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Abstract

This paper develops a conceptual framework for an intended study which will examine the relationship between
market orientation and entrepreneurial orientation on the firm performance. Previous study has shown that market
orientation and entrepreneurial orientation is directly related to organizational performance. However, another
studies indicate that the significance of the relationship between variables must be mediated by other variables. Some
authors argue that environmental dynamics play a important role in the achievement of the firm performance.
Therefore, this article try to fills a gap that exists on the relationship between market orientation and entrepreneurial
orientation on the firm performance. In developing framework, we integrate strategic flexibility as a variables which
mediates that relationship. This paper provide recommendations for entrepreneurs of how their market orientation
and entrepreneurial orientation related with firm performance through strategic flexibility. The limitations and
implications are discussed.
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1. Introduction

In the dynamic environment, organizations are regularly called upon to adapt to environmental change.
Consequently, it cause a firm must be developed a greater competitive advantage compared with competitiors. Day
(1994) state that the a firm will be able to anticipate from the conditions encountered can expect to gain a
competitive advantage in the long run and earn superior profits. Improvement strategies compete to achieve superior
performance has to do with changing the behavior in the conduct of the competition. Therefore, understanding the
role of market orientation and entrepreneurial orientation represents a key objective for both business interests, in
their efforts to face the dynamic environment (Gima and Anthony Ko., 2001; Benito, et al., 2009; Pinto, 2009).

Market orientation is focuses the current and future needs of the customer, increase the level of intelligence in
the organization and make the organization for the responsiveness (Kohli and Jaworski, 1990). From the cultural
perspectives, market orientation contains three major components: (1) customer orientation, the continuous
understanding of the needs of both the current and potential target customers and the use of that knowledge for creating
customer value; (2) competitor orientation, the continuous understanding of the capabilities and strategies of the
principal current and potential alternative satisfiers of the target customers and the use of such knowledge in creating
superior customer value; and (3) interfunctional coordination, the coordination of all functions in the business in
utilizing customer and other market information to create superior value for customers (Narver and Slater, 1990).

In recent years, study of the market orientation and entrepreneurial orientation has became an interesting topic
from scholar by any author. Previous studies have shown that market orientation and entrepreneurial orientation is
positively related on organizational performance (Benito, et al,. 2009). From replication study, some researchers has
found that market orientation is directly related on organizational performance (see. Narver and Slater, 1990; Kohli
and Jaworski, 1993; Greenley, 1995; Kumar et al., 2002; Matsuno et al., 2002; Morris et al., 2002; Tse et al., 2003;
Sin, et al. 2005; Amirkhani and Fard, 2009; Mahmoud, 2011). However, other studies showed different results and
the relationship of them is not very clear (Lado and Olivares 2001). Qu et al., (2005) stated that although some
studies have found, but there is a presumption that market orientation does not always have a positive impact on
performance. Several recent articles suggest that the relationship between market orientation and performance is
affected by various factors, such as market conditions, changes in technology (Kohli and Jaworski, 1993, Greenley
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1995). Other researchers found that market orientation will be affect on performance with mediated by specific
variables. With mediated by strategic flexibility, Johnson et al., (2003); Javalgi et al. (2005); Combe (2012), shown
the indirect effect of market orientation to the performance of the organizations.

An entrepreneurial orientation refers to the processes, practices, and decision-making activities that lead to
new entry (Lumpkin and Dess, 1996). The key dimensions that characterize an entrepreneurial orientation include a
propensity to act autonomously, a willingness to innovate and take risks, and a tendency to be aggressive toward
competitors and proactive relative to marketplace opportunities. Entrepreneurial orientation is the degree of the
phenomenon of companies that demonstrate a process, practice and decision-making activities that will lead the
company to become a leader in the newly entered the business (Kroeger, 2007). Business oriented organizations will
enchance the entrepreneurial orientation behavior in the form innovative, willing to take risks and always trying to
produce new products through proactive behavior in order to capture market opportuniy (Covin and Slevin, 1991;
Wiklund and Sheperd, 2005).

Pursuing new opportunities in an innovative, risk-taking and proactive manner is closely related to the
concept of entrepreneurial orientation. In the study literature, entrepreneurial orientation has become a very
important component and specifically used as research material by some researchers (Wiklund, 1999). Generally, the
findings from previous study shows that entrepreneurial orientation has significantly impact on the organizational
performance (Covin and Slevin, 1991; Smart and Conant, 1994; Loss and Coulthard, 2006; Naldi, et al,. 2007; Li, et
al., 2009). Nonetheless, some researchers (such. Covin and Slevin, 1991; Lumpkin and Dess, 1996; Weaver, et al.,
1998; Mason, 2006; Kraus, et al., 2012) assume that the complexity of the environmental factors play a role against
the strength of the relationship between entrepreneurial orientation and performance. Hence, the relationship between
entrepreneurial orientation and performance can be mediated by other variables. Consistent with that argument,
Some researchers (such, Wiklund, 1999; Li, et al., 2011; Yu, 2012; Arief, et al., 2012) offers the strategic flexibility
as a variables that can mediate the relationship between entrepreneurial orientation on the performance. They argue
that the environment will lead to a firm must be flexible in crafting a strategy that will be used. Thus, strategic
flexibility will be lead by a firm to adapt with environmental changes through continous improvement (Yu, 2012).

With this paper, we attempt to contribute additional empirical evidence that clarifies the relationship among market
orientation and entrepreneurial orientation on organizational performance. We argue that the difference findings from
the several studies of the above led to the emergence of the gap can be traced further. Furthermore, some authors
argue that the relationship between market orientation (Homburg, 2004; Narver and Slater, 1990) and entrepreneurial
orientation (Wiklund and Sheperd, 2005; Yu, 2012) may be more complex and the impact caused cannot be viewed
in a simple manner. This issue has led researchers to recognise the convenience of expanding research to different
scopes (Cervera, et al., 2001). By integrating strategic flexibility, this article tries to link the new chain of
consequences brought about by market orientation and entrepreneurial orientation in organizational performance.

