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CHAPTER ONE
INTRODUCTION

1.1 Background
Discovering and  com m ercialsing of new drug m olecules is critical for the future 
assets of a pharm aceu tica l com pany. However, bringing a  m olecule from 
discovery to m an u fac tu rin g  is a long and costly p rocess that im plicates several 
phases: Three developm ent clinical test phases, P hase I to Phase III, the filing 
of a New Drug A pplication, NDA, and the final approval by governm ental 
regulatory au thorities. Thereafter, m anufacturing  s ta r ts  and eventually  a phase 
IV trial is conducted  to fu rther analyze side effects on larger populations, and 
the com pany finally realizes re tu rn  on its investm ent (WHO,ASEAN TRIPS 
report.2006).After having decided to launch a discovered m olecule into the 
development pipeline, the com pany is able, a t any  m om ent to reevaluate the 
interest of ,one, C ontinu ing  the p rocess ,two, Selling the molecule to another 
company and getting  back the research  investm ent .three, Subcontracting  
partially or totally the rem aining p rocess to com plete the research p h ases  until 
NDA and M anufacturing .

Once the new produc t begins to be m anufactu red , the com pany has to 
schedule this new  production an d  has the choice between 3 possibilities, 
Integrating this new  production into the existing production  capacities, an d /o r  
Planning to ex tend  the production capacities to ad ju st it to the new 
requirem ents a n d /o r  decision to subcon tract partially or in totality  the 
production of th is  product. In th is case, early co n tac ts  have to be taken  with 
the partner, selected upon his capabilities, financial health , knowledge and 
experience according the p roduct to be m anufactu red . Products originating 
from th is route are usually  “branded  original” p roducts. These products 
usually have World Trade O rganization paten t protection for periods of up  to 15 
years. The p roduct is then availed globally th rough applications to individual 
country regulatory au tho rities which review scientific evidence of efficacy and



safety before being  authorized for sale in such  m ark e ts  (WHO,ASEAN TRIPS 
report,2006).O th e r com panies will not go th rough  su ch  a process. They will 
copy form ulations of already licensed products, depending  on p a ten t protection 
and commercial success. Using replicated d a ta  from phase I -IV tes ts , they will 
submit their “g en erics” for com m ercialization approval by regulatory au thorities 
who only su b jec t such  generics to quality te s ts  (WHO,ASEAN TRIPS 
report,2006).

1.1.1.Market O rientation
According to Jaw o rsk i and Kohli (1996), Market orientation  lies a t the  heart of 
business and m anagem ent practice in today’s m odern business organization. It 
is based in m arketing  theory a s  the operationalization of the m arketing 
concept. M arket o rientation  concerns learning ab o u t the m arket, in other 
words, developing an  u n ders tan d ing  of the m arket, and  using it for m arketing 
actions. M arket o rien tation  is conceptualized as a cu ltu re  or philosophy on the 
one hand or a  se t of inform ation processing activities on the o ther. Both 
conceptualizations are  operationalised and used  to investigate the relationship  
with business perform ance indicators. Most stu d ies report a  positive, and in 
some cases m oderated , relationship  between m ark e t orientation and  business 
performance in d ica to rs  for various m arkets (B iem ans and  H arm sen, 1995).The 
product developm ent literature em phasizes the  im portance of m arket 
orientation as well. A strong m arket orientation m akes all the difference when 
it comes to sep a ra tin g  successful versus u n su ccessfu l industria l products. 
Various product developm ent stud ies consider m ark e t orientation  a  driver of 
product developm ent perform ance and one of the controllable factors 
influencing new produc t success.
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The u n d e rs tan d in g  of custom er needs with the p u rp ose  of supplying superior 
custom er value is cen tral both to m arket o rien tation  (Narver, S later, et al, 
1998. Jaw orsk i an d  Kohli, 1996) an d  to new product developm ent (Griffin and 
Hauser, 1993; Z irger and Maidique 1990. Cooper an d  K leinschm idt 1995; Kohli 
and Jaw orski 1990; B iem ans and H arm sen, 1995). Most definitions of m arket 
orientation include reference to bo th  the use of m ark e t inform ation and  inter- 
functional coordination .

1.1.2. Product D evelopm ent
Product developm ent can be defined as the transform ation  of a  m arket 
opportunity and  a  set of assum ptions about product technology into a  product 
available for sale. As shown in Table 1, there are  a t least four common 
perspectives of p roduct design an d  development: m arketing, organizations, 
engineering design, and operations m anagem ent (K rishnan and  Ulrich, 2001). 
In addition to the perspectives highlighted in this table, these d im ensions often 
differ in the level of abstraction  a t  which product developm ent is stud ied . For 
instance, the organizational perspective is focused a t  a  relatively aggregate level 
on the d e te rm in an ts  of project success. On the o th er hand , m u ch  of the 
engineering and  m arketing  literatu re is a t a  more detailed level of abstrac tion , 
with the focus being the individual product engineer or m arket researcher and 
the issues confron ting  them . Several publications give excellent review of the 
engineering design  literature, m arketing perspective and the operations 
perspective, and  som e of them  even serve to bridge two or more perspectives. 
Market oriented new product developm ent can  according to Kohli an d  Jaw orski 
(1990) be defined as:

“The development o f new products, which is based on the generation o f market 
information, the dissemination o f the information across departments and 
responsiveness o f  various departments to it."
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In their analysis, Montoya-W eiss and  Calantone (1994) conclude th a t  a  large 
num ber of s tu d ie s  sta te  that, am ong others, factors related to m arket 
orientation determ ine new product performance. T hese factors can  either be 
considered a p art of m arket orientation, such as proficiency of predevelopm ent 
activities, proficiency of m arketing activities, and protocol or a s  a consequence 
of having a m ark e t o rien tation  such as p roduc t advantage. This 
conceptualization and  operationalization of m ark e t o rien tation  in the 
managerial context of critical processes is relevant for two reasons. F irst, when 
m anagers do n o t know how to operationalize m arket orientation  in 
m anagem ent p ractice, in o ther w ords, how to identify w hat n eed s to be 
changed, they m ay perceive the cost of being m arket-oriented  as a real barrier. 
However, these m anagers fail to realize th a t not being m arket-orien ted  is a 
major cause  of b u sin ess  failure (Biem ans and  H arm sen, 1995).

Second, a conceptualization and operationalization of m arket o rien tation  a t the 
level of critical p rocesses will stim ula te  academ ic research  on im plem enting 
and enhancing m arket orientation. In addition to n o t knowing w hat to change, 
m anagers perceive a  lack of guidelines abou t the im plem entation of m arket 
orientation in their organization. In other words, they do no t know  how to 
change, among o th er argum ents, because academ ic research  does n o t provide 
these guidelines

1.1.3.The Pharm aceutical industry in Kenya
The trend towards globalization an d  the m assive consolidation across the 
pharm aceutical secto r in recent years, with m inim al growth in the estim ated 
Ksh 15 billion pharm aceu tical m arket with over 9000 products registered to be 
marketed in Kenya (Kenya pharm aceutical in d ustry  overview, research  and  
markets, report, 2008) is placing particu lar p re ssu re s  on pharm aceutical 
organizations operating  in Kenya to develop flexible and  effective m arketing 
systems th a t enable them  to stay ahead  of the com petition. Im plem enting such
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integration-based stra teg ies requ ires significant p roduc t innovations th a t are 
capable of m eeting the em erging d isease and  regulatory  challenges of the 
country, such  as  HIV/AIDS and m ulti drug re s is tan t tubercu losis, b u t also 
flexible enough to respond to both business and social environm ents (Kenya 
Pharm aceutical industry , Export processing zone, 2005).The ind ustry  has 
clearly th ree  d istinc t types of com panies; the first g roup  is the b randed  original 
product m u ltina tionals or their subsid iaries operating  in the region with 
headquarters in Kenya. These have large research an d  developm ent b ases and 
usually hold global p a ten ts  on th e ir products according to World Trade 
Organization, WTO, s ta tu te s  (Kenya Pharm aceutical industry , Export 
processing zone, 2005).

Such firms include B oehringer Ingelheim, Bristol-M yers Squibb, 
GlaxoSmithKline, Merck & Com pany, Hoffman La Roche, Pfizer, an d  Abbott 
Laboratories and o thers. The second group deals in generics -functional copies 
of the drugs developed by the large m ultinationals , these generics can  either 
be branded or non-branded  such  com panies are principally Indian com panies 
in origin, although not exclusively, which have recently  invaded th e  Kenyan 
m arket with lowly priced p ro d uc ts with less em p h as is /ex p en d itu re  on 
m arketing and include G lenm ark pharm aceu ticals, Cipla pharm aceuticals, 
Cadilla pharm aceu ticals , Torrent pharm aceu ticals am ong  other .

The third group, locally owned com panies which a re  mainly retail pharm acies 
or sta rt off as such  and  la ter become distribution agencies for both branded 
and generic pharm aceutical com panies such com panies include, O m aera and 
countrywide pharm aceu ticals am ong others. None of the com panies is involved 
in research and developm ent of new com pounds locally and all invariably are 
im porters of either finished and globally branded p ro d uc ts ,all th ree types of 
com panies or im port bulk raw m aterial which is th en  packed and  branded 
locally -Indigenous firms and  som e m ultinationals (Kenya Pharm aceutical 
industry, Export processing zone, 2005).The pharm aceutical ind ustry  consists
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of three segm ents nam ely the m anufactu rers, d istrib u to rs and  retailers. All 
these play a m ajor role in supporting  the co u n try ’s health  sector, which is 
estimated to have ab o u t 4 ,557  h ea lth  facilities countrywide. Kenya is currently  
the largest p roducer of pharm aceu tical products in the Common M arket for 
Eastern and  S o u th ern  Africa (COMESA) region, supplying abou t 50% of the 
regions’ m arket. O u t of the region’s estim ated of 50 recognized pharm aceutical 
m anufacturers; approxim ately  30 a re  based in Kenya (Kenya Pharm aceutical 
industry, Export p rocessing  zone, 2005).

There are 210 registered  w ho lesa lers /d istribu to rs in Kenya, of w hich only 50 
import or m an u fac tu re  and  m arket and develop p roduc ts (Pharm acy and 
poisons board register, 2008). It is approxim ated th a t ab o u t 9,000 
pharm aceutical p ro d uc ts  have been registered for sale in Kenya .These are 
categorized according to p articu lar levels of outlet a s  free sale s/O TC (Over The 
Counter), pharm acy technologist d ispensable, or p h arm acist d isp ensab le / 
prescription only (Kenya Pharm aceu tical industry , Export processing  zone, 
2005).

Kenya has in place a pharm acy and  poisons b o ard  which regu la tes the 
industry. Over the  la s t few years there have been  several legislative and 
regulatory changes w ith a view to m eeting the changing health  care s tru c tu res  
and healthcare delivery to the en tire  population, m any of whom have not 
previously had access to services. A spects of the new legislation include generic 
substitution, price control, m arketing  restric tions, limited d ru g  lists, 
international tendering, and  a fast track registration system  and  the 
introduction of parallel im porting of certain drug classes. This m eans an 
effective supply of high quality d rugs at the lowest possible price. The state 
itself purchases 50%  of all d rugs by volume b u t yields only 30% of total value 
as suppliers sell to the s ta te  at drastically  lower p rices th an  to the  private 
sector (Kenya Pharm aceutical industry , Export processing zone, 2005).The
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generic m arket is expected  to grow to in excess of Ksh 5 billion by 2 0 10  a 50% 
increase in value w ith in  the last 10 years. The private m arket is estim ated  a t  
Ksh 8 billion du rin g  2008 of which approxim ately Ksh 5 billion is private sector 
and Ksh 3 billion is in the public sector. There is a published  essen tia l drug list 
for prim ary, secondary  and  tertiary  care by the m inistry  of health.

Prices are  also regu la ted  by form ularies by the larger hospitals an d  to some 
extent h ea lth  in su ran ce  com panies, this is not p o pu la r with the in d u stry  as it 
somewhat is restrictive and  anti-com petitive (Kenya P harm aceutical industry , 
Export p rocessing  zone, 2005).H ealthcare is partially  funded th rough  taxation 
in the public and  private sector an d  by medical in su ran ce  and  individually in 
the private sector. M anaged healthcare is gaining popularity  as a  m eans of 
containing costs an d  providing affordable quality hea lth  care for a  greater 
num ber of persons (Kenya Pharm aceutical industry , Export p rocessing  zone , 
2005).

Frequently top m anagers in pharm aceutical firms a re  heavily b iased towards 
technical d iscip lines such  a s  m edical and biological sciences (Knight, 1986). 
Marketing and general m anagem ent skills are often significant areas of 
w eakness within su ch  firms. Science based en trep ren eu rs  tend to over
em phasize the purely  scientific and  technological sides of th e ir b u sin ess , the 
“push of the  science” thereby neglecting other key strategic issues su c h  as the 
dem ands o r “pull” of the m arketp lace (Knight, 1986). Push in this case  is the 
result of scientifically innovative product h u n tin g  for a u se  as a  potential 
solution to a problem  while m arke ts “pull” discovery by dem anding so lu tions to 
specific problem s. Pharm aceutical firms, frequently rely on a p ro d u c t and 
technology focus instead  of the  needs of the custom er. Kenyan pharm aceutical 
firms are often the custom ers, and their needs m ay o r may no t be technology 
derived given the  cost of such technological innovations vis-a-vis the 
purchasing  power of their m arkets.
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1.2 S tatem en t o f  th e  problem
In the last decade m any  p h arm aceu tica l com panies in Kenya have introduced 
new products into the  Kenyan m ark e t with varying resu lts, some have been 
successful yet o th e rs  have not despite some of these p ro d uc ts being 
blockbusters in the  in terna tional m arkets. It is likely th a t the reason  for failure 
of new products am o n g  pharm aceu tical firms could be due to lack of custom er 
focus in the developm ent stages an d  even when the product is availed in the 
market place .For a  new product th a t  people are n o t aw are of, it m u s t be seen 
to be addressing  th e ir  needs if it is to a ttrac t their a tten tion . In this regard  the 
customer shou ld  alw ays be top of m ind during all new  product developm ent 
stages from pre-m arketing  to m arketing  stages (Thomke,2003). Conceptualizing 
market o rien ta tion  a t  the level of the  product developm ent process is relevant 
because m arket o rien ta tion  is a highly critical factor for new produc t success, 
Biemans and  H arm sen  (1995), note th a t having a  m arket o rientation  in 
product developm ent h a s  proven to be a  highly critical factor for new  product 
success

As m entioned in th e  in troduction, it has already been  extensively show n th a t 
market o rien tation  is positively related  to firm perform ance (Narver, and 
Slater 1990, Jaw o rsk i and  Kohli, 1993. M atsuno a n d  M entzer, 2000; Pelham,
1999) . However, technological tu rbu lence, in th is  case new product 
development, in an  industry  may lessen the im portance of m arket orientation 
because technology provides a second avenue for firm s to achieve superior 
performance (Kohli an d  Jaw orski, 1990), th is is especially tru e  in th e  Kenyan 
mobile telephone in d u stry  with dom inan t players like Safaricom, Zain, Orange, 
and Yu, where new  p roduc ts and  hence com petition is technology based. 
There are stud ies th a t relate m arket orientation to product developm ent in 
terms of new p roduc t success or perform ance (Pelham, 1999; Naver an d  Slater, 
1990; Takayam a an d  W atanabe, 2002; Matsumo a n d  Mentzer, 2000; Dawes,
2000) . None of th ese  stud ies however specifically re late  to the pharm aceu tical 
industry furtherm ore no study  h as  been carried o u t on the pharm aceu tical

8



industry in Kenya on the relationsh ip  between p roduct developm ent and 
market orientation.

Only a few of th e  above stud ies conceptualize th e  integration of m arket 
orientation and p ro d u c t developm ent. These stud ies can  be classified using  the 
distinction betw een the cognitive and  behavioral perspectives of m arket 
orientation. Such s tu d ie s  which In terp re t p roduct developm ent an d  m arket 
orientation from a resource-based  perspective though allow the identification ol 
the distinctive capab ilities th a t constitu te  m arket-orien ted  product 
development. S uch  stu d ies  have been mainly lim ited to, theoretical concepts 
such as com petence and capability  (Han et al, 1998), describe m arket 
orientation as fea tu res  of a  product developm ent team  or develop m arket 
information tools an d  techniques with p roduct developm ent (Griffin and 
Hauser 1993; H urley e t al, 1998).

