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ABSTRACT

This paper builds a conceptual framework on antecedents of organizational
performance. A systematic literature review was conducted to study the possible
antecedents of the performance. The major focus was on absorptive capacity,
entrepreneurial orientation and market orientation. The study provides a conceptual
framework, which is a unique contribution to literature and practice.
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INTRODUCTION

For building a sustainable industrial base to overcome economic problems related to the
increasing unemployment rate and to reduce reliance on international architectural design
consultants, design and architectural firms in Shanghai region appear to be one of the
fundamental solutions says report by The Regional Development Strategy for Shanghai
Region (RDSKR) 2014.

In China, industry is currently facing problems within the organization regarding the lack of
working skills in employees, low organizational loyalty and language. A recent study
revealed that there still are many problems in the organization such as the lack of liquidity,
investment, cost of operation, procurement, increased turnover, ability to make profit, and
marketing. Marketing plans and responsive Market Orientation rarely proved to be successful
when applied because market promotion is used regardless of the needs and customers’
desires. Especially, this marketing strategy is used during the low season but usually remains
u successful because it is implemented without knowing the genuine needs and requirements
of the customers.

External world cannot be controlled by the business, therefore as suggested by (Appiah-Adu
& Ranchhod, 1998)they have look within themselves so that the tools and means of thriving
in any difficult situation could be find. Market Orientation is one of such valuable internal
resource which as recommended by (Levitt, 1960) aids them in operating their businesses
more productively. Jaworski and Kohli, (1993), stated that the productivity stems from the
organization having clearer ideas and better guidance to fulfill customers’ needs. Tomaskova
& Kopfova, (2010) supported this by saying that it in turn, helps managers to monitor
external and internal elements when they implement the Market Orientation Concept.
However (Tan & Liu, 2014) found the effect of responsive and proactive market orientation
unclear the on business performance. The knowledge regarding influence can be expanded by
bridging up the gap in the literature by applying the effect of both proactive and responsive
market orientation on business performance.

Therefore the design and architectural industry needs to study market orientation thoroughly
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besides the business should have clear understanding of expressed and latent needs, with the
intentions to manage the intangible resource for building up capabilities of organization as
the main objective. (Grant, 1991) suggested that the building up of capabilities is a part of
RBYV in the organization that helps to get competition advantage. Barney, (1991) accepts that
market orientation is valuable to the organization even if it is intangible resource and not a
physical thing yet it helps organization to enhance it abilities to identify the current and latent
needs of customers and fulfilling them satisfactorily. Market orientation and business
performance is a resource that has a potential to build up capability in the design and
architectural industry because capability is a part of RBV that gives competitive advantage to
the institutes.

As mentioned earlier, various studies (Carbonell & Rodriguez Escudero, 2010; Julian,
Mohamad, Ahmed, & Sefnedi, 2014; Webster, Hammond, & Rothwell, 2014) considered the
market orientation as one of the tools within the organization to help executives support the
improvement of business performance and create competitive advantage. But, (Bodlaj, 2012;
Zhang & Duan, 2010) found the invisibility of the relationship.

Various research scholars like Appiah-Adu, Fyal, Singh (2000); Sin, Tse (2000); (Leisen,
Lilly, & Winsor, 2002) studied and suggested market orientation has a positive effect on
performances and realized the significance of Market Orientation in businesses. However
positive effect on a market orientation regarding business performance have not been directly
stated by many studies like (Langerak, 2003; Merlo & Auh, 2009; Naranjo-Valencia,
Jiménez-Jiménez, & Sanz-Valle, 2016). Besides Langerak (2003) found no apparent proof
that market orientation has influence upon business performance. Ellis, (2006), carried out a
quantitative analysis of 56 studies in 28 countries and found a connection between market
orientation and performance. he further stated that despite the quite weak relationship, the
market orientation is a determinant of company performance.