2. Theoretical Background : Market Orientation and Entrepreneurial Orientation
2.1 Market Orientation

Market orientation reflects the firm’s propensity to adopt the marketing concept (Baker and Sinkula, 2009).
As a central element for marketing phylosophy, market orientation will determine an organization sustainable
competitive advantage (Kumar, ef al., 2011). The marketing concept states that if a business is to achieve profitability
and/or satisfy its objectives, the entire organization must be oriented towards satisfying consumer needs, wants, and
aspirations (Blankson and Cheng, 2005). At this stage, market orientation derives from the application of the
marketing concept.Therefore, the market orientation constructs is widely used as the basis for the development of
modern marketing concepts and are often used as subjects of research (Grinstein, 2008). Market orientation related to
abilities and actions taken by the company in the study of customers, competitors and members of the group to be
based on the existing market trends at the moment (Day, 1994). Thus, market orientation will involve capability that
are owned by a firm respond to changes in market needs through the introduction of new products and services (Hoa,
et al., 2010; Adis and Jublee, 2010), and a firm’s ability to demonstrate an innovative behavior (Han, et al., 1998;
Schlosser and McNaughton, 2004).

Market orientation describes a firm's orientation toward the promotion and support for the collection, dissemination,
and responsiveness to market intelligence to serve customer needs (Kohli and Jaworski 1990). From other
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perspectives, Narver and Slater (1990) states that the market orientation is the process of creating superior value and
increasing performance. That explanation implies that the basic concept of this market orientation is to satisfy the
customer needs and requirements for the improvement of business performance. Narver and Slater (1990) explains
that market orientation consists of three behavior components, i.e., customer orientation, competitor orientation, and
interfunctional coordination. Furthermore explained that there are two criteria for decisions on market orientation,
that longer-term focus and profitability. In some empirical studies that have been conducted, the long-term focus and
profitability is considered as a measure of corporate performance.

Customer Orientation

Narver and Slater (1990) define customer orientation as the sufficient understanding of one's target buyers to be able
to create superior value for them continuously. This definition provides an understanding that customer orientation
includes the overall activity which conducted to meet the needs and desires. With such understanding, a firm must
provide information on the products offered and the extent to which the product is able to meet the needs and wants
of customers. Customer orientation requires the company to gather information about a customer, and understanding
the whole value chain customer (Day and Wensley, 1988).

Competitor Orientation

Competitor orientation refers to a timely and accurate understanding of the firm’s current and future competitors
(Narver and Slater 1990). Some researchers state that the customer orientation will put customers as a part of the
organization, so that, this component is considered to be a very important factor of concept market orientation
implementation (Deshpandey and Farley, 1998). Based on Narver and Slater perspective, other researchers argue that
the competitor orientation focuses on the strengths and weaknesses that are owned by competitors (Deshpande, et al.,
1993). Competitors orientation will lead an organizations can serve customers better than the competition (Zhang and
Bruning, 2007).

Interfunctional coordination

Interfunctional coordination the company's resource utilization is coordinated in order to create superior value for
customers target (Narver and Slater, 1990). Interfunctional coordination allows searches for ideas that will be
streamed to the rest of the organization through an increase in the company's ability to produce new products.
Furthermore, Narver and Slater (1990) explains that the coordination function will be run effectively if each
Department in the company is able to provide a fast response from any changes.

The Study Literature Of Market Orientation

NO Authors Research Variable Finding

1. Narver and Slater Competitor orientation, There is a relationship between market

(1990) Customer orientation, orientation and performance on high growth, low
Interfunctional competition environment that will weaken the low
coordination growth rates and high competition market.

2. Kohli and The generation of market | Market orientation is related to top management
Jawroski Intelligence, Intelligence | emphasis on the orientation, risk aversion of top
(1990) dissemination, managers, interdepartmental conflict and

Responsiveness to connectedness, centralization, and reward system
market intelligence orientation.
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3. Ruekert (1992) Customer focus, A positive relationship exists between market
Competitor focus, orientation and performance, although market
Market intelligence, orientation varies across business units of a single
Marketing strategic organization.
4. Day (1994) Firm capability , A firm'’s MO and marketing capabilities may
Competitive advantage interact to enable the firm to align its resource
deployments with its market —environment better
than its rivals
5. Kumar, et al., Market Orientation, The orientation of the market influence positively
(2002) Long-Term Focus, on the performance of the organizations that
Differentiation Strategy, | implement a strategy of differentiation of the
Low-Cost Strategy organizations that implement leadership
strategies price
6. Liu, Luo and Shi Market orientation, Organizations with higher level of market
(2003) Learning Orientation, orientation tend to be more learning-oriented,
Entrepreneurship, emphasize more on entrepreneurship, and be able
Organizational to achieve higher level of organizational
performance performance, than those with a lower level of
market orientation
7. Greenley, Hooley, | Marketing Capabilities, Marketing capabilities and assets are both
Rudd (2005) Assets, Superior different and similar among executives with a
customer value market focus in their msops, and those with other
msops.
8. Sin, Tse, Heung | Market orientation, Market orientation is positively and significantly
and Yim (2005) Business performance related to the performance of marketing and
financial performance.
9. Morgan, Vorhies Market Orientation, Market orientation and marketing capabilities are
and Mason (2009) | Marketing capabilities , complementary assets that contribute to superior
Firm Performance firm performance
10. | Grinstein (2008) Customer orientation, This study found that there is a relationship
Innovation between market orientation and innovation
consequence,
Competitor orientation
11. | Zhou, Chao and Intelligence Generation The results of the study provide some new insights
Huang (2009) (IG), Interdepartmental on what managers in non-profit organizations
Information (NPOs) can do in implementing marketing
Dissemination (ID), strategies to improve organizational effectiveness
Intelligence through a greater emphasis on MO
Responsiveness (IR)
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12. | Kumar, Market Orientation, Market orientation has a positive effect on
Venkatesan, and Technological business performance in both the short and the
Leone (2011) Turbulence, Market long run.

Turbulence, Competitive
Intensity, Industry
Growth, Business

performance
13. | Raju, Lonial and Organizational Structure, | These studies generally show a positive link
Crum (2011) Organizational Culture, between MO and organizational performance.
Market Orientation, This paper examines MO specifically in the
Performance context of small and medium sized enterprises

(SMEs).

