European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Ly
Vol 4, No.20, 2012 NSt

The Role of Market Orientation on the Percelved

Performance of a Manufacturing Firm in Nigeria

OFOEGBU, O.E. Ph.D and AKANBI, PAUL AYOBAMI
DEPARTMENT OF BUSINESS ADMINISTRATION, FACULTY OFGCIAL AND MANAGEMENT
SCIENCES, AJAYI CROWTHER UNIVERSITY, OYO, P.M.B. 66, OYO STATE.
E-MAIL: eugeneofoegbu@yahoo.copaulayobami@yahoo.cgm

Abstract

Market orientation is the organization-wide gerieratof market intelligence about current and futmeds of
customers, dissemination of intelligence within ¢cinganization, and responsiveness to it. A markiented firm has
a superior capability in achieving higher profitsmpared to non- market oriented firm. This studyestigated the
role of market orientation on the perceived perfanoe of manufacturing firms in Nigeria. The objees of this
study were to examine whether there would be aifgignt difference between market intelligence graiiceived
organizational performance and also whether igtice dissemination could be associated with org#onal
performance. In addition, the study sought to deitee whether market intelligence, intelligence dms@ation and
firm responsiveness were predictors of perceiveghmizational performance. A survey design waszetl to
collect data from two hundred and nine respondesits were employees of Nigerian Breweries Plc, Lagdwe
findings of the study indicated that there was gnificant difference between market intelligencel grerceived
organizational performance. The result also shothed there was a significant relationship betweelligence
dissemination and organizational performance. Ttuglysrevealed further that the three measures aofkeha
orientation (market intelligence, intelligence diggnation and firm responsiveness) used in thiglystwere
predictors of perceived organizational performanBased on the results obtained from the study, ds w
recommended among others that firms should stovéewvelop more customer and market oriented siestdbat
can bring about superior organizational performance

Keywords: market orientation, market intelligence, intedlige dissemination, firm responsiveness and pedeiv
organizational performance

I ntroduction
Market orientation (Mo) concerns learning about tingrket, in other words: developing an understandin

of the market, and using it for marketing actiodsirket orientation is conceptualized as a culturptdlosophy on
the one hand or a set of information processiniyities on the other. Both conceptualizations gperationalised
and used to investigate the relationship with bessrperformance indicators. Most of these studigsrt a positive,
and in some cases moderated, relationship betweskemorientation and business performance indisator
various markets (e.g. Avlonitis and Gounaris, 1B&ker and Sinkula, 1999a; Baker and Sinkula, 19gatignon
and Xuereb, 1997; Greenley, 1995; Han et al.,1888ley and Hult, 1998; Jaworski and Kohli, 1993;rida and
Slater, 1990; Pelham and Wilson, 1996; Ruekert219¢ater and Narver, 1994; Slater and Narver, 19¢ger and
Narver 2000). Market orientation is the busineskucel that produces performance by creating supemtue to
customers (Slater and Narver, 2000). Organizatimost constantly innovate in every aspect of theisifess
operations in order to compete and survive in timapetitive market place.

Market orientation is philosophically founded iretmarketing concept (Kohli and Jaworski, 1990; am@and
Slater, 1990). However, the marketing concept i$ aosufficient philosophical foundation, becauserkat
orientation focuses not only on customers, but alsocompetitors, several organizational issues rmntderous
exogenous factors that influence the needs ancenerefes of customers (Hunt and Morgan, 1995). Marke
orientation has been approached from three difftebasic perspectives: market orientation as orggioizal
cognition (i.e. as a business philosophy, knowlealye skills), market orientation as organizatidmethavior (Day,
1994b; Dreher, 1993), and market orientation asctirabination (Avlonitis and Gounaris, 1997) or gration of
these two perspectives (Cadogan and Diamantopdl®88,; Tuominen and Mdller, 1996).

Market orientation is an aspect of organizatiandiure that is believed to have far-reaching ¢ffemn the firm.
According to Deshpande and Webster (1989), the madstant aspect of organizational culture from arketing
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perspective is the marketing concept, which inctutke fundamental shared set of beliefs and valoasputs the
customer in the center of the firm's thinking abstsategy and operations”.

