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EMPIRICAL STUDY OF PUBLIC BUREAUCRATIC AND PRIVATE NON-PROFIT
ORGANIZATIONS AND THE ADOPTION OF A MARKET ORIENTATION

Leslie Tworoger, Nova Southeastern University
Thomas Tworoger, Nova Southeastern University

The purpose of this study was to investigate the relationship between the uses of power bases by leaders of
private non-profit organizations and leaders in a bureaucratic governmental organization and the
adoption of a market orientation by the firm. The study was conducted on a state bureaucracy and the
corresponding newly privatized agency taking over the devolved services. Today, in an attempt to make
government bureaucracies more efficient and economical, there is a major shift in governmental services
to the private non-profit sector (0’Connell, 1996; Rosenthal, 2000; Alexander, 2000). These private
agencies are expected to employ more business-like methods (Alexander, 2000) and be more focused on
their operating environment (Vasquez, Alvarez, and Santos, 2002). This study sought to extend the
existing research on the relationship between the leader and the market orientation of the firm.

INTRODUCTION

In an attempt to make government bureaucracies more
efficient and economical, there a major shift m
governmental services to the private non-profit sector
(OConnell 1996, Rosenthal. 2000; Alexander, 2000).
[his devolution of governmental services 1s “manifested

1S

as a progressive “bumping down’ of responsibility and
risk” and has resulted in the “adoption of busmess-
(Alexander, 2000: 287) such as
focus, accountability, and
competition. These new public managers are directed to
be “entreprencurial and to use mcentives to guide and
enhance the performance of and
(Kaboolian, 1998:190). Government must move from
having “burcaucratic mechanisms to market mechanisms,
from funding mputs to funding outcomes™ (Osborne,
1993: 349).

light of

oriented approaches™

customer meentves,

people systems”

In the demands bemg placed on these
privatized enterprises to be more effective and business-
like. this study investigated the relationship between the
uses of power bases by leaders of private non-profit
organizations and leaders in bureaucratic governmental
organizations and the adoption of a market orientation.
I'his study sought to extend the existing research on the
relationship between the leader’s use of power and the
adoption of “busiess-oriented practices”™ (Alexander,
2000: 287).

Because the leader is central in any effort to reorient
the firm. Barberis. Boyco, and Shleifer (1996) studied
restructuring i pre and post pn\'ull/cd firms in Russia.
[heir findings indicate that managers of pre-privatized
firms were chosen on the basis of how capable they were

Published by FHSU Scholars Repository, 2006

78

at managing the political process. However, the new
private managers are selected for their market oriented
skills (1996). "1deed, Barberis et al. (1996) indicated that
their empirical research demonstrated that “restructuring
requires new people, who have new skills more suitable
to a market economy™ (1996: 788).

Andrews and Dowling also recognized that changing
the leader “profoundly influences performance in the
newly privatized firms” (1998: 614). The new leaders
must have skills and abilities more suitable to an
cconomic rather than a political operating environment
and they further empirical research to
distinguish the behavioral differences between these

cnecourage

leaders.

Vasquez, Alvarez, and Santos (2002) suggest that
market orientation involves not only an orientation to the
customers and donors. but also includes an accompanying
orientation to the environment of the firm. The changes
driven by privatization generally result in improved
performance and from a “production orientation to a
customer orientation” (Cuervo & Villalonga, 2000: 588).
However, little empirical research has been completed on
the variables that influence this  performance.
Privatization ~ drives  structural, — governance,  and
leadership changes. “These changes are cnacted by the
firm’s  management, which also  undergoes —a
transformation as a result of privatization-through related
changes in the firm’s goals, ncentives, and governance
structure, and the replacement  of the prior top
management team itself” (Cuervo & Villalonga, 2000:
583).

Cuervo and Villalonga (2000) point out that change at
the top levels of management is vital to bring about the
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internal changes needed to improve performance. They
further suggest that the “managers in state-owned firms in
general have a different set of skills than their private
counterparts” (2000: 584).

Empirical research by Harris and Ogbonna found that
“participative and supportive leadership styles were
strongly positively linked to market orientation, whilst an
instrumental leadership style was negatively linked to
market orientation” (2001: 757). Indeed this research
confirms clearly that “leadership style is a crnitical
antecedent of market orientation” (2001: 756). Certain
leadership styles create barriers to developing market
orientation, while other styles are “facilitating factors”
(2001: 757). Leaders who provide “supportive and
participative leadership styles™ create the “environment in
which market-oriented culture change may be possible”

(2001: 757). Therefore, having a clear understanding of

leadership styles is essential “to the process of market
orientation development” (2001: 757).