2.2 Entrepreneurial Orientation

Basically, the concept of entrepreneurship is not a new field in business ventures. It's just that, some of the
authors had previously use different terms in the explain conception of entrepreneurship. For example, Mintzberg
(1973) wrote about entrepreneurial firms, referring to them as “entrepreneurial organizations” in the case of former.
Miller and Freisen (1982; pp.1 — 2) describes 'entrepreneurial' firms may try to obtain a competitive advantage by
routinely making dramatic innovations and taking the concomitant risks. Miller (1983; pp. 3) describes an
entrepreneurial firm is one that engages in product-market innovation, undertakes somewhat risky ventures, and is
first to come up with "proactive" innovations, beating competitors to the punch.

In the development, some of the further authors explained entrepreneurship concept operationalizations to describe
levels that exist in the organization. They call it entrepreneurial orientation. Covin and Slevin (1989) defines an
entrepreneurial orientation as the processes, structures, and behaviors of firms that are characterized by
innovativeness, proactiveness, and risk taking. The third dimension of the entrepreneurial orientation have been
studied extensively and widely accepted, for example, Quince (2003); Galeti¢ and Milovanovi¢ (2004); Avlonitis and
Salavou, (2007); Naldi, et al., (2007); Kropp, et al., (2008); Okpara (2009); Xaba and Malindi (2010).

Innovativeness

Schumpeter (1942, cited in Krauss, 2012) was one of the first to point out the importance of innovation in the
entrepreneurial process. Furthermore, this author also suggest that innovations typically represent an improvement in
terms of product or process utility and as a result create greater buyer interest and overall economic activity. In the
context of entrepreneurship, innovation is the key for managers to explore existing opportunities (Miller, 1983;
Wiklund and Sheperd, 2005) and to gain a competitive advantage (Day and Wensley, 1988; Knight, 1997).
Innovativeness reflects a tendency to support new ideas, novelty, experimentation, and creative processes, thereby
departing from established practices and technologies (Lumpkin and Dess, 1996). Enhance innovativeness is
important factor for a firm to survival and create business growth (Hurley and Hult, 1998; Hitt, et al., 2001). Based
on the above explanation, we argue that innovativeness refers a firm ability to show a creative behavior related with
the effort to solve the problem and for the long term to gain a competitive advantage. This includes the new product
development, new processes and used the technology for supporting firm performance.

Proactiveness

Proactiveness may be crucial to an entrepreneurial orientation because it suggests a forward-looking perspective that
is ac-companied by innovative or new-venturing activity (Lumpkin and Dess, 1996). Proactiveness refers to
processes aimed at anticipating and acting on future needs by "seeking new oppor-tunities which may or may not be
related to the present line of operations, introduction of new products and brands ahead of competition,
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strategi-cally eliminating operations which are in the mature or declining stages of life cycle" (Lumpkin and Dess,
1996). In addition, this author suggest that proactiveness was the most important factor for determine of
entrepreneurial orientation. A firm with strong proactiveness will be able to shaping the environment by anticipating
and pursuing new opportunites so they can create a competitive advantage.

Risk Taking

Miller and Friesen (1978; 923) defined risk taking as “rates the degree to which managers are willing to make large
and risky resource commitments-i.e. those which have a reasonable chance of costly failure”. Furthermore, Davis,
et al., (1991; 44) state that the risk-taking dimension involves the willingness of management to commit significant
resources to opportunities having a reasonable chance of costly failure. In short, entrepreneurial firms tend to
develop creative and innovative projects in anticipation of the opportunities in the environment and to beat
competitors’ actions, and their expectations of reward involve significant but calculated risks (Benito, et al., 2009).
Entrepreneur tend to take risks, even though it restricted the type of low-risk, not extreme risks. Even so,
entrepreneur believe that risk taking able to improve the search an opportunities so that the impact on business
growth.

The Study Literature Of Entrepreneurial Orientation

NO Authors Research Variables Findings
1. Covin and Innovativeness, Risk The study proposed model of antecedents and
Slevin (1991) taking, Proactiveness, consequences of entrepreneurial orientations as
performance well as variables that moderate the relationship
between entrepreneurial orientation towards
performance.

2. Lumpkin and Autonomy, In his studies, the authors use alternative models

Dess (1996) Innovativeness, Risk (the impact of moderation, mediation) from
taking, Proactiveness, entrepreneurial orientation in order to test the
Competitive relationship between entrepreneurial orientation
aggressiveness with respect to the company's performance.

3. Wiklund (1999) | EO, Performance, The study indicate that there is a positive
Environmental relationship between EO and performance.
dynamism, Capital
availability

4. Quince (2003) Innovativeness, This paper explores the extent to which differences
Pro-activeness, in motives, intentions and personal objectives held
Risk-taking, Firm by entrepreneurs were reflected in organisational
performance behaviour relating to the dimensions of EO.

5. Galeti¢ and EO, Performance There is a positive relationship between the
Milovanovi¢ dimensions of entrepreneurial orientation on
(2004) performance on hotels in Croatia, with the

performance criteria are sales growth, cash flow
and net profit.
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6. | Wiklund and EO, Access to capital,

EO positively influences small business

Shepherd (2005) | Environmental performance,relying solely on this main effect
dynamism, Performance | relationship provides an incomplete understanding
of small business performance.
7. Loss and EO, Performance Entrepreneurial dimension ; innovation and
Coulthard autonomy were not prominent as in past studies,
(2006) suggesting quality solution to enhance performance

outcomes were less important in the current

paradigm.

8. Naldi, et al.
(2007)

Innovativeness, Risk
taking, Proactiveness,

Firm performance

Taking risks is an important dimension in the EO in
the company of his family and this dimension is

positively related to the proactive and innovative.

9. Hui Li, et al.
(2009)

EO, Knowledge creation
process, Firm

performance

The results of the study indicate that
entrepreneurial orientation positively correlated
with company performance and knowledge creation
processes mediate this relationship.