Although information on the external environmentoigviously vital to sound managerial decision-mgkithe
relevant external environment not only consistcugtomers, but competitors as well. In fact, Dag &liensley
(1988) suggest that in addition to customer charetics, the number and power of competitors caitdngly
affect the focus of the intelligence gathering\atti In the cultural perspective of market oridiga, Narver and
Slater (1990) defined market orientation as: tlganizational culture that most effectively and @éfntly creates the
necessary behavior for the creation of superionesdibr buyers and, thus, continuous superior perdoice for the
business. They view organizational culture as drio€ behavior and only when the culture is definsih
commitment to superior value for customers, madk@tnted behaviors manifest themselves in an org#ion
(Matsuno et al., 2002).

Furthermore, Slater and Narver (2000) found thatket orientation and business performance ardiyelyi
related. Pulendran et al. (2000), and Tay and Moi@®02) identified significant, positive links keten market
orientation and overall performance. Indeed, thet waajority of MO studies have examined the effefcMO on
business performance, demonstrating its superi@gtya strategic orientation (Hult and Ketchen, 2(Kitca,
Jayachandran, and Bearden, 2005; Zhou et al., 2005)

This study therefore examines the role that mameentation can play in organizational performarioe
manufacturing firms in the Nigerian context.

Hypotheses
Three hypotheses were tested in this study.
1.) There will be a significant difference between nearikitelligence and perceived organizational
performance.
2.) There will be a significant relationship betweeteliigence dissemination and perceived organization
performance.
3.) Market intelligence, intelligence dissemination dinch responsiveness will jointly and independently
predict perceived organizational performance
Literature Review and Conceptual Framework

Strategic management (e.g., Dobni and Luffman, 2608t and Ketchen, 2001) and marketing
(e.g., Jaworski and Kohli, 1993) researchers pbsit a market orientation (MO) provides firms wih
source of competitive advantage. A recent metayaisakupports a positive, significant, and robirst |
between MO and firm performance (Kirca et al., 2003owever, while there is mounting evidence
concerning MO possessi@and firm performance, we have little understanddfidnow this market-based
asset is deployeid achieve competitive advantage.

Kohli and Jaworski (1990) define market orientatiae generation of market intelligence
pertaining to current and future customer needssetination of the intelligence across departmentd,
organization - wide responsiveness to it. Markétlilgence is not only the information from custame
about their needs and preference based on custoesearch but exogenous market factors (e.g.,
competition, regulation) that affect customer neadd preferences and current as well as futuresnefd
customers (Kohli and Jaworski,1990). The defimitfocuses on organizational activities relatedhe t
generation of, dissemination of and responsivet®ssarket intelligence. On the other hand, Narvet a
Slater (1990) assert market orientation is the ruiggdion culture that most effectively and effidign
creates the necessary behavior for the creatisamdrior value for buyers. This perspective coneges on
organizational norm and value that encourage bekavhat are consistent with market orientation.
Furthermore, Narver and Slater(1990) define theglhrehavioral components of market orientation sisch
customer orientation, competitor orientation, amerfunctional coordination. Judging from the ahadvés
apparent that the cultural perspective also tak#s tonsideration the behaviors related to market
intelligence generation (e.g. customers and congug)j dissemination and responsiveness (e.g.
interfunctional coordination). So we can understandrket orientation as the behaviors based on
organizational norm and value that encourage fergtneration of, dissemination of and responsiet®es
market intelligence.
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In the existing market orientation research, matnitions of market orientation were derived
from the conceptualization of either Kohli and Jaskd (1990) or Narver and Slater (1990). Kohli and
Jaworski (1990) compared three core elements okeharrientation which are intelligence generation,
intelligence dissemination, and responsivenesshénsame fashion, Narver and Slater (1990) postlilat
that market orientation has three components wharehcustomer orientation, competitor orientatiamj a
inter-functional coordination. The first componevttich is customer orientation involves the underdiag
of target customers and effectively deploying thkilssand resources of the firm to satisfy custosnby
creating superior value. The second component wiiatompetitor orientation has to do with creating
superior value through understanding the princgmahpetitors’ short-term strength and weaknesses and
long-term capabilities and strategies. The finaimponent which is the inter-functional coordination
involves getting all business functions workingdtter to provide superior value (Slater and Nah@94;
Narver and Slater, 1990). Thus, market orientasialient dimensions, which are competitor and custom
orientation, are considered important strategierdstions.

Organizational Performance can be seen as a ninlgrgsional construct consisting of more than
simply financial performance (Baker and SinkulaD20 Organizational performance is described as the
extent to which the organization is able to meetribeds of its stakeholders and its own needsfeival
(Griffin, 2003). Stoelhorst and Raaij (2004) delserimarket orientation as marketing’s explanation of
performance differentials between firms. Marketeotation enhances a firm’s performance by providing
differentiation and cost advantages (Li and Zh@1,®.

