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ABSTRACT

Business environment has become very dynamic and highly competitive. This is
occasioned by globalization and massive developments in the technological world,
especially advancements in Information and Communications Technology (ICT). As a
result, business organizations are faced with a lot of challenges. To cope with the
challenges and achieve superior performance, business organizations need to be
entrepreneurially inclined, market-oriented, and strategically positioned. Similarly,
they need to develop and nurture appropriate and strong organizational culture for
them to be entrepreneurially inclined, market-oriented, and strategically positioned. It
is against this background that this study investigated the mediating and moderating
effects of organizational culture and external environment on the relationship between
corporate entrepreneurship, market orientation, strategic orientation, and performance
of commercial banks in Nigeria. Data were collected from 297 bank managers
through a self-reported questionnaire and data analysis was carried out using SPSS
version 19. Findings revealed that corporate entrepreneurship, market orientation, and
strategic orientation were positively and significantly related to organizational
performance. Further analysis indicated that organizational culture of teamwork
mediated the relationship between corporate entrepreneurship, market orientation,
strategic orientation, and organizational performance. Also, data analysis showed that
external environment (competitive intensity) did not moderate the relationship
between corporate entrepreneurship, market orientation, strategic orientation, and
organizational performance. Thus, it was concluded that although corporate
entrepreneurship, market orientation, and strategic orientation were positively and
significantly related to organizational performance, even in the face of competitive
challenges, however, the effects of corporate entrepreneurship, market orientation,
and strategic orientation on organizational performance will be greater if
organizations develop and continuously nurture strong organizational culture of
teamwork.

Keywords: organizational culture, external environment, corporate entrepreneurship,
market orientation, organizational performance



ABSTRAK

Persekitaran perniagaan telah menjadi sangat dinamik dan kompetitif. Ini adalah
disebabkan oleh globalisasi dan perkembangan besar dalam dunia teknologi, terutama
kemajuan dalam Teknologi Komunikasi (ICT) dan Maklumat. Hasilnya, organisasi
perniagaan berhadapan dengan banyak cabaran. Untuk menghadapi cabaran dan
mencapai prestasi yang unggul, organisasi perniagaan perlu mempunyai
kecenderungan kepada keusahawanan, berorientasikan pasaran, dan berkedudukan
yang strategik. Begitu juga, mereka perlu membangunkan dan memupuk budaya
organisasi yang sesuai dan kuat bagi mereka untuk cenderung secara keusahawanan,
berorientasikan pasaran, dan kedudukan yang strategik. Berasaskan latar belakang ini,
kajian ini menyiasat kesan pengantara budaya organisasi dan kesan penyederhana
persekitaran luaran ke atas hubungan di antara keusahawanan korporat, orientasi
pasaran, orientasi strategik dan prestasi bank-bank komersil di Nigeria. Data telah
dikumpulkan daripada 297 pengurus bank melalui borang soal selidik dan analisis
data telah dijalankan dengan menggunakan SPSS versi 19. Dapatan kajian
menunjukkan bahawa keusahawanan korporat, orientasi pasaran, dan orientasi
strategik mempunyai hubungan positif dan signifikan dengan prestasi organisasi.
Analisis selanjutnya menunjukkan bahawa budaya organisasi kerja berpasukan
mengantara hubungan di antara keusahawanan korporat, orientasi pasaran, orientasi
strategik dan prestasi organisasi. Selain itu, analisis data menunjukkan bahawa
persekitaran luaran (keamatan kompetitif) tidak menyederhana hubungan di antara
keusahawanan korporat, orientasi pasaran, orientasi strategik dan prestasi organisasi.
Kesimpulannya walaupun keusahawanan korporat, orientasi pasaran, dan orientasi
strategik mempunyai hubungan positif dan signifikan dengan prestasi organisasi,
namun dalam menghadapi cabaran persaingan, kesan-kesan keusahawanan korporat,
orientasi pasaran, dan orientasi strategik ke atas prestasi organisasi akan lebih tinggi
jika organisasi membangun dan memupuk secara berterusan budaya organisasi kerja
berpasukan.

Kata Kunci: budaya organisasi, persekitaran luaran, keusahawanan korporat,
orientasi pasaran, prestasi organisasi
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CHAPTER ONE
INTRODUCTION

1.1 Background

Generally, banks play a vital role in the growth and development of the economy of a
nation. The health of the economy of a nation depends on the wellbeing of the
banking sector. This is because the banking sector provides the oil for the engines that
drive the vehicles of economic growth and development of a nation, whether
developed, underdeveloped, or developing (George et al., 2013; Otto, Ekine, &
Ukpere, 2012; Rotheli, 2010). Similarly, for the purposes of planning and decision-
making, banking activities have a lot of implications for the investors, depositors,
government, policy-makers, and other stakeholders (Turner, 2013). Therefore, the
efficiency or inefficiency of the banking sector as well as its effectiveness or
ineffectiveness always have impact on a nation’s economy (George ef al., 2013). The

last global financial or economic crisis of 2007/2008 attests to this fact.

Apart from being intermediaries between institutions or individuals who have surplus
funds (those who supply funds) and institutions or individuals who have deficit funds
(those who need funds) (Mahmood, 2000), banks also contribute to the growth of
GDP of a nation. They provide the enabling financial environment for other sectors of
the economy to contribute to GDP, thereby helping to increase the productivity of the
real economy (Rotheli, 2010). It is important also to mention that banks provide
employments for the youths including graduates, and this helps to reduce the level of
unemployment, poverty, and crimes in the society. Thus, given the role banks play in

the society, their performance (good or bad) should not only be of concern to



investors, depositors, and government but also important to scholars and researchers

alike.

The history of Nigeria’s banking sector dates back to 1892 when the African Banking
Corporation (ABC) was established in Lagos. In 1894, the first commercial bank,
Bank of British West Africa (the present day First Bank of Nigeria), was established
for the purposes of serving the British agencies in Nigeria. The Bank of British West
Africa remained the only commercial bank until 1912 when Barclays Bank (now
Union Bank of Nigeria) was established. Subsequently, other commercial banks were
established. The Nigeria’s banking sector remained unregulated until July 1, 1959
when the Central Bank of Nigeria (CBN) was established as the government and apex
bank with the mandate of regulating the financial activities of the country. The
Structural Adjustment Programme (SAP) of 1986 which was aimed at deregulating
the economy paved the way for the licensing and establishment of more commercial
banks. It should be placed on record that Nigeria’s banking sector performed well
until about 1989 when the World Bank team pointed out signs of financial distress in
the sector (Adeyemi, 2011; Cowry Asset Management Ltd, 2009). Since then the

banking sector has been facing a lot of crises, both financial and leadership crises.

The major problem in Nigeria’s banking sector started in the early 90s when some
banks failed and many others were distressed. Between 1930 and 1958, more than 21
banks had failed; and between 1991 and 1995, about 65 banks were distressed.
Similarly, between 1994 and 2006, about 45 banks had also failed. It is interesting to
note that many of the banks that failed had liquidity problem. Also, most of the banks

that were reported to be distressed equally had liquidity problem so they eventually

2



failed, and some of the banks that did not fail were even undercapitalized and
inefficient (Adeyemi, 2011; Cowry Asset Management Ltd, 2009; Yauri, Musa, &
Kaoje, 2012). As a result of the crises in Nigeria’s banking sector, the regulatory
authority, the CBN, took some critical decisions ranging from increment in the
minimum capital base for commercial banks, replacement of some bank directors,
changing the composition of board membership to injection of cash into the sector

with a view to repositioning the banking sector.

One of the measures that the CBN took to address the crises in the banking sector was
to recapitalize commercial banks. More precisely, between 1979 and 2005, the CBN
had increased the minimum capital base for commercial banks more than five times
(Bakare, 2011). In all, the banking sector witnessed a remarkable economic reform
between 2004 and 2005 when the CBN increased the minimum capital base for
commercial banks from N2 billion (about $12 million) to }¥25 billion (about $156
million). Before the last recapitalisation, there were 89 operating commercial banks;
and at the end of the recapitalization period, the number reduced to 25. The CBN
revoked the licenses of 14 banks that could not afford the minimum capital base of
W25 billion while a total of 69 banks went into mergers and acquisitions, resulting in
19 banks. Six banks that could afford the ¥N25 billion stood alone (Cowry Asset
Management Ltd, 2009; Ernest, 2012; Tunji, 2012). Even after the recapitalization,
some banks still went into mergers and acquisitions, thereby reducing the total
number of banks in Nigeria at present to about 20 (Bakare, 2011; IMF, 2013; NDIC,

2012).



Another significant measure that the CBN took to make Nigeria’s banking sector
more functional was to inject cash into the sector in order to revitalize some banks
that were undercapitalized and were verged on failing even after the last
recapitalization of commercial banks. For instance, between August and October
2009, the sum of 620 billion (about $4 billion) was injected into the banking sector
for the purposes of reviving some of the ailing banks (IMF, 2013; Kuye, Ogundele, &
Otike-Obaro, 2013). Another 3679 billion (about $4.2 billion) was injected into the
three bridge banks that were nationalized, namely Keystone Bank Ltd, Enterprise

Bank Ltd, and Mainstreet Bank in order to salvage them from failing (Nweze, 2011).

The historical background of Nigeria’s banking sector is not complete without
mentioning the effect of the last global financial or economic crisis which started in
the United States in 2007 and spread like wildfire to other economies in the world in
mid 2008. The economic crisis, no doubt, had far-reaching effects on all sectors of
different economies worldwide; and the banking sector in Nigeria had its own “fair
share”. The global financial crisis worsened the problem in Nigeria’s banking sector,
even though it happened shortly after the last recapitalization of commercial banks
because of the banking sector’s exposure to capital market and oil industry which
were adversely affected by the crisis. The fact that the Nigerian capital market which
is the “driver” of the economy crashed had inexplicable effects on the banking sector.
Many banks had liquidity problem, as loan repayments became difficult, interest and
exchange rates were negatively affected, and the public lost confidence in the banking

sector (Cowry Asset Management Ltd, 2009).



Having discussed the historical background of Nigeria’s banking sector, there is a
need to highlight critical issues which bother on the performance of the sector.
Nigeria’s banking sector has performed marginally since its inception. As stated
earlier, the banking sector has recorded a lot of failed commercial banks. Available
statistics shows that since the inception of the sector, over 155 commercial banks have
been established, about 75 banks have merged, and more than 75 commercial banks
have failed (Adeyemi, 2011; Cowry Asset Management Ltd, 2009; Ernest, 2012;

Tunji, 2012; Yauri et al., 2012).

Moreover, it is not only that bank failures are of great concern but the effects are also
grievous, contagious, and devastating on the customers (the depositors), the investors,
and the employees of the failed banks; the banking sector itself; and the economy as a
whole. As a result of the failures, depositors’ and investors’ monies have been
trapped, and many businesses have collapsed. For example, apart from over ¥80
billion ($497 million) already paid to depositors of failed banks by NDIC between
1994 and 2013, about N2 billion ($12.4 million) of depositors’ monies are still
unclaimed (Birchi, 2013; Ebelo, 2013; Umaru, 2011). What about billions of money
invested in the failed banks? Also, employees of the failed banks lost their jobs,
thereby worsening the unemployment problem in the country. Additionally, the level
of public confidence in the banking sector was affected by the incessant bank failures,
and the whole economy was also weakened as many industrial activities were

paralyzed due to bank failures (Cowry Asset Management Ltd, 2009).



Furthermore, another major issue that bothers on the performance of Nigeria’s
banking sector is the fact that many banks could not afford the minimum capital base
of N25 billion (about $156 million) which is incomparable to the minimum capital
base for some banks in other countries like Malaysia whose minimum capital base for
some categories of banks is RM2 billion (over $600 million) (Bank Negara Malaysia,
2013; Shanmugam, 2003). Besides, despite the last recapitalisation, some banks were
still undercapitalized (Verster & Gounden, 2013). The CBN injected over N1.2
trillion ($8 billion) into the banking sector between 2008 and 2009 to bail out and
recapitalize those banks that were undercapitalized and were verged on failing
(Cowry Asset Management Ltd, 2009; IMF, 2013; Kuye et al., 2013; Nweze, 2011;

Verster & Gounden, 2013).

In addition, Nigeria’s banking sector contributes meagerly, less than 5% on average,
annually to Nigeria’s GDP (Central Bank of Nigeria Anuual Report, 2012; National
Bureau of Statistics, 2013). Comparatively, the contribution of Nigeria’s banking
sector to GDP is less than the contributions of banking sectors in other countries to
GDP. For instance, Malaysia’s financial sector contributes an average of 8.6% to
Malaysia’s GDP (Azmi, 2012). Also, South Africa’s financial industry contributes
about 21% to South Africa’s GDP (Council Eastern Cape Socio Economic
Consultative, 2013; SA Statistics, 2013), and on average, Ghana’s financial sector
contributes more than 9% to Ghana’s GDP (African Economic Outlook, 2012; Ciuci

Consulting, 2012; Statistical Services Ghana, 2014).



Finally, on the continent of Africa, the best bank in Nigeria (First Bank of Nigeria) is
the fifteenth given its total assets, net interest income, loans, and deposits (The Africa
Report, 2013). Nigeria, popularly called the giant of Africa; its best bank (First Bank
of Nigeria) ranks behind the best banks in South Africa, Egypt, Morocco, Togo, and
Algeria in terms of total assets and net interest income (The Africa Report, 2013).
Globally, commercial banks in Nigeria rank very low compared to their counterparts
in other countries. Available record shows that no bank in Nigeria is among the 400
top banks in the 2014 world banks ranking (Finance, 2014). What a poor

performance!

1.2 Problem Statement

Organization depends on its superior performance for continued existence and
growth. Similarly, superior organizational performance depends on a host of factors,
which are called antecedents to organizational performance. Researchers and scholars
have identified many of the antecedents to organizational performance; they have
equally examined both conceptually and empirically, the relationship between the
antecedents and organizational performance. From a critical literature review,
examples of antecedents to organizational performance include: leadvership, total
quality management, workers’ motivation, external environment, organizational
culture, personnel training and development, compensation, organizational
capabilities and resources, corporate entrepreneurship, service quality, and market
orientation (Brown & Sturman, 2003; Chahal, 2008; Corina, Roxana, & Liviu, 2012;

Davidson, Coetzee, & Visser, 2007; Ejere & Ugochukwu, 2013; Mahmood & Wabhid,



2012; Ngai & Ellis, 1998; Sokro, 2012; Thang & Quang, 2011; Tuan & Yoshi, 2010;

Zakuan, Yusof, Laosirihongthong, & Shaharoun, 2010).

A substantial amount of research has been conducted on the relationship between the
antecedents and organizational performance. But extant literature shows that many of
the researches were carried out in developed economies while few of the researches
were conducted in developing economies (Rauch, Wiklund, Lumpkin, & Frese,
2009). On the other hand, there is a paucity of similar research carried out in the
Nigerian context. Besides, most of the samples for the researches conducted were
taken from the manufacturing industry whereas fewer samples were taken from the
service industry, especially banking industry. Thus, there is a need to study the
relationship between the antecedents and organizational performance in the Nigerian
context, with samples taken from the service industry, banking sector in particular

with a view to bridging the gap in the literature.

Generally, banking sector contributes significantly to the growth and development of
the economy of a nation. Nonetheless, the sector’s contribution to the growth and
development of the economy of a nation depends on its performance. As pointed out
at the Background section, Nigeria’s banking sector performs poorly compared to the
performance of banking sectors in other countries. It contributes meagerly, less than
5% on average, annually to Nigeria’s GDP compared to the contributions of banking
sectors in other countries to GDP (Central Bank of Nigeria Anuual Report, 2012;
National Bureau of Statistics, 2013). Since the inception of Nigeria’s banking sector,
over 75 banks have collapsed due to liquidity problem, and billions of investors and

depositors’ monies have been trapped as a result of incessant bank failures (Adeyemi,

8



2011; Cowry Asset Management Ltd, 2009; Yauri ef al., 2012). Globally, commercial
banks in Nigeria rank very low compared to their counterparts in other countries

(Finance, 2014). All this is largely due to poor performance.

With respect to superior organizational performance; entrepreneurship, marketing,
and strategic management scholars have theorized that entrepreneurially inclined,
market-oriented, and strategically positioned organizations perform better than
organizations that are not entrepreneurially inclined, market-oriented, and
strategically positioned (Aragoén-Sanchez & Sanchez-Marin, 2005; Covin & Slevin,
1991; Farrell, Oczkowski, & Kharabsheh, 2008; Lumpkin & Dess, 1996). Therefore,
there is a need to assess the degree of entrepreneurial orientation, market orientation,
and strategic orientation of commercial banks in Nigeria with a view to relating it to

their performance.

The field of entrepreneurship has received much attention from many scholars and
researchers over the years. Specifically, considerable studies have been conducted on
the relationship between corporate entrepreneurship and organizational performance
(Antoncic & Hisrich, 2004; Arief, Thoyib, Sudiro, & Rohman, 2013; Rauch et al.,
2009; Rutherford & Holt, 2007; Shaw, O’Loughlin, & McFadzean, 2005; Tang &
Tang, 2010; Teng, 2007; Wiklund & Shepherd, 2005; Zahra & Covin, 1995; Zahra,
1995). Conceptually, entrepreneurship scholars have posited that entrepreneurial
activities within existing organizations are a source of revitalization and competitive
advantage, which, in turn, leads to superior organizational performance (Covin &
Slevin, 1991; Lumpkin & Dess, 1996). However, available empirical findings show
inconclusiveness about the relationship between corporate entrepreneurship and
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organizational performance (Antoncic & Hisrich, 2004; Rauch et al., 2009; Yang, Li-

Hua, Zhang, & Wang, 2007).

