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Abstract This study aims to examine the effects of demographic factors on market orientation culture among the small
and medium enterprises (SMEs) in Malaysia. SMEs contribute greatly to an economy but SMEs in Malaysia were found to be
lacked of competency. Market orientation culture was found to be an important strategic capability that enables firms to
achieve sustainable competitive advantage. Thus, it is important to study the practices of market orientation culture among
SMEs. This study adapted the MKTOR scale of market orientation. The original items of market orientation was validated
through a content validity and pilot study. The data collection for the actual study was done through email. 517 usable
responds were collected. The factor analysis confirmed that items of market orientation were segregated according to
customer orientation, competitor orientation and interfunctional coordination. The findings of data analysis also concluded
the impact of core industry, number of employees, main customer group, information and communication (ICT)-related
operation and family ownership on market orientation culture.
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1. Introduction

Small and medium enterprises (SMEs) make up important
parts of economies. They occupy majority of the business
establishments and contribute critically to the economic and
social wellbeing. In Malaysia, SMEs were targeted to be the
“game changer” in the transformation of the nation economy
([1]). Thus, there is a need to develop a larger pool of
competitive SMEs in the nation ([1]). The competitiveness
of the firms, according to resource-based theory ([2]) can be
derived from the firms’ capabilities that are valuable, rare,
imperfectly imitable and imperfectly substitutable.
Nonetheless, the SMEs in Malaysia were generally found to
be lacked of competitiveness. A possible reason is due to the
lack of resources, especially the financial resources of SMEs
to invest in strengthening the competency of the firms. Thus,
heavy investment in build strategic capabilities among them
would be unlikely. Therefore, market orientation culture
would be an ideal strategic capability for SMEs to pursue
([3D.

Market orientation has long been studied as an important
capability of a firm. In general, market orientation refers to
the idea of generation, dissemination and use of market
intelligent to create greater value for the customers ([4]). It
directs the emphasis of a firm to the perspective of the
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customers with the main aim of satisfying them ([4], [5]).
This capability is crucial to small and medium enterprises
(SMEs) as the limited resources owned by them might
restrict their access to other capabilities ([3]), especially the
capabilities that required significant financial investment.
Furthermore, market orientation was also found to be crucial
in strengthening the firms’ innovation ([6-11]) and
performance ([3], [6], [8], [12-21]). Thus, it is not surprise
that the popularity of market orientation study had increased
overtime and covered variety of areas and industries ([22]).
Despites the research interest in market orientation, limited
study has been directed to understand the effects of
demographic factors on market orientation culture. Studying
the impact of demographic factors would facilitate greater
understanding on the market orientation practices in different
firms® settings. The findings could provide an important
piece of knowledge to understand what characteristics of
SMEs would foster greater implementation of market
orientation culture in the firms.

The demographic factors include the SMEs’ years of
establishment, core industry, size, main customer group,
operating in information and communication technology
(ICT)-related business, family and corporate ownership. The
market orientation scale is adapted from MKTOR scale by
[12]. The items were validated through a content validity and
a pilot study before the actual data collection. The data is
collected through survey on SMEs in Malaysia. Since
modification was made on the [12]’s MKTOR scale, factor
analysis is conducted to validate the construct validity of the
scale and Cronbach’s alpha is used to ascertain the inter-item
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consistency of the concept. To test the effects of
demographic factors on market orientation culture, the
One-Way ANOVA and independent sample t-test are used.
The next section further discussed the market orientation.

