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Marketing Theory in the Next Millenium: Looking Backwards and Forwards

This special issue brings together a variety of contributions aimed at identifying research issues and problems that will challenge researchers in marketing in the third millennium.  Part 1 focuses on the nature and direction of marketing theory generally and how it has evolved.  Part 2 comprises five articles about the nature and development of firms’ marketing strategy.  Finally, in Part 3, two specific issues are discussed – foreign market operating mode combinations and organization adoption behavior. A particular emphasis on business to business marketing is present in the articles in this special issue, although most of the issues highlighted are relevant in all areas of marketing.

The articles bring together views from various parts of the world – from Australia, Denmark, Germany, Holland, Norway, Sweden, UK, and the USA. Contributions were sought from a variety of prominent researchers as well as through a general call for papers.  All papers were subject to a double-blind review process and those accepted went through from two to four revisions.  We are very grateful to the members of the review board for this special issue for sharing their expertise and time in several rounds of papers considered for publication; the special review board included the following members:

Gerald Album, University of Oregon

Luis Araujo, University of Lancaster

Nigel Barrett, University of Technology, Sydney

Donald F. Dixon, Open University of the Netherlands
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Part 1: The Nature and Development of Marketing Theory

Dixon’s big history of the evolution of marketing thought takes us from Socrates to Alfred Marshall at the beginning of the 20th Century.  Over the years Don Dixon has contributed many important papers on the history of marketing thought. Though often not widely known or appreciated, this work demonstrates the deep intellectual heritage of marketing.  He adopts a broad view of marketing, not a narrow business function perspective, in which markets and marketing are viewed as social institutions involved in providing goods and services through a particular type of exchange mechanism taking place in a society.  Marketing activity is embedded in other social institutions which both affect and are affected by it and management issues form a necessary part of the study of the way market exchange processes do and should take place.

In this article Dixon describes how ideas about the nature, impact and operation of markets and marketing developed in Western civilization, beginning when markets first emerged.  He shows how our ideas have been shaped by broader intellectual concerns: from the early Greek’s concern for the good life; medieval scholars concern with just exchange; to a focus on increasing the wealth and power of nations in the 18th century and later; and to the micro-marketing interests of firms in the 19th and 20th century.  He highlights key developments that challenged the thinking of scholars of the day, such as: the emergence the concept of the contract; concerns about materialist values and the accumulation of monetary wealth; the role and contribution of intermediaries and marketing functions; the role and importance of international trade to a nation’s development; the importance of customer orientation; the role of governments in markets; and catallactics, the study of marketing as exchange. His discussion includes thinking about the nature of the management problem facing firms and the complexities resulting from the impact of many types of external conditions.

The article shows that many of the issues and concerns discussed in other articles in this special issue, and elsewhere in the marketing discipline, are not really new.  Scholars have been wrestling with the same types of issues over the centuries.  Thus his article provides a valuable perspective and intellectual backdrop from which to appreciate the remaining articles.

We do not necessarily agree with his curmudgeon-like final conclusions – that marketing scholars have contributed only millions of facts that add up to very little.  Instead we prefer to see the existence of a substantial and evolving body of work on theory and methodology related to marketing that has emerged over the last two millennia.  However, the big picture, its existence and integration, are not readily apparent in many texts because of the narrow, technique oriented, normative, micro-marketing orientation that is the norm.

Hunt and Duhan, in their article, set an agenda for research in marketing in the third millenium in terms of the nature and role of competition in society.  Their focus is on the need for a more realistic concept of competition than that provided by neoclassical economic theory and they echo some of the observations of Dixon in his description of earlier attempts to understand the real nature of markets.  Hunt and Duhan show how neoclassical economic theory ignores some of the essential attributes of dynamic market competition involved in the process of creating and delivering value to customers.  Competition is dynamic, innovation is endogenous and competitive processes are disequilibrium provoking.  Yet, they argue, neoclassical theory still dominates the main introductory texts, many public policy debates, and is the only theory of the positive contribution of competition to social welfare that most students encounter.  They propose resource advantage theory as a better approach to developing a theory of competition, about which they have written widely.  Their theory draws on contributions from many disciplines including history; the resource based theory of the firm; concepts of heterogenous demand; industrial organization theory; evolutionary economics; Austrian economics; and economic sociology.  It focuses attention on competition as a disequilibrating, ongoing process in which firms struggle to achieve comparative advantages in resources that result in competitive advantage in some market segments.  Innovation and learning are important parts of the process.  Competition is seen as both efficiency seeking and effectiveness seeking, not just the former (as in neoclassical theory), and social benefits arise as a result of both. 