On the one hand, some studies have confirmed a positive relationship between
corporate entrepreneurship and organizational performance (Hult, Snow, &
Kandemire, 2003; Karacaoglu, Bayrakdaroglu, & San, 2012; Mahmood & Wahid,
2012; Mokaya, 2012). On the other hand, some other studies have affirmed a negative
relationship between corporate entrepreneurship and organizational performance
(Covin, Slevin, & Schultz, 1994; George, Wood & Khan, 2001; Shamsuddin,
Othman, & Shahadan, 2012; Slater & Narver, 2000). Rauch et al., (2009) in their
meta-analysis study argued that corporate entrepreneurship-performance relationship
depends on the context in which the study is carried out. More importantly, the
construct of entrepreneurial orientation and its instrument for measuring
organizational-level entrepreneurship was developed and tested in developed
economies. Therefore, applying the construct and its measuring instrument to a
different economy or environment may perhaps produce a significantly different

result (Rauch et al., 2009).

Also, some scholars and researchers have proposed that the relationship between
corporate entrepreneurship and organizational performance is not direct but depends
on certain contingencies. From the perspective of contingency theory, they argued
that corporate entrepreneurship-performance relationship depends on organizational
and external environmental factors (moderators and mediators) such as organizational
structure, environmental dynamism and hostility, top management support,

organizational culture, reward systems, and organizational resources and
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competencies (Covin & Slevin, 1991; Kuratko, Ireland, & Hornsby, 2004; Lumpkin
& Dess, 1996; Mohamad, Ramayah, & Puspowarsito, 2011; Rutherford & Holt, 2007
Wiklund & Shepherd, 2005). Thus, it can be deduced that corporate entrepreneurship-

performance relationship is more complex than a simple direct relationship.

Additionally, some researchers have established empirically that continuous
engagement in entrepreneurial activities does not guarantee continuous superior
organizational performance. It is argued that entrepreneurial orientation-performance
relationship may be linear at some points, but that it will reach a point of saturation
where an increase in entrepreneurial orientation will no longer lead to greater
organizational performance, and consequently, entrepreneurial orientation-
performance relationship will assume a curvilinear shape (Tang, Tang, Marino,
Zhang, & Li, 2008; Tang & Tang, 2010). This happens, especially in emerging
economies like China, where business organizations with higher entrepreneurial
orientation suffer a lot of limitations in their environment for lack of organizational
formalization, experienced and knowledgeable managers, and institutional support

(Tang et al., 2008; Tang & Tang, 2010).

Furthermore, existing literature shows discrepancies even among the studies that
confirmed a positive and significant relationship between corporate entrepreneurship
and organizational performance (Karacaoglu ef al., 2012; Rauch et al., 2009). An in-
depth literature review reveals a considerable discrepancy in the magnitude of the
relationship between corporate entrepreneurship and organizational performance
which cannot be explained by sampling error only (Rauch er al., 2009). The
discrepancy is in the percentage of variance in organizational performance that is
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explained by corporate entrepreneurship. Presumably, the discrepancy may be due to
moderating variables which influenced the relationship (Rauch er al., 2009).
Consequently, it is suggested that future researchers should introduce moderators
(organizational and external environmental variables) in investigating corporate

entrepreneurship-performance relationship (Rauch et al., 2009).

Moreover, there are inconsistencies among the researchers who investigated corporate
entrepreneurship-performance relationship, resulting from different approaches
adopted in measuring corporate entrepreneurship behaviors of the organizations
studied (Covin & Wales, 2012; Yang et al., 2007). Some researchers adopted
entrepreneurial orientation in assessing entrepreneurial postures of the organizations
(Antoncic & Hisrich, 2004; Arief et al., 2013; Mohamad et al., 2011; Tang & Tang,
2010; Wiklund & Shepherd, 2005; Zahra, 1995; Zhang & Zhang, 2012) while others
adopted entrepreneurial management in assessing entrepreneurial behaviors of the
organizations (Izadin, Sarah, Jonathan, Kamariah, & Faisal, 2008). Some others
adopted both entrepreneurial orientation and entrepreneurial management (Gurbuz &
Aykol, 2009; Hameed & Ali, 2011). Those who adopted both entrepreneurial
orientation and entrepreneurial management argued that organizations will benefit
more for engaging in entrepreneurial activities while they are also entrepreneurial in

their styles of management (Gurbuz & Aykol, 2009).

Besides, even among the researchers who adopted entrepreneurial orientation in
assessing entrepreneurial behaviors of organizations, there is no agreement
concerning the number of dimensions that best gauge the entrepreneurial behavior of
an organization. For instance, Miller (1983)/Covin and Slevin (1989) and Lumpkin
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and Dess (1996) identified five dimensions of entrepreneurial orientation: autonomy,
risk-taking, innovativeness, proactiveness, and competitive aggressiveness (Covin &
Wales, 2012). However, it is noted that some researchers considered three of the
dimensions in their studies (Hameed & Ali, 2011; Mohamad et al., 2011; Tang &
Tang, 2010); others considered four dimensions (Awang et al, 2009.; Shamsuddin,
Othman, & Shahadan, 2012); and some others considered the five dimensions
(George, Wood & Khan, 2001; Karacaoglu et al., 2012). Some researchers also
considered dimensions such as new business creation and self renewal in assessing
corporate entrepreneurship of organizations (Antoncic & Hisrich, 2004; Yang et al.,

2007).

Therefore, considering the inconclusiveness and divergent arguments regarding the
relationship between corporate entrepreneurship and organizational performance as
pointed out in the preceding paragraphs, there is a need to further investigate the
relationship between corporate entrepreneurship and organizational performance.

Similarly, in the field of marketing, the relationship between market orientation and
organizational performance has been investigated considerably (Blankson & Cheng,
2005; Mahmoud, 2011; Pulendran, Speed, & Ii, 2003; Taghian & Shaw, 2001).
Marketing scholars have opined that organizations that engage more in market-
oriented activities perform better than those that engage less in market-oriented
activities (Farrell, Oczkowski, & Kharabsheh, 2008). Theoretically, it is also argued
that market-oriented activities lead to superior organizational performance (Jaworski
& Kohli, 1993; Narver & Slater, 1990). Nevertheless, extant empirical evidence
reveals inconsistencies concerning the relationship between market orientation and

organizational performance.
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On the one hand, some studies have affirmed a positive relationship between market
orientation and organizational performance (Barnabas & Mekoth, 2010; Charles, Joel,
& Samwel, 2012; Eris, Neczan, & Ozmen, 2012; Idar & Mahmood, 2011; Jyoti &
Sharma, 2013; Kara, Spillan, & DeShields, 2005; Kumar, Subramanian, & Yauger,
1998; Najaf, Shah, & Dubey, 2013; Narver & Slater, 1990; Ngai & Ellis, 1998;
Oudan, 2012; Slater & Narver, 1994, 2000). On the contrary, some other studies have
confirmed a negative relationship between market orientation and organizational
performance (Greenley, 1995; Harris, 2001; Jaworski & Kohli, 1993; Ngai & Ellis,
1998). The reason for the mixed findings could be attributed to the differences in the
context in which those studies were conducted, and possibly, the nature of the
organizations studied. For instance, it is argued that service-oriented organizations are
more market-oriented than manufacturing organizations (Cano, Carrillat, & Jaramillo,
2004). Thus, the impact of market-oriented activities on performance for service and
manufacturing organizations could be significantly different. It is also argued that the
impact of market orientation on performance depends on the instrument used in
measuring the organizations studied, whether MARKOR or MKTOR, and the types of
performance measures considered in the studies, whether objective or subjective

performance measures (Cano et al., 2004; Rojas-Méndez & Rod, 2013).

Furthermore, some marketing scholars and researchers have advanced that market
orientation-performance relationship is not direct but mediated and moderated by a
multiplicity of different factors within and outside the organization such as personnel
autonomy (Barnabas & Mekoth, 2010); customer loyalty and innovation (Maydeu-
Olivares & Lado, 2003); and market turbulence, technological turbulence, and
competitive intensity (Harris, 2001; Pulendran et al., 2003). This implies that market
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orientation-performance relationship could be better understood by considering other
related factors while testing the relationship. Besides, contingency theorists have
argued that there must be a proper fit among important variables for superior

performance to be achieved (Rauch et al., 2009).

In addition, some other researchers have argued that market orientation alone may not
have much impact on organizational performance without other organizational
orientations. Extant empirical evidence confirms that MO-performance relationship
depends on other organizational orientations such as entrepreneurial orientation
(Kwak, Jaju, Puzakova, & Rocereto, 2013), learning orientation (Farrell et al., 2008),
and innovation orientation (Agarwal, Erramilli, & Dev, 2003). For instance, learning
orientation is required for an organization to be market-oriented. This is because
market orientation entails gathering of information about the present and potential
customers and competitors. Also, a market-oriented organization needs to be
innovative and entrepreneurial for new and innovative products to be provided for the
customers. Thus, it can be concluded that market orientation will have greater impact

on organizational performance if it is combined with other organizational orientations.

Also, some researchers have established empirically that continuous investment in
market-oriented activities does not guarantee continuous improvement in
organizational performance (Dokic, Fitzgerald, & Sullivan, 2011). They found that
increased expenditure on market-oriented activities reduces profitability because it is
expensive for an organization to remain market-oriented (Dokic et al., 2011). Besides,
there are also controversies over which of the two popular instruments (MKTOR and

MARKOR) for measuring market orientation of an organization is better and has
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universal applicability (Cano et al., 2004; Farrell & Oczkowski, 1997; Kaur & Gupta,

2010; Rojas-Méndez & Rod, 2013).

Thus, in view of the controversies and varied views about market orientation-
performance relationship as discussed in the paragraphs above, there is a need to
further examine the relationship between market orientation and organizational

performance.

In the field of strategic management, empirical studies on the relationship between
strategic orientation (as a unidimensional construct) and organizational performance
are limited (Weinzimmer, Robin, & Michel, 2012). Most previous studies on strategic
orientation were focused on the relationship between different typologies of
organizational strategies and organizational performance. Nonetheless, findings from
the studies are mixed and unclear. For example, Miles and Snow (1978) identified
four typologies of organizational strategies: prospector, defender, analyzer, and
reactor; and proposed that prospector, defender, and analyzer strategies outperform
reactor strategy. It is noted that some studies confirmed that prospector, defender, and
analyzer organizations outperform reactor organizations, which is in conformity with
Miles and Snow’s proposition (Aragén-Sanchez & Sanchez-Marin, 2005; Conant,
Mokwa, & Varadarajan, 1990; Smith, Guthrie, & Chen, 1986). On the contrary, other
studies affirmed that reactor organizations outperform prospector, defender, and

analyzer organizations (Snow & Hrebiniak, 1980).

Furthermore, whereas some studies confirmed that prospector organizations perform
better than analyzer and defender organizations (Segev, 1987; Veliyath & Shortell,
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1993), other studies affirmed that analyzer organizations perform better than
prospector, defender, and reactor organizations (Pleshko & Nickerson, 2008). Some
other studies also found that defender organizations perform better than prospector
organizations (Hambrick, 1983). In addition, some strategic management scholars
have argued that the effectiveness of strategy typologies depend on industry type
(Snow & Hrebiniak, 1980), organizational size (Smith et al., 1986), organizational
culture (Storey & Hughes, 2013), organizational resources and capabilities (Basu &
Gupta, 2013; Desarbo, Benedetto, & Song, 2005; Sinkovics, 2004; Slater, Olson, &
Hult, 2006; Storey & Hughes, 2013), and external environment (Chung, Jung, Baek,

& Lee, 2008; Desarbo et al., 2005; Hambrick, 1983).

Therefore, considering a paucity of empirical study on the relationship between
strategic orientation (as a unidimensional construct) and organizational performance,
and the fact that there are inconsistencies concerning the relationship between
different strategy typologies and organizational performance as highlighted in the
paragraphs above, the relationship between strategic orientation and organizational

performance needs to be further studied.

Organizational culture, as an internal organizational variable, influences
organizational performance and effectiveness (Nazir & Lone, 2008). It has the
potency of influencing every aspect of organizational life (Rauch et al., 2009).
Organizational culture affects organizational behavior and posture in relation to
external environment (Rashid & Sambasivan, 2003; Sokro, 2012). Existing literature
confirms direct and indirect effects of organizational culture on organizational
performance (Chuang, Morgan, & Robson, 2012; Nazir & Lone, 2008; Sokro, 2012).
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Also, entrepreneurship, marketing, and strategic management scholars have argued
that for an organization to be entrepreneurially inclined, market-oriented, and
strategically positioned, appropriate and strong cultures are required (Chuang ef al.,
2012; Covin & Slevin, 1991; Ireland, Kuratko, & Morris, 2006; Narver & Slater,
1990; Rauch et al., 2009; Storey & Hughes, 2013). Besides, researchers have
postulated that entrepreneurial, learning, market, and adaptive cultures promote
entrepreneurial and market-oriented activities, and encourage strategies that are both
organizationally and environmentally friendly (Davidson, 2003; Rose, 2008).
Consequently, given that organizational culture influences organizational
performance, behaviors, and activities, there is a need to examine the mediating effect
of organizational culture on the relationship between other organizational variables

and organizational performance.

Today’s business environment is highly competitive (Farrell et al., 2008). External
environment exerts influence on organizational performance (Awang et al., 2009;
Mohamad et al., 2011; Rosenbusch et al., 2011; Wiklund & Shepherd, 2005). It poses
a lot of challenges or constraints to the achievement of organizational objectives. This
is because most business planning and decision making activities are contingent on
external environmental conditions (Sul, 2002). Past studies have investigated the
effect of external environment on organizational performance (directly and indirectly)
(Covin & Slevin, 1991; Garcia-Zamora, Gonzalez-Benito, & Muiioz-Gallego, 2013;
Gaur, Vasudevan, & Gaur, 2011; Goll & Rasheed, 1997; Jaworski & Kohli, 1993;
Sebigunda, 2013). Some studies confirmed a direct effect of external environment on
organizational performance (Sebigunda, 2013) while others affirmed an indirect or a

moderating effect of external environment on organizational performance (Gaur et al.,
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2011; Ting, Wang, & Wang, 2012). As a result, considering that most business
activities and decisions are dependent on external environmental conditions, there is a
need to examine the moderating effect of external environment on the relationship

between certain organizational variables and organizational performance.

The introduction of a moderator and a mediator becomes necessary considering the
inconclusiveness regarding the relationship between corporate entrepreneurship,
market orientation, strategic orientation, and organizational performance. It is argued
that moderators and mediators help to strengthen the nature of relationship between
independent and dependent variables, and also reduces misleading conclusions about
the relationship (Antoncic & Hisrich, 2004; Rauch et al., 2009; Wang, 2008; Wu &
Zumbo, 2007). Also, moderators and mediators help to clarify and further explain the
cause-and-effect relationship between an independent variable and a dependent
variable (Baron & Kenny, 1986; Hair, Hult, Ringle, & Sarstedt, 2014; Wu & Zumbo,
2007). Moreover, contingency theorists theorize that the relationship between two
variables depends on the third variable (Rauch et al., 2009). This means there must be
congruence among important variables for them to have positive impact on

organizational performance (Rauch et al., 2009).

In summary, whereas a lot of studies have investigated the direct relationship between
corporate  entrepreneurship, market orientation, strategic orientation, and
organizational performance; few studies have examined the moderating effect of
external environment on the relationship between corporate entrepreneurship, market
orientation, strategic orientation, and organizational performance. Nevertheless, there
is a paucity of study on the mediating effect of organizational culture of teamwork on
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the relationship between corporate entrepreneurship, market orientation, strategic

orientation, and organizational performance, a gap which this study narrows.

1.3 Research Questions

From the Problem Statement section, critical issues which bother on the relationship
between corporate entrepreneurship, market orientation, strategic orientation, and
organizational performance and the role of organizational culture and external
environment have been raised. In order to address the issues highlighted, the

following research questions are posed:

1. Isthere a positive relationship between:
a) Corporate entrepreneurship and organizational performance?
b) Market orientation and organizational performance?
c¢) Strategic orientation and organizational performance?

2. Does organizational culture mediate the relationship between:
a) Corporate entrepreneurship and organizational performance?
b) Market orientation and organizational performance?
c) Strategic orientation and organizational performance?

3. Does external environment moderate the relationship between:
a) Corporate entrepreneurship and organizational performance?
b) Market orientation and organizational performance?

c¢) Strategic orientation and organizational performance?
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1.4  Research Objectives

The objectives of this study are divided into two: the general objective and the

specific objectives.

1.4.1 General Objective

The general objective of this study is to examine the relationship between corporate
entrepreneurship, market orientation, strategic orientation, and performance of
commercial banks in Nigeria; and to examine the role of organizational culture as a

mediator and external environment as a moderator.

1.4.2 Specific Objectives

The specific objectives are as follows:

1. To determine whether there is a positive relationship between:
a) Corporate entrepreneurship and organizational performance.
b) Market orientation and organizational performance.
c) Strategic orientation and organizational performance.
2. To determine whether organizational culture mediates the relationship between:
a) Corporate entrepreneurship and organizational performance.
b) Market orientation and organizational performance.

c) Strategic orientation and organizational performance.
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3. To determine whether external environment moderates the relationship between:
a) Corporate entrepreneurship and organizational performance.
b) Market orientation and organizational performance.