2. Literature Review

Market orientation culture has been tipped to be an
important capability for the firms. This study argues that
market orientation fulfilled the four criteria of valuable, rare,
imperfectly substitutable and imperfectly imitable to
contribute to firms’ sustainable competitive advantage as
suggested by [2]. Firstly, market orientation is valuable as it
is crucial in providing market intelligence to the firms. This
market intelligence is important for the firms to outperform
the competitors in providing greater value to the customers
([4], [12]). Furthermore, market orientation was found to be
a good predictor for firm performance ([22]). Next, market
orientation culture is rare. The findings of [23] in United
Kingdom revealed that small businesses tend not to focus on
marketing. Although [24] found the opposite in United
States, [25]’s study in Malaysia shown that the score for
market orientation among their sample was not particularly
high. Furthermore, [25]’s sample did include approximately
35 percent of larger firms that were considered to be more
market-oriented ([23]). Thus, this provide the evidence that
not many SMEs in Malaysia were equipped with market
orientation culture. Thirdly, the notion of market orientation
as an imperfectly imitable capability can be proven as it is a
culture that is deeply embedded within a firm ([4], [7]).
Market orientation culture would require the firmwide
commitment from the firms. Adding this firmwide
commitment and the nature of ad hoc and short term decision
making in SMEs, they form a socially complex system that is
difficult to be imitated. Lastly, market orientation is
imperfectly substitutable. Although market orientation could
be substituted by other capabilities, [2] had argued that
existence of substitutes does not automatically suggest that a
capability is substitutable. Reference [3] argued that SMEs
can hardly afford to build capabilities that required heavy
financial investment thus viewed market orientation as an
ideal capability for them. Furthermore, the findings of [7]
revealed that a possible close substitute of market orientation
— the entrepreneurial orientation was not able to explain firm
performance as well as market orientation. Thus, these
arguments conclude that market orientation is a strategic
capability that can contribute to firm competitive advantage.
Thus, it is not surprise that market orientation has received
significant attention in previous studies.

The popularity of research on market orientation was on
an increasing trend ([22]). The development of market
orientation was mainly concentrating on the works of [12]’s
MKTOR scale of market orientation and [26]’s MARKOR
scale of market orientation. The MKTOR scale of market
orientation was developed based on the literature of market
orientation and sustainable competitive advantage ([12]).
This scale focuses on the business cultural perspective of

market orientation ([4]) with the emphasis on the customers
([27]). The MKTOR scale of market orientation consists of
three factors, namely customer orientation, competitor
orientation and interfunctional coordination ([12]). Together,
they denote the ideas of understanding the customers,
competitors and coordinate the firms’ resources and
capabilities to create more values to the customers ([12]).
The MARKOR scale of market orientation on the other hand
emphasises mainly on the organisation aspect ([27]) by
focusing on behavioural perspective in their measures ([4]).
The three factors of MARKOR scale of market orientation
are  intelligence  generation,  dissemination  and
responsiveness ([26], [28]). This covers the activities of
collecting market intelligence on customers, disseminate the
information across functions within the firm and firm’s
responses to the market intelligence ([28]). The MARKOR
scale was developed mainly to overcome the limitations of
the MKTOR scale in comprehensively addressing the factors
satisfying customers’ needs and expectations, the speed of
collecting and disseminating market intelligence and
measuring the behaviour and activities aspects of market
orientation ([28]).

Both MKTOR and MARKOR scales of market orientation
were developed since more than two decades ago but
continued to attract research attention. The MKTOR scale of
market orientation was used in the studies like [8], [9], [11],
[21] and [29] while MARKOR scale was adapted in the
studies of [10], [18] and [20]. This evidenced that both
market orientation scales remain relevant despites the
passage of time. Various comparisons were made on these
two market orientation scales as well. Reference [28] argued
that the MARKOR scale was developed mainly to overcome
the limitations of the MKTOR scale in comprehensively
addressing the factors satisfying customers’ needs and
expectations, the speed of collecting and disseminating
market intelligence and measuring the behaviour and
activities aspects of market orientation. In addition to that,
[27] was in favour of MARKOR scale, citing the reasons that
MARKOR scale was more consistent with the definition of
market orientation and include the firms’ practices and
capabilities in the measures. MKTOR scale on the other hand
was criticised for neglecting the cultural dimension of
market orientation, overly emphasising on the customer
dimension and functioning only like a check list of market
orientation activities ([27]). On the other hand, [3], [13] and
[14] were in favour of MKTOR scale. They argued that
MKTOR scale was more relevant to the context of small
businesses ([3], [30]) and [13] concluded the superiority of
MKTOR scale in term of convergent and discriminant
validity. Reference [31] found both MKTOR and MARKOR
scales to be highly consistence and correlated while [32]
found that both of the scales could only achieve the desired
level of model fit after several deletions of item were done.

