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Integrating internal and external marketing function for a services management marketing model 
in Iran
Integrando la función de marketing interno y externo para un modelo de marketing de gestión de servicios en Irán

ABSTRACT 

The present study seeks to investigate the effect of internal and external market orientation on financial and nonfinancial 
performance. It is applicable from objective aspect and descriptive-field from methodological aspect. The data was collected 
through documentary study and field study including questionnaire. All managers, deputies and experts of firms related to 
Mashhad Province equal to 2505 were the statistical population of the study during the time period 2018. The sample size 
was estimated equal to 135 by means of random sampling method. Results of regression test indicated the positive effect of 
internal and external market orientation on financial and non-financial performance of firms related to Mashhad Province. 
According to the results, information production, information dissemination and how to respond to internal information 
have a positive and significant effect on financial and non-financial performance. Similarly, information production, 
information dissemination and how to respond to external information have a positive and significant effect on financial 
and non-financial performance.

Keywords Financial Performance, Non-financial Performance, Market Orientation, Information Production, Information 
Dissemination

RESUMEN

El presente estudio busca investigar el efecto de la orientación del mercado interno y externo sobre el desempeño financiero 
y no financiero. Es aplicable desde el aspecto objetivo y el campo descriptivo desde el aspecto metodológico. Los datos 
fueron recolectados a través de estudios documentales y estudios de campo incluyendo cuestionarios. Todos los gerentes, 
diputados y expertos de empresas relacionadas con la provincia de Mashhad igual a 2505 fueron la población estadística 
del estudio durante el período 2018. El tamaño de la muestra se estimó igual a 135 mediante un método de muestreo 
aleatorio. Los resultados de la prueba de regresión indicaron el efecto positivo de la orientación del mercado interno y 
externo sobre el desempeño financiero y no financiero de las empresas relacionadas con la provincia de Mashhad. Según 
los resultados, la producción de información, la difusión de información y la forma de responder a la información interna 
tienen un efecto positivo y significativo en el desempeño financiero y no financiero. Del mismo modo, la producción de 
información, la difusión de información y cómo responder a la información externa tienen un efecto positivo y significativo 
en el desempeño financiero y no financiero.

Palabras clave: Desempeño financiero, Desempeño no financiero, Orientación al mercado, Producción de información, 
Difusión de información
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Introduction 

Market orientation entered the marketing literature since the 1980’s. It is a concept that roots in marketing theory 
for the concept of marketing philosophy and has seriously been studied by (Ahmed , PK, Rafiq, M., and Saad, N. M, 
2003). They introduced market orientation as the beating heart of modern management and marketing. According 
to them, market orientation is an organizational culture that provides the essential behaviors in order to create 
higher value for customers with the highest level of efficiency and effectiveness. It leads to superior performance 
and competitive advantage for businesses. From the viewpoint of modern managers, marketing includes customer 
growth, i.e. paying attention to satisfaction and quality from customer’s viewpoint and customer loyalty and effective 
relationship with the customer. As a result, firms try to have loyal customers. Paying no attention to the customer 
destroys any business. Therefore, market orientation is the prerequisite for successful operations of a business. Firms 
can create more value for consumers by paying attention to market orientation and innovation and enhance customer 
loyalty. This enables the firm to achieve competitive advantage in comparison with other firms and thus, obtains a 
better performance than its competitors. Market orientation is to create intelligence across the firm in relation with 
the current and future needs of customers among various sectors of a firm and general responding to that intelligence. 
It is both considerable inside and outside the firm as well as in domestic and international markets of a country 
(Ballantyne, D., 2000). However, it seems that focusing on external customer is not efficient to achieve organizational 
purposes and other objectives. If employees do not have customer oriented attitudes and behaviors and if internal 
systems and processes are not focused on customer purposes, marketing methods that are exclusively used for external 
customers are probably facing with failures (Berry, LL, 1981),. Hence, a balanced viewpoint should be considered 
especially by taking into account the relative importance of dimensions of internal and external market orientation 
in performance. The primary purpose of this study is to investigate the effect of each dimension of external market 
orientation on firm’s performance regarding public sector administration from an integrated viewpoint. Most studies 
are mainly focused on total measurement of (internal/external) market orientation and have shown less attention 
to the effect of each component of market orientation on organizational performance. Second, this study seeks to 
investigate the effect of these components on both dimensions of financial and non-financial performance, because 
one-dimensional exploration of performance cannot give accurate results to beneficiaries. 