1.3 Research o b jectives
i. To determ ine the relationship  between m ark e t orientation an d  product 

developm ent by Pharm aceutical firms in Kenya

ii. To identify th e  challenges faced by Kenyan pharm aceu tical firms in 
product developm ent.

iii. To determ ine factors o ther th an  m arket o rien tation  th a t are im portan t in 
new product developm ent in pharm aceutical firm s in Kenya

9



1.4 Im portance o f  th e study
The study will therefore form a  basis for further research  in the sam e area or 
industry. It would in p articu la r be of significance to those who would like to 
pursue research  on new product developm ent and  m arketing  innovation in the 
Kenyan p h arm aceu tica l industry  p inpointing their su ccesses and  w eaknesses. 
The study will a lso  pinpoint im provem ent an d  touch-poin t a reas  for 
successful p roduct developm ent by pharm aceu tical firm s in Kenya and by 
extension .o ther in d u strie s .
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CHAPTER TWO 
LITERATURE REVIEW

2.1 Market orien ta tion
Since the 1980s, m arket o rientation  pervades academ ic research  and 
management Practice. It is rooted in m arketing theory a s  the operationalization 
of the m arketing  concept. M arket orientation concerns learning ab o u t the 
market, in o th er w ords: developing an  understand ing  of the m arket, an d  using 
it for m arketing  ac tions. A m arketing  orientation ho lds th a t the m ain tasks of 
the organization is to determ ine the needs and  w an ts of the target m ark e t and 
satisfy them  th ro u g h  the design, com m unication, pricing and  delivery of 
appropriate and  com petitively viable products and services (Kotler an d  Clarke, 
1987). P harm aceu tica l firm objectives are usually  com m ercial, hum anitarian , 
regulatory and  som etim es social, th ese  pose a problem  for these firm s, as they 
become m arketing  oriented  and  com m it them selves to satisfying m ark e t needs 
and w ants.

What a patien t needs from a pharm aceu tical com pany is a  good quality, 
reasonably priced m edicine and yet some of these needs m ay be difficult to 
satisfy, e ith e r b ecau se  they go ag a in st the society in terest or ag a in st the 
patients long-run in te re sts  (such as  cigarette smoking), patien ts m ay also have 
needs th a t they do no t recognize (need for balanced nu trition . The firm may 
then w ant to p ress th ese  onto the consum er, which invariably becom es costly 
and th u s  the high cost of new product developm ent for pharm aceutical 
products (Takayam a and  W atanabe, 2002). A m arketing  orien tation  can 
contribute greatly to organizations effectiveness and th is would be reflected in 
the way it exhibits the five major a ttr ib u te s  of m arket orientation (Matsumo 
and Mentzer, 2000).

ef?rvT~ m ror Nairobi
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The firm shou ld  have a  custom er philosophy which acknow ledges th e  primacy 
of the m arket place and  of cu sto m er needs an d  w ants in sh ap ing  the 
organizations p lan s an d  operations; The firm shou ld  have an integrated 
marketing system  w ith  staff carry ing  out m arketing , analysis, planning 
implementation an d  control; M anagem ent should  have a system  of getting 
adequate m arke ting  inform ation needed to conduct effective m arketing; The 
firm should have a strategic orientation. M anagem ent should  generate 
innovative stra teg ics an d  p lans for achieving the firm ’s long term  objectives; 
and lastly the  firm shou ld  be efficient in its operations, m arketing activities 
should be selected an d  handled  in a  cost effective m an n e r (Pelham, 1999).

To date, m ark e t o rien ta tion  stud ies em phasize the conceptualization  of m arket 
orientation and  the  validation of m easu rem en t scales. M arket o rientation  is 
conceptualized as  a  cu ltu re  or philosophy on the  one h and  or a  set of 
information processing  activities on  the other. B oth conceptualizations are 
Operationalized a n d  used  to investigate the re lationsh ip  with business 
performance ind icators. Most stu d ies report a  positive, and in som e cases 
moderated re la tio n sh ip  between m ark e t orientation a n d  business perform ance 
indicators for various m arkets (Han et al, 1998; Hurley an d  H ult, 1998; 
Jaworski a n d  Kohli, 1993; Narver an d  Slater, 1990; Pelham  an d  W ilson, 1996; 
Slater and Narver, 1998).

Market o rien tation  w as defined by Narver and S later (1990) as the competitive 
strategy th a t  m ost efficiently generates the right k in d s of behavior to create 
enhanced value for the consum er and  therefore a ssu re s  bette r long-term 
results for corporations. According to these au th o rs , m arket o rientation  is 
based on orien ta tion  tow ards the custom er, o rien ta tion  tow ards com petitors 
and in ter-functional coordination. Kohli and Jaw orsk i (1990) identify three 
structural com ponen ts of m arket orientation, generation  and  analysis of all 
relevant inform ation about the m arket; d issem ination  of th is inform ation 
among the various dep artm en ts of the  organization in order to coordinate and
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arrange strategic p lann ing ; an d  im plem entation of strategic initiatives designed 
to satisfy the m arke t. O ther a u th o rs  have p u t forward sim ilar definitions of 
market orientation. For exam ple, B iem ans and  H arm sen (1995) define m arket 
orientation as  the in ten sity  with w hich com panies, ob ta in  and use inform ation 
on custom ers, develop strategic p lan s on the basis of th a t inform ation, and 
implement these p lan s , th u s responding  to cu s to m e rs’ w ishes and  needs. In 
reviewing th is co n s tru c t, Griffin an d  H auser (1993) have provided a  broader 
definition of m arket o rien ta tion , w hich he defines as a  competitive strategy  that 
involves all functional a reas and  levels of the organization an d  em braces the 
different m arket p a rtic ip an ts . These partic ipan ts or m ark e t forces are  the final 
customer, the in term ed iate  custom er (distributor), com petito rs and 
environmental factors.

To create and  hold on  to a com petitive advantage, com panies m u st analyze and 
act on every one of th ese  m arket forces with proper coordination  betw een their 
functions. As a re su lt, in this theoretical framework, m arket o rien ta tion  can be 
conceptualized as  consisting  of n ine facets, ana lysis of the final custom ers, 
analysis of in term ed iate  custom ers, d istribu tors, an a ly sis  of the com petitors, 
analysis of the m ark e t environm ent, Strategic ac tions on the final custom ers, 
Strategic actions on  interm ediate custom ers, d is trib u to rs , Strategic ac tions on 
the com petitors, S trateg ic actions on the m arket environm ent, a n d  Inter
functional coord ination  (Ghosh, 2001).

That m arket o rien ta tion  is conceptualized as consisting  of nine facets should 
not be taken to imply th a t m arket orientation is a m ultid im ensional concept. It 
has been shown th a t  these facets a re  well accounted for by a one factor model. 
Therefore, these n ine facets should be taken as  the conceptual com ponen ts of a 
one-dimensional co n s tru c t of m ark e t o rientation, and one-dim ensional 
measure of m arket o rientation  is called for.
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2.2 Product d evelop m en t
An organization th a t  w ishes to succeed, en trep reneuria l organization, m ust set 
up system s th a t will lead to successfu l new p ro d uc t launches (Kotler and 
Clarke, 1997). This is a  proper way of introducing new  products th a t  usually 
raises the probability  of success. The steps involved in new product 
development include, Idea generation , Idea screening, Concept developm ent 
and testing, M arketing strategy, B usiness analysis, P roduct developm ent, 
Market testing  an d  Com m ercialization. A product Idea is a possible product 
described in objective and functional term s th a t a firm  can  see itself offering to 
the market.

Firms may differ in their need for new  product ideas though invariably such 
ideas em anate from either m onitoring their client n eed s and  w ants through 
direct surveys, projective tests , focus group d iscu ss ion s and the le tte rs and 
complaints they generate or m onitoring com petito rs for successfu l new 
activ ities/products. The idea is usually  produced  through inspiration, 
serendipity, client request or formal creativity techn iques (Thomke, 2003).A 
pharm aceutical firm h as very little control over the first three processes; they 
can however train  th e ir executives to use certain  creativity techn iques, which 
include; Client problem  analysis, w hich involves interviewing p a tien ts  and 
asking the clients to identify problem s they have with cu rren t p roducts.

Product m odification analysis, which involves exam ining the various attribu te  
of current p roducts and  coming up  w ith ways to modify, magnify, substitu te , 
rearrange, reverse o r combine one o r more features of a  product or m ore than 
one product; and finally B rainstorm ing, which involves a group people being 
given a specific problem  to th ink  and  deliberate about. People are then 
encouraged to com e up with new ideas-the wilder the better (H uston and 
sakkab, 2006).
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The purpose of idea screening  is to elim inate those th a t  do not w arran t further 
attention. This m ight resu lt in an excellent idea being dropped or a  bad idea 
being adopted for fu rther developm ent. Each idea th a t is developed takes 
substantial m anagem en t time and m oney, it is therefore im portan t to elim inate 
all but the m ost prom ising ideas. At this stage th e  firm should consider 
whether the idea m eets a need, h a s  adequate m ark e t, and  has a  growth 
potential an d  w heth er the idea is com patible with its  objectives. The firm will 
also look a t w hether it has the requisite  capital, necessary  staff capabilities and 
physical facilities o r if it can  acquire such  facilities. A strong  negative answ er to 
any of these q u estio n s should disqualify the idea. The ones, which p ass  then, 
go to the next stage of concept developm ent (Thomke, 2003; H uston and 
Sakkab, 2006).

A product concept is a  particu lar subjective co n sum er m eaning th a t the firm 
tries to build into the product idea. This finally leads to the p roduct image, 
which is the  p articu la r subjective p ic tu re  th a t the co n sum ers finally acquire of 
the product. A p ro d uc t idea can re su lt in to several concepts. The various 
concepts generated  from the p roduct idea are then tak en  to consum ers to get 
their reaction. E ach concept should be presented in a  m anner th a t allows the 
consumer to u n d e rs tan d  it clearly and  allow them  to express th e ir level of 
interest. At th is stage it is im portan t to u n derstan d  th a t  people do no t always 
carry out their s ta ted  in tentions (Thomke, 2003; H uston  and Sakkab , 2006).

The firm should  develop a  prelim inary strategy it will use to in troduce the 
product to the m arket. Evaluation of full revenue an d  cost im plications are 
done. The m arketing  strategy should describe the size, s tru c tu re  and  behavior 
of the target m arket, the intended positioning of the new  product in th is  m arket 
and the utilization and  revenue goals in the first few years. Secondly the 
marketing strategy should outline the new p roduc ts in tended  price, 
distribution strategy, promotion strategy and the m arketing  budget for the first 
year. Thirdly the m arketing plan should describe the intended long run
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revenue an d  profit goals and  m arketing  mix strategy over time (Thomke, 2003; 
Huston and  S akkab , 2006).E stim ates of sales revenue and  costs of bringing the 
new product to m ark e t allow profitability projections .Usually a break-even 
analysis is done to determ ine the b reak  even point. The expected costs are 
segregated into fixed costs and  variable costs an d  break even point is 
calculated a s

B reak  even po in t = Fixed c o s t/  (unit selling price-U nit variable cost)
This is the point w here ne ith e r losses nor profits a re  m ade from th e  product 
sales (Thomke, 2003; H uston and  S akkab , 2006) .The p roduct is produced and 
tested in sm all n u m b ers  w ithout se tting  up a  whole new bu sin ess. Usually 
prototypes a re  developed which are then  pu t th rough  functional and consum er 
tests. In m arket testing  the  p roduct is and  the m arketing  program  are 
introduced into an  au th en tic  consum er se tup  to determ ine how well the 
product will perform before m aking the  final decision to launch  it in th e  m arket 
place (Thomke, 2003; H uston and  S akkab , 2006).

The previous processes should give m anagem ent enough inform ation to make a 
final decision on a full-scale launch  of the product. In doing th is  the consum er 
adoption p rocess shou ld  be followed as  a  guide and  specific m arketing  plans 
set up to crea te  aw areness, in terest, evaluation, trial an d  adoption a s  speedily 
as possible. This will be done by highlighting the p ro d uc ts relative advantage 
and com patibility to w hat consum ers are already using, explaining any 
complexities to allow easy informed use , encouraging tria ls and  word of m outh 
description by those who have u sed  the p roduct to others. The product 
development literatu re em phasizes the im portance of m arket orientation  as 
well. In 1979, Cooper already concluded th a t a  strong  m arket orientation 
makes all the difference w hen it com es to separa ting  successfu l versus 
Unsuccessful industria l products.
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Various product developm ent s tu d ies  consider m arke t orientation a driver of 
product developm ent perform ance and  one of the  controllable factors 
influencing new p ro d u c t success (Cooper and Klein Schm idt 1995; Montoya- 
Weiss and C alan tone 1994). M ontoya-W eiss and  C alan tone (1994) s ta te  th a t a 
large num ber of s tu d ie s  s ta te  that, am ong others, factors related to m arket 
orientation determ ine new product perform ance. T hese factors can  either be 
considered a  part of m arket o rien ta tion  (such a s  proficiency of predevelopm ent 
activities, proficiency of m arketing activities, and  protocol) or a s  a consequence 
of having a m arket o rien ta tion , such  a s  product advantage.

This is w hat is called a science push  in technologically oriented com panies like 
pharm aceutical com panies, Science p u sh  resu lts from  research  and  scientific 
discovery in physics, m edicine, chem istry , and  biology. New product ideas can 
arise from science p u sh , hunting  for a  u se  as a po ten tial solution to a  problem. 
Cohen and Levinthal (1989), suggest th a t in order for a firm to be able to 
exploit external technological knowledge, it needs to have the in ternal skills to 
understand this knowledge and  its  potential u ses. This ability to exploit 
knowledge from ex te rn a l sources is called absorptive capacity (Cohen and 
Levinthal, 1989). At the other end of the con tinuum  are m arkets th a t  “pull” 
discovery by dem and in g  solutions to specific problem s.

A m arket-oriented firm  generates intelligence on th ese  problem s and  potential 
solutions, d issem in a tes that intelligence inside the firm  and is responsive to it 
in its actions (Kohli an d  Jaw orski, 1990). Finally, innovation processes in a 
pharm aceutical firm com bine both th e  m arket pull an d  science pu sh  to end up 
with successful so lu tions for m arkets. Although bo th  the m arketing  and 
product developm ent literature acknow ledges the im portance of having a 
market orientation, hardly any  study  reports abou t th e  conceptualization  and 
operationalization of m arket o rien tation  in the m anagerial context of critical 
processes, such  as, product developm ent.
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This conceptualization and  operationalization  of m ark e t o rien tation  in the 
managerial context of critical p rocesses is relevant for two reasons. F irst, when 
managers do not know  how to operationalize m arket o rien tation  in 
management practice, in o ther w ords, how to identify w hat needs to be 
changed, they may perceive the cost o f being m arket-o rien ted  a s  a  real barrier 
(Hall and B agchi-Sen, 2002).However, these m anagers fail to realize th a t not 
being m arket-oriented  is very costly to a  business, resu ltin g  in high levels of 
customer com plain t an d  expensive response m echan ism s; m aintaining 
expensive services a n d  p roduct a ttr ib u te s  th a t are n o t valued by custom ers; 
holding prices too low, because cu sto m er values system s are no t understood; 
constantly investing in prom otional an d  selling activities to win new business 
to replace th a t lost to com petitors, because  they are b e tte r  drivers of custom er 
satisfaction; and  lost opportun ities to develop new m ark e ts  from a platform  of a 
secure custom er b ase  held in place by su s ta in ed  service and  quality 
performance (Hall a n d  Bagchi-Sen, 2002).

Therefore m arket o rien tation  rem ains incom plete if p ractitioners do not 
understand the m o du s operandi th a t gives rise to su p e rio r custom er value and 
corporate perform ance. Second, a conceptualization a n d  operationalization of 
market orientation  a t  the level of critical processes will stim ulate academ ic 
research on im plem enting  and enhancing  m arket o rien tation . In addition  to not 
knowing w hat to ch an ge , m anagers perceive a series of guidelines ab o u t the 
implementation of m ark e t orientation in their organization. In o th er words, 
they do not know how to change, am ong o ther a rgu m ents , because academ ic 
research does not provide these guidelines (Day 1994; Narver an d  Slater. 
1998).
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2.3 M arket-oriented product developm en t
This can be described  a s  a series of m arket-rela ted  inform ation processing 
activities geared tow ards product developm ent. Inform ation is collected inside 
and outside the organization , d issem inated  through th e  organization, an d  used 
to perform various p ro d uc t developm ent activities. P roduct developm ent and 
market o rien tation  ca n  both be regarded as inform ation processing activities. 
In other w ords, developing p ro d uc ts  from a  m arket-o rien ted  perspective 
consists of technical an d  m arket inform ation p rocessing  activities (Thomke, 
2003; H uston  and  S ak k ab , 2006).

In existing research , com pany netw orks in biotechnology are typically studied 
from the p o in t of view of technology related  knowledge transfer, research  and 
development, perform ance, and  p erh ap s the firm ’s success. Networks are of 
specific im portance in product developm ent and  m arket o rien tation  in 
pharm aceutical firm s. The netw ork perspective is critical a s  m any 
pharm aceutical firm s m ay contribu te only p arts  of a  to tal p roduct so lu tion  to 
end-users. For exam ple, a sm all pharm aceu tical firm  may have an  “active” 
therapeutic, while a n o th e r firm has the appropriate delivery system  for that 
therapeutic, and  finally a  third firm - usually  a  larger pharm aceu tical com pany 
- has a d is trib u tio n  network for the final product. T h u s, these firm s form a 
network w ithin w hich research an d  developm ent an d  m arket intelligence 
generation an d  d issem ination  take place (Thomke, 2003 ; H uston and  Sakkab, 
2006).

