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Managing Design: the Impact of Design Orientation on Market Success 

 

Abstract  

Companies that constantly explore trends in the market and also use design to innovate 
their products and services should also be more successfull. The main purpose of this 
paper was to investigate the relationship between design orientation and market 
orientation and to propose a new conceptual model  for managing companies in 
transitional economies. Therefore, existing models of market orientation (MO), design 
orientation (DO), and design management (DM) have been investigated. The research 
has been executed in several stages, from qualitative to quantitative, using an Internet 
survey to examine managers and CEOs from Croatian companies in different industries. 
After analyzing the findings, the main hypothesis about the positive relationship between 
DO and MO was  supported. Applying the structural equation modelling, a new PLS-
SEM model of market-design orientation management was proposed, which could be 
useful for the specific context of the transitional economies. Systematic use of these results 
could serve to improve companies’ competitiveness in the market. Also, an important 
issue - how design as a resource of innovation should be managed and integrated with 
other business units - has been addressed. 

Keywords: design orientation, market orientation, design management, innovation, 
transitional economies 

  



 
 1. Introduction 

1.1. Definition of the Topics 

The topics of this study are market orientation and design orientation of companies as well 
as their relationship, because marketing literature has not paid much attention to the aspect 
of design orientation. Understanding design potentials in different industries allows 
marketers and managers to achieve more business success, focusing on customers’ needs at 
the same time. To fully understand the complexity of the subject, we first have to define main 
terms and look at different approaches to design and its management.  

Market orientation (MO) can be defined as the implementation of the marketing concept - 
generating market information within the entire organization regarding the current and 
future needs of customers and clients (Kohli, Jaworski and Kumar, 1990). MO can also be 
defined as the extent to which a firm engages in the generation, dissemination, and response 
to market intelligence pertaining to current and future customer needs, competitor strategies 
and actions, channel requirements and abilities, and the broader business environment 
(Morgan et al., 2009). MO and marketing capabilities are complementary to one another in 
ways that generate economic rents, and each may be viewed as an individual source of 
competitive advantage. The interaction between MO and marketing capabilities possesses 
the characteristic of 'asset interconnectedness' (Teece et al., 1997). For Grinstein (2008), 
market orientation is positively related to a number of strategic orientations. To be 
successfully implemented, all alternative orientations should be guided by the necessary 
underlying system of beliefs.  

The use of design has been constantly growing in recent years. Design changed its meaning 
from shaping and aesthetics to a strategic element in business innovation processes, as well 
as in a number of societal development processes. A designer's ability to combine, for 
instance, designing with user understanding and overall solutions is increasingly becoming 
a competitive parameter when companies develop new products and services. Design is 
gaining importance as a driver for innovation, resulting in concepts such as strategic design, 
design management and design thinking (Quartz + Co, 2011). There have been a number of 
different studies in various countries, which give evidence about the positive role of design 
as an element of innovation.  The importance of design as a key element of introducing new 
ideas to market was also recognised in commitment 19 of Innovation Union, a flagship 
initiative in the Europe 2020 Growth Strategy. This consensus has resulted in the European 
Commission’s Action Plan for Design-Driven Innovation (EC, 2013). Design, its methods 
and a way of thinking have been emphasized by many researchers as resource for increasing 
a company’s innovation capability (Ulrich & Eppinger, 2003; Veryzer & Borja de Mozota, 
2005; Beverland & Farrell, 2007). 

Design management (DM) is directly concerned with the place of design within an organization, 
the identification of specific design disciplines that are relevant for key management issues, and 
the training of senior managers to use design effectively (Gorb, 1990). According to the Design 
Management Institute, the scope of design management ranges from the tactical management of 
corporate design functions - including design operations, staff, methods and processes - to the 
strategic advocacy of design across the organization as a key differentiator and driver of 
organizational success (source: https://www.dmi.org/page/What_is_Design_Manag , 
approached 23032019). According to Olson et al. (1998), design strategy as the highest level of 
design implementation implies the effective allocation and coordination of design resources and 

https://www.dmi.org/page/What_is_Design_Manag


activities to accomplish a firm`s objectives of creating its appropriate public and internal 
identities, its product offerings and its environments. 

