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Abstract

The close linkage between competitive strategy and functional strategic activities is asserted to be a
precondition to the achievement of optimal business performance. This study explores how the
relationship between (and among) operations, marketing, and competitive strategies affects
organizational performance in the banking industry. Our findings show that: (a) competitive strategy
moderates the relationship between operations and marketing strategic activities, and organizational
performance, (b) certain integrated strategic decisions of operations and marketing functions have a
significant impact on organizational performance, and (c) the performance of retail banks within a
strategic group differs depending on the quality of the strategic fit.

The efficiency of a service organization is usually dependent on well-managed operations, while its
effectiveness depends on well-administered marketing.
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Table 1
Extraction of service operations strategic variables

Factors [tems Loadings Cronbach alpha
|. Encounter management Educating & retaining employees (.80
Quality control 0.79
Customer education (.75 (.88
Increased financial incentives 0.75
Establishing teamwork (.71
Job-enlargement (.64
Enhancing employee training (.55
2. Operational integration Cooperation with software suppliers 0.82
Information system management 0.71 (.69
Increased MIS staff size (.70
Investment in home-banking technology 0.52
3. Capacity management Limited service branches 0.88 0.62
Managing demand (.62
4. Facility management Increasing in ATM investment 0.72
Expansions of full service branches (.70 (.55
Renavation of branches 0.54
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Table 2
Extraction of markefing strategic variables
Factors ltems Loadings Cronbach alpha
. Market & product management Customizing product/service 0.84

New product development 0.81

Pricing analysis for products 0.77 (.83

Product improvement and R & D 0.69

Customer information system 0.64

Market research 0.51
2. Service promotion Direct mail advertising 0.89

Mass media advertising 0.69 0.74

Sales promotion 0.63
3. Service distribution Point of sale technology (.83

Branch as sales center 0.67 067

Location convenience 0.56
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Table 3
Factor extraction of performance measures

Factor ltems Loadings  Cronbach
alpha
Business Eeturn on equity (ROEy  0.29
performance  Return on asset (ROA) 0.85
Fee income 0.70 0.78
Met interest margin 0.62
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Table 4
Sub-group analysis results

Strategic types Chi-square
statistic

Correlation coefficients (P-value)

Defender Prospector Analyzer
Operations strategic var
Encounter mgmt. 0.412(0.04) 0.680(0.00) 0.48000.00) 2].33%*
Facility mgmt. —0.141(0.50) 0.395(0.06) —(0.028(0.88) 4.03
Capacity mgmt. 0.141(0.50) 0.570(0.00) —0.048(0.80) 7.83*
Operational integration 0.282(0.17) 0.326(0.12) 0.635(0.00) 16.41%*
Marketing strategic var
Promotion mgmt. 0.019(0.93) 0.201(0.17) 0.107(0.56) 218
Market-product mgmit. 0.356(0.08) 0.645(0.00) 0.588(0.00) 22.779%*
Distribution mgmt. —0.134(0.52) 0.560(0.00) —0.071(0.70) T.70%
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Table 5
The interaction effects of the strategic activities of operations and marketing

Strategy Total sample Defender Prospector Analyzer
variables Standardized beta

Standardized beta P-value Standardized beta P-value Standardized beta  P-value

Encounter » promotion 0. 384k 0.19 0.36 0.65%%% 0.00 0.39%* 0.03
Encounter » market-product 0.5]1%** 0,42%* 0.04 ). 744%+ 0.00 0.58%4* 0.00
Encounter » distribution D.444%* 0.17 0.41 (.7 3%4% 0.00 0.26 0.15
Capacity » promotion 0.14 —0.04 0.86 0.42%* 0.04 0.01 0.99
Capacity » market-product  0.28%* 0.07 0.76 0.55%+* 0.00 0.27 0.13
Capacity » distribution 0.22 —0.08 0.70 (.55%% 0.01 —0.08 0.67
Facility » promotion 0.29%* 0.19 0.36 0.62%* 0.00 0.03 0.86
Facility » market—product (0 45%H* 0.27 0.20 (.75%%+ 0.00 0.35%* 0.05
Facility = distribution (0. 344k 0.05 0.80 0.68 %k 0.00 —0.05 0.81
Integration > promotion (. 3304k 0.19 0.36 0.47%* 0.02 0.57%8* 0.00
Integration » market—product 0.41%%¥ 0.36% 0.08 .57+ 0.00 .67+ 0.00
Integration » distribution 0.39%%* 0.12 0.57 0.56%%% 0.01 0. 474k 0.01
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