¢) Strategic orientation and organizational performance.

1.5  Scope of Research

This research is centered on the relationship between corporate entrepreneurship,
market orientation, strategic orientation, and performance of commercial banks in
Nigeria; and the role of organizational culture as a mediator and external environment
as a moderator. Thus, the assessment of the banks is limited to the following aspects:
organizational culture, external environment, corporate entrepreneurship, market

orientation, strategic orientation, and organizational performance.

This study is conducted in the context of Nigeria’s banking sector. This is because the
banking sector is the most matured and organized sector compared to other sectors of
Nigeria’s economy. The Nigeria’s banking sector is classified into three: commercial
banks, merchant banks, and specialized banks (CBN, 2010). Precisely, this study
focuses on the commercial banks. It is presumed that commercial banks, given their
sizes, areas of coverage, customer base, and capital base, are likely to be more
entrepreneurial, market-oriented, and strategically positioned than other categories of
banks like micro finance banks, which are established to meet the financial needs of

customers within their localities.
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1.6  Significance of Research

This research has both practical and theoretical significance. The first beneficiary of
this research is the Nigerian banking industry, especially the commercial banks.
Banking industries in other countries as well as other industries would equally benefit.
Future researchers who would be interested in carrying out research on organizational
performance and its antecedents would find this thesis as a valuable reference
material. The findings of this study, no doubt, are practically significant to the banks
and bank managers. Banks and banks managers would learn from the findings of this
study that in this era of globalisation (aided by improvements in technology,
especially in the area of ICT), highly competitive and dynamic business environment;
the only way to remain successful and gain a competitive edge over competitors is to

be entrepreneurially inclined, market-oriented, and strategically positioned.

This study emphasizes the need for an organization to be bold in taking calculated
risks, to be innovative, and to be proactive, even in the face of competitive
environmental challenges. In addition, the findings of this study underscore the need
for an organization to be sensitive to customers’ needs and competitors’ strategies.
Also, this study demonstrates the need for strategic positioning in achieving optimum

performance (Chung et al, 2008).

Furthermore, this study has a lot of theoretical significance or contributions. This is
because when theories are proposed or developed, they are supposed to be tested in
order to ascertain their reliability, acceptability, and generalizabilty. The more they

are tested, the more refined, strengthened, and reliable they become; and the more
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refined, strengthened, and reliable they are, the more generally acceptable they
become. To the literature on the general field of entrepreneurship and specifically to
the body of knowledge on corporate entrepreneurship, this study validates previous
empirical findings on CE-performance relationships, and also enhances the universal
applicability and generalizabilty of the construct of entrepreneurial orientation and its

measuring instrument.

In addition, this study contributes to more understanding of the construct of market
orientation. It further validates previous findings on the relationship between market
orientation and organizational performance, and also enhances the generalizabilty and
applicability of the construct of market orientation. Specifically, this study adds
credence to the general applicability of the market orientation construct and the
measuring instrument developed by Narver and Slater (1990) popularly called
MKTOR (Farrell et al., 2008). Moreover, this study adds to the existing literature on
strategic management and organizational theory, by providing empirical evidence of
the positive relationship between strategic orientation and organizational
performance. It buttresses the existing knowledge on the need for organizations to be

strategically positioned.

Finally, the uniqueness of this study as shown in the research framework which
distinguishes it from previous studies on organizational performance, no doubt, shows
that it contributes to a body of knowledge in the area of business performance. In this
study, five variables viz. organizational culture, external environment, corporate
entrepreneurship, market orientation, and strategic orientation are integrated to impact

on organizational performance. Contingency theory is supported by this study, by

24



showing empirically that superior organizational performance does not depend on a
single factor but on a good number of factors or variables. This study demonstrates
empirically that it is the interplay of both organizational and environmental variables
(favourable or unfavourable) that determines the impact of strategic orientations on
organizational performance, and also determines the continued existence and superior
performance of an organization. This, no doubt, has some insightful theoretical and

practical implications.

1.7 Definition of Terms

For the purposes of clarity and easy understanding of this thesis by interested readers,

the following terms or phrases which are used repeatedly are defined:

1. Bank managers: These are people who have the responsibilities of overseeing or
piloting the affairs of the banks.

2. Commercial Bank: This is a financial institution which accepts funds from surplus
units in the form of deposits and makes same available to deficit units through its
lending activities (Mahmood, 2000).

3. Corporate entrepreneurship: This is defined as entrepreneurial activities within an
existing organization, which result in either creation of a business unit (similar or
different from the existing one) or innovative improvements in organizational
processes, products, systems, and administrative routines (Antoncic & Hisrich,
2004).

4. Entrepreneurial orientation: This is a construct that captures organizational-level

entrepreneurship or corporate entrepreneurship.
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External environment: This refers to forces or factors outside the organization,
which exert influence on organizational activities and performance.

Market orientation: This is defined as an organizational culture that is based on
providing better values for customers, which results in superior organizational
performance in terms of increased profitability and market share (Narver & Slater,
1990).

Organizational culture: This is defined as a set of basic assumptions, values,
norms, and principles shared by organization members, which guide their
behaviors, actions, decisions, and relationship to one another within the
organization and with people outside the organization (Ahmad, 2012; Macintosh
& Doherty, 2007).

Organizational performance: This is defined as the actual or notional outcomes
| (which may be financial or nonfinancial) of an organization.

Strategic orientation: This is defined as the strategic positioning or posture of an
organization relative to its competitors in the same or similar industry (Chung,

Jung, Baek & Lee 2008).

Organization of Thesis

Structurally, this thesis is divided into five chapters. Chapter One introduces the

whole thesis. It begins by providing background to this study. It goes further to state

the specific problems which this study addresses, pointing out gaps in the literature.

Research questions and objectives are formulated in this chapter. This chapter also

defines and highlights the scope and the significance of this study respectively, and
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provides definitions for specific terms that are used repeatedly in this thesis for the

purposes of clarity.

Chapter Two reviews relevant literature to this study. Specifically, it reviews relevant
literature (both conceptual and empirical) on: organizational performance, corporate
entrepreneurship, market orientation, strategic orientation, organizational culture, and
external environment. Also, from the review and discussions of previous studies,
testable hypotheses are developed in this chapter. The theories underpinning this
study are discussed, and the research framework for this study is presented and

explained in this chapter.

Chapter Three discusses the approach, strategy, and techniques employed in carrying
out this study. It starts by explaining research philosophy and different research
philosophies, indicating the research philosophy which guides this study. It goes
further to explain research design and different types of research design, pointing out
the type of research design adopted for this study. It also states the population and the
sample size of this study, and the sampling techniques adopted. This chapter
operationalizes the variables examined in this study. Procedures and techniques for

data collection and analyses are also discussed in this chapter.

Chapter Four presents and describes results of data analyses. Also, research

hypotheses are tested and evaluated, and research questions are answered in this

chapter.
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Chapter Five summarizes and concludes this thesis. It also discusses the findings of
this study and highlights the implications of the findings of this study for the banks,

bank managers, and future researches.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter reviews relevant literature (both conceptual and empirical) on:
organizational performance, corporate entrepreneurship, market orientation, strategic
orientation, organizational culture, and external environment. More precisely, Section
2.2 reviews organizational performance and its operationalization. Section 2.3
discusses entrepreneurship and reviews corporate entrepreneurship and its
operationalization whereas Section 2.4 explains marketing and reviews market
orientation and its operationalization. Section 2.5 discusses strategy and reviews
strategic orientation and its operationalization while Section 2.6 reviews
organizational culture and its operationalization. Section 2.7 reviews external
environment and its operationalization whereas Section 2.8 explains the theories
underpinning this study. Section 2.9 presents and explains the research framework for

this study, and finally, Section 2.10 summarizes and concludes the chapter.

2.2 Organizational Performance

2.2.1 What is Organizational Performance?

Organizational performance has been a subject of research to researchers over the
years (Daud, Remli, & Muhammad, 2013; Kennerley & Neely, 2003). However,

despite the attraction the concept of organizational performance has “enjoyed”,
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researchers still find it difficult to define and measure (Murphy, Trailer, & Hill, 1996;
Odumeru, 2013). Some researchers look at organizational performance from the
perspective of values an organization creates for many stakeholders while others look
at it from the perspective of the achievement of stated organizational goals (Carton,
2004). Besides, several theories have been developed to explain organizational
performance. One of such theories is stakeholder’s theory, which explains

performance in terms of returns on shareholders’ capital (Odumeru, 2013).

Organizational performance means different things to different scholars and different
organizations. This could be because of different interpretations that are given to what
is regarded as successful or effective performance (Carton, 2004). Another
contributing factor is the fact that organizations adopt different measurements in
assessing their performances. Performance measures are indicators of business
organizational success (Kennerley & Neely, 2003). Therefore, organizational
performance is defined as the actual or notional outcomes (which may be financial or

non-financial) of an organization.

2.2.2 Operationalization of Organizational Performance

Organizational performance is a multidimensional construct, and there are different
ways it can be measured (Daud ef al., 2013; Murphy et al., 1996; Rauch et al., 2009;
Stam & Elfring, 2008). Different approaches have been used by researchers to
measure organizational performance, and different classifications have been given to
different performance measures, depending on how they are arrived at (Rauch et al.,

2009). Organizational performance measures can be classified as financial and non-
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financial performance measures (Keh, Nguyen, & Ng, 2007; Rauch et al., 2009).
Financial measures can further be classified as self-reported financial measures and
archival financial performance measures (Rauch ef al., 2009). Self-reported financial
performance measures are called subjective measures whereas archival financial
performance measures are called objective measures (Keh ez al., 2007). It is argued
that objective financial performance measures are not adequate in explaining the
overall effectiveness of an organization, even though they are necessary measures

(Murphy ef al., 1996).

The above classifications of organizational performance depend on the sources of data
for measuring performance, which may be archival or non-archival (Murphy et al.,
1996). Majorly, there are two sources of data for measuring performance, primary and
secondary sources (Murphy et al., 1996). The primary data are gathered through self-
reported informants or respondents. They are based on the perception of performance
by the respondents, and they are said to be non-archival because they are not gotten
from organizational records (Keh ef al., 2007). The secondary data are gotten from
archival or organizational records such as financial statements, and they are said to be
objective. Although, researchers have argued that even the objective measures also
have some elements of subjectivity, as organizations may not report exactly their
actual financial position (Cano et al., 2004; Murphy et al., 1996). Both objective and
subjective performance measures have their strengths and weaknesses, but extant
literature reveals that they do not lead to significantly different results (Rauch et al.,
2009). For example, self-reported sources provide opportunities to test many
dimensions of performance (Rauch et al., 2009). Though such measures have been

criticized on the grounds that the respondents may be biased because of social
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desirability and memory decay (Rauch et al., 2009). On the other hand, archival data
are also not easy to obtain, as many organizations do not want to disclose such

information (Rauch ef al., 2009).

Different performance measures have been considered by different researchers in
capturing the performance of an organization. Examples of these measures include
efficiency, profitability, growth, liquidity, leverage, and market share (Carton, 2004).
They are measured either in absolute terms or in relative terms. Efficiency measures
how well an organization utilizes its available resources (Carton, 2004). Measures
used in determining the efficiency of an organization include ROI, ROE, ROA, and
return on net worth (Carton, 2004). Profitability is measured on the following bases
such as return on sales, net profit margin, gross profit margin, and pretax profit
(Carton, 2004). Growth is measured in terms of sales growth, employee growth,
market share growth, total asset growth, and change in net income margin (Carton,
2004). Liquidity measures the ability of an organization to meet its current financial
obligations, and it is measured in terms of sales level, cash flow level, current ratio,
quick ratio, total asset turnover, and ability to fund growth (Carton, 2004). Leverage
measures the ratio of debt to equity and the ratio of debt to assets while market share
measures the position of an organization in an industry relative to other competitors

based on its product sales.

The non-financial performance measures are based on organizational stakeholders’
perception of the overall performance of an organization. It is based on the
stakeholders’ satisfaction with the overall organizational performance. Examples of

nonperformance measures include customer satisfaction, employee satisfaction,
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shareholder satisfaction, service quality, and perceived overall organizational
performance. These are sometimes called judgmental measures (Agarwal er al.,

2003).

Since organizational performance is adjudged to be a multidimensional construct and
there is no one measure that sufficiently reflects the performance dimension, it is
suggested that researchers should regard performance as a multidimensional
construct, and hence, consider multiple performance measures (Murphy ef al., 1996).
However, it may not be possible to consider all performance dimensions in a single

research.

2.3  Entrepreneurship and Corporate Entrepreneurship

For better understanding of what constitutes entrepreneurship and corporate
entrepreneurship, how they evolved, and the implications of entrepreneurial activities
on organizational performance; this section discusses, among other things, the
evolution of entrepreneurship and corporate entrepreneurship, entrepreneurial
orientation and entrepreneurial ~management, antecedents to corporate

entrepreneurship, and empirical studies on CE-performance relationship.

2.3.1 Whatis Entrepreneurship?

Entrepreneurship is one of the important and distinguishing features of successful
organizations, whether profit or not-for-profit organizations (Lumpkin & Dess, 1996).

Existing literature shows that entrepreneurial activities are a source of revitalization to
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existing organizations (Lumpkin & Dess, 1996). Also, entrepreneurship is the driving
force that propels the growth and development of an economy (Acs, Audretsch,
Braunerhjelm, & Carlsson, 2011; Acs, Desai, & Hessels, 2008; Lumpkin & Dess,
1996; Montoro-Sanchez & Soriano, 2011). As a concept, entrepreneurship has
evolved more than 200 years ago. Its origin and advancement is traceable to Richard
Cantillon (1725), Jean Baptiste Say (1803) and Joseph Schumpeter (1934) (Kuratko,
2009). These people (although are economists by profession) have contributed in no
small measure to the evolvement and development of entrepreneurship as a concept.
They have described the terms entrepreneurship and entfrepreneur in one way or the

other.

Richard Cantillon is the one who acknowledges the significant role of an entrepreneur
in the society. Cantillon sees an entrepreneur as an uncertainty bearer, that is, the one
who invests a definite amount without knowing the income that will be generated
from the investment. He concludes that entrepreneurial behavior is associated with
some level of uncertainty. Also, Jean Baptiste Say is the first person who emphasizes
the managerial role of an entrepreneur. He argues that within an established
organization, entrepreneurs are present. These entrepreneurs within existing
organizations are called intrapreneurs. He describes an entrepreneur as an agent of
economic development who creates value for individuals and society from a
combination of available resources. He concludes that the profit of an entrepreneur is

different from the profit of the one that supplies funds.

Furthermore, Joseph Schumpeter describes entrepreneurship as a “creative

destruction” of an “existing order” which results in a “new order”. To him,

34



entrepreneurship is associated with the word “newness”. He describes an entrepreneur
as one who carries out new combination of resources (factors of production), which
leads to creation of new products or services, new processes, new markets, new
sources of supply, and new forms or designs of organization. This means an
entrepreneur is one who creatively destructs and innovates. He links entrepreneurship

to innovation (Barringer & Bluedorn, 1999).

Originally, entrepreneurship as a career was not appreciated, ler alone being
recognized and studied as an academic discipline. People who ventured into
businesses were regarded as those who could not go to college to study or people who
were disengaged from organizations. In other words, they were described as those
who were academically and socially unfit (Kuratko, 2009). Because of this perception
that was held about entrepreneurship, there was no documented research findings
specifically on entrepreneurship (Kuratko, 2009). Historically, entrepreneurship was
taken to be part of economics. This may be because early scholars that contributed to
the evolvement and development of entrepreneurship were mainly economists. The
emergence and development of entrepreneurship as an academic field of study can be
credited to some individuals such as Arnold C. Cooper (Purdue University), Karl A.
Vesper (University of Washington), Robert C. Ronstadt (Babson College), Donald L.
Sexton (Ohio State University), and Howard H. Stevenson (Harvard University) who
examined entrepreneurship from a research perspective (Kuratko, 2009). These
people were the pioneering researchers in the early stage of entrepreneurship. Today,
entrepreneurship is regarded as an academic field of pursuit, and it is being offered at
both undergraduate and postgraduate levels by many universities worldwide. Also,

many academic journals like Entrepreneurship Theory and Practice and Journal of
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Business Venturing have been dedicated to entrepreneurship research findings

(Kuratko, 2009).

Despite the evolvement of the concept and the field of entrepreneurship decades ago,
it still defies universally acceptable definition (Izadin ef al., 2008; Kraus, Rigtering,
Hughes, & Hosman, 2011). The term entrepreneurship has been described from
various perspectives or approaches by different scholars, and it has received plethora
of definitions. Scholars and researchers look at the term entrepreneurship from
different perspectives. Prominent among the perspectives are trait/psychological
approach or perspective to entrepreneurship and behavioral approach or perspective to

entrepreneurship.

