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ABSTRACT

The study objectives were to assess the relatiprisétween market orientation and
performance; examine the influence of firm chanasties on performance; assess the
influence of external environmental factors on perfance and establish the moderating
effect of external environmental factors on theatiehship between market orientation
and performance. The study also sought to estathshmoderating effect of firm
characteristics on the relationship between markeientation and marketing
practices;assess the mediating effect of markginagtices on the relationship between
market orientation and performance and finally,alelssh the joint effect of market
orientation, marketing practices, firm charactesst external environmental factors on
performance. The pertinent hypotheses were derfvech the objectives. The study
population comprised 104 tour firms. A descriptizess-sectional survey was used.
Primary data were collected using semi-structuradstionnaires. Data were analyzed
using descriptive statistics, inferential statstimd regression analysis. The results of the
study revealed that market orientation influencegfggmance. The relevant results also
showed that the external environmental factorsctiranfluence performance and also
moderate the relationship between market orientatiod performance. In addition, the
results revealed that the marketing practices giprtmediate the relationship between
market orientation and performance. The resultsvedothat firm characteristics do not
influence firm performance nor moderate the refegiop between market orientation and
marketing practices. Finally, the joint effect ofirket orientation, marketing practices,
firm characteristics and external environmentatdex was greater than the individual
effects of the independent, intervening and modegatariables on performance. The
study has made contribution to theory, policy amdcpice in relation to marketing in
general and market orientation specifically. Thedgtoffered further clarification into the
relationship between market orientation, markegirartices, firm characteristics, external
environmental factors and performance. The reseash not without limitations. The
selection of the study variables was not exhausiiVee use of subjective performance
measures, a relatively small population, use ofeacdptive cross-sectional research
design and single key-informant approach, testihgnarket orientation as a single
concept put constraints on the generazability efrésults. Future research should seek to
address these limitations by inclusion of the add#l factors, use of a longitudinal
research design, objective performance measurdsplaunformant approach and testing
of market orientation as a configuration concemplRation of the study and examining
the relationship between market orientation andemtstrategic business orientations,
marketing and competitive strategies could sene aseful reference for future research.
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CHAPTER ONE
INTRODUCTION

Chapter one introduces the study. The chapter saber conceptual and contextual
background to the study, research problem and ttgscof the study. The chapter

also covers the value and organization of the study

1.1 Background to the Study

Market orientation has been recognized by schokmg practitioners as the
cornerstone of modern marketing thought, a keyoof competitive advantage and
determinant of superior firm performance. In a nearlplace characterized by
changing customer tastes and preferences, rapithdkgical advances and a
complex competitive landscape, the capacity fomdir to anticipate market
opportunities and threats is crucial (Achrol andl&g 1999). To be successful and
achieve superior performance, firms must contiyuahticipate, determine and
deliver customer satisfaction to their target netskkeep abreast to emerging market
trends, monitor competitor activities and proadgivedjust their products and service
offering, reconfigure their internal resources aperating routines more effectively
and efficiently than their competitors. Firms caiave this by adopting the market
orientation concept which suggests that the longrtpurpose of a firm is to satisfy

customers needs while maximizing firm profits (Kiadrd Jaworski, 1990).

The business environment is continuously changimgrey consumers, within the
firms and the environment and these changes hawfact on firm performance..
These changes need to be evaluated to minimizedke involved in any decision-
making (Seaton and Bennet, 1998). Market oriemagamportant because the firm
focuses on collecting information about target codrs needs and competitors’
capabilities continually and using this informatitancreate superior customer value
continually (Slater and Narver, 1995). Firms tha¢ anarket oriented are well-
informed about the market in which they operateamd have the ability to use the

information advantage to create superior valuaHeir target customers.



The market orientation is grounded on the marketompcept and forms the
foundation of the marketing management paradigmrcéKi Jayachandran and
Bearden, 2005). According to Kotler (2003), firtiet operate according to the
marketing concept create profits through customatisfaction. The marketing
concept as a business philosophy is where supérisiness performance is
considered to be the outcome of being more effedtivanticipating and satisfying
customer needs better than competitors (Kohli @vedodski, 1990). Deshpande and
Webster (1989) delineate the marketing conceptdistact organizational culture, a
fundamental shared set of beliefs and values tiiathe customer in the core of the

firm's thinking about strategy and operations.

Specifically, this is the closest the field of matikg management has reached to
attaining its own competitive theory in view oftlfact that the marketing concept
and market orientation concept and theory ainxplagning why some firms achieve
superior performance outcomes better than their petitors (Van Raaij and
Stoelhorst, 2008) At the firm level, a market-otah firm is presumed to have
superior market sensing, customer-linking capabditthat lead to superior firm

performance than less market-oriented firms (Agaritashna and Chekitan, 2003).

Businesses operate in an environment. The extnatire suggests that the role of
the competitive environment is an emerging areiatefest in the strategic marketing
(O’Cass, Weerawardena and Craig, 2004). The indusirganizational (10) view
and the Resource Based View (RBV) and its externsierDynamic Capabilities view
(DC) have been viewed as complementing each otheexplaining a firm’'s
performance (Amit and Schoemaker, 1993). Hoolegrdyi and Nicoulaud (2008)
argue that the RBV and 10 approaches can be comhbmeheir mutual benefit.
Porter (1985) exemplified the 10 view and suggeshed some firms are inherently
more attractive than others and that the forcedmdyiindustry competition are the

key determinants of superior firm profitability.

Tourism has been considered as one of the wordiest economic sectors and the
world’s largest generator of wealth and employmamitributing approximately 9%
of the global Gross Domestic Product (GDP) and 8¥h@®world’s total employment

(World Travel and Tourism Council, 2012). In Kenyhe tourism sector has been



characterized by fluctuation both in revenue argitati arrivals. In 2010, earnings
increased from Ksh.73, 700 billion to Ksh.97, 9Gidn in 2011. Thereafter, there
was a marked decline by 1.9 per cent to stand t9€sbillion in 2012. International
visitor arrivals increased from 1.608.1 million2010 to 1.822.9 million in 2011 and
a decline in 2012 to stand at 1,710.8 million. Detizetourism recorded slowed
growth in the last three years. Domestic bed nigittsupancy rose from 2,348.9
thousand in 2010 to 2,603.4 thousand and 2,787ust#nd in 2011 and 2012
respectively (Kenya National Bureau of Statist®®]3). The performance of tourism
has been constrained by factors such as slow-dovihei global economy, negative
travel advisories following security concerns sushthreats from terrorist attacks,

increased competition and inadequate marketing grotrers.

The tourism sector has been identified as a keypdlar in the Economic pillar of

Vision 2030, the Country’s new development bluepwhose aim is to transform the
Country into a newly industrialized middle-incomEhe Economic pillar aims at
achieving and sustaining an average GDP growth oht&0 per cent per annum
beginning 2012. Other pillars include the sociatl golitical governance (Kenya
Vision 2030).

On the other hand, the continued growth in theisourindustry and the foreign
exchange earnings it generates has made the toumikrstry to be one of the major
industries in the world economy (Singh, 1997). Tterism industry is an umbrella
industry with different types and sizes of busiesssuch as accommodation and
transportation providers, catering and entertairtnpeaviders, tour firms and travel
agencies. Tour firms have been identified as tiraklink in the tourism distribution
chain and the most influential actors in the industBudeanu, 2009). As the
increased competition for tourists and the accomipgnrevenue that they generate
for a firm and the economy increases, the emphasisourism in developed and
developing countries is evident (Harrison, 2001)islagainst this background that
countries have continued to accord significantnditb@ to the tourism industry. The
tourism product, unlike other products and serviesonsumedh situ meaning that
consumption is at the point of production (Diek€Q2). Consumption and therefore

market concentration is invariably limited to thehrcountries.



The multiplier effect of the tourism sector has keddevelopment and growth of
businesses such as the tour firms who operate blyreamic and competitive
environment. Tour firms are intermediaries who bibar responsibility of satisfying
customers by providing quality tourism service gmdviding customers with value
for money with suppliers in a seamless way. Acitwydo Sigala (2008), tour firms
can influence the volume and direction of touridowt in the chosen destination.
The intensified competition for the tourism markbes also led to the relevance of
market orientation as an important firm strategytfe success of tour firms as they
market and grow destinations in their tourism pagelsa It is important to develop an
understanding of tour firms’ success in the Kenlgasiness context. There is scarcity
of empirical and conceptual market orientation padormance studies in a Kenyan
context. Specifically, there are limited studies orarket orientation and firm

performance studies on tour firms in Kenya.

1.1.1 Market Orientation

Extant literature contains several diverse defingi and operationalization of market
orientation. According to Shapiro (1988), markeieotation is a decision-making
process encompassing all the aspects of an ordgimmZeom information gathering to
execution at the functional and divisional levearier and Slater (1990) view market
orientation from a cultural dimension. They defimarket orientation as the firm’s
culture that creates the necessary behavior forcthation of superior value for
buyers and continuous superior firm performance tnedfectively and efficiently.
They developed a conceptualization of market osigort as a one-dimension
construct consisting of the conceptual interrefatad three components: customer
orientation, competitor orientation and inter-fuantl coordination and two decision

criteria, profitability and long-term focus.

Customer orientation is the firm's understandifghe current and probable future
needs of its current and potential target customera given market. Competitor
orientation is the firm’s ability to understand aiugntify short-term strengths and
weaknesses and long term capabiliies and strategieits current and future
competitors. Inter-functional coordination is th&nfs commitment to share
information and resources efficiently across thigedént functions of the firm and

timely response to create superior customer valbey further suggest that in such



firms, employees pay attention to service delivang spend considerable time with
their customers. In addition, they argue that tlineed components are the
responsibility of all departments and staff memberthe entire firm must focus on
the customer in order for the firm to be successfareating superior customer value.
The long-term focus and profit-driven criteria msféo the need for a firm to develop
its market information collection competencies kegpa long-term perspective in

terms of allocating the scarce resources while exue profitable results.

The marketing concept forms the conceptual basedéweloping a definition of
market orientation. Kohli and Jaworski (1990) assleat a market-oriented firm is
one which successfully applies the marketing coneep views market orientation
from a behavioral perspective. They conceptualiredrket orientation as the
organizational wide generation of market intelligerpertaining to current and future
needs of customers, dissemination of intelligencéhimw an organization and
responsiveness to it. Market intelligence genemationsists of activities that relate to
the collection and assessment of customer needshanibrces that influence those
intelligence needs. This entails an analysis of ltmstomers may be affected by
government regulations, competitor strategies,neldygical advancements and other
environmental forces. Intelligence disseminatidates to the vertical and horizontal
dissemination of market intelligence to departmeartd individuals within the firm
through formal and informal channels while respeeisess relates to the concerted
actions taken as a result of generation and disegion of market intelligence. They
argue that information generation, disseminatiod agsponsiveness activities are

likely to be either formal and/or informal and thia¢ entire firm should be involved.

Ruekert (1992) adds an explicit focus on stratgm@nning by business units and
define market orientation as a process where gitat®isiness units obtain and use
information regarding its customers, develop angl@ment such a strategy by being
responsive to the customer needs and wants. OGnpie, Deshpande, Farley, and
Webster (1993) depict market orientation as beiggosymous with customer

orientation and distinguishable from competitoeatation. They assert that customer
orientation is the set of beliefs that puts thetmuwer's interests first while not

excluding those of other stakeholders such as @ynenagers and employees in



order to develop a long-term profitable organizatioAccording to Day (1994),
market orientation represents superior skills indarstanding and satisfying
customers. On their part, Deshpande and Farley8(1@8scribed market orientation
as a set of cross functional processes and aetuitirected at creating and satisfying
customers through continuous needs assessment.fiitibgr argue that the key to
successful business firm arises from determinirggrteeds and wants of customers

and satisfying these needs more effectively tharcdmpetition.

Stoelhorst and Van Raaij (2004) posit that overytbars, the marketing concept has
served as marketing’s implicit theory of the firm ielating performance differentials
between firms to their degree of market orientatidccording to Moloney, Fahy and
McAller (2005), the marketing concept is a businpeg8osophy that centres on the
importance of having a deep appreciation for tretamers so that the firm can match
or exceed the needs of the intended market bétser tompetition and as a result
provide the firm with a continued competitive adizge in the market place.
Homburg and Pflesser (2004) propose a multi-layedeh of market orientation
which consists of four distinguishable but intemtetl components such as values,

norms, artifacts and behavior.

Despite the diverse perceptive of what constittites market orientation construct,
there is a significant level of agreement amongkgh and researchers affirming the
seminar contributions of Kohli and Jaworski (1980p Narver and Slater (1990) as
having the far most focal impact on the developmeinthe market orientation
discourse. While there are several available sdalemeasuring market orientation,
Narver and Slater’'s (1990) MKTOR, and Kohli and deski's (1990) MARKOR are
the most frequently cited scales in the marketitegdture( Rojas-Mendez, Kara and
Spillan, 2006). In this study, Narver and Slat¢f990) MKTOR scale was used to
measure market orientation. The decision was basgutevious scholars who suggest
that Narver and Slater's (1990) definition of thearket orientation concept is
conceptually and operationally appealing as it sammes the main market
orientation aspects by Kohli and Jaworski, assetisedirm’s cultural values and
strategic perspective while capturing the concdrbhath customers and competitors
(Deshpande et al.,1993; Wrenn, 1997). Mavondo amcel (2000) found that Narver

and Slater's (1990) operationalization is supeiorgeneralizability and has been
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understood across diverse industries and countrigssides Cadogan and
Diamantopoulos (1995) argued that there exists iderable conceptual overlap
between the Narver and Slater (1990) and Kohli dadorski (1990) approaches

except for the responsiveness and customer andatiiormrientations.

1.1.2 Marketing Practices

Marketing is a business practice that focuses erirttportance of having a profound
appreciation for the customer so that the markedermatch or surpass the needs of
the intended customer better than the competitiahees a result provide the firm with
a sustainable competitive advantage (Moloney et 26105). Marketing mix is a
fundamental concept in marketing, a major deterntilwh any firm’s short and long-

term success and a differential advantage in amieting environment.

Extant literature shows that different scholargendefined the marketing practice as
marketing capabilities, marketing competencies, ketamg efficiency, marketing
strategies and marketing orientation amongst otffrkonitis and Gournatis, 1999).
According to Kotler (2003), marketing strategies procedures by which firms react
to situations of market and internal forces thattde firms to achieve their goals and
objectives in their target markets through prodymice, place and promotion
decisions. Ellis (2005) contends that marketingcticas comprises the firm’s
management of the marketing mix variables, the evadtiits market research, the

appropriateness of its positioning strategies aachature of its marketing goals.

Most firms have adopted the traditional concepimairketing mix elements which
consists of the product (the process by which fideselop and manage product and
service offering), price (the firm’s ability to eatt the optimal returns from its
customers), place (the firm’s ability to establetd maintain distribution channels
that deliver products and services to the custoetfferctively and efficiently) and
promotion (the firm’s ability to manage customelueaperception through marketing
communications. Nevertheless, some scholars inchdt#tional variables to make
the marketing mix variables more meaningful (Moglterd and Foroughi, 2012).
Aremu and Bamiduro (2012) posit that to satisfyteoeer needs and wants, firms
should develop sound and profitable marketing prastwhich comprise product,

price, and distribution and promotion policies the target group. Supporting this



view, Ghouri, Khan, Malik and Razzaq (2011) opirdmtt efficient practice of
implementing marketing practices can contributeheogrowth of businesses in terms
of sales volumes, goodwill, market share and a’sirmompetitiveness. Firms with a
well-integrated marketing programme can transfoasources into valuable inputs
which enable firms to achieve a competitive advamtéDay, 1994; Vorhies and
Morgan, 2005).

One of the challenges that managers face todalyeisnability to demonstrate the
effectiveness of their marketing activities (O’Stdh, Abela and Hutchinson, 2009).
Marketing practices focus more on the actual eifecand efficient execution of the
marketing function by the marketing departmentigistbn within the firm. A firm’s
marketing practices can influence customer thougheslings, knowledge and
ultimately the purchase decisions which in turfduance firm performance. In this
study, the term marketing practices is used torradethe implementation of the
marketing activities by the firm so as to achievampetitive advantage and enhance

performance of tour firms in Kenya.

1.1.3 Firm Performance

The extant literature lacks an agreement on theuenidefinition of the term

performance and the indicators of measuring firmfquemance are not universally
identified and defined (Venkatraman and Ramanuj®86). Previous scholars and
researchers have often used a special definititored to fit the individual research
purpose (Langfield-Smith andChenhall 2007). According to Ukko (2009),
performance may relate to actual results or outpfiteertain activities, how the

activity is carried out or the potential for thetigities. Performance can be divided
into three domains: financial performance, busines$ormance and organizational

effectiveness.

Financial performance focuses on the use of sinmiécome-based financial
indicators, whereas business performances comtireseéndicators of non-financial
indicators in addition to indicators on financiaérfpormance (Venkatraman and
Ramanujam, 1986). Performance can also be definéeims of effectiveness and
efficiency or examined through the perspectivesgméed in different frameworks,

such as the Balanced Scorecard (financial, custanternal process, and learningand



growth) or Performance Prism comprising stakeholdatisfaction, strategies,
processes, capabilities and stakeholder contributigaplan and Norton, 1996;
Bourne, Neely, Mills, and Platts, 2003).

Performance measurements have been viewed diffetsnscholars and researchers.
Dornier and Selmi (2012) identified three types faictors determining firm
performance: environmental factors, organizationand human factors.
Environmental factors include the characteristi€sthe industry in which a firm
operates and include factors such as the industmyua growth level, the
concentration degree of the industry, the capitinsity, the advertisement intensity,
the average profit of the industry and the techgicll change. The organizational
factors include organizational structure, compatnycsure, company size, company
culture amongst others that explain approximat@86f firm performance. Human
factors include the firm's chairman and the manag@mand that they explain

between 9% and 40% of firm performance.

Firm performance includes measures such as thadigacriteria in the short-run or

in the short and long-term, financial and quahttcriteria (strategic, marketing and
social) and the comparative evaluation (Dornier 8etimi, 2012). The performance
outcomes vary depending on how a firm’s performansadefined for instance return

on investment, enhancing sales, market share anddtiings studied for instance,
service firms, industrial firms and manufacturimgnis (Kara, Spillan and DeShields,
2004). Bourne et al.,, (2003) define performance susament as the process of
quantifying the efficiency and effectiveness ofi@ct They argue that effectiveness is
the extent to which customer requirements are mieile efficiency is a measure of

how cost-effectively the firm’s resources are méitl when providing a given level of

customer satisfaction.

Kaplan and Norton’s (1996) balance scorecard poiitthat firm performance is
viewed as a multi-dimensional construct and shingtlide financial, operational and
customer-related performance measures. Venkatragrah Ramanujam (1986)
classify performance measures according to diftefem levels such as financial
indicators (purely economic indicators), non-ecoiindicators (such as market

share), product development or production efficyeauied firm effectiveness. On their
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part, Lusthaus, Adren, Anderson and Carden (1998pgse the organizational
assessment (OA) framework to measure firm perfoomarThey suggest that
performance can be measured on effectivenessjegifi, relevance and financial
viability dimensions. They define effectivenesstlas degree to which a firm moves
towards the attainment of its mission and realmaif its goals; efficiency as the
firm’s ability to maximize the use of resourcesréach its purpose; relevance as the
ability to change to meet stakeholder requiremenés time and financial viability as
the ability to generate and manage resources atidygi@a ensure ongoing existence.
According to Ruekert and Walker (1987), firm penfiance is based on three
dimensions; effectiveness (success of proceduidsasichanges of sales growth rate
and market), efficiency (ratio of input to outputh as investment return and pre-tax
profit) and adaptability (responsiveness to opputiess afforded by changes in the
business environment for example, number of nevdysts that succeed during a
particular time). Rust, Ambler, Carpenter, Kumad &rivastava (2004) contend that
firm performance outcomes result from market suseeor when market positions

are achieved and fundamental changes occur over tim

Economic and non-economic performance measures s considered over time
in an effort to assist marketers fully understaraperformance consequences of their
strategies (Matsuno and Mentzer, 2000). Economia fierformance dimensions in
the market orientation literature include measstesh as return on investment, return
on assets, profit, sales volume, market sharenteg product or service quality and
overall financial position. Non-economic factorscempass measures such as
customer loyalty, customer satisfaction, employe®ganizational commitment and
esprit de corps, company image and social acceptance (Narver aatérS|1990;
Jaworski and Kohli, 1993).

According to Chakravarthy (1986), performance isnaltidimensional construct
composed of various related elements. Previouslashbave argued that although
financial measures have been widely used to medsargoerformance, they do not
sufficiently approximate the actual firm performarend should be supplemented by
other subjective measures for a comprehensive septation of performance (Day
and Wensley, 1998). The objective performance measare based on absolute

indicators generated through the accounting proeess include growth in sales,
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growth in profitability and return on investment ieh subjective performance
measures include performance of the firm relatovéheir own expectations or their
competitors (Chakravarthy, 1986; Pelham and Wilst®96). Top management’s
subjective evaluation of performance has been fawntle highly correlated with
objective measure (Baker and Sinkula, 2005; DedsRabinson, 1984).

Kirca et al., (2005) posit that the consequencemaiket orientation are structured
around four categories; customer consequencesyatino consequences, employee
consequences and organizational performance. (Giaggomal performance measures
consist of cost-based measures such as profit mesaand revenue-based measures
such as sales and market share. Customer consegueomprise the perceived
quality of products or services that a firm prowdie customer (Jaworski and Kohli,
1993). Market orientation also enhances custontesfaetion and loyalty as market-
oriented firms are well-positioned to anticipatesteumer needs and offer goods and
services to satisfy those needs (Slater and Nab894b). Innovation consequences
include factors such as the firm’s ability to ceeand implement new ideas, products
and processes and new product performance. Foroge®lconsequences, market
orientation enhances employee’s willingness to ieerfor the organization and
employee team spirit; the motivation of employeessatisfy customer needs and

employee job satisfaction (Kirca et al., 2005).

Previous studies have used subjective measuresedbrmance on the market
orientation-performance relationship (Kumar et 4/998; Pelham, 1993). In the
current study, the tour firm performance measurdémeas primarily subjective
comprising customer satisfaction, employee satisfac customer retention
effectiveness, efficiency, relevance and finanor@bility. The study used the
subjective measure of relative performance as puavistudies have shown the
convergent validity of subjective and objectivefpanance measures and subjective
performance assessments have been found to Iggstidematic than more objective
financial measures as the latter may be biasedchéypturpose for which they are
produced (Zhoul, Brown, Dev and Agarwal, 2007).
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1.1.4 Firm Characteristics

Zou and Stan (1998) describe firm characteristissaafirm’s demographic and

managerial variables, which in turn comprise pdrtthee organization’s internal

environment. In a firm specific context, a firntapabilities and constraints greatly
influence the choice of marketing strategy anditgbib execute a chosen strategy
(Aaker, 1988).

According to O’Sullivan, et al., (2009), firm chataristics such as the age of the
firm, measured by the number of years the firm lben in operation, the size of the
firm measured by the numbers of employees anditims’fownership structure have
been used. These characteristics can influence gearent decisions and the
marketing strategies adopted by a particular fi@dgbuei and Longfellow (1994)

posit that management characteristics and attsbsteh as the manager’s level of
education and work experience may affect the lefefirm performance. In this

study, firm characteristics consist of the toumfit demographic characteristics and
managerial characteristics which are assumed toeinfe the choice of the market

orientation, marketing practices that will eventpatfluence the firm performance.

1.1.5 External Environment

Businesses operate in an environment and the dsniexwhich they operate
constitute their business environments. There isorsensus on how organizational
environments should be evaluated and measuredi &wthlJaworski (1990) proposed
a competitive environment to include factors sushcampetitive intensity, market
turbulence and technological turbulence. Markebuience is the focus on the
changes in composition of a firm’s customers ared ¢hanging customer tastes and
preferences. Technological turbulence is the rdtéechnological change used to
products. Competitive intensity is the willingnesw ability of competitors to modify
their marketing mix decisions to gain competitidvantage (Song and Parry,2009).
According to Kumar, Subramanian and Yauger (199%) Ibusiness environment
consists of physical and social factors externaht firm that act as inputs to the
firms’ decision-making process. The firms’ externahvironment can provide
opportunities for growth, development value, wealtbation and threats (Obiwuru,
Oluwalaiye and Okwu, 2011). The external environmgnmmportant since managers

may respond to and develop strategies based arpéneieptions of the environmental
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constituencies and trends (O’Cass, Weerawerdenawiah, 2004). Lusthaus et al.,
(1999) argue that a firms’ external environment banviewed from administrative,
legal, political, socio-cultural, economic, and heological and stakeholder’s
dimensions.