10. | Okpara (2009) EO, Performance

Results of the study showed that companies can
adopt entrepreneurial orientation proactively so as

to generate superior performance

11. Martens et al. Innovativeness,
(2010) Risk-taking,
Proactiveness,

Autonomy , Competitive

aggression

1t is generally found that entrepreneurial
orientation characterized through several
dimensions that exist and not all companies will use

the entrepreneurial orientation are the same.

12. | Simon et al.,
(2011)

Sales growth, EO,

Commitment to

Objectives

The research found that EO and commitment to

objectives enhanced sales growth.

3. The Relationship Between Market Orientation And Entrepreneurial Orientation on Organizational

Performance Through Strategic Flexibility

From previous empirical studies showed that the direct effect between market orientation (see. Narver and Slater,
1990; Kohli and Jaworski, 1993; Greenley, 1995) and entrepreneurial orientation (see. Covin and Slevin, 1991;
Smart and Conant, 1994; Loss and Coulthard, 2006; Naldi, et al,. 2007; Li, et al., 2009) gives rise to consequences
on organizational performance. The outcome of some research can be described in Figure 1. Nevertheless, when the
influence of market orientation and entrepreneurial orientation was made into a model, then the direct influence
became less meaningful. Some authors (such, Wiklund and Sheperd, 1995; Johnson ef al., 2003; Yu, 2012) assume
that turbulence on the environment will cause the influence brought about by market orientation and entrepreneurial
orientation in organizational performance are becoming increasingly complex.
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Figure 1. Direct Effects of Market Orientation and Entrepreneurial Orientation on organizational performance

Market

Orientation

Organizational

Performance

Entrepreneurial

Orientation

Studies conducted by Barrett and Weinstein (1998) states that market-oriented company will push to make the
identification of market awareness, organizational flexibility, strategic vision and trying to understand the external
environment as a critical component in shaping the company's ability. With the changes that occur at the subcriber,
then the organization’s flexibility will allow to provide quick reaction. Organization that are in dynamic environment
should demonstrate the strategic flexibility to counter the power of environmental change (Sushil, 2005; Matthyssens,
et al., 2005; Supara, et al., 2007). Johnson, et al., (2003) stated that strategic flexibility is rarely discussed in the
literature marketing mainly deals with strategic importance lingking the activities of the market. To bridge the gap in
the literature, Johnson et al., (2003) proposed a conceptual model, which they think is appropriately called the
strategic flexibility of the market focused. The proposed model, rooted in the theory of ability, choice theory, and the
view of resource-based companies. The model shows how the market orientation of the firm relating to strategic
flexibility and how this relationship is mediated by environmental turbulence.

In the context of entreprencurship, Okpara (2009) explains that one of the characteristics inherent in it is the
flexibility in taking a decision. The flexibility that exists on the organization caused due to the limitations of
traditional societies, so that the organization can not adapt to the environment that is always changing. The flexibility
that is owned by an organization is a very important component in the face of environmental changes (Ferreira, et al.,
2007). Implicitly, some idea of the organization's strategy on the flexibility shown in the process of implementation
of marketing activities, since the conception of marketing organizations demanding to be able to meet the needs of
customers who are always subjected to change (Combe, 2012). To achieve this, it organizations need strategic
decision-making in the choice and application of flexible strategy is indispensable in conditions like this. Studies
conducted by Hill (2001) pointed out that in carrying out marketing activities, entrepreneurial need to have a flexible
organization, so as to devise strategies that are able to adapt and adjust to changes in the environment. Within the
theoretical perspective, entrepreneurial orientation which consists of behaviors that are innovative and dare to take
risks, require organizations to demonstrate flexible behaviour (Simon, et al,. 2011).

4. Model Development

In developing a conception of the relationship between entrepreneurial orientation and market orientation to
business performance, variable strategic flexibility can be used as variables of mediation. The use of the strategic
flexibility as variables that mediate the relationship between entrepreneurial orientation and market orientation and
business performance based on the explanation given by some of the researchers in advance, where a component of
the environmental factors that will affect the performance of organizations, such Covin and Slevin (1991); Lumpkin
and Dess (1996); Sushil (2005); Matthyssens, ef al., (2005); Voola and Muthaly (2005); Zhang (2005); Mason (2006);
Ferreira, et al., (2007); Supara, et al., (2007); Kraus, et al., (2012); Yu (2012); Arief, et al., (2012). In particular,
strategic flexibility will be mediate the relationship between entrepreneurial orientation and market orientation based
on the study conducted by Shimizu and Hitt (2004).

Implicitly, some form of strategic flexibility related to the concept of marketing and market orientation
(Gylling, et al., 2012). The implementation of the concept of marketing assumes that the company should make
changes to maintain and meet the needs of customers (Combe and Greenley, 2004). market orientation emphasised
on the company's efforts to always put the customer as the primary purpose. Customer needs are always changing, so
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a market-oriented company will undertake the collection of market information in a more systematic way, filled with
calculation and more anticipatory attitude compared to competitor (Day, 1994).

The development of the relationship between market orientation and strategic flexibility carried out by
Johnson et al. (2003). In his study, Johnson, et al. (2003) showed a integrative model that explicitly illustrates
strategic flexibility mediation focused on the market within the framework of marketing strategies. The use of the
concept of flexibility on market strategy of the focused to demonstrate the company's ability to rapidly make changes
directly and specify the return form strategies that will be applied, in particular with the products and markets that
will be served (Johnson et al., 2003, p. 74).

Figure 2. Proposed Direct and Indirect Effects of Market Orientation and Entrepreneurial Orientation on
organizational performance

Strategic Organizational

Entrepreneurial

Strategic flexibility described about the company's ability to perform allocation and reconfiguration of
resources belonging to cope with environmental change (Sanchez, 1995). Furthermore, Li, et al,. (2011) explained
the statement issued by arguing that the strategic flexibility may be able to serve as mediation of the relationship
between entrepreneurial orientation and performance. The role of strategic flexibility as mediators of the relationship
between entrepreneurial orientation and business performance relates to the decision-making is done by the Manager,
the ability to manage risks, and ability to communicate that can motivate employees in an effort to find problem
solving (Matthyssens, et al., 2005).