This study adapts the MKTOR scale of market orientation
in considering that this study is targeting on SMEs. As
argued by [3] and [30], MKTOR scale was more relevant to
the context of small businesses. In addition to that, additional
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consideration was given to the findings in [13] study that
MKTOR scale was superior in term of convergence and
discriminant validity. Nonetheless, the MKTOR scale would
be further validated in this study through a content validity
and a pilot study. The details are explained in the next
section.

3. Research Methods

This section discusses the research framework, research
instruments, the pilot study, sampling method, data
collection method and statistical analysis methods. This
study examines the impact of demographic factors including
the SMEs’ years of establishment, core industry, number of
employees, main customer group, ICT-related operation,
family ownership and corporate ownership on market
orientation culture. The main aim is to identify the
characteristics of the SMEs that built better market
orientation culture.

The research instrument for market orientation used in this
study was adapted from [12]’s MKTOR scale of market
orientation. The items were then went through the process of
content validity and a pilot test before proceeding to the
actual study. The content validity is to ensure that the
instruments remain relevant and comprehensive to the latest
business environment. This study adapted the Delphi method
by [33] and [34] to conduct the content validity. The
multi-round Delphi method can ensure that proper process of
eliciting and evaluating of the items from the experts. The
evaluation of content validity includes the dimensions of
comprehensiveness  ([35], [36]), relevancy and
representativeness of the items in measuring the concepts
([371, [38]). The modified-Delphi method used in this study
consisted of one pre-Delphi round, three rounds of actual
Delphi survey and one round of post-Delphi methodological
expert review ([39], [40]).

The pre-Delphi round involved identifying the initial
items from [12] and invitation of experts to the study. The
experts consist of academics, practitioners and industry
experts. The number of experts invited, agreed to participate,
and actual participations in each rounds were presented in
Table 1 ([40]). In the first round of the Delphi survey, the
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experts were asked to add more items to each of the concepts
according to the definition provided. This is to ensure the
comprehensiveness of the items in measuring the concepts.
The items were then compiled and condensed for the second
round evaluation. In the second round, the experts were
asked to evaluate the relevance of the items generated
through the first round according to the definition for each
concept on a dichotomous scale. The items rated as relevant
by at least 80 percent of the experts ([41]) would be retained
for further evaluation. The third round of Delphi survey rates
the items remained after the second round evaluation for
their importance in measuring the concepts. The experts
were asked to evaluate the importance of the items on a
four-point scale, ranging from not important to very
important. The items with more than 80 percent of the
experts rating on point three or four that indicated important
and very important or the mean of the rating above three out
of the four-point scale were retained. The number of items
after each of the round is presented in Table 2. After the three
rounds of Delphi survey, a methodological expert review
was conducted to evaluate the appropriateness and clarity of
the language used ([42]). The reviewers in this post-Delphi
round of review consisted of three undergraduate students,
six academics, two working adult, a businessman and a
non-working adult. The main purpose is to ensure the
wording used in the questionnaire is understandable.

After the content validity, a pilot study was conducted.
The objectives of the pilot study were to reduce the number
of items, ensuring the unidimensionality and inter-item
consistency of the items measuring the same concept. The
survey for pilot study was conducted using a convenient
sampling method. Between the period of September 2010
and December 2010, 75 set of questionnaires were collected
but only 68 sets were usable. Factor analysis was conducted
to reduce the number of items for each of the factors and to
ensure the unidimensionality of the concepts ([43]). The
items to be retained through the factor analysis must achieve
communalities of at least 0.40 ([44]) and factor loading of
0.32 ([44]) In addition to that, Cronbach’s Alpha analysis
was used to determine the inter-item consistency for each of
the factors. The acceptable Cronbach’s Alpha was set as
0.70.