It is dire need that the role of other factors that help boost the connection should be clearly
understood. A study conducted by (Nafie, Nimran, Musadieq, & Suyadi.l, 2014) in these
lines found that the organizational performance is significantly affected by the internal factors
of the organization. In this regard, Slater, Olson and Finnengan, 2011; Shah et al., 2011,
Mujeeb and Ahmad, 2011, found that culture in organizations is a key internal factor
affecting the organizational performance aside from encouraging the performance with its
superior type. As a company can use it to control the internal factor, such as labor gaining
loyalty and adjustability from its employees so this can be a key to success and a significant
key to improve its business performance as found by Willmott, (1993). Schalk, (2008)
considered that these internal factors may have a great affect on the business performance
measures and are a very important moderator.

As discussed in this literature of investigation, there is no single empirical evidence for the
presence of mercury receptors and practitioner product preferences regarding the relationship
between MO and the commercially descriptive and experimental data, (Atuahene-Gima et al.,
(2005). Therefore, as suggested by Zhang & Duan, 2010; Bodlai, 2010; Suharyono et al.,
2014; Ghanavati, 2014) moderator variable in the relationship between MO and business
performance is added, to help better explain that responsive and proactive market orientation
increases the business performance.

As stated earlier, organizational performance is influenced by market orientation and
organizational culture. However Kara et al. 2004; Rathert et al. 2009), integrated these
constructs in a single model and thus more studies are required as the creative industry calls
for empirical investigation, argued Webster and Sundaram, (2005). To bridge up the gaps in
the literature role of organization culture in the relationship among responsive, proactive

Copyright © 2019 Leena and Luna International, Chikusei, Japan. ISSN: 2186-8476, ISSN: 2186-8468 Print
27 | Page FUFFURLFAUE—F2aF)L, ffEH AR www.ajsc. leena-luna.co.jp



http://www.ajssh.leena-luna.co.jp/

Asian Journal of Natural & Applied Sciences Vol. 8, Jan-Dec 2019

market orientation, and business performance, is scrutinized as a moderator. To cover
existing theoretical gaps and practical issues, the synergistic effect of Market Orientation on
hotel business performance and its moderated impact is studied in this empirical research.

The effect of EO on Design and architectural firms’ innovation has been examined by
utilizing RBV by many scholars to evaluate the direct and indirect effects of EO on
technological innovation within these firms. In order to explain the relationship between EO,
MO and product innovation, Boso et. al., (2012a, 2012b) utilized the RBV. Findings of these
studies revealed in competitive markets that utilization of EO and MO behaviors is
indispensible for firms. In a study in Korea, Hong, Song, and Yoo (2013), used the RBV to
predict the indirect effects of strategic orientation observed in EO and MO on new product
success and found that in predicting the role of these two resources in new product
performance, the RBV is applicable and effective.

The direct and indirect influence of Entrepreneurial Orientation (EO) on innovation is
appreciated by many different studies. EO and firm performance were found linked with each
other by some studies (Zellweger, et. al., 2011; Wales et al., 2013 and Ramayah, et al., 2016).
While Baker & Sinkula, 2009; Messersmith & Wales, (2011), associated EO to firm
profitability and growth. Jones & Rowley, (2011), found many conceptual models that need
empirically to justify the presence of a association between EO and innovation within the
design and architectural firms. But Hong et al., 2013; Messersmith & Wales, 2011), found no
impact of EO on innovation.

The RBV has also been used by some scholars to predict the role of ACAP in innovation in
the design and architectural firms’ context. Mason-Jones and Towill, (2016), for example
reported that for obtaining innovation from external sources ACAP is a prerequisite
capability. While the mediating role of ACAP on the relationship between knowledge
acquisition and innovation capability within knowledge-intensive industries in Taiwan was
discussed by Liao, Wu, Hu, and Tsui (2010). Findings of their study proved the complete
mediating role of ACAP. On the other hand Park and Rhee (2012) studied the moderating
effect of ACAP on the interrelationship of knowledge competency and its antecedents. From
results it was concluded that firms’ knowledge competencies based on resources that result in
excellent performance can be strengthened by ACAP.