This research  will consider m arket-orientation  and p ro d uc t developm ent from 
an in tegrated  cognitive and behavioral perspective, which views m arket- 
orientation an d  p ro d uc t developm ent as  a com bination  of an  organizational 
capability an d  the accom panying inform ation p rocessing  behavior d irected  a t 
learning ab o u t m ark e ts  and the  effect of this on successfully  comm ercializing 
products. This in tegration  of cognitive and behavioral perspectives is best 
Understood from an  organizational learn ing  point of view as is explained below.
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)rganizational learn ing  can be described a s  a n u m b er of sequential 
nformation p rocessing  activities. An organization le a rn s  abou t the m arket 
hrough its seq u en tia l inform ation processing activ ities in term s of the 
icquisition, d is trib u tio n , in terp re ta tion  and  utilization of m arket inform ation. 
This is the behavioral p a rt of m arke t o rien tation  (Cohen and levinthal, 1989). 
The interpretation of m arke t inform ation occurs th rough  a  process of sorting, 
dassification, and  sim plification. T h is learning p ro cess generates m arket 
information and  converts it into m arket knowledge th a t is p a rt of 
arganizational cognition. However, the way these inform ation-processing 
activities are executed  and  the su b seq u en t perform ance of p ro d uc ts in the 
marketplace are  de term ined  by organizational cognitive elem ents as well. These 
:ognitive elem ents include the individual and shared  beliefs, knowledge and 
skills, which reside in the collective knowledge system s, such as da tab ases, 
decision ru les and s ta n d a rd  operation  procedures. T hese knowledge system s, 
together with existing shared  m ental models, function  as  the organization’s 
memory (Cohen and  levinthal, 1989).

The evaluation of ou tcom es of the inform ation p rocessing  activities, and 
reflecting on these activities, may lead  to cognitive developm ent in term s of 
changing existing knowledge and  skills or even shared  beliefs and  accordingly 
the firm’s knowledge system s, augm ented  memory, to improve the inform ation 
processing activities, th a t is, behavioral developm ent and  to s ta r t  a  new 
information processing  cycle. Similarly, Biem ans and H arm sen  (1995),although 
they do not see m ark e t orientation a s  a  capability, a rgu e  th a t organizational 
learning capabilities contribu te to developing a  m arket o rien tation  by 
encouraging m arket-orien ted  th inking  and  behavior. T hus, the cognitive and 
behavioral elem ents from m arket o rientation  are closely related th rough  the 
concept of organizational learning. This organizational learning perspective can 
also be applied to the  context of p roduct developm ent. In creating  a new 
product, a firm needs to m ake a  n u m b er of decisions. E ach decision triggers an 
information inquiry leading to the information acquisition , d istribution ,
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interpretation and  u tiliza tion  activities, according to the p rocedures and 
decision ru les of ex isting  knowledge system s and  sh a red  m en ta l models. 
Through the activities m entioned  earlier, a firm g a th e rs  and  com bines m arket 
and technical in form ation  into knowledge abou t p ro d u c t specifications, product 
concepts, pro to types etc. Evaluation of these activ ities m ay co n tribu te  to 
knowledge an d  skills to improve these  activities o r re su lt in a  search  for 
missing knowledge to improve these activities (Cohen a n d  levinthal, 1989).Thus, 
evaluation of activ ities co n tribu tes to a firm ’s p ro d u c t developm ent knowledge 
and skills. The re sea rch  will s tudy  m arket-o rien ted  p ro d u c t developm ent from 
an integrated cognitive an d  behavioral perspective for two reasons. F irst, a full 
understanding of m ark e t orientation  requ ires know ledge of bo th  actual 
behavior of o rgan izations, and  the quality of th is behavior.

To investigate the quality  of organizational behavior we need insigh t in 
underlying beliefs, knowledge, s tru c tu res  and system s. Second, the integrated 
cognitive/behavioral perspective is necessary  w hen th e  aim is to generate 
managerial gu idelines for changing an  o rgan ization 's degree of m arket 
orientation. On the one hand , taking only a behavioral perspective w ould not 
suffice, because  ch a n g e s  in behavior m ay occur w ith o u t the corresponding 
development of a firm ’s cognitive system s. And organizational learn ing  theory 
dem onstrates th a t while cognition m ay influence behavior, one is not 
necessarily an  ac cu ra te  reflection of the o ther (Thomke, 2003).On th e  other 
hand, tak in g  only a  cognitive perspective would n o t suffice either, because 
changes in cognition m ay occur w ithout the resu lting  changes in organizational 
behavior. T hus, organizational learning theory, w hich in tegrates the cognitive 
and behavioral perspective offers a more holistic app roach  to m arket-orien ta ted  
product developm ent an d  theoretically founds the organizational change point 
of view. While the cognitive elem ents embodied th e  organization 's product 
development capability , in term s of knowledge, sk ills and  system s, the 
behavioral elem ents consist of inform ation processing activities in each  stage of 
the p roduc t developm ent process (Zirger and M aidique, 1990).When developing
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new p roduc ts, a firm m ay collect inform ation ab o u t both direct and  indirect 
customers th rough  g roup  d iscu ssion s, custom er v isits , direct observation, 
sales m eetings, m ark e t tes ts , cu sto m er satisfaction s tu d ie s , published  m arket 
research reports , line of b u sin ess reports, arch ival inform ation such  as 
postmortems on prev ious product developm ent projects, and the In ternet. In 
addition to inform ation  ab o u t custom ers, firms also need  to collect inform ation 
about com petito rs, m ark e t trends, new  technological developm ents, law s and 
governmental regula tions. W hat type of inform ation is collected and  how it is 
collected d ep end s on the  stage of the developm ent p rocess. For exam ple, in the 
idea generation  stage m arke t stud ies a re  relevant, w hereas in the concept stage 
one needs in p u t a b o u t custom er requ irem ents a n d  in the testing  stage; 
customer eva luations of developed proto types are needed . S ubsequently , the 
gathered m ark e t inform ation needs to be d issem inated  across functions 
(Dawes, 2000).

Market inform ation is d issem inated  th rough  formal ch an ne ls , such  a s  written 
docum ents including m em os, new sletters, cu sto m er visit reports , e-mail 
networks, p resen ta tio n s  and m eetings, a s  well as th ro u gh  informal channels 
such as  inform al com m unication  netw orks inside th e  firm. The critical issue 
concerns th e  determ ination  of the k ind  of inform ation th a t  is needed by certain 
functions a t  a p a rticu la r m om ent in time. D epending on the stage of the 
development process, different functions need to be involved. W hen more 
functions a re  involved in gathering m ark e t inform ation, there m ay be less need 
for d issem ination . D uring all product developm ent stages, the collected and 
dissem inated m arket inform ation needs to be utilized in com bination with the 
available technical inform ation. D uring the early stages, the technical and 
commercial feasibility need to be determ ined before su b stan tia l am o u n ts  of 
money get com m itted to the project. But also d u rin g  later stages, m arket 
information plays an  im portant role in decision-m aking ab o u t product 
concepts, proto types and  launch strategies (Thomke, 2003; H uston  and 
Sakkab, 2006).These activities th a t are  performed d u rin g  each stage of the
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product developm ent process are aim ed a t crea ting  m arket knowledge and 
ultimately converting th is  knowledge into  a successfu l product. These m arket 
learning activities a re  enabled by th e  organizational learn ing  capability , in 
other words, the execution of th ese  activities is em bodied in m arket 
information p rocessing  knowledge and  skills, technical system s and  m anagerial 
systems, all of w hich are em bedded in the o rgan ization 's values a n d  norms 
(Thomke,2003; H uston  and  Sakkab ,2006).

All these inform ation-processing activities may be h indered  by barriers , such 
as avoiding am biguity , com partm entalized  thinking, a n d  inertia (Adams et al. 
1998). These b a rr ie rs  influence the ac tu a l a s  well a s  the espoused  way of 
performing these activities. In addition , the ac tu a l way of perform ing these 
activities may not necessarily  coincide with the espoused  way of performing, 
due to another type of barrier. This type of barrier is th e  resu lt of the difference 
between organizational thinking an d  acting (Thomke, 2003; H uston  and 
Sakkab, 2006). Solving both types of barriers is p a r t of the learn ing  process 
through which the m ark e t learning activities can  be improved.

The following is a descrip tion  of the organizational cognition elem ents and  how 
the pharm aceutical firm 's collection, d issem ination  an d  utilization activities are 
enabled by the organizational learning capability. There is also a  descrip tion  of 
how the evaluation of these activities may lead to enhanced  knowledge and 
consequently, im proved technical and  m anagerial system s and  product 
commercialization, in o ther words how m arket learn ing  can be improved in 
order to improve m ark e t success of new  products (Zirger and  M aidique, 1990)

Organizational cognition consists of the  shared cognitive m odels th a t  can be 
broken down in definable organizational elem ents analogous to the capability 
concept. The cognitive part of m arket-oriented p roduct developm ent co n sists  of 
specific values and  norm s, knowledge and skills, technical and  m anagerial 
knowledge system s (Zirger and  M aidique, 1990). Together they form the
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organization's m arket learn ing  capability. The m arket-o rien ted  values and 
I norms refer to individual and shared  beliefs, which p u t  the custom er’s interest 

first before historically rooted technical com petence (D escham ps an d  Nayak 
[ 1995) refers to these fundam ental values and norm s a s  axiom atic knowledge, 

in other w ords “why a re  th ings done the way they a re?” This knowledge is used 
to make sense  of the p roduct developm ent context, su ch  as, the served m arkets 
and the relevance of m ark e t inform ation. In a m arket-orien ted  organization, the 
values and  norm s reflect the u n d e rs tan d in g  th a t m arke t inform ation, especially 
customer a n d  com petito r inform ation, is a critical in p u t for the developm ent 
process.

This u n d e rs tan d in g  is reflected by th e  firm 's p roduct developm ent philosophy, 
for exam ple, in the pharm aceu tical industry  where th e  custom er shou ld  attain  
good re su lts  (cure) w ithou t necessarily  u n d e rs tan d in g  how the d ru g  works. 
This m eans tran s la tin g  scientific research  experience and expertise into 
product ch arac te ris tics . This u n d ers tan d in g  could also be dem onstra ted  in how 
pharm aceutical com panies tre a t com petitor inform ation with close ana lysis of 
competitor p roduc ts an d  m arketing processes to see how com petitors deal with 
technical issu es  and  how the firm can  learn from them  ,a practice th a t  is also 
known a s  reverse engineering.

These values and n o rm s support the o ther three d im ensions of organizational 
cognition in the sen se  th a t they direct the con ten t and  in terp re ta tion  of 
knowledge in these d im ensions. In addition to inform ation abou t custom ers 
and com petitors, inform ation abou t o ther relevant stakeholders, such  as 
indirect custom ers, supp liers, governm ent and research  in stitu tes n eed s to be 
taken into consideration  (Zirger and Maidique, 1990).The existence of m arket- 
oriented values and norm s in product developm ent n eed s to be distinguished 
from the firm 's p roduct developm ent strategy, which can  be described in term s 
of m arket-pull versu s technology-push (Cooper 1995). With a m arket-pull 
strategy, the  m arket explicitly dem anding specific p ro d u c t functions initiates
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product developm ent. Having m arket-orien ted  values and  norm s does not 
necessarily m ean th a t  one should  s ta r t  w ith explicit m ark e t dem and an d  follow 
a m arket-pull strategy. An organization with m arket-o rien ted  values an d  norms 
can also employ a technology-push strategy  or a  balanced  com bination of both 
market-pull and  technology push . However, in the ca se  of a technology-push 
strategy, being m arket-o rien ted  requires investigating a t an early stage of the 
development p rocess w hether there is sufficient m ark e t dem and for the new 
technological functions to be developed.

Knowledge an d  skills in the context of m arket-orien ted  product developm ent 
comprise a detailed individual and  sh a red  u n d e rs tan d in g  of the kind of m arket 
information th a t is needed, why, w hen and  how it should be acquired, 
disseminated, and com bined with technical inform ation in order to create 
successful new p roduc ts. Day (1994) classifies th is  tacit knowledge into 
endorsed an d  p rocedural knowledge. Endorsed knowledge refers to an 
organizational system  of policies and strategies, in o th e r words, “the preferred 
way of doing th in gs”, which are the ru les for acquiring, d issem inating  and 
interpreting inform ation  abou t m arkets. Procedural knowledge is represented  
in a task system  governed by tacit ru les, in o ther w ords, the ro u tin es “how 
things are ac tually  done”. This individual and  sh a red  u n d ers tan d in g  is 
analogous to m anagerial represen tations, or m ental models. It refers to the 
potential inform ation processing behavior, the evaluation  of the inform ation 
and determ ines the quality  of the required inform ation (Day, 1994).

This understand ing  concerns knowing exactly w hat k ind  of m arket inform ation 
is needed a t every stage of the developm ent process. For exam ple, does a 
pharm aceutical firm need m arket inform ation a t the  level of the individual 
Customer .doctor o r patient, a t the level of the m ark e t segm ent such  as, 
specialist or a t  the level of the total m ark e t (C hristensen, 1997). At th e  level of 
the individual cu sto m er the firm may ask  which cu sto m ers m ight be interested 
in joint developm ent projects. At the m arket segm ent level it may a s k  which
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segments appear m ost prom ising for rap id  diffusion of the  new product. And a t 
the market level, th e  firm m ay w onder abou t m ark e t potential an d  m arket 
growth. M arket inform ation does not only consist of cu sto m er inform ation, but 
also of inform ation ab o u t external facto rs th a t influence custom er needs and 
wants. For in stance , a  firm m ay discover th a t their m ain com petitors offers 
competitive advan tage through a h igher image of quality  and lower prices to 
customers, the firm m ay then respond by improving th e ir own image of quality, 
lowering p roduct co s ts  and  adding a  new  service th a t com petitors did not offer 
yet.

In addition to knowledge abou t the kind of m arke t inform ation, a m arket- 
oriented firm also needs skills to collect, d issem inate  and  com bine this 
information with technical inform ation as in p u t for m aking product 
development decisions. In the pharm aceu tical m arkets, direct con tac t with 
customers is an im portan t source of inform ation. It is im portan t therefore to, 
for example, define custom er requ irem ents or to evaluate new com pounds 
(Cooper, 1995).D irect contact with custom ers som etim es takes the form of a 
structured cu sto m er visit program  (Cooper, 1995).

In pharm aceutical firm s, it is im portan t to identify the  business functions and 
individuals th a t a re  in con tact with custom ers like pharm acists; n u rse s  and 
doctors in order to co-ordinate these con tacts and  crea te  consisten t m arketing 
messages. This is b ecau se  co-ordination problem s are  bound to occur due to 
the large num ber of different persons having co n tac t w ith custom ers. 
Distributing all the gathered  inform ation across all functions will easily result 
in information overload, and prevent the firm from track ing  the m ain issues. 
The format in which the inform ation is presented  is im portan t as well and  is 
closely related to the  use of inform ation. In addition , cu ltu ra l differences 
between business functions are critical and may prevent the existence of 
shared m ental m odels concerning product developm ent. Especially, the 
differences between M arketing and Research and Developm ent h in der the
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effective inform ation exchange and co-ord ination  (Griffin and H auser 1996). 
Firms can tran s la te  functional cu sto m er requ irem en ts into technical product 
specifications and  em ploy cross-functional developm ent team s ,for exam ple, a 
firm may s ta r t  with fo rm ulating  p ro d u c t specifications on the basis of cross
functional m eetings w ith custom ers. Based on th is m arket inform ation and 
knowledge of technological aspects, th e  technical specifications are draw n up 
and refined. In add ition , m arket te s ts  may be u se d  to determ ine w hether 
sufficient m arket dem and  exists for a p ro d uc t with these technical 
specifications.

The inform ation from  the  first m arket te s t is described  in a s ta n d a rd  format 
report including recom m endations a n d  “lessons lea rn ed ” ab o u t the product 
characteristics th a t a re  im portan t for potential custom ers. Subsequently , 
potential cu sto m ers te s t the developed prototype u n d e r  real-life conditions 
(Huston and  S akkab , 2006). Based on the resu lts  of the  second m ark e t test, 
recommendations an d  “lessons learned” are form ulated  abou t the prototype's 
functioning, the developm ent of accom panying services and o ther custom er 
expectations. Next, specific recom m endations are d raw n  up and executed. 
These knowledge a n d  skills no t only reside in individual m indsets, b u t are also 
formalized in techn ica l knowledge system s.

Technical knowledge system s constitu te  the form alizations of the  above- 
mentioned endorsed  knowledge and  skills th a t enab le  m arket inform ation 
processing behavior. These system s are the resu lt of long s tru c tu rin g  and 
codification p rocesses, which visualize and de-individualize knowledge and 
skills, and th u s  p u t individual knowledge and skills in to  explicit organizational 
memory (B arabba, 1995). T hus, th is  explicit knowledge can be exam ined, 
challenged and  assessed . Common explicit p rocedure rules, which may be 
formalized into m an u a ls , are for exam ple: sta rting  th e  p roduct developm ent 
process with a b ra in sto rm  session w hich involves m ajo r custom ers and  key 
suppliers, installing  custom er-involved appren ticesh ips, and developing and
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testing prototypes w ith  key cu sto m ers. An exam ple of inform ation-gathering 
activities th a t are p a r t  of the technical knowledge system  is the aforem entioned 
customer visit program , which s ta te s  w hich inform ation is required, how it can 
be obtained, who is involved, and  w ho plays w hat role (Cohen and Levinthal, 
1989). The inform ation d issem ination  activities m ay also be em bedded in 
procedures, which determ ine the  form at and  the  receivers of the inform ation. A 
firm may form ulate procedures for the partic ipation  of supp liers  in the 
development team , regu la r m eetings w ith research  in s titu te s , and  contacts 
with internal specia lists , who keep track  of governm ental regula tions. O ther 
examples of technical knowledge sy stem s are m ark e t inform ation processing 
tools used during  p ro d u c t developm ent (B arabba, 1995)

Managerial know ledge system s rep resen t formal an d  informal ways of 
controlling and  crea ting  the knowledge and skills th a t  enable th e  m arket 
learning process. Knowledge controlling system s facilitate the system atic  use of 
knowledge and  skills, and the  operation  of techn ical system s. Knowledge- 
creating system s enab le  processing organizational inform ation resu ltin g  in new 
knowledge and  skills th a t m ay lead to m odification of both technical and 
managerial system s. Again, ac tu a l m ark e t inform ation processing m ay  differ 
from what is espoused  by the firm.

