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THE MARKET SENSING CAPABILITY: MEASURE DEVELOPMENT AND VALIDATION  

 

ABSTRACT 

This paper validates a scale to measure an important concept in the marketing strategy literature: the 

Market Sensing Capability (MSC). First we define the concept and its domain, proposing a four 

dimensional construct including: information acquisition, dissemination, interpretation and storage-

retrieval based on Huber (1981) and Day (1994b; 2011). Then we develop and validate a multi-item 

measure for it using standard psychometric techniques and confirmatory factor analysis. MSC has been 

suggested as a dynamic capability focused on marketplace monitoring and sense making that may help 

explain sustained superior performance (DAY, 1994a; 2013; EISENHARDT and MARTIN, 2000; 

KINDSTRÖM, KOWALKOWSKI and SANDBERG, 2013; LI and LIU, 2014). The development of 

valid measures of unobservable and complex constructs is key for research in organizations and 

marketing (see for example ROZZETT and DEMO, 2010), and particularly for testing resource-based 

and organizational learning driven models.  

 

RESUMEN 

Este paper valida una escala para medir un concepto muy importante en la literature de marketing 

estratégico: la capacidad de sentir al mercado (MSC). Primero se define el concepto y su ámbito y se 

propone un constructo multidimensional que incluye procesos de: adquisición, diseminación, 

interpretación y almacenaje-recuperación de información basado en Huber (1981) y Day (1994b y 

2011). Después se valida un instrumento multi-item para medirlo usando técnicas psicométricas y el 

modelamiento factorial confirmatorio. La MSC es una capacidad dinámica enfocada en monitorear y 

hacer sentido del Mercado y sus tendencias y que puede explicar el desempeño superior sostenido de 

las empresas (DAY, 2013; EISENHARDT and MARTIN, 2000; KINDSTRÖM, KOWALKOWSKI 

and SANDBERG, 2013; LI and LIU, 2014). El desarrollo de medidas válidas para constructos 

complejos e inobservables directamente es clave para la investigación en organizaciones y marketing 

(ver por ejemplo ROZZETT y DEMO, 2010), y particularmente para testear modelos basados en 

recursos y en aprendizaje organizacional.  
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THE MARKET SENSING CAPABILITY CONCEPT: MEASURE DEVELOPMENT AND 

VALIDATION USING CONFIRMATORY FACTOR ANALYSIS 

 

INTRODUCTION 

 

Strategy and marketing theories make use of unobservable and abstract constructs in order to explain 

complex real phenomena. In particular, recent developments in strategic thinking following the RBV 

approach and evolutionary theories characterizes firms as heterogeneous rent-seeking bundles of 

resources, aiming their strategies at obtaining superior performance in the form of economic rents 

(WERNERFELT, 1984; BARNEY, KETCHEN and WRIGHT 2011; DAY, 1994a; DAY 2011; 

WANG and AHMED, 2007). Ambrosini and Bowman (2009) in their literature review of the topic 

suggest that dynamic capabilities are basically organizational processes in the most general sense and 

that their role is to change the firm´s existing resource base. A major challenge for empirical research 

following the RBV approach is the difficulty to validly and reliably measure unobservable resources 

like intangible assets and firm capabilities.  

This paper wants to contribute to the resources based view and capability literature by 

developing and validating a measure of market-sensing capability. Several authors have provided 

definitions and measures of this construct (DAY, 1994a, 2013; EISENHARDT and MARTIN, 2000; 

AMBROSINI and BOWMAN, 2009). Most of them though, present difficulties in terms of length of 

the questionnaires used, lack of internal, construct and discriminant validity, particularly by mixing it 

with related constructs like market orientation itself, innovation capability, adaptive capability, among 

others. A key criteria to provide a valid and usable measure of market-sensing capability is to get 

enough evidence of separation and discriminant validity from constructs like market orientation that are 

expected to be theoretically linked to market-sensing capability. The lack of independence would 

suggest anomalities and measurement problems in the market-sensing capability scale or the market 

orientation scale, and testing relations between those two and further constructs would be complex and 

statistically untestable. 
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Resource Based and Dynamic Capabilities theories. The role of intangibles as key drivers of 

Superior Performance 

 

The resource-based theory of the firm suggests that positive abnormal returns are the reflection of 

economic rents to unique and specialized resource combinations, rather than market power (BARNEY, 

KETCHEN and WRIGHT, 2011). Firms' sustainable competitive advantages and superior performance 

are determined, then, by the possession of valuable, rare, and imperfectly imitable resources and that 

require organizational processes to operate. Intangible assets and capabilities are the kinds of resources 

that are more likely to have those characteristics (KOZLENKOVA, SAMAHA and PARMATIER 

2013), generate competitive advantage and then drive superior performance (BRITO and BRITO, 

2012). 