According to Porter (1980), the level of competitim an industry, the behaviuor of
existing firms and the structure of the industrywissnment can influence firm

performance. The five competitive forces comprisibgrgaining power of buyers,
bargaining power of suppliers, rivalry among exigtfirms, threats of new entrants
and the threat of substitute products model forrbass for the analysis of industry
structure and competition in strategic marketi&gmilarly, Pecotich, Hattie and Low
(1999) developed the industry construct (INDUSTRY@Todel based on Porter’s

five competitive forces formulation to measure pleeceptions of industry structure.

1.1.6 Tourism in Kenya

In Kenya, the tourism industry is one of the falstgewing sectors, the second largest
contributor to the Country’s GDP. The sector cutleaccounts for approximately 21
per cent of total foreign earnings and 12 per adnEDP. The tourism sector has
recorded remarkable growth in the last three yéHus. sector recorded total earning
of Ksh.73.7 billion and Ksh.97.7 billion in 2010ch2011 respectively. In 2012, the
receipts accruing to the tourism sector decreagetl. B percent to stand at Ksh. 96
billion (Kenya National Bureau of Statistics, 2013Jhis can be attributed to
exogenous variables such as slow-down in the glebahomy in the Euro Zone and
negative travel advisories resulting from terroatiacks among others. In 2011, the
sector contributed to approximately 11.9 per cénot@l employment with a forecast
to support 11.0 per cent of total employment by20#h increase 1.4 per cent per
annum over the period (WTTC, 2012). The tourisntarealso creates linkages with
other sectors of the economy thus facilitating @eooic growth. Kenya aims to be one
of the top ten long-haul tourist destinations glhbalo achieve this objective, the
country has to increase the global and African miarkhare by offering new,
differentiated products and services and enhargestiategic marketing outlook
(Kenya Vision 2030).
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Tour firms occupy a strategic position in the detiv of the tourism product. They
purchase the tourism product and service in butknfrproviders such as hotels,
airlines and assemble them into holiday packagashnre then sold directly to the
customer (Budeanu, 2009). Tour firms also playitecat marketing role of promoting

the holiday products and services to the touristamers who rely on them to make
informed purchase decisions. Operating in a higldynpetitive environment, tour

firms must distinguish themselves through their kating practices, internal

operations and the advantages offered by the touwlestinations to add value to their
products and boost their returns (Crouch and Ritch999). However, despite the
key role that tour firms play in delivery of toumsproducts in Kenya, they might
deem it unnecessary to be market-oriented and seererd to adopt the market
orientation concept and assume that market orienté a concept applicable to the

large firms.

The Kenya Tour Operators Association (KATO) is artem trade association that
represents the interests of professional tour fifK&ATO, 2012). To remain

competitive and meet their performance objectivesr firms need to be equipped
with first-hand knowledge in the external envirommhend implement strategic
marketing strategies for superior performancehia study, the terms tour firm and

tour operator were used interchangeably.

1.2 Research Problem

Firms seeking to remain competitive and achieveesapfirm performance have to
anticipate what their customers want and at theeséime determine if they are
satisfied with the firm’'s products and services.isTlstudy is anchored on the
Resource-Based View of the firm and its extenstoe Dynamic capabilities view.
The RBV is concerned with the diverse internaliladtes of a firm and considers
firms as bundles of resources (Barney, 1991) whiaamic capabilities entails the
firm’s abilities to integrate, build and reconfiguinternal and external competences
to address rapidly changing environments (Teeed,et997). Market orientation has
been viewed as the extent to which firms behavarerinclined to behave according
to the marketing concept. The marketing conceptissi that the long-term purpose
of a firm is to satisfy customer needs and wantgewhaximizing firm profits (Kohli
and Jaworski, 1990).
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Firms today face different challenges such as ntizdkgroblems, limited resources
and a dynamic competitive environment in which toegrate. Firms should also be
aware of the changing customer needs and requitenverich pose challenges in
creating customer value. Given the complexitiesttid market place, increased
competition, globalization, changing customer nesus wants, firms require a strong
market orientation and innovative marketing pragito remain competitive. They
should therefore manage their target markets miiigemtly and effectively than
their competitors. This requires them to be madtatnted. Despite considerable and
rich advances in the development of market ori@ntaheory, there is still a void in
the literature with respect to the implementatiba anarket orientation. Specifically,
little is known about the characteristics of sust@sprogrammes for building market
orientation (Day, 1994).

Market oriented firms implement the marketing cqtaghich states that for firms to
achieve business goals and objectives, they mustndime the customer needs and
wants of their target customers and deliver thesfsation more efficiently and
effectively than competitors (Kirca et al., 2008)/hile the concept of market
orientation and its effect on firm performance hexeived considerable attention and
has been identified as a key theme in marketingrthand practice, different scholars
have conceptualized and assessed the construfésedtfy resulting to different
measurements and firm performance implicationsddition, research findings have
been contradictory and mixed. In this regard, specific relationships between
market orientation, marketing practices and firmrfgrenance have not been

delineated explicitly.

Tourism has been viewed as one of the world’s Ergeonomic sectors yet it is
characterized by highly competitive environment aswhsitive to price changes.
According to Morgan, Pritchard and Piggott (200yenty per cent of the world’s
tourists visit ten major world tourist destinatideading to increased competition for
the less known destinations. In Kenya, the tourisdustry has been identified as a
key sector of the economic pillar of the Kenya ¥isR030, whose aim is to transform
Kenya into a modern, globally competitive middleame economy. Tour firms play
a key role in the tourism industry as they actrasrmediaries between suppliers of

accommodation, transport, leisure services anmests.
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The extant marketing literature is replete withoietical and empirical studies
describing the importance of market orientatiorfitm performance with differing

opinions on the nature and focus of the marketntaiteon business performance
relationship. The result on previous studies on hoarket orientation influences
performance is still inclusive. For instance, soempirical investigations indicate
significant positive relationships between marketiemtation and subjective
performance measures (Slater and Narver, 1994;ntisoand Gounaris, 1999) and
objective firm performance (Ruekert, 1992; Diamaotdos and Hart, 1993), while
other studies reveal a positive association fojesive measures but not objective
measures (Jaworski and Kohli, 1993; Rose and ShoRa6?). Some studies have
revealed a weak association (Au and Tse, 1995)oorsignificant relationships

(Greenley, 1995) while other studies report thae¢ tmarket orientation and
performance are not significant (Han, Namwoon andaStava, 1998; Tse, 1998),
other studies suggest that market orientation hasegative effect on firm

performance (Hassim, Abdul-Talib and Baker, 2011).

Most of market orientation and performance studiage been carried out in large
manufacturing firms in the developed economies.ré@fage limited empirical studies
on market orientation in Kenya and other Sub-Sahaidrica questioning its
generalizability in different contexts (Winston amhdzie, 2002; Nkowah, 2008;
Langat et al., 2012). The current study soughtefglicate and extend the market
orientation and performance relationship underediifiy market conditions in Kenya.
Further, given the differences in findings amongvimus research, there is a need to
establish the hypothesized relationship betweenkebaorientation and firm

performance in a less developed or developing enmient such as Kenya.

The constraints of conceptualization and operalipaiion relating to market
orientation, marketing practices, external envirenin firm characteristics and
performance in an integrated framework form theisa$ the study. Kenyan tour
firms face many challenges such as limited res@riteir owners and/or managers
may lack marketing skills and expertise and arekalyl to conduct any formal
marketing research which may affect their busineeisions. The external
environment in which they operate is also signiitba different from the

environment in previous studies which were largatylarge manufacturing firms in
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developed economies. This study aimed to contribot¢he understanding of the
relationship between market orientation and peréoroe of tour firms in Kenya by

assessing the mediating effect of marketing prastiand the moderating role of
external environmental factors on such a relatigmsrhe study was be guided by the
following research questions. What is the relatigm®etween market orientation and
performance of tour firms in Kenya? What is thduahce of marketing practices,
firm characteristics and external environment oa thlationship between market

orientation and performance of tour firms in Kenya?

1.3 Objectives of the Study

The overall objective of this study was to detemnihe relationship between market
orientation, marketing practices, firm charact@sst external environment and
performance of tour firms in Kenya.
The specific objectives were to:
I Assess the relationship between market orientadioth performance of
tour firms in Kenya.
il. Examine the influence of firm characteristics om fferformance of tour
firms in Kenya.
iii. Assess the influence of external environmentalofgcon the performance
of tour firms in Kenya.
iv. Establish the moderating effect of firm charactersson the relationship
between market orientation and marketing practioestour firms in
Kenya.
V. Establish the moderating effect of external envimental factors on the
relationship between market orientation and perforoe of tour firms in
Kenya
Vi. Assess the mediating effect of marketing practioasthe relationship
between market orientation and performance of fioms in Kenya.
Vii. Establish the joint effect market orientation, nednkg practices, firm
characteristics and external environmental factorghe performance of

tour firms in Kenya.
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1.4 Value of the Study

The tourism sector in general and the tour firmgdrticular are an integral part of the
Kenyan economy. The study findings will link marketientation, marketing
practices, external environment and firm perforneant an integrated framework.
This study draws from the Resource-based view, Bymacapability and the
Industrial Organization theories. The study willhherms understand the components
and importance of market orientation, marketing cfices, and the external
environment in order to achieve superior firm perfance. The study findings will
equip scholars and practitioners with an understandf the relationship that exists

between the study variables in an integrated fraonkew

The study will equip firm owners and managers atidero policy-makers with

strategic marketing knowledge and its applicabilitystrategic decision-making. By
examining the market orientation and performand&tiomship in a context specific
setting using tour firms, the study will extend tieneralizabilty of research findings
and provide evidence on the importance of marketntation and performance of
tour firms in Kenya. This significance of marketiemtation to superior firm

performance has been underscored in the strateagement and marketing fields,
thus ascertaining its applicability to tour firmsliwprovide important performance
indicators as firms try to make their firms mordicént, effective and profitable.

This study will add to the limited evidence avai@lbn the market orientation and

performance relationship in the Kenyan context.

Finally, this study will assist other profit, nomefit organizations and government
ministries, departments and agents to develop amgement strategic marketing
policies that can enhance firm and organizatiorefggmance. By including the
selected mediating effect of marketing practices amoderating effect of the selected
external environmental factors and firm charactesswill extend the extant market
orientation and performance discourse. An undedstgnof the constructs in an
integrated framework and their influence on firmrfpemance is of benefit to
practitioners for effective strategic marketing idam-making. Finally, findings of
this study will be of importance to government asttler tourism stakeholders in

policy formulation and implementation since therism industry has been identified
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as one of the key sectors in the economic pillahefKenya Vision 2030 whose aim
is to transform the country into a modern, globatlgmpetitive middle income

country by the year 2030.

1.5 Organization of the Thesis

The thesis comprises five chapters. Chapter orlmesitthe background of the study,
a brief description of the key variables of thedgtuthe statement of the research
problem, objectives and the value of the study.apidér two presents the theoretical
foundations of the study, theoretical and empirieliew of relevant literature on
market orientation, marketing practices, firm cletedstics, external environmental
factors and firm performance. A summary of the kisalge gaps identified in the

literature, the conceptual framework and correspantypotheses are provided.

Chapter three presents the research methodologyoged in the study, research
questions, research philosophy, research designpapdlation and sample of the
study. The data collection methods, measuremenesgarch variables and the data
analysis techniques are included. Chapter fousgmts data analysis, findings and
interpretation of results. In Chapter five, summesi the entire study including

discussions, conclusions and recommendations.

1.6 Summary
The chapter has reviewed the background of theystddscribed the key study

variables and an overview of the tourism sectoKenya. The chapter has also
described the research problem, objectives of theys value of the study and
outlined the organization of the thesis. The nelxapter presents the theoretical
foundation of the study, a critical review of thetical and empirical literature, the

conceptual framework and hypotheses of the study.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

Chapter two presents review of relevant theoretaad empirical literature. The
chapter presents the theoretical foundations ofsthney, the relationship between
market orientation, marketing practices, externalienment, firm characteristics
and how they influence firm performance. The chaptencludes by providing a
summary of selected studies highlighting the knogée gaps, a conceptual

framework and conceptual hypotheses used to adiiresmowledge gaps.

2.2 Theoretical Foundations of the Study

The managerial perception of the environment inciwHirms operate can influence
the choice of the firm’'s strategic adaptation andrkating strategies that lead to
higher firm performance (O’'Cass et al., 2004). Wasi theories support the market
orientation and performance relationship among tlieresource based view (RBV),
the dynamic capabilities (DC) view and the indadtarganization (10). While the 10
approach focuses on the external market/industigey the RBV and DC approach
focuses on the internal firm characteristics tH#gca firm performance. The current
study linked the RBV, DC and the 10 theoreticalvwgein a unified framework so as
provide a more inclusive explanation of market mia¢ion, marketing practices, firm
characteristics, external environmental factors atfir influence on firm

performance.

2.2.1 The Resource-Based View

The Resource-Based View of the firm suggests teatopmance is driven by the
resource profile of the firm while the source opstior performance is embedded in
the possession and deployment of distinctive ressuthat are difficult to imitate
(Wernerfelt, 1984). RBV proposes that firms achiesestainable competitive
advantage if they possess certain key resourcesf dnely effectively deploy these
resources in their chosen markets (Barney, 199ths9 et al., (2004) argues that a
firm’s specific characteristics are capable of pmdg difficult to imitate core
resources which determine the performance variatomong competitors The

resource-based view further stipulates the fundémhesources and drivers of firms'
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competitive advantage and superior performance #@nlgn associated with the
attributes of their resources and capabilities Wwhéce rare, valuable, difficult to
imitate and not substitutabl@he resource-based view (RBV) of the firm proposes
that firm performance depends on firm specific teses and capabilities (Baker and
Sinkula, 2005). Grant (1991) puts forth levels ofirability, transparency,
transferability and replicability as the key RBVteleninants. Amit and Schoemaker
(1993) argue that complementarity, scarcity, load#bility, inimitability, limited
substitutability, appropriability, durability anché overlap with strategic industry
factors constitute the key firm resources. Day,9@)9argued that that intangible
assets such as market orientation, knowledge mar&geand organizational learning
allow firms to develop abilities that enhance cotitppe advantage leading to

enhanced market performance.

Collis and Montgomery (1995) suggest that the valua resource can be tested by
the levels of inimitability, durability, appropridity, substitutability and competitive
superiority. Morgan, Kaleka and Katsikeas (2004jua that the RBV of the firm
consists of internal resources of the firm suclplagsical, financial, experiential and
human capital resources such as management exgeridraining, judgment,
intelligence, relationships and individual managesight. These resources can
generate a competitive advantage which eventuallgdd to superior firm
performance. Similarly, O’'Cass and Weerawardenal@P0Oasserts that a firms’

competitive advantage may be determined by théegfi@resources it possesses.

2.2.2 Dynamic Capabilities View

The DC view evolved from the RBV and is concerneithwhe firm’s ability to
integrate, build and reconfigure internal and exdéicompetences to address rapidly
changing environments (Teece, Pisano and Shuery).18®wever, a concise and
comprehensive definition of dynamic capabilitieggw has not yet been reached
(Teece et al.,, 1997; Eisenhardt and Martin, 2000)cording to Day (1994),
capabilities are complex bundles of skills and exdlive learning, exercised through
organizational processes that ensure superior twtioh of functional activities and
are deeply embedded within the organizations’ tahidence, firms that are better
equipped to respond to market requirements andhticigate changing conditions

will enjoy long-run competitive advantage and sugrgperformance.
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Hou, (2008) asserts that dynamic capabilities laeecbllection of resources, such as
technologies, skills, and knowledge-based resourtes view is augmented by
Helfat and Peteraf (2009) who view dynamic captaédias the capacity of a firm to
purposefully create, extend or modify its resouvese. The focus is on the capacity
of an organization facing a dynamic environmentiteate new resources, renew or
change its resource mix making it possible to @el& constant stream of innovative
products and services to its target customers. réseurce base includes tangible,
intangible and human assets which the firm owns e@mtrols or has preferential

access to.

Dynamic capabilities view acknowledges top managenteam’s belief that firm
evolution plays an important role in developing aymc capabilities (Teece et al.,
1997; Helfat and Peteraf, 2009). According to Aadimi, Bowman and Collier
(2009), dynamic capabilities comprise four processeconfiguration, transformation
and recombination of assets and resources. Lewverai concerned with the
replication of a process or system that is opegatinone area of a firm into another
area, or extending a resource by deploying it mmtaew domain, learning allows
effective and efficient performance of tasks anahffy, integration which is the
ability of the firm to integrate and coordinate d#ssets and resources that results in

the emergence of a new resource base.

Eisenhardt and Martin (2000) describe capabildi@gomplex coordinated patterns of
skills and knowledge that are embedded in orgaioizak routines and are
distinguished from other organizational processebding performed well relative to
competitors. They further argue that since markatgs are dynamic, it is the
capabilities by which firms’ resources are acquigatd deployed in a way that
matches the firm’s market environment that explamer-firm performance variance
over time. Barreto (2010) defines dynamic capaéditas the firm’s potential to
systematically solve problems, formed by its pragignto sense opportunities and
threats, to make timely and market-oriented deoss&nd to change its resource base.
Based on these views, market orientation and matk@ractices can be considered
as one of firms’ internal factors that enable firtosperform more efficiently and

effectively their day-to-day activities relative competition.
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2.2.3 The Industrial Organization Theory

The 10 view emphasizes the external market/indusiiges that drive competition in
the business environment (Zou and Cavusgil, 1996hversely, firm performance is
not determined by the external environment aloniasnternal characteristics of the
firm play a critical role in determining firm perimance. The Industrial
Organizational theory as espoused by Porter (280&)ests that a firm’s success can
be explained by the structural forces of the inguist which it operates. Teece, et al.
(1997) argues that the industry structure stromgfipyences the competitive rules as
well as the strategies available to the firms. Niésw was supported by Pecotich et
al. (1999) who suggested that the analysis of imgusompetition relates to the
behaviour of existing firms and the structure @& thdustry’s environmentPorter’s
(1980) five competitive forces model consists okdt of entry, threat of substitute
goods, power of buyers, power of suppliers andmamong existing firms that are
present in a firm’s environment (Weerawardena et 2006). An analysis of the
industry competition comprises the behaviour of élesting firms and the structure

of the industry’s environment.

As a result, the competitive forces determine thiinsic profit potential of an
industry or sub-segment of an industry. The contipetforces can assist a firm find a
position in an industry whereby the firm can deféiself against competitive forces
or influence the competitive forces in its favoBofter, 1980). In support, Teece et
al. (1997) contend that the five forces competiframework provides a systematic
way of thinking how competitive forces work at timeustrial level and how the
forces determine the profitability of different ungtries and industrial segments. The
IO theory supports the market orientation and perémce link (Knight and Dalgic,
2000). Despite the extensive theoretical literattivere is lack of a unified theoretical
foundation that firms can use as a basis for affecimplementation of market
orientation. This study was anchored on the integraof RBV, DC and the 10
theories as the overarching theoretical foundatiorexplain the link between market

orientation and performance relationship in thetexinof tour firms in Kenya.
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2.3 Market Orientation and Firm Performance

The nature and scope of market orientation aneffesct on firm performance has
been the subject of extensive scholarly and prawét’'s debate and is increasingly
becoming a popular research subject theme (Kirtcal.,e2005; Lada, 2009). Market
orientation has been recognized as a good inditat@spond to market requirements
and provides a solid foundation for a sustainallepmetitive advantage for a firm
(Hunt and Morgan, 1996). This view is supportedStgter and Narver (1995) who
posit that market orientation enables the firm @ rhore focused by continually
collecting information about its target customeed® and competitor capabilities,
strength and strategies and by using the acquméatmation to create superior

customer value.

According to Narver and Slater (1990), market da&on is a one-dimension
construct consisting of three closely interrelabethavioural components; customer
orientation, competitor orientation and inter-fuantl coordination and two decision
criteria; long-term focus and profitability. Custemorientation is concerned with
sufficient understanding of target customers toabke to create superior value for
them continually. It requires that a seller undmrds a buyers entire value chain (Day
and Wensley, 1988). Similarly, Kohli and Jawosl990) posit that a customer focus
is a critical element in determining market oridgimta Competitor orientation
emphasizes the understanding of the strengths asmknesses of existing and
potential competitors and at the same time momigpdompetitor behaviors in order
to meet the latent and potential needs of the taiggomer (Narver and Slater, 1990).
Shin (2012) suggests that with a better understgndif current and potential
competitors, a firm can assess its position, dgvefmpropriate strategies, and respond
quickly to competitors’ actions with prompt preceetions in the short run and at the

same time modify marketing programmes in the lanyg r

Firms should adjust to market dynamics caused bypeditors and better understand
the changing market needs since the objectivecoingpetitor oriented firm is to keep
pace with or remain ahead of competitors (Han).efL898). The ability of a firm to

offer superior product/service offering, compettipricing strategy, differentiated

channel management, unique marketing communicaimh continuous marketing
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research activities can be supported better bly lagels of competitor orientation

which can lead to superior firm performance.

Inter-functional coordination focuses on the cooatiéd utilization of personnel and
other resources throughout the firm to create véduethe target customer (Narver
and Slater, 1990). Firms that seek effective iftactional coordination do so from
the understanding that synergy among company membeaequired and value for
customers is created (Alhakimi and Baharun, 200%his view is augmented by
Porter (1985) who argues that every departmentlitjadoranch office and or any
other organizational unit must be well-defined anderstood and that all employees
must recognize their role in helping the firm aekieand sustain competitive
advantage. The inter-functional coordination and #xecution of the marketing
programmes may help firms generate better custovaére and superior firm

performance.

The extant literature suggests that market oriemtdtas a long-term focus on profits
(Narver and Slater, 1990). Narver and Slater (199ihtend that for long-term
survival in the presence of competition, a firm mainavoid a long term perspective
and must constantly discover and implement additiealue for its customers. The
long-term focus and the implementation of the minkgeprogrammes can help firms
discover and implement the additional value taatget customers. Narver and Slater
(1990) view profitability as a key objective in rkat orientation while Kohli and
Jaworski, (1990) argue that profitability is a ceqgence of market orientation. The
focus on profitability and the execution of the Reting mix programs can create
continuous superior customer values which lead upesor firm performance.
Nevertheless, Jaworski and Kohli, (1993) and Naama Slater (1990) concur that
firm performance is the outcome of a firms operaiincluding the achievement of
its internal and external objectives. Narver andteé3l (1990) developed a
measurement scale MKTOR scale that measures thee thehavioural market
orientation components (customer orientation, cditgye orientation and inter-

functional coordination.
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Market-oriented firms are assumed to stand ouheir tability to collect, interpret,
disseminate and respond to customers and competitdormation. Kohli and
Jaworski (1990) view market orientation from anomfiation processing approach
and describe market orientation as a set of betsmthat relate to implementing of the
marketing concept consisting of three behaviorakesses; intelligence generation,
dissemination and appropriate response to opptiganMarket intelligence consists
of activities that relate to the collection andesssnent of customer needs and the
forces that influence those intelligence needselligence dissemination relates to the
vertical and horizontal dissemination of marketeligence across the firm.
Responsiveness relates to the actions taken assudt ref the generation and
dissemination of the market intelligence. They Hart identify market orientation
antecedents such as top management commitment;departmental dynamics,
organizational systems and structure and claim #iate the antecedents are
controllable by senior managers, managerial intefeas can help lead to market
orientation. To measure market orientation (Jawoeskd Kohli, 1993) suggest
MARKOR, as a measurement instrument used to anétgseurrent degree of market
orientation and post-intervention measurements hef degree to which market

orientation has been improved

According to Chakravathy (1986), performance is wtirdimensional construct and
any single index may not provide a comprehensivdetstanding of the performance
relationship relative to the constructs of inter®sty and Wensley (1988) suggest that
judgmental measures of performance such as custa@agsfaction, employee
satisfaction and service quality are important gueirsites for objective performance
measures. Kohli and Jaworski (1990) support thesvvthat a firm with a strong
market orientation will realize employees with de¥ajob satisfaction and
organizational commitment than organizations withleaser market orientation.
Agarwal et al. (2003) argue that while judgmentatasures of performance are
important to profitability, objective measures oérfprmance provide the link to
profitability in service organizations. Similarliyada (2009) opines that performance
consists of two broad measures: judgmental perfocmaneasures such as customer

service loyalty and objective performance meassued as return on assets.
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Other scholars have suggested judgmental measupesformance such as customer
satisfaction, employee satisfaction, and serviadityuare important prerequisites for
profitability or objective measures of performaiibay and Wensley, 1988). On their
part, Heskett, Jones, Loveman, Sasser and Schiengit994) argue that the service-
profit chain link establishes relationships betwganfitability, customer loyalty,

employee satisfaction, loyalty and productivityservice organizations. They further
assert that profit and growth are stimulated prilpdry customer loyalty which is a

direct consequence of customer satisfaction wtsdargely influenced by the value
of services provided to customers. This leads siazner value which is created by
satisfied, loyal, and productive employees. Emptogatisfaction, in turn, results
from high-quality support services and policiesttleaable employees to deliver

customer value.