 

Table 1. Design management maturity grid. An analysys of design management practices in 
Europe; source: Kootstra, DME Survey, CBRD, 2009, pp 15 
 

 

In the absence of a validated model to assess European businesses DM capability, the Design 
Management Staircase model by Design Management Institute from Boston was further 
developed by Kootstra (2009). The model aims to enable European businesses to assess and 
improve their DM capabilities in order to increase their effective use of design and improve 
their competitiveness and business success. A process perspective was taken, classifying the 
DM capabilities of businesses into four different levels, ranging from an immature stage, 
level 1, through to level 4, where design is managed strategically. All four levels are further 



defined by five factors influencing the success or failure of design and indicating good DM. 
The five factors are presented as: Factor Awareness, Factor Planning, Factor Resources: 
people (design staff), funding (budgets) and means of production (facilities), Factor 
Expertise: the level of DM experience, skills and expertise and Factor Process: whether an 
effective process is followed. The level ranking is dependent on the extent to which businesses 
implemented these five factors. Subsequently, the Design Management Staircase model was 
tested on a large scale study amongst 605 European businesses. The results of this study were 
presented in Kootstra`s report (2009) “The Incorporation of Design Management in Today`s 
Business Practices”. 

Design orientation, according to different scholars, describes a strategic managerial 
approach based on choosing design as the main source of competitive advantage (Borja de 
Mozota, 2003, 2009; Best 2006; Von Stamm, 2008; Brown, 2008). Marketing and design 
share the same ambitions – they are both customer focused and wish to improve the quality 
of consumers` everyday life through the products and services (Bruce, 331, in Cooper et al., 
eds, 2011). Marketing and design are in a symbiotic relationship, but have different 
approaches to meeting consumer needs. 

 

1.2. Developing the hypothesis 

As more and more general problems appear – sustainability, downturn in consumer 
spending, youth unemployment, a growing number of elderly people etc. – these problems 
require a multidisciplinary approach; keeping this in mind, marketing and design 
connectivity should be reconsidered at different levels. Marketing undoubtedly plays a crucial 
role in a company as a process responsible for identifying, forecasting and meeting customer 
needs by earning additional profits through its business. On the other hand, design creates 
value through innovation, enhanced functionality, visual differentiation, brand 
empowerment, or customer's positive experience, and also plays an important role. Design 
and marketing departments often cooperate, and the way of cooperation depends on the 
nature of the organization, as well as on market opportunities (Best, 2006, 34). 

Therefore, we propose a positive relationship between DO and MO:  

H1 Design orientation of a company is positively related to its market orientation. 

The design-oriented companies give attention to their products from the design point of view, 
they observe and, in this way, follow the changes to better understand user needs. User-
centered designers are usability focused and driven by human factors. They use intuition and 
empathy, but also a variety of research approaches, to understand users. In doing so, they 
adopt a holistic approach by looking at problems from a systematic point of view; they are 
integrative thinkers. In addition, as noted above, they continuously improve the products or 
services they design through an iterative, process-driven approach. (Borja de Mozota & 
Peinada, 2013). If companies with a strong orientation towards design also develop a broad 
orientation towards the market, we can affirm that design orientation favors market 
orientation. All the companies within the study undertaken by Moll et al. (2007) in Spanish 
design-oriented companies promote and manage clients' suggestions with basically 
formalized systems. They also listen and respond constructively to their clients' complaints. 



Design, regardless of the industry, is identified as a determining factor in succeeding to meet 
customer satisfaction and success in the market. Some companies in the study are leaders in 
their respective fields and they constantly innovate in order to maintain their market position, 
while those companies that do not identify themselves as leaders respond quickly to their 
competitors' actions. For the majority of their products and services, they have a proactive 
strategy strongly based on design, innovation, and the consumer (Moll et al., 2007). We come 
to a conclusion that more design-oriented companies are also more flexible to market change 
and customer demands, and therefore have more successful products. In this light, we 
propose the second hypothesis:  

H2 Design oriented companies, which constantly, and more than average, innovate through 
design, also have more successful products and services in the market. 

 

2. Methodology. 

The research has been executed in several stages, using first qualitative and then quantitative 
methods. The first, qualitative stage of the research was focused on the design orientation of 
market-oriented companies. Two groups of respondents, five managers and five designers, 
went through a series of qualitative, face-to-face interviews, in order to check the topics of 
the questionnaire as well as the variables of main constructs for quantitative research. The 
interviews lasted between 45 minutes and one hour and were recorded. The sample of 
selected professionals was based on the assessment of the researcher, as typical 
representatives of the future examinees in quantitative research.  
 
