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RE-DEFINING THE CONSTRUCT OF MARKET-ORIENTATION IN THE NON-PROFIT SECTOR: 
AN EXPLORATORY STUDY 

 
Abstract 
In the context of an increasing competitive environment, in which organisations are 
compelled to manage their resources and capabilities in a more efficient and effective 
way, the concept of market orientation has been acknowledged as highly important in the 
marketing and management literature. However, the existing literature is mainly focused 
on the for-profit sector, and to our best knowledge little research has been undertaken in 
other organisational contexts, such as the non-profit sector. In this sense, the purpose of 
this study is to test a measure of market orientation already used in previous studies and 
to assess its psychometric properties in the context of non-profit organisations. 
 
Keywords: Non-profit organisations, Market orientation  
 
Introduction  
Relevant literature in modern marketing and management has largely emphasised the 
concept of market orientation as a core construct to the understanding of a firm’s 
philosophy of doing business (Deshpande and Webster, 1989).  The adoption of a market 
orientation has also been acknowledged as an important tool to achieve competitive 
advantages and to improve organisational performance (Kohli and Jaworski, 1990; 
Narver and Slater, 1990; Jaworski and Kohli, 1993). However, it is also worth 
emphasising that apart from some exceptions (Balabanis et al., 1997; Caruana, 1998; 
Wood et al., 2000; Vásquez et al, 2002,), most studies focusing on the market orientation 
construct have been mainly centred on for-profit organisations. Thus, it is recognised the 
need to apply this concept in other settings and other cultural contexts (Greenley, 1995) 
such as public and non-profit organisations (Hurley and Hult, 1998).  
 
In the specific context of non-profit organisation, the need to gather empirical evidence 
on their degree of market orientation has also been emphasised in the literature (Drucker, 
1990; Blois, 1993 1999; Kotler and Andreasen, 1996; Sargeant, 1999). Justification for 
this lies on the fact that the advantages associated with the adoption of a market 
orientation, in the context of  the non-profit organisations, are claimed to facilitate the 
design of  the most appropriate services to the target publics, as well as to bring visible 
benefits to these organisations (Wanna et al.,1992; Kotler and Andreasen, 1996; 
Balabanis et al.,1997, Vásquez et al.,2002). Moreover, much of the distinctive character 
of this sector, when compared with for-profit organisations, may be attributed not only to 
the non-existence of a profit motive but also to the intangible character of the services 
these organisations have to offer (Kanter et al., 1987) and to the multiplicity of 
stakeholders with whom they interact (Steinberg, 1987). This last aspect accounts for a 
particular market structure which differs considerably from for-profit firms (Steinberg, 
1987) and that can be determinant to the market orientation evidenced by the 
organisations under research. Non-profit organisations have often to entail relationships 
not only with their “clients” or beneficiaries, but also with their donors of funds. In this 
sense, two different target groups: the donors and the users (or beneficiaries) of services 
or programmes need to be considered. As acknowledged by Balabanis et al. (1997) the 
construct of market orientation should incorporate additional dimensions towards 
beneficiaries and other publics (stakeholders) that affect their organisations’ operation.  
 
These aspects lead to the assumption that the existing instruments to measure the market 
orientation construct needs to be redefined and tested, in order to be applied to the non-
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profit sector. In this sense, the key issue of the present study is the search for a valid and 
reliable instrument to measure the market orientation construct, taken into account the 
specific characteristics of non-profit organisations. 
 
Concerning the organisation of this paper four parts were considered. The first section is 
dedicated to the conceptual framework. The methodology and construct development 
will be discussed in section two. The paper concludes with a discussion of possible 
implications for theory and practice. 
 