Doyle (1995) contends that the most suitable measaf performance are customer
satisfaction and customer loyalty and assertsdinstbmers who are satisfied with the
value being provided repurchase the product whiesults in better economic
organization performance such as market share afidaility. Pulendran Speed and
Widing (2002) argue that additional study of pemiance effects is needed to identify
the impact of market-oriented activity on a broadgrectrum of performance
measures especially non-economic performance mesasoOn their part, Lusthaus et
al. (1999) propose the organization assessment f@fework with key dimensions:
effectiveness (mission fulfillment), efficiency étroptimal use of resources to obtain
the results desired), and ongoing relevance (thenéxo which the organization
adapts to changing conditions in the environmedtfarancial viability. For a firm to
remain viable over time, it must be both finangialliable and relevant to its

stakeholders and their changing needs.

The extant empirical market literature indicatesesal studies on the degree of
market orientation and its influence on various tdex including market
conseqguences, customer consequences and firmmparfoe in various industries and
countries. Narver and Slater’s (1990) study meastire market orientation using the
MAKTOR instrument constructed around customer daton, competitor
orientation and inter-functional coordination angbjective performance measures

such as return on investment to investigate theketasrientation and performance
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relationship among 140 strategic business unitdJE&Bin the commodity and non-
commodity US businesses. The results of the stndigated that market orientation

was important determinant of profitability.

In support, Jaworski and Kohli (1993) used a sanghl@22 business units and a
second sample of 230 managers drawn from US cdiponsaacross industries to test
the market orientation using the MARKOR measurenss@le constructed around
intelligence generation, dissemination and respensiss. Performance was
measured in terms of overall performance of theiness units and performance
relative to competitions in the previous years. Tasults of the study revealed a
positive association for subjective performance snezs but not for market share.
Pelham and Wilson (1996) complement the above rigglin their study of 68 US
small firms. The results revealed a positive arghificant relationship between
market orientation and market sales growth, shameduct quality and profitability.

Similarly, Appiah-Adu and Singh (1998) study amomgnufacturing and service
firms in the United Kingdom identified a positivadasignificant relationship between

customer orientation and performance measures.

Deshpande and Farley’s (1998) study of 82 managefsiropean and US companies
revealed a positive market orientation and subhjegtierformance evaluation of sales
growth, customer retention, return on investment] aturn on sales. Kara et al.
(2004) studied the market orientation and firm perfance association of 148 non-
profit service providers using the Kohli and Jaworgl990) scale and found a
statistically significant and positive relationshietween market orientation and
performance of non-profit service providers. Thisw was supported by Narver and
Slater (2000) who used subjective performance nmeasto examine the market
orientation and performance relationship using mpda of 53 product and service
businesses operating in a variety of industriesfandd a robust relationship across

industries.

Kara et al. (2005) reported a positive and sigaific market orientation and
performance relationship in the study on small aredlium size service providers in
the US using the MARKOR scale. Similarly, Sin, Té¢déeung and Yin (2005)

investigated the market orientation and performaptaionship of 81 hotels in Hong
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Kong. The results revealed a positive and signiticlationship between market
orientation and firm performance. The analysis aatBd a strong linkage between
market orientation and firm performance. In supp®bjas-Mendez et al.(2006)
examined the relationship between market oriematmd performance among
Chilean small businesses across six cities. Thdystsed Kohli and Jaworski's
(1990) MARKOR measurement scales to measure thé&emarientation construct
and selected subjective performance indicators siciproduct success, customer
retention and relative price-product quality. Théirdings supported the asserted

positive relationship between market orientatiod eampany performance.

The study was augmented by Martin-Consuegra angb&s’'s (2007) who

investigated the relationship between market caiggort and performance of 234
international airlines using the MARKOR instrumefithe results of the study
indicated a positive and significant relationshiptvbeen market orientation and
performance. Similarly, Mamat and Ismail (2011)eakthe independent influence of
market orientation on performance of Bumiputeraiture entrepreneurs in Kelantan,
Malaysia. The findings showed a positive and sigaift relationship between
customer orientation, competitor orientation anteriunctional coordination on

performance indicators measured in terms of piafitg, sales growth rate and

customer retention.

In a study by Lagat, Chepkwony, and Kotut (2012)220 Kenyan manufacturing
companies confirmed a positive and significant reakientation measured using the
MAKTOR measurement scale and performance relatipn§imilarly, Ogbonna and
Ogwo (2013) studied the market orientation (custorodgentation, competitor
orientation and inter-functional coordination) ameérformance (terms of sales
volume, profitability and market share) relatiomsbf 52 insurance firms in Nigeria.
The findings showed that the insurance firms thagage in market orientation
recorded progress while those that had not impléedemarket orientation experience

low performance.

In spite of the general view that market orientaiiafluences firm performance, some
studies reveal weak association, no associatiomagdtive relationship. Han et al.
(1993) studied the relationship between market ntaion using the MKTOR
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instrument developed by Narver and Slater (199@ performance measured in
terms of growth and profitability of 134 banks. Téteidy results did not establish a
significant relationship between market orientatéoml firm performance. In a study
by Au and Tse (1995) of 41 hotels in Hong Kong 448 New Zealand found a weak
relationship between market orientation and hadelggmance in either country. They
suggested that the size, price, market turbulelechnological turbulence, degree of
competition, and the general economy all interac complex manner and can have
an enormous impact on the relationship between ebtaskentation and company

performance.

Greenley (1995) studied 240 UK companies and fowndirect influence of a market
orientation on firm performance. In the same vdisg’s (1998) study among 13
Hong Kong property developers showed no associdigiween market orientation
and performance while using data supplied by eateonganization. On their part,
Jaworski and Kohli (1993) found no relationshipvietn market orientation and
objective performance measures but found a posit&tionship with judgmental
performance measures. The empirical study by Bh(ii@A7) indicates that banks in
Saudi Arabia are marginally market-oriented and tharket orientation is unrelated
to return on assets, return on equity and salesip@ioyee. In addition, firm
executives should weigh the external environmemwhich the firm operates before
adopting a market-oriented philosophy because raskientation may not be a
preferred orientation under all circumstances.

The extant literature shows inconsistencies ondégnition and measurement of
constructs which leads to inconsistencies of sfimtiings between market orientation
and performance measurements. There is a needdssathe hypothesized constructs
in a different firm environment and measure thegextive indicators of performance

to evaluate market orientation and firm performaratationship.

2.4 Market Orientation, Marketing Practices and Frm Performance

Market orientation has broadly been viewed fromlibbavioural and organizational
culture perspective aimed at maintaining a highelleof firm performance by
efficiently and effectively executing actions remai in order to gain customer value
(Narver and Slater, 1990; Kohli and Jaworski, 19989r this reason, market
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orientation is not solely the responsibility of tmearketing department but the
responsibility of all departments in firms engagingactivities to satisfy customer

needs. While previous scholars have assumed thatnthrket orientation and

performance relationship is direct, others haveresged the need for a mediated
model (Day and Wensley, 1988). Previous theorettadlies suggest that superior
customer value, lower relative costs and innovatiediate the market orientation

and performance relationship (Day and Wesley, 1988cver and Slater, 1994,

Han,Kim and Srivastava, 1998).

Firms that are customer-orientated must lay greasphasis on sufficient

understanding the needs of their target custonteesdo deliver superior values for
them. They show a continuous and proactive chardocwwards identifying and

meeting customers’ expressed and latent needs wb&h lead to customer
satisfaction and positive financial outcomes (Henal., 1998). To deploy market
orientation and achieve superior firm performanee,well-designed marketing

functional process comprising product, price, plapeomotion and marketing

research practices is required for superior firmfggenance. Firms with distinctive

marketing practices can outdo their closest cortgrstiby reaching and satisfying
their target customers more effectively and effidg Vorhies and Harket (2000)
argue that the unique way in which individual firm$egrate knowledge can create
distinctive ways of resolving similar customer ne#abugh they could be focusing on
similar market and customer needs.

The extant literature indicates a blurred link bestw market orientation and
marketing practices (Akimova, 2000). As a resutime scholars have used the
market orientation and marketing mix interchanggaf®yedijo, Idris and Aliu,
2012). However, Ellis (2005) argues that markeermation is external as it is
concerned with markets and the implementation ef mharketing concept while
marketing practices are concerned with the perfameeaof the marketing functions
and activities within the firm. Specifically, matk®g practice is concerned with the
efficient management of the marketing mix elemektarketing practices have been
described as the a connecting link that can tramsf@ new solution, develop new
approaches of communication, provide the right eaofjthe pricing strategies and
places products at the right time and for the tacgstomers (Shin, 2012). In this
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regard, previous scholars argue that market otientanfluences firm performance
indirectly through intervening variables and thedationship should be explored
further (Pelham, 1997; Slater and Narver, 1994b).

Previous scholars have proposed diverse distintdtoacts that mediate the effect of
market orientation on performance. In their study 200 Russian firms, Golden,
Doney, Johnson and Smith (1995) measured the niragketactice on the levels of
product quality, marketing research, customer servilegree of importance attached
to advertising, personal selling and sales promatiod found a positive link between
the provision of high quality products and custorservice and firm performance.
However, promotion and price related issues hadimio with firm performance.
Atuahene-Gima (1996) argues that market orientapoovides a common goal
orientation, which leads to enhanced inter-fun@loteamwork and subsequently
enhances performance. Similarly, Hooley and Be(2897) in their study using 564
Hungarian companies revealed that better perfornfings were significantly
different from others in terms of selected markgtpmactice measures such as high
levels of technical products, product quality, prodranges and greater distribution

coverage of the market.

Akimova (2000) in their study of 221 Ukranian firmembined the market orientation
measures as a guiding philosophy of the firm andkatang practices measures such
as product promotion and positioning. The studdifigs showed that managers who
placed extra emphasis on marketing activities sashproduct, promotion and
positioning strategies scored significantly higbercompetitive advantage measures
than those who emphasized on production or seliogvities. Moreover, firms
adopting the marketing practices enjoyed highefitgrogreater sales volume and
better return on investments. The study suggestad firms require well-designed
marketing functional strategies and processes fpdeiment the market orientation so

as to achieve superior performance.

Bodlaj and Rojsek (2010) studied 325 manufactuand selected services industries
companies in Slovenia and concluded that firms lshoaise their level of market
orientation by the timely recognition of changedha customer needs and wants and

buying behaviour of their existing and potentialsttumers in order to enhance
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knowledge about their customers. This can onlydredhrough effective adoption of
the marketing mix to selected target markets, @ldarrective steps in the case of
customer complaints as soon as possible and gagponse to competitor activities.
In support, Shin’s (2012) study on 285 Korean oizmtions showed that the market
orientation and business performance link is airaati one. Their findings indicated
that without the marketing mix capabilities, markéentation measured by customer
orientation, competitor orientation or inter-furmetal coordination dimension did not
directly contribute to better firm performance. &fieally, competitor orientation had
a direct negative impact on customer satisfactiimy concluded that as critical
mediators, the product and marketing communicatepabilities adequately link to
the three sub-constructs of market orientationt@uer, competitor orientation and

inter-functional coordination) with business penfiance.

Oyedijo at al., (2012) study investigated the iotpaf marketing practices on firm

performance of 160 small business enterprises gosadigeria and found a strong
positive relationship between the marketing prastiand performance measured in
terms of customer satisfaction and retention. He same vein, Ayanda and
Adefemi’s (2012) study investigated the relatiopdbetween marketing practices and
performance of 117 businesses in Nigeria and fabhatl entrepreneurial businesses

that had good marketing practices performed mdreiaitly than those without.

The reviewed literature on market orientation, neéing practices and firm

performance shows diverse definitions of what dtwtss market orientation and
marketing practices. While some scholars draw aratstinction between the two
constructs (Ellis, 2005), others fail to distindquibetween market orientation and
marketing practices (Akimova, 2000) and have usedtérm interchangeably. As a
result, firms may not draw a clear distinction ohiethh construct to choose when

making marketing decisions.

2.5 External Environmental Factors and Firm Performance

The extant literature shows that external enviramaefactors play a vital role in the
determination of the failure or success of the $irSpecifically, in the strategic
marketing discourse, the role of competitive enwinent has been viewed as an

emerging area of interest (O’Cass et al., 2004¢ mioderators of market orientation-
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performance relationship have emerged as a topidintefrest in the marketing
literature since the external environment in wharganizations operate is highly
complex and volatile (Faherty, 1985; Kirca et @D05). The external environment
may influence a firm's performance directly as welk moderate the market
orientation and firm performance relationship. Rvas scholars underscore the need
to scan the external environment in designing éffeanarketing strategies (O’Cass
and Weerawardena, 2010). Prior researchers hawgestiegl that the firm’s market
environment might influence the relationship betwemarket orientation and

performance.

Day and Wensley (1988) suggest that in a markentation, the environment might
affect either customer or competitor focus. Theguarthat emphasis should be on the
customer in markets with a low concentration of petitors while for a competitor
emphasis would be called for in high concentratarkets. Kohli and Jaworski
(1990) assert that some market environment chaistate might affect the strength
and or importance of the relationship between ntaokientation and performance.
They further argue that the relationship would toerger in low-growth than in high-
growth environments. While previous studies suggfest environmental conditions
may modify the strength of the market orientation &#irm performance (Narver and
Slater, 1990; Kohli and Jaworski, 1990), mixed hsshave been reported in an

attempt to model different external environmenaaltors.

Greenley (1995) suggests that a firm’s internal arternal environment constrains
its behavior and firm performance is a result oivhbresponds to or deals with its
environments. The dynamic external environmentwimch firms operate provide
opportunities for growth, development, value, wealteation and presents challenges
and threats which firms have to address for sulviVdese factors may vary
depending on the environmental and firm contextcakding to Kohli and Jaworski
(1990), the need for a firm to be market-orienteayrhe affected by the conditions in
the external environment. They argue that firmsrajiey in a dynamic environment
and in changing industries characterized by higirets of competition and fighting
for customers have to be more market oriented tin@ir competitors to enjoy

superior performance.
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In the same vein Capon et al. (1990) argue thdat@mmental factors measured at the
industry level may have a significant impact omfiperformance. Firms operating in
stable environments may not experience the positifexts of being market-oriented
(Kohli and Jaworski, 1990). Irungu’s (2007) stualy publicly quoted companies in
Kenya revealed a significant relationship betwele® operating environment and
performance. On the other hand, Machuki and A¢2@l1) did not establish a
statistically significant direct relationship be®ve the external environment and

performance of the 23 publicly quoted companidsenya.

The extant literature has espoused the suppotti¢odirect and moderating role of the
external environment on the link between markeerddtion and performance.
Although the strength of the market orientation aedormance relationship appears
to be rather strong, the robustness of the relsitipnacross different environments is
not clear and shows evidence of inconsistent ancdnresults (Slater and Narver,
1994; Lonial and Raju, 2001). Some studies sugtfest the effects of market

orientation on performance might be moderated bgrsé environmental conditions

such as market and technological turbulence andoettive intensity (Kirca, et al.,

2005). The measurement of performance gives agatidn as to the effectiveness of
a firm, which is a function of a firms’ response thanges in the external

environment.

Market turbulence refers to the rate of changeh& domposition of customers and
their preferences (Jaworski and Kohli, 1993). Tlaegue that firms operating in
turbulent markets are likely to be market-orierdsdthey have to continually modify
their products and services in order to satisfyeter changing customer tastes and
preferences. Firms are also likely to be more ntaskented due to changes in
consumer tastes and preference (Jaworski and KIi9i3; Slater and Narver, 1994).
On the other hand, firms are likely to be less ratdkiented if consumer needs and
preferences are stable. As a result, firms mayfinadt it necessary to adjust their
marketing mix strategy. While Jaworski and Koh®9B) found market turbulence to
have a positive effect on market orientation penfance relationship, Slater and

Narver (1994) showed a negative relationship.
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According to Porter (1985), fast technological athes shorten the lifecycle of
existing products, erode the competitive advantzgexisting firms and drive some

firms to the front. Technology is viewed as someghnew that drives change at an
increasing rate and technological turbulence asddégree of changes in technology
(Chaharbaghi and Willis, 2000). Firms operatingemvironments characterized by
rapid technological change may be in a positiorolbdain competitive advantage
through technological innovations thus meeting @wgr needs. Kohli and Jaworski
(1990) assert that firms fail if technological tulknce is high and if they are not
capable of keeping up with the technological chang&he general economy in the
market may also influence the performance of a’'§rmarket orientation. They

further argue that firms can get away with low lsvef market orientation when the
general economy is strong as demand for produatssarvices is high and all the

firms within the industry are in a position to salll their products and services.

Competitive intensity is the degree of competiteomd competitor resources that a
firm faces within its industry (Jaworski and Kohli993; Lin, 2011). In addition,
Zhou, Yim and Tse (2005) suggest that competitomiee a firm’'s competitive
advantage by imitating or improving product offgrifirms when the competitive
intensity is high. In support, Slater and NarvdiQ94a), argue that customers can
choose products and services from different firmMereover, in such markets, firms

will attack each other on different strategic disiens.

The extant literature suggests other moderatingr@mwiental conditions that could
strengthen or weaken the market orientation andopeance relationship. Porter
(1980) argues that a firm’s success can be expldigehe strengths and weaknesses
of the industry forces within where it operatesThis view is augmented by Pecotich
et al. (1999) who assert that the five competifimees model forms the basis for
industry structure measurement. The five forcesghodmprise the threat of entry

(the likelihood of the entry of new competitorsanthe industry), the threat of
substitute goods (the extent to which other praglactd services that are similar in
physical, structural and functional characteristosl that perform the same generic

function are available to consumers).
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The bargaining power of buyers relates to the éxtewhich buyers are able to exert
influence and affect the firms’ profitability an@meral corporate wellbeing while the
bargaining power of suppliers relate to the exterwhich suppliers are able to exert
influence and affect the firm’s profitability andemgeral wellbeing. Finally, the

intensity of rivalry is the extent to which firms ithe industry frequently and

vigorously engage in outwardly manifested competditictions and reactions in their
search for competitive advantage in the market epldo the same vein, other
environmental factors include ease of entry anglseippower market growth and

buyer power distance to, diversity of and dependeos markets and customer
network size and diversity (Slater and Narver, 1¥Mls, 2010). Porter (2008) argue
that the government can hinder or add entry bar@ed operation of the firms for
instance, through licensing restrictions of foreigmestment, restrictions of foreign
investment, subsidies and availability of basiceaesh. The industrial organization
literature suggests environmental factors sucht@snsity of competition, competitive
power, advertising intensity, customer loyalty andustry stability (Momrak, 2012)

moderate the market orientation and performaneeioalship.

Slater and Narver (1994) studied the impact ofdbmpetitive environment on the

market orientation and performance relationshiBbfstrategic business units and
found limited support for the moderating effecttoé market turbulence, competitor
hostility, market growth, buyer power, technolodidarbulence and competitor

concentration. In support, Greenley’s (1995) stuway 240 UK companies across
industries found that the market orientation amch fperformance association may be
positive or negative depending on competitive emument. Appiah-Adu (1998)

studied the moderating effect on the market oriertaand subjective performance
indicators measured in terms of sales growth ahgmeon investments relative to
expectation of 74 Ghanaian firms. The results aigid that the market orientation

and performance association is moderated by thedasenvironment.

Pulendran et al. (2000) conducted a study on thelemading effect of market
turbulence, competitive intensity and technologitatbulence and identified a
positive relationship between market orientationd gorofitability arguing that
superior profitability can be achieved by undemagkimarket-oriented activity. In

addition, Matzuno and Mentzer (2000) empiricallaeined the moderating role of
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business strategy type on the market orientatiah @arformance relationship. The
results supported the moderating effect of busisésgegy type on the relationship
between market orientation and business performadiceilarly, Lonial and Raju,

(2001) studied the effect of environmental uncettaion the relationship between
market orientation and firm performance of 175 litaég The results of the study
showed that the relationship between market oriemaand hospital performance
was much stronger for hospitals in high uncertagtyironments. They concluded
that the market orientation had a strong relatignsto hospital performance

regardless of the degree on environmental uncéytain

On the other hand, a study by Grewal and Tans#@)1) on 312 manufacturing
firms in Turkey showed that competitive intensitygatively moderates the market
orientation and performance link after a crisis leliilkowah’s (2008) study on the
food and beverages organizations in Nigeria didastablish any strong association
between market orientation and business performasce result of the moderating
effect of government policies, new product develepmdiversification, innovation
and depreciation of the Nigerian currency. Aziz afassin (2010) investigated the
role of the external environment in the market ma¢ion-performance association
among 102 SMEs in the agro-food sector in Malayamma found that market-
technological turbulence and competitive intenslity not moderate the relationship
between market orientation and firm performancebaZeand Goodwin’'s (2011)
empirical study showed that market turbulence aoanhpetitive intensity have a
moderating effect on the association between marieéntation, monetary

performance and customer satisfaction of 364 pibainks in Bangladesh.

In support, Lin’s (2011) study of 249 travel agescin Taiwan revealed that only
technological turbulence moderates the market taiem and performance
relationship while market turbulence and compeditintensity did not moderate the
relationship. Langat et al.,’s (2012) study on 28@nufacturing firms in Kenya
showed that the business environment significaatfgcts the relationship between

market orientation and performance.

The reviewed theoretical and empirical literature tbe moderating effect of the

environment factors on the market orientation armfggmance relationship is
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equivocal. While some scholars suggest that thér@ment moderates the market
orientation and performance relationship, otheroks propose weak association
while others propose a negative relationship. Tiwnsistencies on the moderator
role require further in-depth investigation, pautarly in the context of a country like
Kenya.

2.6 Firm Characteristics and Performance

Firm’'s characteristics including its size, age, amavnership, management
characteristics such as level of education, marmgege, and experience can
influence firm performance. In their meta-analysispon et al. (1990) found that the
relationship between the size and firm performamas not significant. Firm size has
been recognized as one of the single most domiraarables in firm studies and has
been shown to be related to overall industry pabflity (Hendricks and Singhal,
2000). The extant literature indicates that thecexalationship between size and
performance is equivocal as it influences firm parfance in diverse ways. The key
characteristics of large firms include diverse daigées, abilities to exploit
economies of scale and scope, market power and posee formalized procedures.
In addition, larger firms encounter less difficulty accessing credit facilities for
investment and have broader pools of qualified hurmapital (Yang and Cheng,
2009).

With regard to the age of the firm and performarelationship, older firms enjoy
superior performance since they are more experikrttave the benefit of learning,
and are not prone to the liabilities of being ndlese key characteristics and the
effective implementation of procedures allow larfiens to generate superior
performance relative to smaller firms (Majumdar97p Conversely, older firms are
prone to inertia, are bureaucratic, lack the fléypbto make rapid adjustments to
changing conditions and are likely to lose outhia performance stakes to younger
and more agile firms (Majumdar, 1997). This viesv Supported by Cadogan,
Diamantopoulos and Siguaw, (2002) who argue thditras become older and more

experienced, they tend to be more bureaucraticrdiexkible.