 Capabilities are complex and intangible bundles of individual skills, input factors, assets and 

accumulated knowledge exercised through organizational processes or routines. The latter enable firms 

to coordinate activities and make use of their other resources (DAY, 1994a). As Day (1994a) suggests, 

capabilities are "the glue that brings the assets together and enables them to be deployed 

advantageously (p. 38)."  Some examples of assets are: the location of a firm, the scale of the 

manufacturing facility, the availability of assembly lines, and brand names. Some examples of 

capabilities are: the ability to manage supplier relationship, service delivery skills, logistics abilities 

and engineering and technical skills.  

Strategy researchers following an evolutionary perspective emphasize the role of dynamic 

capabilities, those particular firm resources that allow learning, improvement, company renewal, 

innovation and sustained superior performance over longer periods of time (BARRETO, 2010; 

WINTER, 2003; LAZONICK and PRENCIPE, 2005). Dynamic capabilities are key to change resource 

bases and must have patterns and must be repeatable (AMBROSINI and BOWMAN, 2009). 

These strategic thinkers agree with organizational theorists that highlight the role of learning as 

a key driver of organizational change (COHEN and LEVINTHAL, 1990) and with marketing scholars 

that emphasize the role of market orientation and market-based learning as a major driver of firm 

competitiveness and success (DAY, 2011; DAY and SCHOEMAKER, 2005). Day (1994a) for 

example suggests that market-driven organizations are more likely to possess superior market-sensing, 

technology-monitoring, and customer-linking capabilities, which can all be key for maintaining and 

enhancing competitive positions. Therefore, the most recent developments in strategic thinking 

regarding the origins of firm success have placed a key role to dynamic capabilities linked to 

environmental scanning and market-based sensing and learning. 
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 This paper focuses on a particular dynamic capability: the market-sensing capability, and its 

measurement.  

 

Market-sensing capability: Definition and Measurement 

 

A firm’s market sensing capability is the firm’s capacity to accumulate knowledge from the market 

(i.e., customers, competitors, and technologies), interpret it, and accumulate it in the form of 

knowledge in an accessible organizational memory (HUBER, 1991; SINKULA, 1994; DAY 1994b, 

2011; COHEN and LEVINTHAL, 1990; ZAHRA and GEORGE 2002).  This definition of market 

sensing capability is more comprehensive than Day’s (1994a). In fact, it can be considered to be a 

combination of market sensing and technology monitoring. Another label for this capability is 

“absorptive capacity” (COHEN and LEVINTHAL, 1990; WANG and AHMED, 2007). However, 

Cohen and Levinthal’s (1990) absorptive capacity is exclusively focused on technological aspects. 

Wang and Ahmed (2007) suggest that dynamic capabilities have three components: adaptive capability, 

absorptive capability and innovative capability. Olavarrieta and Friedmann (1999, 2008) take a similar 

perspective but they suggest that these are three different types of dynamic capabilities, consistent with 

the marketing and innovation literature and with a later revision on the issue (AMBROSIN and 

BOWMAN, 2009). 

 Therefore, market sensing, understood in a broader sense than the original conceptualization of 

Day (1994a), may better represent the content domain of the construct (DAY 2011). 

 Different methods have been used to attempt to measure learning or market-sensing 

capabilities: input-based, process-based, or outcome-based measures. Input-based measures include 

indicators such as: R&D investments, market research investments, relative size of the market research 

department, etc. Outcome-based measures, on the other hand, may be: patents filed by a company or 

new product introductions. Process-based measures, instead, are based on activities and behaviors 

necessary to achieve and process new knowledge. This paper suggests that a process-based measure is 

better than an outcome-based measure, because it allows to separate the activities and the consequences 

of a learning process. Also, input-based and output-based measures tend to be limited in nature and can 

be considered only as “proxies” of a firm’s market-sensing capability. These measures tend not to 

capture the entire domain of the construct. Therefore, a process-based (or activities-based) measure is 

developed including the different organizational information-processing and sense-making activities 

suggested in the literature. In particular, the measures account for the firm’s efforts in information 
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acquisition, information distribution, information interpretation, and information storage and retrieval 

(HUBER, 1991; SINKULA, 1994; DAY; 1994b). 