Table 1. Criteria for expert selection and number of respondents

No. of Respondents

Category Criteria Invited
(agree) Round 1 Round 2 Round 3
©® Government or NGO officers involved
Industry expert in assisting the SMEs in Malaysia 24.(10) 2 ! !
® With a Doctorate degree
Academic expert ® Research mtere.sts in the area of . 20 (9) 6 5 6
entrepreneurship, small and medium
enterprises or strategic management
° 5 .
Practitioner SMEs OWner-managers or managers in 23 (4) 5 1 1
Malaysia
Total 67 (23) 10 7 8
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The final items retained for each of the market orientation
factors is presented in Table 2. The initial items adapted from
[12] were five items for customer orientation, four for
competitor orientation and five for interfunctional
coordination. During the first round of brainstorming, the
number of items for all the three factors increased to 14, 10
and 11 respectively. The number of items for customer
orientation and interfunctional coordination were retained to
be 14 and 11 respectively after completing all the three
rounds of Delphi survey while the items of competitor
orientation were reduce to 10 from 12 in the second round
and no further reduction of item in the third round. The
number of items for each of the factors were further reduced
in the pilot study. The factors analysis conducted based on
the data collected through pilot study managed to reduce the
number of items in customer orientation to 7, competitor
orientation to 5 and interfunctional coordination to 9. All the
factors fulfilled the inter-item consistency with Cronbach’s
alpha higher than 0.70.

Table 2. Number of Items for each Factors after each Round of Delphi
Method and Pilot Study

Delphi Survey

Construct/ Initial Pilot
concept Items Round Round Round Study
1 2 3
Customer 5 14 14 14 7
orientation
Competitor 4 12 10 10 5
orientation
Interfunctional

W
—_
—
—_
—_

coordination 1 ?

The final survey form consists of a cover page, a consent
agreement and the items for demographic factors and market
orientation. The consent agreement form is adapted from the
Professor Dr. Paul Benjamin Lowry with his written consent.
The consent agreement consists of research purpose,
research sponsor, reminder on voluntary participation,
contact person should the respondents have queries, promise
on confidentiality of the respondents’ identity, benefits and
risks of participating in the research, and the procedure to
agree to participate in the study. The demographic questions
include years of establishment, core industry, number of
employees, main customer group, information and
communication  technology  (ICT)-related  business
operations, family ownership and corporate ownership.
Categorical scale was used to measure the demographic
questions. The questions for market orientation were
measured using a six-point scale, ranging from strongly
disagree to strongly agree. The removal of neutral point is to
avoid the problem of social desirability bias ([45]) that is
particularly a concern for a study in Asia ([46]).

The sampling frame for this study made up of SMEs with
email contact from the directories of Federation of
Malaysian Manufacturer (FMM), Malaysia Development
Corporation (MDeC), Small and Medium Enterprise
Corporation Malaysia (SME Corp. Malaysia), and Malaysia

SME Business Directory. The sampling frame consisted of
24,378 SMEs operating in various industry. The SMEs were
contacted through email between February 2011 and
November 2011. Only 12,863 emails reached the targeted
respondents. After two reminders, 532 responses were
collected in which 517 were usable. Email was used because
it facilitates greater two-way communication between the
researcher and the targeted respondents and enable the
survey form to reach respondents throughout the nation with
minimum cost and impact on the environment.

The data collected was analysed using SPSS. First, factor
analysis was used to analyse the discriminant validity among
the different factors. For the factor loading, the study uses the
rules of 0.6/0.4 where the items with primary loading of
higher than 0.60 and secondary loading of lower than 0.40
were retained ([47]). Then, Cronbach’s Alpha analysis was
used to ascertain the inter-item consistency of each of the
factors. The frequency analysis for the demographic factors
and mean analysis for the market orientation would also be
presented. Lastly, One-Way ANOVA and independent
sample t-test were used to test the impact of demographic
factors on the market orientation culture. The next section
discusses the results and findings of the statistical analysis.