According to Zahra, Ireland and Hitt (2000), ageasweed by the number of years a

firm has existed may influence the firm’'s businesgivities and profitability.
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Winston and Dadzie (2002) examined the prevalenaeken orientation in Nigeria
and Kenya by focusing on the role of top managemd #e adoption and
implementation of market orientation. The resulttoved that managerial
characteristics affected the adoption and impleatant of market orientation in firm
units. On the other hand, Ogbonna and Ogwo’s (26t&8)y on 52 insurance firms in
Nigeria revealed that the age of the insurancesfimNigeria has a weak moderating

effect on the market orientation and corporateqreréince.

Empirical evidence reveals mixed findings on finresand performance relationship.
Prescott and Vischer (1980) show the positive agBon between firm size and
profitability is a result of the implementation ajreater differentiation and
specialization strategies which leads to higheicieficy. Supporting this view,
Hendricks and Singhal (2000) claim that firm sizean important predictor for
financial performance. They argue that the agesarelof the firm are associated with
inertia. They define inertia as slow adaptatiorthiange or resistance to fundamental
changes in conducting business. Thuo’s (2010) studythe relationship between
Customer Relationship Management (CRM) and conipetiess of commercial
Banks in Kenya revealed that organisational faatoeasured in terms of age and size
did not directly influence competitiveness of thether banks nor moderate the CRM
and marketing productivity. This view was augmerttgdPoensgen and Marx (1985)
study on 1,478 German manufacturing firms in 3lugides revealed a weak size-
profitability relationship while Whittington’s (199 study found a negative
association between firm size and profitability 1d0K-based listed manufacturing

companies covering the time period from 1960 to4197

Au and Tse’s (1995) study in the hotel industryHong Kong and New Zealand
suggested that the firm size, price, market tumée technological turbulence,
degree of competition, and the economy interratage multifaceted way and impact
on the market orientation and firm performancetieteship. This claim was further
attested by Mahmoud (2011) on 191 SMEs in Ghanafanad that the development
of market orientation in the SME sector rests nmnmethe attitude of owners and or
managers and that market orientation leads to gupgerformance under constant
competitive conditions. In support, Kinoti’'s (2018judy established a moderating

effect of organizational characteristics measureteims of age and size of the firm

40



and type of industry and ownership on the corpoiratege and performance of 1SO

9000 and 14000 certified organizations in Kenya.

2.7 Market Orientation, Marketing Practices, Firm Characteristics, External
Environment and Firm Performance
In today’s turbulent business environment, intenselpetitive forces, changes in
customer current and latent needs and evolving ¢inaracteristics exert pressure on
firms to develop ways of enhancing their compegitadvantage to achieve superior
firm performance. Firms must make a concerted effounderstand their customers
and competitor actions, integrate the functionaivdies which in turn enable them
integrate their marketing tools to reach the targetrket more effectively and
efficiently so as to achieve higher performancee Eitant theoretical and empirical
studies indicate a positive market orientation famd performance relationship with a
growing view suggesting that such a relationshipetiels on the environmental forces
and other intermediate factors under which firmerage (Kohli and Jaworski, 1990;
Narver and Slater, 1990; Avlonitis and Gournari899). According to Baker and
Sinkula (1999), a firm requires a strong markeewt@tion in order to focus on the
environmental events that are likely to influentg ability to increase customer
satisfaction relative to competitors. Firms thatck and respond to customer needs
and preferences can satisfy customers better anseqaently perform at a higher
level (Lusch and Laczniak, 1987). A firm’s respeesiess to changing market needs
calls for the introduction of new products andvems and the implementation of
marketing activities that are designed to satisiystamer needs better than
competitors (Martin and Grbac, 2003).

A firm’s objective would be financial such as arcrgase in sales, profits or non-
financial such as customer satisfaction, employatésfaction customer retention,
market expansion, and customer retention, finandetility, relevance, efficiency

and effectiveness. Market-oriented firms enhancg&oroer satisfaction and loyalty
since they are well-positioned to anticipate customeeds and offer goods and
services to satisfy those needs (Slater and Nat@&4b). Subsequent to formulation
and implementation of the market orientation andkeiapractices, some objectives
could be achieved while others would be marginatthieved. The extent to which

firm’s objectives are achieved is a gauge of firnmrformance taking into
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consideration the changes in the external envirommestrategic marketing
interventions and firm characteristics. Distinctrkaing practices can enable a firm
to outperform competitors by reaching target marketre effectively and efficiently.
While competing firms may focus on similar markéie unique way in which
individuals within each firm uses the informatiagathered creates many distinctive
ways of solving similar customer needs (Vorhies Hiadker, 2000). O’Cass and Ngo
(2005) contend that industry forces and/or firm rebteristics are a source of
performance variance amongst firms.

While previous scholars have studied the relatigmsshetween market orientation,
marketing practices, external environment and fperformance, the relationships
have been studied independently. The extant litezaghows a predominant positive
and significant relationship between market origota and firm performance
(Jaworski and Kohli, 1993; Slater and Narver, 1994n the other hand, several
researchers have reported results that were ntistst@ly significant or negative
effects for this association (Kirca et al., 200/).addition, individual studies have
examined subsets of the antecedents and consequehoearket orientation from
objective, subjective or combined performance messuVhile some scholars have
used objective performance measures (Narver angrS1®90; Deshpandé et al.,
1993; Tse, 1998), others have used subjective peafoce measures (Pelham and
Wilson, 1996; Pitt, Caruana and Berthon, 1996; Béanan, 1996). Some scholars
have used both subjective and objective performameasures (Jaworski and Kohli,
1993). Previous empirical studies have reportedtrang correlation between
objective and subjective performance measures (Memkan and Ramanujam, 1986;
Appiah-Adu, 1998; Dawes, 1999).

Prior studies have put forth different variablespasential moderators in the market
orientation-performance relationship such as markabulence, technological
turbulence, competitive intensity, market growthdduyer power, five competitive
forces (Appiah-Adu, 1998; Jaworski and Kohli, 199%ater and Narver, 1994;
Harris, 2001; Momrak, 2012). Wrenn (1997) podiiat these moderators have little
effect on the positive impact of market orientat@nfirm performance. Kirca et al.,’s
(2005) meta- analytical review of 21 empirical sésdthat included moderating

variables concluded that the empirical evidencepstmg the view that market
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turbulence, technological turbulence or competitiensity moderate the market

orientation -performance relationship is not suint.

Previous studies have focused on diverse variatilas mediate the relationship
between market orientation and performance suclinagvativeness, marketing
practices, customer relationship management, supp&in management and new
product development proficiency among others (Kieta al., 2005; Raaij and
Stoelhorst, 2008). For instance, while Atuahene-##nf{1996) study found positive
effects of a market orientation on various measofd@anovation characteristics and
innovation performance, Han et al., (1998) fouhdtta market orientation affects

firm performance only through innovativeness inclie

Studies on marketing practices, market orientatod firm performance revealed
diverse results. Ellis (2005) studied the effectnadirketing practices and market
orientation on firm performance. The study revealet marketing practices had a
greater impact on customer satisfaction and ovdirati performance than market
orientation. Supporting this view, Morgan, Vorhasd Mason (2009) study revealed
that individual marketing mix decisions such asrote decisions, market research

and management can lead to superior firm performanc

The findings of the studies reviewed regarding thitionship between market
orientation, firm characteristics, marketing preesi, external environmental factors
and firm performance are equivocal. This study ipocated the market orientation,
marketing practices, the external environmentalofac firm characteristics and firm
performance in an integrated structure and emglyiexamined their relationships on
the performance of tour firms in Kenya. A summafykoowledge gaps is presented
in Table 2.1.
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Table 2.1: Summary of Knowledge Gaps

Study

Focus of Study

Knowledge Gaps

Focus of Curréstudy

Ogbonna and
Ogwo (2013)

The study examined the market
orientation and performance
relationship of 52 insurance firms in
Nigeria

The study was limited to market

orientation and performance measur
such as profitability, sales volume alf
market share

The current study incorporated the moderati
eand mediating and expanded the performal
naneasures

ng
nce

Dle

Shin (2012) The study investigated the relationshiphe study was limited to the market | The current study included marketing resear
between market orientation and orientation, competitive environment| expanded the external environmental factors,
marketing mix capability on firm and performance and four sub- firm characteristics and expanded firm
performance in Korea. constructs marketing mix capabilities. performance measures.

Lagat, et al., The study investigated the relationshifrhe study was limited to market The current study incorporated marketing

(2012) between market orientation, business orientation, business environment andoractices and subjective performance measures.
environment and performance of financial performance measures.
manufacturing firms in Kenya.

Mamat and The study assessed the independent The study focused on the relationshipThe current study included the moderating r

Ismail (2012) | and combined influence of customer| between market orientation and of external environmental factors and the
orientation, competitor orientation andprofitability, sales growth rate and mediating effect of marketing practices on the
inter-functional coordination on customer retention performance market orientation and performance
performance of Bumiputera furniture| indicators relationship.
entrepreneurs in Malaysia

Mahmoud The study investigated the The study was limited to the market| The current study included the marketing

(2011) investigated the market orientation- | orientation, competitive environment| practices, external environmental factors, firi
performance link among 191 Ghanaigpand performance link characteristics and subjective performance
SMEs

Lin (2011) The study investigated the moderatind@he study focused on the market The current study incorporated the subjectiv

effect of the competitive environment
on the market orientation and
performance relationship among 249
Taiwan travel agencies

orientation and financial performance
measures and moderating effect of tf
market, competitor and technological
turbulence

performance measures, additional external
nenvironmental factors and the mediating
effect of marketing practices on the market
orientation and performance relationship
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Study

Focus of Study

Knowledge Gaps

Focus of Curréstudy

Morgan, et
al.,(2009)

The study investigated the relationsh
between market orientation and
marketing strategies as drivers of firn
performance.

i he study was limited to market

orientation, marketing strategies and

nfirm performance did not address the

competitive environment, firm
characteristics as drivers of firm
performance.

The current study included the moderating
effect of the external environmental factors,
firm characteristics and the mediating effect
marketing practices on the market orientatio
and performance relationship.

Nkowah (2008)

The study examined the extent to
which market orientation impacts
business performance of food and
beverages organizations in Nigeria.

The study was limited to the market
orientation and market share, sales
growth and profitability as
performance indicators.

The current study expanded the performanc
measures and incorporated the moderating,
mediation variables and joint effect of the
independent, moderating and mediating
variables.

Sin et al.,(2005)

The study investigated the link
between market orientation and
business performance in the hotel
industry.

The study was limited to the
relationship between market
orientation and financial and marketi
performance measures.

The current study included the moderating,
mediation and combined effect of he
ngnoderating and mediation factors on the
market orientation and performance measur

The study examined the relationship| The study was limited to the market | The current study incorporated the moderati
Rojas- between market orientation and firm| orientation (MARKOR) and product | mediation and joint effect of the independent
Méndez, et al.| performance of Chilean small success, customer retention and mediating and moderating factors on the
(2006) businesses across six cities. relative price-product quality as market orientation and performance
performance indicatc. relationshiy.
Winston and The study examined the prevalence pfThe study did not include the influen¢é he study incorporated the moderating effeg

Dadzie (2002)

market orientation of Nigerian and
Kenyan firms by focusing on the role
of top managers on the adoption and
implementation of market orientatic

of the external environmental factors
and marketing practices.

mediation effect and their joint effect on
performance.

—
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2.8 Conceptual Framework

The conceptual framework shown in Figure 2.1 wasetaon reviewed theoretical
models such as the industrial organization, th®ue®-based view and dynamic
capabilities. The industrial organization as espdudy Porter's (1985) five

competitive forces suggests the forces that shaghastry competition. On the other
hand, the resource-based view suggests how compeditlvantage within firms is

achieved and how that advantage might be sustaived time (Eisenhardt and
Martin, 2000) while dynamic capabilities puts fottte firm capabilities that have the

potential to give a competitive advantage (Helfat eteraf, 2009).

Previous studies led support to the positive refestnip between market orientation
and performance. Similarly, this study hypothesites tour firms in Kenya may
enhance their performance by implementing the maokientation. However, this
relationship may be influenced by external envirental factors and firm
characteristics. The relationship may also be naiddrby external environmental
factor and mediated by marketing mix practices &ndlly the joint effect of the
moderating and intervening variables may influetiee relationship between market
orientation and firm performance. The frameworlegrates the market orientation,
marketing practices, firm characteristics, exteranlironmental factors, and firm

performance into a single model as shown in FiQute
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Figure 2.1: Conceptual Framework Moderating Variable
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From the conceptual framework illustrated in Figuel, firm performance is
independently influenced by market orientation, agd size of the firm and external
environmental factors (HH,, and H). Firm characteristics moderate the relationship
between market orientation and marketing pract{ek}. The external environment
moderates the market orientation and performandatiomship (H) while the
marketing practices mediate such a relationshig). (Rinally, market orientation,
marketing practices, firm characteristics and ewkenvironment jointly influence

firm performance ().

2.8.1 Conceptual Hypotheses
The following hypotheses were formulated from titerdture review on the basis of
the relationship depicted in the conceptual maaé&igure 2.1:
Hi.: There is a statistically significant relationstiptween market orientation and
performance of tour firms in Kenya.
Ho: There is a statistically significant relationslhptween firm characteristics and
performance of tour firms in Kenya.
Hs: There is statistically significant relationshiptlween external environmental
factors and performance of tour firms in Kenya.
H4: The relationship between market orientation andrketang practices is
significantlymoderated by firm characteristics.
Hs: The relationship between market orientation ard fierformance is significantly
moderated by the external environmental factors.
He: The relationship between market orientation ard fierformance is significantly
mediated by marketing practices.
H-: The joint effect of market orientation, marketiptactices, firm characteristics,
and external environmental factors is significargteater than the sum of the

effects of individual variables on performance.
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2.9 Summary

This chapter has presented the theoretical foumdadf the study by reviewing the
industrial organizational theory; resource-baseslvwand the dynamic capabilities
view which constituted the theoretical underpinsiraf the study. The chapter also
presented the theoretical and empirical literatafethe previous studies and a
summary of the knowledge gaps. A conceptual framkevamd the corresponding

hypotheses were also presented. The next chageengs the research methodology.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

Chapter three describes the research philosopbgareh design, the population of
the study, the survey method and measurementhiléiiaand validity of the research,
operationalization of the study variables and tht dnalysis techniques. The chapter
ends with a summary of the key indicators useddasure the study variables and the

analytical model.

3.2 Research Philosophy

Research philosophy relates to the developmennofiledge and the nature of that
knowledge contains important assumptions abouimdne in which people view the
world including positivism, phenomenology (interfiwvesm), pragmatism, realism,
idealism, rationalism, functionalism and objectimiamongst others. Phenomenology
(interpretivism) is qualitative in nature wherebynian beings make sense of the
world around them. It is based on the premise khatvledge is subjective, focuses
on immediate experience, personal knowledge andvithal interpretations
(Saunders, Lewis and Thornhill, 2007).

The pragmatism approach offers a multiple methaslggewhere by the researcher
can apply both quantitative and qualitative methoBealism holds that reality exists
independently of the researcher's mind and mayteixisspite of science or
observation and there is validity in recognizinglitees that are simply claimed to
exist or act, whether proven or not (Sobh and Re2006; Blaikie, 1993). The
rationalism approach believes that knowledge fldwesn reason than experience
while functionalism suggests that social institnicand practices can be understood
in terms of functions they carry out in sustainihg larger social system ( Uddin and

Hamiduzzaman, 2009).

Positivism attempts to gain predictive and explanatnowledge of the external
world through construction of theories that cong$thighly general statements

expressing the regular relationships (Uddin and idamzaman, 2009) Positivism is
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based upon values of reason, truth and validityafotus on facts gathered through
direct observation experience and measured emibyrigaing quantitative methods
and statistical analysis. Positivist researchediide and formulate research through
variables, hypotheses and operational definiticmsed on the existing theory. This
study was guided by the positivistic research oiiny which included developing a
conceptual framework developed from existing mankeand strategic management
literature, objective testing of empirical hypotbesthat were formulated on
predictions of phenomena. Hypothesis testing waetaken with the intent of either
rejecting or failing to reject the alternative hyjpeses. This approach also allows for

the operationalization of the various hypothesesgeneralization of the results.

3.3 Research Design

The study used a descriptive cross-sectional sutesign as it sought to describe and
establish relationships among the key study vaembhamely; market orientation,

marketing practices, firm characteristics, exteraalironmental factors and firm

performance. The descriptive research design wasidered appropriate for this

study as it allowed collection of data from the pdmand the description of

phenomenon under study. The collected data weljec®l to statistical analysis that
allowed for hypothesis testing through use of atidy and predictive models while

using simple statistical descriptions, multivariadad regression measures while
descriptive research design allowed for objectivactusions to be drawn (Cooper
and Schindler, 2003).

The descriptive cross-sectional design is consildoe be robust for effects of
relationship studies and suitable for studies that to analyze a phenomenon,
situation, problem attitude or issue by considedangyoss-section of the population at
one point in time (Mugenda, 2003; O’Sullivan, et &009). The descriptive cross-
sectional research design has been used in presiodies by Kinoti, (2012); lrungu
(2007); Munyoki, (2007); Sin et al., (2005) and Warand Slater, (2000).
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3.4 Population of the Study

The population of the study included both localhd&doreign owned registered tour
firms operating in Kenya as at July 2012. The redea considered this population
more appropriate because tour firms were likelyhawe adopted market orientation.
The target population included all 104 categorie® A Kenya Association of Tour

Operators registered tour firms as at July 2012péHulix 111). To be registered with

Kenya Association of Tour Operators, firms must trtbe eligibility condition of a

minimum gross annual turnover of USD 140,000 and gear membership. The
register is frequently updated for public use amdaansidered a reliable source of
information for tourism customers. A census studgswconducted since the
population was relatively small. The compositiortteé population of firms studied is

summarized in Table 3.1.

Table 3.1 Description of Tour Firms Surveyed

Category Number of members Gross annual
turnover(GAT)in USD
A 31 Gross annual turnow
exceeding USD 1.7
Million
B 8 Gross annual turnow

exceeding US$1.1Million
but below US$1.7Million

C 20 Gross annual turnow
exceeding US$570,000 but
below US$1.1Million
D 45 gross annual turnov
exceeding US$140,000 but
below US$570,000

Total 104
Source: Kenya Association of Tour Operators, (J204,2)

As indicated in Table 3.1, of the 104 tour firms thke Kenya Association of Tour
Operators, register, 31 tour firms were listed urodgegory A, 8 under category B, 20
under category C and 45 firms under category D. dhwice of the tour firms as a
setting for this research was considered appr@pf@attwo reasons. First, the tourism
sector in Kenya contributes approximately 10% & ountry’s Gross Domestic
Product (GDP) and warrants attention from the toarimarketers and service
providers. Tourism is also a key sub-sector inEhenomic Pillar of Kenya’s vision

2030.For this reason, the tour firms are key piditts in the service delivery of the
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tourism product. Second, today’s customers are meneanding and their tastes and
preferences are constantly changing. They areylit@lconsider other destinations
when making their purchase decisions if their neaad$ wants are not adequately
addressed. For tour firms to be successful, theg ba be responsive to their target
customer needs and adapt to the changing markatitioms by introducing new

products and services that meet their target custoneeds better than their

competitors.

3.5 Data Collection Instruments and Measurement

The study used both primary and secondary datmaPyidata were collected using a
semi-structured questionnaire developed in previowsrket orientation studies
(Narver and Slater, 1990), Five competitive forstisdies (Pecotich et al., 1999),
marketing practices (Morgan et al., 2009; Vorhied &larker, 2000), The variables
were modified with the aim of addressing the specésearch objectives and context
using the key-informant method. The managing dimesgt owners and/or the
marketing or sales manager were the key informargach tour firm as they are
deemed to have the specific knowledge on strategitketing responsibilities and
experience. Only one respondent was interviewezhith firm. While some previous
researchers have supported the use of multiplenmaots, others scholars found that
single informants provide data that are reliablel amlid as multiple informants
(O’cass et al., 2004; Narver and Slater, 1998)s T$consistent with previous studies
that have used the views of key informants to sttly market orientation and

performance relationships (Lin, 2011; Zebal and Wind2011).

The research instrument was self- administerecutiireelectronic mail and the drop
and pick up later method. A letter of introductiexplaining the purpose of the data
and assuring the respondents of data confidegtiatitompanied the questionnaire.
Follow-up telephone calls and emails were madéh¢éoréspondents to increase the
response rate. In addition, secondary data welected from published sources such

as newspapers, magazines, websites and otherlguhiailable sources.
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3.5.1 Reliability of the Research Instruments

The measures of each study variable was a resudixignsive review of existing

theoretical and empirical literature on market tdion, marketing practices, the
external environment, firm characteristics and fperformance. Reliability testing

measured the internal consistency of each variadeinvestigated if each individual

guestion used to create the variable was meastiringame aspect. Reliability deals
with how consistently similar measures produce lsimiesults in two dimensions

(Zigmund, 1997).

The study adopted measures from previous studeh#d been previously tested for
reliability and found to be reliable. Minor adjugnis on the measurement instrument
were made to ensure they were thematic to the gscand the context of the study.
To assess the relationship among the study vasahleeliability test were computed
using the Cronbach’s alpha Coefficient which rafigen O and 1. The closer the
Cronbach’s Coefficient Alpha is to 1, the greater internal consistency of the items
in the scale. If no correlation exists, Cronbadbéefficient Alpha is zero and the sub-
indices are independent. A high Cronbach’s alpledfioient is an indication that the
underlying items reflect the desired variable w@lunnally and Berstein, 1994).
Previous studies have used Cronbach’s alpha Cmaffidco measure reliability
(Kinoti, 2012; Thuo, 2010).

3.5.2 Validity of the Study

Validity refers to how accurately the data obtaiwegiture what they were designed
and purported to measure (Mugenda, 2003). To ensoméent validity, the data
collection instrument was subjected to a pilot testheck for any weaknesses in
design and development of the questionnaire afteciwthe final questionnaire was
constructed (Hair, Money, Samouel and Page, 26@Jr managers drawn from each
category and senior marketing lecturers were usetest for face validity. The
pretested tour firms did not form part of the targepulation as this would result to
assessment biases. On the basis of the commemts th® industry experts and

academia, the items were refined and the finaltopresaire developed.
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Factor analysis using principal component analysas performed to determine

construct validity of market orientation, marketipgactices, external environmental
factors and performance variables. Previous stuthee also used factor analysis to
determine the validity of questionnaire (Thuo, 20Mdkhtar et al., 2009; Sin et al.,

2005; Slater and Narver, 2000).

3.6 Operationalization of the Study Variables

The variables were operationalized and measuredgusaulti-items/indicators
anchored on a five-point Likert type scale randirmgm 1=Not at all to 5=To a very
large extent. Likert-type scales are psychomeegponse scales primarily used in
guestionnaires to obtain participants preferencedagree of agreement with a
statement or set of statements. Likert-type scales a non-comparative scaling
technique and are uni-dimensional (measure a simgtkerlying trait). The Likert-
type scale is a widely used method of scaling @nftblds of scholarly and business
research that produces attitude measures that ceakbnably be interpreted as a
metric scale measurement (Chimi and Russel, 2008y are also widely used to
capture attitudes, beliefs, qualitative data the¢ difficult to measure or data
addressing sensitive topics for which a respondenild likely not respond to or

would respond falsely is asked directly.

The study was guided by previous studies that medsumarket orientation

dimensions and firm performance outcomes relativéhat enjoyed by their closest
competitors (Zebal and Goodwin, 2011; Lin, 2011;riyém, et al., 2009). To measure
the independent variable, the scale was adopted Marver and Slater's (1990)

market orientation conceptualization (customerrdagon, competitor orientation and
inter-functional coordination). An aggregate meas(@omposite score) of market
orientation was obtained by combining the mean esoof market orientation

dimensions of each tour firm. Previous studies hased Narver and Slater’s (1990)
measurement scale and computed the firm’s markattation score as the average of
the sums of scores of the responses from the marageeam on the three market

orientation components (Lagat et al., 2012; Linl2Narver and Slater, 1990).
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In this study, the dependent variable was tour’firperformance. A review of extant
literature provided an expansive view of the suibyecfirm performance measures
that guided the operationalization of the variaflbere seems to be no agreement
among scholars and researchers on the appropredsure of firm performance and
for this reason, different dimensions of firm penmfi@nce are considered. While some
studies have suggested that performance measuckglengrowth and financial
performance (Wiklund, 1999), other scholars hawememended the use of objective
measures of performance over subjective evaluatibrperformance. Day and
Wensley, (1998) argue that objective measures dhbal supplemented by other
subjective measures for a comprehensive repregemtat performance. Moreover,
previous studies have suggested that top managsmevdluation of subjective
measures is highly correlated with objective meesyDess and Ribinson, 1984).
Substantive implications of the body of the mar&eaentation discourse appear to
heavily rely on the validity of subjective perfornt® measures (Kirca et al., 2005;
Dawes, 1999).