There are substantial empirical evidences that liaked market orientation with business perforrmearit

is found from past researches that there is eithalirect positive relationship (Kumar et al., 2011;
Mahmoud, 2011; Zhou et al., 2009; Farrell et a00& Martin-Consuegra and Esteban, 2007; Langerak,
2002; Deshpandé and Farley, 1998; Avlonitis andr@ads, 1997 Jaworski and Kohli, 1993), or indirect
influences (Agarwal et al., 2003; Han et al., 19@8)dual influences (Ramayah et al., 2011; Tsiotsod
Vlachopoulou, 2011), or no effects (Nwokah, 2008ru#&na et al., 2003; Greenley, 1995) between the tw
constructs.

In the market orientation literature, various measwf business performance have been utilized
such as service productivity, return on assets ef&®=n, 2009; Narver and Slater, 1990), customer
satisfaction(Chowdhury, 2011), employee satisfac{Ramayah et al., 2011), service quality, marketrs
(Zhou et al., 2009), sales, net income (Kumar et28l11), and size of the firm, age of the firm @ivteoud,
2011) . In addition, the majority of the performaneneasurements identified focused on macro
level-business performance (Martin-Consuegra artdbBa, 2007; Santos-Vijande et al., 2005), a more
micro performance perspective is dealt with in salvstudies, for example, new product performance
(Hsieh et al., 2008), financial performance (Longl al., 2008), retail performance (Panigyrakis and
Theodoridis, 2007), and specific brand performai@€ass and Ngo, 2007). Kotler (2010) pointed that
measure an organization’'s performance; it shalbiclar customer satisfaction, customer preferertwes
of customer mind, customer perception, and so omadzational performance is the results of the
operations performed by the members of the orgtiaim (Ruey-Gwo and Chieh-Ling, 2007). Therefore,
market orientation does not only affect many typdsperformance measures, but it also impacts
performance on a number of different levels frone thverall organization to individual brands to
individuals within the organization (Liao et alQ221).

Market intelligence relates to observing custonmesds and preferences and that it also involves an
analysis of how the needs and preferences migtdffeeted by such factors as government regulation,
technology, competitors, and other environmentatds. Market-intelligence generation refers to the
collection and assessment of both customer needliefpnces and the forces (task and macro enviraisinen
that influence the development and refinement a$¢hneeds.

Intelligence dissemination refers to the procesb extent of market-information exchange within
a given organization. Attention should be balanwetiveen both horizontal (interdepartmental) andicedr
transmission of marketplace information because dissemination’s focal point is the entire strategi
business unit (SBU). The dissemination of intelige occurs both formally and informally (Kohli &
Jaworski, 1990). Jaworski and Kohli (1990) and Kard Jaworski (1990) maintained that intelligence
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dissemination extends beyond collecting informataout customer needs and preferences to include
information about an organization’s entire task immment. They also suggested that intelligence
dissemination relates to the communication andsfearof intelligence information to all departmearsd
individuals within an organization through bothrf@l and informal channels. Jaworski and Kohli (993
and Slater and Narver (1994) indicated that mairketligence dissemination has two distinct aspects
The first aspect is sharing both existing and #wdted information throughout the organization.(i.e
ensuring vertical and horizontal flows of infornuati within and between departments) concerning the
current and future customer needs, exogenous fackmd competition. The second aspect is ensuring
effective use of disseminated information by enagimg all departments and personnel to share
information concerning current and future customezds, exogenous factors, and competitors.
Responsiveness is action taken in response tdigatete that is generated and disseminated. On
the planning side, the focus is on the degree twiwimarketplace needs play a role in the evaluation
market segments and the development of marketiograms. Action on the basis of market intelligence
concerns the speed and coordination in implememtiacketing programs (Kohli & Jaworski, 1990). Those
authors observed that an organization accomplisb#sng if it does not respond to information. Kicdahd
Jaworski (1990) and Kumar, Subramanian, and Yaud®98) stated that an organization must
communicate, disseminate, and oftentimes “sell” ke@rintelligence to relevant departments and
individuals in the organization in order to be netrériented.
They added that a market-oriented organizationomd® to or acts on the market intelligence that is
gathered and disseminated. Kohli, Jaworski, and &u(h993) and Narver and Slater (1990) stated that
responsiveness requires three distinct activifidgy are (a) developing, designing, implementingd a
altering goods and services (tangible and intaejilth response to the current and future needs of
customers; (b) developing, designing, implementarg] altering systems to promote, distribute, atckp
goods and services that respond to the currentfande needs of customers; and (c) utilizing market
segmentation, product differentiation, and otherrketing strategies in the development, design,
implementation, and alteration of goods and sesviaed their corresponding systems of promotion,
distribution, and pricing.