The trait or psychological approach to entrepreneurship looks at entrepreneurship
from the perspective of entrepreneur as a person or as an individual. An entrepreneur
is said to be a personality type (Gartner, 1989). The basic questions that this approach
addresses are: Who is an entrepreneur? And what are his or her characteristics? The
proponents of this approach posit that an entrepreneur possesses in-born qualities that
cannot be found in a non-entrepreneur. Examples of such in-born qualities include:
internal locus of control; risk-taking propensity; creativity and innovativeness; need
for power, affiliation, autonomy, independence, and achievement; decision and
communication abilities; commitment and dedication; initiative, drive, and
enthusiasm; visionary; and tolerance for ambiguity and uncertainty (Lliang & Dunn,
2008; Okhomina, 2010; Sebahattin, 2012). This approach has been criticized on the
grounds that these traits cannot be scientifically measured, and it is not possible for

one person to possess all the traits. Besides, the number of traits that qualify a person
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to become an entrepreneur cannot be determined. Another strong criticism levelled
against this approach is based on the argument that certain entrepreneurial traits
mentioned above can be taught and acquired through education and training
programme. Some of the proponents of this approach include McClelland, Budner,

Brockhaus, Winter, Schumpeter, among others.

The criticisms levelled against the trait approach led to the behavioral perspective. For
better understanding of this approach, the features that differentiate the two
approaches are discussed. While the trait approach focuses on entrepreneur as a
person, behavioral approach focuses on organization or enterprise which results from
entrepreneurial effort (Gartner, 1989). The emphasis is on the process of creating a
new enterprise. Entrepreneurship is, therefore, viewed from the role that an
entrepreneur plays in the birth of a new enterprise (Gartner, 1989; Okhomina, 2010).
For behavioral approach, the unit of analysis is organization while the unit of analysis
for trait approach is individual. The personal attributes of an entrepreneur is
secondary to the behaviors exhibited during the entrepreneurship process, and an
entrepreneur is part of the process (Covin & Slevin, 1991). Besides, behaviors are
measurable whereas it is difficult to measure attributes (Covin & Slevin, 1991). The
proponents of behavioral approach are Gartner, Bird and Starr; Covin and Slevin;

Stevenson and Jarillo; and Chell, Hawworth, and Brearley.

Defining the term entrepreneurship is not an easy task. This is because it defies a
universally acceptable definition (Brown, Davidsson, & Wiklund, 2001; Izadin et al.,
2008; Lumpkin & Dess, 1996). It is defined from different perspectives such as
economics, management, sociology, and psychology. But since the focus of this study
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is not to clarify the concept of entrepreneurship in terms of definition, few definitions
given by different scholars are only highlighted as contained in Kuratko (2009).
Schumpeter defines entrepreneurship as the process of doing something that
ordinarily would not have been done in the course of business routine or management.
Shapero says entrepreneurship consists of initiative taking, organization of resources,
and acceptance of risk of failure in expioring and exploiting business opportunities
while Ronstadt sees entrepreneurship as a dynamic process by which wealth is
created. Kuratko (2009) summarized the definition of entrepreneurship by integrating

critical factors as follows:

“Entrepreneurship is a dynamic process of vision, change and
creation. It requires an application of energy and passion toward the
creation and implementation of new ideas and creative solutions.
Essential ingredients include the willingness to take calculated risks-in
terms of time, equity, or career; the ability to formulate an effective
venture team; the creative skill to marshal needed resources; the
fundamental skill of building a solid business plan; and, finally, the
vision to recognize opportunity where others see chaos, contradiction,
and confusion” (p.5).

A review of the definitions of entrepreneurship given by different authors reveals
some intersections among them. The common elements include: creation or birth of a
new enterprise, risk-taking and uncertainty, creativity and innovativeness, managing
the resulting enterprise, intention to grow an existing enterprise, opportunity seeking
or exploration and exploitation, initiative, wealth creation or increase, profit motive,

and value creation.

Decades ago, the study of entrepreneurship was focused on individual level of

entrepreneurship. Several studies have been conducted on individual entrepreneurial
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behaviors, traits, and mindsets (Kuratko, 2009). Researches were conducted to
identify traits or characteristics that distinguish entrepreneurs from non-entrepreneurs,
and also to ascertain what motivates individuals to go into businesses or choose
entrepreneurship as a career (Kuratko, 2009). However, entrepreneurship is not
limited to individuals only (Mohamad et al., 2011; Olakitan & Charles, 2012).
Entrepreneurship is also associated with existing organizations (Brown et al., 2001).
Just as it is possible for individuals to behave entrepreneurially, organizations can
equally behave entrepreneurially, by being creative and innovative in their activities,
processes, and practices. Innovative or entrepreneurial activities revitalize existing
organizations as well as lead to greater organizational performance (Antoncic &

Hisrich, 2004; Olakitan & Charles, 2012).

Recently, the study of entrepreneurship has shifted from individual level to
organizational level of entrepreneurship. Entrepreneurship scholars have used various
terms or phrases to describe entrepreneurship within an existing organization. These
terms or phrases include: intrapreneurship, intrapreneuring, corporate venturing,
strategic renewal, entrepreneurial orientation, internal corporate entrepreneurship,
intra-corporate  entrepreneurship, entrepreneurial strategy making, firm-level
entrepreneurial posture, and corporate entrepreneurship (Antoncic & Hisrich, 2004;
Covin & Miles, 1999; Dess & Lumpkin, 2005; Stopford & Baden-Fuller, 1994; Wang

& Zhang, 2009).

39



2.3.2 What is Corporate Entrepreneurship (CE)?

In this 21* century where business organizations are competing globally, there is a
need for them to behave or act entrepreneurially in order to flourish and gain a
competitive edge in the ever dynamic and highly competitive business environments.
Corporate entrepreneurship is a source of revitalizing existing business organizations
(Nkosi, 2011; Zahra & Covin, 1995). Business organizations must continually
innovate for continued existence and in order to outperform their rivals in the global
markets. Thus, it is either they innovate or they become outmoded (Kuratko, 2009;
Madhoushi, Sadati, & Delavari, 2011). Like its parent field (entrepreneurship),
corporate entrepreneurship is one concept that has received much attention and a lot
of definitions from entrepreneurship scholars and researchers, even though there is no
universally acceptable definition (Rutherford & Holt, 2007; Wetenschappen, 2006;

Yang, Li-Hua, Zhang, & Wang, 2007).

Corporate entrepreneurship is defined as a process by which individuals or groups
within existing organizations through their creative and innovative effort create new
business or initiate strategic revitalization (Sharma & Chrisman, 1999). It is also
defined as a process whereby individuals or a team of individuals in organizations
explore and exploit opportunities without recourse to available organizational
resources (Ireland et al., 2006). According to Ling et al (2008), corporate
entrepreneurship refers to innovation, renewal, and venturing effort of an organization
(Kuratko, Morris, & Covin, 2011). Zahra et al (2000) also define corporate
entrepreneurship as the activities within established organizations which are aimed at

creating a new business inside the organization (Kuratko et al., 2011).
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A careful synthesis of the definitions of corporate entrepreneurship given by different
authors reveals that corporate entrepreneurial activities encompass innovation
(process and product), strategic renewal, corporate venturing, proactiveness,
competitive aggressiveness, and risk-taking (Antoncic & Hisrich, 2004; Wang &
Zhang, 2009). Innovation involves introducing something new (products or services)
into the mafket whereas strategic renewal entails undertaking major improvements to
existing products or services, processes, and administrative practices. Corporate
venturing refers to creation of new business (within or outside) existing organizations
through entrepreneurial efforts while proactiveness describes a situation where
organizations anticipate opportunities in the marketplace and marshal out resources
for their exploitation (Lumpkin & Dess, 1996). Competitive aggressiveness is the
willingness of an organization to change its methods of competing in the marketplace
rather than relying on the old ones (Lumpkin & Dess, 1996) whereas risk-taking
means committing a huge amount of resources to a project or venture without having
an assurance of success. To put it succinctly, corporate entrepreneurial activities lead
to either creation of a new business or innovative improvements in certain features of

the organization (Antoncic & Hisrich, 2004; Wang & Zhang, 2009).

Although the concept of entrepreneurship has existed decades ago, but
conceptualizing and operationalizing it has been a herculean task to entrepreneurship
scholars. Numerous typologies have been advanced by entrepreneurship scholars to
explain different perspectives of the concept of entrepreneurship. But despite the
typologies developed to describe entrepreneurship, there are still inconsistencies
among entrepreneurship scholars as to what constitutes entrepreneurship and the

various dimensions of organizational entrepreneurial process, and this accounts for
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why up till now there is no strong, reliable, and testable theory of entrepreneurship
(Lumpkin & Dess, 1996). All effort made to operationalize the concept of
entrepreneurship end up describing the entrepreneurship process (Lumpkin & Dess,
1996). That is, the process that leads to creation of a new firm or strategic
rejuvenation of existing organizations (Dess & Lumpkin, 2005; Lumpkin & Dess,
1996). Nevertheless, entrepreneurship scholars have made appreciable effort in
conceptualizing and operationalizing the concept of entrepreneurship at organizational
level, even though they end up describing entrepreneurial processes within existing
organizations (Lumpkin & Dess, 1996). The result of their effort is what brings about

entrepreneurial orientation and entrepreneurial management today.

2.3.3 Entrepreneurial Orientation and Entrepreneurial Management

Entrepreneurial orientation and entrepreneurial management are the two leading
constructs that explain the entrepreneurship process in existing organizations (Gurbuz
& Aykol, 2009; Hameed & Ali, 2011). They define entrepreneurial posture or

behavior of an existing organization.

1. Entrepreneurial Orientation (EO)

Entrepreneurial orientation describes the extent of entrepreneurial activities that an
organization undertakes (Covin & Wales, 2012). It is the driving force that explains
how entrepreneurial an organization behaves (Lumpkin & Dess, 1996). Many scholars
have described entrepreneurship as the process of starting (creating) a new business
(enterprise) (Lumpkin & Dess, 1996). This definition seems to be in line with
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behavioral approach to entrepreneurship, which emphasizes entrepreneurship process
that leads to creation of an enterprise, and entrepreneurial orientation describes the
entrepreneurial process. Entrepreneurial orientation defines the entrepreneurial
behavior of an organization as reflected in its strategies, activities, processes, and
practices (Lumpkin & Dess, 1996). EO can be described as a unidimensional
construct as well as a multidimensional construct (Covin & Wales, 2012). The
assumption is that EO is a continuous variable, which implies that all business
organizations exhibit one form of EO or the other, depending on where they fall on
the continuum (Covin & Wales, 2012). It applies to all organizations irrespective of
their sizes (small or large), status (private or public), and nature (profit or not-for-
profit) (Antoncic & Hisrich, 2004; Brown et al., 2001; Covin & Wales, 2012).
Different authors have defined the concept or construct of EO in various ways. Table

2.1 summarizes definitions of EO by different authors in the past.
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Table 2.1
Definitions of Entrepreneurial Orientation (EO)

Author(s) Year Definition of Entrepreneurial Orientation (EO)

Mintzberg 1973 Defines an entrepreneurial firm as one that actively
searches for new opportunities and takes bold steps in
exploring the opportunities in the face of environmental
uncertainties.

Miller & 1982 Sees an entrepreneurial firm as one that innovates boldly

Friesen and regularly while taking calculated risks in
implementing its strategies.

Miller 1983 Defines an entrepreneurial organization as one that

innovates, takes risks and engages in proactive behaviors
in competing with rivals.

Covin & 1998 Define entrepreneurial firms as those whose management

Slevin styles are entrepreneurial as reflected in their operating
philosophies and strategic decisions.

Lumpkin & 1996 Define EO as organizational processes, activities, and

Dess practices that lead to new entry as reflected by one or a

combination of the following: autonomy, innovativeness,
risk taking, proactiveness, and competitive aggressiveness.

Avlonitis & 2007 EO reflects a managerial ability where firms take proactive
Salavou and aggressive steps in order to change the exiting
competition landscape to their advantage.

Cools & 2007/2008 Define EO as an organization’s management style which

Van den involves risk taking, proactiveness, and innovativeness.

Broeck

Pearce, 2010 Define EO as a set of different but similar behaviors which

Fritz & possess the qualities of autonomy, risk taking,

Davis proactiveness, innovativeness, and competitive
aggressiveness.

Source: Covin and Wales (2012). The Measurement of Entrepreneurial Orientation,
Entrepreneurship Theory and Practice, p. 679

The definition of entrepreneurial orientation given by Miller (1983) is conceptualized
and operationalized by Covin and Slevin in 1989 (Lumpkin & Dess, 1996). Covin and
Slevin identified EO as a three dimensional construct, which consists of
innovativeness, proactiveness, and risk-taking (Abebe, 2014; Brown et al., 2001;
Covin & Wales, 2012; Lumpkin & Dess, 1996; Wong, 2014). Lumpkin and Dess
(1996) in their study identified additional two dimensions: autonomy and competitive

aggressiveness, thereby bringing the dimensions of EO to five. Thus, EO of an
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organization consists of innovativeness, proactiveness, risk taking, autonomy, and
competitive aggressiveness (Covin & Wales, 2012; Lumpkin & Dess, 1996).
Lumpkin and Dess posit that the five dimensions of EO are important in describing
the entrepreneurial process of an organization. For the purposes of clarity, Miller and
Covin & Slevin conceptualized and operationalized EO as a unidimensional construct
with three sub-dimensions which covary while Lumpkin and Dess see EO as a
multidimensional construct (Covin & Wales, 2012). Contrary to Miller’s proposition,
Lumpkin and Dess argue that the dimensions of EO do not need to covary, and that no
one among the dimensions should be said to be stronger than the other in determining
the EO of an organization (Covin & Wales, 2012). They further argue that the
dimensions of EO vary independently with organizational performance and also
dependent on how supportive organizational and environmental factors are in their
interactions with performance (Covin & Wales, 2012). It implies that the impact of
EO on organizational performance is contingent on how favourable or unfavourable
organizational and external environmental factors are. Below are the explanations of

the dimensions of EO:

i. Autonomy

Creative and innovative ideas come from people (Covin & Wales, 2012; Rutherford
& Holt, 2007). In existing business organizations, it is the creative and innovative
ideas of employees that translate into organizational entrepreneurial and innovative
behaviors (Hameed & Ali, 2011; Olakitan & Charles, 2012; Rutherford & Holt,
2007). Corporate entrepreneurship is all about the roles of entrepreneurs (usually

referred to as intrapreneurs) within an existing organization which translate into
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organizational level of entrepreneurship (Jones, 2005; Rutherford & Holt, 2007). As
one of the characteristics of the entrepreneurial process of an organization, autonomy
presumes that if creative and innovative ideas come from the people (the employees),
therefore, these individuals or groups within the organization should be given room to
bring their creative and innovative ideas to bear without being obstructed by
protocols, policies, structures, and bureaucratic procedures (Lumpkin & Dess, 1996).
Autonomy means allowing individuals or group of individuals within the organization
to independently bring into realization their innovative ideas or vision (Lumpkin &

Dess, 1996).

In order to promote entrepreneurial activities, organizations must make changes to
existing structural arrangements that may impede individuals or groups from taking
initiatives in exploring and exploiting identified opportunities. The extent of
autonomy granted to individuals or groups depends on the level of centralization and
the extent of delegation of authority that exist in the organization. Research findings
show that flexibility of organizational structure allows easy adaptation to situational
forces, and determines how entrepreneurial an organization could be (Bhardwaj &
Momaya, 2006; Covin & Slevin, 1991; Ireland ef al., 2006; Lassen, Gertsen, & Riis,

2006; Lau, Chan, Tai, & Ng, 2010).

ii. Innovativeness

Creativity and innovativeness are very important when describing individual or
organizational entrepreneurial behavior. They are important characteristics that

distinguish entrepreneurs from non-entrepreneurs (Olakitan & Charles, 2012).
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Creative thinking that results in new ideas precedes innovativeness, and innovative
acts bring creative ideas into realities. Therefore, innovation plays a significant role in
the exploration and exploitation of opportunities (Covin & Wales, 2012). The term
innovation was first mentioned by Joseph Schumpeter in 1942 when he described an
economic process as a “creative destruction”, which disrupts the existing markets in
order to create a new one (Barringer & Bluedorn, 1999; Covin & Wales, 2012; A.
Sharma & Dave, 2011). It also means shifting resources away from existing

organization in order to cause a new organization to grow.

According to Schumpeter, innovative acts should lead to new products, processes,
markets, sources of supply, and new forms of organization (Olakitan & Charles,
2012). Innovation can be classified in different ways: We have product-market and
technological innovation (Covin & Wales, 2012). Product-market innovation could
mean taking entirely new product into a new market or taking an existing product into
an entirely new market. Technological innovation, on the other hand, could mean
inventing an entirely new technology or making some significant improvements to
existing technology. Innovation can also be classified into radical and incremental
innovation (Lassen et al., 2006). Radical innovation means a total breakthrough, a
break away from the traditional way or method to entirely new way or method while
incremental innovation represents making strategic improvements to existing products

or processes (Lassen et al., 2006).

Appreciable effort has been made to measure organization’s innovative efforts. Some
researchers said the total amount of money made available to and expended by R&D

determines whether an organization is innovative or not (Covin & Wales, 2012).
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Others also said that the quality of human resource of the organization shows whether
the organization is innovative or not (Covin & Wales, 2012). Their argument is that
the more specialists or experts an organization has, the more entrepreneurial the
organization becomes (Covin & Wales, 2012). Existing literature confirms a positive
and significant relationship between innovation and organizational performance
(Barringer & Bluedorn, 1999; Covin & Wales, 2012; Kuratko, Ireland, & Hornsby,
2004; Lassen et al., 2006; Lassen & Nielsen, 2009; Odumeru, 2013; Olakitan &

Charles, 2012; Rutherford & Holt, 2007).

iii.  Risk-Taking

Entrepreneurship scholars describe an entrepreneur as one who takes calculated risks
(Olakitan & Charles, 2012). It is Richard Cantillon who first mentions risk-taking as
one of the key features of entrepreneurship (Lumpkin & Dess, 1996). He argues that
risk-taking is one of the things that distinguish entrepreneurs from non-entrepreneurs
(Lumpkin & Dess, 1996). The term risk has been variously defined. It means going
into a venture where probability of success is not guaranteed (Lumpkin & Dess,
1996). It also means committing a huge amount of resources to a project or venture
without having an assurance of success. It is the willingness to commit resources to a
venture which is not certain whether profit will be made or not that defines risk-taking

(Lumpkin & Dess, 1996).

