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Abstract 
 
The competitive environment of modern day business appears to enforce organizations to seek 
new core competencies in order to gain new competitive advantages if they are to survive in 
the market. The main purpose of this paper is to establish a theoretical and empirical basis that 
shows the impact of cultural factors on business performance, regarding marketing 
effectiveness as the mediating variable. Hotels' managers of Isfahan were the population of the 
study. Random sampling method was used for collecting data. In order to analysis the 
relationships between organizational culture, marketing effectiveness and business 
performance structural equation modeling (SME) is used. The findings indicate that customer 
closeness, organizational values and market orientation as the components of organizational 
marketing culture can affect marketing effectiveness. These findings also confirm the impact of 
marketing effectiveness on business performance. 
 
Keywords: business performance, marketing effectiveness, market orientation, customer 
closeness, organizational culture, hotel industry. 
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1. Introduction 
 
The competitive environment of modern day business appears to enforce organizations to seek 
new core competencies in order to gain new competitive advantages if they are to survive in 
the market. Given the fact that customer needs and wants are changing every day, 
performance measures to determine successful organizations vary to match those switching 
preferences. Hence, organizations performing in such an unstable, competitive environment 
have to adapt new performance criteria through anticipating customers' future needs and 
attempting to meet those needs more quickly and more appropriate than competitors. 
However, the main question is how organizations could achieve this objective. In other words, 
what are the antecedents of higher levels of performance? Previous researches have 
introduced a couple of factors which are to enhance business performance directly and 
indirectly. The importance of a firm’s culture has received considerable interest from both 
researchers and practitioners in recent years (Webster, 1995). Scholars believe in organizational 
culture components to influence business performance through affecting employees' marketing 
attitudes and firm's marketing outcomes that necessitate the successful implementation of 
marketing, if a firm is to enhance in its performance (Raju et al, 2011; Chi et al, 2007; Webster; 
1995; Sin and Tse, 2000). This study aims to examine the impact of organizational culture 
components namely customer closeness, organizational values and market orientation on 
marketing effectiveness and the impact of marketing effectiveness on business performance. 
Since, the existing literature and previous studies are presented in the first part and the 
conceptual model is proposed based on the hypotheses driven by the literature. Finally, the 
findings of the study are discussed.       
    
2. Literature review  
2-1. Organizational Culture and Marketing Effectiveness 
In recent years, the concept of culture, and in particular organization culture, has been put 
forth in the popular and scholarly literatures (Webster, 1995). Organizational culture refers to 
shared values, assumptions and norms among organizational members (Schein, 1985). 
Organizational culture as a set of shared values contributes organization's members to 
understand organizational functioning and consequently lead their thinking and behavior 
(Ghorbani et al., 2012). Organizational culture reflects the nebulous, informal, and hidden 
forces in an organization that influence behavior and productivity of its employees 
tremendously, even more than written, formal policies and guidelines (Webster, 1995). Zheng 
et al, (2010) believe that organizational culture is a key factor to organizational effectiveness 
and it can be seen as a source of sustainable competitive advantage. A number of scholars have 
studied the relationship between organizational culture and the marketing of services 
(Parasuraman, 1986). Based on previous studies it can be considered that organizational culture 
can influence market orientation - an important factor of organizational effectiveness and 
customer orientation (Ghorbani et al., 2012). There are two major theoretical orientations 
hypothesizing the influence of organizational culture on marketing effectiveness. The first 
perspective developed by Anderson (1982) is the constituency-based theory positing that a firm 
is to satisfy the long-term needs of customers so that it can be effective in a marketing sense. 
According to this theory firms to implement the marketing concept and achieve marketing 
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effectiveness must provide an appropriate marketing culture. The second theory is the market 
value theory presented by Kotler (1988). This theory also suggests that all major decisions 
within a firm are made to be returned in the future. Such decisions are treated as investments. 
Therefore, the decisions to establish a strong marketing culture (i.e. to upgrade service quality, 
to innovate, etc.) are made to lead to long-term customer satisfaction, which in turn is likely to 
lead to marketing effectiveness. According to Kotler (1988) investments in first the customer 
and then in front-line employees are ultimately the key to marketing effectiveness (Webster, 
1995). Sin and Tse (2000) also found a positive relationship between culture and marketing 
effectiveness. Using a marketing perspective, they believe that organizational culture 
compromises three main components: Customer closeness, organizational values and market 
orientation. In accordance with previous studies focusing on the linkage between organizational 
culture and marketing effectiveness, this study investigates the probable influence of cultural 
dimensions presented by Sin and Tse (2000) on marketing effectiveness. Therefore, the 
following statements are hypothesized:  
H1: Customer closeness can influence marketing effectiveness in a positive way.  
H2: Organizational values can influence marketing effectiveness in a positive way.  
H3: Market orientation can influence marketing effectiveness in a positive way.  
 