The conception of strategic flexibility places emphasis on understanding the organization of the psychological
aspects of the organization that may pose obstacles to produce optimum performance and objectivity of the managers
in the organization's commitment to improve. Understanding of the psychological and objectivity is particularly
troubled by the high uncertainty of the environment in which the organization conducts operational activity. With a
very uncertain environment, then the Organization will have a little market information that would have an impact on
the achievement of performance. To cope with an uncertain environment, organizations can enhance attention
(attention), valuation (assessment) and action (action). Based on that explanation, the basic model of the relationship
between market orientation and entrepreneurial orientation in organizational performance can be described as
follows.

5. Conclusion

Previous research suggests a relationship between market orientation and entrepreneurial orientation on
organizational performance, such Narver and Slater (1990); Kohli and Jaworski (1990); Wiklund (1999); Covin and
Slevin (1991). Even so, some of the last article suggested that the positive relationship between market orientation
and performance is affected also by a variety of factors, such as market conditions, changes in technology (Kohli and
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Jaworski, 1993, Greenley, 1995). While the replication of the study that was done (see. Wiklund and Shepherd
(2005); Frank, Kessler and Fink (2010), shows that entrepreneurial orientation will have the relationship positively
on performance if a dynamic environment combined with ease of access in the financial and capital gain when a
stable environment combined with the difficulty of accessing financial capital.

From some previous studies, both market orientation and entrepreneurial orientation will be positively
associated if mediated by specific variables. Explicitly, some researchers such as Covin and Slevin (1991); Lumpkin
and Dess (1996); Sushil (2005); Matthyssens, et al., (2005); Voola and Muthaly (2005); Zhang (2005); Mason (2006);
Ferreira, et al., (2007); Supara, et al., (2007); Kraus, er al.,, (2012); Li, et al, 2011; Yu (2012), provide
recommendations that the significance of the relationship between entrepreneurial orientation and market orientation
of the performance can be achieved through the mediation of the variable strategic flexibility.

Following our discussion of the relationship between market orientation and entrepreneurial orientation on
organizational performance, we argue that the organization must enhance the flexible behavior in determine a
strategy. As a consequence, organizations can follow the dynamic environment, will eventually affect the
performance of the organization as a whole. The dimensions on the market orientation and entrepreneurial
orientation provide the basis for the organization in determining the flexible behavior to compose a strategy. Such a
strategy further provides the foundation for a sustainable competitive advantage

Based upon the preceding discussion, we offer the following research propositions :

P1 : Market orientation related indirectly to the organization performance through the mediation of
the strategic flexibility.

P2 . Entrepreneurial orientation related indirectly to the organization performance through the
mediation of the strategic flexibility.

Studies conducted by Shimizu and Hitt (2004) used as the operational framework of the strategic flexibility
that mediate the relationship between entrepreneurial orientation and market orientation on organizational
performance. From the study, strategic flexibility is measured from the level of attention, Assessment and Action. The
development of this framework based off some arguing the concept that can support the statement that the
relationship between entrepreneurial orientation and market orientation on performance can be mediated by the
variable strategic flexibility. Although the dynamic environmental factors can also affect the relationship between
entrepreneurial orientation and market orientation with the performance (such, Kohli and Jaworski, 1993, Greenley,
1995), but at this articles environmental factors not included in the development of the framework. Our rationale is
that statement put forth by Johnson et al., (2003) that the strategic flexibility is rarely discussed in the literature
marketing mainly deals with strategic importance linking the activities of the market. Whereas in so doing marketing,
entrepreneurial activities need to have a flexible organization, so as to devise strategies that are able to adapt and
adjust to changes in the environment (Hill, 2001).

Even though the conception of the relationship between entrepreneurial orientation and market orientation on
organizational performance has can be developed, but this article has a number of limitations. Firstly, previous
studies indicate that environmental factors play a role in moderating the relationship between variables. On the other
hand, environmental factors are not included as a component that can develop the relationships between variables.
Therefore, in future research can be developed further the role of environmental factors that can moderate the
relationship between entrepreneurial orientation and market orientation with the performance. Secondly, Framework
strategic flexibility described by Shimizu and Hitt (2004) aimed at the large scale companies. Large scale companies
which are used as a basis in the arguments put forward are likely to have the staying power of influence of the
environment and are relatively stable. Therefore, in future research, this framework can be proven by taking the unit
of analysis on a SMEs. Thirdly, although this propositions is persuasive, there is as yet no empirical evidence to
support it. We know little about the interactive effect of market orientation and entrepreneurial orientation on
organizational performance, an important competence variable in turbulent environments.

References

Adis, Azaze — Azizi Abdul, Evelyn Jublee. (2010). Market Orientation and new product performance: The mediating
role of product advantage. African Journal of Marketing Management, Vol. 2(5). Pp. 91-100.

145



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Py
Vol.5,No.9, 2013 IsTe

Arief, Mohammad, Armanu Thoyib, Achmad Sudiro and Fatchur Rohman. (2012). The Role of Entrepreneurial
Orientation on the Firm Performance Through Strategic Flexibility ; A Conceptual Approach. International
Journal of Business and Behavioral Sciences. Vol. 3 (3). pp. 60 — 68.

Avlonitis, George J., Helen E. Salavou. (2007). Entrepreneurial orientation of SMEs, product innovativeness, and
performance, Journal of Business Research, 60. pp.566—575.

Loss, Justin Adrian Anthony, Max Coulthard. (2006). Can Entreprenurial Orientation Improve Firm Performance In
An Environment Where Price Domantes Quality?, Monash University Bussines and Economics, Working
Paper.

Amirkhani, Amirhossein, Rasool Sanavi Fard. (2009). The Effect of Market Orientation on Business Performance
of the Companies Designing and Manufacturing Clean Rooms, American Journal of Applied Sciences. 6 (7).
pp.1373-1379.

Baker, William E., James M. Sinkula. (2009). The Complementary Effects of Market Orientation and Entrepreneurial
Orientation on Profitability in Small Businesses. Journal of Small Business Management. 47(4). pp. 443-464.

Barrett, H., Weinstein, A. (1998). The Effect of Market orientation and Organizational Flexibility on Corporate
Entrepreneurship. Entrepreneurship Theory and Practice 23 (1).

