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Chapter 1

Introduction

The scope and role of non-profit sector have expanded considerably over the
years in countries across the world. What were once seen as unorganised
efforts for humanitarian and relief works are now widely recognised as im-
portant participants in all spheres of socio-economic development of coun-
tries. It is an undeniable fact that the sector makes a positive and significant
impact on the quality of life of people on social, economic and cultural fronts.
In several countries, grass-roots level developmental works and public health
initiatives cannot be even conceived without active roles for non-profit organ-
izations. These organizations play critical parts as programme partners in
social and development initiatives for both government and business sectors.
The non-profit sector is also a significantly large employment provider in
many countries on account of its expanding size and the spread of its activi-
ties. A dynamic and efficient non-profit sector is therefore an asset to any
country. And for this reason, capacity building and performance improve-
ment of non-profit organizations is a topic of wide social and economic rele-
vance. Positive implications of performance improvement of non-profit or-
ganizations go much beyond the sector. In developing countries, thriving
non-profit sectors assume greater roles in society on various fronts ranging
from development to strengthening of democratisation. Considering the
beneficial impact non-profit sector can have on the well-rounded develop-
ment of societies, it is surprising to note that capacity building or perfor-
mance improvement of this sector has not received due attention, be it in
academic research or in the present mainstream debate on development
challenges of nations. The scenario is particularly disappointing in developing
countries like India.

The non-profit sector has a critically important role to play in India, given
the country's still-unfinished agenda in human development despite some
remarkable progress on macro-economic fronts. According to the UNDP’s
human development report in 2018, India is still in the medium HDI (Human
Development Index) category of countries (UNDP, 2018). Single sector solu-
tions to address the mammoth and complex problems are highly unrealistic
in this scenario. Only concerted efforts from all three sectors: government,
business and non-profit can yield results in countries like India given the size
of its population and diversity in needs. Hence there is a compelling case for
leveraging the resources and organisational dexterity of the non-profit sector
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in meeting the socio-economic development objectives of the country. Herein
lies the importance of professionalization and enhancement of performance
by non-profit organizations. Against this backdrop, inadequate research out-
put in this field in India is glaring. Most published works on Indian non-profit
organizations focus on the activities or projects undertaken by these organi-
zations in their chosen fields of operations, and how these organizations fare
in those activities in terms of social reach and impact. As a result, there is a
growing literature in India on successful models of social solutions and inno-
vations by non-profit organizations. So, for a practitioner in the sector, there
are both anecdotal and research-based accounts on social interventions and
programmes by NPOs and their social impacts.

But very little is available on management philosophies or practices of In-
dian non-profit organizations. How these organizations function, or how
they choose to organise themselves or relate to their environments are not
adequately discussed in literature. This could even be indicative of the low
level of adoption of management techniques in the sector in India, and the
general orientation of the sector which tends to focus more on social im-
pacts of their social programmes rather than the mundane management
and organizational issues. But, the non-profit sector in India is right in the
cusp of next wave of growth and development impelled by the momentum
of general economic prosperity in the country and the ripple effects of in-
creased CSR spending by corporate sector following the mandatory CSR
rules enacted recently. Professional management and organizational prac-
tices in the sector assume great significance in this context of growing need
for scaling up of operations for better operational efficiencies. The non-
profit sector in India needs to develop its own research agenda in Non-
profit Management for meaningful knowledge body of knowledge that re-
flects the realities of the sector in the country.

Among management concepts, marketing seems to have got the least atten-
tion in research possibly because of the general taboo attached to the business-
like practices in the sector as most in the sector ties the raison d’etre for the ex-
istence of non-profit sector to the distinction the sector maintains from com-
mercial, market-dominated ways of the business sector. Though not as volumi-
nous as the mainstream management literature, body of work in non-profit
management available internationally is comparatively richer than the non-
profit literature located in Indian settings. Though transfer of knowledge from
the extant international literature can enrich the research and practice of non-
profit management in India, stark differences in development phase, socio-
economic environments between the sectors in developed world and India do
call for India-specific studies and analyses for better understanding of the func-
tioning of Indian non-profit organisations. As we know, structure, role and work-
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ing of non-profit organizations in a country are almost always the outcomes of
the legal, social, economic and political circumstances prevalent in the country.

India, after more than two decades of liberalisation and globalisation of the
economy, can be likened to a market-economy oriented society. As the clout
of market-economy grows, its influence is sure to percolate into other sectors
of the society like the non-profit. Thus, the general trends in the economy and
the society in India can be considered as more conducive than ever for con-
cepts like market orientation and other management techniques. The non-
profit landscape in India today is similar to what Sheth observed about the US
non-profit sector in the late '80s, i.e., cooperation and competition with the
for-profit sector in an increasingly market-economy oriented society pro-
motes market orientation among non-profit organizations (Sheth, 1989). This
book seeks to analyse the relevance of market-oriented behaviours in Indian
non-profit sector and how market orientation enhances the performance of
organizations in this sector.

True to the nature of the topic it deals with, the book speaks to audiences in
two different disciplines; non-profit sector management and marketing. In the
field of non-profit management, we believe the book contributes to the dis-
course on why and how market orientation enhances the performance of non-
profit organizations operating in typical developing economy environs. This, we
hope, will attract the attention of researchers and practitioners of the field in
India and similar developing countries to the important but relatively unex-
plored area of market orientation as a performance driver in the sector. Though
the prime focus is on the non-profit sector in India, the analyses and discussions
carry wider relevance extending to a global audience as it presents the dynamics
of the non-profit sector from a typical developing economy standpoint. As it
stands, the field of non-profit management and non-profit marketing literature
is largely dominated by western narratives set in the developed world.