In the second stage, the research was focused on the perception of design as well as other 
relevant topics by the managers; thus, all the variables in the study have been operationalized 
from the manager’s point of view. The quantitative research using an Internet survey was 
conducted among managers and CEOs from Croatian companies in different industries with 
at least 3 employees. A preliminary list of measurement variables was initially selected from 
relevant previous research dealing with MO and/or DO. The testing phase with nine experts 
from the fields of marketing and design preceded the execution of the qualitative research to 
determine the quality of the questionaire. The experts answered the questionnaire but were 
also given the opportunity to comment on the clarity of questions, its length and possible 
difficulties. Most of their comments were taken into account.  
 
The questionnaire, consisting of 21 questions, was divided into six parts: a set of questions 
about the market orientation of the company, about customer orientation, about design 
orientation, about managerial approach, about interfunctional coordination, about 
company's business performance and design environment - most of them with Likaert value 
scales (from 1 to 5).  Additional questions about general data were at the end, so there were 
30 questions all together.  
 
After checking e-mail addresses from different reliable databases, managers from the address 
list received a message explaining the general purpose of the study and a link to the Internet 
survey.  Around 2000 questionnaires were sent online between March and June 2017. The 
pretesting EFA confirmed the reliability of the questionnaire as well as the correlationship 



between MO and DO. After sending a reminder to the examinees from the address list who 
did not finish their questionnaire, as well as adding some new e-mail addresses of managers 
from different sources, the final sample of valid questionnaires was 112 and the research was 
concluded in November 2017. The final respondent structure was representative of the 
Croatian economy (approx. 80% of SMEs and 20% of large companies). The SPSS statistical 
program was used for the analysis of data. After collecting the questionnaires, the companies 
were divided into two groups: more design oriented and less design oriented, according to 
the respondents’ self assesment on the design orientation scale. These two groups of 
companies were then compared using analysis of variance for two independent samples 
implementing T-test.  
 

 

3. Findings.  

 

3.1. The sample description 

The study sample consisted of 40% of product companies, 33% of service companies and 27 
% of combined industry sectors. There were 42% of female and 58% of male respondants. 
While there were 60,7% of managers in different positions from executives, to marketing and 
communcations, sales or design managers, many of the respondents were owners or CEOs 
(39%), which is logical according to the big percantage of SMEs. With regard to the age of 
examinees, most of them were in the group between 40 and 49 years old (42,9%) and after 
them there is the same precantage of respondents between the age of 30 and 39, as well as 
between 50 and 59 (22,3 %). Most of the respondents´ education was high level - graduate 
or master degree (47,3%) and then comes the group with master of science degree (15,2%), 
while undergraduate (bachelor degree) comes to the third position (13.4%). 

 

3.2. Testing the Hypothesis H1  
Exploratory factor analysis of variables for MO and DO on the final sample (N= 112) was 
the first step of the analysis. Kaiser-Meyer-Olkin sample of adequacy test was 0,89 while 
Bartlett's sphericity test shows that data, i.e. relationships among variables, were statistically 
significantly different from random (p<0,001), which makes the criterion appropriate for 
EFA implementation. 
 
Five significant factors for market orientation and design orientation were extracted with 
factor analysis, which accounts for 63.5% of variance. Two factors of market orientation 
explain 30,9% of the total variance. Three factors of design orientation, together, explain 
32,7% of total variance. According to the extracted factors and variables that saturate the 
individual factors to the greatest extent, a total of five measuring scales were constructed: 
two market orientation scales [consumer orientation (α=0.946),  and strategic marketing 
(α=0.831)] and three design orientation scales (the role of design in communication and 
management (α=0.933), design as competitive market advantage (α=0.780), and level of 
design implementation (α=0.811)]. Cronbach's alpha coefficients for each scale confirmed 
the consistency of the scales obtained, i.e. each scale measures one dimension of market or 



design orientation. Moderate Pearson correlation coefficient (Pearson's r or the bivariate 
correlation, see table 2), was an additional indicator that exploratory factor analysis 
obtained relatively independent (but to some extent related) factors which makes further 
analysis possible. 
 