 

 

METHOD 

 

The development and validation of the proposed measure of MSC was performed in a two-stage 

procedure using key informant (marketing vicepresidents and CEOs) of Chilean publicly traded 

companies. Details of the methodology are presented below. 

 

Sample and Key Informants 

 

The unit of analysis in the study is the firm or organization, but key informants (CEOs (14%) and 

Marketing Vice-presidents (61%), mainly) were used to assess their firm’s market orientation. The 

sample was selected from the population of firms belonging to the Chilean Production and 

Development Association, an organization that congregates and represents business enterprises in 

Chile. Firms were selected in order to represent both the services and manufacturing sectors, 

concentrating on medium and large companies openly traded in the stock market and/or publicly 

owned, and/or subsidiaries of this type of firms. 

 The survey procedure led to the administration of 317 questionnaires, receiving responses from 

116 firms, with a response rate of: 36.6% (Total surveys returned/ Total relevant surveys sent out = 116 

/ 317). Given that three questionnaires turned out to be unusable due to missing data on key constructs, 

the effective response rate of the study was: 36% (113/314). This response rate is comparable to similar 

studies that have used top level key-informants (e.g. MOORMAN, 1995 (31%)).  

 Given the presence of non-response, a key area of concern is the existence of non-response bias, 

i.e., respondents are different than non respondents. In order to assess non-response bias, we followed 

Armstrong and Overton’s (1977) recommendations, and divided the sample into first-wave (75% of the 

sample) and second-wave respondents (25% of the sample) and the average responses of the two 

groups were compared in order to detect differences. A MANOVA test of the means of the variables of 

interest in this study was performed, and a non significant difference between the two groups was 

found (Wilk’s Lambda=.004, F= 5.743, p=.322), suggesting the absence of relevant non-response bias 

in the data. 
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 The characteristics of the sample indicate that it is representative of a broad mix of Chilean 

companies in terms of industries, size, and international influence. Additionally, the firms in the sample 

represent over 25% of all the companies publicly traded in the Chilean market, which adds confidence 

regarding the external validity of the study.  

 

Translation and Back-Translation 

 

Because the questionnaire was originally developed in English and the sample included Spanish-

speaking key informants, different procedures were used in order to assure the meaning equivalence of 

the translated questionnaire (HUI and TRIANDIS, 1985). The questionnaire was translated into 

Spanish by the author, a bilingual business graduate student familiar with the literature and with the 

business environment where the questionnaire was going to be applied. The translated questionnaire 

was then checked sequentially by other two bilingual persons that also know the Chilean business 

environment, who made the necessary corrections. Finally, the questionnaire was translated back into 

English by a professional English-Spanish translator. As expected, given that the questionnaire was 

developed by a bilingual person, and the several checks performed, the back-translated questionnaire 

(see Appendix 1) was very similar to the original English version, ensuring the measurement 

equivalence of the instrument. 

 

FINAL SCALE PURIFICATION AND ASSESSMENT OF RELIABILITY AND VALIDITY 

 

After the administration of the survey questionnaire to the sample of key informants, the measures 

included in the data collection instrument underwent further measure validation procedures, following 

Churchill (1979) and Gerbing and Anderson (1988) guidelines (see Table 1). These procedures 

included dimensionality and reliability checks and confirmatory factor analysis for convergent and 

discriminant validity.  

INSERT TABLE 1 

 The validity of a measurement scale can be defined as “the extent to which differences in scores 

on it reflect true differences among individuals on the characteristic we seek to measure rather than 

constant or random errors” (PETER, 1981). In this sense, validity can also be described as the property 

of a scale to be measuring what it was purported to measure (PETER, 1981). A measure is said to be 

valid if it reflects the true score of the traits or characteristics being measured, lacking random and 

systematic error. However, since true scores can never been established, but only inferred, the 
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assessment of the validity of measures is a complex process. Different procedures have been suggested 

in order to asses the validity of a measurement scale. A necessary --but not sufficient-- condition is that 

the measures need to be reliable, so that the scores obtained for a trait can be comparable through 

different measurement occasions, or that can be compared across different subjects or organizations, 

without the biases introduced by random error. A second procedure involves the assessment of the 

convergent and discriminant validity of the measures (PETER, 1981; ANDERSON and GERBING, 

1988). These procedures are discussed in more detail below. 

 

Dimensionality and Reliability of the Constructs 

 

The first necessary condition for a valid measure is that it must be reliable. Reliability is defined as “the 

degree to which measures are free from error and therefore yield consistent results” (PETER, 1979, p. 