ACAP has been focused by some empirical studies in the context of customer-supplier
relationships within the industrial sector. Moreover, to measure firms’ innovation, many
researchers (Flatten, Greve, & Brettel, 2011; Kim, Zhan, & Krishna Erramilli, 2011) have
attempted to investigate the relationship between ACAP and firm performance or the
relationship between competitive advantage and ACAP (Kim et al., 2011)v

Literature review revealed a lot of abundance of research regarding the study of ACAP and
its impact on organizational innovation, but still there exists some gap. Knoppen, Saenz, &
Johnston, 2011; Tseng, Pai, & Hung, 2011; Wang & Han, (2011) have investigated the effect
of ACAP on firms’ innovation without looking at other factors, such as risk-taking; or the
level of knowledge about customers or competitors and firms’ innovativeness. While Chang
et al., 2012; Delmas et al., 2011; Muller-Seitz & Guttel, (2013), examined some of these
factors very briefly and ignored some pivotal dimensions of these factors. Some aspects of
ACAP through an investigation of some of its dimensions were highlighted by (Liao et al.,
2010; Gallego, Rubalcaba, & Hipp, 2012; Bouncken & Kraus, 2013).

In addition to this marketing orientation (MO) is also considered as a continuous extension of
entrepreneurial orientation (EO) behavior BY Blesa & Ripolles, (2003), while Baker &

ISSN: 2186-8476, ISSN: 2186-8468 Print Leena and Luna International, Chkusei, Japan. Copyright © 2019
www.ajsc.leena-luna.co.jp FUFTUELFALE—F L at L, il AR Page| 28



http://www.ajssh.leena-luna.co.jp/

Asian Journal of Natural & Applied Sciences Vol. 8, Jan-Dec 2019

Sinkula, 2009 considered it as the behavior of EO to influence and be significantly associated
with MO in Design and architectural firms. According to Blesa and Ripolles (2003) firms
with a low level of EO, consider MO and innovation very less. Several evidences for the
synergistic effect between EO and MO on innovation in Chinese small firms were presented
by Li et al., (2008) and Ramayah et al., (2016) highlighted the findings.

Moreover, firm’s capacity to combine and interpret knowledge from outside was conceived
as a requisite antecedent of MO by Raju et al., (2011). The market responsiveness is mostly
affected by the level to which a firm has better capability to identify and assimilate externally
generated knowledge rather than by a firm’s capability in reconfiguring its prior knowledge
to adapt to the market conditions, (Chang et al., 2012).

Therefore to provide evidence and empirical understanding of antecedent factors that affects
market orientation and organizational / business performance within the context of industrial
design and architectural firms is aimed to explore by the current study. This study also
attempts to bridge the knowledge gap in the role of specific resources and capabilities, like
EO and ACAP, in promoting business performance. Moreover, whether MO plays a
mediating role between ACAP, OI, EO and BP would be examined by the present study.

In the market organizational performance reflects the business’s accomplishment.
Chittithaworn, islam, keawchana, & yusuf, (2011), studied the factors affecting management
and skills, business achievement, design and architectural natures. Services, customers and
market, the method of running a business and coordination, resources and finance, strategy,
and external environment of design and were various factors that have been studied in China.
According to chittithaworn et al., (2011), to reduce the risk of failure and increase
opportunities for the attainment and to provide a notion of people’s business onset by
considering all factors is the major objective.

Majority of design architectural firms in Shanghai are small and medium enterprises and the
significance of personnel development is hardly realized by the entrepreneurs. Thus, these
design and architectural lagged behind in the development of mechanism development for
continuous achievement of knowledge and additional skills for the management by their
personnel specifically, in terms of the absorptive capability of design and architectural firms.
Thus it is highlighted that the use of organizational innovative way of handling operations
and technology is not been focused as per requirement. Most of the Shanghai based firm of
design and architectural nature were unsuccessful in terms of organizational innovativeness
regarding the personnel’s development. These firms failed in the development of executives’
and organizations’ ability besides also lacked in enhancement of knowledge, exchange of
information, teamwork, embedded system, authorization, accordance of technology and
work, connection between information networks. To compete with competitors in the market
they could enhance the innovative potential and capability as well as the result oriented
operation. Therefore, it can be safely argued that the organizational innovativeness and
growth of organization is related with the design and architectural enhancement for their
future development.