Entrepreneurial organizations are usually described as risk-takers or -bearers. Such
organizations commit, and can even borrow, a huge amount of resources for the
purposes of exploring and exploiting market opportunities (Lumpkin & Dess, 1996).
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All businesses, small or large, new or old, take one form of risk or the other. There is
no business that does not take risk, as there is nothing like “completely no risk”
(Lumpkin & Dess, 1996). Measuring risk has been a difficult task to many
researchers. Various terms have been used to describe risk behavior of an
organization. These include: risk propensity, risk preference, and risk perception
( Lumpkin & Dess, 1996; Olakitan & Charles, 2012). The more risk an organization
takes, the more entrepreneurial the organization becomes (Lumpkin & Dess, 1996;
Olakitan & Charles, 2012). Existing literature shows that risk-taking is related to

organizational performance (Hameed & Ali, 2011; Olakitan & Charles, 2012).

iv.  Proactiveness

This is also considered as one important feature of entrepreneurship. Entrepreneurship-
is concerned with identification and exploitation of opportunities (Olakitan & Charles,
2012). Proactiveness describes a situation where organizations anticipate
opportunities in the marketplace and marshal out resources for their exploitation
(Lumpkin & Dess, 1996). For an organization to be proactive, it must have a foresight
to be able spot future opportunities and be prepared to exploit the opportunities before
other organizations notice the presence of the opportunities (Lumpkin & Dess, 1996).
To be proactive is to be forward-looking (Jalali, 2012). It is being able to anticipate
future needs and taking actions to exploit the opportunities, by being the first or
among the first organizations to introduce products or services that will satisfy the
needs. A proactive organization is a leader and not a follower. This is because a
proactive organization has the ability to foresee and seize future opportunities
(Olakitan & Charles, 2012). Entrepreneurship entails having an ability to see
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opportunity where others see none (Olakitan & Charles, 2012). Available research
findings show that proactiveness is related to organizational performance ( Lumpkin

& Dess, 1996).

v.  Competitive Aggressiveness

Competitive aggressiveness is one of the characteristics of young firms or new entry
firms; old organizations can equally be competitively aggressive. It is germane for the
survival and success of business organizations, especially in a highly competitive
business environment. Competitive aggressiveness as one of the characteristics of
entrepreneurship stems from the desire of an organization to outshine others in the
marketplace (Lumpkin & Dess, 1996). Competitive aggressiveness is the willingness
of an organization to change its methods of competing in the marketplace rather than
relying on the old ones (Lumpkin & Dess, 1996). It refers to the use of different
tactics or strategies to outperform competitors in the marketplace and gain a
competitive edge over them (Lumpkin & Dess, 1996). Some organizations achieve
this by identifying weaknesses in the products of their competitors, and therefore,
launch a superior product with superior value for customers (Lumpkin & Dess, 1996).
Previous studies reveal that competitive aggressiveness is related to organizational

performance (Lumpkin & Dess, 1996).

2. Entrepreneurial Management (EM)

The term entrepreneurship is usually defined as the creation of a new business
organization (Stevenson & Jarillo, 1990; Thornberry, 2001) while the term corporate
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entrepreneurship has been described as entrepreneurial activities within an existing
business organization (Stevenson & Jarillo, 1990; Thornberry, 2003). Considering the
above definitions of entrepreneurship and corporate entrepreneurship, one may be
tempted to say that the two concepts are opposite (Phan, Wright, Ucbasaran, & Tan,
2009; Thornberry, 2001). The definition of entrepreneurship puts it outside the
mainstream of corporate management, as if existing organizations are not involved in
entrepreneurial processes. Thus, in order to establish a link between the two concepts,
Stevenson and Jarillo (1990) examined the definitions of entrepreneurship that

support the connection of entrepreneurship and corporate entrepreneurship.

From the review of the definitions of entrepreneurship given by different authors, and
in order to link the two concepts, they define entrepreneurship as a process whereby
individuals either within or outside existing organizations explore and exploit
opportunities without recourse to the resources they possess and control (Stevenson &
Jarillo, 1990). Based on this proposed definition of entrepreneurship, they look at
corporate entrepreneurship not only as corporate venturing but also as the ability of an
existing organization to act or behave entrepreneurially (Stevenson & Jarillo, 1990).
Therefore, entrepreneurial management is defined as the ability of an existing
organization to act or behave entrepreneurially in exploring and exploiting
opportunities without recourse to available organizational resources (Stevenson &
Jarillo, 1990). This means entrepreneurial management is management practices that
are opportunity-based rather than resource-based as postulated by some researchers

(Hameed & Ali, 2011).
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The concept of entrepreneurial management is operationalized by Brown et al (2001).
Based on the conceptualization of EM by Stevenson and Jarillo (1990), there are eight
dimensions of EM, but after a critical review of the concept and the dimensions
proposed by Stevenson and Jarillo (1990), Brown et al concluded that the dimensions
of EM are six on the grounds that there are similarities among the initial eight
dimensions proposed by Stevenson and Jarillo. Also, comparing the dimensions of
EO and EM, Brown et al concluded that they partially overlap. The dimensions of EM

as operationalized by Brown et al (2001) are as follows:

i.  Strategic Orientation/ Resource Orientation

Strategic orientation with regard to EM implies that the existence of opportunities
necessitates the development of strategies and marshalling of resources for their
exploitation (Brown ef al., 2001). This means existence of opportunities precedes the
development of strategies, and once an opportunity is identified then the resources to
exploit it will be marshaled (Brown ef al., 2001). Simply put, strategies are driven by
perception of opportunities. Resources are needed for exploration and exploitation of
opportunities but promoter organization’s orientation differs from trustee
organization’s orientation to resources. While promoter organization maximizes
opportunity and minimizes resources invested, trustee organization thoroughly
analyses identified opportunity in order to assess the risk involved before investing

resources, and once the decision to invest is reached, it will not be reversed.
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ii. Management Structure/ Reward Philosophy

The resources needed for exploitation of identified opportunities may not be owned
by the organization. This means resources can be sourced from outside the
organization. Therefore, organizations must be structured in such a way that they will
be able to coordinate the resources they do not own. Also, the structure should not be
rigid so that employees will be free to seek opportunities and pursue them to fruition.
To this end, organizational structure should be flat with multiple internal networks
(Brown et al., 2001). In addition, since the aim of an organization is to create wealth,
it means compensation or reward should be based on what individual employee

contributes to value creation (Brown ef al., 2001).

iii. Growth Orientation/ Entrepreneurial Culture

All organizations, small or large, desire to grow (Brown et al., 2001). According to
Stevenson and Jarillo (1990), promoter organizations want to grow rapidly while
trustee organizations believe in slow organizational growth (Brown et al., 2001).
Also, since entrepreneurship is opportunity-based, it means organizations must
encourage creative and innovative ideas within the organization so that employees

will be able to identify opportunities and exploit them (Brown et al., 2001).

2.3.4 Antecedents to Corporate Entrepreneurship

Certain factors within and outside organizations can facilitate or impede the rate of
entrepreneurial activities that existing organizations undertake (Covin & Slevin, 1991;
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Kuratko et al, 2004). The factors are generally referred to as antecedents to corporate
entrepreneurship, and they play an important role in the models and theories of
entrepreneurship (Covin & Slevin, 1991). Researchers have identified a good number
of the antecedents, and they can broadly be divided into two: internal or
organizational antecedents and external or environmental antecedents (Antoncic &
Hisrich, 2004; Bhardwaj, Sushil, & Momaya, 2011; Bhardwaj & Sushil, 2011; Covin
& Slevin, 1991; Ireland, Kuratko, & Morris, 2006; Kuratko, Ireland, & Hornsby,
2004; Lau, Chan, Tai, & Ng, 2010). From available literature, there seems to be an
agreement among researchers concerning what constitutes internal and external
antecedents to corporate entrepreneurship. The general conclusion is that the effects
of the antecedents on organizational entrepreneurial behavior depend on whether they

are favourable (supportive) or unfavourable (unsupportive).

1. Internal or Organizational Antecedents to Corporate Entrepreneurship

Internal antecedents to corporate entrepreneurship are organizational variables that
have the potential of facilitating or hampering entrepreneurial activities within
existing organizations. Examples of internal or organizational antecedents to
corporate entrepreneurship include: reward systems or incentives, top management
support, organizational structure, organizational resources and capabilities, and

organizational culture.
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i. Organizational Reward Systems or Incentives

Entrepreneurial activities within an existing organization can either be encouraged or
discouraged, depending on the reward systems or incentive plans of the organization
(Bhardwaj & Sushil, 2011; Bhardwaj, Sushil & Momaya, 2011; Ireland ef al., 2006).
As pointed out earlier, creative and innovative ideas come from the people (Kuratko,
2009), that is, the employees of an organization. It is their creative and innovative
effort that translates into organizational entrepreneurial behavior. When employees
are adequately rewarded for their creativity and innovativeness, they tend to behave in
a way that will be consistent with entrepreneurial posture of the organization
(Bhardwaj & Sushil, 2011). Research findings reveal that when employees are
motivated, it will impact positively on their performances, and this contributes to

greater performance of the organization as a whole (Bhardwaj & Sushil, 2011).

ii. Organizational Culture

The culture of an organization affects its entrepreneurial positioning or posture
(Bhardwaj & Sushil, 2011; Covin & Slevin. 1991; Ireland et al., 2006).
Entrepreneurial activities within an organization are contingent on organizational
cultures (Covin & Slevin. 1991). Organizational culture must support risk-taking,
creativity and innovativeness, and proactiveness for the organization to exhibit
entrepreneurial behavior (Covin & Slevin. 1991). In addition, organization’s creative
and innovative capabilities depend on its culture. This implies that organizational
culture of innovation and change promote entrepreneurial activities within the

organization (Ireland et al., 2006). Also, the culture of an organization can encourage
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or discourage risk-taking which is an essential element of entrepreneurial behavior

(Covin & Slevin. 1991).

iii. Organizational Structure

Organizational structure is a network of relationships which defines the flow of
authority, information, and communication; and how individuals relate with one
another within the organization (Covin & Slevin. 1991). Extant literature shows that
organizational structure affects entrepreneurial activities (Covin & Slevin. 1991).
Appropriate or supportive organizational structure for entrepreneurial activities is that
one which decentralizes decision making authority, has few layers or levels, and
allows free flow of information and communication (Covin & Slevin. 1991; Bhardwaj
& Sushil, 2011). The extent of delegation of authority determines whether an
organization is centralized or decentralized, and also determines the extent to which
employees are allowed to take certain decisions or actions using their own initiatives
(Bhardwaj & Momaya, 2006). The flexibility of organizational structure is important,
as its rigidity discourages free flow of information which is necessary for
entrepreneurial activities to thrive (Bhardwaj, Sushil & Momaya, 2011; Bhardwaj &
Sushil, 2011; Bhardwaj & Momaya, 2006; Ireland etal., 2006; Lau et al., 2010).
Organizational flexibility defines the extent to which an organization can adapt its
administrative practices to situational forces (Bhardwaj & Momaya, 2006). It is
argued that strict adherence to organizational processes, procedures, and rules do not

encourage entrepreneurial behavior (Antoncic & Hisrich, 2004).
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iv.  Top Management Support (TMS)

Top executives or managers play important roles in organizations. Their values and
philosophies reflect organizational values and philosophies (Covin & Slevin, 1991).
Top management values and philosophies affect their decisions concerning choice of
strategies (Covin & Slevin, 1991). Also, top management’s perception of how an
organization should be managed affects entrepreneurial behavior or posture of the
organization (Covin & Slevin, 1991). Top management support helps to promote
entrepreneurial activities within the organization (Bhardwaj & Sushil, 2011). For top
management to be supportive, it must encourage creative and innovative ideas by
training organizational staff with a view to increasing their knowledge and expertise,
thereby enhancing their creative thinking abilities (Bhardwaj & Sushil, 2011). Also,
top management support may be in the form of making resources available for
exploration and exploitation of opportunities, and tolerance for failures that may result
from such actions (Bhardwaj & Sushil, 2011). Top management should allow
employees or groups within the organization to take initiative in championing
entrepreneurial processes, give room for mistakes or failures, and see failures as

opportunities to learn and make progress (Antoncic & Hisrich, 2004).

v.  Organizational Resources and Capabilities

Organizational resources and capabilities determine the extent to which an
organization can be entrepreneurial (Covin & Slevin, 1991; Wiklund & Shepherd,
2005). Organizational resources and capabilities that are being referred to include:

financial resources, human resource, machinery, functional-level capabilities,
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organizational-level capabilities, and organizational systems (Covin & Slevin, 1991).
The availability or otherwise of these resources and capabilities can encourage or
hamper organizational entrepreneurial behavior (Covin & Slevin, 1991). This is
because even if the willingness to be entrepreneurial is there, resource constraints can
act as impediments to organizational entrepreneurial behavior. This supports the fact

that entrepreneurship, to some extent, is resource-based.

2. External Environmental Antecedents

External environment is defined as those forces, elements, or factors outside the
organization that influence and are affected by organizational activities and
performances over which organizations or managers have no control (Covin & Slevin,
1991; Kuratko et al., 2004). External environment plays a significant role in
entrepreneurship process. It is a strong component in entrepreneurship models and
theories (Covin & Slevin, 1991; Miller, 1983). External environmental conditions can
facilitate or impede entrepreneurial activities in an organization (Covin & Slevin,
1991). Various dimensions of external environment have been identified. These
include technological sophistication, environmental hostility, environmental
dynamism, environmental munificence, industry life cycle stages, fiscal and
regulatory environments, and political cum legal forces. Literature review reveals the
moderating role of external environment in the relationship between corporate
entrepreneurship and organizational performance (Covin & Slevin, 1991). For
example, research findings show that environmental dynamism, complexity, and
hostility encourage entrepreneurial behavior (Covin & Slevin, 1991; Ireland et al.,
2006; Kuratko et al., 2004; Mohamad ef al., 2011). Organizations respond to changes
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in the environment by taking risks through innovative and proactive actions (Covin &

Slevin, 1991).

In a highly dynamic and competitive environment, entrepreneurial positioning or
posture enhances organizational performance (Covin & Slevin, 1991). For instance,
proactiveness favours organizations in a dynamic environment, where changes take
place rapidly; and competitive aggressiveness favours organizations in a hostile
environment, where competition is intense (Covin & Slevin, 1989; Lumpkin & Dess,
2001). In the same vein, industry life cycle stages affect entrepreneurial behavior of
an organization, whether new or old (Covin & Slevin, 1991). For instance, new
organization benefits more in an emerging industry by being entrepreneurial than in a
mature industry (Covin & Slevin, 1991). Also, fiscal and regulatory frameworks and
political cum legal forces have impact on the activities and success of an organization
(Covin & Slevin, 1991). For example, government regulatory activities may prevent

new firms from entering a market.

Figures 2.1 and 2.2 illustrate the explanations of entrepreneurial behavior of an

organization as well as organizational and external environmental antecedents to

corporate entrepreneurship as discussed above.
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Conceptual Framework of Entrepreneurial Orientation
Source: Adapted from “Clarifying the Entrepreneurial Orientation Construct and

Linking it to Performance” by G. T. Lumpkin and G. G. Dess, 1996, Academy of
Management Review, 21, p.152
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2.3.5 Corporate Entrepreneurship and Organizational Performance

Entrepreneurship is vital to all organizations (service or manufacturing), irrespective
of their sizes, and whether it is a profit or not-for-profit organization (Antoncic &
Hisrich, 2004; Covin & Wales, 2012; Gurbuz & Aykol, 2009; Zampetakis &
Moustakis, 2010). Existing literature has acknowledged that entrepreneurship is a
source of revitalizing existing organizations (Kuratko et al., 2004; Zahra & Covin,
1995). Entrepreneurial activities are necessary ingredients for organizational success,
and they are means for gaining a competitive advantage and achieving superior
organizational performance in today’s global market that is highly dynamic and
competitive (Antoncic & Scarlet, 2006; Wang, 2008; Wang & Zhang, 2009;
Zampetakis & Moustakis, 2010). Researchers have posited that organizations that are
proactive, innovative, and take calculated risks in exploring and exploiting
opportunities perform better than organizations that are less proactive, innovative, and

are averse to risk-taking (Lumpkin & Dess, 1996).

Conceptually, entrepreneurship scholars have opined that entrepreneurial activities are
positively related to certain organizational performance measures such as profitability,
market share, sales growth, and overall organizational performance (Covin & Slevin,
1991; Lumpkin & Dess, 1996). Nevertheless, empirical findings concerning the
relationship between corporate entrepreneurship and organizational performance are
mixed (Antoncic & Hisrich, 2004; Antoncic & Prodan, 2008; Rauch et al., 2009;
Wang & Zhang, 2009; Wiklund & Shepherd, 2005; Yang ef al., 2007). On the one
hand, some studies have confirmed a positive relationship between corporate

entrepreneurship and organizational performance (Hult, Snow, & Kandemire, 2003;
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Karacaoglu, Bayrakdaroglu, & San, 2012; Mahmood & Wahid, 2012; Mokaya, 2012).
On ihe other hand, some other studies have affirmed a negative relationship between
corporate entrepreneurship and organizational performance (Covin, Slevin, & Schultz,
1994; George, Wood & Khan, 2001; Shamsuddin, Othman, & Shahadan, 2012; Slater

& Narver, 2000).