Learning abou t th is difference betw een the espoused an d  ac tual way of doing 
things may generate knowledge ab o u t how th ings “shou ld  be done” in the 
future, in o ther w ords resolve barriers to m arket inform ation processing. It may 
lead to a re -assessm en t of m arket inform ation p rocessing  ru les, policies and 
strategies and , for exam ple in the case  of an inconsistency , resu lt in different 
norms and strategies, which is referred to as augm en ted  knowledge (Barabba, 
1995).The resu lting  new  policies and  strategies may reside in both technical 
and managerial system s. An exam ple of a critical m anagerial knowledge- 
creating system  is Total Quality M anagem ent, TQM. TQM may be u sed  among
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other things, to im prove its m a rk e t inform ation p rocessing  activities. TQM 
consists of procedures th a t d escrib e  th e  evaluation  con ten t, the evaluation 
process, and the fo rm ulation  of im provem ent p ro jec ts  such  a s  to a d ju s t the 
procedure for conducting  m ark e t te s ts . O ther exam ples of m anagerial 
knowledge-creating sy stem s a re  rew ard ing  em ployees on the b asis  of custom er 
satisfaction, training p rogram s, in te rn sh ip s , and  cooperation  with external 
partners (Barabba, 1995), know ledge-controlling sy s tem s th a t are essen tia l to 
facilitate the use of know ledge an d  sk ills , a s  well a s  th e  operation  of technical 
systems to process m ark e t in fo rm ation , a re  th e  p ro d uc t developm ent 
organization s tru c tu re  an d  a p ro d u c t developm ent p ro cess  model. The way the 
product development function  is s tru c tu re d  w ithin th e  organization influences 
market information p rocessing .

This is analogous to the  notion  from  organizational learn ing  theory  that 
variables such as o p en n ess, p artic ipa tive  and  reflective, cen tralization  and 
formalization influence m arke t in fo rm ation  p ro cessing  (Jaw orski an d  Kohli 
1993).Companies could  have a  se p a ra te  d epartm en t, called  p roduc t planning, 
that exists outside th e  h ierarch ical functional m an ag em en t lines of Research 
and Development, M arketing an d  S ales. This d e p a rtm en t g a th e rs  m arket 
information, uses it to develop broad  insigh t into cu s to m e r needs a n d  w ants 
and competitor p ro d u c t ch a rac te ris tic s , and  sh a re s  these in sigh ts with 
technical departm ents.

An existing organizational s tru c tu re  co n n ec ts  the  vario u s functions involved in 
product development, for exam ple th ro u g h  a pro ject m atrix  s tru c tu re . This 
allows for the creation of a cross-func tiona l p ro d u c t developm ent team  and 
facilitates in ter-functional co -o rd ination  d u ring  inform ation processing 
activities. A product developm ent p ro cess model or m ethod  is based on project 
management principles used  by the firm to s tru c tu re  p roduct developm ent 
process activities su ch  as  the fam ous stage-gate m odel (Cooper 198v3). firm s 
could also use a m odel consisting  o f several, para lle l, developm ent tasks,
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evaluation and  decision  m om ents an d  responsibilities. W ithin th is  model, 
technical knowledge system s, such a s  procedures a n d  tools a re  incorporated 
depending on the com plexity of the p roduct and  the required  flexibility in the 
development process. Such  a system atic and s tru c tu red  approach  to product 
development enab les a  firm to control developm ent co sts , p roduct quality  and 
time-to-market (H uston and Sakkab, 2006). A p ro d uc t developm ent process 
model may also function  as a  knowledge creating  system . The evaluation 
moments a t the end  of every stage, as well as th e  postm ortem  after the 
development project is concluded, allow for reflection on the available m arket 
knowledge, the quality  of the technical knowledge system s and  the quality  of 
the process model.

A systematic evaluation  of a firm 's p roduct developm ent efforts is essen tia l to 
get feedback on inform ation processing activities (Kotler and  Clarke, 
1987).When the p ro cess model and  the em bedded technical system s are 
adjusted on the b asis  of this feedback and  the im proved model is applied to 
future product developm ent projects, the firm increases its knowledge about 
how, when and  why inform ation-processing activities need to be carried  out. 
Other exam ples of knowledge-controlling system s are  the firm 's product 
development strategy , and  technology/product ro ad m aps (Hurley an d  Hult, 
1998).

With respect to th e  collection of inform ation, the  m anagerial knowledge 
systems incorporate bo th  the technical knowledge system  and  organizational 
structure. The developm ent process model contains th e  inform ation collection 
procedure; it is p lan n ed  when the custom er visit is p repared , needs to take 
place and when and  how it is evaluated. The organizational s truc tu re , which is 
for example a  m atrix s tru c tu re , facilitates determ ining the responsib le people 
involved and the application  of team work princip les (Thomke ,2003).The 
evaluation of a  cu s to m er (Huston an d  Sakkab, 2006), doctor, visit m ay show 
that the quality of the gathered inform ation is insufficient. This m ay be caused
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bv the cu s to m e r (doctor) being u n p rep ared  or by a  flawed cu sto m er visit 
orocedure. In th e  form er case a new  cu s to m er visit needs to be arranged . In the 
latter case, th e  p rocedure  needs to be redesigned. W ith respect to collecting 
information p h arm aceu tica l com panies m ainly u se  th e ir sales representatives, 
this information is then  usually  co-coordinated  th rough  p roduc t m anagers and 
sales m anagers It facilitates th is  co-ordination by following a procedure for 
ustomer v isits  .techn ical knowledge system  an d  u s in g  an organizational 

matrix s tru c tu re  -m anagerial knowledge system , to control inform ation 
processing. In form ation  d issem ination  as  well a s  inform ation utilization 
procedures a re  es tab lish ed  in a p roduct developm ent p ro cess model.

Simply having a  p rocedure  will not au tom atically  re su lt in d issem ination  of 
market inform ation according to th is procedure .In addition , H uston  and 
Sakkab (2006) dem onstra te  th a t  different functional a reas do not always 
actually u se  inform ation. Evaluating actual d issem ination  and  utilization 
practices m ay be necessary  an d  m ay lead to ad ju s tm e n t of the technical 
system an d  m anagerial system s. For exam ple, in an  evaluation, the  above- 
mentioned d issem in a tio n  problem s with respect to the form at and  the receivers 
can be a sse ssed , resu lting  in the appropria te  ad ju s tm en ts  into p rocedures.

These a d ju s tm e n ts  a re , for example, a  s tan d ard  form at for docum en ts and  a 
distribution list of perso n s (technical knowledge system ) and incorporating 
prescribed d is trib u tio n  p a tte rn s in the  product developm ent p rocess model, 
managerial knowledge system . T hus, the actual inform ation activities are 
supposed to be carried  o u t according to the p rocedures, technical knowledge 
systems, em bedded in knowledge, controlling system s, transla ting  knowledge 
from cu sto m ers and o th e r relevant parties into a product. Evaluation m om ents 
rgo/no go decisions, residing in know ledge-creating system s can  be u sed  to 
determine w heth er the available m arket knowledge m eets the required quality 
standards a n d  w hether additional inform ation needs to be gathered . These 
evaluation m om ents can  also be u sed  to determ ine w hether existing
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procedures for inform ation collection, d issem ination  or utilization, technical 
knowledge system s, need to be ad ju sted  or w hether m anagerial knowledge 
systems need to be altered  to better em bed these techn ical knowledge system s 
(Huston and S akkab , 2006) .The capability and  inform ation processing 
activities of m arket-orien ted  product developm ent and  their re la tionsh ip  cannot 
only be applied to the individual stages of the developm ent process, as 
mentioned above, b u t also to the developm ent process as  a holistic process. At 
the level of individual stages, inform ation-processing activities are  found in 
every stage of the p rocess. Moreover, in every stage, th e  em phasis is supposed 
to be on com bining m ark e t inform ation with technical inform ation.

At the level of th e  holistic developm ent process, m arket-oriented  product 
development can be though t of as organizational learn ing  ab o u t m ark e ts  and 
about developing new  products (H uston and  S akkab , 2006).This learning 
process consists of inform ation acquisition, d istribu tion , in terp re ta tion , and 
utilization of inform ation abou t previous developm ent projects -experience and 
know-how, m arket trends and  technology developm ents. For instance, 
evaluation of the p roduct developm ent process m ay bring to light th a t a 
changed com petitive situation  requires a faster tim e-to m arket.

This may resu lt in th e  estab lishm ent of concurren t research  and  developm ent, 
collaborative efforts w ith various p a rtn e rs  and  investm ents in inform ation 
systems (Huston a n d  Sakkab, 2006).The innovation process in pharm aceutical 
firms can be quite com plex because basic research, p roduct developm ent, as 
well as m anufactu ring , distribution, and  m arketing of a  com m ercial product 
can include several sector players. S trategic alliances and  o th er collaborative 
agreements am ong un iversities, health  insurance firm s, and larger com panies 
such as “big p h a rm a” are widely u sed  for achieving innovation (Hall and 
Bagchi-Sen, 2002). Innovations are sparked  by scientific b reak th roughs in the 
laboratory while th o se  innovations th a t receive fu rth er developm ental funding
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and approval to move ahead  in pharm aceu tical firm s are those th a t  have a 
readily identifiable m ark e ts  or custom ers.

These m arke ts may well be o ther m em bers of a  “netw ork” or research  c lu ster to 
which th is innovation is a com ponent of complete p ro d uc t or solution. While 
technology firm s a re  easily “accused” of being driven prim arily by technologies 
and ignoring the m ark e ts , also the opposite is som etim es true. Especially in the 
case of larger com panies, b reak through  product innovation is som etim es 
inhibited by a firm ’s strong  presence and successfu l m arketing of existing 
product lines in certa in  m arket segm ents (C hristensen, 1997). Market 
knowledge th a t is acquired  through m arketing th e  existing p ro d uc t only 
benefits or accu m u la te s  the expertise related to th a t very product, an d  m akes 
the com pany blind to issues relevant for the com m ercialization of a  potential 
new innovation. In th is  case, there is a  paradox betw een product s tren g th  in a 
market an d  p roduct innovation by new  technology (Takayam a and  W atanabe, 
2002) .

2.4 O rganizational su ccess
Review of new  p ro d uc t strategy and its  evaluation is th e  last phase in product 
planning an d  m anagem ent. Form ulation and  consideration  of alternative 
product strateg ies o r deciding on a  change of p ro d uc t strategy requ ires an 
assessm ent of the cu rre n t strategy, periodic evaluation  of the cu rren t strategy 
is necessary to determ ine the success or failure of th e  im plem ented strategy. 
Performance evaluation should th u s  consist of environm ental a s  well as 
internal a sse ssm en t an d  should com prise, E stab lishm en t of environm ental 
assum ptions basic to the envisaged p lan; Monitoring th e  environm ental factors 
so as to de tec t any significant deviation; R eassessing  the plans, goals and 
strategy if there  are recognizable deviations and  In itiating  strategy form ulation 
and im plem entation process(H uston an d  Sakkab, 2006),Critical factors upon 
which the success of organizational strategy can be evaluated include both 
quantitative and  qualitative elem ents. T hus, to be objective and  precise, how a
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firm has performed over time and  relative to its com petitors can  be appraised  
in terms of such  q u an tita tive  m easu res  as: Net profit, M arket price of shares, 
Dividend rate, E arn ings on capital em ployed, R eturn on equity, M arket share, 
Growth in sales volum e, Production co s t and efficiency, D istribution costs and 
efficiency, Employee turnover, absen teeism  and  satisfaction  indices (Huston 
and Sakkab, 2006).S uccess is correlated to perform ance m easures if m ost of 
the indicators are positive. There is often a high degree of in ter correlation 
among the perform ance variables, so th a t they may be expected to move up or 
down sim ultaneously b u t it may be difficult to m easu re  success if som e of the 
indicators are negative, o thers are positive and yet o th e rs  are co n s tan t and in 
such cases one h a s  to trade off betw een positive an d  negative indicators 
depending on the strateg ic  im portance of the criteria , short and long term 
implications and  ease  of com putation (Huston and  S akkab , 2006).

Other m easures w hich detail re turn  on value added a n d  may be u sed , include 
Value added for m easu rem en t of grow th (sales revenue m inus co s t of raw 
materials and p u rch a sed  parts; R etu rn  on value added  (ROVA) to m easure
efficiency

ROVA=profit before tax X 1 0 0 /value added 
and ROVA/ROI as a  m easure of asse t utility

Value added is considered  a superio r m easure a s  it directly m easures 
contribution made by a firm to society. Factors th a t  would indicate decline, 
hence signals for tu rn a ro u n d  include: Declining profit m argin, Declining 
market share, Rapidly increasing debt, Declining working cap ital and 
Increasing m anagerial tu rn  over .Q ualitative m easu res of success on the  other 
hand would include, Internal consistency of p ro d uc t strategy w ith  other 
company policies an d  the goals it is pursu ing; A ppropriateness of the  strategy 
with regard to the available resources including, financial, m anpow er, skills 
and physical facilities; Consistency w ith the operating environm ent for long run 
success. Policies sh o u ld  take accoun t of cu rren t a n d  fu ture environm ents;
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Acceptability of the degree of risk  involved in the strategy . This will depend  on 
the m anagem ents preference tow ards risk  which in tu rn  will be dependen t on 
the am ount of reso u rces (invested in the product strategy) whose continued 
existence or value is no t assu red , th e  time period in which the resources are 
committed connected  w ith the difficulty of predicting long term  environm ental 
changes, and  proportion  of resou rces com m itted to the single venture; 
Appropriateness of th e  time horizons se t for the strategy  and W orkability of the 
strategy (H uston and  Sakkab, 2006).

2.5 New products and organizational perform ance
New products and new  product innovations p resen t opportun ities for firms in 
terms of growth an d  expansion into new areas as well a s  allow firm s to gain 
competitive advantage. Innovation by itself is defined as the generation, 
acceptance, and  im plem entation of new  ideas, p rocesses, p roducts or services. 
The new product innovation p rocess includes the acquisition , dissem ination 
and use of new knowledge (Kohli and  Jaw orsk i, 1990) and  successful 
implementation of creative ideas w ithin an  organization in the developm ent of 
new products (Knight, 1986). There seem s to be wide agreem ent th a t  firm 
innovativeness in p ro d u c t developm ent and success a re  highly correlated and 
research have been conducted by m any  scholars to m easure how they are 
linked (Hurley an d  Hult, 1998). Corporate en trep ren eu rsh ip  focuses on 
experimentation, involving innovativeness (e.g. in new  product development), 
risk taking and  proactiveness and can  generate com petitive advantage for a 
firm in dynam ic and  tu rb u len t m arkets.

2.6 Market orien ta tion  and organizational perform ance
Several s tu d ies  have found a co nsisten t positive relationship  between 
businesses ‘degree’ of M arket O rientation  and  th e ir economic perform ance 
(Kohli and Jaw orsk i, 1993; Narver an d  Slater, 1990; Pelham  and  Wilson, 1996; 
Jaworski and  Kohli, 1996; S later an d  Narver, 1994) Yet, in m ost of these 
studies (Narver and  Slater, 1990; Pelham  and  W ilson, 1996; Jaw orsk i and
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Kohli, 1996) a wide cross-section  of industries w as employed a s  target 
population. In so doing, the observed co-variation betw een m arket orientation 
and econom ic perform ance confounds within in d u stry  and betw een-industry  
market o rientation  variability. It is im portan t to sep ara te  these two sources of 
variability since, from an  applied perspective, in te re s t lies in assessing  
increments in firms' econom ic perform ance due to w ith in -industry  m arket 
orientation variability.

This research  shall isolate the w ith in-industry  variation  by adopting a  single 
industry -p h a rm aceu tica l, approach. This clearly p reven ts the generalization of 
the resu lts  ou tside the  scope of the industry  considered. On the o ther side, we 
can m eaningfully a s se s s  the im pact of u n it increm en ts in m arket orientation 
on firms' econom ic perform ance, and  sound inferences can be draw n on the 
target popu lation  based  on the  representativeness of the sam ple u sed . The 
confounding of w ith in -industry  and betw een industry  variations is no t the only 
threat to th e  validity of inferences draw n on the relationsh ip  betw een m arket 
orientation an d  econom ic perform ance. A second th re a t is the noise introduced 
by environm ental variab les such  as  m arket tu rbu lence , m arket growth rate, 
buyer an d  supp lier power, and com petitive intensity on b u sin ess perform ance.