Many studies such as calantone et al., 2002,, salim and sulaiman, 2011), had investigated the
factors affecting the performance of design and architectural that used innovation for
organizational growth, and proved that the growth has a significant impact on innovations.
Therefore, in increasing the performance of design and architectural, growing and innovation
played a crucial role. However the mediating effect of marketing orientation between the
dimensions of growing and performance had been investigated and findings revealed that
innovation act as a mediator between growing and performance of design and architectural
firms. Preliminary studies have been conducted regarding growing organization in relation
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with the design and architectural firms. Besides very few studies have been conducted to
identify the effect of growing organization dimensions on organizational innovativeness and
performance in Chinese design and architectural firms. Present study therefore, aims to
provide some empirical findings regarding the performance of design and architectural in
Shanghai, China along with growing organization dimensions as well as organizational
innovativeness.

LITERATURE REVIEW
Absorptive capacity (ACAP) concepts and related literature

Sparrow, Tarkowski, Lancaster, & Mooney, 2009), reported that external knowledge transfer
has increasingly been receiving attraction of researchers for the last fifty years or so. The
concept of absorptive capacity has emerged and has been used successfully in studies
investigating knowledge transfer among organizations (Flatten, Greve, & Brettel, 2011;
Andersén & Kask, 2012). According to Messinis & Ahmed, (2013), theoretically, external
knowledge transfer stems from the fields of organizational learning, knowledge management
and dynamic capability. The concept demands for the realization and acquisition of
knowledge. Prior et al., (2012), highlighted the internal processes of learning experience
and present actions from the organization.

The concept of absorptive capacity (ACAP) has been defined by scholars (Andersén & Kask,
2012; Andersén, 2012; Martinkenaite, 2012) as the capability to recognize, assimilate and
apply external knowledge. But Zahra and George (2002) twisted this concept and
categorized ACAP structure into two dimensions, namely: potential ACAP and realized
ACAP. The potential ACAP refers to the capability for knowledge acquisition and
assimilation realized ACAP stands for the knowledge transformation and exploitation. The
phase in which the transition from assimilation phase to transformation phase takes place is
considered as a shift from potential ACAP to realized ACAP.

However, Chalmers & Balan-Vnuk, 2012), highlighted one of the main drawbacks of ACAP
that only few attempts have been made to measure it the context other than R & D. various
researcher tested the work of Zahra and George (2002), and found it appropriate to explain
the mechanism of ACAP. The dimensions proposed by Zahra and George’s are followed by
the present study. There have been a lot of debates on ACAP among scholars of different
schools of thoughts. Hence taking Zahra and George’s study and above discussions as the
basis, the absorptive capacity (ACAP) is defined by the present study in these words. The
absorptive capacity (ACAP) is a set of capabilities and qualifications of the firm with which
acquires, assimilates, transforms and exploits external knowledge from external environment
and integrates it with existing pool of knowledge to generate a dynamic capacity for
innovation.

Entrepreneurial Orientation concepts and related literature

For the first time in history the use of entrepreneurial organizational firm was appreciated by
Mintzberg, in 1973 but it was Miller (1983)’s work about entrepreneurial firms that attracted
the attention of scholars reported Wales, Gupta, & Mousa, (2011). The firms’ strategies that
encircle some aspects of entrepreneurship of decision patterns, working methods and
their managerial practices, exploitation of opportunities found in the market is described as
Entrepreneurial orientation (EO), as proposed by Huang & Wang, 2011 and Mahmood &
Hanafi, (2013). Entrepreneurship is significant to the performance of firms in terms of
innovation (Farrukh, Chong, Mansori, & Ravan Ramzani, 2017; Farrukh, Lee, & Shahzad,
2019), likewise EO could significantly be used as measure of the pathway by which a firm is
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structured and organized. Moreover entrepreneurship is a mean to improve the achievement
of firm’s resources that are based on knowledge for the discovery and exploitation of new
opportunities. Thus, as stated by Al-Swidi & Mahmood, (2012), EO underlies the process
followed by the managers enabling firms to stay ahead of their competitors.