M ethodology

Resear ch Design

The design for this study is a survey design witlrkat orientation as independent variable which was
measured by market intelligence, intelligence digaation and firm responsiveness and perceivednizgtonal
performance as dependent variable.

Subjects
The respondents of this study were two hundredrane employees of Nigerian Breweries Plc, Lagos who
were selected using stratified random samplingrtiegte.

Instruments

The study made use of questionnaire and the guestire was divided into five sections. The firstt®n
measured the demographic information, sections B toeasured market orientation in terms of mankttligence,
intelligence dissemination and firm responsiverrespectively. The market orientation scale was @dbhfrom a
scale developed by Jaworski and Kohli (1993) and #no Hwang (2005) which was a 14 item scale wittikart
scale scoring format ranging from strongly disafftgedisagree(2), indifferent(3), agree(4), to sgly agree(5).
Market intelligence was measured in section B which three item questionnaire, intelligence diseation was
measured in section C which is a five item questare ,and firm responsiveness was measure sdotiwhich
is a three item questionnaire. Organizational perémce was measured in section E which is a sin ite
guestionnaire. The organizational performance ssake adapted from a scale developed by Khandwalfa(land
David Wan et al(2002) which is an eighteen itemescallapsed into six item with a Likert scoringiiwat ranging
from high (6) to very low(1). The scales were rédated and the reliability values indicated 0.8%800 0.72 and
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0.84 for market intelligence, intelligence disseation, firm responsiveness and perceived orgaoizaki
performance respectively.

Data Analysis

The demographic information was analysed usinguigeqy counts and simple percentage. Hypothesis 1
was tested using t-test, hypothesis 2 was analysied Pearson’s Correlation while hypothesis 3 aredysed using
multiple regression.

Results and Discussion

Table 1. Analysis of Demographical Variables

SEX Frequency Per centage (%)
Male 95 455

Female 114 54.5

Total 209 100.0

Age Frequency Per centage (%)
18-25 73 34.9

26-35 46 22.0

36-45 30 14.4

46-55 60 28.7

Total 209 100.0

Marital Status Frequency Per centage (%)
Single 79 37.8

Married 100 47.8

Divorced 13 6.2

Separated 17 8.1

Total 209 100.0
Educational Background Frequency Per centage (%)
Post graduate 38 18.1
BSC,HND 90 43.1
OND,NCE 44 21.1

SSCE 37 17.7

Total 209 100.0

Cadre Frequency Per centage (%)
Management staff 87 41.6

Senior staff a1 196
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Junior staff 81 38.8

Total 209 100.0
Department Frequency Per centage (%)
Sales 25 12.0

Marketing 50 23.9

Personnel 50 23.9

Logistic 40 19.1
Production 44 21.1

Total 209 100.0

Source: field survey (2011)
Tablel shows that there were 91(36.4%) males a8(b3%%) females, 63(25.2%) of the respondents wietee age
range 18-25, 82(32.8%) were age ranged 26-35, 80¥32were of age range 36-45, 25(10.0%) were ofragge
46-55. The table also showed that 94(37.6%) ofrdspondents were single, the married were 144(57.6%
divorced accounted for 10(4.0%) while the separateck 2(.8%).
The educational background of the respondents stholnag 38(18.2%) had the Postgraduate certific@@g}3.1%)
had BSC, HND certificates, 44(21.1%) had OND, NGititicates, while 37(17.7%) attained secondaryosth
education.
The cadre of the respondent showed that 87(41.686¢ wianagement staff, the senior staff were 41¢apw8hile
81(38.8%) were junior staff. The department ofriggpondents showed that the sales were 25(12.0&oMarketing
were 50(23.9%), the Personnel were 50(23.9%), thggstic were 40(19.1%) while the Production wer¢2441%)
respectively.
Hypotheses Testing

H1: There will be a significant difference betwewaarket intelligence and perceived organizationagomance.
Table 2. Summary of t-test analysis showing significant difference between market intelligence and perceived
organizational performance.