A standard  approach  to minimize th is  th rea t is to focus the research  on a 
single m arke t. The draw back  of th is approach  is th a t we are  not able to cap ture 
firms' behavior in facing increasing globalization and  m arket in tegration. As a 
compromise between these two ends, the presen t s tu d y  targets the Kenyan 
market. In th is m arket, the key characteristics of a single m ark e t are 
preserved, b u t  it is a lso  an  environm ent in which we can  presently  observe how 
firms strugg le in m eeting  the challenges of in ternationalization  an d  m arket 
integration. A th ird  th rea t to the validity of inferences draw n on the 
relationship between m arket o rientation  and econom ic perform ance lies in the 
use of subjective m easu res of econom ic perform ance such as m anagers' 
evaluations of the ir com panies' perform ance(M ontoya-W eiss and
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Calantone, 1994).Positive effects of m arket o rien tation  on economic
performance have been  reported when subjective a sse ssm en ts  of perform ance 
are used. However, w hen objective m easures of econom ic perform ance have 
been used, mixed re su lts  em erged. For instance, Pelham  (1996) an d  Knight 
(1986) report a  positive relationship  between m arket o rien tation  and  objectively 
measured econom ic perform ance. However, Jaw orsk i and Kohli (1993), 
Jaworski an d  Kohli (1996), an d  failed to find any significant relationship. 
Clearly, w hen m arket o rientation  and  economic perform ance a re  concurren tly  
assessed by the firm s' m anagers, a perceptual bias m ay  be in troduced . A case 
in point, Han and S rivastava (1998) found within one single com pany (which 
has only one perform ance) a su b stan tia l degree of variation in subjective 
performance a sse ssm en ts .

In fact, they report a  positive relationship  between m arket o rien ta tion  and 
judgm ents abou t the com pany perform ance within a  single com pany. As they 
have pointed ou t th a t it m ight be th a t m anagers have a more positive view of 
their com pany’s m ark e t orientation w hen they perceive their com pany to be 
performing well (Han an d  Srivastava, 1998).Hence, it is im portan t to  employ 
objective m easu res of economic perform ance. M arket O rientation in the 
pharm aceutical in d ustry  is of p articu la r in terest from a  service viewpoint, as it 
works with b randed  p roduc ts in which service and  quality , are crucial elem ents 
and yet the p roducts have to be sold through in term ediaries, docto rs and 
pharm acists, to reach the final custom er.

The com petitive ch arac te ris tics generated by globalization provide an additional 
interest in studying m arket o rientation  in th is area . The pharm aceu tical 
industry traditionally  opera tes sub ject to stric t regu la tions. Increase in 
competition within th e  sector and h a s  provoked a  m ajor re stru c tu rin g  of 
pharm aceutical com panies. The competitive clim ate in Kenya has also  been 
influenced by a  dow nside in the econom ic cycle a n d  changes in consum er 
behavior. Kenyan cu sto m ers now show  greater service expectations an d  less
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loyalty. As a  resu lt, rivalry am ong com petitors is increasing, a s  is the 
importance of com petitive strategies adapted  to th is  sector's needs. In this 
background, the degree of orien tation  tow ards the  custom er, d istribu to rs, 
competition, and th e  general socio-economic environm ent is becom ing an 
increasingly im p ortan t a rea  of study , not only for academ ics b u t for the 
business world as well.

2.7 Market o r ien ta tion , product develop m en t and firm su ccess
Market orientation  a n d  en trep reneuria l drive in p ro d uc t developm ent provides 
cultural foundation for organizational learning w hich enables an  organization 
to achieve a higher level of perform ance and better cu sto m er value (Hall and 
Bagchi-Sen, 2002). R esearchers have also concluded th a t organizational 
learning is associa ted  w ith the developm ent of new knowledge, w hich in turn, 
is crucial for firm innovativeness and  firm perform ance (Hall and  Bagchi-Sen, 
2002).Significant new product innovations allow firm s to establish  dom inant 
competitive positions, and  afford new com er firm s an  opportunity  to gain en 
edge in the m arket. S u ch  innovations are also associa ted  with high risk s and 
may require more firm  resources. A product or a p rocess orien ta tion  of firm 
innovativeness will re su lt in success if the firm u n d e rtak es  actions valued by 
the m arket (H arm sen e t al, 1995).

Product oriented firm s need to be com peten t in u n d e rs tan d in g  its custom ers 
and ensu re  th a t cu s to m ers recognize the production possibilities facilitated by 
its processes. C onsum er needs and pu rchase  in te rest determ ination  m ay be 
valid for screening co n tin u o u s product innovations an d  m arket orientation  
which may deter b u sin esse s  from being interested in short term  custom er 
needs which can be detrim ental to innovation and  long-term  success of a 
company . Jaw orsk i a n d  Kohli (1996) suggest th a t m ark e t orientation m ight be 
an an teceden t to innovation and  m ark e t -  oriented organizations ten d  to be 
more innovative and  successfu l (Hall an d  Bagchi-sen, 2002).

38



Firms have to pay m ore attention  to the needs of cu sto m ers in the prevalent 
business env ironm ent th a t is highly competitive an d  offer them  quality 
products an d  services to satisfy th e ir ever-rising expectations. Hence, Firms 
need a strategy  th a t  aligns the organization with the  stakeho lders and a 
business approach  w ith custom er o r m arket o rien ta tion . M arket orientation, 
new p roduc t perform ance and  firm perform ance a re  the core a sp ec ts  of 
strategic m arketing  (Hall and  Bagchi-Sen, 2002) together w ith  firm 
innovativeness (C alantone et al, 2002). Increasing a tten tio n  given to m arket 
orientation by both researchers and practitioners is based  on the assum ption  
that m arket o rien ta tion  improves organizational perform ance and  relies not 
only on the concept of competitive orientation  (Thomke, 2003).

Competitive effects play an  im portant role in the stra tegy  of firm s an d  in their 
innovation strategy  an d  perform ance. As commonly reported in the literature 
market o rien ta tion  m ay have a  d irec t im pact on perform ance and  indirect 
effects m ay exist too. Research and Development, m ark e t orientation  and  the 
interaction betw een th em  drive innovation and firm innovativeness-w illingness 
and capacity  to innovate, th a t in tu rn  drive custom er acceptance (H arm sen et 
al, 1995).

2.8 O ther factors w hich  may affect product developm ent
The p harm aceu tical sec to r is product intensive and  heavily regulated for much 
of its b u sin ess . B lockbuster drugs can  generate m illions of shillings in sales 
but require years of effort and  vast expenses in the design, approval an d  early 
marketing stages. Tim e to m arket is critical a s  is second-guessing  w hat the 
demand an d  com petitive landscape will look post lau n ch . The in d ustry  has 
very in trica te  supply ch a in s which have to handle the very different challenges 
of over the coun ter ,OTC, and  prescription p roducts a s  well a s  m anaging a 
range of o th e r com plex issues including regulatory controls, availability and 
often the very d isruptive effects of p a te n t expiry, the d em and s of b rand ing  and 
product m arketing  directly to consum er, the im pact of an  ageing population,
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continually increasing  com petition an d  the p ressu re  to reduce m arg ins from 
the health care m ark e t are all challenges to be overcome by the modern 
Pharmaceutical firm operating  in Kenya today. The effects of the  highly volatile 
and uncertain  environm ent (economic and  Political) on the firm need to be 
qualified (M ontoya-W eiss and  C alantone,1994;T hom ke,2003; H uston  and 
Sakkab,2006).O ther factors which affect business in general also need  to be 
examined, these include the effects of globalization, w hich  is cu rren tly  driving 
the greater econom ic, social and  political agenda in th e  world, C onsum erism  
with consum ers increasingly  having greater access to inform ation and 
consequently dem and ing  better p roducts and services, the rapid developm ent 
in technology has influenced pharm aceutical p roduct developm ent th e  world 
over.

It is im portan t to know  where the pharm aceu tical firm s operating in Kenya are 
on the learning curve (Montoya-Weiss and  C alantone, 1994; Thom ke, 2003; 
Huston and S akkab , 2006).O ther influences on the  global pharm aceu tical 
market include in d u s try  harm onization of pharm acopeias, regulatory an d  trade 
practices across the world. These a re  factors, which drive change in global 
industry. There is need to Know how they have they influenced the 
pharmaceutical firm s operating  in Kenya
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CHAPTER THREE 
RESEARCH METHODOLOGY

3.1 Research D esign
This study was a c e n su s  survey of the pharm aceu tical firm s operating  in Kenya 
with headquarters in  Nairobi. The survey m ethod w as adopted  as the  study 
makes com parisons betw een firm s regarding the im pact of m arket orientation  
on success of new p ro d u c t developm ent and  the firm. For such a  com parison to 
be done a wide variety of firms need to be considered. Kothari (2001) observed 
that the survey m ethod  is concerned with describ ing, recording, analyzing 
conditions or re la tionsh ips th a t exist or existed or opinions th a t a re  held, 
processes th a t are going on, effects th a t are  evident or trend s th a t are 
developing and  variab les are selected and observed on the basis of their 
existence.

3.2 Population
For purposes of th is  study, the population of in terest included all 
pharmaceutical com pan ies who m anufac tu re  or im port pharm aceu tical 
products in Kenya a n d  are based in Nairobi and a re  th u s involved in new 
product developm ent, a s  registered a t  the Pharm acy a n d  Poisons Board (PPB) 
of Kenya, which m ain ta in s  a  register of all pharm aceu tical firms allowed to 
operate in Kenya. According to the 2008  pharm acy an d  poisons board register 
there are 50 such  pharm aceu tical firm s .

3.3 Data C ollection
The study used bo th  prim ary and  secondary d a ta . Secondary d a ta  was 
obtained from the pharm acy  and poisons board, w hich keeps a record of 
regulated activities of pharm aceutical firm operating in Kenya, and com pany 
records of those com panies involved in the study. The d a ta  w as used  to 
determine perform ance, specifically sa les turnover, m ark e t share and  profits. 
Primary data was u sed  to determ ine the firm strategy  and  w as obtained  from 
persons vested with the  responsibility of m arketing an d  developing p lans for
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new product developm ent. These w ere Chief Executive Officers, heads of 
marketing or holders of positions m andated  to play the  role and  functions of 
marketing and  new product in troduction , as they w ould be fam iliar with the 
processes and  problem s their firms enco un te r in new product developm ent and 
marketing. The s tu d y  used s tru c tu red  and u n s tru c tu re d  questionnaires (see 
appendix) to collect prim ary data . All the targeted resp o n den ts  were in Nairobi. 
The questionnaire w as d istributed  to and collected from the  above senior 
managers using  em ail. The questionna ire  contained  both open a n d  closed- 
ended questions.

The questionnaire w as divided into four sections as  ,Section A was concerned 
with dem ographics, Section B exam ined the m ark e t oriented n a tu re  of 
respondent p h arm aceu tica l firms, Section C exam ined product developm ent by 
the respondent firm s and  the success of product developm ent while Section D, 
was used to identify o th er factors w hich may influence product developm ent in 
pharmaceutical firm s. The questionnaire  was self adm inistered  by the 
managers and  delivered to the m anagers ' offices or s e n t via electronic mail and 
collected la ter or e-m ailed  back by the  correspondent.

3.4 Data A nalysis
Data analysis involved two stages, d a ta  p reparation  and  prelim inary  data 
analysis. The d a ta  preparation  included editing, coding and  da ta  entry to 
ensure the accuracy  of the d a ta  and  its conversion from raw d a ta  to reduced 
and classified forms appropriate  for analysis. The d a ta  was analyzed by using 
SPSS 10.0 s ta tis tica l program  due to its speed, accuracy  an d  sophisticated 
capabilities. P ercentages are used to show  m arket sh a re  and growth o r decline. 
Co-relational analysis is used in o rder to evaluate th e  relationsh ips between 
product developm ent and  m arket orientation.
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Frequency tables a re  u sed  to inspect the  range of resp o n ses an d  their repeated 
occurrence. Prelim inary evaluation of re lationships involving nom inally scaled 
variables employed c ro ss  tabulation . The resu lts  a re  presented  in tables to 
allow for statistical te s tin g  and in terpretation .

43



CHAPTER FOUR
DATA ANALYSIS AND INTERPRETATION

4.1 Introduction
This chapter has four sections, the nex t section, gives a  sum m ary  of the profile 
of the pharm aceutical com panies w hich participated in the survey while the 
second section ad d re sses  the first objective of the s tu d y  which is to determ ine 
the relationship betw een m arket o rien tation  and  p roduc t developm ent by 
pharmaceutical firm s in Kenya. D ata is p resen ted  in tables on, m arket 
orientation, p roduct developm ent and  the observed re la tionsh ips u n d e r m arket 
orientation an d  p ro d u c t developm ent. The th ird  section  is a  p resen ta tion  of 
issues identified in th e  study  as  challenges facing K enyan pharm aceu tical in 
product developm ent a s  the second objective of the s tu d y  .The fourth  and last 
section is a p resen ta tion  of d a ta  on o th er factors o th er th an  m arket orientation 
which respondents identified a s  critical to product developm ent and addresses 
the third objective of the study.

The data w as collected using s tru c tu red  questionnaires. D ata on extent of 
market oriented p ractice was collected on a 5 point scale  of “g rea test extent”, 
"great extent”, “m o dera te”, “little ex ten t” and “not a t  all”, scoring w as done 
from 1 for “G reatest ex ten t” to 5 for “Not a t all”. The analysis was then  done 
using SPSS 10 by ca lcu la ting  the m ean score and  s ta n d a rd  deviation for each 
activity. Pearson correlation  coefficient w as used  to determ ine the relationship  
between m arket o rien ta tion  and p roduct developm ent. The re su lts  are 
presented in tables.

4-2 Profile o f P harm aceutical Com panies
The study w as lim ited to pharm aceu tical com panies operating  in Kenya from 
Nairobi. These com panies would also be involved in th e  m arketing a n d /o r  
selling/distribution of pharm aceutical products in Kenya. There were 14 
respondents ou t of an  original sam ple population of 27  .The rest of the firms
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which did n o t respond cited confidentiality  of the inform ation requested  and  
unavailability of the appropria te  m anager to respond. The responden ts were 
people with th e  responsibility  of developing and executing  product m arketing 
and developm ent strategy  in Kenya. T heir responses w ere collected th rough  a 
structured questionna ire , and were considered valid for analysis. Of the  
companies w hich responded 50% were wholly locally ow ned and the o th er 50% 
were local su b sid ia ries  of m ultinational com panies. The com panies h ad  a  m ean 
number of em ployees of 81 and  a m ean  annual sales tu rnover of Ksh 328 
million. The m ean d u ra tio n  of opera tions in Kenya w as 38 years.

4.3 M arket O rientation  and Product D evelopm ent
All the resp o n den t firm s had a  functional m arketing d ep artm en t with a senior 
manager in charge of all m arketing functions including budgeting. The mean 
annual m arketing  budget was Ksh 4 4 .5  million. With 42.9%  of the firm s getting 
marketing su p p o rt on various item s from outside Kenya from th e ir foreign 
principals a s  (Table 4.3) .This kind of support allows su c h  com panies to import 
the know how  w hich might be lacking from w ithin an d  also sp ares internal 
resources. It is however no t evident th a t  th is h as  aided p roduct developm ent in 
such com panies.

Table 4.3. Marketing support from overseas principals
Type o f  M arketing S u pp ort F req u en cy P ercen ta ge

Non 8 57.1
Professional incentives, promotional materials 3 21.4
consumer research 1 7.1
Promotional m aterials, road shows and international conference 1 7.1
scientific information 1 7.1
Total 14 99.8%
Source: Survey Data Analysis

The analysis for the com ponents of m arke t o rien tation  Tables 4.3.1 indicates 
that m ost com panies c a n y  o u t m ark e t oriented activities with constan t
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monitoring of the evolution of cu rre n t and  potential custom er requirem ents 
being carried o u t to th e  greatest ex ten t, with a m ean of 1.4, and  collection of 
information on how p roduc ts in tegrate  into the activities of d is trib u to rs  being 
carried out to a g rea t extent with a  m ean of 2.4. M ost com panies however 
appear to only m oderately encourage informal exchange of inform ation (mean 
of 2.4) extensive, com pu ter based system s which provided for system atic 
storage, m ain tenance, update  and analysis of m arketing  data . This can be 
explained by the fact th a t pharm aceu tica ls are highly technical p ro d uc ts with 
very specific usage by m edical specia lists thereby  necessita ting  detailed 
information gathering  to enable targeting  of relevant m edical professionals who 
use them on th ird  p a rtie s  (patients) to cu re  specific illnesses.