Benito, Oscar Gonzélez, Javier Gonzélez-Benito, Pablo A. Mufioz-Gallego. (2009). Role of entrepreneurship and
market orientation in firms' success. European Journal of Marketing, Vol. 43 Iss: 3 pp. 500 — 522.

Blankson, Charles, Julian Ming-Sung Cheng. (2005). Have small businesses adopted the market orientation concept?
The case of small businesses in Michigan, Journal of Business & Industrial Marketing. Volume 20 (6), pp.
317-330.

Cervera, Amparo, Alejandro Mollaa, Manuel Sanchez. (2001) Antecedents and consequences of market orientation in
public organisations. European Journal of Marketing, Vol. 35 (11/12). pp. 1259-1286.

Combe, I.A., Greenley, G.E. (2004). Capabilities For Strategic Flexibility: A Cognitive Content Framework.
European Journal of Marketing, Vol. 38 (11/12), pp. 1456-80.

Combe, Ian. (2012). Marketing And Flexibility, Debates Past, Present And Future. European Journal of Marketing.
Vol. 46 (10), pp. 1257-1267.

Coulthard, Max. (2007). The Role Of Entrepreneurial Orientation On Firm Performance And Potential InfluenceOf
Relational Dynamism. Monash University Bussines and Economics, Working Paper.

Covin and Slevin. (1991). A Conceptual Model of Entrepreneurship As Firm Behavior, Baylor University.

Davis, Duane, Michael Morris and Jeff Allen. (1991). Perceived Environmental Turbulence and Its Effect on
Selected Entrepreneurship, Marketing, and Organizational Characteristics in Industrial Firms, Journal of the
Academy of Marketing Science, Vol. 19 (1), pages 43-51.

Day, George. S., Wensley, R. (1988). Assessing advantage: a framework for diagnosing competitive superiority,
Journal of marketing, 52 (2), 1-20.

Day, George. S. (1994). The Capabilities Of Market — Driven Organizations. Journal Of Marketing. Vol. 58. pp. 37 —
52.

Deshpandé, Rohit., John U. Farley, Webster, F.E. (1993). Corporate Culture, Customer Orientation, and
Innovativeness in Japanese Firms: A Quadrad Analysis, Journal of Marketing, Vol. 57, pp. 23-37.

Deshpande, Rohit, John U. Farley. (1998). Measuring Market Orientation: Generalization and Synthesis. Journal
of Market Focused Management, 2, pp. 213-232.

Ferreira, Jo™ao, Susana Azevedo. (2007). Entrepreneurial Orientation as a main Resource and Capability on Small
Firm’s Growth, MPRA Paper No. 5682, posted 09. November 2007.

Frank, Kessler and Fink. (2010). Entrepreneurial Orientation And Business Performance ; A Replication Study,
Bidding Strategies Entrepreneurial Orientation, Jel-Classification: M13, April 2010.

Galeti¢ Fran, Bojan Mori¢ Milovanovié. (2004). Linking Entrepreneurial Orientation With The Performance Of

146



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Py
Vol.5,No.9, 2013 IsTe

Croatian Hotel Industry, Faculty of Economics and Business, Working Paper.

Gima, Kwaku Atuahene, Anthony Ko. (2001). An Empirical Investigation of the Effect of Market Orientation and
Entrepreneurship Orientation Alignment on Product Innovation. Organization Science. Vol. 12, (1). pp. 54-74.

Greenley, Gordon. (1995). Market Orientation And Company Performance : Empirical Evidence From UK
Companies. British Journal Of Management. Vol. 6.

Greenley, Gordon E. Graham J. Hooley, John M. Rudd. (2005). Market orientation in a multiple stakeholder
orientation context: implications for marketing capabilities and assets. Journal of Business Research. 58, pp.
1483— 1494.

Grinstein, Amir. (2008). The Effect Of Market Orientation And Its Components On Innovation Consequences : A
Meta-Analysis, J.of the Acad. Mark. Sci. Vol. 36, pp. 166—173.

Gylling, Catharina, Richard Elliott, Marja Toivonen. (2012). Co-creation Of Meaning As A Prerequisite For
Market-Focused Strategic Flexibility. European Journal of Marketing. Vol. 46 (10), pp. 1283-1301.

Han, J. K., Kim, N., Srivastava, R. (1998). Market Orientation And Organisational Performance: Is Innovation A
Missing Link?, Journal of Marketing, Vol. 62, (4), pp. 30-35.

Hill, Jimmy. (2001). A Multidimensional Study Of The Key Determinants Of Effective SME Marketing Activity:
Part 1, International Journal of Entrepreneurial Behaviour & Research, Vol. 7 (5).

Hoa, Shu-Hsun, Jyh-Jeng Wub, Y. Chen. (2010). Influence of Corporate Governance and Market Orientation on New
Product Preannouncement: Evidence from Taiwan’s Electronics Industry, Asia Pacific Management Review.
15(1), pp. 1-14.

Homburg, Christian, Harley Krohmer, John P. Workman Jr. (2004). A Strategy Implementation Perspective Of
Market Orientation, Journal of Business Research. 57, pp. 1331-1340.

Hurley, R.F. and G.T.M. Hult. (1998). Innovation, market orientation, and organizational learning: an integration and
empirical examination, Journal of Marketing, 62 (3), pp.42-54.

Javalgi, Rajshekhar (Raj) G., Thomas W. Whipple, Amit K. Ghosh, Robert B. Young. (2005). Market Orientation,
Strategic Flexibility, And Performance: Implications For Services Providers, Journal of Services Marketing,
Vol. 19 Iss: 4 pp. 212 — 221.

Johnson, Jean L., Ruby Pui-Wan Lee, Amit Saini, Bianca Grohmann. (2003). Market-Focused Strategic Flexibility:
Conceptual Advances and an Integrative Model, Journal of the Academy of Marketing Science; 31; 74.

Keh, Hean Tat, Thi Tuyet Mai Nguyen, Hwei Ping Ping Ng. (2007). The Effects Of Entrepreneurial Orientation And
Marketing Information On The Performance Of SMEs, Journal of Business Venturing. Vol. 22, pp. 592-611.