1. CONCEPTUAL FRAMEWORK 
 
1.1. Contextualising the nonprofit sector  
Before analysing the construct of market-orientation it is important to clarify the concept 
of non-profit organisation. An important definition has been made by Salamon and 
Anheier (1996) who proposed a “structural/operational definition” which focuses on the 
organisational characteristics of non-profit organisations. The ideological characteristics 
attached to non-profit organisations are emphasised by Hall (1987) who define a non-
profit organisation as a body of individuals that associate for any of three purposes: 1) to 
perform public tasks that have been delegated to them by the state; 2) to perform public 
tasks for which there is a demand that neither the state nor for-profit organisations are 
willing to fulfil; or 3) to influence the direction of policy in the state; the for -profit sector 
or other non-profit organisations (Hall, 1987:3). These features emphasise the distinctive 
character of non-profit organisations when compared with for -profit firms, namely that a 
mission of a non-profit organisation is built around service, defined by Kanter and 
Summers (1987) as some societal value of ‘doing good’. In the line of this argument, 
Schofield remarks that to some extent “financial values become subservient to these 
social values and these social values themselves only have meaning as long as they are 
regarded as being beneficial” (1996: 111). This contrasts deeply with for-profit 
organisations for which “making money” is a major concern. However, during the last 
few decades, the lines dividing for -profit and not-for organisations have become 
increasingly blurred (Kanter & Summers, 1987; Osborne, 1996). On one hand for-profit 
organisations are more aware of the role of values, stressing the organisations’ social 
mission (Ouchi, 1981) and on the other hand, non-profit organisations are becoming 
more financial concerned due to the need of attracting revenues. These include fees and 
grants from government or other government sources, voluntary income, fees from 
individuals, income from investment and income from the sale of property or land 
(Keaveney, 2001).  
 
Thus, the adoption of a distinctive marketing orientation by non-profit organisations 
have become increasingly important over the 1980s and 1990s when both public and 
voluntary sectors have been greatly exposed to market mechanisms and business 
approaches (Harris, 1997; Balabanis et al., 1997). Consequently, as non-profit 
organisations are increasingly involved in competition for donations, membership, 
clients and sales (Steinberg, 1987) they are also becoming more cost-conscious and 
competitive in relation to securing resources (Leat, 1995).  
 
Once the role of marketing is to create and maintain  “satisfying exchanges” (Balabanis 
et al., 1997), it becomes evident that non-profit organisations undertake marketing 
activities which are directed at four different constituencies, namely: 1) commercial 
marketing, 2) social marketing; 3) marketing to donors; and 4)  marketing to funders 
(Blois, 1993). As a result, non-profit organisations are involved in a network of 
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interactions with different stakeholders (state, private individuals, profit organisations 
and other peer organisations). In this context, non-profit organisations are forced to adopt 
a much different attitude in relation to their funding sources and their organisational 
strategy. In short, they have to find ways of managing their resources more efficiently in 
order to accomplish their activities. Given the above considerations, it is relevant to 
stress that the importance of market orientation goes beyond the limits of profit-making 
commercial business in the private sector.  
 
1.2 The Construct of Market Orientation  
The emerging importance of the adoption of a market orientation has been reflected on 
the development of a number of scales addressing this construct (Kohli and Jaworski, 
1990; Narver and Slater, 1990; Jaworski and Kohli, 1993; Deng and Dart, 1994; Slater 
and Narver, 1994, 1995; Deshpndé and Farley, 1998). Nevertheless, considering the 
focus of this study and after a refinement process through a set of interviews, the 
MARKOR scale, as proposed by Kohli et al. (1993), evidenced to be most suitable to be 
applied in the context of non-profit organisations (Balabanis et al., 1997). Despite the 
interest of the Narver and Slater (1990) measure of market orientation, their construct 
has been subject to detailed academic criticism and has not been widely accepted (Sigaw 
and Diamantopoulos, 1995; Harris, 2001).  
 
With the purpose of the present study in mind, two distinct stakeholders: donors and 
users/beneficiaries are considered. The justification for this lies on the assumption that 
“exchange” is the core concept of marketing and that non-profit organisations engage in 
transactions with their stakeholders, in which the concept of “exchange” is present. 
Therefore, one side of the “exchange” in non-profit organisations is clearly the donor’s 
generation of funds and resources. The other side is the allocation of resources to the 
users (or beneficiary) markets. However, as Shapiro (1973) correctly noted, although the 
success of non-profits rests in part on resource attraction, most of its products or specific 
benefits do not tend to be available to donors.  Therefore, the user’s perspective should 
also be considered in any study of non-profit organisations. As observed by Osborne 
(1996: 12) “the motivation of a non-profit organisation should not be based upon 
financial gain, but rather should hold some normative voluntary value”. In fact, the need 
to create exchanges with donors to obtain resources may result in situations of some 
ambiguity in which the major purpose (or mission) of the organisation may be 
jeopardised. In some cases, the “price” for attracting resources from donors can put in 
risk the goals and values attached to the initial mission of a non-profit organisation. This 
occurs when the need to attract resources subvert the provision of services that address 
the effective needs of the service beneficiaries (or users). Ultimately, the imperative of 
attracting resources from donors and funders may compromise the organisation’s social 
mission. In other words, non-profit organisations may be tempted to concentrate on 
target groups or on activities, in which funding will be easy although not corresponding 
to the core purpose for which the organisation was created. (Bovaird and Rubienska, 
1996). In the line of this argument, the following research proposition is suggested: 
 