4. Statistical Results and Findings

Table 3. Demographic Profile of the Responding SMEs

Variables Attributes Frequency Percentage
5 and lesser 114 222
Years of 6to 10 120 23.4
Establishment  111to 15 110 21.4
16 and above 169 33.0
Manufacturing 209 40.7
Services 180 35.1
Core Industry .
Trading 88 17.2
Others 36 7.0
Less than 5 115 22.5
No. of 5020 186 36.5
Employees 21to0 50 97 19.0
51to 150 112 22.0
Businesses 323 63.0
Main Retail Consumers 108 21.0
Customer
Group Government 46 9.0
Others 36 7.0
Yes 175 345
ICT-Related
No 332 65.5
Family Yes 163 31.5
Ownership No 354 68.5
Corporate Yes 90 17.5
Ownership No 423 82.4

Table 3 shows the demographic profile of the SMEs that
responded to the study. The SMEs were in different life cycle
based on their years of establishment. They were well
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segregated into the four categories of years of establishment
with 33.0 percent have established for 16 years and above,
23.4 percent form between 6 and 10 years, 22.2 percent for 5
years and below and another 21.4 percent for between 11 and
15 years. Majority of them were operating in manufacturing
industry (40.7%) followed by services industry (35.1%). In
term of the SMEs’ size as measured by the number of
employees, the SMEs were found to be small in general with
59 percent of them were having 20 or lesser employees
(22.5% with less than 5 employees while 36.5% with
between 5 and 20 employees). Nonetheless, 22 percent of
them were in the category of medium enterprises with
between 51 and 150 employees. Most of the SMEs were
supplying to another businesses as their major customers
(63.0%) while another 21.1 percent of them were selling to
the retail customers. In term of the nature of business, 34.5
percent of the SMEs were operating an information and
communication technology (ICT)-related business, 31.5
percent were family-owned and 17.5 percent were direct
subsidiary of another business.

Table 4. Factor Analysis for Market Orientation Construct

Items Components Cronbach’s Alpha
1 2 3

CuO2 0.849

CuO3 0.842

CuOl 0.835

CuO6 0.831 0.960

CuO5 0.824

CuO4 0.813

CuO7 0.780

IFC7 0.862

IFCS 0.832

IFC9 0.821

IFC4 0.809 0.942

IFC8 0.767

IFC3 0.693

IFC1 0.637

Co0O3 0.842

Co0O2 0.827

CoO5 0.763 0.907

CoOl 0.755

CoO4 0.690

Table 4 shows the results of factor analysis using principle
components method and varimax rotation. The items were
rotated into three components. Two items (IFC2 and IFC6)
were deleted due to factor loading lower than 0.60 and
communality lower than 0.50. The items were segregated
accordingly to their respective factors as were developed
through the content validity and pilot study. All the items had
the factor loading above 0.60. Thus, consistent the previous
studies, the market orientation were segregated into
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customer orientation (factor 1), interfunctional coordination
(factor 2) and competitor orientation (factor 3). In addition to
that, Cronbach’s Alpha was used to test the inter-item
consistency among the items within a factor. The results
show that all the three factors had high level of inter-item
consistency.

The results of mean analysis are presented in Table 5. The
results showed that the mean for all the three factors in
market orientation were well above the mid-point of the
six-point scale used in this study. The mean for customer
orientation was the highest with the value of 5.072 (standard
deviation = 0.765), followed by interfunctional coordination
(mean = 4.615; standard deviation = 0.834) and competitor
orientation (4.553; standard deviation = 0.897). This showed
that the SMEs were focusing heavily on understanding and
satisfying the customers. Similarly, there is also evidence to
show that the SMEs were emphasising on understanding the
competitors and coordinate the information across different
functions within the firms. Nonetheless, relatively lesser
focus was given on these two dimensions of market
orientation relatively to the customers.

Table 5. Descriptive Analysis for Market Orientation Constructs

Variables N Mean ]S)t;l;:;:)ﬂ
Customer Orientation 517 5.072 0.765
Competitor Orientation 517 4.553 0.897
Interfunctional Coordination 517 4.615 0.834

Table 6 shows the results of One-Way ANOVA and
independent sample t-test for the differences among the
demographic variables of the SMEs on the customer
orientation, competitor orientation and interfunctional
coordination. In general, the results show that significant
differences were found among the SMEs operating in
different industries, serving different group of customers,
operating ICT-related businesses and the family ownership.
On the other hand, years of establishment, number of
employees and corporate ownership did not have any impact
on market orientation. The following paragraphs will discuss
the findings in detail.