This study adopted subjective firm performance mess since collection of
objective data from respondents is normally difti@ince small firms are reluctant to
disclose actual performance objective data espgdiahey consider it commercially
sensitive or confidential and can provide biasedlwation of their firm’s financial
performance (Sapienza, Smith and Gannon, 1988)stiliy was guided by previous
market orientation studies that have successfubgdumarket orientation and
subjective firm performance measures (Kirca et 2005; Deshpande and Farhey,
1998; Balakrishnan, 1996; Pelham and Wilson 1996).

To measure firm performance, this study adoptedarmimgtional assessment
framework to measure the tour firm’s effectivenes#ficiency, relevance and

financial viability (Kinoti, 2012; Munyoki, 2007; wsthaus et al., 1999). The customer
satisfaction customer retention measurement scaés adopted from Zebal and
Goodwin, (2011) and Zebal, (2003). The employeésfsation measurement scale
was adopted from Jaworski and Kohli (1993).
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The moderating variables were the external enviemtal comprising Porter’s (1980)
five competitive force factors and government peic The INDUSTRUCT scale was
used to measure the five competitive forces (Pelcat al., 1999; Porter, 1980). The
scale to measure the market turbulence was addpbed Kohli and Jaworski's
(1990) competitive environment. The age of the tbim was measured by the
number of years the firm has been in operationany& while the size was measured

by the number of permanent employees.

The mediating (intervening) variable were the mangpractices conceptualized as
the intangible marketing execution tools used byndi to deploy the market
orientation for enhanced firm performance resulthe marketing practices are
expected to act as the linkage through which toumsf can develop innovative
products and services that meet the changing cesteastes and preferences of
current and potential target customers. Tour fismsuld consider providing the right
range of pricing strategies, placing the producthat right place and time for the

customers and develop novel promotion approaches.

Marketing research (probe), a key mechanism thromigich firms plan, gather and
analyze information regarding their current andeptil customer, competitors,
stakeholders and the environment for use in makimayketing decisions was
included. The marketing practices were examinechbgns of twenty four attitudinal
statements scales adopted from previous studiesgdoet al., 2009; Vorhies and
Harker, 2000). The operationalisation and measunénoé study variables are
illustrated are Table 3.3.
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Table 3.2: Operationalization of Study Variables

Variable Nature Indicator Measure Scale Question
Tour firm market Independent | Market orientation: Five point Likert-type scale Interval Part Il
orientation «  Customer orientation 1-Not at all
«  Competitive orientation 2-To a small extent
+ Inter-functional coordination 3-To a moderate extent
4-To a great extent
5-To a very great extent
Firm characteristic Independer |«  Firm size Direct measul Direct measur Part
e Age size
Marketing practices Intervening Marketing practices Five point Likert-type scale Interval Part Il
e Product practices 1-Not at all
. Price practices 2-To a small extent
«  Place practices 3-To a moderate extent
«  Promotion practices 4-To a great extent
«  Marketing research practices | ©~T0 @ very great extent
External environmeial Moderating External environmental facto Five point Likert-type scal Interva PartlvV
factors » Five competitive forces 1-Not at all
e Market turbulence 2-To a small extent
«  Government policy 3-To a moderate extent
4-To a great extent
5-To a very great extent
Tour Firm performanc Depender Performance measur: Five point Likert-type scal Interva Part v

*  Customer satisfaction
»  Customer retention

» Employee satisfaction
» Effectiveness

» Efficiency

* Relevance

» Financial viability

1-Not at all

2-To a small extent
3-To a moderate extent
4-To a great extent
5-To a very great extent
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3.7 Data Analysis Models

Data were analyzed using both descriptive stasisfimean and measures of
dispersion) and inferential statistics (correlatianalysis of variance and regression
analysis). Descriptive analysis was conducted &sgmt the main characteristics of
the sample. To test the hypotheses, correlation @eglession analyses were
computed to determine the expected relationshipsvds®n market orientation,

marketing practices, firm characteristics, exteraalironmental factors and firm

performance. The regression analyses provided a&giraquations to predict the
magnitude of the dependent variable and providaegfor the predictor variables.
Pearson Moment Correlation (r) was derived to stiwsvnature and strength of the
relationship among variables. Coefficient of detieation (R) was used to measure

the amount of variation between the study variables

The general model for predicting firm performane@s represented by the following
model:Y = a + f1X1+ f2Xo+ B3Xz+ ...+ fnXnter. Where Y is the dependent
variable and is a linear function of; XXz, Xz, ...X, plus g, a is the regression
constant or intercept,,j are theregression coefficient or change induced in Y by
each X, X., are independent variables, is the error term that accounts for the
variability in Y that cannot be explained by thedar effect of the predictor variables.
The estimate model for the tour firm performances vexpressed asFP = a +
L1IMO+ p, P+ 3 AL f3 St p4F +4&. FP is the estimated composite index of firm
performance measure,is aregression constant or interceft;., are the regression
coefficients. MO represents the composite scor@wf firm market orientation and
is the independent variable, P, the composite saiotiee marketing practices and the
mediating/intervening variable. The moderating ailes are represented by F which
the composite score of external environmental factd represents the age of the
firm, S the size of the firm ang; is the random error term that accounts for the
variability in tour firm performance that canna bxplained by the linear effect of

the predictor variables.
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To test the moderating effect of the external emmnental factors (F) on the
relationship between tour firm market orientativ}) and firm performance, (FP), a
hierarchical multiple regression analysis was uskdthe first step, the independent
variables (MO and F) were entered into the modebmeslictors of the outcome
variable (firm performance). The independent J@éa do not have to be statistically
significant predictors of the dependent variable)(F order to test for an interaction
term (Baron and Kenny, 1986). In the second stepnteraction term (the product of
the two independent variables MO and F) was contbu{a interaction term presents
a joint relationship between market orientation ertérnal environmental factors and
this relationship accounts for additional variamecehe dependent variable beyond
that explained by either market orientation or mdé environmental factors alone.
The moderator effect is present if the interactienm explains a statistically
significant amount of variance in the dependentiatde. The single regression
equation was presented so+ [1X+ S22+ f3XZ. & wherea is aregression constant
or intercept, f1 is the coefficient relating to the independent vagal{(MO) to the
outcome, Y(FP), when Z(F)=0p; is the coefficient relating to the moderator, Z, to
the outcome when X=0, XZ is the product of markeemation and external
environmental factors andg is the error term. The regression coefficient thoe
interaction ternyis, provides an estimate of the moderation effecfs lis statistically
different from zero, there is a significant modematon the X (MO) and Y (FP)

relation.

To examine the mediating effect, Baron and Keni¥3386) four step procedure was
used. Several regression analyses were conductetharsignificance of coefficients
examined in each step. In the first step, a simplgression analysis with the
independent variable (MO) predicting the dependanible (FP) was carried out. In
the second equation, a simple regression analysistine independent variable (MO)
predicting the intervening variable (P) was carwed. In the third equation, a simple
regression analysis was carried out with the ireing variable (P) predicting the
dependent variable (FP) and finally, a multiple resgion analysis with the
independent variable (MO) and intervening varia{i® predicting the dependent
variable (FP) was carried out.

60



The purpose of step one to three was to estaiblztro-order relationships among
the variables existed and if they were statistycaignificant proceed to step four. If
MO was no longer significant when P is controlléte findings would support full

mediation. If MO was still significant, that is, thoMO and P are both significantly
predict FP; the findings would support partial naidin. Figure 3.2 represents the

graphical representation of the mediating effect:

Figure 3.1: Mediating Effect of Marketing Practiceson the Relationship between

Market Orientation and Firm Perbrmance

Part A: Overall Direct Effect

MO Path ¢ »FP

Part B: Path Diagram for Mediation Effect of Maiket Practices

P
Path a Path b

MO »F
Path ¢’ >FP

Source: Adopted from Baron and Kenny (1986).

As illustrated in Figure 3.1, testing for mediatiomolves establishing four conditions
by determining path c, market orientation (indejesti variable) is significantly
related to firm performance (dependent variabla)h@ shows that market orientation
is significantly related to marketing practices ¢hating variable), if marketing
practices is not associated with market orientadioth they do not mediate the market
orientation and firm performance relationship; hpat the marketing practices are
significantly related to firm performance and figalvhen controlling for the effects
of the marketing practices on firm performance, ¢fffect of market orientation on
firm performance is no longer significant (path ¢Baron and Kenny, 1986).
According to Wu and Zumbo (2007), only path “a” gtindependent variable is
correlated with the mediator) and path “b” (the m&ar affects the dependent
variable) are necessary conditions for establishimgediation effect. A summary of

the analytical models is depicted in Table 3.4.
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Table 3.3: Analytical Models
Objective(s) Hypothesis Analysis method Interpretabn of output of the analytic
method
Objective 1 Hypothesis Regression mode . R? to assess how much of the
Assess the  relationshipThere is a statistically significant Tour firm performance=f (Tour firm markgt  dependent variable’s variation is due o
between market orientationrelationship between market orientation) its relationship with the independent
and performance of tour firmsorientation and performance of tour| Fp,= g+ B, X+ B1,Xo+ f13 Xate, variable.
in Kenya. firms in Kenya. Where: e Toconduct an F test ( Analysis of
FP, is the composite index of tour firm Variance) to assess overall robustness
performance and significance of the simple
a= constant (y intercept) regression model
ﬂ11,,312 andﬂlS:regression coefficients i Conduct t test to determine individual
X,=Customer orientation significance of the relationship
X,=Competitor orientation
X g=Inter -functional coordination
€1= Errorterm (composite of other types of
individual differences not explicitly
identified in the model)
Objective : Hypothesis Regressiormode « R?to assess how much of the
Examine the influence of firm There is a statistically significant | Tour firm performancef( age and size of dependent variable’s variation is due to
characteristics on therelationship between firm the firm) its relationship with the independent
performance of tour firms characteristics and performance FP= o + forXu+ [22Xs + &5 variable.
FP,- composite index of tour firm e Toconduct an F test ( Analysis of
performance Variance) to assess overall robustness
a = constant( y intercept) and significance of the simple
Par... B2z =regression coefficients regression model o
X,=Age of the tour firm e Conduct t test to determine individual
X==Size of the tour firm significance of the relationship
g=-errorterm
Objective 3 Hypothesis 3 Regression analysis « R%to assess how much of the
Assess the influence ofThere is a statistically significant Tour firm performance External dependent variable’s variation is due fo
external  environment oprelationship between external environment) its relationship with the independent
performance of tour firms in environment and performance of tourFp,= ¢ + Pa1 Xao* ParXaat..... Pas Xet+es variable.
Kenya firms in Kenya. Where: e Toconduct an F test ( Analysis of
FP,- Composite index dfrm performance Variance) to assess overall robustness
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a = constantintercept
Pa1...Psg=regression coefficients

Xe= Composite index of five competitive
forces

X7-Market turbulence

Xg.Government policy

€4 €rror term

and significance of the sirre
regression model

Conduct t test to determine individual
significance of the relationship

Objective 4

Establish the relationship
between firm characteristics,
market orientation and
marketing practices of tour
firms in Kenya.

Hypothesis 4

The relationship between market
orientation and marketing practices
significantly moderated by firm
characteristics.

Pearson correlation analysis

Marketing practices =f (Firm characteristi
isand market orientation)

P=f(FC +MO)

Where:

P is the composite score of marketing

practices

FC = age and size of the firm

MO is the composite score of market

orientation

CS

Partial correlation analysis

Objective 5

Establish the moderating
effect of external environmen
on the relationship between
market orientation and
performance of tour firms in
Kenya.

Hypothesis 5

The relationship between market
torientation and firm performance is

significantly moderated by external

environmental factors.

Regression analysis

FPs= o + f4iMO+ BaoF+ fasK. &4
Where:

a =the constant (intercept)

[, Pas =regression coefficients
FPs =composite index of tour firm
performance

MO = composite score of market
orientation

F = composite index of external
Environmental factors

K= interaction term of market orientation
and external environmental factors
€ 4= error term

R? to assess how much of the
dependent variable’s variation is due
its relationship with the independent
variable.

A significant change in adjusted R
upon introduction of the interaction
term K (external environmental factor
confirms a moderating effect of the
term

To conduct F test (Analysis of
Variance) to assess the robustness a
overall significance of the regression
model.

Conduct t- statistics to assess
significance of individual variables

to

nd

Objective 6
Establish the mediating effec
of marketing practices on the
relationship between market
orientation and performance
of firms in Kenya.

Hypothesis 6

t The relationship between market
orientation and firm performance is
significantly mediated by marketing
practices

Regression analysis

Step 1:FPs= o + f5;MO+ &5

Step 2:P=n + ff5;MO+ ¢4

Step 3: FB= o + f71P+¢;

Step 4: FP= o, + fg;MO+ f g P+¢5

R? to assess how much of the
dependent variable’s variation is due
its relationship with the independent
variable.

To conduct F

test (Analysis

[0

=
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Where

o =constant (intercept)

Bs1... Beoare regression coefficients
FP=composite index of tour firm
performance

MO =composite index of market
orientation

P = composite index of marketing practic
€6.... Eg= €ITOr term

Variance) to assess the robustness
overall significance of the regressi
model.

Conduct t- statistics to assess
significance of individual variables

Some form of mediation is supported i

the effect of P remains significant aftj
controlling for MO.

If MO is no longer significant when
is controlled, the findings support fu
mediation.

If MO is still significant (both MO and
P both significantly predict FP) the
findings supports partial mediation

pn

Objective 7

Assess the joint effect of
market orientation, marketing
practices, firm characteristicg
and external environment on
performance of tour firms in
Kenya.

Hypothesis
The joint effect of market orientatior]
marketing practices, firm
characteristics, and external
environmental factors is greater tha
the sum of the effects of individual
variables on performance.

Regression analys
,Fpg: o +ﬁglMO+ ﬁgzp +ﬁg3A + ﬁ94 S+
PosF+ €

Where:

a =(intercept)
L. f os =regression coefficients

FP =composite index of tour firm
performance

MO =composite index of market
orientation

P = composite index of market practices
A =Age of the firm

S=Size of the firm

F= composite index of the external
environmental factors

n

€= error term

R? and R change to assess how muct
of the dependent variable’s variation i
due to its relationship with the
independent variable.

To conduct F test (Analysis of
Variance) to assess the robustness al
overall significance of the regression
model.

Conduct t- statistics to assess
significance of individual variables

[2)

nd
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3.8 Summary

This chapter has described the research methodealdgpted in the current study.
Specifically, the chapter has explained the resegigilosophy, research design,
population of the study, data collection instrunsen¢liability and validity of the data

instruments. The chapter outlined the operatiaatibn of the study variables and
the statistical data techniques which consist @icdptive statistics, correlation and
regression analyses. The analytical models useddditet analysis and hypotheses
testing were also provided. The next chapter ptesdata analysis, findings and
interpretation of the results.
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CHAPTER FOUR
DATA ANALYSIS, FINDINGS AND DISCUSSION OF THE RESUL TS

4.1 Introduction

The overall objective of the study was to examine telationship between market
orientation, marketing practices, firm charactarst external environment and

performance of tour firms in Kenya. The data ukedhis research were collected

from the survey of tour firms registered with Kerssociation of Tour Operators as
at July 2012. A total of 62 questionnaires werametd. However two questionnaires
were incomplete and were therefore not used inati@ysis. The sample response
rate was 60 %. According to Fowler (1984), a respamte of 60% is representative.
This was therefore considered representative safopléurther analysis. This is a

higher response rate than those of similar studieslucted by Blankson and Cheng
(2005), 21 percent, Munyoki (2007) 51 percent areh¥mmed (2011) 31 percent.

4.2 Respondent Characteristics

The respondent’s characteristics included the Isiglevel of education attained and
the length of service in the current position. Tétedy set out to examine the
respondent’s length of service in their currentifgms and the attained highest level
of education. The target respondents for this studgre the Managing
Director/Owner or Marketing/Sales Manager or anlyeotmanager in an equivalent
position. The distribution of respondent’s length service in current firm is

contained in Table 4.1.

Table 4.1: Individual Respondent Length of Service

Years Frequency Percentage (%)
Up to 5 years 21 35.0

6-10 years 24 40.0
11-15 years 9 15.0
16-20 years 1 1.7
Above 20 years 5 8.3
Total 60 100%

Source: Primary Data.
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The results in Table 4.1 reveal that approxima®&y2o of the respondents had been
with the current firm for at least 6 years. Thepmsdent’'s length of service can be
associated with experience and knowledge acquikent tme which can lead to

superior firm performance.

The study had also sought to establish the higlkest of education attained by the
respondents. The highest level of education attiaarel prior experience in business
have been recognized as critical success factorsnhall firms. According to Box,

White and Barr (1993), a positive relationship exisetween high education levels

and firm performance. The relevant data are presentTable 4.2.

Table 4.2: Highest Level of Education

Highest Level of Education Frequency Percentage (%)
Diploma 25 42.0
Bachelors degree 29 48.0
Masters degree 6 10.0
Total 60 100%

Source: Primary Data.

The results in Table 4.2 reveal that the resporsdaad a relatively high level of
gualification with 40% and 48% holding diploma aadbachelors degree certificates
respectively. This implies that the respondentsehidne relevant knowledge in their
areas of operation within the tour firms. The legéleducation has been cited as a
critical success factor in helping firms survivedananage in difficult conditions and

to improve business profitability (Yusuf, 1995).

4.3 Respondent Firm Characteristics

The key firm factors of interest for the study wéhe age of the firm measured in
terms of the number of years the firm has beerparation in Kenya; size of the firm
measured by the number of permanent employees getplay the tour firm; and the
firm ownership structure measured in terms of whethe tour firm is locally owned,
foreign owned or jointly locally and foreign ownéethe age of the firm can increase

its efficiency in that the firm can discover whaid good at and learn to do things
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better. The age of the firm was measured by nurobgears the firm has been in
operation in Kenya which was presumed to repregenfirms’ industry experience.

Table 4.3 presents the results on the age of thditms surveyed.

Table 4.3: Number of Years the Firm has been in Opation

Number of years Frequency Percentage (%)
Up to 5 years 2 3.3

6-10 years 7 11.7
11-15 years 18 30.0
16-20 years 15 25.0

Over 20 years 18 30.0

Total 60 100%

Source: Primary Data.

The results in Table 4.3 show that approximateBo#if the tour firms have been in
operation in Kenya for less than 20 years andytlmer cent have being in operation
for over 20 years. The results imply that mosthef tour firms surveyed are relatively

young.

The size of the firm was measured in terms of thenlver of permanent employees
currently employed by the tour firm. This methddneeasure has been found to be
linked to better business performance with largend having a higher level of
success (McMahon, 2001). The size of the firm m ¢hrrent study is a reflection of
the ability of the firm to cope with changes in #r@vironment and also reflects how it
organizes and copes with its internal processepemtkedure. Table 4.4 presents the

relevant results.
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Table 4.4: Number of Employees Permanently Employed

Number of Employees Frequency Percentage (%)
Up to 10 employees 5 8.3
11-20 employees 30 50.0
21-30 employees 21 35.0
31-40 employees 1 1.7
41-50 employees 3 5.0

Total 60 100%

Source: Primary Data.

The results in Table 4.4 indicate that all the tiiums surveyed have fifty employees
and below. This implies that majority tour firms3(9%) fall under the SME category
as per the GoK (GoK, 2005).

Ownership structure was defined by classifying tinar firms in three categories:
fully Kenyan owned, fully foreign owned and joint§enyan and foreign owned. The

findings on the ownership structure of the firm eoatained in Table 4.5.

Table 4.5: Firms’ Ownership Structure

Ownership Frequency Percentage (%)
Fully Kenyan owned 36 60.0
Fully foreign owned 16 26.7
Joint Kenyan and foreign owned 8 13.3
Total 60 100%

Source: Primary Data.

The results in Table 4.5 indicate that 60% of the firms surveyed are fully Kenyan
owned, 27% are foreign owned and 13% jointly ownElis belies the perception
that most tour firms in Kenya are foreign ownedisT¢ould also be a reflection of the

probable confidence Kenyan entrepreneurs haveeitotrism industry in Kenya.
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4. 4 Reliability and Validity
The study sought to establish the reliability offeatudy variables. Cronbach’s Alpha

coefficient was computed. The pertinent resultssaramarized in Table 4.6

Table 4.6 : Summary of Cronbach’s Alpha Reliability Coefficients

Variable Measures No.of | N Cronbach's
Items Alpha
Coefficient
Market orientation Customer orientation 14 59 .690

Competitor orientation
Inter-functional coordination
Marketing Practices | Product practices 24 59 .667
Price practices

Place practices
Promotion practices
Market research practices
External Five competitive forces 39 59 .664
Environmental Factorqd Market turbulence
Government policy
Firm Performance Customer satisfaction 51 58 .700
Customer retention
Employee satisfaction
Effectiveness
Efficiency

Relevance

Financial Viability

Source: Primary Data.

The results in Table 4.6 suggest that externalrenmiental factors had the lowest
Cronbach’s Alpha coefficients of 0.664 while firmerformance had the highest
(0.700). Different scholars have used differentibach’s Alpha coefficients cut-off

points (Nunnally 1978; Hair et al., 1998). Theasbllity results exceeded the 0.6 level
of acceptability and were therefore consideredibddi for further analysis (Hair et al.,
1998).

The results show that nearly all of the factor esowere above 0.5 the cut-off and
were therefore considered valid for further analy®okhtar, Yusoff and Arshad,
2009). The higher the absolute value of the logdimg more the factor contributes to

the variable. The relevant results are summarizetppendix 1V.
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4.5 Assessment of Market Orientation

The study set out to establish the degree of mamientation amongst tour firms in
Kenya. The research adopted Narver and Slater J192KTOR scale comprising
customer and competitor orientation and inter-fiematl coordination to measure the
tour firm’s level of market orientation. The MAKTORcale has been tested under
different settings and contexts for generalizahilieliability, internal and external
validity and found to be a robust measure (Deshpamd Farley, 1998).

The respondents had been asked to indicate thetegtehich their firms focused on
customer orientation, competitor orientation andermfunctional coordination
statements to represent market orientation. Diffesets of questions anchored on a
five point Likert-type scale ranging from 1=Notatto 5= To a very large were used
to measure the three market orientation sub-cortstrithe extant theory (Narver and
Slater, 1990) suggests that the three behaviorapooents of market orientation are
of equal importance and were therefore measuredae dimension construct. The
tour firm’s aggregate score of market orientatiamswomputed as the simple average
of the mean scores of the customer orientation, petitor orientation and inter-

functional coordination responses.

In addition, standard error of mean (SE) was coeghuStandard error of mean is a
measure of reliability of the study results. leigual to the standard deviation of the
population divided by the square root of the sanspte calculated as: SE= (SD) (of
the population)/square root (n). Standard deviasioows how far the distribution is

from the mean. A small standard error implies thast of the sample means will be
near the center population means thus the sampda im@s a good chance of being
close to the population mean and a good estimdttileopopulation mean. On the

other hand, a large standard error illustratesttteagiven sample mean will be a poor

estimator of the population mean (Harvill, 1991).

4.5.1 Customer Orientation

Customer orientation emphasizes the sufficient tstdading of target customers and
creating superior customer value continually. Atomer orientation also provides a
firm with a better understanding of its customesich then leads to enhanced

customer satisfaction and firm performance.
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The respondents had been asked to indicate thetégtevhich their firms focused on
specific customer orientation statements. To measustomer orientation, a set of

five items was used.he pertinent results are presented in Table 4.7.