Knight, Gary A. (1997). Cross-Cultural Reliability And Validity Of A Scale To Measure Firm Entrepreneurial
Orientation, Journal of Business Venturing. Vol. 12, pp. 213-225.

Kohli, Ajay K., Bernard J. Jaworski. (1990). Market Orientation: The Construct, Research Proposition and
Managerial Implication, The Journal of Marketing, Vol. 54 (2). pp. 1-18.

Kohli, Ajay K., Bernard J. Jaworski. (1993). Market Orientation : Antecedents And Consequences, Journal Of
Marketing. Vol. 57 (3), pp. 53.

Kohli, Ajay K., Bernard J. Jaworski and Arvind Sahay. (2000). Market-Driven Versus Driving Markets, Journal of
the Academy of Marketing Science. Vol. 28 (45).

Kraus, Sascha, J. P. Coen Rigtering, Mathew Hughes, Vincent Hosman. (2012). Entrepreneurial Orientation And The
Business Performance Of SMEs: A Quantitative Study From The Netherlands, Rev Manag Sci. Vol. 6, pp.
161-182.

Kroeger, James W. (2007). Firm Performance As A Function Of Entrepreneurial Orientation And Strategic
Planning ractices, Doctor Of Business Administration at the Cleveland State University.

Kropp, Lindsay and Shoham. (2008). Entrepreneurial Orientation And International Entrepreneurial Business
Venture Startup, International Journal of Entrepreneurial Behaviour and Research. Vol. 14 (2), pp.102-117.

147



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Py
Vol.5,No.9, 2013 IsTe

Kumar, Kamalesh, Ph.D, Ram Subramanian Ph.D., Karen Strandholm Ph.D. (2002). Market Orientation And
Performance : Does Organizational Strategy Matter?, Journal of Applied Business Research. Vol. 18 (1).

Kumar, V., Eli Jones, Rajkumar Venkatesan, Robert P. Leone. (2011). Is Market Orientation a Source of Sustainable
Competitive Advantage or Simply the Cost of Competing?, Journal of Marketing. Vol. 75.

Lado, Nora, Albert Maydeu — Olivares. (2001). Exploring the link between Market Orientation and Innovation in the
European and U.S. Insurance Markets, International Marketing Review, Vol. 18 (2), pp. 130-144.

Li, Yong-Hui, Jing-Wen Huang, Ming-Tien Tsai. (2009). Entrepreneurial Orientation And firm Performance: The
Role Of Knowledge Creation Process, Industrial Marketing Management, Vol. 38, pp. 440—449.

Li, Yuan, Zhongfeng Su, Yi Liu and Mingfang Li. (2011). Fast Adaptation, Strategic Flexibility And Entrepreneurial
Roles, Chinese Management Studies, Vol. 5 Iss: 3 pp. 256 —271.

Lin, Caroline Tan Swee. (2007). Sources Of Competitive Advantage For Emerging Fast Growth Small-To-Medium
Enterprises: The Role Of Business Orientation, Marketing Capabilities, Customer Value, And Firm
Performance, School of Management Business Portfolio RMIT University.

Liu, Luo and Shi. (2003). Market-Oriented Organizations In An Emerging Economy A Study Of Missing Links,
Journal of Business Research. Vol. 56, pp. 481-491.

Li, Liu and Zhao. (2006). The Role Of Market And Entrepreneurship Orientation And Internal Control In The New
Product Development Activities Of Chinese Firms, Industrial Marketing Management. Vol. 35. pp. 336 — 347.

Lumpkin, G. T., Gregory G. Des. (1996). Clarifying the Entrepreneurial Orientation Construct and Linking It To
Performance. The Academy of Management Review, Vol. 21, (1). pp. 135-172.

Mahmoud, Mohammed Abdulai. (2011). Market Orientation and Business Performance among SMEs in Ghana,
International Business Research. Vol. 4 (1).

Martens, Freitas, Salvi, Lajus and Boissin. (2010). Entrepreneurial Orientation in Food Industries: Exploratory Study
on Medium and Large Size Companies in South of Brazil, International Conference Entrepreneurship in
BRICS. Sao Paulo: FGV/EAESP, 2010.

Mason, Roger B. (2006). Coping With Complexity And Turbulance — An Entrepreneurial Solution, Journal Of
Enterprising Culture. Vol. 14 (4). pp. 241 — 266.

Matthyssens, Paul, Pieter Pauwels, Koen Vandenbempt. (2005). Strategic flexibility, rigidity and barriers to the
development of absorptive capacity in business markets: Themes and research perspectives, Industrial
Marketing Management. Vol. 34, pp. 547 — 554.

Matzuno, Ken, John T. Mentzer, Aysegiil Ozsomer. (2002). The Effect Of Entreprencurial Proclivity And Market
Orientation On Business Performance, Journal of Marketing. Vol. 66 (3). pg. 18.

Miller, D. (1983). The Correlates Of Entrepreneurship In Three Types Of Firms, Management Science. Vol. 29, pp.
770-791.

Miller, D, Friesen, PH. (1983). Strategy — Making And Environment : The Third Link, Strategic Management
Journal, Vol. 4, Issue 3, pp. 221-235.

Mintzberg, Henry. (1973). The Nature of Managerial Work, New York: Harper & Row.

Morgan, Neil A., Douglas W. Vorhies and Charlotte H. Mason. (2009). Market Orientation, Marketing Capabilities,
And Firm Performance, Strategic Management Journal Strat. Mgmt. J., Vol. 30, pp. 909-920.

Morris, Michael H., Minet Schindehutte, Ph.D., Raymond W. LaForge, Ph.D. (2002). Entrepreneurial Marketing : A
Construct For Integrating Emerging Entrepreneurship And Marketing Perspectives, Journal Of Marketing
Theory And Practice. Vol. 10 (4). pg. 1.

Naldi, Lucia, Mattias Nordqvist, Karin Sjéberg, Johan Wiklund. (2007). Entrepreneurial Orientation, Risk Taking,
and Performance in Family Firms, FAMILY BUSINESS REVIEW, Vol. XX, no. 1.