Another area of potential contribution of the book is enriching the market
orientation literature. Market orientation, the central theme of the book, is
primarily a business philosophy and hence the material presented in the
book is of relevance to the marketing discipline. The analysis and the proposi-
tions on market orientation and its impact on the performance of organiza-
tions helps extend the discussion on the validity of market orientation in not-
for-profit environment by reviewing the concept in a developing economy
context. The topic needs further exploration in Indian settings since there are
research gaps and inconsistent findings as the review and analysis of litera-
ture reveals in the subsequent chapters of this book. We seek to address these
gaps and present logical arguments based on an extensive review of literature
to synthesise a conceptual portrait of how market-oriented behaviours of
non-profit organizations can lead to organizational performance. The sys-
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tematic review presented on the topic can be a good source of theoretical and
empirical works to those looking for academic material in the field.

Why is it important to understand and analyse the impact of market orien-
tation which is essentially a business philosophy on the performance of or-
ganizations inhabiting the non-profit world in a country where gaps in de-
mand-supply of services of public nature are so huge that an organisation can
legitimately hope to be effective if it gets its act together in marshalling re-
sources for operations? Should market orientation even be a consideration in
such environments where competition in the traditional sense of the term is
hardly considered to be a significant factor? Moreover, most organisations in
India work in domains where free services to the beneficiaries are the norm
and therefore, can market orientation improve performance of an organiza-
tion so significantly as to offset the costs involved in its pursuit? These are
some hard questions and the rest of the book is an attempt to answer these
questions. The book is divided into nine chapters, each focusing on separate
issues or dimensions relevant to the market orientation-organizational per-
formance link in Indian non-profit sector.

To begin, the rest of this chapter is devoted to discussing the existence of
non-profit organisations as an independent sector, separate from the gov-
ernment and corporate sectors. It is important to understand the reasons for
the emergence of non-profit organizations and the organizational character-
istics of these organizations to appreciate the choices they make as organiza-
tions, and the challenges they face in pursuing their choices such as market
orientation. The chapter also presents a brief overview of market orientation,
the central focus of this book, in order to orient the readers to the relevance of
this concept in Indian non-profit sector and to highlight why it merits aca-
demic deliberations from a performance improvement angle.

Why non-profit organizations?

Non-profit sector accounts for a considerable percentage of national GDP in
many countries. Also, it is a substantially big provider of employment. A vibrant
non-profit sector can extend the reach of the government in fields of develop-
ment, and propose alternative models of development especially when the
mechanism for constructive debate on national policies are absent, thus justify-
ing the label of Third Sector (Defourny, 2001). Influence of non-profit sector
extend beyond the traditional domains of public service to even business sector
and th elevated role of non-profit sector as a de-facto regulator of business is
widely recognised among scholars in business (Prahalad & Brugmann, 2007).
This role of the non-profit sector is likely to gain more significance in the light of
the current trend of deregulation policies of governments. At the same time,
cross-sector partnerships are also on the rise as several business organizations
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have started looking at non-profit organizations as potential partners in their
social responsibility initiatives, marking a clear deviation from the confronta-
tional relationship between corporate and non-profit sectors.

The non-profit sector generally emerges to fill the void in public services
created by government and/or market failure (Weisbrod, 1975). Market failure
occurs when private sector firms fail to cater to the demand for goods or ser-
vices in any market. Market failure in public goods and services is a common
occurrence as the for-profit business sector is invariably led by profit motives
and therefore its resources are channelled strictly to profitable avenues. This
often leaves a gap in the supply of certain public or collective services where
returns are nil or low. Therefore, such demands in most societies are serviced
entirely by governments. Shelter and care for homeless people is an example
of one such service. But government action can also fail in satisfactorily meet-
ing the required service levels owing to some inherent inadequacies in gov-
ernment machinery such as bureaucracy or resource constraints. Diversity in
needs of different sections of society is another challenge faced by govern-
ments in effectively meeting the demands for public goods and services. Gov-
ernment action is often designed for majority groups, leaving many sections
of the population under-serviced or unsatisfied with the existing services
provided by the government. Non-profit sector plays a constructive role in
this context by providing services to these marginalised or neglected sections,
making valuable contribution towards ensuring a stable society.

Non-profit organizations are generally understood as those entities whose or-
ganisational objectives are not profit-related. This ‘not for profit’ nature of or-
ganisational objectives is the common feature of almost all approaches to defin-
ing non-profit organizations. The fundamental difference between for-profit
and non-profit organizations is this dissimilarity in objectives. For-profit organi-
zations operating across various industrial or service sectors share the common
goal of profit making. Non-profit organizations operating in different sub-
sectors have social objectives related to their fields of social activity. Though this
does not imply that financial considerations are completely absent from deci-
sions in the non-profit sector, financial matters are important only to the extent
that they support mission-oriented or beneficiary-related activities.

Advantages of non-profit organizations over other forms of organizations in
social sector stem from its unique features such as organisational flexibility,
capacity to use private initiative, smaller scale, grass-root existence which
connects them closely to people, and the ability to contribute to social capital
(Salamon, Anheier, List, Toepler, & Sokolowski, 1999). These factors make the
non-profit sector better positioned than governments in delivering quality
services in many social and economic spheres, even though governments too
do not carry the baggage of profit concerns. Non-profit organizations, mostly
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