The design of this research sought to illuminate the
relationship between the various power bases of the
leader and the propensity to adopt a market orientation by
the firm. Prior research points to the relationship between
a firm’s adoption of a market orientation and the key
leaders in the firm. (Kaboolian 2000; Andrews &
Dowling 1998; Barberis, N., Boycko, M., Shleifer, A.,
Tsukanova, N. 1996: Aherns, P., Brouthers, K. 2001).
However, at the present time, there 1s very little empirical
research on the leader and the adoption of a market
orientation. Furthermore, it appears that no study has
been conducted on leaders in two distinct organizational
cultures (governmental burcaucracy and private non-
profit) and the propensity to adopt a market orientation.

Background

Leadership 1s an attempt to mfluence the behavior of

the follower (Weber, 1947; French., 1956). French and
Raven (1959) wrote further about leadership and the
power derived from various bases of power. They
identified the five power bases as coercive, expert,
legitimate, referent and reward. In 1970 Raven and
Kruglanski added information power as the sixth power
base.

Hersey. Blanchard. and Natemeyer (1979) articulated
the relationship between leadership and the uses of power
and proposed a seventh power base. connection power.
The goal of their work on power was to integrate “the
concept of power with Situational Leadership by relating
the perception of a leader’s power bases with various
leadership styles™ (418).
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Yukl and Falbe indicated a “two factor taxonomy of
power sources” by expanding on krench and Raven’s
taxonomy of power (1991: 421). Position power includes
legitimate, coercive, and information sources of power
while personal power includes expert, persuasive, and
referent and charisma sources. They further found that
using personal power sources results in commitment
while using position power can result in compliance.
They also found that “personal power is more important
than position power as a source of leader mfluence on
subordinate performance™ (1991: 422).

Tjosvold and Andrews conducted empirical research
on supervisors and employees 1 a heavy equipment
distribution firm and found results that were “consistent
with contingency perspective n that the success of the
leader-influence strategies depends on the relationship
between the manager and the employee”™ (Tjosvold. &
Andrews, 1992: 46). They further found that “when both
leaders and employees are powerful, leaders rely on
collaborative influence”™ (1992: 46). This collaborative
and cooperative environment is 1mportant for the
development  of  “mutual  power employee
empowerment” (1992: 40).

These collaborative and cooperative environments are
examined by Gordon as he reflected on the changing
character of “traditional power relationships™ (2002: 153)
in today’s more dispersed organizational structures where
power is shared and followers are encouraged to be
increasingly participatory. Gordon (2002), furthermore,
recognized the in  these leader follower
relationships; even as leaders empower their followers,
deep within the organizational structure 1s the traditional
notion that a leader has a right to power.

Ha gaard (1997) recognized the deeply embedded
nature of power relationships within organizations that
reside at the structural level. Haugaard continued by
discussing how “relations of domination are sustained by

and

paradox

the social perceptions, or social knowledge. of the

dominated” (2002: 65). Not only 1s power deeply
embedded in relationships and structures. but Flyvbjerg
suggests  that  “power defines physical, economic.
ecological, and social reality itselt™ (1998: 36).

Kohli and Jaworski’s (1990) concept of market

orientation indicated that the leader 1s a key antecedent to
the adoption of a market orentation.
encourage positive attitudes about change and risk and
foster open communication, will help set the stage for
adoption of a market orientation. Empirical rescarch by
Harris and Ogbonna (2001) on leader styles and market
ortentation ndicates  that leadership that
participatory and supportive are closely tied to adoption

Leaders who

Sty les are
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market orientation while more directive or
instrumental styles were determined to be barriers to the
adoption of market orientation.