The age of the SMEs, measured by years of the firms’
establishment, was not found to have any significant impact
on customer orientation, competitor orientation and
interfunctional coordination. SMEs with 6 to 10 years of
establishment were found to score highest mean in customer
orientation (mean = 5.196; standard deviation = 0.795) and
interfunctional coordination (mean = 4.712; standard
deviation = 0.819) and second highest in competitor
orientation (mean = 4.585; standard deviation = 0.905)
behind SMEs that were established for 16 years and above
(mean = 4.586; standard deviation = 0.801). Nonetheless, no
significant different was found in the One-Way ANOVA
across all the three dimensions of customer orientation
(F=1.660; p>0.05), competitor orientation (F=0.414; p>0.05)
and interfunctional coordination (F=1.358; p>0.05).
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Table 6. One-Way ANOVA and T-Test for the Differences among SMEs in Market Orientation

Customer Orientation Co‘mpeti‘tor Interfu{lcti(.)nal
Variables Attributes Orientation Coordination
Mean F/t Mean F/t Mean F/t
(SD) (Sig) (SD) (Sig,) (SD) (Sig)
Years of 5 and lesser 4.994 1.660 4.475 0.414 4.511 1.358
Establishment (0.879) (0.175) (0.987) (0.743) (0.955) (0.255)
6to 10 5.196 4.585 4712
(0.795) (0.950) (0.819)
11to 15 5.084 4.547 4.666
(0.730) (0.891) (0.743)
16 and above 5.028 4.586 4.615
(0.765) (0.801) (0.834)
Core Industry Manufacturing 5.012 3.861 4.566 0.974 4.621 2.250
(0.710) (0.022) (0.853) (0.378) (0.759) (0.107)
Services 5.203 4.512 4.694
(0.695) (0.945) (0.834)
Trading 5.000 4.673 4.469
(0.893) (0.884) (0.907)
No. of Less than 5 5.051 0.293 4.499 2.111 4.450 3.798
Employees (0.829) (0.831) (1.000) (0.098) (1.026) (0.010)
51020 5.066 4.487 4.590
(0.769) (0.927) (0.763)
21to 50 0.057 4.549 4.626
(0.781) (0.864) (0.778)
51to 150 5.135 4.741 4.818
(0.682) (0.750) (0.756)
Main Customer Businesses 5.065 3.436 4.566 2.597 4.629 4.851
Group (0.728) (0.033) (0.869) (0.076) (0.818) (0.008)
Retail 4.984 4.420 4.463
Consumers (0.821) (0.902) (0.873)
Government 5.326 4.765 4.907
(0.749) (0.904) (0.645)
ICT-Related Yes 5.220 3.021 4.704 2.763 4.779 3.198
(0.757) (0.003) (0.915) (0.006) (0.810) (0.001)
No 5.006 4.474 4.531
(0.761) (0.881) (0.840)
Family Yes 4.948 -2.498 4.468 -1.476 4.507 -1.906
Ownership (0.727) (0.013) (0.932) (0.141) (0.896) (0.058)
No 5.128 4.592 4.664
(0.777) (0.879) (0.801)
Corporate Yes 5.137 0.881 4.571 0.299 4.692 1.004
Ownership (0.759) (0.379) (0.783) (0.765) (0.821) (0.316)
No 5.058 4.540 4.594
(0.168) (0.919) (0.838)

The core industry of the SMEs was found to have a
significant impact on customer orientation (F=3.861; p<0.05)
but not on competitor orientation (F=0.974; p>0.05) and
interfunctional coordination (F=2.250; p>0.05). SMEs in
services industry were found to score the highest in customer
orientation (mean=5.203; standard deviation = 0.695) and
interfunctional  coordination (mean=4.694; standard
deviation=0.834) while SMEs in trading industry scored the
highest in mean for competitor orientation (mean=4.673;
standard deviation=0.884). It is also interesting to note that
the score of competitor orientation for SMEs in services