As found by Zahra, 2008; Boso et al., (2012), the innovation and technological changes,
industrial crisis, changes in demography and macroeconomics give rise to Entrepreneurial
opportunities (EO). Al-Swidi & Mahmood, (2012), EO is behaviour and beliefs of firm that
emphasizes on the proactive acquisition of entrepreneurial opportunities and creating
innovation. Certain strategies can be developed by entrepreneurial firms like observe the
marketplace before rivals, target advanced market sections and first-initiative preferences.
Thus as suggested by Huang & Wang, (2011), they can have hold on channels of distribution
and establishment of brand recognition and control the market. Hence, CEO has potential
positive implications to the firms’ operations and businesses and looking for novel
opportunities constantly may be invaluable. However entrepreneurial firms can launch new
products and technology to show performance and may be attributed as the engine of
development.

Market orientation concepts and related literature

Peter Drucker explained that customers are the core factor that preserve and protect the
organization for the first time in 1950s in his thesis in the context of market orientation (MO)
reported Eris & Ozmen, (2012). Foley & Fahy, 2009), reported that the terms such as market
focus or customer focus were employed at that time to describe the concept. Kohli and
Jaworski (1990); and Celuch & Murphy, (2010) contributed significantly, many conceptual
frameworks were presented and empirical studies regarding MO have been proposed in
literature and in the field of marketing this attracted the scholars like Tsiotsou &
Vlachopoulou, 2011; Zhang & Duan, (2010). In literature two of these proposed frameworks,
regarding MO are prominent approaches. First framework was presented by Kohli and
Jaworski (1990). According to this MO is composed of three behavioural constructs:
intelligence generation, intelligence dissemination and responsiveness. Several studies like
(Eris & Ozmen, 2012; Zhang & Duan, 2010), used this approach and found that MO
promotes the organization over its frontiers and facilitates the gathering of information from
the external environment and its dissemination to develop a good level of awareness to key
players. However, It is impossible for an organization to develop MO without employee’s
real inclination, clear understanding and the ability to interact in market-oriented behaviours
as proposed by Lings and Greenley (2010). In the same line Jiménez-Jimenez et al,
2008), added that the external orientation and conceptualization concentrated on cultural
factors like customer focus, competitors’ focus and inter-functional coordination is also
essential to develop MO with employees. According to Jones & Rowley, (2011), both
approaches have been thoroughly examined in terms of their reliability in large firms but are
not of the consensus as to which dominates the other. Many attempts have been made to
define MO by various studies.

As for as the present study is concerned, the Kohli and Jaworski’s concept of behavioural
attitude is employed to define MO as a process of gathering and sharing of substantial
knowledge about buyers and competitors to get sustainable competitive advantage through
superior customer value and continuous innovation processes. In the development of
marketing concepts, the origin of market orientation played a vital role. Narver and Slter
(1990), conducted two seminal studies leading to the establishment of empirical foundations
for the marketing concept argued Gray and Hooley, (2002). As mentioned by Esteban et al
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2002), the definitions of the marketing concepts were more focussed by the previous studies
and ignoring the issues related with measurement.

Organizational Performance concepts and related literature

The concept that an organization is perceived as an association of, human, physical, and
capital resources to achieve a common objective is explaind by Barney, (2002) as
organizational performance. Organizational performance as described by Hamon, (2003),
indicates the limits that an organisation is capable to achieve its objectives. Robbins &
Coulter, (2002), explained that organizational performance of an organization can be assessed
as to how efficiently and effectively it achieves its goals.

Anderson, (2006), said that the term ‘organizational performance’ is interchangeable and
synonymous with effectiveness. The notion of effectiveness can be considered as a ratio
where two entities are required to measure and define effectiveness. The effectiveness can
also be regarded as the degree of the achievement of goals. As indicated by Hancott, (2005),
various indicators have been selected since the mid-1900’s in order to measure organizational
performance. the criteria used to measure organizational performance have been expansion of
market share, rate of growth of profits, net or total rate of growth of assets, financial return on
sales, financial return to shareholders, net asset return, , increase in new products, etc. The
measurement of organizational effectiveness can also be measured through financial,
operational and behavioral means as suggested by Montanari, Morgan, and Bracker, (1990).