Table 4.3.1: Market orientation activities
A c tiv ity M ean S td .D ev ia t io n

We constantly monitor the evolution of our current and potential 
customers’ requirements 1.4286 .51355
We permanently measure the degree of our distributor’s satisfaction 1.7857 .69929
We have accurate knowledge of the problems that marketing our 
products may cause to ou r distributors 1.8571 .36314

We permanently m easure our custom ers’ degree of satisfaction 1.9286 .73005
We always have full, updated, information on the evolution of the 
image of our products held by our current and potential custom ers 2.0000 .67937
We know the factors influencing our custom ers’ purchasing habits
very well 2.0000 .55470
The company prepares contingency plans. 2.0714 .91687
We carry out strategic m arket planning as well as annual marketing
planning. 2.0714 .82874
We monitor the evolution of our distributors’ requirements 2.1429 .66299
We always have full, current, information for monitoring the image of 
our products as held by distributors 2.2857 .72627
We collect information necessary for detecting the appearance of new 
market segments (i.e., groups of customers with new requirements) 2.357 .7449
We collect information on how our products integrate into our
distributors’ activities 2.4286 .85163

Source: Survey Data Analysis

Table 4.3.2 show s th a t firm s to the greatest ex ten t have im plem ented 
gathering and dissem ination  of inform ation to the ex ten t th a t each person in 
the company feels individually com m itted to cu sto m er satisfaction (mean of 
1.57),with m ajor m ark e t inform ation to the greatest ex ten t being sp read  across
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all the com panies’ functional a reas  w ith  a m ean of 1.8. Inform al exchanges of 
market inform ation between the com panies different function is also 
encouraged to a g rea t ex ten t (mean of 2.4)

Table 4.3.2: In fo rm ation  g atherin g  and  d issem in a tio n .
F u n c tio n M ean S td .D e v ia t io n

We have implemented actions so that each person in the company 
feels individually committed to customer satisfaction 1.5714 .85163
Major market information is always spread over all the company’s
functional areas 1.8571 .77033
We periodically organize interlunation meetings to analyze all 
important market information 2.0714 .61573
Marketing strategies are always drawn up in agreement with the 
other business functions 2.1429 1.09945
We encourage informal exchanges of information between the 
company’s different functions 2.4286 1.28388
Source: Survey Data Analysis

Table 4.3.3 below show s the ex ten t to which com pany inform ation system s 
contain relevant and  up-to -date  m arketing  data. A m ajority  of the  com panies ,it 
appears ,to a great ex ten t m aintain m ark e t inform ation routinely on h a rd  copy 
(mean of 2.4) T here are  com panies which to a g rea t extent have limited 
information which is no t m aintained on an ongoing basis(m ean of 2.5) .The 
least num ber of com pan ies have to a  great ex ten t extensive .com puter based 
systems w hich provide system atic storage .m ain tenance, upda te  and  analysis 
of marketing data .

Table 4.3.3 Extent to which information system contain relevant and up-to-date marketing
data.

Function Mean Std.Deviation
Adequate records are m aintained and are maintained on a routine 
basis, essentially on hardcopy form 2.4 0.65

Such information is limited and is not maintained on an ongoing
basis 2.5 0.94

An extensive, computer based system is provided for systematic 
storage, maintenance, update and analysis of marketing data. 2.7 0.99
Source: Survey Data Analysis
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The survey d a ta  in d ica tes  th a t each com pany in troduced  an average of 13.8 
new products in w ith in  the last 10 y ea rs  with the m ean  an n u a l d istribu tion  as 
shown in Table 4 .3 .4 ., with each p ro d uc t growing an  average of 20.43%
annually.

Table 4.3.4: Products in trod u ced in ast 10 years.
Year 99 00 01 02 03 04 05 06 07 08
Mean of new products 0.77 0.38 0.46 0.57 0.86 0.64 1.3 2.14 2.07 0.93
Std. Deviation 1.3 0.87 0.66 1.66 2.11 0.84 1.5 2.2 2.6 0.92
Source: Survey Data Analysis

Product developm ent strateg ies p u rsu ed  by the firm s to maximize end-user 
response, from the su rvey , are to the g rea tes t ex ten t m ark e t segm entation  with 
a mean score of 1 .36, consum er research  with a  m ean  score of 1.7 and 
product concept developm ent and  testing  with a  m ean score of 1.86.The use of 
incentives is carried  o u t to a great extent(Table 4 .3.5. )

Table 4.3.5: strategies used to maximize end-user response to products
Function Mean Std. Deviation

Market segmentation 1.36 0.63
Consumer research 1.7 0.99
Product concept development and testing 1.86 0.77
Use of incentives 2.0 0.78
None of the above 0.0 0.0

Source: Survey Data Analysis

Managers thought th e  Opinion of the  consum ers of th e ir  m edicines to be very 
important (78.6%) o r im portan t (21.4%) in the p roduct developm ent process.
New products co n trib u te  10.35% of sa les, 6.43%  of sa les  growth, and  2.43%  of 
market share and 10.7%  of com pany profits. (table4.3.6). The proportion of 
marketing spend ded icated  to product developm ent stood a t  35%
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ib|e 4.3.6: C ontribu tion  o f New P ro d u c ts
" C o n t r ib u t io n % m e a n  o f  c o n t r ib u t io n S td .D e v ia t io n
" S a le s g r o w th 6.43 6.6

Market s h a r e 2.43 2.3
Profits 10.7 13.28

Sourct: Survey Data Analysis

Table 4.3.8 shows th a t  p ro d u c t dev e lop m en t id ea s  were g en era ted  from, 
customer suggestions a n d  in terv iew s (42.9%), m an a g e m en t decision  (42.9%) 
and corporate decisions (14.3% ).

Table 4.3.8: Product development idea generation
S ystem atic  p r o c e d u r e F r e q u e n c y P e r c e n ta g e

Customer suggestions and interviews 6 42.9
Competitor activity 0 0.0

Management decision 6 42.9
Corporate decision 2 14.3
Total 14 100.0
Source: Survey Data Analysis

uirther more 92.9% o f  responden ts indicated they have a procedure 

racking and analyzing the e ffec tiven ess  o f  p roduct m arketing act.vit.es and 

narket penetration w ith  regu lar evaluation  o f  their current products and 

systematic studies o f  poten tia l new  p rodu cts  (Table 4 .3 .9 ) . The m ost frequently 

■sed tracking and ana lys is  done is th rough , sa les represen tative feedback and 

"arket analysis; cu stom er feedback, statistical an a lys is  o f m arket trends, 

vstomer lists, m arket su rveys, and prescription  au d its  at pharm acies and 

kpensing chemists, m arket research  w ith  quarterly questionna*
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Table 4.3.9. P resence o f p ro cedure  for track in g , analyzing  effectiveness of n ew  product 
marketing and  m ark e t p en e tra tio n .
procedure o f track in g F req u en cy P ercen ta g e

"Yes 13 9 2 .9
No 1 7 .1
Total 14 1 0 0 .0
Source: Survey Data Analysis

Correlation analysis a t 0.05 confidence level (2-tailed) show s a  positive 
correlation for all com panies betw een m arket o rien ta tion  and new products 
introduced over the last 10 years w ith the values of the Pearson coefficient 
ranging from r=0.060 to r= l (perfect correlation), as tab le  4 .3.10 indicates. The 
results show th a t the  h igher the degree of m arket o rien ta tion , the h igher the 
number of p roducts in troduced .

Table 4.3.10 C orre lation  betw een m ark e t o rien tation  an d  n ew  p ro d u c ts  in tro d u ced
Company 1 2 3 4 5 6 7 8 9 10 11 12 13 14

New p ro d u c ts  
(last te n  
years)

1.5 7 7 7 7 10 10 IS 15 15 15 15 30 30

Correlation o f 
market 

orientation 
and p ro d u c t 
developm ent

0 0 6 0 0 278 0 .2 78 0.278 0  283 0.341 0.373 0 5 4 7 0.571 0 5 7 3 0.596 0 .5 9 8 0.876 1

Source: Survey Data Analysis
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4.4 Challenges faced  in product d evelop m en t
Challenges identified a s  facing pharm aceu tical firms in product developm ent 
included, high cost of the product developm ent p ro cess (50%), ted ious and 
unpredictable regulatory  process at th e  pharm acy an d  poisons board (100%) 
was sited as the m ain  challenge by the com panies, lack of qualified and 
experienced personnel (57%) where su c h  personnel a re  available they are  veiy 
expensive, som e com panies(29% ) sited  difficulty in sourcing p ro d uc ts from 
other countries such  a s  India, China, Europe and  USA, the p roduct m ight be 
available but with un sa tisfac to ry  regulatory d a ta  for Kenyan pharm acy  and 
poisons board requ irem ents. Product p a ten ts  and  trad e  rights (43%) and  lack 
of a centralized source of accura te  m ark e t inform ation (57%) were also listed as 
challenges .

Table 4.4: Challenges faced by pharmaceutical firms in product development
Challenge P ercen ta g e  o f  c o m p a n ie s
High costs of product development process. 50%
Regulatory challenges 100%
Lack of qualified/experienced personnel 57%
Product sourcing 29%
Product patents and trade rights 43%
Accurate market information 57%
Source: Survey Data Analysis

4.5 Other factors a ffectin g  New product d evelop m en t
Other factors identified as  having an im pact on p roduc t developm ent (as a  total 
effect on all f irm s/ind u stry ) include, regulatory, social, political, econom ic, 
technological factors a n d  ethics in m arketing  of pharm aceu tical p ro d uc ts  as 
shown on tab le 4.5.
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Table 4.5: Other factors w hich  influence p roduc t developm ent
F a cto r  s M ean S td .D e v ia t io n

R egu lato ry (lega l) f a c t o r s 1.5 0.85
Social f a c to r s 2.8 0.70
Political f a c to r s 3.1 0.73
E c o n o m ic /financial factors 2.3 0.83
T echno log ical f a c t o r s 2.6 1.02

' Ethics 2.4 1.3
Source: Survey Data Analysis

Regulatory factors have the greatest effect in product developm ent and  political 
factors have the  least effect im pact on p roduct developm ent as shown in the
table.



CHAPTER FIVE
SUMMARY, DISCUSSIONS AND CONCLUSIONS

5.1 Introduction
This chapter h a s  four sections of sum m ary , d iscussions and  conclusions made 
from the study. The first section ou tlines each of the th ree  research  objectives 
and discusses the findings. This section  d iscusses th e  relationship  between 
market orientation a n d  product developm ent, challenges faced in product 
development, and  o th e r  factors, o th er than  m arket o rientation  w hich may 
impact product developm ent in pharm aceu tical firm s in Kenya. The next 
section is a d iscu ssion  of the lim itations of the study. The th ird  section gives 
recommendations for fu rth e r research  a rea s  on m arke t o rien tation  an d  product 
development. The la s t section of the chap ter gives the  im plications of the 
research findings on policy and practice in industry.

5.2 Summary, D iscu ssion s and C onclusions
The first objective of th e  study was to determ ine th e  relationship  between 
market orientation a n d  product developm ent by pharm aceu tical firms 
operating in Kenya . Correlation analysis (table 4.3.10) a t  0.05 confidence level 
(2-tailed) show s a positive correlation for all com panies betw een m arket 
orientation and  new p roduc ts in troduced over the la s t 10 years with th e  values 
of the Pearson coefficient ranging from r=0.060 to r= l (perfect correlation).The 
results show th a t the higher the degree of m arket o rien tation , the h igher the 
number of p roducts in troduced

The Kenyan p h arm aceu tica l m arket is rapidly evolving as show n by the 
number of new e n tra n ts  and new p ro d uc ts in troduced into the m ark e t in the 
last 10 years (table4.3.4).M ost of these new products a re  sourced from outside 
Kenya in Europe, U nited S tates, India, China, Korea and  even S ou th  Africa 
and Egypt (Pharm acy an d  poisons board , 2008). Such com panies research  and 
develop the active co n s titu en ts  of d ru g s  and therefore posses the regulatory
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data and information necessary for product registration and sale in Kenya. 

Registration and m arketing in Kenya is done by their local subsidiaries or 

agents and such com panies (principals) often provide m arketing and regulatory 

support materially and financially (Table4.2). The change in dem ographics and 

socio economics such as rise in poverty levels with a resultant and inevitable 

change o f governm ent policy towards healthcare (The Kenyan governm ent has 

already allowed im portation o f cheaper generic products used in the 

management o f tuberculosis, malaria and HIV/AIDS. The governm ent is also 

considering provision o f universal prim ary healthcare through the National 

social security fund and government hospitals and dispensaries) demands 

strategies which will m eet these challenges.

Customers o f pharm aceutical products are highly specialized medical 

personnel and are well informed about medicines and more dem anding than 

before. Responsiveness to their needs and changing disease patterns globally 

becomes important for the success o f pharmaceutical lirms and calls for the 

introduction o f new products and services together w ith innovation capacity for 

a firm. The study findings, on table 4.3.1, show that to the greatest extent 

firms permanently m easure the degree o f satisfaction o f  their custom ers (mean 

score o f 1.9), know the factors that influence custom er purchasing habits 

(mean score o f 2.0) to a great extent and lookout for the em ergence o f new 

customer segments (m ean score of 2.3) and collect inform ation on customer 

perception o f their products to a great extent (mean score o f 2.0).

The firms also need to consider the emerging global trends in the 

pharmaceutical industry where m ergers and acquisitions have become 

increasingly common resulting in faster and more innovative research in drug 

development (Chatuvedi and Rajan, 2000). This has resulted in cheaper but 

effective molecules which have increased international com petitiveness o f such 

firms (script, August 2008). These experiences can be replicated or imported 

into the Kenyan m arket. To this extent the firms have strong information
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gathering and d issem ination  activities, spreading m ajo r m arket inform ation 
through out all com pany functional a re a s  (mean score of 1.8), using  com puter 
based information system s and encouraging both form al and inform al spread 
of market inform ation (Table 4 .3 .2  and  Table 4 .3 .3).This h as  the effect of faster 
decision m aking and  m ore efficient an d  effective p rocesses (Rainer an d  Kazem, 
1994).

Given the co n sisten t in teractions betw een factors of m arket o rien ta tion  and 
product developm ent, efforts of firms to enhance th e  collection a n d  use  of 
market inform ation (Table 4 .3 .2  and  Table 4 .3 .3 )and  im plem entation  of 
market oriented stra tegy  (table 4 .3 .1)is especially im p ortan t to com panies that 
want to gain com petitive advantage, th is  is especially tru e  given th a t the end 
user of pharm aceu tica l p roducts has to go through advice from a th ird  party, 
medical professional, for prescrip tions and  reports on benefits of the products 
takes longer to get b ack  to the firm. O n product idea generation  (Table4.3.6), 
42% of responden t firm s get new product ideas from m arket feedback, 
customer suggestions and  interviews and  th is  m ay allow firms to adapt 
successfully in the ex ternal environm ent which m ay be dynam ic or stable.

The findings suggest th a t  m arket o rientation  in pharm aceu tical firms can  lead 
to firm innovativeness and  increase p roduc t developm ent perform ance (Table 
4.3.8). This is co n s is ten t with the findings of B aker an d  S inkula (1999), as 
market o rientation  can  lead to successfu l new p ro d uc t developm ent activity. 
The resu lts  suggest th a t m arket orien tation  as  a driver of pharm aceutical 
market inform ation processing activity should be incorporated  into 
conceptualizations of innovation process, since this is a  con tinuous process 
dependent on the degree to which firm s acquire, d issem inate  and  respond  to 
information obtained from custom ers, channe ls and  com petito rs (Jaw orski and 
Kohli, 1993).
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Environmental dynam ism  and com petition in a  su b -S ah aran  econom ies force 
organizations to be innovative in th e ir b u sin ess developm ent and  to develop 
learning behavior. M anagers in organizations will have to be willing to take 
risks, be proactive en trep ren eu rs  and  be m arket-orien ted . This w illingness is 
already shown by p harm aceu tical firm s in Kenya by th e  u se  of stra teg ies (table 
4.3.4) such as , m ark e t segm entation , consum er research  p roduct concept 
development and  testing , and u se  of incentives, in try ing  to maximize end  user 
response to p roduct developm ent initiatives. The s tu d y  findings su p p o rt the 
predicted re la tio n sh ip s between m arket o rien ta tion  an d  innovation 
performance. M arket o rientation  is a  source of new ideas and  m otivation to 
respond to th e  environm ent an d  prom otes innovativeness (Hurley an d  Hult, 
1998). B ecause of its external focus, m arket o rien ta tion  is well positioned to 
appreciate th e  benefits of m arket driven learning and  en trep reneuria l values 
(Slater and  Narver, 1998). Cultivating a  m arket-oriented  strategy m ay indeed, 
become one of the prim ary  m eans to m ain ta in  com petitive advantage.