Table 4.7: Respondents Scores on Customer Orientati

Mean

Customer Orientation Statements N | Score SE

Our strategies are driven by our beliefs on howcarme
60 4.50 .084
create greater value for our customers

Meeting our customers’ needs is the most important
o ) 60| 4.43 .080
objective of our business

Our strategy for competitive advantage is basedeer
_ 59| 4.34 .089
understanding of our customers' needs

We give close attention to after sales service 60| 4.20 .100

We constantly monitor our level of commitment and
. . 60| 4.13 .093
orientation to customers' needs
Average Score 4.32 .089

Source: Primary Data.

The results in Table 4.7 reveal that mean scoréhiofive statements used to measure
customer orientation was 4.32. The overall meanmesod 4.32 (to a large extent)
shows that the tour firms have a general agreemeatsufficient understanding of
their target customers needs and wants. This ieateg to enable them to create
products and services of superior value therebgticrg greater customer value and
satisfaction. The later is in turn expected to léadsuperior firm performance. In
addition, the results show that the tour firms syad understand the needs and wants
of their target customers as most of their stretegire geared towards creating
superior customer value (mean score=4.50 SE=.08Wnitoring the level of
commitment and orientation to customers’ need dewrthe lowest mean score
(mean score=4.13, SE=.093). The results imply that tour firms surveyed are

customer oriented.
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4.5.2 Competitor Orientation

To be market-oriented, firms must consider theirfgrenance relative to their
competitors by evaluating short and long-term gjtiesy weaknesses, capabilities and
strategies of both their key current and potemtishpetitors (Alhakimi and Baharun,
2009). To determine the level of competitor ori¢iota the respondents were asked to
indicate the extent to which their firm focused their competitor activities and

strategies. Their responses are summarized in Bable

Table 4.8: Respondents Scores on Competitor Oriertian

Mean | SE
Competitor Orientation Statements N | Score
Our staff members regularly share information with
the firm concerning competitors' strategies 60 4.47| .087
We quickly respond to competitors’ actions that
threaten us 59 4.46| .078
The top management team regularly discusses
competitors’ strengths and strategies 60 4.45| .110
We target customers and customer groups where v
have or can develop a competitive advantage 60 4.17| .093
Managers from every functional area regularly iater
with our current and prospective customers 60 4.08| .093
Average Scores 4.33| .092

Source: Primary Data.

The results in Table 4.8 yield an overall mean eaufr4.33. Information gathering
and sharing within the firms’ functional areas nelyjag the competitors’ strategies
had highest mean score (mean score=4.47, SE=.08fis shows that competitor
analysis regarding the current and potential congustis important to the tour firms
for effective marketing strategies and superiorfgrerance. The lowest score was
noted on the low levels of interaction between ngans and their current and

prospective customers (mean score=4.08, SE=.093).
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This suggests that tour firms need to interact whkir current and potential
customers. As a result, the information gatherddassist management come up with
innovative products and services that will meet tieeds of their target customer
target customers and at the same time anticipat@ theeds better than their

competitors.

4.5.3 Inter-Functional Coordination

The study further sought to establish the levet@drdination of staff members and
the utilization of firm resources throughout thenfiin creating superior value for the
target customers. The scale items measured the diowformation throughout the

firm. The pertinent results are presented in Tdbde

Table 4.9: Respondents Scores on Inter-Functionald@rdination
Mean

Inter-functional Coordination Statements N | Score| SE

Our managers understand how everyone in our

business can contribute to creating customer value| 60| 4.45| .090

Our functions are integrated in ways that the meet
needs of target markets 59| 4.39| .084

All our functional departments work hard to

thoroughly and jointly solve customer problems 60| 4.28| .101

We freely communicate information about our

successful customer experiences across all busine
functions 59 4.12| .097
Average Scores 4.31| .093

Source: Primary Data.

The results in Table 4.9 suggest that the respdsdem average indicated high
agreement with aspects of inter-functional coorlamawith an overall mean score of
4.31. The level of staff members’ common understaptbwards creating customer
value scored the highest (mean score=4.45, SE=WBi@ the communication flow

of customer experiences scored the lowest (meareséd 2, SE=.097). The results
show that the management accepts that differectifums must be integrated in a way

that everyone in their respective functional areas contribute to creating value for

74



the customer which in turn leads to improved firerfprmance. This implies that the
tour firms appreciate the relationships betweerinass functions and the value of
customers. As a result, the firms are expectedr¢@mroze and integrate different

functions in order to serve the needs and wanitiseif target customers.

Given the uni-dimensionality of the three composenftmarket orientation, the tour
firm’s market orientation score was computed assih#le average of the scores of
customer orientation, competitor orientation anderfunctional coordination

responses. Table 4.10 presents a summary of |évearket orientation revealed by

the current study.

Table 4.10 : Summary of Market Orientation

Market Orientation Dimensions N Overall SE
Mean Score
Customer orientation 59 4.32 .089
Competitor orientation 59 4.33 .092
Inter-functional coordination 58 4.31 .093
Average Score 4.32 .091

Source: Primary Data.

The results in Table 4.10 show that that the ol/enabn score of market orientation
was 4.32, SE=091). Competitor orientation had igbédst overall mean score of 4.33
followed by customer orientation with an overall anescore of 4.32. The lowest

overall means score was recorded by inter-functicoardination (mean score=4.31).

This implies that tour firms are customer-orientedmpetitor focused and utilize

their firm resources and coordinate their staff rhera in a way that creates superior
value for the customers. The results are consistéht previous studies which had

concluded that market orientation is an effectiva for decision marketing (Langat

et al. 2012; Shin, 2012; Lin, 2011; Narver and&1at990).

4.6 Marketing Practices

To measure the marketing mix practices of the foars, items were adopted from
previous studies (Vorhies and Morgan, 2003; Morgarl. 2009) with minor adjusts

to reflect the Kenyan context. The respondentsiesh asked to indicate the extent
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to which their firms respond to product, price, gga promotion and marketing
research practices. A five-point Likert-type scalaging from 1=not at all to 5=to a
very large extent was used to collect the data. peréinent responses were analyzed

using mean scores and the corresponding standardoéimean.

4.6.1 Product Practices

Firms must design products that meet the needsaamis of their customers. The
respondent firms had been asked to indicate thenext which they respond to
selected new product development decisions. Thinpat results are summarized in
Table 4.11.

Table 4.11: Product Practices

Mean

Description N Score SE
We develop new products to exploit reseg

and development investment 60 4.32| .069
We have ability to develop new products 60 427 .075
We ensure that product development effg

are responsive to customer needs 60 4.18| .094
We successfully launch new products 60 3.78| .107
Average scores 4.14 .086

Source: Primary Data.

The results in Table 4.11 reveal that the averamges used to measure product
practices was 4.14, SE=.086 . The development wf pr@ducts to utilize research
and development investment had the highest score3® SE=.069 and success of
launching of new products with the lowest meaneair3.78 SE=.107. This implies
that the tour firms must design new products tlzat meet the needs and wants of

their target customers.
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4.6.2 Price Practices

Price practices consist of the processes needamhtpetitively price a firm’s product
and monitor prices in the market. The respondeadisieen asked to indicate the
extent to which they respond to various pricingisieas. The pertinent results are
summarized in Table 4.12.

Table 4.12: Price Practices

Mean | SE
Description N | Score
We use pricing skills and systems to respond
quickly to market changes 60| 4.20|.074
We monitor competitors' pricing and price chang{ 60| 4.02|.118
We know our competitors pricing tactics 59| 3.95|.114
We do an effective job of pricing our products 60| 3.88|.098
Average scores 4.01| .101

Source: Primary Data.

From Table 4.12, the results show that the avesagees for price decisions was
4.01 SE=.101 with pricing skills as a way of regfiog to market changes having the
highest mean score (mean score=4.20, SE=.074) lrencftectiveness of product
pricing with the lowest mean score (mean score8;3&=.098). The results suggest
that the tour firms have to be efficient in theficp setting strategies, monitor and
respond to competitor pricing strategies.

4.6.3 Distribution (Place) Practices

Distribution decisions entail making products aabié to customers at the right place
and time. The consumption of the tourism producatighe point of production as
customers move towards the product. The resultsrdd are depicted in Table 4.13.
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Table 4.13: Distribution Practices

Mean

Description N Score SE
We provide high levels of service support to

o 60 4.58 .076
distributors
We add value to our distributors businesses 60 4.48 .073
We have a strong working relationship with

o 59 4.34 .096
distributors
We attract and retain the best distributors 60 4.33 .108
Average scores 4.43 .088

Source: Primary Data.

From Table 4.13, the results show that the avesagees for distribution decisions
were mean score=4.43, SE=.088 with service suppodistributors recording the
highest mean score of 4.58, SE=.076 and attractiod retention of the best
distributors with the lowest scores (mean score3;4SE=.108). The results suggest
that to a large extent the tour firms agree omied to form and manage of channels

of distribution effectively.

4.6.4 Promotion Practices

Promotion entails communicating with the target tomers about the product
offerings. The target customer needs to be madereawh the existence and
availability of the product through promotion appcbes such as advertising,
personal selling, sales promotion, public relatjoimgernet marketing and direct
marketing. The respondents had been asked toteatxtent to which their firm had
implemented selected promotion mix variables. felevant results are presented in
Table 4.14.
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Table 4.14: Promotion Practices

Mean
Description N | Score| SE

Our public relations programmes are well-develop
58| 4.17| .099
and executed

Our internet marketing programmes are well-
60| 4.15| .100
developed and executed

We have good advertising and creative skills 59| 4.14| .074

We provide sales management planning and contt
60| 4.08| .096
systems

Our sales promotions are well-developed and
60| 4.05| .102
executed

We give the sales people training they need to be
. 60| 4.00| .106
effective

We provide effective sales support to the salesefo| 60| 4.00| .095

Our advertising programmes are well developed &
60| 3.98| .110
executed

Average Scores 4.07| .098

Source: Primary Data.

The results in Table 4.14 show that the averageesfmy promotion practices was
4.07. As far as the individual practices are comedy public relations had the highest
score (mean score=4.17, SE=.099) while advertigngrded the lowest score (mean
score=3.98, SE=.110). The results suggest thataimefirms appreciate the use of
integrated marketing communication approaches wt@mmunicating with their

target customers.

4.6.5 Marketing Research Practices

To keep with the changing customer tastes and qgrées, competitive activities and

other changes in the external business environnmeatket-orientated firm need to

gather, analyze and disseminate information tthallfunctional areas of the business
and to implement appropriate marketing strategie#Armed with this vital

information, firms can make informed marketing demms about their current and
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potential customers and competitors and respondhemges in the internal and
external environment. To examine the marketingaesepractices, the respondents
had been asked to mention the extent to which fires respond to the selected

marketing research attributes. The relevant reanétsummarized in Table 4.15.

Table 4.15: Marketing Research Practices

Mean
Description N | Score SE
Our marketing research expertise helps us in dpireio
_ J P P pirg 60| 4.52 077
marketing programmes
We use marketing research information effectively 60| 4.25 .094
Our marketing research skills help us to develop
_ _ 60| 4.23 .079
effective marketing programmes
Our marketing research activities help us to find
60| 4.17 104
customers
Average Scores 4.29 .088

Source: Primary Data.

The results in Table 4.15 indicate that the ovemadlans score for the marketing
research practices was 4.29, SE=.088. The indiVichaaketing research practices
reveal that marketing research is an important dakieg that tour firms consider
when formulating marketing programmes with the bghmean score (mean
score=4.52, SE=.077). The use of marketing resesttities to find new customers
had the lowest mean score (mean score=4.17, SB=10& importance of marketing
research amongst the tour firms is consistent vpitbvious studies that have
underscored the importance of information genemattegarding the needs of
customers, competitors and competitive environmém, dissemination of such
information among firms’ functional areas, devel@mnh and implementation of

strategies in response to such information (Kotdi daworski, 1990).

4.6.6 Summary of Marketing Practices of Tour Firmsin Kenya
Marketing practices are the controllable factoed & firm’s management can alter to
meet the firm’s goals and objectives. They are rad¢hrough which firms translate

marketing planning into practice and can alterren’8 competitive position (Goi,
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2009). Table 4.16 summarizes the descriptive $itatifor marketing practices

revealed in the current study.

Table 4.16: Summary of Descriptive Statistics for Mrketing Practices

Marketing Practices N Overall Mean Score SE
Product 60 4.14 .086
Price 59 4.01 101
Place 59 4.43 .088
Promotion 59 4.07 .098
Marketing research 60 4.29 .088
Average Mean Scores 4.19 .092

Source: Primary Data.

The results in Table 4.16 show that the averagennszmres of the marketing

practices was 4.19, SE=.092. The results revealplhae had the highest mean score
(mean score=4.43, SE=.088) followed by marketingeaech (mean score=4.29,
SE=.089). Price and promotion practices recordedldlvest mean scores of 4.01,
SE=.101 and 4.07, SE=.098 respectively. The resulggest that, to a large extent,
the tour firms acknowledge the importance of theketng practices.

4.7 Attributes of the External Environment

Firms operate in a highly complex and unstable resleenvironment. The external
environment is the same for all firms in the indystet the way managers perceive
and interpret the environment may vary and thisum affects the overall firm

performance. The current study sought to estalishextent to which the selected
external environmental factors directly affect regformance of tour firms and how
the factors may affect the strength and/ or dioectf the market orientation and firm
performance relationship. The external environmdataors are expected to interact
in a complex manner that can strengthen or weakerstrength of the relationship

between market orientation and firm performance.

To assess the selected external environmentalr§&adite sample respondents had
been asked to indicate the extent to which varexternal environmental attributes
affected their firms’ performance. Pecotich’s lef @999) INDUSTRUCT scale was

used to measure the five competitive forces whilegkat turbulence was measured
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using Kohli and Jaworski’'s (1990) competitive eowiment measurement scale. In
addition, government policies were included as mthan external environmental
factors which can strengthen or weaken the markieintation and performance

relationship.

The respondents had been asked to indicate thatettewhich their firms were
affected by selected external environmental factérdive-point Likert-type scale
ranging from 1=not at all to 5=to a very large exteas used. The responses were
analyzed using mean scores and standard error aih n(8E). The tour firms
composite score of external environmental factas somputed as the average of the
mean scores of the five competitive forces (baiggirpower of buyers, threat of
substitute good, bargaining power of sellers, rivaimongst existing firms and threat

of new entrants), market turbulence and governmpeinty.

4.7.1 Five Competitive Industry Forces

Porter's (1980) five competitive forces frameworlosfulates that analysing
competition in the industry relates to both the avébur of existing firms and the
structure of the industry’s environment. This wasasured by 31 items from the
industry structure (INDUSTRUCT) scale originally védoped by Pecotich et al.
(1999) that encompassed Porter's (1980) five coitiygeforces. Taken together, the
five competitive factors explain the perceived dyies of the competitive intensity
of an industry. The key point is the perception amdrpretation of the five forces by

the individual managers. Table 4.17 presents sugofahe relevant results.

Table 4.17: Five Competitive Industry Forces

Industry Forces N Mean Score| SE

The bargaining power of buyers 60 4.40 .085
Competitive rivalry 60 4.36 .096
The bargaining power of suppliers 59 4.28 .105
Threat of entry 59 4.19 .090
Threat of substitute goods 59 4.14 .095
Average Scores 4.27 .094

Source: Primary Data.
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The results in Table 4.17 show the average meare sifothe selected competitive
forces was 4.27, SE =.094. The results imply tliaha five competitive forces are
highly rated as shaping industry competition. Dlaegaining power of buyers (the
extent to which buyers are able to exert influeand affect the general firm well-
being) had the highest mean score (mean score=8E9,085). This suggests that
customer tastes and preferences are constantlygicigarand customers are
continuously in search of innovative products thdt meet their needs and wants.
Powerful customers can capture more value by dyidiown prices, demanding better
quality or more service and playing industry layeft against each other (Porter,
2008).

Following closely was competitive rivalry with a are score of 4.36, SE=.096.
Competitive rivalry refers to the degree to whidmpeting firms jockey for better
positions by implementing different tactics suchpaice competition, advertising,
introduction of new products and improved custorservice. Competitive rivalry
seems to correspond with the competitive concefitermarket orientation discourse
which refers to the degree of competition and cditgreresources, abilities and
actions to differentiate (Jaworski and Kohli, 1998% a result, the customers can
choose among the products and services of compadingfirms who attack each
other on different strategic dimensions. The thadfasubstitute goods (the extent to
which other products and services that are simitarphysical, structural and
functional characteristics and that perform thamesa@eneric function are available to

customers) had the lowest overall mean scoreldf 4.

4.7.2. Market Turbulence

Market turbulence is the degree of instability tleedists in the composition of
customers and their preferences (Jaworski and Kb®83). In a market characterized
by high degrees of turbulence, firms must respamidty to changing preferences of
both current and potential customers since theg tenhave new customers whose
product needs are different from those of currardtamers. Table 4.18 gives a

summary of the pertinent results.
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Table 4.18: Market Turbulence

Mean
Description N | Score| SE

Our customers tend to look for new products/sesvale
. 60| 4.37| .089
the time

Sometimes our customers are price sensitive but on
_ o _ _ 60| 4.27| .085
other occasions price is relatively unimportant

We are witnessing demand for products and services
60| 4.17| .096
from customers who have never bought them before

In our kind of business customers' product/service
_ . _ 59| 3.97| .116
preferences change quite a bit over time

Average scores 4.20| .097

Source: Primary Data.

The results in Table 4.18 reveal that the markeharacterized by a high degree of
market turbulence mean score of 4.20. To surviveuich a business environment,
individual firms must respond quickly to changingstomer needs and preferences
(mean score=4.37, SE=.089) better than competitpdfering products and services
which lead to customer satisfaction. Changes itoousr preferences had the lowest
score (mean score=3.97, SE=.116). These change®nposition of customers

(existing and new) and changes in tastes and prefes can only be discovered
through marketing research which can assist thefilons to adjust their product and

service offering.

4.7.3 Government Policy

The government is a key stakeholder in any indus#gause of its role in defining the
legislative structure that guides and regulatectmaluct of business and a key buyer
and seller of practically all goods and servicdse §overnment also plays a key role
in policy formulation and implementation. The cunrestudy set out to establish the
extent to which government policies and regulatiorfRience the performance of
tour firms as part of the external environment undeich the tour firms operate. The

relevant results are summarized in Table 4.19.
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Table 4.19: Government Policy

Mean

Description N Score | SE

Our firms operations are affected by insecurity 60 4.65 .082

Government monetary decisions and policies affeg
60 443 |.080

the growth of our firm

In our industry, telecommunication infrastructuse i
60 4.38 |.098

key
Average Scores 4.49 .087

Source: Primary Data.

The results in Table 4.19 reveal that the averaganmscore for government policy
and regulation was 4.49, SE=.087. Security concéat the highest mean score
(mean score=4.65, SE=.085) while the lowest meaaresovas related to
telecommunication infrastructure (mean score=4S¥85.087) on a scale of 1 (lowest)
to 5 (highest). The results imply that the toumSrare in agreement that the selected

government policy items affect their performance.

4.7.4 Summary of External Environmental Factors
Firms operate in a dynamic external environmegince firms have no control of the
external environment, they adapt their businessds@arketing strategies to survive.

Table 4.20 contains the summary of selected eXxtemaronmental factors.

Table 4.20: Summary of Individual External Environmental Factors.

Individual external environmental factors N | Mean Sore | SE
Five competitive forces 59 4.27 .0p4
Market turbulence 59 4.20 .097
Government policy 6( 4.49 .087
Average Scores 4,32 .093

Source: Primary Data.

The pertinent results in Table 4.20 show that govemt policy had the highest mean
score (mean score=4.49, SE=.087) followed by thapatitive forces (mean score

=4.27, SE=.094). On the other hand, the findings\stihhat market turbulence had the
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lowest mean score (mean score=4.20, SE=.096).ifipkes that government policy

issues are of the greatest concern to tour firrafgpmance.

4.8 Firm Performance

Firm performance refers to the organization’s sesc@ the market place. Extant
literature indicates that firm performance is a tirdimensional construct consisting
of two broad measures: subjective performance sagkhcustomer satisfaction,
customer loyalty and objective performance meas{liada, 2009). Global measures
such as assessing the managers’ perception of llofiena performance, mostly
through comparisons of firm performance with compapbjectives and/ or

competitors’ performance have been used (Kirca €2@05).

To measure firm performance, each respondent firnthis study was asked to
evaluate the firm’s performance relative to its onagompetitors with respect to the
following seven dimensions: customer satisfactionstomer retention, employee
satisfaction, effectiveness, efficiency, relevaroel financial viability. Responses
were made on a five-point Likert-type scale randimgn 1-not at all to 5=to a very

large extent.

4.8.1 Customer Satisfaction

Customer satisfaction includes measures such asnces expectation of the service
delivery, actual delivery of the customer expere&rend expectations that are either
exceeded or unmet. Positive disconfirmation resuhlien customer expectations are
met and exceeded, while a negative disconfirmatsnlts when customer experience
is poorer than expected (Javalgi, Whipple and Gh@§{©5). Positive customer
outcomes such as customer satisfaction and cust@testion have been linked with
the market-oriented firms. Market-oriented firmse awell-positioned to anticipate
customer needs and wants and offer goods and serthat may satisfy the current
and unmet needs (Slater and Narver, 1994). Custaksfaction represents the
effectiveness of the firm in delivering value t® itarget customers. Table 4.21

summarizes the level of customer satisfaction asepeed by management.
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Table 4.21: Customer Satisfaction

Mean
Description N | Score | SE
We have loyal customers in our firms 60 | 4.53 .096

Our customers are happy with our offerings and génsr 60| 4.53 .093

We generate new customers in our firms on a redpalsis | 60 | 4.03 .079

We hardly receive complaints about our servicerofte 60| 3.95 122

We often receive complimentary phone calls/letéarslils
59| 3.85 | .105
from our customers
Average Scores 4.40 .099

Source: Primary Data.

The results in Table 4.21 show that the averageesdor customer satisfaction was
4.40, SE=.099. For customer satisfaction to be,lpgbmises and expectations must
be met. This implies that customer satisfactioansmportant measure of tour firm’s
performance. As far as the individual responsesaneerned, customer loyalty had
the highest score (mean score=4.53, SE=.096). laysibmers will not only provide
most of the firm’s profits but will cover the lossencurred in dealing with less loyal

customers.

4.8.2 Customer Retention

Market-oriented behaviours can be viewed from impdbcustomer retention. In a
highly competitive business environment, firms ngecdhonitor and improve levels of
customer satisfaction which will lead to custometention since it is less expensive
to keep a customer than to acquire one. Kotlergp@8serts that a market orientation
is likely to lead to greater customer satisfactiord repeat business from existing
customer. The results on the level of customemntite as perceived by management

are presented in Table 4.22.
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Table 4.22: Customer Retention

Mean
Description N | Score| SE

Our customers feel safe in their transactions wiesling

. 60| 4.55| .096
with us

We promptly respond to our customer needs and wanty 58| 4.40| .104

We enjoy more committed customers in our firms 60| 4.37| .095

If a customer uses our services once, they remidimus

60| 4.27| .132
forever

Average Scores 4.40| .107

Source: Primary Data.

The results in Table 4.22 indicate that the ovarahn score for the five statements
used to measure customer retention was 4.40. iBhian indication that the
management of tour firms recognizes the importapiceustomer retention since
reduction in the customer defection rate may afpectormance. This is manifested in
the relationship between the tour firms and the@aruers which recorded the highest
mean score (mean score=4.55, SE=.096) followedrbmpt addressing of customer

needs and wants (mean score=4.40, SE=.095).

4.8.3 Employee Satisfaction

Employee satisfaction is a measure of how happyke&rsrare with their job and

working environment (Sageer, Rafat and Agarwal, 2Z0Employee satisfaction

stimulates a chain of positive actions which leémlsmproved firm performance

(Heskett et al., 1994). Motivated employees witloalork effectively and efficiently

to satisfy customer needs, increased understandfirthhe tasks to be performed,
higher levels of job satisfaction and firm committheTable 4.23 depicts the results

on tour firm’s perception on employee satisfaction.
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Table 4.23: Employee Satisfaction

Mean

Description N | Score| SE

Employees of this firm make personal sacrificestiier
_ . 60 | 4.40 | .112
firm’s well-being

Employees feel their future is intimately linkedtbat of
o 60 | 4.25 | .127
this firm

Employees often go above and beyond the call of wut
_ _ 60 | 4.23 | .110
ensure the well- being of our firm

Generally, employees are proud to work for thisfir 60 | 4.05 | .122

We have lower employee turnover than that of our
_ 59 | 3.36 | .204
competitors

The bond between the firm and its employees ar&kwea | 60 | 2.57 | .222

Our employees have little or no commitment to finma 59 | 2.51 | .230
Average Scores 3.62 | .161

Source: Primary Data.