Thus, the major research question is proposed in this way: Are the components of internal and external market 
orientation able to influence financial and nonfinancial performance of firms? Due to the advancement and transitions 
of the information and communications technology major changes have occurred in recent decades in markets and 
have made companies and firms think about strategies to enhance their capability and maintain their competitive 
ability. One of the critical success. factors in the competitive world and maintenance of firms’ survival is the capability 
for successful marketing of products and services. Marketing can be helpful in directing the purposes, strategies, and 
programs of firms and provides the possibility to achieve superior performance and a higher market share. Businesses 
have to enhance their marketing capabilities in order to achieve superiority against their competitors and attract 
and keep their customers. In other words, it can be stated that innovation has been determined as the condition for 
durability in any market through intensification of the competitive environment with the prerequisite of accepting 
the principle of competition. It has been led to the importance of market orientation instead of product-orientation. 
At the beginning of the 21st century, quick and total global changes have transformed the environment of firms’ 
activities so that the firms and their managers have to find new ways for compatibility with the global changes and 
be able to remain in the internal and external competitive arena (Berry, LL and Parasuraman, A., 1991). Dimensions 
of internal and external market orientation were considered in this study, because despite the numerous studies 
about the effect of market orientation on performance, the effect of individual dimensions of internal and external 
market orientation on performance has not been mentioned. Effects of implementing market-based behaviors in 
the framework of local public firms are explored in the present study. The balance between internal and external 
market orientation provides a unique opportunity for the firms in the public sector to achieve their mission and 
improve their performance. Analysis of the effect of dimensions of internal and external market orientation on 
organizational performance is investigated in this study. Internal market orientation perspective is studied in order 
to help employees understand the organization better, foster their services in the organization, and adapt themselves 
with the organizational methods and change for the better. In this way, employees are prepared to confront with 
external factors and environmental challenges and enhance the success of the firm (Cahill, DJ, 1996).

THEORETICAL FRAMEWORK

Each study needs a theoretical framework. It is a model based on which the researcher hypothesizes about the 
relations among the important factors in creating a problem. It should not necessarily be the researcher’s remark; in 
most cases, combination of the researcher’s logical beliefs with the related research studies about the research problem 
has a key role in creating a basis to investigate the issue under study. In brief, theoretical framework deals with the 
relationship among independent, intervening, moderating and dependent variables that are supposed to be effective 
on the response and solution of the research problem. Creating such theoretical framework for formulation and 
testing of hypotheses as well as completing the researcher’s understanding of the research problem are very helpful 
(Rodrigues & Pinho, 2011). The theoretical framework of this study is displayed Fig. 1.
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Fig. 1. Conceptual framework of the study (Rodrigues & Pinho, 2011)

Several studies have been conducted about internal and external market orientation and their consequences. 
Among these studies, the below cases can at least be mentioned. In an article entitled “the effect of internal and 
external market orientation on public firms’ performance in Portugal” (Rodrigues and Pinho. 2011) showed that 
external information distribution and respond to information are strongly effective on non-financial performance 
and external information production and respond to information have a positive effect on financial performance. 
But with regard to internal market orientation, the results do not show a lower effect on performance. Subramanian 
[6] explored the relationship between market orientation and business performance in 159 intensive care units 
in the US. The results of his study showed a positive relationship between market orientation and business 
performance in intensive care units. (Dennis, JC, 1995) investigated the relationship between market orientation 
and service performance in 329 tourism industries in Greece and Lithonia. According to the results, there was 
a direct relationship between customer orientation and service performance and indirect relationship between 
competitor-orientation, cross-sectoral coordination and service performance. In a paper entitled “Is market-
orientation a resource for achieving competitive advantage in firms?” (Drucker , P. ,2011)collected data during 
nine years of activity of 261 firms in the time period 1997-2005. 