Firstly, the scholars defined financial performance as the profitability and growth of an
organization. Secondly, to determine the effectiveness of the work activity of organizations
such as productivity, efficiency, resource acquisition, and employee reaction all operational
activity can assist in evaluation. Thirdly, individual performance can be measured in terms of
absence of strain, satisfaction, adaptability, development and open communication, which
indicates behavioural effectiveness.

To measure organizational performance certain goals are set and to check the degree to which
goals are achieved, various studies have highlighted different internal measures reported
Pfeffer, (1982), Bennis, (1966), stated that organizational performance can be used to
measure the organization health. Some researchers such as Schermerhorn, Hunt, Jr, &
Osborn, (2002), when assessing performance and examining the organizational relationship
to its environment, highlighted external factors. The quality and quantity of the achievement
of individuals or groups can be the indicator of performance as suggested by Schermerhorn,
Hunt, Jr and Osborn (2002). the capability of the organization to survive can be utilized to
determine organizational performance, was proposed by (Yuchtman & Seashore, 1967) . The
capability of organization is defined as the ability of the organization to maintain its
operations by utilizing its environment through acquiring limited and beneficial resources.

To measure organizational performance both financial and non-financial aspects are kept in
view. Smith, Bracker & Miner, (1987), included return on investment (ROI), profit, growth in
financial aspects and Chong, (2008), added return on sales in this list. The financial measures
of performance, such as sales and profit, may not clearly reflect the quality of the SMEs’
performance was claimed by Bucklin and Sengupta, (1993). The assessment of the
performance presented by Chong’s (2008), should be made complementary as
suggested by (Orser, Hogarth-Scott, & Riding, 2000), while analyzing effect on the non-
financial aspects of various enterprises. The revenue per employee and the revenue
generation per employee as suggested by Johannisson, (1993), size of revenue growth (Haber
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& Reichel, 2005), customer satisfaction (Chapman & N Shaw, 2001), market share
(Bouchikhi, 1993), and workforce market share growth as suggested by O’Farell, (1986),

The constant assessment is required for these aspects and in order to continue to be pertinent
in a changing and competitive environment with fluctuating availability and variable costs of
resources  (McGee, Dowling, & Megginson, 1995), fit into internal planning and target
setting (Russell Merz & Sauber, 1995), and responding to the requirements and demands of
stakeholders (Srinivasan, Woo, & Cooper, 1994), they need to be reviewed constantly.

Significance of the Study

1.

There is a gap in the present literature because of absence of a theoretical framework that
could reflect the influence of entrepreneurial orientation and market orientations besides
the combined effect of ACAP and MO. To gain organizational performance, Design and
architectural firms will be benefitted if such a gap is filled.

By producing a model based on confirmed behavioral factors it is hooped that current
stud will make some contributions and the Design and architectural firms would be able
to focus on both internal and external sources for knowledge gain. Moreover, it is hoped
that the significant role of MO in mediating the relationship between study independent
and dependent variables will be enhanced by the contribution of this study. Thus, a firm’s
innovative efforts would be balanced if both orientations are considered. The integrating
effects of both ACAP and MO produce the second mechanism the responding and
filtering mechanism because it is not sure that external knowledge about customers and
markets can be utilized easily. There is a shift from learning to meet customers’ current
and potential needs for firms because of this mechanism.

Further, the Design and architectural firms would be helped out to evaluate firm's
performance and analyze the right segments of international customers hence, more
efficient and pertinent plans and procedures based on their understanding of employees’
attitudes towards their new products would be implemented.

.The policy-makers, government agencies and industry of Design and architectural firms
would be able to gain better understanding related to their problems with the help of
current study specifically in their efforts to compete and survive in the industry.

The in-depth knowledge on the nature of market orientation practiced in large-sized
institutes in china will be provided by this research besides how business performance is
influenced by the moderating effect of the organizational culture. The effect of the market
orientation and organizational culture studied by this research makes the outcome of the
study more valuable.

In addition it assures the managers that by enhancing and building significant aspects in
the organization such as marketing management or marketing plan this relationship can
be achieved. Besides design and architectural firms, business operators and the
government would be benefitted from the contribution of knowledge and understanding
of this study and thus enabling the organization more the capable.
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