The second objective of the study  w as to determ ine the  challenges faced by 
Kenyan pharm aceu tica l firms in p roduc t developm ent. The m ain challenges in 
product developm ent sited by resp o n den ts (table 4.4) a re  .regulatory (100% of 
firms),lack of qualified/experienced personnel (57% of firms) , high cost of 
product developm ent (50% of firm s),product sourcing (29% of firms) product 
patents and  trade rights(43%  of firms) and access to accu ra te  m arket 
information(57% of firms). One of the key factors th a t accoun t for the 
challenges, especially, the high cost and  lengthy tim e associated 
pharmaceutical p ro d uc t developm ent is the science. D rug developm ent is not 
only science-based, b u t  also relies on real-tim e advances in science to produce 
new products (Imran and  K asraian, 2002). Newly in troduced  therap ies can 
become obsolete in su ch  a sho rt tim e th a t the firm may not recoup its 
investment. Unlike m any  other industries, b reak th roughs in d rug  discoveries, 
although significant, tend  to be only a  small p a rt of a  very large p icture. New 
research and  tests  provide new d a ta  th a t m ight explain why a previous
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rationale didn t w ork  o r m ig h t p o in t to a  new m ech an ism  of action  th a t w asn ’t 
known before. P a rt of th e  difficulty  with p h a rm a ceu tic a ls  is th a t  they are 
i n t e n d e d  to solve u n m e t m ed ical n eed s. The fact th a t  m any d iseases  have no 
known cure in d ica te s  th a t  d esp ite  decades of scientific re sea rch  and 
remarkable advances, we still lack  u n d e rs tan d in g  of the science beh ind  m any 
disease and trea tm en ts . For th is  re aso n , a p ro d uc t can d id a te  m ight p a s s  all the 
development stages b u t fail w hen p u t into the m a rk e t (Sloan biotechnology 
industry center,2007). In ad d itio n  to the u n ce rta in ty  of science, o th e r  factors 
also affect the co st a n d  tim e of d ru g  developm ent, w hich are  no t tied to the 
science at all. In s te a d , th e se  fac to rs relate to th e  system  th a t gu ides drug 
development. This sy s tem  in c lu d es , an  extensive regu la to ry  p rocess, with its 
overarching objectives a n d  s tep -b y -step  p hases; pub lic  d em and s th a t have 
influenced the regu la to ry  re q u ire m en ts  th a t p h arm aceu tica l com panies m ust 
meet; The developm ent en v iro n m en t th a t requ ires s tro n g  in tellectual property 
(IP), large sum s of cap ita l an d  a  h o st of o rgan izational choices related to 
strategies and s tru c tu re s  th a t  help  advance the  p ro d u c t developm ent process.

New drugs are reg u la ted  by the pharm acy  and  p o iso n s board (PCPB) in a  
process which m ay  take u p  to a  year and  lim its a  firm ’s ability to reduce 
product development tim e. The PCPB is responsib le  for protecting  the  public 
health by assu ring  th e  safety , efficacy, and secu rity  of d rugs and  biological 
products and help ing  to speed  innovations th a t m ake m edicines m ore effective, 
safer, and more affo rdab le. A com plete safety profile for a  new product is 
developed only a fte r ex tensive, an d  costly, testing . Public sen tim en t can  also 
affect the cost and  tim e it tak es  to p u t a  new d ru g  in to  the m arket. News of 
adverse events re la ted  to d ru g s  h a s  led to p ub lic  outcry, increasing  the 
pressure on PCPB to in c rease  safety. C h arac te ris tics  of the m ark e t also  affect 
die costand time o f p ro d u c t developm ent. Key ch a rac te ris tic s  include the need 
for strong -  usually  exclusive p a te n ts , sou rces of fund ing , an d  organizational 
structures that can  conflic t w ith  one ano ther. The firs t of these, s tro n g  paten ts 
th a t form the firm ’s In te llec tu a l P roperty  is critical for research  b ased  firms.
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Intellectual property  provides the firm  with the freedom  to operate  while 
keeping others from being able to s tep  in (trade rights). Having the freedom to 
operate may involve in-licensing to gain rights in specific a re a s , while 
protecting from o th e rs  can  involve obtain ing  m ultiple p a ten ts  to keep o thers a t 
bay. Patents pro tect the  right of the firm to cap tu re  value th a t is derived from 
their science-based discoveries, bu t ob tain ing th is protection  th rough  paten ts 
can be more difficult th a n  in o th er industria l sectors.

Relative to o ther types of pa ten ts , the un ique n a tu re  of ph arm aceu tica ls  and  its 
unpredictability n ecessita tes  heightened  w ritten descrip tions an d  more 
complete enabling requ irem en ts (the p a te n t m ust teach  those skilled in the art 
how to make and u se  the invention as broadly a s  claim ed, w ithou t undue 
experimentation (Im ran and K asraian, 2002). As the firm  grows and  launches 
more products new specialized skills become required  in firm. As a re su lt new 
people with a range of skills needed to handle the enorm ous regulatory  and 
marketing requ irem en ts. These specia list are add  to th e  cost of the p rocess and 
the more m an agem en t layers form ed, requires m ore com m unication , and 
results in more com plicated  decision netw orks - all of w hich can  increase both 
the cost and time it takes to develop a  new p ro d uc t (Sloan biotechnology 
center,2007).

The third and last objective of the s tu d y  was to determ ine factors, o th e r than 
market o rientation, th a t a re  im portan t in p ro d u c t developm ent by 
pharmaceutical firm s. The factors listed by resp o n d en ts  as  im portan t are 
classified as  regulatory, social, political, econom ic/financial, technological 
factors and ethics. T he im pact of political factors on pharm aceu tical product 
development was ra ted  m oderate (m ean of 3.1) .Over the years, the industry  
has witnessed increased  political a tten tio n  due to the increased  recognition of 
the economic im portance of hea lthcare  as a  com ponen t of social welfare. 
Political in terest h as  also been generated  because of the  increasing social and 
financial burden of healthcare. The pharm aceu tical industry  is facing
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increasing political p ressu re  to redu ce  prices a n d  control co sts . The 
government is increasing  p ressu re  on pharm aceu tical firm s to ac t in the  social 
interest and th is is likely to intensify in the future. E xam ples are  issu es  around 
HIV/AIDS. The governm ent's policies a re  becoming increasingly  string en t with 
regards to the co n d u c t of p harm aceu tical firms.

The impact of econom ic factors on p roduc t developm ent was felt to a  great 
extent (mean of 2 .3).According to th e  global pharm aceu tical in d u stry  journal 
scrip of a u g u s t 20 03 , In th e  la s t decade the p harm aceu tical industiy  
witnessed high value m ergers and  acqu isitions. With a  projected stock  value 
growth rate of 10.5% (2003-2010) an d  Health Care grow th rate of 12.5% (2003- 
2010), the aud ited  value of the  global pharm aceu tical m arket is estim ated  to 
reach a  huge 500 billion dollars by 2004 . Only inform ation technology has a 
higher expected grow th rate of 12.6%. Majority of p harm aceu tical sales 
originate in the US, EU and Ja p a n e se  m arkets. Nine geographic m arkets 
account for over 80%  of global pharm aceu tical sa les these are, US, Jap an , 
France, G erm any, UK, Italy, C anada, Brazil and  Spain . Of these m ark e ts, the 
US is the fastest growing m arket an d  since 1995 it h a s  accounted  for close to 
60% of global sales. In 2000 alone th e  US m arket grew by 16% to $133  billion 
dollars m aking it a  key
Strategic m ark e t for pharm aceu tica ls (scrip Aug 2003). This kind of global 
picture m ean s th a t  the m ultinational firms do n o t give Africa, with a 
contribution of 1% of m arket value, m uch a tten tio n  in their product 
development efforts an d  as a  resu lt allocate limited resources to th e  region. 
Competitive advantage within the in d ustry  is being constan tly  redefined and to 
maintain th e ir p resence, key industry  players are being forced to revam p their 
organizational s tru c tu re , overcome huge harriers in product developm ent, 
clinical tria ls simply to ensu re  con tinu ity  and m ain ta in  profitability.
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The unique role p harm aceu tical firm s play in m eeting  society’s need for 
popular wellbeing c a n n o t be underestim ated . R esponden ts firm s indicated th a t 
social factors to a g rea t extent (mean of 2.8) im pact p roduct developm ent .In 
recent times, the im pac t of epidem ics such  as  avian influenza and  AIDS has 
also attracted p o pu la r and  m edia a tten tio n  to the industry . The effect of the 
intense media and political attention  h a s  resulted  in increasing  in d u stry  efforts 
to create and m ain ta in  good governm ent-industry-society  com m unications. The 
profile of the pharm aceu tical co n sum er has changed . C onsum ers are now 
better informed and  th e re  are expecta tions on the in d u s try  to show th a t  their 
products deliver b e tte r  health  and g rea ter economic value. Also, in previously 
governments were e ith e r  the sole o r major p u rch a se rs  of pharm aceutical 
products b u t the c u rre n t trend show s th a t h ea lth care  costs a re  being 
constantly being sh ifted  away from the governm ent, which acted  as  the 
traditional social p u rch ase r , over to h ea lth  in su rance com panies and  common 
individuals. The increasing  price sensitivity of the com m on co n sum er and 
financial m uscle of hea lthcare  agencies and health  in su ran ce  com panies is 
forcing firms in the in d u s try  to cu t p ro d uc t prices thereby  reducing m argins. In 
the future, as governm ent shifts m ore healthcare co sts  to the end consum er, 
consumers will increasingly  pay more for access to h ea lth care  and m edicines 
and this will fu rth er increase their price sensitivity.

Due to a growing population  on long term  m edication, such  as d iabetics, there 
is external p ressu re  on the industry  to reduce th e  price and  long-term  
dependence on pharm aceu ticals . This, in addition to the m arket requirem ent 
for the industry  to im prove curren t new  m edicines a n d  lower p ro d uc t costs is 
increases the p ressu re s  on industry  to aggressively reduce its co st base 
without com prom ising gross spend on research  and developm ent w hich most 
firms require to m ain ta in  com petitiveness. A u n ique  feature of the 
pharmaceutical m ark e t is that the final consum er h a s  little or no say  in the 
choice of m edicines an d  treatm ents. Medical doctors, general p rac titioners and 
pharmacists usually  ac t a s  agents of the final co n sum er and they a re  largely
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responsible for the co n su m er’s p u rch asin g  decisions. As a  re su lt of this 
pharmaceutical co m p an ies’ direct a  sizeable proportion  of their m arketing 
efforts at these ag en ts . With th e  advent of th e  in ternet, consum er 
enlightenment has th e  capacity  to erode the influence of the medical agen ts as 
consumers have easie r access to m edical inform ation an d  treatm ents.

A modern scientific a n d  technological advance in science is forcing industry  
players to ad ap t ever faster to th e  evolving environm ents in w hich they 
participate. Technology w as rated as having a great ex ten t of im pact on  product 
development (mean of 2.6). Scientific advancem ents have also increased  the 
need for increased  spending on research  and  developm ent in order to 
encourage innovation a t  a global level. Over the last decade the knowledgebase 
of the pharm aceu tical sciences has changed dram atically  an d  co n tin u es to 
change at a fairly h igh  rate. As new  technologies an d  bodies of scientific 
knowledge emerge, w hole new sets of opportunities and  th rea ts  a re  being 
introduced. B reak th ro u g h s in science, innovation an d  technology con tinue  to 
create novel op po rtu n ities for new p ro d uc ts and p rocesses. This has increased 
the pace of the in d u s try  and m ajor players m u st keep  up  w ith changes else 
become vulnerable. Over the last decade, we have seen th is  h ap p en  as 
companies th a t w ere not very effective in research  and new product 
development were acqu ired

5.3. L im itations o f  th e  Study
Although the s tu rd y  show s a clear positive re lationship  betw een m arket 
orientation an d  p ro d uc t innovation in the pharm aceu tical industry , th e  ability 
to generalize the findings of th is study  is limited to the  sam ple size u se d  in the 
survey. The pharm aceu tical industry  in 2003 had  over 45 com panies engaged 
in the im portation or m anufactu re and d istribu tion  of pharm aceutical 
products. These com panies are very diverse in their opera tions and  s truc tu res . 
The num ber of resp o n den ts in th is study, which w as only carried  o u t on 
Nairobi based firms, m ight not therefore represen t the whole industry  picture.
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There is a large a m o u n t of inform ation regarding the  Kenyan pharm aceu tical 
industry which is n o t published . T hese include m ark e t inform ation, such  as 
market share of v ario u s players an d  o ther m arket dynam ics s ta tis tics. The 
pharmaceutical com pan ies also  do no t publish records of their financial 
performance and  co n s id e r su ch  inform ation highly confidential. T h is pu ts a 
cap on accuracy of in ferences which can  be m ade an d  hence the  evaluation of 
exactly which firm is more successfu l than  o thers . The unavailability  of 
published d a ta  m ay also  lead to fu tu re  duplication of research  and  delays in 
completion of s tu d ies  in th is sector.

5.4 Im plications for Policy and P ractice
The study resu lts  su g g es t th a t pharm aceu tical firm s will increase th e ir product 
development capacity  by developing and im plem enting m arket-oriented  
strategies as co n s is ten t with the literatu re. The re su lts  suggest th a t a  firm with 
a market orientation is likely to improve its product developm ent capacity  and 
performance. The th ree  factors of m arket o rien ta tion , m arket intelligence 
generation, developm ent of m arke t oriented strategy  and  im plem entation of 
market oriented stra tegy  are im p ortan t for new p ro d uc t perform ance.

Despite the u n ce rta in ty  of science, regulatory h u rd les , public scru tiny , and a 
difficult environm ent, pharm aceu tical firms can  m inim ize the cost and  time 
needed to develop new  products. Specifically, the firm can  adopt strateg ies and 
organizational design elem ents th a t help  to minimize the  cost and  tim e needed 
to bring a product to m arket by m anaging the regulatory  process and  acquiring 
or developing the necessary  range of skills and  m anaging its  grow th in a 
manner th a t allows storage of m ark e t inform ation and lea rn in g ’s. The 
pharmaceutical in d u s try  has done quite well historically ,the s tu d y  has 
revealed th a t firms a re  looking to position them selves strategically for the 
future. But a s  we e n te r  a new e ra  in the pharm aceu tical ind ustry  with 
increased paten t r isk s  an d  lower m arginal product re tu rn s , changing consum er
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profile with a  decreasin g  influence and  a  rapidly globalizing economy, 
pharmaceutical firm s m u s t s tru c tu re  th e ir o rganizations to minimize s tru c tu ra l 
inefficiencies and  c o s ts  which is required  to enable th em  com pete b e tte r  in the 
changing environm ent. Finally, the econom ic em ergence of m ass production 
economies like India an d  C hina in to  the pharm aceu tica l fray gives great 
opportunities to th e  local in d u s try  to reduce co s ts  while m ain tain ing  
therapeutic diversity a n d  efficiency for various a ilm en ts th rough generics.

5.5 R ecom m endations for Future R esearch
Future research ca n  be extended to include the links betw een m arket- 
orientation an d  p ro d u c t developm ent by considering the im pact of 
organizational s tru c tu re ; th is is because  of the fact th a t of the responden t 
firms, there w as wide variation in m anagem ent s tru c tu re  which in tu rn  had an 
impact on the  decision  m aking p rocess and  hence product developm ent 
process. A large com parative study  could be u n d e rtak en  to look a t th e  im pact 
of these factors on th e  p roduct developm ent p rocess either individually or 
collectively an d  determ in ing  the co re lationsh ips betw een them.

An extension of th is  research  would be to determ ine how m ark e t oriented 
product developm ent affects the perform ance of th e  com pany by taking a 
broader look a t  com pany  growth perform ance. This w ould include looking a t 
growth of factors like sales, profits an d  m argins, ea rn ings on capital employed, 
return on equity, em ployee tu rnover within the Kenyan pharm aceu tical 
industry. This could then  form a b asis  for en tren ch in g  a m arke t oriented 
approach to p roduct developm ent in com pany strategy  as  m anager would be 
able to clearly see th e  long term  im pacts on their b u sin ess  perform ance.
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An area of fu rth er re sea rch  could be the im pact of ex ternal su p p o rt (support 
from principals of local firm) on the p roduct developm ent process. The study 
showed that u p  to 4 2 .9  % of local firm s get various k in d s  of support from their 
principals (table 4 .3 ).The firms have also indicated th a t  the challenges they 
face(table 4.4) include the high co s ts  of p roduct developm ent, regulatoiy  
challenges, p roduct sourcing  and  p a te n ts  and trade rights. These are  areas 
where the principals in p u t are  usually  necessary. It would therefore be of 
strategic im portance to the industry  pharm aceu tical to  determ ine the im pact of 
support from foreign p rincipals on the  degree of m arket o rien tation  and 
product developm ent in the industry .

64



APPENDIX
REFERENCES

Barabba, V. P. (1995). Meeting o f the Minds, Creating the Market-Based 
Enterprise. Boston, MA: H arvard B u sin ess School Press.

Biemans, W. G. and  H. H arm sen (1995). Overcoming the barriers to m arket - 
oriented new p ro d u c t developm ent. ,Journal o f Marketing Practice. Applied 
Marketing Science, 1(2), 7-25.

Biemans, Wim G. a n d  H arm sen , H. (1995). Overcoming the B arriers to Market- 
Oriented Product Developm ent. Journal o f Marketing Practice, 1 (2): 7-25.

Chatuvedi K.J. and  R ajan  Y.S. (2000).New Product D evelopm ent-Challenges of 
Globalization. International journal o f Technology Management,Vol 19,No 7 /8 ,
pp788-805

Christensen, C. (1997) The Innovator’s  Dilemma. Boston,MA: H arvard B usiness
Press

Cohen W.M. and  Levinthal D.A. (1989).Innovation a n d  learning: the two faces 
of R&D”. The Economic Journal, Vol. 99 , No. 397, pp. 569-596.

Cooper, R. G. and  E. J .  K leinschm idt (1995). B enchm arking th e  firm's 
criticalsuccess factors in new p roduc t developm ent. Journal o f product 
Innovation Management, 5(12), 374-391.

Dawes, J . (2000).M arket orien tation  and  Com pany Profitability: Further
Evidence Incorporating  Longitudinal Data, Australian Journal of 
Management,Vol. 25, No. 2, pp. 173.

65



Day, George S. (1994). The C apabilities of M arket-Driven O rganizations. 
Journal o f Marketing, 58  (October): 37-52.