The results of their paper disclosed that the firms which emphasized and performed market orientated activities 
had a better performance and competitive advantage than other firms. (Gronroos, C., 2000) investigated 
the relationship between market orientation, role of entrepreneurship and influence of the secondary unit of 
marketing with business performance in 600 medium and large manufacturing enterprises in Australia. The 
results showed that there was a slight relationship between market orientation and role of entrepreneurship 
with business performance. (Greene, WE, Walls, GD & Scbrest, LJ, 1994) presented an article entitled “the 
role of market orientation in the relationship between internal marketing and bank performance. According to 
the results, internal marketing had a positive effect on market orientation and in turn, market orientation had 
a positive effect on performance. Likewise, internal marketing had a positive effect on performance through 
the intermediary variable of market orientation indirectly. But no relationship was observed between internal 
marketing and performance directly. Moreover, each component of internal marketing had a positive effect on 
both components of market orientation. In an article entitled “exploring the effect of internal marketing on 
market orientation in service organizations”, (Gronroos, C., 2000) performed a field study in Bank Meli in 
Mashhad City by emphasizing the intermediary role of organizational citizenship behaviors and organizational 
commitment. According to the findings, there was a positive relationship between internal marketing and market 
orientation in Bank Meli. Also, there was a positive relationship between internal marketing and organizational 
commitment in Bank Meli as well as between internal marketing and organizational citizenship behaviors. In 
addition, there was a positive relationship between organizational commitment and market orientation and 
between organizational citizenship behaviors and market orientation in the above bank. (Gummesson, E., 1991)  
carried out a study entitled “evaluation of the effect of market orientation, innovation and customer loyalty on 
business performance (case study: Pol clothing group)”. Data analysis and testing of hypotheses indicated that 
increased level of innovation in Pol clothing group is the result of increased level of market orientation and this 
led to a better innovation performance in the firm. Increased loyalty of customers is resulted in the growth of 
innovative performance of the firm and finally the level of business performance is enhanced. 

METHODOLOGY

This study is descriptive-field-correlational in which documentary study and field study were used to collect the 
information related to theoretical principles and theoretical background of the research topic. All managers, 
deputies and experts of the firms related to Mashhad Province equal to 2505 were the statistical population of the 
study in 2018. In order to determine the sample size, a preliminary study was conducted on 30 persons because 
variance of the statistical population was inaccessible. Then the sample size was determined equal to 129 through 
Cochran formula. The required data was collected through documentary study and questionnaire. (Rodrigues 
and Pinho’s standard questionnaire, 2011) was employed and the Likert scale was utilized to extract the opinions. 
Descriptive statistics methods were used to analyze descriptive data. Kolmogorov-Smirnov test, variance analysis 
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and regression and Friedman test were employed for data analysis by means of SPSS-20 software. In this section, 
hypotheses were tested using Pearson correlation test and regression analysis. The results are shown in Tables 1 
and 2. Analyses were done through SPSS-20 software.  Internal and external market orientation has a direct and 
positive effect on financial and non-financial performance. This hypothesis was tested through simple regression 
test. The results are shown in Tables 1 and 2. The significance level related to F test is less than 0.05; thus this 
hypothesis is accepted and it can be stated that internal and external market orientation has a direct and positive 
effect on financial and non-financial performance.

Table 1. Regression results about financial and non-financial performance in terms of internal and external market 
orientation

Model Constant Internal and external 
market orientation

Raw coefficients B 2.35 0.421

Standard coefficients
Standard error 0.395 0.104

Beta 0.392 0.118

T 6.078 4.098

Significance level 0.000 0.000

Table 2. Indexes of the regression model of financial and nonfinancial performance in terms of internal and 
external market orientation

Significance level 0.000

F 16.75

Adjusted coefficient of determination 0.108

Coefficient of determination 0.166

The square root of coefficient of 0.340

Adjusted coefficient of determination of this model is equal to 0.109. Hence, 10.9 percent of changes of financial 
and non-financial performance can be explained by internal and external market orientation. The below equation 
can be presented to predict the changes of financial and non-financial performance based on internal and external 
market orientation: (1) Financial and non-financial performance= 2.394 + (0.426) internal and external market 
orientation According to above equation number (1), 0.426 units are added to financial and non-financial 
performance in lieu of one unit increase in internal and external market orientation. Given the adjusted coefficient 
of determination, degree of effectiveness of internal and external market orientation on financial and nonfinancial 
performance is 10.9%.

CONCLUSION

The purpose of this study was to investigate the effect of internal and external market orientation on financial 
and non-financial performance in firms related to Mashhad Province. It is applicable from objective aspect and 
descriptive-field from methodological aspect. All managers, deputies and experts of firms related to Mashhad 
Province, equal to 2505, were the statistical population of the study. The sample size was determined equal to 
135 by means of Cochran formula. Results of regression test between the independent variables (internal and 
external market orientation) and the dependent variable (financial and non-financial performance) show that 
there is a positive and significant correlation between the two variables. The significance level is less than 0.05. 
Given the adjusted coefficient of determination, the effect of internal and external market orientation on financial 
and nonfinancial performance is 10.9 percent (low-moderate) and beta coefficient is equal to 0.426. It means 
that 0.426 units are added to financial and non-financial performance of firms related to Mashhad Province in 
lieu of one unit increase in internal and external market orientation. Therefore, the major hypothesis regarding 
that internal and external market orientation has a significant effect on financial and non-financial performance 
is confirmed.
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