In addition, some researchers have argued that the relationship between corporate
entrepreneurship and organizational performance is contingent on the favourableness
or unfavourableness of organizational and external environmental factors such as
organizational structure, organizational resources and competencies, top management
support, organizational culture, environmental dynamism and munificence,
competitive intensity, and industry life cycle stage (Antoncic & Hisrich, 2004;
Mohamad ef al., 2011; Rauch et al., 2009; Wang, 2008; Wiklund & Shepherd, 2005).
Some other researchers have equally argued that entrepreneurial orientation will have
more impact on organizational performance when it is combined with other
organizational orientations such as learning orientation, innovation orientation, and
market orientation (Kwak, Jaju, Puzakova, & Rocereto, 2013; Wang, 2008; Zhao, Li,
Lee, & Chen, 2011). From the above, it can be concluded that the relationship

between corporate entrepreneurship is more complex than a simple direct relationship.

Furthermore, contrary to the assumption that entrepreneurial activities lead to better
organizational performance, Tang ef al., (2008) found that continuous engagement in
entrepreneurial activities does not guarantee continuous superior organizational
performance, using institutional theory to support their argument. They argued that

the relationship between entrepreneurial activities and organizational performance
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may be linear at some points, but that it will reach a point of saturation where
additional entrepreneurial activities will no longer lead to greater organizational
performance, and at this state, the entrepreneurial orientation-performance
relationship will assume a curvilinear shape (Tang et al., 2008; Tang & Tang, 2010).
This happens, especially in emerging economies like China, where business
organizations with higher entrepreneurial orientation suffer a lot of limitations in their
environment for lack of organizational formalization, experienced and knowledgeable

managers, and institutional support (Tang et al., 2008; Tang & Tang, 2010).

From the above discussion, it can be concluded that the relationship between
corporate entrepreneurship and organizational performance is unclear and needs to be

further tested. Thus, the following testable hypothesis is developed:

Hypothesis One: There is a positive relationship between corporate entrepreneurship

and organizational performance

2.3.6 Empirical Studies on Corporate Entrepreneurship and Organizational

Performance

A lot of empirical studies have been conducted on corporate entrepreneurship -
performance relationship (Yang et al., 2007). Table 2.2 summarizes previous
empirical studies on CE-performance relationship. Column (1) shows names of the
authors and years of publication; column (2) shows organizational performance
measures considered in the studies; column (3) indicates dimensions of CE considered

in the studies; column (4) shows moderating or mediating variables (if any)
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considered in the studies; column (5) shows the countries/sectors from where samples

for the studies were taken; and column (6) shows major findings of the studies.
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2.4  Marketing and Market Orientation

In order to understand market orientation and how it evolves, this section highlights
different definitions of marketing and explains various marketing concepts and
philosophies that have evolved over time. It further examines the meaning and
definition of market orientation, how it is conceptualized and operationalized, its

antecedents, and its relationship with organizational performance.

2.4.1 What is Marketing?

Although marketing is acknowledged as an important feature of trade even in the
period of trade by barter, but historically, the term marketing gained prominence in
the early part of 20" century (Fernando, Saad, & Haron, 2012; Wilkie & Moore,
2011). Many marketing scholars and practitioners have made effort in explaining and
defining marketing and its domain. However, there is no agreement among marketing
scholars on the definition of marketing that is universally acceptable (Fernando et al.,
2012). One notable body that has been in the forefront of offering definitions of
marketing is American Marketing Association (AMA). The Association has offered
several definitions of marketing as a result of constructive criticisms from different
marketing scholars and continuous refinements with a view to suiting present realities.
However, because the focus of this study is not on definition clarifications, few

definitions of marketing are only highlighted.

Before AMA, there was National Association of Marketing Teachers which gave the
definition of marketing that AMA in its inception adopted (Gundlach & Wilkie, 2009;
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Gundlach, 2007). The Association defines marketing as business activities which are
involved in the production and movement of goods and services from the producers to
the consumers (Gundlach, 2007). In 1985, AMA defines marketing as planning and
execution processes involved in the conception, pricing, promotion, and distribution
of products in order to create exchanges that will lead to the satisfaction of both
individual and organizational objectives (Darroch, Miles, Jardine, & Cooke, 2004;
Fernando et al., 2012; Gundlach & Wilkie, 2009; Gundlach, 2007; Zinkhan &
Williams, 2007). In 2004, AMA gave another definition of marketing which says
marketing is an organizational function and a set of activities that creates,
communicates, and delivers goods and services of value to customers and the
management of relationships in a way that is beneficial to the organization and other
interested parties (Darroch et al., 2004; Fernando et al., 2012; Gundlach & Wilkie,
2009; Gundlach, 2007; Zinkhan & Williams, 2007). Also in 2007, AMA defines
marketing as an activity or a set of activities involved in the creation, communication,
delivering, and exchange of values (goods and services) for both customers and
society as a whole (Darroch et al., 2004; Fernando et al., 2012; Gundlach & Wilkie,

2009; Gundlach, 2007; Zinkhan & Williams, 2007).

Apart from the definitions given by AMA, several authors have also defined
marketing. The following are some of their definitions as summarized by Gilmore and
Durkan (2011). Kotler et al (2009) define marketing as a societal process whereby
people, institutions, or groups obtain their needs and wants by creating, offering, and
willingly exchanging goods and services of value with others. Shultz (2007) also
defines marketing as an engagement for the creation, communication, and delivering

of values to consumers and the management of the relationships in a way that will be
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beneficial to all stakeholders involved in the process. Webster (1992) sees marketing
as a management role that is responsible for making sure that all aspects of the
organization focus on customer satisfaction through the delivery of better value.
According to Baker (1991), marketing refers to a business philosophy that requires
business organization to identify and define customer needs and wants and gather
organizational resources necessary to accomplish goals of the parties involved in the
process through exchange relationship. Madall and Rosenberg (1981) define
marketing as an exchange process between a producer and a consumer in which a

producer offers a matching product to meet the needs and wants of a consumer.

Synthesizing the definitions of marketing given by AMA and several authors, it can
be implied that marketing is a managerial, an individual, and an organizational
function and a business activity aimed at creating value that will satisfy customers’
needs and wants through the process of exchange that will be beneficial to customers,
organizations, and society at large; and the management of relationships that result
from the processes (Datroch et al., 2004). From the definitions of marketing, it can be
said that marketing is not limited to profit-oriented organizations alone; even not-for-
profit organizations are also involved in marketing activities (Cano et al., 2004;

Hashim, Rahim, & Bakar, 2011; Modi & Mishra, 2010).

Marketing scholars view the development of marketing from different perspectives:
economic utilities perspective, consumers’ (buyers’) perspective, societal perspective,
and managerial perspective (Cooke, Rayburn, & Abercrombie, 1992; Darroch et al.,
2004). The economic utilities perspective views marketing as a set of activities

involved in the flow or movement of goods and services from producers to final
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consumers (Cooke et al., 1992; Darroch et al., 2004). The emphasis is on how goods
and services are distributed and the institutions involved in the storage, distribution,
and transfer of ownership in respect of the products. From consumers’ perspective,
marketing activities are centered on customers’ satisfaction (Cooke et al., 1992;
Darroch et al., 2004). It is concerned with the identification of consumers’ needs and
wants, and how these needs and wants can be met satisfactorily. The emphasis here is
that business organizations should first of all identify specific target market and learn
about their needs and wants before designing, producing, and persuading consumers
to buy their products. Customer satisfaction should be a priority for production and
selling of goods and services. Marketing, from the societal point of view, means that
marketing activities have impact on the society; and managerial viewpoint sees
marketing from the perspective of management, organizational objectives, and

strategies (Cooke et al., 1992; Darroch ef al., 2004).

2.4.2 Marketing Concepts and Philosophies

In the field of marketing, many concepts have evolved over the years (Andreasen,
1994). They are: production concept, product concept, selling concept, marketing
concept, societal marketing concept, social marketing éoncept, and relationship
marketing concept. The concepts represent different organizational cultures or
business philosophies at a particular time in the development of the field of marketing
(Andreasen, 1994). They represent various evolutionary processes or transitions that
marketing has undergone (Harker, 1999). Each philosophy has its own weakness, and
the weakness of each philosophy or concept leads to the evolvement of the next

concept in transition.
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1. Production Concept

This is the first marketing orientation or philosophy in the evolution of marketing
(Andreasen, 1994). It is a business philosophy that is based on mass production of
inexpensive products and making them available to consumers. A production-oriented
organization produces whatever they can produce without taking into consideration

customers’ needs and wants (Dixon-Ogbechi, Ighomereho, & Jagun, 2013).

2. Product Concept

The emphasis of this philosophy is on the products rather than consumers (Andreasen,
1994). It is a business philosophy that is based on building aesthetic features or
attributes into the products so as to make them attractive to consumers. The
assumption here is that consumers will buy any product that has attractive features

(Andreasen, 1994).

3. Selling Concept

An organization that adopts this philosophy depends on promotional means to sell its
products (Dixon-Ogbechi et al., 2013). This philosophy is based on the extensive use
of promotional techniques in selling products with the objective of increasing sales
volume and profit irrespective of customer satisfaction. An organization that is
selling-oriented embarks on massive advertisement in order to sell its products to

customers. The industrial revolution, occasioned by advancements in technology,
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makes supply of goods to outweigh demand for goods, and this makes the need to

persuade consumers neécessary.

4. Marketing Concept

The weaknesses of the previous philosophies coupled with increased consumers’
awareness about their needs and how to go about them led to the evolvement of
marketing concept. One weakness that is common to the concepts that evolved before
marketing concept is the fact that they are not customer-focused, and this is what
marketing concept addresses. For instance, production concept is based on producers’
capability (that is, whatever the producer can produce), product concept is product
focused (that is, building attractive features to attract customers), and selling concept
is focused on sales volume (that is, intensive promotion to persuade customers to
buy). Marketing concept, therefore, is a business philosophy which states that for a
business organization to make profit, it must be capable of identifying and satisfying
consumers’ needs and wants by offering superior values more efficiently and
effectively than its competitors (Darroch et al., 2004). An organization that is market-
oriented is customer-oriented. Marketing concept presupposes that for a business
organization to achieve its goals in the long run, it must first of all determine the
needs and wants of its target market, and then produce goods and services that can
satisfy the identified needs and wants profitably.  Market-oriented business
organizations put the needs and wants of consumers into consideration before new
products are developed. Such organizations have a clear understanding of the market
they serve and match their products with consumers’ needs. Marketing concept places

marketing before and after production. The basic elements of marketing concept are:
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it is a business philosophy or an organizational culture, profit driven, market- or
customer-focused, and it involves coordinated marketing effort of individuals and

units within an organization (Sin, Tse, Yau, Chow, & Lee, 2003).

5. Societal Marketing Concept

The emphasis here is on the impact of marketing activities on the society at large.
Marketing activities undertaken to satisfy customers’ needs and wants should not be
detrimental to the society. This implies that business organizations must be ethical in

carrying out their marketing functions (Dixon-Ogbechi et al., 2013).

6. Social Marketing Concept

This is an extension of societal marketing concept (Dixon-Ogbechi et al., 2013). This
philosophy is about how marketing activities can be used to influence behavior. It
consists of the tools used by not-for-profit organizations to influence behavior. It is
the application of commercial marketing techniques for the purposes of influencing
voluntary behavior and for the benefit of individuals and society (Dixon-Ogbechi et

al., 2013).

7. Relationship Marketing Concept

The core of this concept is relationship. It is based on how an organization can
proactively create, develop, and maintain a relationship that is anchored on trust,

commitment, communication, and profitable exchanges. Relationship marketing
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involves identification and establishment, maintenance and enhancement, and when
necessary, termination of relationships with stakeholders usually at a profit, and the

achievement of goals of stakeholders through mutual exchange (Harker, 1999).

2.4.3 What is Market Orientation (MO)?

Marketing concept is one of the core concepts that have evolved in the field of
marketing over the years (Modi & Mishra, 2010). Existing literature has
acknowledged its relationship with greater organizational performance (Modi &
Mishra, 2010). But despite its acknowledgement as an important aspect of business
management practices which ensures superlative organizational performance by
focusing and embarking on market-oriented activities, assessing the extent of its
application by business organizations has been a difficult task to many marketing
scholars and practitioners (Chao & Spillan, 2010). It is in a bid to overcome this

difficulty that market orientation evolved.

From the meaning and definition of marketing concept, many marketing scholars have
described the concept or construct of market orientation as an application of
marketing concept (Chang & Chen, 1998; Modi & Mishra, 2010; Ramayah, Samat, &
Lo, 2011; Tse, Yau, Lee, & Chow, 2004). Market orientation, therefore, refers to
marketing concept in practice or the practical application of marketing concept by
organizations (Dixon-Ogbechi et al., 2013; Mahmoud, 2011; Tse et al., 2004). Market
orientation is defined as a business philosophy or an organizational culture of
delivering superior values for customers, which, in turn, leads to superior

organizational performance (Grinstein, 2008). It means that for an organization to be
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market-oriented, its marketing activities must be supported by relevant organizational

cultures.

Just like its parent concept (marketing concept), market orientation is viewed from
different perspectives. Traditionally, market orientation is described as a business
philosophy of customer orientation (Varela & Rio, 2003). It is also viewed from
behavioral and cultural perspectives. Market orientation is a set of organizational
behaviors which are reflected in marketing activities that organizations undertake in
their effort to provide superior values for customers (Varela & Rio, 2003). Market
orientation is seen as an organizational culture representing the values and beliefs that
top management share about customer satisfaction as a way of achieving superior
organizational performance (Varela & Rio, 2003). Market orientation as an
organizational culture enables an organization to be sensitive to the market it serves,
by gathering relevant information about specified customers’ needs and competitors’
strategies and capabilities for the purpose of continuously offering superior values for
customers (Varela & Rio, 2003). Market-oriented business organizations have

capabilities of being sensitive to what happens in the marketplace.

2.4.4 Conceptualization and Operationalization of Market Orientation

The conceptualization and operationalization of market orientation gained wide
acceptance from two popular perspectives (Cano et al., 2004; Ellis, 2006; Farrell et
al., 2008; Keelson, 2014; Shoham, Rose, & Kropp, 2005). One group that
conceptualized and operationalized market orientation was Narver and Slater in 1990
(Farrell et al., 2008). Narver and Slater describe the concept of market orientation as
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an organizational culture that is based on providing better values for customers (Fang,
Chang, Ou, & Chou, 2014). Narver and Slater operationalized market orientation as a
unidimensional construct with three components: customer orientation, competitor
orientation, and interfunctional coordination (Kumar et al., 1998; Narver & Slater,

1990).

Customer orientation and competitor orientation consist of the activities involved in
gathering information about customers and competitors in the specified target market
and passing the same information gathered to all units or departments within the
organization (Narver & Slater, 1990). This means for an organization to achieve a
sustainable competitive edge over competitors in the marketplace, it must create better
values for its customers, and it must also be informed about its competitors’ activities
(Narver & Slater, 1990). Interfunctional coordination, on the other hand, refers to the
creation of superior values for customers through the coordinated effort of not just the
marketing department alone but of all the units or departments within the organization
(Narver & Slater, 1990). This means market-oriented activities are not the
responsibility of the marketing department alone, but a collective responsibility of all
departments in the organization. All units or departments within the organization
should be customer-focused in all their activities and operations, and they must also
be sensitive to the activities of competitors (Narver & Slater, 1990). Narver and Slater
(1990) developed an instrument (MKTOR) for measuring market orientation of an

organization (Narver & Slater, 1990).

Another group of people that conceptualized and operationalized the concept of
market orientation was Kohli and Jaworski in 1990. Having observed a lack of clear
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definition and dearth of empirical findings on the application of the concept of market
orientation, Kohli and Jaworski provided an operational definition of market
orientation and developed an instrument for measuring market orientation of a
business organization in relation to its performance. They define market orientation as
the organization-wide gathering and processing of market information (intelligence)
about the present and future needs of customers, passing the same information to all
units or departments within the organization, and the organization’s response to the
information generated. It implies that market orientation involves generation,
dissemination, and responsiveness of the organization to the information (intelligence)

concerning the present and future needs of customers (Farrell et al., 2008).

Like Narver and Slater (1990), Kohli and Jaworski (1990) also operationalized market
orientation as a three dimensional construct. The first dimension is generation of
market information (intelligence), which deals with collection and processing of
information relevant to the market the organization serves. It encompasses
information about customers’ needs and wants as well as information about the
organization’s external environment, which includes competitive and other
environmental forces (Gaur et al., 2011; Pieters, 2014). The second dimension is
dissemination or passage of the market information gathered and processed to all
stakeholders, units, or levels within the organization (Gaur et al., 2011). The third
dimension is drawing up and execution of marketing actions that an organization
adopts in responding to the information gathered and processed about the market
(Gaur et al., 2011). Kohli and Jaworski developed an instrument (MARKOR) for

measuring market orientation of an organization based on their conceptualization
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and operationalization of the construct of market orientation (Kohli, Jaworski, &

Kumar, 1993).