Research  in market orientation emphasizes  the
positive effects that adopting a marketing orientation has
on an organization’s performance (Narver & Slater, 1990;
Kohli & Jaworski, 1993; Slater & Narver, 1994).
However, most of this research has been conducted on
for-profit firms. Literature on not-for-profit firms does
indicate that the adoption of a market orientation should
improve the performance of the organization (Boardman
& Vining, 1989; Kotler & Andreasen, 1996; Balabanis,
Stables & Phillips, 1997, Caruana, Ramaseshan, &
Ewing, 1998).

of a

RESEARCH QUESTIONS AND HYPOTHESES

Research Question 1. Is there a relationship between
the leader’s  power private  non-profit
organizations and the adoption of a market orientation? It
1s hypothesized that there 1s a relationship between the
leader’s power base and the adoption of a market
orientation and that leaders in private non-profits will use
more personal power bases. Empirical  rescarch by
Harms and Ogbonna analyzed the relationship between
leader styles and the adoption of a market orientation.

base 1n

Indeed, “over 27% of the variation of the measure of

overall market orientation around 1ts mean can be
attributed to varying leadership styles. indicating that
leadership style 1s a key antecedent to market orientation™
(2001: 756).

Research Question 2. Is there a relationship between
a leader’s power base in a public burcaucracy and the
adoption of a market orientation? It 1s hypothesized that
public bureaucracies that have leaders who use position
power are less likely to adopt a market orientation. The
which ncludes  legitimate.
coercive, and information (Yukl &
Falbe.1991), will be an obstacle to the adoption of a
market orientation. In fact, Harris and Ogbonna found
that a “leadership style characterized by leader behavior
geared towards expectation specification, task allocation,

use ol position power,

power  bases

and procedure setting (that 1s an mstrumental lTeadership
style) impedes all aspects of market orientation™ (2001:
755)

Independent  Variables. The seven independent
variables represent Hersey, Blanchard, and Natemeyer’s
(1979) conceptualization of power:

1) Expert Power: The perception that the leader has
relevant education, experience, and expertise.

Published by FHSU Scholars Repository, 2006

2) Information Power: The perceived access to/or
possession of useful information.

3) Referent Power: The perceived attractiveness of
interacting with the leader.

4) Legitimate Power: The perception that it is
appropriate for the leader to make decisions due to
title, role, or position in the organization.

5) Reward Power: The perceived ability to provide
things that people would like to have.

6) Connection Power: The perceived association of the
leader with influential persons or organizations.

7) Coercive Power: The perceived ability to provide
sanctions, punishments or consequences for not
performing.

Dependent Variables. The dependent variable, or
market orientation, “‘requires the integrated, internally
coordinated development of three types of behaviors
which are measured by the Market Orientation Scale™
(Vazquez et al. 2002: 1039):

1) Intelligence Generation: Being mformed about
resource donors. beneficiaries, competitors, and the
general environment.

2) Intelligence Dissemination: The information must
be shared by all collaborators within the firm.

3) Responsiveness: The gathering and dissemination of
information must then provide the bases for the
development and implementation “an overall offer
that satisfies the beneficiaries and resource donors
collectively™ (Vazquez et al., 2002: 1039).

METHODOLOGY

I'he regional leaders of the 14 districts in the State of
Florida’s Department of Children and Families were
surveyed along with five of their executive staff. In
addition. the exccutives and their five executive staff
members in 14 private non-profits who have taken over
devolved services from the Department of Children and
Families were tested. Both groups were given the Power
Perception Profile, a twenty- one question instrument
developed by Hersey. and Natemeyer (1979). Two
versions of the instrument were developed. one for the
Jeader to measure self perceptions of power and one for
the followers to provide feedback on the leader’s uses of
power. In addition, non-metric data such as education and
prior work history was collected.

Market orientation  was  measured
developed by Vazquez. Alvarez and Santos (2002) to
measure market orientation in the non-profit sector. The
survey was given to the same leaders and followers in the

with a scale
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Department of Children and Families and in the
privatized agencies.

Packets containing six sets of the Power Perception
Profile (Hersey and Natemeyer, 1979), Market
Orientation Scale (Vazquez et al. 2002) and demographic
survey were distributed to the 14 district administrators
and 14 private non-profit executives who had taken over
devolved services form the State of Florida. These
leaders had been assembled at a two day statewide
organizational meeting. Time was given on the agenda
for a presentation by this researcher. One hundred and
sixty-eight packets were handed out to the twenty-eight
leaders along with a cover letter and directions. Each
leader was asked to return to their organizations and
complete the surveys themselves and to distribute the
additional surveys to five of their executive staff. Each
individual completing the surveys was given a stamped
return envelope which they used to return the surveys

directly to this researcher. For the purposes of this study,
only the responses from the followers were used to
measure leader power of which there were 73 for a
response rate from followers of 52.1%. A total of one
hundred and thirteen surveys were returned from both the
leaders and followers and one hundred and three were
considered valid for a response rate of 63.1%.