Narver, John C., Stanley F. Slater. (1990). The Effect of Market Orientation On Business Profitability, Journal of
Marketing.

148



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Py
Vol.5,No.9, 2013 IsTe

Okpara, John O. (2009). Entrepreneurial Orientation and Export Performance : Evidence from an Emergent
Economy, College of Business, Bloomsburg University, Sutliff Hall, Room 266, 400 East Second Street,
Bloomsburg.

Pinto, Frederico Manuel Sotto-Mayor de Carvalho. (2009). The Impact Of Market And Entrepreneurial Orientations
On Innovative Marketing Processes: The Case Of A Large Firm, Dissertation, ISCTE Business School.

Qu, Riliang, Christine T. Ennew, Thea Sinclair. (2005). The Impact Of Regulation And Ownership Structure On
Market Orientation In The Tourism Industry In China, Tourism Management. Vol. 26, pp. 939-950.

Quince. (2003). Entrepreneurial Orientation And Entrepreneurs’ Intentions And Objectives. ESRC Centre for
Business Research, University of Cambridge Working Paper No. 271.

Raju, P.S., Subhash C. Lonial, Michael D. Crum. (2011). Market Orientation In The Context Of SMEs: A Conceptual
Framework, Journal of Business Research. Vol. 64, pp. 1320-1326.

Sanchez R. (1995). Strategic Flexibility In Product Competition, Strategic Management Journal. Vol. 16 (Special
Issue), pp. 135-160

Schlosser, Francine K., Rod B. McNaughton. (2004). Building Competitive Advantage Upon Market
Orientation:Constructive Criticisms And A Strategic Solution, Department of Management Sciences,
University of Waterloo, 200 University Ave., W., Waterloo.

Shimizu, Katsuhiko, Michael A. Hitt. (2004). Strategic Flexibility : Organizational Preparedness To Reverse
Ineffective Strategic Decisions, Academy of Management Executive, Vol. 18, No. 4.

Simon, Mark, Chanele Stachel, Jeffrey G. Covin. (2011). The Effects of Entrepreneurial Orientation and
Commitment to Objectives on Performance, New England Journal of Entrepreneurship. Vol. 14 (2).

Sin, Leo Y.M., Alan C.B. Tse, Vincent C.S. Heung, Frederick H.K. Yim. (2005). An Analysis Of The Relationship
Between Market Orientation And Business Performance In The Hotel Industry, Hospitality Management. Vol.
24, pp. 555-577.

Smart, Denise T., Dr.,, Dr. Jeffrey S. Conant. (1994). Entrepreneurial Orientation, Distinctive Marketing
Competencies And Organizational Performance, Journal Of Applied Business Reseach. Vol. 10, (3).

Supara, Kapasuwan, Rose, Jerman, Tseng, Chiung — Hui. (2007). The Synergistic Effects Of Strategic Flexibility
And Technological Resources On Performance of SMEs,
Journal of Small Business and Entrepreneurship. Vol. 20 Source Issue: 3.

Sushil. (2005). A Flexible Strategy Framework for Managing Continuity and Change, International Journal of
Global Business and Competitiveness. Vol. 1 (1), pp. 22-32.

Tse, Sin, Yau, Lee and Chow. (2003). Market Orientation And Business Performance In A Chinese Business
Environment, Journal of Business Research. Vol. 56, pp. 227-239.

Voola, Ranjit, Siva Muthaly. (2005). Strategic Flexibility And Organisational Performance :The Mediating Effects Of
Total Market Orientation, ANZMAC 2005 Conference: Strategic Marketing and Market Orientation.

Vorhies, Douglas W., Michael Harker, C.P. Rao. (1999). The Capabilities And Performance Advantages Of
Market-Driven Firms, European Journal of Marketing. Vol.33, Iss. 11/12, pg. 1171.

Weaver, K. Mark, Pat H. Dickson, Brian Gibson. (1998). Modeling The Relationship Between Firm And Industry

Attributes Entrepreneurial Orientations And Environmental Uncertainty: A Multicountry Sme-Based Analysis,
http://'www.sbaer.uca.edu/research/1998/ICSB/g002. htm.

Wiklund, Johan. (1999). The Sustainability of the Entrepreneurial Orientation--Performance Relationship,
Entrepreneurship : Theory and Practice - Fall, 1999.

Wiklund, Johan, Dean Shepherd. (2005). Entrepreneurial Orientation And Small Business Performance : A
Configurational Approach. Journal of Business Venturing. Vol. 20, pp. 71-91.

Xaba, Mgadla, Macalane Malindi. (2010). Entrepreneurial Orientation And Practice: Three Case Examples Of
Historically Disadvantaged Primary Schools, South African Journal of Education. Vol 30, pp. 75 - 89.

149



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Py
Vol.5,No.9, 2013 IsTe

Yu, Feifei. (2012). Strategic Flexibility, Entrepreneurial Orientation And Firm Performance: Evidence From Small
And Medium-Sized Business (SMB) In China, African Journal of Business Management. Vol. 6 (4), pp.
1711-1720.

Zhang, Michael J. (2005). Information Systems, Strategic Flexibility And Firm Performance: An Empirical
Investigation, J. Eng. Technol. Manage. Vol. 22, pp. 163—184.

Zhang, David di, Edward R. Bruning. (2007). Differential Influences of market and entrepreneurial orientations on
firm performance, Ottawa, Ontario.

Zhou, Chao and Huang. (2009). Modeling Market Orientation And Organizational Antecedents In A Social
Marketing Context Evidence From China, International Marketing Review. Vol. 26 (3), pp. 256 — 274.

AUTHOR (S) BIOGRAPHY

Mohammad Arief (Corresponding author), lecturer in the Department of Management Faculty of Economy,
Trunojoyo University.

Armanu Thoyib, Professor in the Department of Management Faculty of Economic and Business, Brawijaya
University.

Achmad Sudiro, Professor in the Department of Management Faculty of Economic and Business, Brawijaya
University.

Fatchur Rohman, Associate Professor in the Department of Management Faculty of Economic and Business,
Brawijaya University.

150