2-2. Marketing effectiveness and Business Performance 
The concept of marketing effectiveness has gained a considerable attention by academics and 
practitioners over the last few years (Appiah-Adu et al., 2001; Norburn et al., 1990; Lie et al., 
1992). It highlights the importance of market knowledge for the firms as it is notable to 
recognize the importance of studying the market, identify the existing opportunities, select the 
most appropriate segments of the market to operate in and attempt to offer superior values to 
meet the customers' needs, wants and preferences. Moreover, the firm must be suitably 
equipped to be able to perform marketing analysis, planning and implementation. Kotler (1997) 
has operationalized marketing effectiveness asserting that it compromises five main 
components: 1) customer philosophy, 2) integrated marketing organization, 3) adequate 
marketing information, 4) strategic orientation, and 4) operational efficiency (Sin and Tse, 
2000). What determine marketing effectiveness are organizational members and individuals 
that are to be committed to a common set of corporate beliefs and values. These norms 
develop a suitable environment for management to develop a dynamic organization by 
displaying a commitment to personal empathy and fostering a customer response of perceived 
quality (Appiah-Adu et al., 2001). Studies conducted in different countries such as Britain, 
Australia and Japan to investigate determinants of superior performance of some firms 
concluded that a common characteristic of the best performing firms was marketing 
effectiveness (Kiel et al., 1986; NEDO, 1982). On the other hand, Ghosh et al. (1994) found that 
better performing businesses in Australia, New Zealand and Singapore had provided more 
commitment to marketing activities than their relatively poor performing competitors. Similar 
findings were found by Dunn et al. (1994). They concluded that in the USA firms with lower 
levels of performance placed less importance on performance measures such as profit-to-sales 
ratio, market share, new product development and market development than their marketing 
active counterparts. Furthermore, Kotler (1997) argued that marketing effectiveness not only 
will distinguish the amateur from the professional players in the global market, but also has the 
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capability to base a new sphere of economic prosperity and higher living standards. According 
to mentioned argues, it can be claimed that marketing effectiveness is associated with higher 
levels of business performance (Appiah-Adu et al., 2001). Webster (1995) also asserted that 
marketing effectiveness is strongly associated many valuable organizational outcomes like 
enhanced customer satisfaction, stable and long-term growth, competitive advantage, and a 
strong marketing orientation. Therefore the relationship between marketing effectiveness and 
business performance is predicted as: 
H4: Marketing effectiveness can influence business performance in a positive way.   

The conceptual model of study then is developed based on presented literature and 
proposed hypotheses (figure 1).  

 
 
3. Research Method 
3-1. Sample and Data Collection 
The purpose of this study is to investigate the relationship between organizational culture and 
marketing effectiveness and also the impact of marketing effectiveness on business 
performance. Statistical population of the study includes managers of hotels and organizations 
performing within hotel industry of Isfahan. In order to collect data a sample of 200 
respondents was chosen by stratified random sampling, although a total of 150 usable 
questionnaires out of 200 were returned, which demonstrates a response rate of 75 percent. 
This study is a descriptive and applied research which has been conducted in a survey method. 
The data gathering has been done through a self administered questionnaire compromising five 
elements to study with a total of 37 questions. All items in the questionnaire are measured by 
Likert’s five-point scale. In this study, measures assessing business performance were adopted 
from Appiah-Adu et al., (2001) in order to extract the status of business performance. Items 
measuring marketing effectiveness were modified from Webster, (1995), assessing 
respondents' perception of the marketing effectiveness and its impact on business performance 
and the items assessing elements of organizational culture were adapted from Zheng et al, 
(2010) and Sin and Tse, (2000) which capture organizational members' perceptions of the 
current status of three cultural dimensions (customer closeness, organizational values and 
market orientation). 
 