Customer needs and expectations are dynamic, and business organizations are
expected to deliver superior values at all times (Narver & Slater, 1990). This can only
be achieved by keeping track with the changes in the marketplace, and by responding
appropriately through the delivery of quality products (Narver and Slater, 1990); that
is when an organization can be said to be market-oriented. This means for an
organization to achieve superior performance and have a competitive edge over its
rivals in the marketplace, such organization must have a clear understanding of the

market it serves and the environment in which it operates (Gaur et al., 2011).

Although the two instruments for measuring market orientation developed by Narver
and Slater (1990) and Kohli and Jaworski (1990) (MKTOR and MARKOR
respectively) may be similar, but research findings reveal that they are different, and
they also have their weak and strong points (Farrell & Oczkowski, 1997). While
MKTOR relates to employee behavior, MARKOR relates to organizational behaviors
(Cano et al., 2004). Hence, Narver and Slater look at market orientation from cultural
and behavioral perspectives (Shoham et al., 2005) while Kohli and Jaworski (1993)
see market orientation from behavioral perspective (Cano et al., 2004). Empirically,
the strength of MO-performance relationship varies using either MKTOR or
MARKOR, especially when organizational performance is measured using objective
or subjective measures (Cano ef al., 2004). An in-depth literature review shows that

MKTOR is better than MARKOR when one is considering subjective performance
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measures while MARKOR is better than MKTOR when one is considering objective

performance measures (Rojas-Méndez & Rod, 2013).

2.4.5 Antecedents to Market Orientation

The impact of market-oriented activities on organizational performance could be
facilitated or impeded by certain factors, depending on how supportive or
unsupportive they are (Jaworski & Kohli, 1993). These factors that affect
organizational market-oriented activities are regarded as antecedents to market
orientation. Some of these antecedents are within the organization and could be
controlled by the managers (Jaworski & Kohli, 1993). Thus, they are referred to as
internal antecedents to market orientation. On the other hand, there are factors that are
outside the organization that affect organizational market-oriented activities which
managers cannot control. They are called external antecedents to market orientation.
Examples of internal antecedents to market orientation are: top management factors,
interdepartmental dynamics, and organizational systems (Jaworski & Kohli, 1993;

Kohli & Jaworski, 1990).

Top or senior managers play a significant role in actualizing organizational goals.
Their orientations, decisions, values, or beliefs about how organizations should be
managed affect organizational performance in one way or the other. Also, their
dispositions or attitudes towards market-oriented activities affect organization’s
market orientation. In the same vein, their commitment to generating, processing,
disseminating, and responding to market intelligence affects market-oriented activities

of the organization. For an organization to be market-oriented, its top managers
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should have the right attitudes, values, and beliefs that support market-oriented
activities. Furthermore, top management’s attitude to risk-taking and undertaking
changes in the organization affects market orie;ntation of the organization. This is
because market orientation involves taking risks and undertaking certain changes in
the organization. When top managers become averse to risks and changes, it becomes
difficult for the organization to undertake market-oriented activities (Jaworski &

Kohli, 1993; Kohli & Jaworski, 1990).

Another important antecedent to market orientation is interdepartmental dynamics.
This refers to a network of relationships, whether official or unofficial, that exists
among the departments in an organization. The level of conflict and connectedness
among the departments in the organization determines whether they will be able to
work together as a team or not. Interdepartmental conflicts can prevent successful
implementation of marketing concept. Recall that market-oriented activities require a
collaborative effort of all the units or departments in the organization.
Interdepartmental conflicts prevent members of the departments and even the
departments themselves from working cooperatively for the actualization of common
organizational goals. Also, the degree of closeness or connectedness of the
departments affects market orientation of an organization. Interdepartmental closeness
facilitates sharing of market intelligence or information among departments, thereby
engendering organization’s market orientation. Succinctly, the level of
interdepartmental conflict or connectedness determines the flow of ideas, information,
and communication among the departments. Hence, for an organization to be market-

oriented, the level of interdepartmental conflict should be low, and the level of
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interdepartmental closeness should be high (Jaworski & Kohli, 1993; Kohli &

Jaworski, 1990).

The third internal antecedent is organizational systems. This consists of organizational
structure, degree of formalization, and centralization of decision making powers or
authority in an organization. Extant literature shows that the structure of an
organization plays an important role in the achievement of organizational goals.
Organizational structure can affect the degree of market orientation of an
organization. The flexibility of the structure is crucial to the flow of information and
communication within an organization. Rigidity of organizational structure hampers
free flow of market intelligence, and this affects market orientation. Another aspect
of organizational systems is reward systems. It entails the kind of rewards that
organizations give to their managers. When managers are adequately and equitably
rewarded or motivated, they will be disposed to and be committed to undertake

market-oriented activities (Jaworski & Kohli, 1993; Kohli & Jaworski, 1990).

Furthermore, environmental factors are important moderators of MO-performance
relationship. Certain environmental conditions affect the strength of MO-performance
relationship. Examples of environmental contingencies that can affect market
orientation are: market turbulence (the rate of change in customers’ needs and wants
including change in the composition of customers), technological turbulence (the
degree of changes in technology), competitive intensity (the degree of competition
among organizations), and the state of the economy (weak or strong). All these
environmental conditions affect market orientation in one way or other, depending on

whether they are favourable or unfavourable. For example, business organizations
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benefit more for engaging in market-oriented activities when customers’ needs and
preferences change frequently, and when the competitive environment is hostile

(Jaworski & Kohli, 1993; Kohli & Jaworski, 1990).

Apart from organizational and environmental factors that can act as antecedents to
market orientation, some marketing scholars have also postulated that market
orientation alone may not be able to affect performance without other organizational
orientations like entrepreneurial orientation (Kwak et al., 2013), innovation
orientation (Agarwal ef al., 2003), and learning orientation (Farrell et al., 2008). To
corroborate their claims, Grinstein (2008) in his meta-analysis study on the
relationship between market orientation and other organizational orientations and
their impact on organizational performance concluded that market orientation when
combined with other organizational orientations such as entrepreneurial orientation,
innovation orientation, learning orientation, and employee orientation will lead to
greater superior organizational performance than market orientation alone. This
implies that other organizational orientations can moderate MO-performance

relationship.

2.4.6 Market Orientation and Organizational Performance

Existing literature acknowledges market orientation as a predicator of or as an
antecedent to organizational performance (Cano et al., 2004; Ellis, 2006). Marketing
scholars have posited that organizations that engage more in market-oriented activities
perform better and gain a sustainable competitive edge in the marketplace than

organizations that engage less in market oriented activities (Farrell et al., 2008). The
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assumption here is that an increase in market-oriented activities will lead to improved
organizational performance (Ellis, 2006). Available literature on market orientation-
performance relationship reveals that market orientation is positively related to certain
performance measures like profitability (return on assets and return on investment);
customer loyalty and retention; sales revenue and sales growth; employees’
satisfaction, commitment and trust; new product success; project and innovation
performance; interdepartmental teamwork (esprit de corps); and overall
organizational performance (Ellis, 2006; Farrel & Oczkowski, 1997; Rodriguez Cano

et al., 2004; Shoham et al., 2005).

The relationship between market orientation and organizational performance has been
empirically investigated (Cano et al., 2004). On the one hand, some studies have
confirmed a positive relationship between market orientation and organizational
performance (Barnabas & Mekoth, 2010; Charles ef al., 2012; Eris et al., 2012; 1dar
& Mahmood, 2011; Jyoti & Sharma, 2013; Kara ef al., 2005; Kumar ef al., 1998;
Kwon, 2010; Najaf et al., 2013; Narver & Slater, 1990; Ngai & Ellis, 1998; Oudan,
2012; Slater & Narver, 1994, 2000). On the contrary, other studies have found a
negative relationship between market orientation and organizational performance

(Greenley, 1995; Harris, 2001; Jaworski & Kohli, 1993; Ngai & Ellis, 1998).

Also, some researchers argued that the relationship between market orientation and
organizational performance is not direct but contingent on or being moderated by
several organizational and environmental factors such as top management,
interdepartmental dynamics, organizational systems, competitive intensity, service

quality, availability of resources, innovation orientation, technological turbulence,
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industry type, profit orientation, economic ideology, and corporate social
responsibility (Cano et al., 2004; Gaur et al., 2011; Jyoti & Sharma, 2013; Kohli and
Jaworski 1990; Mahmoud, 2011; Qu, 2009; Ramayah et al., 2011; Tse et al., 2005;
Vega-Vazquez, Cossio-Silva, & Martin-Ruiz, 2012). Additionally, some other
researchers have posited that market orientation-performance relationship is
dependent on other organizational orientations such as entrepreneurial orientation
(Kwak, Jaju, Puzakova, & Rocereto, 2013), learning orientation (Farrell ef al., 2008),
and innovation orientation (Agarwal, Erramilli, & Dev, 2003). In view of the above, it
can be deduced that MO-performance relationship could be better understood by

considering other related and important variables.

Furthermore, some researchers have established empirically that continuous
investment in market-oriented activities does not guarantee continuous improvement
in organizational performance (Dokic, Fitzgerald, & Sullivan, 2011). They found that
increased expenditure on market-oriented activities reduces profitability because it is

expensive for an organization to remain market-oriented (Dokic ef al., 2011).

Meta-analysis research findings also reveal that the relationship between market
orientation and organizational performance depends on the measuring instrument
used, whether MKTOR or MARKOR, and the organizational performance measures
considered, whether objective or subjective performance measures (Cano et al., 2004;
Ellis, 2006; Shoham ef al., 2005). For example, while the two instruments are good in
assessing market orientation of an organization, MKTOR outperforms MARKOR
when one is considering subjective organizational performance measures, and
MARKOR does well more than MKTOR when one is considering objective
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performance measures (Rojas-Méndez & Rod, 2013). Also, it is found that the
relationship between market orientation and organizational performance is positively
stronger when one is considering subjective performance measures than when one is

considering objective performance measures (Ellis, 2006; Shoham et al., 2005).

From the above discussion, it can be deduced that the relationship between market
orientation and organizational performance is not clear and needs further examination.

Therefore, the following testable hypothesis is developed:

Hypothesis Two: There is a positive relationship between market orientation and

organizational performance

2,47 Empirical Studies on Market Orientation and Organizational

Performance

The relationship between market orientation and organizational performance has been
studied considerably. Table 2.3 summarizes previous empirical studies on market
orientation-performance relationship. Column (1) shows names of the authors and
years of publication; column (2) shows market orientation instrument used in the
studies, whether MKTOR or MARKOR; column (3) indicates dimensions of
organizational performance measures considered in the studies; column (4) shows
moderating or mediating variables (if any) considered in the studies; column (5)
shows the countries/industries from where samples for the studies were taken; and

column (6) shows major findings of the studies.
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2.5  Strategy and Strategic Orientation

For better understanding of the term sfrategic orientation and its relationship with
organizational performance, this section discusses strategy, how it is developed, types

of strategy, and antecedents to strategic orientation.

2.5.1 What is Strategy?

Today’s business environment is highly competitive and dynamic in nature.
Globalisation, trade liberalisation, and advancements in the technological world have
all widened the scope of competition. Business organizations no longer compete
within their localities but compete with competitors beyond their national boundaries.
Technology has made the whole world to become a global market. Thus, in order to
cope with the ever-changing and highly competitive business environments and gain a
sustainable competitive advantage over competitors in today’s global market, business
organizations must continuously develop strategies that are both organizationally and
environmentally fit (Griffith, Jacobs, & Richey, 2006). This is because strategy is an
important tool for surviving in a highly competitive business environment (Chung, et

al., 2008).

The term strategy is a Greek word called “strategos” which means “general or
commander of an érmy” (Ronda-pupo & Angel, 2012). Originally, it is a military
parlance which encompasses specific and conscious action-plans and techniques
employed in engaging opponents in a battle field. The concept of strategy found its
way into the business world during the 2™ industrial revolution, which saw growth in
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the number of business organizations. The springing up of these business
organizations widened the competition landscape. Consequently, business
organizations started competing for customers and available resources such as raw
materials, financial resources, and human resources. They began to search for ways
to survive, gain a competitive advantage, increase market share, and make more
profits. This brings about the development of business strategies. As a result, business
organizations developed different strategies with a view to gaining a competitive

advantage and outperforming competitors in the marketplace.

Given the 2™ industrial revolution and the growth in the number of business
organizations, the need for managers to think strategically became imperative. Hence,
the establishment of business schools such as Harvard Business School, and the
development of courses such as strategic management and business policy became
very important. The business schools were established majorly for the purpose of
teaching and equipping business managers with strategy formulation, implementation,
and evaluation skills. Prominent scholars that contributed to early development of
strategy both in the academic and business world include John Commons, Chester

Barnard, Edith Penrose, John Smith, Roland Christensen, and Igor Ansoff.

The concept of strategy defies a consensus definition (Racelis, 2006; Ronda-pupo &
Angel, 2012). This might be because of its usage and application in diverse areas.
Strategy is used and applied in games or sports, business management, and military.
In addition, different scholars have defined strategy concept from different
perspectives (Tuma, 2013). Strategy is defined as the pattern of relationship between

an organization and its environment, and the necessary actions taken by the
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organization in improving its performance through efficient and effective deployment
of resources (Ndubisi & Agarwal, 2014; Ronda-pupo & Angel, 2012). Strategy is also
defined as the matching of organizational resources and capabilities (strengths) to the
opportunities and threats presented by external environment (Chung et al., 2008).
Strategy deals with how an organization configures its activities in order to gain
competitive advantage (Chung et al., 2008). Strategy is what an organization uses to
compete with other organizations within the industry, and how it aligns its internal
processes with its external environment (Andrews, Boyne, Law, & Walker, 2009;
Aragén-Sanchez & Séanchez-Marin, 2005; Chung et al., 2008). This implies that
strategies must be properly aligned with both organizational processes and external
environmental conditions (Hambrick, 1983). In summary, strategy, whether in
business, sports, or military is described as deliberate action-plans, decisions, and
guidelines formulated in advance for the purpose of gaining a sustainable competitive

advantage.

Organizational strategies help strengthen the competitive position of an organization
(Wheelen & Hunger, 2012). A good strategy must integrate, in the light of realities,
organizational goals, policies, and activities into a whole (Ghobadian, James, Liu, &
Viney, 1998). Strategy helps an organization to accomplish its mission, vision, and
objectives effectively and efficiently (Chung et al., 2008). It must be able to connect
the present to the future. A good strategy should take into consideration available
organizational resources, prevailing environmental forces, and core objectives of the

organization (Chung et al., 2008).
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Strategy formulation encompasses development of organizational mission and vision
statements; establishment of long-term objectives; and generation, evaluation, and
selection of strategies for actualizing stated organizational mission, vision, and long-
term objectives (Slater, Olson, & Hult, 2006). Formulating a business strategy
involves a series of tasks. It bégins with analysis or evaluation of present situation of
an organization, followed by establishment of long-term objectives, development of
alternative strategies, and adoption of best strategy or strategies for achieving stated
objectives (Slater et al., 2006). Specifically, it requires analysis of strengths and
weaknesses (internal factors) of an organization as well as opportunities and threats
presented by external environment that may affect the organization’s competitive
posture (Wheelen & Hunger, 2012). This is what is described as SWOT analysis.
SWOT is an acronym that stands for strengths, weaknesses, opportunities, and threats.
It is conducted with a view to ascertaining strengths and weaknesses of an
organizations as well as identifying opportunities and threats presented by external

environment (Wheelen & Hunger, 2012).

Strengths are positive internal organizational factors that facilitate the
accomplishment of organizational strategic objectives. Organizational strengths
include: marketing expertise; new innovative product or service; customer loyalty;
friendly, cooperative and supportive staff; and well-trained staff. Weaknesses are
negative internal organizational factors that hinder the accomplishment of
organizational strategic goals or objectives. Examples of organizational weaknesses
are: poor quality goods and services, damaged reputation, lack of marketing expertise,
poor competitiveness and higher prices, a declining market for the product, lack of
new products or services, weak managerial skills, and poorly trained staff. Threats are
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negative external environmental factors that could prevent an organization from
achieving its strategic goals. Examples are: a new entrant into the market, stiff
competition, political instability, increased interest and foreign exchange rates, and
economic recession. Opportunities are positive external environmental factors that
could help an organization in actualizing its strategic goals. Example include:
availability of new technology, new markets, an aging population, weaknesses of
competitors, and increased demand for products. In evaluating organization’s internal
and external factors, there must be a continuous monitoring and scanning of the
environment in order to keep abreast with what happens in the environment (Slater et

al., 2006).

For a strategy to be effective, it must be properly managed. Managing strategy goes
beyond mere formulation of strategy. This is because a mere formulation of strategy
does not lead to achievement of stated organizational objectives, and it does not give
an organization the needed competitive advantage, if the strategy is not properly
executed and evaluated (Buul, 2010). Thus, an effective strategy also involves
strategy implementation and evaluation. Strategy implementation is usually described
as an action stage. It encompasses breaking down of long-term objectives into
medium- and short-term objectives; mobilization and deployment of organizational
resources such as human, materials, and financial; developing supportive
organizational culture; and establishing adaptive organizational structure necessary
for actualizing stated organizational mission, vision, and objectives. Strategy
evaluation, on the other hand, involves reviewing internal and external factors;
monitoring and measuring the level of progress made in relation to the strategy

formulated to actualize stated mission, vision, and objectives; and taking corrective
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actions (when necessary) with a view to correcting mistakes or deviations and

ensuring that stated organizational goals or objectives are achieved.