The last article in Part 1 focuses on the philosophy of science approach underlying marketing theory.  Easton reviews the debate concerning philosophy of science that took place in the marketing discipline in the 1970s and 1980s and concludes that realism was the apparent victor.  He points out that there are several versions of the realist approach and advocates that marketing adopt the critical realist (CR) approach, which is being adopted by and is having important impacts in many social sciences.  Drawing mainly on the work of Sayer he proceeds to outline the essential features of CR and to discuss its implication for marketing theory and methodology. CR focuses on the nature of causality and explanation.  Causality lies in the nature of objects and relations, in their ways of acting, and the way they combine to cause events, rather than simple cause and effect relations between discrete events or variables.  CR, he argues, offers an alternative to the predominantly positivist paradigm characteristic of much of marketing research and he uses exchange theory to show how CR draws our attention to important and neglected aspects of explanation.  He illustrates necessary relations in marketing phenomena and the need to understand the deep processes driving exchange not just simple causal links.  He stresses the role of contingency in marketing theory and teaching and the need for a more well founded categorization of exchange contexts in terms of their causal properties. 

Part 2 The Nature of Marketing Strategy and its Development

The five papers included in Part 2 are concerned with the nature of strategy and its development.  From a number of different perspectives, they examine the implications for management and strategy development of firms operating in complex, dynamic business networks in which the outcomes of individual actors’ behavior depends not only on competitors’ and final customers’ behavior but also the actions of others in the network, over whom they have limited control. These include suppliers, distributors, complementors (Brandenburger, and Nalebuff 1997), government organizations, specialist agencies and service organizations, research organizations, and so on. This leads to a profound uncertainty regarding the outcomes of strategic decisions and the path of network development and evolution. Despite our access to sophisticated decision-making technologies that are able to handle many of the intricacies of firm decision-making in complex competitive environments, a fundamental uncertainty remains that calls for different approaches to strategic decision-making and implementation.  Outcomes in business networks are co-produced, in a self-organizing manner, through the micro interactions among actors comprising the network.  Rather than controlling and directing their activities and outcomes, firms are seen more as participating, adaptive, sensing and learning organizations, that have to respond to unforeseen and unforeseeable opportunities and problems.  Such adaptive strategies involve the development and management of various types of simultaneously cooperative and competitive relations with other organisations, both directly and indirectly.  The articles in Part 2 describe various ways in which the strategic problem facing the firm can be better understood and addressed.

The first article by Lilien et al discusses the role that marketing engineering; a sophisticated computer based marketing decision-making technology, can play in supporting firms’ decision making.  Marketing engineering concerns the systematic translation of data, knowledge and judgement into a decision support tool and contrasts with the implicit models or “theories in use” underlying managers’ decision making.  The authors draw on their experience in developing and using the tools in their book Marketing Engineering, and the associated software, to show how it is possible to incorporate into a firm’s planning and decision-making process many of the factors affecting the success of a firm’s marketing strategy.  
Marketing Engineering harnesses the power of computers to link data, knowledge and judgement in ways that can assist managers to deal with the complex dynamic environments in which they operate.  But no amount of research, modelling and analysis will remove the fundamental uncertainty confronting business firms in business networks and this has important implications for strategy and the role and limits of decision support systems like marketing engineering.  It is not just a matter of including “judgements” into such systems but understanding the characteristics of the complex adaptive systems, the business networks, in which firms participate and the nature of the judgements that have to be made within and between firms.   Firms are continually responding to the actions of others that are responding to it and the outcomes are not easily, and in most cases cannot in principle, be traced to the consequences of the actions of individual firms and organizations (March 1996).  