Data Analysis and Results

Data  analysis included  descriptive
statistics, correlation analysis, regression analysis, and
reliability analysis.  SPSS software was used for this
study. Table 1 presents the mean for the
power bases as perceived by the followers. Expert
power had the highest mean score of 12.1918,
standard deviation of 2.82183, while coercive power had
the lowest score of 6.9315 and standard deviation of
2.21941.

techniques

SCOres

Table 1: Descriptive Statistics

N Minimum | Maximum Mean Std. Deviation

Expert 73 4.00 16.00 12.1918 2.82183
Information 73 5.00 13.00 9.8904 1.78389
Referent 73 3.00 13.00 9.2192 2.39934
Legitimate 75 3.00 15.00 10.0000 2.14087
Reward T 4.00 10.00 7.1781 1.83593
Connection 73 2.00 11.00 7.6301 2.111352
Coercive 73 2.00 10.00 6.9315 2.21941
Valid N (hstwise) 13

Table 2 presents the cross tabulation by organizational
type. In  the private non-profit organization, expert
power, information power, and referent power were

Table 2: Power Bases

dominant power bases. Use of

only evident in the bureaucratic

perceived to be the
legitimate power was
organization.

* Organizational Type Crosstabulation

Count Organizational Type
Private Burcaucratic Total
Power Expert 25 22 47
Bases Information 3 0 3
Referent 5 4 9
 egitimate 0 4 14
Total 33 0 73

Table 3 presents results of the mean scores of market
orientation adoption by organizational type. Note that on

every measure of market orientation, the newly privatized
organizations scored the highest.

Table 3: Group Statistics

Organizational Type N Mean Std. Deviation Std. Error Mean
Intelligence Gieneration Private 33 5.5616 96958 16878
Bureaucratic 46 5.1773 _1.00947 14884
Intelligence Dissemination Private 33 53642 |  1.17798 20506
Bureaucratic 46 49674 1.10536 16298 |
Responsiveness Private 33 5.5970 93591 | 16292
Bureaucratic 46 S.2084 1.08233 15958

https://scholars.fhsu.edu/jbl/vol2/iss1/10
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politically motivated, or formalized were found to be
negatively correlated with market orientation. The
authors ~ emphasized that organizations should
encourage  behaviors  such as communication and
internal cooperation while recognizing that market
orientation will not occur without the accompanying
behavior change of the people within the
organization.

These results are also consistent with Rahim and Afza
who found that “the legitimate power base influenced
behavioral compliance (conformity)” (1993: 622). In a

later study Rahim, Kim and Kim found that “the use of

legitimate power by leaders can result in follower
compliance, but it can lead to a reduction in satisfaction”
(1994: 150).

Hypothesis 2.

HO*: There is no relationship between a leader’s
power base in a public bureaucracy and the
adoption of a market orientation. H1%: There is a
relationship between a leader’s power base in a
public bureaucracy and the adoption of a market
orientation. The regression analysis presented in
Table VII below demonstrates that the leaders’ use
of information power and legitimate power
influences the adoption of market orientation in
public  bureaucratic organizations. Information
power B = -.720; t = -2.496; p = .019. Legitimate
power B = .974; t = 2.378; .024. The null
hypothesis 1s rejected.

p -

Table 7: Coefficients(a,b)

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig
1 (Constant) 2.072 8011 233 818
Expert 216 163 558 1.325 196
Information -.590 236 -.720 -2.496 019
Referent 146 156 279 937 357
Legitimate 497 209 974 2.378 024
Reward -.248 256 -.532 -968 342
Connection 176 179 420 983 334
Coercive -.020 190 -041 -.103 918

a. Dependent variable: Avg. market orientation

b. Selecting only cases for which BUREAU = Bureau

The regression analysis demonstrated that the leaders’
use of information power and legitimate power influences
the adoption of a market orientation in bureaucratic
organizations. Therefore, the null hypothesis 1s rejected
and the alternate 1s supported. Information power 1s
inversely correlated with adoption of a market orientation
m a public bureaucracy, while legitimate power 1s
positively correlated with the adoption of a market
orientation in a public bureaucracy.