R1: The greater the orientation of Marketing to donors, the lower tends to be the marketing 

orientation towards users/beneficiaries. 
Non-profit organisations are also known by performing a diverse range of activities, 
which accounts for its multi-functional character. As it is claimed, the non-profit sector is 
often acknowledged by its bewildering array of organisational forms, motivations and 
ideologies (Kendall and Knapp, 1995: 66). This diversity may as well be extended to 
their funding sources. In fact, different types and sources of funding can be found in the 
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non-profit sector. Moreover, evidence from research has suggested that even within a 
particular organisation one might find uneven patterns of resource funding through 
different areas of activity (Leat, 1995). Based on the resource dependence theory (Pfeffer 
and Salancik, 1978), much of how an organisation behaves is determined by its resource 
dependencies.  Following this argument, Leat (1995) argues that organisations are likely 
to engage in specific strategies related to resource flows. Moreover, the resource 
dependence perspective has also been applied to non-profit organisations and has proved 
to be an important theoretical tool to the understanding of problem assessments, opinions 
and strategies evidenced by these organisations (Anheier et al., 1997). Therefore, the 
following research propositions are suggested: 
 
 R2: The market-orientation (donors or beneficiaries) evidenced by non-profit organisations is 

likely to be influenced by the area of activity within which these organisations operate. 
 
  R3: The market-orientation (donors or beneficiaries) evidenced by non -profit organisations 

is likely to be influenced by the type of resource funding.  
 
 
2. METHODOLOGY AND CONSTRUCT DEVELOPMENT 
 
Given the specific characteristics of the organisations under research, market orientation 
was measured using the scale adapted from Kohli et al. (1993), following Churchill’s 
(1979) procedure. The 20-item scale as reported in Kohli et al. (1993) was applied to 
donors and beneficiaries. This approach is particularly useful since it enables a better 
understanding of how non-profit organisations adopt the concept of marketing (see 
Appendix 1). The proposed items were measured in a 5-point Likert scale where 1= 
strongly agree, and 5= strongly disagree. The Likert scale was chosen because it is the 
most widely used measure of attitudes and because it is easy to administer (Zikmund, 
1984).  
 
The type of resource funding will be assessed by asking respondents information about 
the revenue structure, so that the predominant source of funding can be identified. 
Having identified and grouped non-profit organisations by their dominant revenue 
source, then it will be examined how these types relate to the market orientation adopted 
by non-profit organisations. 
 
A self-completion questionnaire was then developed addressing the following issues: 
identification, environment and market orientation. The questionnaire was pre-tested 
with senior management of 10 non-profit organisations located in the region of Bra ga 
(Portugal). The goals of the pre-test were to assess clarity of questions, determine the 
length of time required for completion, and examine the appropriateness of the subject 
matter for the population of interest. Based on this feed-back the questionna ire was 
modified, some items were dropped, others changed and some added. A total of 320 
usable questionnaires was then returned from a total population of 7000 organisations. 
Non-response bias was assessed by comparing the responses of early respondents with 
those of late respondents (Armstrong and Overton, 1977). Data is now in the process of 
being analysed.  
 
Given the non-existence of statistical information regarding the activity of non-profit 
organisations operating in Portugal, a set of national lists of these organisations were 
then obtained from different State departments. Due to the diversity of State departments 
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responsible for accounting records of non-profit organisations, the process of obtaining a 
complete sampling frame was a difficult task. In order to avoid duplication of cases 
among different national lists, it was decided to create a general database with the data 
obtained from the different state departments related with different fields of non-profit 
activity. Some corrections were then made in order to ensure the quality of the sampling 
frame from which the sample was drawn.  
 
To ensure the effectiveness of this research the validity and reliability of the 
measurement instrument was assessed. While validity means that theory, model, concept 
or category should describe reality with good fit (Nunnally, 1978), conversely, reliability 
implies that two (or more studies) focusing the same phenomenon with similar purposes 
should achieve the same results (Carmines and Zeller, 1979). 
 
3. IMPLICATIONS FOR THEORY AND PRACTICE 
 
The present study will provide important implications not only for non-profit managers but also 
for public policy makers. From the point of view of non-profit managers the adoption of a 
market-oriented approach enables their organisations to increase its revenues and 
diversify its funding sources. This is particularly important in a context within which 
competition for resources has been increasingly intensified. From the perspective of 
public policy makers, the present study provides a better understanding of the strategies 
undertaken by these organisations so that adequate policies can be implemented to match 
their needs. Besides, most activities run by non-profit organisations are also embedded 
with a public and social purpose reinforcing an extensive partnership between these 
organisations and state agencies. 
 