     Table 2. Pearson correlations; Source: author`s research results 

 
 
 
The importance of design from the managers' perspective was shown in the question about 
the role design plays in their company. More than 80% of managers rated design as relevant, 
namely 21% think that design plays an important role, 27 % stated that design is extremely 
important, while 30% estimate design even as a strategic tool. However, for 18.8 % it plays 
a limited role, while only for 1% of managers design does not play a role. In order to verify 
the hypothesis of the impact of market and design orientation, PLS SEM analysis was then 
conducted with the initial model of influences.  
 
The PLS model is set in such a way that the manifest variables from the questionnaire are 
indicators of latent variables (factors), and the relationship between the factors is set so that 
the factors of marketing orientation (strategic marketing and customer orientation) have 
causal influence on design factors (design as competitive advantage, the role of design in 
communication and management, the level of design implementation). 
 
After calculating the PLS consistent algorithm in which the variances of relationships 
(covariance) between the factors not assumed in the model have also been controlled, the 
following path coefficients were obtained, i.e. the model looks like in figure 1. 
. 
  

Correlations 
N = 112 StraMarF MarCustF DesCompF DesRoleF DesLevF 

Factor of strategic 
marketing 

(StraMarF) 

Pearson 
Correlation 1 .594 .336 .387 .526 

Sig. (2-tailed)  .000 .000 .000 .000 
Factor of customer 

orientation 
(MarCustF) 

Pearson 
Correlation .594 1 .379 .469 .471 

Sig. (2-tailed) .000  .000 .000 .000 
Factor of design 
as competitive 

advantage 
(DesCompF) 

Pearson 
Correlation .336 .379 1 .622 .579 

Sig. (2-tailed) .000 .000  .000 .000 

Factor of  the role  
of design 

(DesRoleF) 

Pearson 
Correlation .387 .469 .622 1 .581 

Sig. (2-tailed) .000 .000 .000  .000 

Factor of design 
levels (DesLevF) 

Pearson 
Correlation .526 .471 .579 .581 1 

Sig. (2-tailed) .000 .000 .000 .000  



     Figure 1. The PLS SEM  analysis. Source: author`s research results 
 

 
 
The construct of design orientation consisted of three factors: design as competitive 
advantage, the role of design in communication and management, and the level of design 
implementation. The construct of Market orientation consisted of two factors: strategic 
marketing and customer orientation. The factor of strategic marketing in the company has a 
strong impact on the level of the design implementation factor (path coefficient 0,504), while 
the factor of customer orientation has a strong relationship with the factor of the role of 
design in communication and management of the company. Observing the data, we come to 
the conclusion that looking at the role of design in communication and management, the 
variable ‘design improves our long-term goals /return-on-investment’ is the one with the 
strongest influence (0,905). 
 
The values of the HTMT ratio for the determination of discriminant validity do not exceed 
0,9 for all the factors of design and market orientation, which confirms that the constructs 
are sufficiently different to be acceptable as separate entities -- i.e. separate factors. 
According to the results of the analysis, the hypothesis H1 regarding the positive relationship 
of market and design orientation is supported. However, the influence intensity of different 
factors of market orientation on factors of design orientation varies. 
 

 



3.3. Testing H2 

To verify the H2 and check the differences between the two groups of companies (more and 
less DO) related to business success, we applied Levene's Test for Equality of Variances and 
the t-test for independant samples. As the first step, the companies were divided into two 
groups, according to the factors of design orientation towards the median values, and by 
each factor: companies that use design orientation to a larger, or to a lesser extent. Median 
values were used because of the relativelly small sample – it provides a suitable number of 
examinees in both groups. The median values, according to which companies were divided, 
are shown in the following table 3. The company's success was tested on two previously 
determined factors: market success and financial success of the company. Differences 
between groups were tested by t-test for independent samples.  

 
Table 3. Median values for DO. Source: author`s research results 
 

 
DESIGN ORIENTATION FACTORS 
DesCompF     design as competitive advantage  
DesRoleF        role of design  
DesLevF          level of design (implementation)  

 

 

Companies were divided into two groups according to the median values for each factor of 
design orientation. For the factor of design as competitive advantage, there are 65 companies 
with median value >= 4.33 and 47 with median value less than 4.33. For the factor of the 
role of design there are 55 companies with median value >= 3.62 and 57 with median value 
less than 3.62. For the factor of the level of design there are 54 companies with median value 
>= 3.67 and 58 with median value less than 3.67.  