The results in Table 4.23 reveal that the averagamscore for employee satisfaction
was 3.62. Employee satisfaction is critical to shhecess of any business as firms will
depend on their workforce to deliver on the firparformance. In general, there is
close link between low employee turnover and higst@mer satisfaction (Heskett, et
al., 1994). Employee commitment to the firm had thghest mean score (mean
score=4.40; SE=.112). This suggests that employaalty will drive firm
performance as satisfied employees are willing twkwharder to improve the firm
performance. Employee satisfaction will ultimatédad to low turnover rates and

save the firm time and other resources requiredttact and retain new employees.

4.8.4 Effectiveness of the Firm

Firm effectiveness is the degree to which a firmvesotoward the attainment of its

mission and to realize its goals. The responderte \msked to indicate the extent to
which the firms were effective in terms of ninenite used to measure effectiveness.

The results are portrayed in Table 4.24.
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Table 4.24: Firm Effectiveness

Mean
Description N Score SE
Our products and services are highly rated 59 451 .088
The mission is known and agreed to by staff 56 4.46| .084
We are able to meet all our customers’ needs 57 4.42| .109

The mission statement and other documents prov
) _ 60 437 111
the reason for the existence of the firm

Our firm closely monitors its effectiveness 60 4.07| .128

The firm uses feedback to improve itself 56 4.00| .132

Quantitative and qualitative indicators are used to
o 60 3.92 .107
capture the essence of our mission

The mission is operationalized through our current
o o o 60 3.92| .126
training programmes goals objectives and activitie

A system is in place to assess effectiveness of ou
. 59 3.66| .148
irm

Average Scores 4.15| .114

Source: Primary Data.

The results in Table 4.2dhow that the overall mean score for the nine istatgs
used to measure effectiveness of the tour firms4uvis. Product rating highest mean
score (mean score=4.51, SE=.088) while the assesshérm effectiveness had the
lowest score (mean score=3.66, SE=.146). This nfi@gtaservice delivery to the

target customers.
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4.8.5 Efficiency of the Firm

Efficient firms provide good value for money to tarsers in both quantitative and
gualitative terms. An efficient firm must providexceptional services within an

appropriate cost structure (Lasthaus et al., 1988hle 4.25 summarizes the study
findings.

Table 4.25: Firm Efficiency

Mean

Description N | Score| SE

We make use of our staff members to the best af the
59| 4.61| .094

abilities

We make maximum use of physical facilities 57| 4.51| .101
We monitor timeliness of service delivery 60| 4.40| .107
We make optimal use of financial resources 60| 4.25| .094

Benchmark comparisons are made of the progress
60| 4.05| .087
achieved in our firm

High quality administrative systems are in placsupport
X q. . d i Y P PP 58 3.62| .147
the efficiency of the firm

We monitor employee absenteeism and turnover rates| 60| 3.48| .164

Average scores 4.13| .113

Source: Primary Data.

The results in Table 4.25 show that the averagenraeare for the efficiency measure
was 4.13, SE=.113. Individual responses of theieficy indicators are varied with
the highest score of efficient utilization of stafésources (mean score= 4.61,
SE=.094) and the lowest score on monitoring of eyg® absenteeism and turnover
rates (mean score=3.48, SE=.164). The results stidigat the tour firm, to large
extent, agree on the efficient utilization of resms to support the running of the

firms.
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4.8.6 Relevance of the Firm

Firm relevance is a measure of how well a firm'sssion continues to serve the
purpose of its various stakeholders. Since thereatenvironment under which firms
operate is complex and dynamic, the firms are ptorieeing out of date, irrelevant or
face imminent closure. The results on relevancéheffirm are portrayed in Table
4.26.

Table 4.26: Firm Relevance

Mean
Description N | Score | SE
Our firm monitors its reputation 60 | 4.52 | .097

Our firm carries out stakeholders satisfaction eagular
basi 60 | 4.45 | .096
asis

We monitor changes in partner/stakeholder attitudes 60 | 4.43 | .093

We strongly encourage innovation 50 | 4.31 | .085

We regularly monitor and adapt to the business
_ 58 | 4.17 | .105
environment

Our firm creates or adapts to new technologies 60 | 4.13 | .118

Our products and services reflect changing custoreeds
60 | 4.10 | .118
and wants

Our products and services reflect changing enviemtai
N 60 | 4.10 | .100
conditions

Our firm introduces new products and services @tl 60 3.97 116

In our firm, stakeholder needs assessment are cteaiu
60 3.70 194
regularly
Average Scores 4.19 112

Source: Primary Data.

The results in Table 4.26 reveal that the averaganmscore for the tour firm’s
relevance was 4.19. The managements perceptionmmondputation had the highest
mean score (mean score=4.52, SE=.097). The lowesh rscore was on stakeholder

needs assessment with a mean score of 3.70, SEh84results imply that, to a
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large extent, the tour firms regularly monitor chas in customer requirements and

the external environment to remain relevant.

4.8.7 Financial Viability of the Firm

To survive in a highly competitive environment, tdirms must constantly check
their financial inflow which must be greater thame toutflows, ensure multiple
sources of funding and financial surplus. Posifimancial viability ensures that a
firm continues to perform well both in the shortdatong term. Table 4.27

summarizes the results of financial viability oé ttour firms.

Table 4.27: Financial Viability

Mean
Description N Score| SE
Our profit margins have been increasing over tlese 60| 4.47, .090
We pay our suppliers on time 60| 4.42| .099

Our firm consistently has more revenue than expgense 60| 4.42, .090

Our firm monitors finances on a regular basis 60| 4.37, .092

Our firm keeps a reasonable surplus of money to use
) o ) 59| 4.31| .126
during difficult times

Our assets are greater than liabilities 57| 4.26/ .095
Our staff are among the best paid in this industry 60| 4.23) .102
Our firm diversifies levels of funding sources 60| 4.08, .107
Average scores 4,32 .100

Source: Primary Data.

The results in Table 4.27 reveal that the averag@mscore for financial viability was
4.32. The firm’s profit flows over the years hae thighest score of mean score=4.47,
SE=.090. This may be explained by the increasedtprof the tourism industry. The
diversification of funding sources had the lowesbres of mean score=4.08,
SE=.107. Since most of the tour firms fall undee tBME category, alternative
funding from the financial institutions may be ltetl.
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4.8.8 Summary of Firm Performance
Firms set goals, formulate, implement and monitang and strategies to improve

performance. Table 4.28 summarizes the performarezesures of the tour firms.

Table 4.28: Summary of Individual Measures of FirmPerformance

Firm Performance Indicators N Mean Score SE
Customer satisfaction 59 4.40 .099
Customer retention 59 4.40 107
Employee satisfaction 59 3.62 161
Effectiveness 59 4.15 114
Efficiency 59 4.13 113
Relevance 59 4.19 112
Financial viability 59 4.32 .100
Overall Mean Scores 4.17 115

Source: Primary Data.

The pertinent results in Table 4.28 show overalhmscore for the firm performance
measures was 4.12, SE=.120. Customer satisfactidrcastomer retention had the
highest mean scores of 4.40 each. This implies ti@ttour firms focus on the
changing needs and wants of their target custonigrgloyee satisfaction had the
lowest mean score of 3.62. This may be attributethé number of the permanent

employees employed by the tour firms and that the firms fall under the SME
category.
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4.8.9 Summary of Descriptive Statistics
The results of the descriptive statistics are surized in Table 4.29.

Table 4.29: Summary of Descriptive Statistics

Thematic Area Item Description N | Mean | SE
Score
Market Orientation Customer orientation 59 4.32 .089
Competitor orientation 59| 4.33 .092
Inter-functional 58 | 4.31 .093
coordination
Average score 4.32 .091
Marketing Practices | Product 60| 4.14 .086
Price 59 | 4.01 101
Place 59| 443 .088
Promotion 59| 4.07 .098
Probe 60 | 4.29 .089
Average score 4.19 .092
External Competitive forces 59| 4.27 .094
Environmental Market turbulence 59| 4.20 .097
factors Government policy 60| 4.49 .087
Average score 4.32 .093
Firm Performance Customer satisfaction 59 4.40 .09¢
Customer retention 59 4.40 .107
Employee satisfaction 59 3.62 161
Effectiveness 58| 4.15 114
Efficiency 59 | 4.13 113
Relevance 59| 4.19 112
Financial viability 59 | 4.32 .100
Average scores 4.17 115
Overall Mean Score =4.25, SE=.098

Source: Primary Data.

95



The results in Table 4.29 reveal that the averagamscores for the selected study
variables were 4.24. Market orientation and exteemwironmental factors had the
highest mean score of 4.32 SE=.91 and 4.32 SEzxd&j#ectively. This implies that
the tour firms anticipate and respond to changingtamer needs and wants,
implement robust marketing practices while adaptingchanges in the business
environment to improve their firm performance.

4.9 Correlation Analysis Results

Correlation analysis using Pearson product momentlation coefficient technique
was used to establish the relationship between eharentation, age and size of the
firm, marketing practices, external environmentattbrs and firm performance

indicators. Table 4.30 summarizes the results.

Table 4.30: Correlations Analysis

Variable 1 2 3 4 5 6
1. Market orientation 1

2.Market practices 201 1

Sig.(2-tailed) 170

3.Size of the firm 125 .015 1

Sig.(2-tailed) 382 | .915

4.Age of the firm .236 -.160 | .237 1

Sig.(2-tailed) 095 | .239 | .068

5.External environment | .644* | .291* | -.057 | .184 1
Sig.(2-tailed) 000 | .035 | 672 | 171

6.Firm performance S575%* | 571** | -293 | -.108 |.700** 1
Sig.(2-tailed) .000 | .000 | .067 | .505 .000

** Correlation is significant at the 0.01 level {@i{ed).
* Correlation is significant at the 0.05 level @ted).
Source: Primary Data.

The results in Table 4.30 indicate that the refeiop between market orientation and
the external environmental factors is moderatejtipesand statistically significant
(r=.644, p-value=.000). Similarly, the relationstbptween market orientation and
firm performance is moderate and statistically gigant (r=.575, p-value=.000.
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The relationship between marketing practices amd fierformance is stronger than
that of marketing practices and external environnasn571 is greater than .291. This
implies that marketing practices play a criticderof influencing performance of the

tour firms. The strongest relationship was betwidenexternal environmental factors
and firm performance (r=.700, p-value=.000). Thiggests that in a complex and
dynamic business environment, the tour firms neetbe market oriented so as to

cope with the changes in the environment and aelseperior performance.

4.10 Regression Analysis and Hypotheses Testing

This study was based on the premise that there relagionship between market
orientation and firm performance but this relatlupsis mediated by marketing
practices and moderated by the external environniertddition, the age and size of
the firm directly influence firm performance and deoate the relationship between
market orientation and marketing practices. Tol#ista the statistical significance of
the respective hypotheses, simple and multipleessgon analysis was conducted at
95% confidence level.

4.10.1 Market Orientation and Firm Performance

The first objective of the study was to assdss relationship between market
orientation and performance of tour firms in Kenytarket orientation comprised the
customer orientation, competitor orientation anderifunctional coordination

dimensions. Respondents had been asked to indibateextent to which their

individual firms focused on the market orientatidimensions. Firm performance
measures were composed of customer satisfactioploge® satisfaction, customer
retention, effectiveness, efficiency, relevance famahcial viability indicators relative

to their major competitors. To assess the markéntation and performance

relationship, the following hypothesis was tested.

H1. There is a datistically significant relationship between market

orientation and performance of tour firmsin Kenya.

The relevant results are presented Table 4.31.
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Table 4.31: Regression Results of Market Orientatio and Performance
(a) The Goodness-of-Fit

Std. Error of the
R R Square Adjusted R Square Estimate
575 .330 310 .04353
Source: Primary Data.
(b) The Overall Significance
Sum of Df Mean Significance
Squares Square (p-value)
Regression .031 1 .03116.272 .000
Residual .063 33 .002
Total .093 34
Source: Primary Data.
(c) The Individual Significance
Unstandardized | Standardized Significance
Coefficients Coefficients | value (p-value)
Std.
B Error Beta
(Constant) 456 101 4.499 .000
Market
Orientation 458 114 575 4.034 .000

a. Predictors: Market Orientation

b. Dependent Variable: Firm Performance

Source: Primary Data.

The results in Table 4.31 show that market origmiabad a statistically significant
influence on firm performance. It explained 33% itsf variation (R=.330). The
standardized regression coefficief) (value of the computed (composite index)
scores of market orientation was .575 with a t-tdst.034 and significance level of
p-value=.000. The standardized regression coefiici@as used as it removes the unit

of measurement of the predictor and outcome vagabrhis allowed the researcher
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to compare the relative effect of predictors meaduwn different scales. Previous
scholars have used standardized regression ceeic(Sin et al., 2005; Munyoki,
2007; Kinoti, 2012). The findings lend support teeyious studies that found a
positive relationship between market orientation &inrm performance (Lin, 2011;
Lagat, et al.,, 2012; Ogbonna and Ogwo, 2013). Theothesis that there is a
statistically significant relationship between nmnetrkorientation and tour firm
performance is supported by the current study.régeession equation to estimate the
firm performance of tour firms in Kenya was stagexd
FP=.575MO+;
Where;

FP= Firm Performance

MO=Market Orientation

g,= Error term

4.10.2 Firm Characteristics and Performance

To establish the relationship between firm charéttes and performance, the

relevant hypothesis was formulated as follows:
H2: There is a datistically significant relationship between firm

characteristics and performance of tour firmsin Kenya.

The results obtained are summarized in the TaB2 4.

Table 4.32: Regression Results of Firm Characterigts and Performance

a) The Goodness-of-Fit

Std.
Error of
Adjusted the Change
Model R R? | R Square | Estimate | Statistics
R? F df | df | Sig. F
Change | Change | 1 | 2 | Change
1 .108(a) .012 -.014 .07569 .012 452 1| 38 .505
2 .293(b) .086 .036 .07378 .074 2.994| 1|37 .092

Source: Primary Data.
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b) The Overall Significance

Sum of Mean Significance
Model Squares | Df Square F (p-value)
1 Regression .003 1 .003 452 .505(a)
Residual .218| 38 .006
Total .220| 39
2 Regression .019 2 .009 1.735 .190(b)
Residual 201 37 .005
Total .220| 39

Source: Primary Data.

c¢) The Individual Significance

Unstandardized Standardized Significance
Model Coefficients Coefficients | t-value | (p-value)
B Std. Error Beta
1 (Constant) .878 .036 24511 .000
Age -.001 .002 -.108| -.672 .505
2 (Constant) 914 .041 22.445 .000
Age .000 .002 .014 .080 .936
Size -.003 .002 -.298| -1.730 .092
Predictors: Age of the firm, size of the firm
Dependent Variable: Firm Performance

Source: Primary Data.

The results in Table 4.32 reveal that the age @fitm explains 1% of the variation in
performance while size of firm explains 7%. Whea #ffect of the size of the firm
was added (model 2),’Rmproved to .086 (R\). The change was not statistically
significant. The relationship between the age apel of the firm and performance is
not statistically significant (F=1.735, p-value=0)9This implies that the age and size
of the firm do not influence firm performancecat0.05. This may be attributed to the
size of the tour firms as they are small and medamerprises and the sample size.
The overall results do not support the hypothdsis there is a statistically significant

relationship between firm characteristics and fipenformance.
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4.10.3 External Environmental Factors and Firm Perbrmance

The study had set to assess the relationship betivex external environment and

performance of tour firms in Kenya. The followingpothesis was formulated:

H3: There is a dstatistically significant relationship between external

environmental factors and performance of tour firmsin Kenya

To determine the relationship between the extemmalironmental factors and

performance, a linear regression analysis was aiadu The pertinent results are

summarized in Table 4.33.

Table 4.33: Regression Results of External Environental Factors and
Performance

a)The Goodness-of-Fit

Std. Error of the

R R Square Adjusted R Square Estimate
.700 490 .05553
Source: Primary Data.
b) The Overall Significance
Sum of Mean Significance
Squares Df Square F (p-value)
Regression 107 1 107 34.650 .000
Residual 111 36 .003
Total 218 37

Source: Primary Data.




c) The Individual Significance

Unstandardized Standardized Significance
Coefficients Coefficients t-value (p-value)
Std.

B Error Beta
(Constant) 219 .108 2.020 .051
External
Environmental .720 122 .700 5.886 .000
factors
Predictors: (Constant), External Environmental fadors
Dependent Variable: Firm Performance

Source: Primary Data.
The results in Table 4.33 indicate that the exfeeravironmental factors had a
statistically significant influence on firm perfoamce as they accounted for 49% of
the variation in performance tR490). The overall model reveals a statistically
significant relationship between external environmmeand firm performance
(F=34.650, p-value=.000). The standardized regrassbefficient also show that the
external environmental factors are statisticallgngicant 3=.700, p-value=.000).
This implies that the external environmental fastorfluence performance of tour

firms.

The
environmental factors measured at the industryl leaee a significant impact of firm
performance (Langat et al., 2012; Lin, 2011). Thgpdthesis that there is a

results are consistent with previous studieat tindicate the external

statistically significant relationship between theternal environmental factors and
firm performance of the tour firms surveyed in Kang supported. The following
regression equation can be used to estimate fimonpeance for a given measure of
changes in the external environment:
FP=.700F%;,
Where:

FP=Firm Performance

F=External Environmental Factors

g3= Error term
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4.10.4 Firm Characteristics, Market Orientation and Marketing Practices
The study aimed at assessing the moderating effieérm characteristics on the
relationship between market orientation and manketpractices. To test the
relationship, the following hypothesis was formatit
H4: The relationship between market orientation and marketing practicesis
statistically and significantly moderated by firm characteristics

The results obtained are summarized in Table 4.34.

Table 4.34: Partial Correlation between Market Orientation and Marketing
Practices Controlled For Age and Size of the Firm

Control Correlation between Correlation | Significance(p-
variable coefficient | value) (@=.05,
2 tailed)
Market orientation- 201 170

market practices

Size-marketing practices -.017 910

Size-market orientation 121 413
Size Market orientation- .205 167

marketing practices

Age-marketing practices -.246 .092

Age-market orientation 242 .097
Age Market orientation- 277 .059

marketing practices

Source: Primary Data.

The results in Table 4.34 portray correlation ceefhts that are not statistically
significant. For instance, the relationship betwegarket orientation and marketing
practices is weak and not statistically significabti=.05 (r=201, p-value=.107). In
addition, when controlling for size and age, thdatrenship between market
orientation and marketing practices is very weatt aot statistically significant. The
results do not support the hypothesis that age lfeurof years in operation in Kenya)
and size (number of permanent employees) of the fitoderate the relationship

between market orientation and marketing practices.
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4.10.5 Moderating Effect of the External Environmeatal Factors on Firm
Performance

This study sought to assess the moderating effextternal environmental factors on

the relationship between market orientation andfopeance. To assess the

moderating effect, Hypothesis five was formulatedalows:

H5: The relationship between market orientation and firm performance is

statistically and significantly moderated by the external environmental factors

The moderating effect was computed using the mephoposed by Baron and Kenny
(1986). This involved testing the main effects loé tindependent variable (market
orientation) and moderator variable (external estvinental factors) on the dependent
variable (firm performance) and the interactionwestn market orientation and the
external environment. The significance of the iretegent variable and the moderator
variable is not particularly relevant in determgpirmoderation. Moderation is

assumed to take place if the interaction betweemitharket orientation and external

environment is significant.

To create an interaction term, the market orieotatnd external environmental
measures were first centred and a single item atadiicepresenting the product of the
two measures calculated. The creation of a nevabkriby multiplying the scores of
market orientation and external environmental fiesctorisks creating a
multicollinearity problem. To address the multioedlarity problem, which can affect
the estimation of the regression coefficients Far thain effects, the two factors were
converted to standardized (Z) scores that have meamand standard deviation one.
The two standardized variables (market orientattord external environmental
factors) were then multiplied to create the intecacvariable. This is consistent with
previous studies that have used Z scores whemgegir the moderating effect of
competitive environment on the market orientationd gperformance relationship
(Slater and Narver, 1994; Kumar et al. 1998). Takevant analytical results are

portrayed in Table 4.35.
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Table 4.35: Regression Results of the Moderating fefct
a) The Goodness-of-Fit

Std.
Error of
Adjusted the
Model R R? | R Square | Estimate Change Statistics
R? F df | df | Sig.F
Change | Change | 1 | 2 | Change
1 .627(a) .393 .354 .0424 .393| 10.042] 2|31 .000
2 .650(b)| .422 .364 .0421 .029 1491 1|30 .232
Source: Primary Data.
b) The Overall Significance
Sum of Mean Significance
Model Squares Df Square F (p-value)
1 Regressior .036 2 .018| 10.042 .000
Residual .056 31 .002
Total .092 33
2 Regressior .039 3 .013| 7.298 .001
Residual .053 30 .002
Total .092 33

Source: Primary Data.
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c) The Individual Significance

Unstandardized| Standardized Significance
Model Coefficients Coefficients | t-value (p-value)
Std.
B Error Beta
1 (Constant) .852 .008 109.939 .000
Market
orientation .025 .010 426 2.520 .017
External
environmental | .020 .012 279 1.650 109
factors
2 (Constant) .857 .009 97.972 .000
Market
orientation .021 .010 .368 2.108 .044
External
environmental | .018 .012 .249 1.466 153
factors
Product of
Market
orientation and
external -.009 .007 -.187 -1.221 232
environmental
factors
Model 1. Predictors: (Constant), external environmatal factors, market orientation
Model 2. Predictors: (Constant), external environmatal factors* market orientation
Dependent Variable: Firm performance

Source: Primary Data.

The results in Table 4.35 show that market oriémtaand external environmental
factors explained 39% of the variation in firm merhance (B=.393). Under change
statistics, the results reveal that tecRange increased by 3% from .393 to .422 (R
change=.029) when the interaction variable (marketientation*external
environment) was added. However, the change wasstadistically significant at

a=.05 (p-value=.232). The results show a statidticagnificant relationship between
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market orientation, external environmental factargl the interaction (F=7.298, p-
value=.001).

The results in model 1 Table 4.35(c) show stataific significant regression
coefficients for market orientatior£.368, p-value=.044) indicating that there is a
linear dependence of firm performance on marketndaition. On the other hand, no
statistically significant relationship between theternal environmental factors and
firm performance was detecte@=(249, p-value=.153). Similarly, no statistically
linear relationship of firm performance on the nplitative term of market
orientation and external environmental factors wetected {=-.187, p=.232). This
implies that changes in the external environmeny megatively affect the market
orientation and performance relationship as thection of the relationship is now
negative. From the current research findings, tb#ipte regression equation used to
estimate the moderating effect of external envirental factors on the market
orientation and firm performance relationship a&tetl as follows:
FP=0.368M0O+0.249F-0.187K¢
Where:

FP=Firm Performance

MO=Market Orientation

F=External Environmental Factors

K=Product of Market Orientation and External Enwmeental Factors

es= Error term
The current study findings echo assertion of previstudies that selected external
environmental factors such as market turbulenceRarter’'s five competitive forces
moderate the relationship between market oriemtatamd firm performance
(Mahmoud, 2011; Zebal and Goodwin, 2011; Momral,20The hypothesis that the
external environmental factors moderate market ntaieon and performance

relationship is supported.

4.10.6 The Mediating Effect of Marketing Practicen the Relationship between
Market Orientation and Firm Performance

The study set out to assess the mediating effethefmarketing practices on the

relationship between market orientation and firmrfgrenance. The following

hypothesis was formulated:
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H6: The relationship between market orientation and firm performance is
statistically and significantly mediated by marketing practices
Baron and Kenny's (1986) method was used to tesmfediation. This includes
computation of four regression models. First, fipprformance was regressed on
market orientation and the standardized regressagmificients (beta) examined to
determine the size and direction of the relatiomsimid whether it was statistically
significant. If this relationship is not statistilga significant, there can be no

mediation. The pertinent results are summarizekhinie 4.36.