The remaining four articles in this part focus on this fundamental uncertainty, the kinds of judgements that have to be made and what it means for strategy development and implementation. The articles build on research traditions linked to the Industrial Marketing and Purchasing (IMP) Group.  This group was founded in Europe in the 1970s as a result of dissatisfaction with prevailing marketing theory and methodologies.  Mainstream marketing texts at that time focused primarily (and many still do) on consumer marketing and fast moving consumer goods.  But European business was dominated more by business to business and international marketing, involving firms with a long history that were often involved in long term relations with customers and suppliers as well as other types of organizations. Over the years this group has conducted a number of studies of these types of markets and the group has grown to include additional contributors from Europe as well as Asia, Australia and the USA.  The history and contributions of this group has been described elsewhere (e.g. Anderson et al, 1994, Axelsson and Easton, 1992, Ford, 1997, Hakansson and Snehota, 1995, Johanson and Mattsson 1994, Wilkinson 2000).  Their studies and reflections upon the nature and functioning of business and international markets led them to develop the interaction and later network approach to marketing.  The interaction approach focuses on the two-way interactions between sellers and buyers in business markets and the role and importance of developing and managing, often close, long term relations, that comprise important personal and social dimensions as well as business and professional relations.  The focus on interaction and relations expanded in the late 1980s and 1990s to a focus on the networks of connected relations in which firms operate.  This led to the development of concepts such as relationship portfolios and network positions as important strategic issues for firms and to a focus on the management problems confronting firms operating in such networks.  The last four articles in this part reflect current thinking on the management issues confronting firms in business networks arising from this perspective.

Wilkinson and Young draw on research on the nature and dynamics of complex adaptive systems to better understand the nature of business networks and how firms can and should behave.  They describe how network outcomes are co-produced through firms participating in self organizing processes and show how cooperative strategies, in which some consideration is given to other network member’s objectives, have a role to play in producing a viable and adaptive network.  But, despite some claims to the contrary, the self-organizing process is essentially impossible to control or predict.  How firms participate in relations and respond to each other shapes the degree of interconnectivity in the network, and networks can be too richly as well as too weakly interconnected, in the sense that richly connected networks make the problems confronting individual actors even worse.  This understanding of networks as complex adaptive systems ties in with developments in other disciplines (e.g. Anderson et al 1999) and undermines traditional approaches to management that focus on controlling and directing systems.  The focus shifts to approaches that focus on management and strategy as processes of participating, sensing, adapting and learning.

Hakansson and Ford’s paper is the “child” of an earlier paper by Ford, Hakansson and Johanson (1985) entitled “How Do Companies Interact?” The earlier paper was concerned with positive theory, whereas here they consider the normative implications of interaction and network thinking.  They do this in terms of three paradoxes confronting firms: a) the business network is the source of life for a firm but also the cage that imprisons it; b) a firm’s relationships are the outcomes of its strategy and actions but the firm at the same time is the outcome of those relationships; c) the more a firm succeeds in controlling and directing a business network to achieve their own aims, the less effective and innovative will be the network.  In each case they discuss the impact of the paradox on business, illustrate it and consider the management implications.  Their conclusions indicate the limits of business researchers’ ability to direct managers' actions. Instead they can only help construct ever changing tools to help managers better understand their world.  This conclusion is somewhat counter to the arguments of Wilkinson and Young in the previous article that better understanding does not necessarily produce better behavior and may do the opposite.  There is clearly a need for research to identify conditions under which improving firms understanding of their business networks improves or harms individual and network behavior.  One way of examining this issue is through the development of agent-based models of self organizing systems, as described in Wilkinson and Young’s article. 

Chelariu, Johnston and Young consider a particular approach to developing adaptive strategies – improvisation.  They contrast this with a textbook tradition in marketing and business that emphasizes the importance of planning in advance and rational, semi-sequential decision-making.  Unplanned behavior and improvisation are seen as generally undesirable and relevant to atypical situations where fast learning and adaptation are crucial to a firm's survival.  But such situations are becoming more the norm and, as they argue, detailed planning in such environments may be at best a waste of time and at worst dangerous and make the problem confronting firms even more difficult.  They extend previous discussions of improvisation in marketing and link it with learning theory to consider the implications for strategy.  In particular they consider a strategic approach to collective improvisation in business network and how this can help firms to learn to become better improvisers.

Lastly, Kleinaltenkamp and Jacobs describe the nature and development of business to business marketing thinking in Germany and contrast this with the development of “mainstream” i.e. US thinking in the 20th Century.  German academics were among the original IMP group and others have since become active and regular participants at IMP Conferences and contributed to the development of research and thinking.  In this article the authors focus specifically on German contributions and show how this has grown out of the rich intellectual tradition in economics in the German literature, particularly Austrian economics and institutional economics.  To advance in German academic institutions, scholars were required to publish much of their work in German.  Hence, much work remains unknown in English speaking countries and, as the authors characterize it, there emerges one of a number of black holes in marketing thinking.  Scholars are able to read publications in English but do not often publish in English because of difficulties with the language and the availability of respected publications in their own language.