The results found here are consistent with Peabody’s
research on three public burcaucracies. He found that
“members of all three organizations, particularly welfare
department employees, emphasized legitimacy and
position as important bases of authority™ (1964: 131). He
found that social workers viewed their boss as a “source
of authority” (129) and that authority of competence was
less of a factor. Implications are that followers in public
bureaucracies expect that their leaders will exercise
legitimate power. Flyvbjerg (1998), Hugaard (1997,
2000) and Gordon (2002) recognized that the leader
subordinate power relationship resides very deeply within
the organizational structure and that the leader’s right to

exercise dominating power 1s an accepted  norm.

Published by FHSU Scholars Repository, 2006

Furthermore, as this study mndicates, the followers do not
view 1t an 1mpediment to market orientation.
Information power has an inverse relationship with
market orientation, thus implying that the followers do
not view a lack of information sharing as impeding
marke. orientation. It should be pointed out that on every
measure of market orientation: mtelligence generation,
intelligence dissemination, and responsiveness. the mean
score of the public bureaucracy was lower than that of the

as

private non-profit.

Limitations and Recommendations for Further
Research

Fourteen District Administrators and their followers mn
the Florida Department of Children and Families were
surveyed. Also, 14 leaders and their followers in private
non-profit organizations that arc taking over devolved
services from the Department of Children and Families
were surveyed. Survey results could differ in other states
or if organizations of different sizes are surveyed.
Executive staff, not line staff. was surveyed. Surveying
additional staff, such as social workers in the field. could
result in different findings.

83
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These authors recommend that future research be
conducted in other states where privatization is occurring.
Furthermore, it 1s recommended that similar research be
conducted with organizations of differing sizes and types
that are privatizing. Additionally, conducting this
research with additional staff might prove very helpful in
giving additional insights into the relationship between
the leader and market orientation.

CONCLUSION

The findings indicate that the use of power by the
leader does influence the adoption of a market orientation
in bureaucratic and private non-profit organizations. The
organizations in this study are undergoing restructuring,
which having the private  non-profit
organizations take over devolved services from the public
bureaucracy. Barberis et al. indicated that their empirical
research on privatization demonstrated that “restructuring
requires new people, who have new skills more suitable
to a market economy” (1996: 788). Andrews and
Dowling (1998) also recognized that new leaders must
have skills and abilities more suitable to an economic
rather than a pohitical operating environment. Aherns and
Brouthers even suggest “replacing politically appointed
managers with more efficiency focused managers™ (2001:
393).  Hennessey (1998) pomted out that finding and
hiring  leaders who manage change and develop
supportive environments is crucial if bureaucracies are to
change.

Harris and Ogbonna’s research indicated that leaders
are a “key antecedent to market orientation” (2001: 756)
and that a supportive and participatory environment
“fosters all facets of market orientation™ (2001: 755).
I'hey further endorse assessment and traming of new and

mvolves

current leaders to assist them in achieving the type of

organizational environment that will foster market
orientation. If, in fact, as Haugaard (1997, 2000),
Flyvbjerg (1998) and Gordon (2002) recognized, power
resides in the deep structures of organizations, 1t becomes
even more to change the leader and the
structures that inhibit followers. It 1s necessary to hire
leaders who are comfortable with empowering followers
and who “devise ways of differentiating themselves
without dominating their followers™ (Gordon, 2002: 164).

[t is clear from this study that public burcaucracies are
less market oriented. Fven though the public has been
demanding  that
responsive and market oriented. apparently it 1s a task
that will not be easily accomplished. These organizations
are less focused on the clients, resource donors, and the

necessary

public  burcaucracies  become  more

https://scholars.fhsu.edu/jbl/vol2/iss1/10
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business environment. They are more focused on the
political environment which includes the legislative and
executive branches of government.  Furthermore, it
seems that these behaviors in these organizations are
deeply rooted in the burcaucratic structures which have
been in place for decades.

From this research, it appears that the newly formed
private non-profit organizations in this survey have had
an opportunity to develop not only the necessary
organizational structures but also to recruit executive
leadership that are better equipped to focus on the
operating environment. The new skills, behaviors, and
attitudes brought to the new organizations enable these
groups to focus more clearly on the clients and resource
donors.

If market orientation 1s indeed desirable to make
public bureaucracies more responsive, then, serious
consideration must be given to the central role of the
leadership in that process. Furthermore, forming new
organizations that take over the devolved services
appears o offer the best hope of achieving that market
orientation.
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