6). Several methods have been suggested in order to assess the reliability of measurement scales, 

including test-retest, split-halves, alternative forms, and internal consistency. Internal consistency 

reliability indexes, and particularly Cronbach’s coefficient alpha, is the most commonly used method in 

marketing and business disciplines in general, and is the method selected in this study. 

 Nevertheless, Anderson and Gerbing (1988) have suggested that before estimating the 

reliability of measures, a desired characteristic of measures of a construct that needs to be assessed is 

its unidimensionality. This refers to the existence of a single trait (or construct) underlying a set of 

measures. Unidimensionality is a desired characteristic because it facilitates the meaningful 

interpretation of constructs and relationships among constructs. In order to assess the dimensionality of 

the scales, we used three different procedures: item-to-total correlations, exploratory factor analysis, 

and confirmatory factor analysis. Item-to-total correlations, although widely used in the development of 

scales, sometimes fail to recognize sets of indicators that represent different but correlated constructs. 

Exploratory factor analysis (EFA), another popular technique, can be particularly useful to examine the 

set of measures associated with constructs that are hypothesized to be multidimensional, with a 

hierarchical factorial structure, and to aid in the process of identifying ill-fitting items and purification 

of the measures. Additionally, confirmatory factor analysis (CFA) can be used to confirm the 

hypothesized factorial structures of measures. 

 After assessing the dimensionality of the constructs, reliability scores using the internal 

consistency Cronbach’s alpha index were calculated for the measures of each of the constructs 

(PETER, 1979).  
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Convergent and Discriminant Validity 

 

The validity of a measure can only be inferred from several tests or checks that can provide support for 

the argument of scale validity. The computation of reliability indexes is one of those checks. Other 

procedures that are normally suggested involve the assessment of content validity and the assessment 

of convergent and discriminant validity. Content validity, in this study, is supported by the depth of the 

literature search used to define the domain of the constructs and to identify potential measures, in 

addition to the pretesting that was employed. 

 Convergent and discriminant validity are two major key aspects of construct validity. 

Convergent validity refers to the congruence --high correlation-- of the different measures or items in a 

scale when measuring a construct. Following Anderson and Gerbing’s suggestions (1988), convergent 

validity can be assessed in a CFA setting from the measurement model by determining whether each of 

the indicator’s estimated pattern coefficients on its posited underlying construct factor is significant 

(i.e., greater than two times its standard error).  

 Discriminant validity refers to the property of a measure of a construct that separates it from 

related but different constructs. This characteristic is necessary to avoid confusion and facilitate 

interpretation of relationships between constructs. Discriminant validity was assessed by comparing the 

fit of an unconstrained measurement model and a constrained measurement model, fixing the 

correlations between each pair of constructs at a time to 1.0, and performing a chi-square difference 

test. If no significant differences in fit are observed, then that can be considered to be evidence against 

the discriminant validity of the measures of a pair of constructs. 

 

MEASURE VALIDATION RESULTS 

 

This section presents the results of the validation procedures for each of the constructs included in the 

model. 

 Market-sensing capability. As discussed earlier, the market-sensing capability of an 

organization was conceptualized as a four-dimensional higher order construct having the following 

dimensions: information acquisition activities, information dissemination activities, information 

interpretation activities, and information storage (HUBER, 1991; SINKULA, 1994; DAY 1994a, 

1994b). The original questionnaire (after the pre-test purification) included 18 measures.  In order to 

assess the dimensionality of the construct, an EFA was performed. The EFA indicated the presence of 5 

factors with eigenvalues larger than 1, however, the smaller two eigenvalues were marginally over the 
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cutoff point of 1. All the measures of the different dimensions loaded together as expected, except for 

the measures of information dissemination activities that loaded on the two factors with the smallest 

eigenvalues.  

 An examination of the items showed that the reversed items in the information dissemination 

scale loaded together on a separate factor. Therefore, an exploratory factor analysis constrained to a 4-

factor solution was thought to be reasonable to account for the variance in the data. After eliminating 

one of the items (i.e., IDd) in the information dissemination scale, because of its low loadings and low 

item-to-total correlation (.25), the 4-factor solution explained 59.6% of the variance, and the items 

loaded, in general, on the hypothesized factors. 