Deschamps, J e a n  P. an d  Nayak, P. R. (1995). Product Juggernauts - How 
Companies Mobilize to Generate a Stream o f Market Winners. Boston, MA: 
Harvard B u sin ess  School Press.

Ghosh, P.K: (2001). Strategic Planning and Management. New Delhi, D aiyaganj, 
Sultanchand an d  sons,

Griffin, A. a n d  J . R. H auser (1993). The voice of th e  custom er. Marketing 
Science, 12 (1), 1-27.

Hall, L.A. a n d  B agchi-Sen, S. (2002) “A study  of R&D, innovation, and  business 
performance in the C anad ian  biotechnology ind ustry ”, 7echnovation, Vol. 22,
pp. 231-244.

Han, J . K., Kim, N., an d  Srivastava, R. K. (1998). M arket O rien tation  and 
Organizational Perform ance: Is Innovation a  M issing Link.^ Journal of
Marketing, 62: 30-45

Hurley, R obert F. a n d  Hult, G. T hom as M. (1998). Innovation, Market 
Orientation, and  O rganizational Learning: An Integration and  Empirical 
Examination. Journal o f Marketing, 62: 42-54.

Huston, L. a n d  S akkab  ,N. (2006) . C onnect and  Develop: Inside Procter and 
Gamble’s New Model for Innovation. Harvard Business Review .M arch 2006 ,
58-67.

66



Imran,A. and  K asraian  K (2002). P harm aceu tical C hallenges in Veterinary 
Product D evelopm ent .Pfizer Global Research and Development 
Groton, CT06340, U S A.

Jaworski, B. J . and  Kohli, A.K. (1996). "Market o rien ta tion : review, refinem ent, 
and roadmap." Journal o f  m arket -Focused Management 1(2), 119-136.

Jaworski, B .J. and Kohli, A.K. (1993).M arket o rien tation: an teced en ts  and 
consequences”, Journal o f Marketing, Vol. 57, Ju ly , 53-70.

Kenya economic survey  (2007), pp 275

Knight, R.M., (1986).P roduct innovation  by sm aller, high-technology firm s in 
Canada, Journal of product Innovation Management, Vol. 3, No. 3, pp. 195-203.

Kohli, A. K. a n d  Jaw o rsk i, B. J .  (1990). M arket orientation: The construct, 
research propositions, an d  m anagerial im plications. Journal o f Marketing, 54 
(April), 1-18.

Kotler, P. and  C larke R. (1987). Marketing for health care organizations. New 
Jersey, Englewood Cliffs, prentice hall,

Krishnan.V an d  Ulrich K.T.(2001) P roduct Developm ent Decisions: A Review of 
the Literature Management Science, Vol. 47, No. 1, J a n u a ry  2001

Matsuno, K. an d  M entzer, J . T. (2000). The effects of strategy type on the 
market o rien ta tion  -  perform ance relationship , Journal o f Marketing, Vol. 64,
PP. 1 - 1 6 .

67



Montoya-Weiss, M. M. and  C alan tone, Roger J . (1994). D eterm inan ts of New 
Product Perform ance: A Review and  M eta-Analysis. Journal o f Product 
Innovation Management, 11: 397-417.

Narver, J . C., S. F. Slater, e t al. (1998). Creating a  m arket o rien tation . Journal 
of market-Focused Management, 2(1), 241-255.

Narver, J .C . and  Slater, S. F. (1990).The effect of a m arket orientation  on 
business profitability, Journal o f Marketing, Vol. 54, October, pp. 20-35.

Pearce, Jo h n  A, Robinson, R ichard B,( 1999). Strategic Management: strategy 
formulation and implementation, USA, Richard D Irwin Inc.

Pelham, A. M. (1999).Influence of environm ent, strategy, an d  m arket 
orientation on perform ance in sm all m anufacturing firms, Journal o f Business 
Research, Vol. 45, No. 1, pp. 33-46.

R ainer, F. and Kazem, C. (1994), Defining com petitiveness: A holistic approach, 
Management Decision, 32 (2), pp.49-58.

Sloan Biotechnology Industry  C enter (September 2007).Product development 
challenges and recommendations, p p l2 . USA, U niversity of M aryland.

Takayama, M. and  W atanabe, C. (2002).Myth of m ark e t needs and technology 
seeds as a  source of product innovation — an  analysis of p harm aceu tical new 
product developm ent in an  anti-hypertensive product innovation, 
Technovation, Vol. 22, pp. 353-362 .

Thomke S. (2003).R&D com es to services: Bank of Am erica’s pathbreak ing  
experiments, Harvard Business Review, April 2003 ,pp  48-59.

68



WHO(2000),Report o f  an ASEAN workshop on the TRIPS agreement and its 
impact on Pharmaceuticals, The Trips and pharmaceuticals. Indonesian  
directorate general of d ru g  and food control, Ja k a r ta , 2-4  may 2000.

Zirger, B. J . an d  M. A. M aidique (1990). A model of new  product developm ent: 
An empirical test. Management Science 36(7), 867-883.

69



LETTER TO RESPONDENTS

University of Nairobi,
Department of B u sin ess  A dm inistration,
School of B usiness,
P.0. BOX 30197,
NAIROBI.
1st April 2009

Dear Respondent,

I am a postgraduate s tu d e n t at the  University of Nairobi, School of B usiness, in 
order to fulfill the degree requ irem ents , I am  u n d ertak in g  a m arketing 
research project on p ro d u c t developm ent startegies followed by pharm aceu tical 
companies in Kenya. T he study  is titled: “ Market O rientation  and Product 
Development by P harm aceutical firm s in K enya”.
Your organization /co m p an y  , which falls w ithin the popu lation  of in terest , 
has been selected to form  part of this study. This therefore is to kindly request 
you to assist me collect d a ta  by filling o u t the accom panying questionnaire  or 
according me an  opportun ity  to come an d  assis t you fill it.
The information /d a ta  provided will be used  exclusively for academ ic purposes. 
My supervisor and  1 a s su re  you th a t the  inform ation you give will be treated  in 
strict confidence. At no  point will the nam e of your organization ap p ear in the 
final report. A copy of the research  project with suggestions, will be made 
available to y o u r organization on request.
Your co-operation will be highly appreciated.
Yours faithfully,

Ellov Okoth Q tieno. D r M artin O gutu
MBA studen t Superv isor & Senior Lecturer,
University of Nairobi

70



QUESTIONNAIRE
SECTION A 
Demographics
1. Name of the com pany ......................................................................................................
2. Country of origin of your com pany ............................................................................
3. How long have you been operating  in K enya? .......................................................
4. Do you (a) wholesale Q  (b) re tail Q  (c) other

(specify). 0 .........................................................................................................................
5. What products do you m arket in Kenya? W hat is the num ber of products in

each category?
a) Prescription only m edicines......................................................................................
b) V acc in es.........................................................................................................................
c) Pharm acy o n ly .............................................................................................................
d) All.....................................................................................................................................

6. W hat is the num ber of new p roduc ts in category?
a) Prescription only m edicines.....................................................................................
b) Vaccines........................................................................................................................
c) Pharm acy only............................................................................................................
d) All....................................................................................................................................

7. W hat was y o u r total num ber of employees a s  a t the end of last year?

8. W hat is the relative size of yo ur organization on the basis of th e  following 
(using the year 2008 records)?
a) Sales tu rnover............................................................................................................
b) N um ber of em ployees..............................................................................................

9. Designation of resp o n den t......................................................................................
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SECTION B
MARKET ORIENTATION
10. Do you have a  m arketing  departm ent?

a) Yes
b) No _

1 1. What was y o u r total pharm aceutical m arketing budget in Ksh during last 
financial y e a r? ......................................................................................................

12. Do you get any  m arketing support from y o ur head
office?...............................................................................................................................
If yes, please specify w hat type of support..........................................................

13. Who p repares your m arketing and promotion program s? Please give
title...............................................................................................................................

14. In your organizational struc tu re , what is the  position of the head of 
m arketing departm en t in relation to the other functional heads?

(Please tick)
D epartm ent Higher Same Lower Com m ents
Finance
1 lum an resource
Information technology
Medical /techn ica l
O perations/production
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15. To what extent do you target each  of the following? 
Tick accordingly in the appropria te  colum n.

G reatest
extent

G reat
extent

m oderately Less
ex ten t

Not a t 
all

Medical
practitioners
Government
Non governm ent
Organizations
Pharmacists
Others (specify)

16. What is the op inion  of your consum ers of m edicines in relation  to new 
products? Tick th e  appropriate option.
a) Veiy im p ortan t
b) Im portant
c) Less im p o rtan t
d) Least im p o rtan t L

17. To what ex ten t is m arket oriented functions su ch  as  planning, regulatory 
management, m arketing  research , public relations, advertising, and 
promotions coord inated  in the com pany? Tick a s  appropriate.

r
There is unproductive conflict among 
these functions
There is effective integration 
.coordination and control

Greatest
extent

Great
extent

Moderate Little
extent

Not 
at all
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r

18. To what extent do you carry out each of the following?

Please tick in the accordingly in the appropriate column.

Greatest
extent

Great
extent

Moderate Little
extent

Not at 
all

We carry out strategic market 
planning as well as annual 
marketing planning.
The company prepares contingency
plans.
We permanently measure our 
customers' degree of satisfaction
We constantly monitor the 
evolution of our current and 
potential customers’ requirements
We know the factors influencing 
our customers’ purchasing habits 
very well
We collect information necessary 
for detecting the appearance of new 
market segments (i.e., groups of 
customers with new requirements)
We always have full, updated, 
information on the evolution of the 
image of our products held by our 
current and potential customers
We permanently measure the 
degree of our distributor’s
satisfaction
We monitor the evolution of our 
distributors’ requirements
We collect information on how our 
products integrate into our 
distributors’ activities

We have accurate knowledge of the 
problems that marketing our 
products may cause to our 
distributors

We always have full, current, 
information for monitoring the 
image of our products as held by 
distributors
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19. To w hat extent do you gather and  d issem inate  M arketing inform ation 
within the com pany?-tick a s  appropriate

Greatest
extent

Great
extent

Moderate Little
extent

Not at all

Major m arket inform ation is always 
spread over all th e  com pany’s 
functional a reas
Marketing stra teg ies are  always 
drawn up in ag reem ent with the 
other business functions
We have im plem ented actions so 
that each person in the com pany 
feels individually com m itted to 
customer satisfaction
We periodically organize 
interfunction m eetings to analyze 
all important m arke t inform ation
We encourage inform al exchanges 
of information betw een the 
company’s different functions

20. To what ex ten t d o es your com pany information system  con tain ing  relevant 
and up-to-date m arketing  da ta?

Greatest
extent

Great
extent

Moderate Little
extent

Not at 
all

Such information is lim ited and  
is not m aintained on an  ongoing
basis
Adequate records a re  m ain ta ined  
and are m aintained on a  routine 
basis, essentially  on  hardcopy
form.
•An extensive, co m p u ter based 
system is provided for system atic 
storage, m ain tenance , update  
and analysis of m arketing  data. 75



21. Of the following m arketing  activities used  to m axim ize end- u s e r  response 
to your products please rank  th e  following accord ing  to im portance to your 
company on a  scale of 1-5, w here 1 is very im portan t, 5 least im portant:

Very
im portan t

Im portant Slightly
im portan t

Not
im p ortan t

Indifferent

Market
segmentation
Consumer
research
Product concept 
development an d  
testing
Use of incentives
None of the above

SECTION C
NEW PRODUCT DEVELOPMENT
22. Frequency of new product in troduction  into the Kenyan m arket, (new 

products are  considered to be improved p roduc ts .product extensions or 
new product lines)
a) How m any products have you introduced in the last ten (10) years?
b) What is the num ber of the new products in troduced by year?

(i) 1999
(ii) 2000
(iii) 2001.
(iv) 2002.
(v) 2003.
(vi) 2004.
(vii) 2005.
(viii) 2006.
(ix) 2007..
(x) 2008..
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23. Of the New p ro d uc ts  listed above (22 b) please give the percen tage (%) year 
on year growth.

24. Is there a form al system atic  procedure for evaluating  po ten tial new
products?

There is no formal p rocedure
A procedure exists b u t it does not include heavy in p u ts  from m arketing
(please specify)....................................................................................
The procedure is well developed, and includes heavy inp u t from 
m arketing  (please specify)....................................................................................

25. Does your firm continually  m onitor and  evaluate your p ro d uc t portfolio in 
o rder to identify potential new products to offer and  cu rren t new  products 
to curtail or drop?

| The com pany does not evaluate the m arketing  viability of its various 
products

j j The com pany occasionally evaluates its c u rre n t p roducts and  studies 
potential new products

j The com pany regularly evaluates its cu rren t p ro d uc ts  and 
system atically  stud ies potential new products

26. W hat am ong the following influenced your decision to in troduce and  choice 
of new  products?

___ C ustom er suggestions and interviews
__ J Com petitor activity

M anagem ent decision 
C orporate decision 

j O ther (specify)

□
□
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27. What percentage did new product profile co n trib u te  to your to tal sales in
the financial y ea rs  listed above?

Year 99 00 01 02 03 04 05 06 07 08
contribution

a) W hat is the desired contribu tion  of new p ro d uc ts to the following?
(i) Sales growth
(ii) M arket share
(iii) Profits

28. What percentage of the m arketing budget is ded icated  to new
products?..........................................................................................................................

29. Does your firm  have a  procedure of track ing  and  analyzing the
effectiveness of new product m arketing activities an d  m arket 
penetration?.....................................................................................................................
If yes, please s p e c ify ....................................................................................................

30. Please list challenges faced by your organization du rin g  product 
development.
1) ................................................................................................
2} ..........................................................................................
3)..............................................................................

SECTION D
OTHER FACTORS AFFECTING PRODUCT DEVELOPMENT
31. To w hat ex ten t do the following factors influence new product developm ent

by your com pany? Tick as appropriate  and briefly explain

—
Greatest
extent

Great
extent

Moderate Little
extent

Not at all

Regulatory(legal) factors

Social factors
Political factors

.Economic/financial factors

.Technological factors
Ethics

78



TABLE 1
ORGANIZATIONAL PERSPECTIVES OF PRODUCT DEVELOPMENT

Marketing Organizations Engineeringdesign Operationsmanagement
Perspective on 

, product
A product is a 
bundle of 
attributes

A product is an 
artifact resulting 
from an 
organizational 
process

A product is a 
complex 
assembly of 
interacting 
components

A product is a 
sequence of 
development 
and/or 
production 
process steps

Typical
performance
metrics

Fit with
market; market 
share; 
consumer 
utility; profits

Project success Form and
function;
Technical
performance;
innovativeness;
Direct costs

Efficiency; total 
cost; service 
level; lead time; 
capacity 
utilization

Dominant
representational
paradigm

Customer 
utility as a 
function of 
product 
attributes.

No dominant 
paradigm. 
Organizational 
network 
sometimes used

Geometric
models
Parametric
models of
technical
performance

Process flow
diagrams.
Parametric
models of
process
performance

Example decision 
1 vanables

Product 
attribute levels; 
price

Product 
development 
team structure; 
Incentives

Product size, 
shape,
configuration,
function,
dimensions.

Development 
process 
sequence and 
schedule point 
of
differentiation 
in production 
process

Critical success 
factors

Product 
positioning and 
tricing ; 
Collecting and 
meeting 
customer 
needs

Organizational 
alignment; team 
characteristics

Creative 
concept and 
configuration; 
performance 
optimization

Supplier and
material
selection.
Design of
production
sequence.
Project
management

Adapted from K rishnan.V  and Ulrich K.T., Product D evelopm ent Decisions: A 
Review of the L iterature, Management Science/ Vol. 47, No. 1, J a n u a ry  2001

i
i
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LIST OF COMPANIES AND LOCATIONS
Alpha Medical M anufacturers Nairobi
Aventis Pasteur SA E ast Africa Nairobi
Bayer East Africa Limited Nairobi
Beta Healthcare (Shelys Pharm aceuticals) Nairobi
C Mehta and Co Ltd
Cad ilia Pharm aceuticals
Cosmos Limited Nairobi
Dawa Pharm aceuticals Limited Nairobi
Didy Pharmaceutical Nairobi
Eli Lilly (Suisse) SA Nairobi
Elys Chemical Industries Ltd Nairobi
Europa Pharmaceuticals
Glaxo SmithKline Nairobi
High Chem East Africa Ltd Nairobi
Ivee Aqua EPZ Limited Athi River
Kulal pharmaceuticals Ltd
Lords Healthcare Nairobi
HML ltd
Mac’s Pharmaceutical Ltd Nairobi 
Madawa pharmaceuticals Ltd 
Manhar Brothers (Kenya) Ltd Nairobi 
Novartis Rhone Poulenic Ltd Nairobi 
Novelty Manufacturers Ltd Nairobi 
Omaera Pharmaceuticals 
Pfizer Corp (Agency) Nairobi
Pharmaceutical M anufacturing Co (I<) Ltd Nairobi
Pharmaceutical Products Limited Nairobi
Phillips Pharmaceuticals Limited Nairobi
Regal Pharmaceutical Ltd Nairobi
Sunpar Pharmaceuticals
Universal Pharmaceutical Limited Nairobi
Source: Pharmacy and poisons hoard register 2008.
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