2.5.2 Levels of Strategies

There are different levels of business strategies. They are: corporate-level strategy,
business-level strategy, and functional-level strategy (Beard & Dess, 1981; Wheelen

& Hunger, 2012).

1. Corporate-Level Strategy

Corporate-level strategy refers to the overall strategic posture of an organization
relative to competitors. Corporate strategy defines what business the organization is
in, and the selection of the market or industry in which the organization competes
(Beard & Dess, 1981; Hambrick, 1983). It entails setting up the overall structure,
systems, and processes; and the deployment of resources required to compete
favourably in the marketplace (Beard & Dess, 1981). Corporate- level strategy
addresses the following questions: What business or businesses are we in? What
business or businesses should we be in? And what portion of the organizational
resources should we devote to the business or businesses in order to accomplish stated

organizational goals and objectives?
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2. Business-Level Strategy

Business-level strategy relates to how an organization competes with rivals in a
particular industry (Beard & Dess, 1981; Hambrick, 1983). It involves identifying
organization’s competitive advantage and selecting important success factors or
competencies that could give the organization the needed competitive edge over
others. The major point that business-level strategy addresses is: how to gain a
sustainable competitive advantage. It supports corporate-level strategy by

implementing organizational strategic decisions.

3. Functional-Level Strategy

There are different functional areas of business. They are: marketing, production,
financial, and personnel. These functional areas or departments within the
organization have their specific objectives, and strategies are developed to help
achieve these objectives. The types of strategies developed at the departmental-level
are called functional-level strategies. Functional-level strategies help in the
actualization of business-level strategies and corporate-level strategies. For instance,
we have marketing strategy, operations strategy, financial strategy, and purchasing
strategy. Functional-level strategies consist of different operational methods or tactics

that help the organization to compete with competitors.
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2.5.3 What is Strategic Orientation?

Strategic orientation is the strategic posture or positioning of an organization relative
to other competitors (Slater et al., 2006). It is a competitive strategy that an
organization adopts in adapting to the changes and developments in the marketplace.
Strategic orientation is also defined as the pattern of organization’s responses to its
external environment in order to gain a competitive edge over rivals in the
marketplace as well as achieving superior performance (Dimara, Skuras, Tsekouras,
& Goutsos, 2004). Strategic orientation mirrors an organization’s positions or
directions that are created in order to gain a competitive advantage and achieve
improved organizational performance (Liu & Fu, 2011; Weinzimmer et al., 2012). In
a nutshell, the type of strategy that an organization adopts defines its strategic

orientation.

In the past, researchers in attempts to gauge organization’s strategic orientation
adopted different business orientations such as entrepreneurial orientation, market
orientation, employee orientation, customer orientation, competitor orientation,
product orientation, innovation orientation, technology orientaﬁon, and learning
orientation (Gatignon & Xuereb, 1990; Griffith er al., 2006; Herath & Mahmood,
2013; Liu & Fu, 2011; Mu & Di Benedetto, 2011; Rosa, Spanjol, & Qualls, 2011;
Voss & Voss, 2000; Yang, Wang, Zhu, & Wu, 2012; Zhou & Tse, 2005). However, it
is argued that depending on these orientations alone does not define the strategic
posture of an organization, as they can only create temporary competitive advantage
which may be difficult to sustain (EscribA;-Esteve, SAjnchez-Peinado, & SAinchez-
Peinado, 2009). Hence, the need for business organizations to develop strategies
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becomes imperative. Moreover, understanding the differences among business
organizations in terms of their vision of the future and the processes through which
they develop and sustain their competitive advantages will be difficult (EscribA ;-
Esteve et al., 2009). Furthermore, for the purpose of classifying organizations on the

bases of their strategies, the above orientations may not be appropriate.

2.5.4 Different Organizational Strategies/Strategic Dimensions

There are different ways an organization could respond to its external environment
(Kumar, Boesso, Favotto, & Menini, 2012). In other words, organizations adopt
different strategic behaviors in their bids to compete with their rivals in the
marketplace (Chung et al., 2008). This means there are different typologies of
strategies that business organizations could adopt to gain a competitive advantage and
achieve better performance. Furthermore, in order to achieve organizational mission,
vision, and objectives, an organization requires different strategies or different
strategic postures (Chung ef al., 2008). Although many researchers have identified
different types of strategies but the works of Miles and Snow (1978) and Porter
(1985) seem to be very popular (Slater et al., 2006). Venkatraman (1989) equally

identifies dimensions of strategic orientation as a single construct.

1. Miles and Snow’s (1978) Strategy Typologies

Miles and Snow (1978) identified four typologies of business strategies, namely
prospector, defender, analyzer, and reactor. Prospector organizations continuously

search for new market opportunities through innovation and development of new
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products (Andrews et al., 2009; Aragén-Sanchez & Sanchez-Marin, 2005;
Christiansen & Higgs, 2008; Ghobadian et al., 1998; Slater et al., 2006). They create
changes and uncertainties for their rivals to react to, and they operate a wide product-
market domain. Prospectors tend to be market leaders, and they are aggressive in
nature (Morgan & Strong, 1998). Defender organizations have limited product-market
domains; they maintain and protect aggressively their chosen market segments
(Ghobadian et al., 1998). They safeguard their market share (Aragén-Sanchez &
Sanchez-Marin, 2005). Analyzer organizations operate in a hybrid product-market
domains, with one comparatively stable (Andrews et al., 2009; Morgan & Strong,
1998; Pleshko & Nickerson, 2008; Rajagopalan, 1997). They possess the features of
both prospector and defender. Analyzers defensively analyse their environment with a
view to matching their capabilities with the environmental forces (Aragén-Sanchez &
Sanchez-Marin, 2005). Such organizations imitatively follow changes in the industry.
Analyzer organizations watch closely the developments in the industry as initiated by
competitors, and they rapidly adopt those ideas that are most promising (Ghobadian et
al., 1998; Sforey & Hughes, 2013). Reactor organizations hardly make adjustments in
their internal processes and structures until they are forced by environmental forces
(Storey & Hughes, 2013). Such organizations perceive changes and uncertainties in
their environments but rarely respond. Reactor organizations do not have a specific
strategy (Pleshko & Nickerson, 2008). They are unstable and inconsistent as a result
of their inabilities to respond to environmental changes swiftly (Andrews et al., 2009;

Aragén-Sanchez & Sanchez-Marin, 2005).
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2. Porter’s (1985) Strategy Types

Porter’s (1985) strategy typologies consist of cost leadership, differentiation, and
focus. Cost leadership strategy entails producing products at low possible cost and
offering the products at the prevailing industry or market prices (Sumer & Bayraktar,
2012). Organizations that adopt this strategy have cost advantage over competitors,
increase market share by fixing lower prices for their products and still make profits.
The risk in this strategy is that it can be imitated by competitors, most especially if
they have knowledge of the sources of cost reduction of the cost leader organizations.
Differentiation strategy involves offering a product that is different from the
competitors’ products (Sumer & Bayraktar, 2012). For this strategy to be effective,
the product must have certain attractive and distinct features which differentiate it
from other products in the marketplace. In this strategy, organizations search for and
select product qualities that appeal to prospective customers, and then distinctively
position themselves by offering products that satisfy those qualities that customers
want. For this strategy to be successful, the organization must be above average
performer in the industry, and the price of the product must be greater than the cost of
being unique. It is also not easy to sustain because it can be imitated by rivals. While
cost leadership and differentiation strategies seek broad competitive advantage within
the entire industry, focus strategy only seeks narrow competitive advantage within
selected industry segments (Sumer & Bayraktar, 2012). Focus strategy is divided into
two: cost focus and differentiation focus strategies. Both strategies depend on the
differences that exist in certain segments of the industry, either in the selected
segment or in other segments within the industry. Cost focus seeks cost advantage in

the selected market segment, and differentiation focus seeks differentiation in the
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targeted market segment. Specifically, cost focus strategy takes the advantage of the
distinctions in cost behavior in certain segments of the industry while differentiation
focus strategy takes the advantage of some peculiar needs of customers in some

industry segments.

3. Venkatraman’s (1989) Strategic Orientation Dimensions

Venkatraman’s (1989) strategic orientation dimensions encompass aggressiveness,
analysis, defensiveness, futurity, proactiveness, and riskiness. Aggressiveness trait
relates to the posture that an organization adopts in its deployment of resources for the
purpose of competing with rivals (Venkatraman, 1989). It defines the propensity of an
organization to challenge and outperform competitors. It involves investing huge
amount in product innovation in order to enhance market share relative to
competitors. An organization that is aggressive strives to improve its market share as
a means for achieving profitability. Analysis trait relates to problem-solving or
decision-making characteristic of an organization (Venkatraman, 1989). Analysis
involves critical examination of problems with a view to identifying the root causes of
the problems, and also generating alternative solutions to resolve the identified
problems. It refers to the extent to which internal consistency is achieved in the
deployment of resources for accomplishment of objectives as well as utilization of
management systems. For the purposes of clarifications, Venkatraman’s (1989)
analysis is conceptually different from the analyzer trait conceptualized by Miles and
Snow (1978) (Morgan & Strong, 1998). Mile and Snow’s analyzer behavior is
conceptualized as a balance between prospector and defender behaviors, which
implies that analyzer lies between prospector and defender behaviors (Morgan &

116



Strong, 1998). Venkatraman considers prospecting and defending behaviors
independently. Defensiveness is the same as Miles and Snow’s defender behavior.
This involves seeking ways to reduce cost and at the same time achieve efficiency. An
organization that adopts this strategy protects certain competencies it already
possesses (Morgan & Strong, 1998). These competencies could be in the areas of

products, technologies, or markets.

Futurity dimension implies that strategies are futuristic in nature in that they are
action-plans devised to achieve desired future goals or objectives (Morgan & Strong,
1998). This trait is shown in the degree of futurity that is reflected in certain strategic
decisions that an organization makes in terms of emphasis on effectiveness or
efficiency considerations. This is evident from the emphasis an organization places on
projecting future sales, customers’ needs as well as keeping abreast of changes in its
environment. Proactiveness trait relates to organization’s proactive disposition in
exploring and exploiting emerging or future opportunities in the marketplace (Basu &
Gupta, 2013). An organization that is proactive is not only interested in current
opportunities but also interested in future opportunities (Morgan & Strong, 1998).
This behavior is reflected in organization’s quest for new and profitable opportunities
(Basu & Gupta, 2013). Proactive organizations strive to be the first or among the first
organizations to explore and exploit new market opportunities (Basu & Gupta, 2013).
Riskiness refers to the extent to which an organization takes risks in exploring and
exploiting opportunities. It is reflected in the willingness and readiness of an
organization to commit own or borrowed resources to future projects (Basu & Gupta,

2013).
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2.5.5 Antecedents to Strategic Orientation

Contingency theory stipulates that there must be congruence among important
organizational variables for them to have positive impact on organizational
performance (Lumpkin & Dess, 1996). This means organizational strategies alone
may not be able to impact positively on organizational performance without other
organizational variables. Thus, for organizational strategies to be effective, other
organizational variables must be supportive and favourable too. Also, there must be a
fit between organizational strategies and external environmental forces for positive
results to be achieved (Griffith ef al., 2006). A good strategy must be properly aligned
with both internal organizational factors and external environmental forces (Griffith es
al., 2006). Therefore, the following antecedents to organizational strategies are

identified and explained.

1. Organizational Structure

Organizational structure has a significant effect on the type of strategy that an
organization adopts (Andrews et al., 2009). It also plays a key role in strategy
implementation. Organizational structure can either facilitate or hinder
implementation of organizational strategies. For organizational strategies to be well
implemented, the right structure must be put in place. Generally, a flexible and
adaptive organizational structure is required for effective implementation of
strategies. In other words, organizational strategy needs to be consistent with
organizational structure for it to be effective. Organizational structure stipulates the

nature of relationships that exist in an organization, and it defines how authority and
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communication flow in an organization. One major aspect of organizational structure
that has relationship with organizational strategies is the degree of centralization or
decentralization in an organization (Andrews et al., 2009). Some form of structures
may not be consistent with certain types of organizational strategies. For example, a
defender strategy will be effective in a bureaucratic organizational structure where
operations are centrally controlled by the top-level managers (Andrews ef al., 2009).
By contrast, a prospector strategy will be effective in a decentralized and flexible
organizational structure where individual employees are allowed freedom to
experiment their initiatives, and where they can explore and exploit opportunities in

their organization’s external environment (Andrews et al., 2009).

2. Organizational Culture

Organizational culture is crucial when organization is formulating strategies. It is an
important element of an organization. Organizational culture defines how
organization functions and relates with its external environment. A strong
organizational culture allows effective integration of organizational tasks. Also,
adaptive culture enhances adaptation of organizational strategies to the external
environmental forces. There must be proper alignment between organizational culture
and organizational strategies for an organization to be successful. Organizational
culture influences the strategic orientation of an organization (Chuang, Morgan, &
Robson, 2012; Storey & Hughes, 2013). Research findings show that entrepreneurial
culture is positively related to Miles and Snow’s (1978) prospector strategy (Storey &
Hughes, 2013). A prospector strategy could only be effective if the organization has a
strong and entrepreneurial culture (Storey & Hughes, 2013). In the same way,
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analyzer strategy could only be effective when the organization has a learning culture
(Storey & Hughes, 2013). This is because analyzer strategy demands that an
organization monitors and gathers relevant information about customers’ needs and

competitors’ strategies. All this requires a learning culture for it to be successful.

3. Organizational Resources and Capabilities

Organizational resources and capabilities are necessary ingredients for effective
formulation and implementation of organizational strategies (Basu & Gupta, 2013;
Sinkovics, 2004). They are necessary for an organization to be able to explore and
exploit market opportunities (Storey & Hughes, 2013). Resource-based view (RBV)
theory states that possession of resources and capabilities or competencies that are
rare, valued, and difficult to duplicate and substitute gives an organization a
competitive advantage, which, in turn, leads to superior organizational performance
(Barney, 1991). This implies that in-between organizational resources and capabilities
and competitive advantage lies organizational strategies.  This is because
organizational strategies are formulated for the purpose of gaining a competitive
advantage over competitors in the marketplace. Also, organizations formulate
strategies so as to outperform competitors and achieve superior performance. Existing
literature reveals that superior organizational performance is a product of
organizational resources and strategies (Basu & Gupta, 2013). Organizational
resources include financial, material, and human resources. Organizational
capabilities refer to the collection of skills and knowledge that enable organizations to
carry out their functions, and they also enable organizations to make effective and

efficient use of their assets (Desarbo, Benedetto, & Song, 2005; Song, Benedetto, &
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Nason, 2007). Organizational capabilities could be: possession of modern technology
or engagement of employees that possess specialized or expertise skills and
knowledge. They also include production capability such as having production
efficiency, and marketing capability which is the ability of an organization to market
its products competitively (Desarbo et al., 2005; Song et al., 2007). In a nutshell,
organizational resources and capabilities are sources of competitive advantages, and
they are required for effective formulation and implementation of organizational

strategies such as being able to market organizational products.

4. External Environment

External environmental conditions have a lot of implications for operating business
organizations (Luo & Park, 2001). Organizational strategies are formulated in order to
respond to external environmental forces. In other words, external environment
determines the type of strategy that an organization adopts. Researchers posit that a
good strategy must be properly aligned with the organization’s external environment
(Aragén-Sanchez & Sanchez-Marin, 2005; Hambrick, 1983; Hung, 2007). The
environmental conditions that necessitate formulation and implementation of
organizational strategies are competitive intensity and environmental dynamism.
Competition puts pressure on business organizations. Therefore, in order to cope with
competition, appropriate strategies must be formulated and implemented (Griffith et
al., 2006). Furthermore, for any business organization to survive, gain a competitive
advantage, and achieve superior performance; it must respond as quickly as possible
to certain changes in its external environment with effective and efficient strategies.

In addition, different environmental conditions require different organizational
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strategies (Desarbo ef al., 2005). For instance, a prospector strategy is deemed
appropriate when: the industry is in its early stage of product life cycle, the market is
not fully developed, there are few known rivals, and the structure of the industry is
still evolving (Desarbo ef al., 2005). By contrast, a defender strategy is considered
appropriate when the above conditions for a prospector strategy are reversed (Desarbo
et al., 2005). Analyzer strategy favours the middle ground. For example, an analyzer
strategy is considered appropriate when: there are many competitors, the structure of

the industry is still evolving, and a shake-out is unavoidable (Desarbo et al., 2005).

2.5.6 Strategic Orientation and Organizational Performance

Organizational strategies have been adjudged as a source of competitive advantage,
which, in turn, leads to superior organizational performance (Hung, 2007). The type
of strategy that an organization adopts defines its strategic orientation. Research
findings reveal that there is a relationship between organization’s strategic orientation
and performance (Hung, 2007; Storey & Hughes, 2013; Pleshko & Nickerson, 2008;
Tuma, 2013). It is argued that organizations that exhibit more proactive strategic
behaviors are likely to be profitable and productive than those that are less proactive
in their strategic behaviors (Aragon-Sanchez & Sanchez-Marin, 2005). Researchers
have examined empirically the relationship between strategic orientation and
organizational performance. Findings from their studies concerning the relationships
between certain types of strategies and organizational performance are mixed

(Aragdén-Sanchez & Sanchez-Marin, 2005).
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