N Mean Std. Dev. Crit-t Cal-t. DF P
Market Intelligence 209 | 9.3589 | 2.6567
Organizational Performance 1.96 34.912 208 000
209 | 25.9522 | 6.8611

The above table showed that there was a signifiddfgrence between Market Intelligence and permeiv
Organizational Performance (Crit-t = 1.96, Cal34:912, df =208, P< .05 level of significance).Thgothesis is
accepted.

H2: There will be a significant relationship betwe@telligence dissemination and perceived orgditaal
performance
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Table 3: Summary of Pearson Correlation showing the relationship between Intelligence Dissemination and
Perceived Organizational Performance.

Variable Mean Std. Dev.| N R P Remark
Organizational performance 25.9522 6.8611
209 | .222* | .001 Sig.
Intelligence dissemination 17.3397 3.6433
Sig. at .01 level

It is shown in the above table that there wasigaificant relationship between intelligencesdisiination and
perceived organizational performance (r = .222*% RD9, P < .01). This means that there is an assogibetween
intelligence dissemination and perceived orgarirai performance.

H3: Market intelligence, intelligence disseminatimmd firm responsiveness will jointly and indepemtle predict
perceived organizational performance

Table4: Summary of regression analysis showing Market Intelligence, Intelligence Dissemination and Firm
Responsiveness and Per ceived Organizational Performance

Model Sum of| DF Mean Squareg F Sig.
Squares

Regression 622.231 3 207.410 4.637 .004

Residual 9169.291 205 44.728

Total 9791.522 208

R =.252 R=.064 Adj R = .050
Table 4 shows that the joint effect of independemtables (Market intelligence, Intelligence diséeation, and
Firm responsiveness) on Organizational Performava= significant (F(3,205) = 4.637; R = .252 R.064,
Adj. R? = 0.050; P < .05). Therefore, market intelligenicéglligence dissemination and firm responsiveness
jointly and independently predicted organizatigpatformance.
About 6% of the variation was accounted for byitidependent variables.
H3b: There will be relative effect of independeatiables (Market intelligence, Intelligence disseation, and Firm
responsiveness) on Organizational Performance
Table 5: Summary of regression analysis showing the relative effect of Market Intelligence, Intelligence
Dissemination and Firm Responsiveness on Per ceived Organizational Performance

Model Unstandardized Standardized | T Sig.
Coefficient Coefficient
B Std. Error
(Constant) 17.699 2.468 7.171 .000
Market intelligence .354 .201 137 1.760 .080
Intelligence dissemination 349 142 185 2 453 015
Firm responsiveness
-.118 .184 -.049 -.638 .524

The result above shows the relative contributiopaafh of the independent variables on the dependent

Market intelligence f§ = .137, P >.05), Intelligence disseminatin—=.185, P <.05), and Firm responsivendgss (
-.049, P >.05), respectively. Hence, IntelligendgsBmination is found significant while market ifiteence and
firm responsiveness were not significant.
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Concluding Remarks

A strong market orientation is required to focus tirganization on those environmental events that a
likely to influence their ability to increase custer satisfaction relative to competitors (Baker &makula, 1999).
Kohli and Jaworski (1990), for example suggest thatket orientation may not have critical importairc turbulent
environments. Technical turbulence moderates custoamd competitor orientations’ impact upon innasat
performance (Liu et al., 2003).

In their study Kohli and Jaworski (1990) proposattthe greater the market orientation of an orgditm, the
greater would be the overall performance and thiat rielationship would be moderated by such sewexarnal
forces like weaker economy, greater market turtedeand competitionThe environmental context of an
organization will probably influence its level ofamket orientation. Organizations in more compeditaind dynamic
environments may be expected to be more markettede As a result, the linkage between market tateon and
performance depends on the environmental charstitsriof an organization (Jaworski and Kohli, 199Bjree
environmental characteristics have been proposedalyorski and Kohli (1993): Market turbulence (tta¢e of
change in the composition of customers and theifepences), competitive intensity and technologicgbulence.
Organizations that work with rapidly changing teclugies may be able to obtain a competitive adgmntarough
technological innovation together with the marke¢atation.

The findings of the study indicated that there wasignificant difference between market intelligermnd
perceived organizational performance. The resdbd ahowed that there was a significant relationd@tween
intelligence dissemination and perceived orgaropai performance. The study revealed further that three
measures of market orientation (market intelligefuelligence dissemination and firm responsivehesed in this
study were predictors of perceived organizatiomafggmance. Based on the results obtained fronstidy, it was
recommended among other things that firms shouidesto develop more customer and market orientetegjies
that can bring about superior organizational pengoice.
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