 In order to further test the dimensionality, reliability and convergent validity of the remaining 

measures, a second-order factor model was estimated using LISREL (see Figure 1). The final 

measurement model for market-sensing capability included 11 of the original 18 measures. In Table 2, 

the results of this model are presented, including the standardized estimates of the factor loadings, the t-

values, and fit indices. All the factor loadings are positive and statistically significant, providing 

evidence in favor of the convergent validity of the measures of each of the dimensions (ANDERSON 

and GERBING 1988). The fit indices show a good fit of the model with the data (χ2(39)= 53.5, 

p=0.061, RMR=0.044, GFI=0.92, CFI=0.98, NNFI=0.98; BENTLER 1990). This measurement model 

includes the correlation between items IDb and IDc, reflecting the reversed nature of both items. The 

inclusion of this correlation was justified on theoretical and statistical grounds, as the chi-square 

difference test between the two model specifications was highly significant (χ2(1)= 21.59, p<0.001). 

INSERT FIGURE 1, TABLE 2 

 The modified model was then compared with a first order CFA model, with all 11 items loading 

onto a single factor. The one-factor CFA model for the market-sensing capability revealed a poor fit 

with the data (χ2(44)=200.75, p=0.0, RMR=0.093, GFI=0.76, CFI=0.75). The difference chi-square test 

between the two models was highly significant (χ2(5)= 147.25, p<0.001), thereby providing further 

support for the second-order factor conceptualization of the market sensing capability. Cronbach’s 

alpha coefficients were then computed for each of the first order factors or dimensions of the market-

sensing capability: 0.80 for information acquisition activities, 0.67 for information dissemination 

activities, 0.86 for information interpretation activities, and 0.82 for information storage. All of the 

scales scored reliability coefficients close to or larger than Nunnally’s guideline of 0.70 (NUNNALLY, 

1978). One explanation for the lower reliability coefficient of the scale for information dissemination 
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activities (0.67) might be the inclusion of two reversed items.  In general, however, the computed alpha 

coefficients provide support for the internal consistency and validity of the measures. 

 

 

DISCUSSION AND CONCLUSION 

 

Market sensing capability is a key dynamic capability of firms as suggested by Day and many other 

marketing scholars that may explain superior performance as most the market orientation literature 

suggests (DAY, 1994a, 2011, 2013; SLATER and NARVER 1995; DAY and SHOEMAKER, 2005). 

However market sensing capability can be considered only one of several dynamic capabilities, and 

therefore should be conceptualized and measured differently from adaptive capabilities or innovation 

capabilities. Additionally MSC should be defined as a combination of complex processes or routines, 

as the dynamic capabilities literature suggest. This article provides a delimited definition and 

conceptualization of market sensing capabilities, offering a reliable and valid 11-items measure, with 

four dimensions: information acquisition, information dissemination, information interpretation and 

information storage. In this sense, it makes a contribution to the marketing and strategy literature, in 

particular to the resource-based approaches by providing a relevant measurement instrument for the 

market sensing capability. This contribution also helps the development of strategy and marketing 

research in Latin America, following similar efforts like Ospina and Perez (2013) or Rozzett and Demo 

(2010). 

Future research in marketing strategy, market innovation, marketing value generation, brand equity and 

other strategic marketing issues may use this valid measure and conceptualization. The specific 

measurement of dynamic capabilities and complex firm resources is key to understanding causal 

mechanisms underlying the resource-based view of the firm (OLAVARRIETA and FRIEDMANN 

2008; DAY 2011, 2013) and can provide important insights for the development of this theoretical 

approach. 
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Appendix 1 – Final measurement model for market sensing capability 
 

Item English version Spanish version 
Information Acquisition 
 
Iaa In our business we extensively explore and try to 

understand our customer and channel partners.  
Nuestra empresa busca en forma intensiva el 
conocer y comprender a nuestros clientes, 
proveedores y distribuidores. 

Iab In our firm we continuously monitor the market 
for changes in customer needs, competitors, and 
technologies. 

En nuestra firma monitoreamos el mercado 
continuamente para descubrir cambios en las 
necesidades de los clientes, en los competidores y 
en las tecnologías. 

Iad Our firm is often involved in partnerships and/or 
strategic alliance that help it achieve new 
knowledge.  

Nuestra empresa participa regularmente en 
sociedades o alianzas estratégicas que facilitan la 
obtención de nuevo conocimiento. 

Information Dissemination 
 
Ida In our firm, the information that is gathered by 

our Market Research or Studies Departments is 
properly transmitted throughout the organization. 

La información recopilada por nuestro 
departamento de investigación de mercados y/o de 
estudios es diseminada a través de la organización. 

Idb Sharing information and experiences within and 
between departments is very uncommon in our 
organization. 