4. Findings 
4-1. Data Analysis 
 The reliability of the questionnaire was calculated by means of Cronbach alpha coefficient and 
estimated to be 0.841 for the items assessing organizational culture, 0.908 for the items of 
marketing effectiveness and 0.792 for the items of business performance, while the total 
estimated coefficient equals 0.895. The content validity of the questionnaire was also 
confirmed by means of Confirmatory Factor Analysis (CFA). CFA on the items measuring 
investigated factors confirmed the suitability of the measures to be used for further analysis 
(Table 1).  
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4-2. Hypotheses Testing 
Structural Equation Analyses (SEM) has been used to test the research's hypotheses via LISREL 
software. SEM technique allows researcher to have a simultaneous estimation of multiple 
regression equations in a single framework and makes it possible to estimate all the 
relationships in the model simultaneously, and thus the method allows all the interrelationships 
among the variables to be assessed in the same decision context. Scholars recommend that an 
appropriate sample size for Structure Equation Model (SEM) analysis is in the range of 100 to 
200 (Bollen, 1989). The sample size in this study was 150, so SEM analysis could be applied. The 
results demonstrated in table 1 and based on Structural Equation Analyses can confirm the 
proposed model. Covariance matrices were analyzed in all cases (Table 2). Other results based 
on LISREL's output are presented in table 3, proving that the proposed model exhibits a 
reasonably good fit to the data. The principal model of research is illustrated in figure 2. 
Circumstantial evidence t was also used to find out if proposed relationships are significant or 
not (figure 3). This evidence reflects the proportion of each parameter's coefficient to the 
standard deviation error of that parameter which will be significant when it is higher than 2 (t 
≥2) in t-test and higher than 1.96 (z ≥ 1.96) in z-test. Figure 3 demonstrates no insignificant 
paths. According to table 3, as expected in the first three hypotheses, organizational culture 
elements (customer closeness, organizational values and market orientation) were found to 

influence marketing effectiveness positively (γ 1 =0.35,  γ 2 =0.20, γ 3 =0.41, p<0.05). In a same 

way, the significant and positive relation between marketing effectiveness and business 
performance was supported (γ

5
=0.65, p<0.05). Therefore, marketing effectiveness is associated 

with business performance.  
 
5. Discussion 
The main purpose of this study was to investigate how organizational marketing culture can 
influence the effectiveness of organizations' marketing activities to achieve a better insight 
about the importance of providing an appropriate cultural context in which marketing schemes 
could be planned and implemented effectively and the benefits derived by using this approach 
for both organization and customers and also what an important role can marketing 
effectiveness can play to enable the organization achieve to higher levels of performance. The 
findings indicate that organizational culture can influence marketing effectiveness, and 
marketing effectiveness, in turn can affect business performance. Based on these findings, the 
more importance organization places on the provision of marketing culture including customer 
closeness, organizational values, and market orientation the more effective would be marketing 
activities and consequently the higher levels of performance will be recorded for the 
organization. As noted in the literature context in some cases the influence of organizational 
culture on employees is more significant than formal structures that reflects the importance of 
its role in organization goal achieving and in particular in the sphere of marketing endeavors. 
On the other hand, market information and other outcomes derived by marketing effectiveness 
is proved to lead to higher levels of core competencies such as customer satisfaction, customer 
retention and customer loyalty which can redound to other tangible and intangible 
organizational outcomes. Marketing can be regarded as the pivotal force behind strategic 
planning and business operations, and hence, as an intrinsic component of organizational 
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efforts. It asserts the significance of marketing effectiveness as a key determinant of business 
performance. These findings have considerable applications for both management and 
employees in the field of effective antecedents of business performance through highlighting 
the crucial role of marketing culture and effectiveness in business success.  
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Table 1. Results of the Confirmatory 
Factor Analysis 

chi-square 231.52 

Df 114 

p-value 0.11 

RMSEA 0.095 

Table 2. Fit indices for the path model 
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Figure 1. Conceptual model of study 
 
 
 
 

GFI (Goodness of Fit Index) 0.95 

RSMEA (Root Mean Square Error 
of Approximation) 

0.095 

CFI (Comparative Fit Index) 0.93 

SRMR (Standardized Root Mean 
Square Residual) 

0.003 

NFI  0.94 

Table 3. Analysis of the results 

Independent  variable Dependent variable Hypotheses Coefficient T-
value 

p 

Customer closeness Marketing 
effectiveness 

H1 0.75 5.45 <0.05 

Organizational values Marketing 
effectiveness 

H2 0.52 8.96 <0.05 

Market orientation Marketing 
effectiveness 

H3 0.63 11.48 <0.05 

Marketing effectiveness Business 
performance 

H4 0.41 16.01 <0.05 
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Figure2 . Principal Model of Research 

 
  
 
 
 