industry was the lowest with the mean of 4.512 (standard
deviation=0.945). The results of One-Way ANOVA showed
that SMEs in services industry performed significantly better
than their counterparts in manufacturing industry in
customer orientation (mean difference=0.191; p<0.05). The
finding is expected as firms in service industry have closer
interaction with the customers compared to the firms in
manufacturing industry. No difference was found for the
competitor orientation and interfunctional coordination
among SMEs in services industry, manufacturing industry
and trading industry.
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For the impact of firm size on the market orientation,
SMEs with more than 50 employees were found to have
higher mean score for all three factors of market orientation;
the customer orientation (mean=5.135; standard
deviation=0.682), competitor orientation (mean=4.741;
standard deviation=0.750) and interfunctional coordination
(mean=4.818; standard deviation=0.756). The One-Way
ANOVA results showed a significant difference among the
firms with different size in interfunctional coordination
(F=3.798; p<0.05) while no difference was found for
customer orientation (F=0.293; p>0.05) and competitor
orientation (F=2.111; p>0.05). For the significant difference
in interfunctional coordination, the results of pos hoc
analysis showed that SMEs with more than 50 employees
scored significantly higher than SMEs with lesser than 5
employees (mean difference=0.368; p<0.05). The findings
concluded that larger size firms with more organise
organisational structure could be the reason for them to
coordinate  better  throughout different functional
departments within the firms.

The results of One-Way ANOVA also found significant
difference in customer orientation (F=3.436; p<0.05) and
interfunctional coordination (F=4.851; p<0.05) for SMEs
focusing on serving difference customer groups. No
significant difference was found in competitor orientation
(F2.597; p>0.05). The SMEs focusing on government as
their main customers were found have higher mean score in
all three market orientation factors. Their mean in customer
orientation was 5.326 (standard deviation=0.749), in
competitor orientation was 4.765 (standard deviation=0.904)
and in interfunctional coordination was 4.907 (standard
deviation=0.645). Significant difference was found between
SMEs focusing on government as their main customers and
SMEs focusing on retail consumers as their main customers
in customer orientation (mean difference = 0.342; p<0.05)
and interfunctional coordination (mean difference = 0.444;
p<0.05). This could be likely due to the lesser number of
customers that they are dealing with and the bargaining
power of the customers. Both of the factors require the SMEs
to be fully concentrate to serve their customers when they are
dealing with the government. The firm-wide commitment is
needed in this case. This argument is further supported by the
results of the study that SMEs focusing on businesses as their
main customer group scored above their counterparts
focusing on retail consumers in customer orientation and
interfunctional coordination, although the results were not
statistically significant. Thus, customers with stronger
bargaining power could force the SMEs to be more
market-oriented.

On top of that, involvement in ICT-related business and
the family ownership were found to have impact on the
market orientation of the SMEs. SMEs that operate in
ICT-related businesses were found to be more customer
oriented (t=3.021; p<0.05), competitor oriented (t=2.763;
p<0.05) and foster greater coordination across different
functions within the firms (t=3.198; p<0.05). This could be
likely due to their familiarity with ICT. Nonetheless, further
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study is needed to ascertain the role of ICT in market
orientation. On the other hand, family-owned SMEs were
found to be significantly less focus on customer orientation
compared to non-family-owned SMEs (t=-2.498; p<0.05).
No difference was found between family-owned and
non-family-owned SMEs in competitor orientation (t=-1.476;
p>0.05) and interfunctional coordination (t=-1.906; p>0.05).
The mean value for family-owned SMEs was lower than the
non-family-owned SMEs in these two dimensions.
Corporate ownership of the SMEs, on the other hand has no
significant impact on market orientation. Although the mean
for SMEs owned by a corporation was higher than the
non-corporate owned SMEs in all three dimensions of
market orientation, no significant difference was concluded.
This shows that SMEs that are the direct subsidiary of a
corporation do not enjoy significant advantage in term of
being more market-oriented compared to their counterparts.
However, evidence from the study showed that those that are
owned by family were relatively weaker in customer
orientation.