En nuestra organización, el intercambiar o 
compartir información y experiencias tanto entre 
departamentos como dentro de ellos es poco 
frecuente. 

Idc  Our internal communication systems are very 
ineffective, show and bureaucratic. 

Nuestros sistemas de comunicación interna son muy 
poco efectivos, lentos y burocráticos. 

Information Interpretation 
 
Iia Market information (about customers, 

competitors, technologies, and channel members) 
is discussed in interdepartmental meetings in 
order to agree on its meaning and likely 
consequences for the firm. 

La información acerca del Mercado (clientes, 
competidores, tecnologías, proveedores y 
distribuidores) es discutida en reuniones 
interdepartamentales para alcanzar un significado 
común e identificar sus potenciales consecuencias 
para la empresa.  

Iic Our firm generally builds alignment of corporate 
visions across different levels and functions. 

En nuestra empresa generalmente buscamos aunar 
la visión corporativa de las distintas funciones y 
niveles organizacionales.  

Iid Common interpretations about the meaning and 
consequences of important pieces of market 
information are communicated throughout the 
organization. 

Cuando concordamos acerca del significado y de las 
consecuencias de segmentos importantes de 
información del mercado, estas interpretaciones son 
comunicadas a través de la organización. 

Information Storage  

Isa Our organization holds records of its history and 
the history of its products, including: product 
introductions, strategies followed, successes and 
failures. 

Nuestra empresa mantiene registros de su historia y 
de la historia de sus productos, incluyendo: la 
introducción de productos, las estrategias 
empleadas, y los éxitos y fracasos. 

Isc Our firm records its competitive lessons and 
experiences so that they are available and can be 
used in future decision-making process. 

Nuestra empresa mantiene un archivo de las 
experiencias competitivas pasadas de modo que se 
encuentren disponibles para consulta en futuras 
decisiones.  

Note: The measurement scale was seven-point Likert (from strongly disagree to strongly agree). 
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Table 1 - Reliability and confirmatory factor analysis results of the pre-test 
 

 Reliability Analysis Confirmatory Factor Analysis 
 

Scale Initial 
Items 

Pre 
Test 
Final 
Items 

Alpha Chi 
Square 

Df P RMR GFI CFI 

Market-Sensing Capability 
(Higher-order factor model 
with 4 dimensions) 

   182.3 148 .029 .096 .75 .93 
 

Information Acquisition 8 5 .84       
Information Distribution 8 5 .77       

Information Interpretation 6 4 .91       
Information Storage 9 4 .91       

 
 
Figure 1 - Final hierarchical second order confirmatory factor model of market sensing capability 
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Table 2 - Final study results of second-order confirmatory factor analysis for market sensing 
capability 
 
 
Item 

 
Standardized 
Solution 

 
T-value* 

 
Cronbach’s 
Alpha 
 

    
Information Acquisition .80a  8.09 .80 

Iaa .89 F  
Iab .89 11.52  
Iad .57 6.51  

Information Dissemination .99ª 8.70 .67 
Ida .77 F  
IDb(r) .46 4.45  
IDc(r) .45 4.39  

Information Interpretation .88ª 8.76 .86 
Iia .77 9.34  
Iic .86 F  
Iid .84 10.40  

Information Storage .68ª 6.39 .82 
Isa .87 F  
Isc .85 7.92  

Fit Indices    
χ2 (39) = 53.5 (p=0.061)     
GFI = 0.92    
CFI = 0.98    
RMSR = 0.044    
NNFI = 0.97    
    

a= Paths from the second-order factor --Market sensing capability-- and the first order factors 
f= Fixed parameter for scaling purposes 
r= reversed items 
*All paths significant at p< 0.05 

 

Table 3 - Chi-square difference tests for assessing discriminant validity 
 
Model χ2 df ∆χ2a df p-value 
Base (unconstrained) model 269.60 161 - - - 
Innovativeness - Market Orientation 287.16 162 17.56 1 0.000 
Innovativeness - Market Sensing Capability 285.53 162 15.93 1 0.000 
Imitation Capability - Market Orientation 283.62 162 14.02 1 0.000 
Imitation Capability - Market Sensing Capability 284.61 162 15.01 1 0.000 
Market Orientation - Market Sensing Capability 277.70 162 8.10 1 0.000 
      
a All chi-square difference tests between the base model and the models constraining the correlation among pairs of 
constructs to 1 (df=1). All tests are not significant, supporting the discriminant validity of the measures. 
 