Kleinaltenkamp and Jacob distinguish three streams of thought, building on the foundation provided by the interaction approach: the network approach; transaction cost economics; the dynamics of transactions; and new institutional economics, as reflected in the works of Douglas North, the Nobel Prize winner, for example.  The latter approach is the focus for much of the article, as the authors have been most associated with the development and application of these ideas to business marketing.  They show how the theory of property rights, transaction cost economics, agency theory and information economics are used to inform their thinking and how this translates into a different understanding of the nature and role of marketing management. Their ‘Leistungs’ framework leads to a focus on process and resource design, communication and control as important aspects of value creation and management, in addition to the more traditional areas of product design, communication and control.
Part 3 Specific Themes

The final two articles address two particular issues for marketing theory to address in the third millenium.  Peterson and Welch review research on foreign market operating modes and show how the joint use of different types of modes by firms has been neglected and even suppressed in previous research.  They consider the reasons for firms using combined modes in terms of unrelated, segmented, complementary and competing modes.  They focus on the use of modes that complement each other and propose a conceptual framework for considering the nature and role of different integrated mode packages and how this relates to a firm’s internationalization.  Their analysis leads to the identification of promising areas for further research of both theoretical and managerial relevance.  The interrelations among modes also reflects many of the issues of network development and management discussed in the articles in Part 2.

Finally, Frambach and Schillewaert present a comprehensive review of research in the area of organization adoption of innovations.  They develop an integrated model of the direct and indirect effects of different types of factors on the adoption process for the organization as a whole and for people within an organization.  They point to deficiencies in our understanding of the impact of various factors on stages of the adoption process, as most research has tended to focus on the adopt-not adopt dichotomy.  Few consider the indirect effects of factors mediated by beliefs and attitudes.  The impact of network externalities and critical mass effects, both positive and negative are also underdeveloped.  They point to several fruitful areas for further research including the role of the internet as a focal innovation and in terms of the way it impacts on the adoption diffusion process.

Final Thoughts

As we enter the third millenium we are confronted with many new opportunities, challenges and problems.  In particular, the rapid advance in computer technology and the Internet are both topics for study in their own right but also provide opportunities to research aspects of marketing in exciting new ways.  We can see this in a number of the articles in this issue.  Lilien et al show how these technological developments have led to the creation of sophisticated decision support systems which they term Marketing Engineering - even though other papers in Part 2 counsel us about the inherent limits of such tools.  Frambach and Schillewaert show how the Internet and computer systems are an important topic for innovation adoption research in organizations and how they also impact on the nature of the adoption – diffusion process.  Wilkinson and Young introduce us to developments in agent based modelling, an area sometimes referred to as Artificial Life; a new class of dynamic models that promise to extend and deepen our understanding of the complex dynamics and interactions underlying marketing system behaviour, organization and evolution.  Already, these types of models and what they imply are being taken up by business and by management researchers. Marketing scholars must not be left behind.  These models will help us develop better insight and sensitivity to the nature and limits of strategic planning and control for players participating in such systems – even if they do not and can not equip us with new tools to “solve” the complexities of a firms’ strategic dilemma.  This last point has been made plain in a number of the articles in Part 2.

But we must guard against the temptation to reach out for new principles and theories to explain the phenomena and issues confronting us.  The Internet and computer technologies do not alter the fundamental relevance of our theories of markets and marketing. Instead, they are new contexts within which these principles and theories operate.  The danger is we adopt narrowly based, partial theories of phenomena and then throw them away and replace them with new ones when they do not work.  Hunt and Duhan show us how neo-classical economics leads to a focus on efficiency concerns and how these have dominated much contemporary thinking about the nature and role of markets in society. As they stress, the point is not to replace these theories but to augment and integrate them into a wider framework that includes both efficiency and effectiveness dimensions.

We can do no better than to end with a return to Dixon’s paper. He clearly shows us that marketing thought did not begin in America at the beginning of the 20th Century but has a far longer and distinguished intellectual history.  Most of the problems and issues we confront are, in essence, not new.  It is just the form they take and we must go beyond superficial aspects to see the essential nature of the problem and issue.  For example, we need to appreciate how the Internet expands the speed, cost and scope of interaction and maybe the nature of the information shared.  How it allows managers to more closely consider and integrate some aspects of their environment in their decision-making.  But it does not change the underlying principles driving market process - just how they manifest themselves. If this were not the case we would have to seriously reconsider the basis of some of our theories – and perhaps we need to in some cases.  We look forward to the third millenium – or that small bit of it we will see.  It promises to be exciting!
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