Two factors of business success: market success and financial success were tested with 
Levene's Test for equality of variances and t-test for equality of means according to the 
median values for every the factor of design orientation (table 4).  

Companies with higher and lower factor of design as competitive advantage do not 
statistically significantly differ in the success of the company (neither financial nor 
market). This result can be explaied by the high values that managers from both groups, 
more and less design oriented companies,  gave to design as competitive advantage (mean 
values are higher than 4). Companies with a more prominent role of design are also 
statistically significantly more successful on both aspects of company success  (i.e. 
financial and market success). Companies with a higher level of design implementation 
are statistically significantly more successful in the market, but not in terms of financial 
success; there is no difference between these companies and companies with fewer levels 
of design implementation in this regard.  

 

 DesCompF DesRoleF DesLevF 

N Valid 112 112 112 

Median 4.3333 3.6154 3.6667 



Table 4. Levene's Test  and t-test for DO factors. Independent Samples Test. Source: author 

 

Levene's Test for 
Equality of Variances t-test for Equality of Means 

F Sig. t df Sig. (2-tailed) 

Design as competitive advantage and business success 

Market success 

Equal variances 
assumed .458 .500 .950 110 .344 

Equal variances not 
assumed   .944 96.982 .347 

Financial success 

Equal variances 
assumed .027 .869 1.689 110 .094 

Equal variances not 
assumed   1.714 104.187 .089 

  The level of design and business success 

Market success 

Equal variances 
assumed 1.029 .313 2.841 110 .005 

Equal variances not 
assumed   2.845 109.902 .005 

Financial success 

Equal variances 
assumed 1.371 .244 1.578 110 .117 

Equal variances not 
assumed   1.567 102.056 .120 

 

To conclude, the three DO factors have different impacts on success - design as a competitive 
advantage does not significantly affect the success of the company in the market or its 
financial success, because this factor of design is important for both groups, while the two 
other factors – the role of design in the company and the level of design implementation - are 
proven to be significantly important for success. This means that the hypothesis two has been 
partially supported.  

According to the final results of our research,, the positive relationship between market and 
design orientation of a company has been supported, but design orientation does not have a 
direct impact on business success, which can be understood and logically explained by many 
other relevant factors that influence the business results, (internal as well as external factors 
of business environment – political, macro and micro economic, social and technological, or 
legal).  

 

4. Originality and implications in practice 

Our findings demonstrate the importance of design orientation and its indirect impact on 
market orientation.These findings are especially important for Croatian SMEs which make 
up the majority of its economy. Therefore, in an effort to develop factors that can lead to 

  The role of design and business success 

Market success 

Equal variances 
assumed 5.423 .022 3.170 110 .002 

Equal variances not 
assumed   3.184 105.952 .002 

Financial success 

Equal variances 
assumed .541 .463 3.019 110 .003 

Equal variances not 
assumed   3.024 109.516 .003 



competitive advantage, managers and CEOs should focus not only on individual design 
resources, but also on their integration into different levels of the company. On the basis of 
the final model which was developed as the result of research on the relationship between 
design and market orientation, managers could use different variables of both constructs and 
their influence on each other for the benefit of their companies. The implementation of 
marketing activities from basic marketing communication to marketing strategy has a strong 
impact on the levels of design implementation in the company, while the factor of customer 
orientation is strongly related to the role design plays in the company – from basic design of 
products to design strategy. Marketing managers and  CEOs -- especially in small and 
medium sized companies (who were mostly our respondents as decision-makers concerning 
design) -- their knowledge about design and its potentials, their awareness of design value, 
are of great importance for design implementation and the design orentation of a company 
as a whole. 

 

5. Research limitations. 

The first limitation refers to the size of the sample which was rather small. Although the 
pretesting was run before the final quantitative research was executed, a high proportion of 
the respondents failed to complete the questionnaire. The high drop-out rate can possibly be 
explained by a rather long questionnaire, keeping in mind that the respondents were 
managers or CEOs who lack free time. We should also be aware of the complex nature of the 
subject: different industries, different organisational structures, different environments, and 
different social aspects of design. All these influences should be taken into account before 
results can be generalized. 
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