5. Discussion and Recommendations for
Future Research

The findings of the study revealed that SMEs operating in
ICT-related business and the main customer group they are
serving were found to have impact on market orientation
culture of the firms. In addition to that, their core industry,
number of employees and family ownership were also found
to have some effects on market orientation. No effect from
years of establishment and corporate ownership were
observed in this study.

The impact of the operation in ICT-related business has on
market orientation culture could signal the importance of
ICT in collecting market intelligence related to customers
and competitors and facilitate greater cross-functional
coordination in disseminating the market intelligence. The
nature of SMEs involving in ICT-related business to be more
ICT savvy could justify the argument. Nonetheless, further
study to directly linking to ICT competence to the market
orientation could provide clearer evidence to support the
importance of ICT on market orientation. Next, the
significance impact of main customer group on customer
orientation and interfunctional coordination suggested the
possibility that buyer bargaining power and concentration
did play an important role in deciding firms’ level market
orientation. The findings of this study concluded that SMEs
focusing on serving government sector buyers were more
customer-oriented and coordinated the market intelligence
better across different functions relative to the SMEs
focusing on retail consumers. Logically, the greater
bargaining power from the public sector buyers could be an
important factor explaining the findings. It is so clear that the
public sector buyers are more concentrated and have stronger
bargaining power over the retail consumers. Thus, the
importance of external factors in influencing the firms’ level
of market orientation could not be discounted as well.



American Journal of Economics 2015, 5(2): 64-73 71

Further study might need to examine the drivers of market
orientation from this perspective.

On the other hand, the SMEs’ core industry, number of
employees and family ownership were also found to have
some extend of impact on market orientation culture. SMEs
in services industry were found to be more superior to their
counterparts in trading businesses in term of customer
orientation. This is well expected as the nature of services
businesses naturally needs greater interaction with their
customers in the process of providing the services. Moreover,
the element of personalisation in services also required the
service providers to greatly understand the special
requirements of the customers. This has made them more
customer-oriented. In term of number of employees, it was
only found that the larger SMEs benefits from greater
coordination across different functions within the firms but
they were not found to utilise their larger size to gain more
market intelligence on their competitors and customers.
Similarly, the claim that the smaller size firms have the
advantage of greater understanding of customers by staying
closers to them was not supported by the statistical results of
this study. Family-owned SMEs were interesting found to be
less customer-oriented compared to non-family-owned
SMEs. The family-owned SMEs were also found to score
lower for the competitor orientation and interfunctional
coordination. This could raise the question on whether the
family-owned SMEs are less capable in managing the firms
as a whole. The unique features of family-owned SMEs
could set barriers for recruiting and retaining the talents.
Furthermore, the possibility of the family members
dominating the management would heavily influence the
decision-making of the firms, including a decision to
prioritise the interest of family members over committing
greater resources to serve the customers. Nonetheless, this
would require more evidence from future research to
conclude.

The insignificant of years of establishment and corporate
ownership on market orientation culture indicated that the
SME:s failed to capitalise their experience and the advantage
of having a parent firm to build a more market-oriented
culture. The greater experience in the business should
theoretically enable the SMEs to have greater understanding
on their customers and competitors. Nonetheless, the agility
of the younger SMEs to enter the market with greater
understanding of the customers and competitors and more
readily to act on the market intelligence could offset the
greater experience of the larger counterparts. This could be
explained through the high mean score for SMEs across
different categories of years of establishment. Similarly, the
advantage of the support from the parent firms for
corporate-owned SMEs could be offset of the flexibility and
faster decision making in the independent SMEs.

6. Conclusions

This study validate the MKTOR scale of market

orientation for content validity and inter-item consistency.
The MKTOR scale of market orientation were divided into
three factors, namely customer orientation, competitor
orientation and intefunctional coordination. In the context of
SMEs, the study found that SMEs were focusing on all three
dimensions of market orientation, especially in term of
customer orientation. In addition to that, this study concludes
the effects of core industry, number of employees, main
customer group, ICT-related operations and family-based
ownership on market orientation. Based on the findings of
the study, future research should be directed to examine
further on the impact of ICT, buyers bargaining power and
concentration have on the market orientation.
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