Appendix 1: Market Orientation for donors and users (or beneficiaries) 
 Donors market  Users market 
  Intelligence Generation 
IG1 We meet our donors at least once a year to find out what 

causes (programmes or services) they will be interested 
to support in the future. 

IG1 We meet our users at least once a year to find out what 
programmes or services they will need in the future. 

IG2 We are slow to detect changes in our donors’ 
preferences (on causes or human services they wish to 
support) 

IG2 We are slow to detect changes in our users’ needs  

IG3 In this organisation we do a lot of in-house “market” 
research on donors’ preferences about causes or 
programmes they may wish to support in the future. 

IG3 In this organisation we do a lot of in-house “market” research 
on user needs. 

IG4 We poll our donors at least once a year to assess their 
satisfaction in relation to the causes or programmes they 
have supported. 

IG4 We poll our users at least once a year to assess the quality of 
our programmes and services. 

IG5 We are slow to detect fundamental shifts in the non -
profit sector (e.g. technology, regulation, etc.) 

IG5 We are slow to detect fundamental shifts in the non-profit  
sector (e.g. technology, regulation, etc.) 

IG6 We periodically review the likely effect of changes in 
our operating environment (e.g. technology, regulation, 
etc.) on donors. 

IG6 We periodically review the likely effect of changes in our 
operating environment (e.g. technology, regulation, etc.) on 
users. 

  Intelligence Dissemination 
ID1 We have inter-departmental meetings at least once a 

quarter to discuss current fund-raising activities and 
future plans. 

ID1 
 

We have inter-departmental meetings at least once a quarter 
to discuss current programmes and services and future plans. 

ID2 People performing the “marketing function” (or the 
equivalent) in our organisation spend time discussing 
donors’ future preferences with other functional 
departments. 

ID2 
 

People performing the “marketing function” (or the 
equivalent) in our organisation spend time discussing users’ 
future needs with other functional departments. 

ID3 When something important happens to a major donor, 
the whole organisation knows about it wi thin a short 
period.  

ID3 When something important happens to one of our focus 
group, the whole organisation knows about it within a short 
period.  

ID4 Data on donor satisfaction are disseminated at all levels 
in the organisation on a regular basis. 

ID4 Data on user satisfaction are disseminated at all levels in the 
organisation on a regular basis. 

ID5 When one department finds out something important 
about other non -associated non-profit organisations 
working in the some area, it is slow to inform other 

ID5 When one department finds out something important about 
other non-associated non -profit organisations working in the 
some area, it is slow to inform other departments. 
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departments. 
  Responsiveness 
R1 It takes us a long time to decide how to respond to other 

non-associated non-profit organisation’s changes in the 
strategies used to attract donors. 

R1 It takes us a long time to decide how to respond to other non-
associated non-profit organisation’s changes in the strategies 
used to attract users. 

R2 For one reason or another we tend to ignore changes in 
our donor preferences in supporting causes or 
programmes. 

R2 For one reason or another we tend to ignore changes in our 
users needs. 
 

R3 We periodically review our new services’ (programmes) 
development efforts to ensure that they are in line with 
what the donors want. 

R3 We periodically review our new services’ (programmes) 
development efforts to ensure that they are in line with what 
the users need. 

R4 Several departments get together periodically to plan a 
response to changes taking place in our operating 
environment. 

R4 Several departments get together periodically to plan a 
response to changes taking place in our operating 
environment. 

R5 If another non-associated non -profit organisation was to 
launch an intense campaign target at our donors, we 
would implement a response immediately. 

R5 If another non-associated non -profit organisation was to 
launch an intense campaign target at our focus group, we 
would implement a response immediately 

R6 The activities of the different departments in this 
organisation are well co-ordinated. 

R6 The activities of the different departments in this organisation 
are well co-ordinated.  

R7 Donors’ grivances or complaints fall on deaf ears.  R7 Users’ grivances or complaints fall on deaf ears. 
R8 Even if we came up with a great “marketing” plan, we 

probably would not be able to implement it in a timely 
fashion. 

R8 Even if we came up with a great “marketing” plan, we 
probably would not be able to implement it in a timely 
fashion. 

R9 When we find that donors would like us to modify a 
product or a service, the departments involved make 
concerted efforts to do so. 

R9 When we find that users would like us to modify a product or 
a service, the departments involved make concerted efforts to 
do so.  
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