Table 4.36: Regression Results of Firm Performancan Market Orientation
a) The Goodness-of-Fit

Std. Error of the
R R Square Adjusted R Square Estimate
575 .330 .310 .04353

Source: Primary Data.

b) The Overall Significance

Sum of Mean Significance
Squares Df Square F (p-value)
Regression .031 1 .031 16.272 .000
Residual .063 33 .002
Total .093 34

Source: Primary Data.

c) The Individual Significance

Unstandardized | Standardized Significance
Coefficients Coefficients | t-value p-value.
Std.

B Error Beta
(Constant) .456 101 4.499 .000
Market
Orientation .458 114 575 4.034 .000
Predictors: (Constant), Market Orientation
Dependent Variable: Firm Performance

Source: Primary Data.
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The results in Table 4.36 show that market oriémiagxplains 33 % of the variation
in firm performance (B.330). The results indicate that the overall moel
statistically significant ati=.05. The first step implies that the relationshgtween

market orientation and firm performance is positwvl statistically significant.

In the second step, a regression analysis to asises®lationship between market
orientation and marketing practices was condudiedhis step, market orientation
was treated as the independent variable and magketiactices as the dependent

variable. The results are summarized in Table.4.37

Table 4.37: Regression Results of Marketing Practés on Market Orientation
a) The Goodness-of-Fit

Std. Error of the
R R Square Adjusted R Square Estimate
201 .040 .020 .08813

Source: Primary Data.

b) The Overall Significance

Sum of Df Mean Significance
Squares Square F (p=value)
Regression .015 1 .015 1.941 .170
Residual .357 46 .008
Total 372 47

Source: Primary Data.

c¢) The Individual Significance

Unstandardized | Standardized Significance
Coefficients Coefficients | t-value (p-value)
Std.

B Error Beta
(Constant) .607 .160 3.788 .000
Market
Orientation .254 .182 201 1.393 170
Predictors: (Constant), Market orientation
Dependent Variable: Marketing practices

Source: Primary Data.
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The results in Table 4.37 portray that market dagon explains 4 per cent of the
variation in marketing practices ¥R040). The results of the overall model reveals
that the relationship between market orientatiod ararketing practices is positive
though not statistically significant at.05 (F=1.941, p-value=.170). This means that
market orientation may not predict marketing pgioutcome of the tour firms. The
beta coefficients also indicate that no statisijcaignificant linear relationship

between marketing practices and market orientatias detected3E.201, p=.170).

Finally, a regression analysis was performed aedottas examined for the strength,
direction and significance of the relationship. diep one, firm performance was
regressed on the marketing practices and in step &and firm performance was
regressed on market orientation to assess if tva® a significant change. When
controlling for the effects of the marketing praes on firm performance, the effect
of the market orientation on the firm performantewdd no longer be statistically

significant atu=.05. The relevant results are summarized in T4lH8.

Table 4.38: Regression Results of Firm Performancen Marketing Practices and
Market Orientation

a) The Goodness-of-Fit

Std.
Error of
Adjusted the
Model R R? | R Square | Estimate Change Statistics
R? F df | df | Sig.F
Change | Change | 1 | 2 | Change
1 .554(a) | .307 .286 .04492 307 14.193| 1|32 .001
2 .796(b) | .634 611 .03317 327 27.698| 1|31 .000

Source: Primary Data.
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b) The Overall Significance

Sum of Mean Significance
Model Squares Df Square F p-value
1 Regression .029 1 .029 14.193 .001
Residual .065 32 .002
Total .093 33
2 Regression .059 2 .030 26.867 .000
Residual .034 31 .001
Total .093 33

Source: Primary Data.

c) The Individual Significance

Unstandardized | Standardized Significance
Coefficients Coefficients | t-value p-value
Std.

B Error Beta
(Constant) 173 .095 1.815 .079
Marketing practices .337 .067 .551 5.073 .000
Market Orientation .459 .087 572 5.263 .000
Predictors: Marketing Practices, Market Orientation
Dependent Variable: Firm performance

Source: Primary Data.

The results in Table 4.38 show that marketing jrastexplain 31% of the variation
in firm performance (R=.307). At step 2, market orientation, adds sigantly to
the firm performance as the variation increasethfr807 to .634 (?Qchange:.32b—
value=.000). The results reveal that the varianqdaied by marketing practices is
significant (F=14.193, p-value=.001).

The results revealed that the regression coeftigiéor market orientation reduced
from .575 to .572 when marketing practices wereeddo the regression suggesting
that marketing practices may be exerting a pamigdiating effect. Table 4.39

presents a summary of the mediated regressionsasaly
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Table 4.39: Summary of Mediating Effect of Marketng Practices on the
Relationship between Market Orientation and Firm Peformance

R Significance
Square (p-value)
Analysis R R? change | B

Analysis one:
Firm performance on 575 .330 575 .000

market orientation

Analysis two:
Marketing practices on .201 .040 .201 .170
market orientation

Analysis three:
) .554 .307 .551
Step 1:Firm performance on .000

marketing practices
Step 2: Firm performance on | .796 .634 327 | .572 .000

market orientation

Source: Primary Data.

The results in Table 4.39 reveal that the corefabetween market orientation and
performance was moderate and statistically sigmific at a=.05 (r=.575, p-

value=.000) while that of marketing practices orrketiorientation was weak and not
statistically significant (r=.201, p-value=.170). The mediated relationship is

represented in Figure 4.1.

Figure 4.1: Modified Mediating Effect of Marketing Practices on the

Relationship between Market Oentation and Firm Performance
Part A: Overall Direct Effect

Path c

2_ = -
MO R“=330,$=.5750-0.000 »FP

Source: Primary Data.
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Part B: Path Diagram for Mediation Effect of Maiket Practices

P

Path b
R?=0.307,$=0.501,0=0.000

Patch a
R?=0.040,=0.20
0=0.17(

MO > » FP
Path ¢’ R°=0.307, RA= 0.327,$=0.572,a=0.000

Source: Primary Data.

The results in Figure 4.1 show support the hypashéisat market orientation
influences performance through routes of interntediactors. The pertinent results
show that R increased from .307 to .634 when marketing prastizere included
(.307+.327=.634). The results imply that marketprgctices explain an additional
32.7% of the variation in firm performance. Theules indicate that the effect of
market orientation on firm performance in the fistéép of the analysis (path c’) is
significant at 0.05 significance level. The regressoefficient reduced frorfi=.575

in path “a” top=.572 in path ¢’ and was statistically significaatt 0.05 level of
significance. This indicated partial mediation. Ttsa part of the effect of the market
orientation is mediated by the marketing practicesother parts are either direct or

mediated by other variables not included in the @hod

4.10.7 Joint Effect of Market Orientation, Marketing Practices, Firm
Characteristics and External Environmental factorson Performance

The study sought to determine the joint effect cdrket orientation, marketing

practices, firm characteristics, external environtakfactors on firm performance. To

assess the joint effect, hypothesis seven was tatedias follows:

H7: The joint effect of market orientation, marketing practices, firm
characteristics, external environmental factors is greater than the effects of
individual variables on performance

The relevant results for the joint effect are asmarized in Table 4.40.

113



Table 4.40: Regression Results of the Mediating arddoderating Variables on
Performance

a) The Goodness-of-Fit

Std. Error
Mode Adjusted of the
I R R? | R Square| Estimate
Sig. F
R? F df | df | Change
Change| Change | 1 | 2 | (p-value)
1 .583(a)| .340 .318 .04422|  .340| 15.946| 1| 31|.000
2 .793(b)| .629 .605 .03367| .290| 23.466 1| 30|.000
3 .820(c)| .672 .638 .03224| .042| 3.727| 1| 29|.063
4 .820(d)| .673 .626 .03276] .001 .088| 1|28]|.769
5 .831(e)| .691 .634 .03241| .018| 1.605| 1| 27|.216
Source: Primary Data.
b) The Overall Significance
Sum of Df Significance
Model Squares Mean Square F (p-value)
1 Regression .031 1 .031| 15.946 .000(a)
Residual .061 31 .002
Total .092 32
2 Regression .058 2 .029| 25.484 .000(b)
Residual .034 30 .001
Total .092 32
3 Regression .062 3 .021| 19.776 .000(c)
Residual .030 29 .001
Total .092 32
4 Regression .062 4 .015| 14.387 .000(d)
Residual .030 28 .001
Total .092 32
5 Regression .063 5 .013| 12.079 .000(e)
Residual .028 27 .001
Total .092 32
Source: Primary Data.
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¢) The Individual Significance

Unstandardized | Standardized Significance
Model Coefficients Coefficients | t-value (p-value)
Std.
B Error Beta
1 (Constant) 449 .104 4.335 .000
Market orientation 465 116 .583| 3.993 .000
2 (Constant) 175 .097 1.804 .081
Market orientation .460 .089 577 5.190 .000
Marketing practices 334 .069 .538| 4.844 .000
3 (Constant) .090 .103 .876 .388
Market orientation .351 .102 440| 3.446 .002
Marketing practices .326 .066 .526| 4.937 .000
Eﬁ](\t/?rrg‘r?#]em et 212 110 247| 1.931 063
4 (Constant) .098|  .108 908 372
Market orientation 359  .107 451 3.351 .002
Marketing practices| 319 071 515 4.509 .000
External
environmental .207 112 242 1.843 .076
factors
Age of organization .000 .001 -.035| -.296 .769
5 (Constant) 119 .108 1.100 .281
Market orientation .322 110 404 2.921 .007
Marketing practices .319 .070 .515| 4.556 .000
External
environmental .238 114 277 2.088 .046
factors
Age of organization .001 .001 .053 .389 .701
Size of organization| -.001 .001 -.161| -1.267 .216
Predictors: Market orientation Marketing practices, external environmental factors, age
of firm , size of firm
Dependent Variable: Firm Performance

Source: Primary Data.

The results in Table 4.40 reveal that the joineetffof market orientation, marketing
practices, external environmental factors, agessal explain 69% of the variation in

firm performance (R=.691). The results show that 63% of the variationfirm
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performance may be explained by market orientafi@h =.340) and marketing

practices (R=.290). The results show that the joint effect e study variables are
statistically significant (F=12.079, p-value=.000his implies that the study variables
jointly predict firm performance. The regressioreffiwients reveal that marketing
practices had the largest contribution to firm perfance [§=.555, t-value=4.556, p-

value=.000). On the other hand, the size of thm trad the lowest contribution to
firm performancef{=-.161, t-value=1.267, p-value=.216).

The regression model that used to estimate toum feerformance taking into
consideration the joint effect of its market ormign, marketing practices, firm
characteristics and external environmental fadgssated as follows:
FP=.404MO+.515P+.277F+.053A-0.16k5+
Where;

FP=Firm Performance

MO=Market Orientation

P=Marketing Practices

F=External Environmental Factors

e = Error term
The hypothesis that there the joint effect of tharket orientation, marketing
practices, firm characteristics, external environtak factors is greater than the
effects of individual variables on performance uported. An overall summary of
the research objectives, hypotheses and resulta fie statistical analyses are

presented in Table 4.41.
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Table 4.41: Summary of Research Objectives, Hypotses and Conclusions

environment on
the relationship
between
market
orientation and
performance of
tour firms in
Kenya

firm
performance is
significantly
moderated by the
external
environmental
factors

Obijective Hypotheses R R Levels of Conclusion
Significance
(p-value)

Assess the Hi. Thereis a 575 .330 | .000 Hwas
relationship statistically supported
between significant
market relationship
orientation and| between market
performance of| orientation and
tour firms in performance of
Kenya tour firms in

Kenya
Examine the H,: Thereis a H, was not
influence of statistically supported
firm significant Age=.108| .012
characteristics | relationship .190
on the between firm Size=.293| .074
performance of| characteristics
tour firms in and performance
Kenya of tour firms in

Kenya.
Assess the Hs: Thereis a .650 422 | .001 FHwas
influence of statistically supported
external significant
environment on relationship
performance of| between externa
tour firms in environment and
Kenya performance of

tour firms in

Kenya.
Establish  the H,: The Age=.277 .059
relationship relationship H,; was not
between firm| between market supported
characteristics,| orientation and | Size=.205 167
market marketing
orientation and practices is
marketing significantly
practices of moderated by
tour firms in| firm
Kenya characteristics
Establish the | Hs: The .650 422 | .001 Hwas
moderating relationship supported
effect of between market
external orientation and
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6. Assess the He: The .796 .634 | .000 KHwas

mediating relationship supported
effect of between market
marketing orientation and

practices on the firm
relationship performance is
between significantly
market mediated by
orientation and| marketing
performance of| practices

tour firms in
Kenya.

7. Establish the | H;: The joint .831 .691 | .000 Hwas
joint effect of | effect of market supported
market orientation,
orientation, marketing
marketing practices, firm

practices, firm | characteristics,
characteristics | external

and external environmental
environment on factors is
performance of| significantly
tour firms in greater than the
Kenya. effects of
individual
variables on
performance

Source: Primary Data

The results in Table 4.41 show statistically sigaift positive relationships between
market orientation and firm performance, externaimnmental factors and firm
performance. The results revealed that the externaironmental factors moderate
the relationship between market orientation andn fiperformance. Marketing
practices revealed a partial mediating effect oa thlationship between market
orientation and firm performance. As predicted, dtiyeses K Hs, Hs, Hs and H

were supported.

The results for relationship between firm charasties (age and size of the firm) on
performance and the moderating effect between rmarkentation and marketing
practices were not statistically significant as diceed. However, the results for

hypotheses K Hs, and K were not statistically significant amere not supported.
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4.11 Discussion

This section discusses the results in line with dbgectives and the conceptual
hypotheses of the studyhe researcher developed a conceptual framewoikeder
from the existing market orientation literature amdpirically tested the relationships.
The conceptual model outlined the relationship leetwthe variables and described
how the variables are linked to the different hjyeses.

4.11.1 The Relationship between Market Orientatiomnd Firm Performance

The study established a positive and significaratienship between market
orientation and performance of the tour firms syeekin Kenya. This suggested that
for tour firms to achieve superior performance outes, they need to operate on
customer-led approaches, monitor the competitateggies and strengthen their inter-
functional integration. The degree of market omionh of the tour firms was
measured by the culturally-based perspective oketasrientation as suggested by
Narver and Slater (1990) consisting of three corepts1 customer orientation,
competitor orientation and inter-functional coomtion. The study used subjective
performance measures as it was concerned with glaionship between market
orientation and firm performance measures such @omer satisfaction and
retention, employee satisfaction, firm effectivenesfficiency, relevance and
financial viability. This approach is consistent tlwi previous scholars’
recommendation that researchers consider usingdiug perceptual measures of
firm performance since they have been found to lveliable means of measuring

performance (Pitt, et al., 1996).

The results are consistent with previous studied tuggested that there market-
orientation leads to superior firm performance @éarand Slater, 1990; Kohli and
Jaworski, 1990; Lin, 2011; Langat et al., 2012; @gia and Ogwo, 2013). This
relationship is based on the assumption that mamkented firms are better equipped
to satisfy customer needs and preferences, anegukstly perform better than firms

that are not market-orientated (Day, 1994).

4.11.2 The Relationship between Firm Characteristeeand Performance
In the current study, firm characteristics comitiee age and size of the tour firms.

The size of the tour firm was measured in termsthef number of employees
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permanently employed by the tour firm. The agehef tirms was measured by the
number of years in operation in Kenya. The relaiop between the age and size of
the firm was not statistically significant. Thegagive coefficient of the size of the
firm suggested a weak relationship between the aizkfirm performance. This can
be attributed to size of the population under stddye weak relationship may also be
attributed to the nature of the tour firms as tesuits showed that most of the tour

firms fall under the SME category.

The relationship between the age of the firm meabilny number of years the firm
has been in operation and performance was notfisimi. The results revealed that
approximately 70% of the tour firms surveyed haeerbin operation in Kenya for
less than 20 years. The results of the currentysame not consistent with previous
studies which suggested that the age of the firrasoed by the number of years the

firm has been in operation may influence its bussractivities (Zahra, et al., 2000).

4.11.3 The Relationship between External Environmeal Factors and Firm
Performance

Firms exist within a business environment congistoi other players and actors

outside the control of the firm. The external eomiment presents opportunities and

poses threats that may affect performance. Toeirfirms must anticipate, plan and

respond to these changes for superior performance.

The results of the study showed a positive andsstatlly significant relationship
between external environmental factors and firmfquerance. The results are
consistent with previous studies which revealedt ttree external environment
influences firm performance. Capon et al., (19900 revealed that environmental
factors have a significant influence on firm penfi@ance. Similarly, (Irungu, 2007)
established that the operating environment hasa@stitally significant and direct

effect on performance.

4.11.4 The Moderating Effect of Firm Characteristic on Market Orientation
and Marketing Practices relationship
The study did not establish any significant relaslnip between the firm

characteristics, market orientation and marketirarfices. The resource based view
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of the firm suggests that firm characteristics actdor the differences in resources,
motivation, decision-making and decision-assessmédrney, 1991). These
characteristics may include the size and age offitine market orientation and
marketing practices a firm may implement. In therent study, marketing practices
included the product, price, place and promotioth mrarketing research decisions as

firm controllable parameters that may influencestoner buying behavior.

The results showed that the degree of moderatifiegtedf firm characteristics on the
market orientation and marketing practices varieanfone variable to another. For
instance, while controlling for firm size, the calation between market orientation
and marketing practices was positive and not szl significant. This suggests
that the size of the tour firms surveyed did ndlugnce the market orientation and

the marketing practices that a particular tour fimray adopt and implement.

4.11.5 The Moderating effect of External Environmetal Factors on the
Relationship between Market Orientatiorand Firm Performance

The external environmental factors revealed a naithey effect on the relationship

between market orientation and firm performancethes moderating strength and

direction was reduced when the interaction ternmafket orientation and external

environmental factors was introduced.

Kohli and Jaworski, (1990) proposed a frameworkt teavironmental factors
moderate the market orientation and firm perforneartationship. The results of this
study provide support for the general propositidnttee moderating role of the
external environment (Kirca et al., 2005; MomraR12). Appiah-Adu (1998) study
revealed that the market orientation and firm penfnce relationship is moderated
by the firm environment. Pulendran et al., (2000)dg revealed that market
turbulence, competitive turbulence and competitiiensity moderated the market
orientation and performance relationship. In suppgéumar et al., (1998) confirmed
competitor hostility measured by market turbulerm® moderating the market

orientation and performance relationship.
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4.11.6 The Mediating Effect of Marketing Practiceon the Market Orientation
and Firm Performance Relationship

The study established that the selected marketiagtipes partially mediate the
relationship between market orientation and firnmfggenance. The study revealed
that the mediating effect of market orientationfom performance was positive and
statistically significant. Previous studies shovattimarket orientation is likely to

affect firm performance through routes of internagelifactors (Han et al., 1998; Kirca
et al., 2005). For instance, market orientatioroenages firms to be more innovative,

which consequently improves firm performance (Agdret al., 2003).

Firms in the service industry may develop new oprioved products, create new
distribution channels and discover new approaclesnanagement (Slater and
Narver, 1995). These innovations are related toketeng strategies and they are
largely concerned with the marketing mix variabl&se results of this study are
consistent with previous studies that indicated tharket orientation links to firm
performance indirectly (Ellis, 2005; Maydeu-Olivarand Lado, 2003; Agarwal et al.,
2003; Shin, 2012).

4.11.7 Joint Effect of Market Orientation, Firm Characteristics, Marketing
Practices and External Environmental Faatrs on Firm Performance
The study found the joint effect of market oriem|af marketing practices, firm
characteristics, external environmental factorsfiom performance is greater than
that of the individual variables. The study fouhdttthe predictors had varied effects
on firm performance. For instance, the effect ofrkaf orientation on firm
performance which showed a positive regression ficteit and statistically
significant relationship in hypothesis 1 was nowexpectedly not statistically
significant though positive.

The individual effect of marketing practices omfiperformance is an indication that
marketing practices are a relatively strong predictf performance. The results are
consistent with previous studies that suggest idit@esh to market orientation,
marketing practices influence firm performance i&ll2005). The relationship

between the external environmental factors and fierformance was positive and
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statistically significant. This suggests that withanges in the business environment,

firms must be market-oriented to cope with the gesnn the external environment.

4.12 Chapter Summary
The chapter presented the results of the key stadiyables. The hypotheses tests

were computed in line with the objectives. The hssevealed statistically significant
results at 0.05 significance level between markeéntation and performance,
external environmental factors and performance, ntoglerating effect of external
environmental factors on the market orientation padormance relation and partial
mediating effect of the marketing practices on te&ationship between market
orientation and firm performance. The results toe effect of firm characteristics
(age and size of the firm) on performance and tregliating effect of the firm

characteristics on the market orientation and nmargggoractices were not statistically
significant. The chapter also presented the disonss the results consistent with the

theoretical and the empirical studies
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

The purpose of this study was to examine the oelatiip between market orientation,
marketing practices, firm characteristics, the ek environmental factors and
performance of tour firms in Kenya. This chapteoyides a summary of the major
findings of the study, discussion on theory andcfice and conclusions. It also
highlights the limitations of the study and outBngroposed areas of future research.
The first objective sought to assess the relatipnbbtween market orientation and
performance of tour firms in Kenya. The second tasxamine the influence of firm
characteristics on the performance of tour firm&énya. The third objective sought
to assess the influence of external environmentperiormance of tour firms in
Kenya. The focus of the fourth objective was taabksh the relationship between
firm characteristics, market orientation and marigetpractices of tour firms in
Kenya. The fifth objective sought to establish tmederating effect of external
environment on the relationship between marketntaigon and performance of tour
firms in Kenya. The sixth objective aimed at assgsghe mediating effect of
marketing practices on the relationship betweerketasrientation and performance
of tour firms in Kenya and finally, the seventh ettjve sought to establish the joint
effect of market orientation, marketing practicéan characteristics and external

environment on performance of tour firms in Kenya.

5.2 Summary of the findings

The study established that the tour firms survdgéidinder the category of small and
medium enterprises. The study measured the sizheofour firms in terms of the
number of permanent employees. Approximately, 70%® tour firms have been in
operation for less than twenty years and were filgnyan owned. The results
demonstrated that the tour firms, though younglema growth potential. SMEs have
been defined and appreciated as economic drivar®mlyg in Kenya but globally.
Specifically, SMEs in Kenya have been identified aa€atalyst for the country’s
economic growth as they make major contribution®ragployment generation and

poverty eradication (GoK, 2005).
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The study established significant correlations agntime study variables. Market
orientation measured in terms of customer oriematcompetitor orientation and
inter-functional coordination and firm performaneere positively and significantly

correlated. This showed that there is a relatign&lsitween market orientation and
firm performance of tour firms surveyed in Kenyaurther, the marketing practices
were positively correlated with firm performancehi§ suggests that the tour firms
aggressively implement marketing practices as they a key contributor to firm

performance.

The selected external environmental factors meashy Porter’s (1980) competitive
forces, government policy and Kohli and Jaworskil®90) market turbulence
indicated the highest correlation coefficient witim performance. This demonstrated
that the tour firms should consider and adapt te dhanges in the external
environment when making key strategic marketingisgdess as this can influence
firm performance. The results demonstrated thatrtheketing practices measured as
the execution tools used to implement market osigont influence tour firm
performance. The mediating effect of the marketip@ctices on the market
orientation and firm performance relationship wastiglly supported. The mediating
effect was tested as there a significant direcb@aton between market orientation
and firm performance. The study shows that there wasignificant relationship
between market orientation and firm performancee Tésults suggested that the
marketing practices may play a complementary rolénfluencing the relationship

between market orientation and firm performance.

The descriptive statistics revealed that distrioutand marketing research practices
had the highest mean scores. Due to the uniquadeaistics of the tourism product,
tour firms should implement marketing strategiesl &actics that will attract their
target customers as the customers tend to moverdevihe point of distribution.
Through marketing research, tour firms can keegadirof the changing customer
needs and develop new products and services tamest the needs and wants of
their current and potential customers and adaptchanges in the external
environment. The study suggested that the toursfimeed to be innovative in new

product development, marketing communication angricing strategies.
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The assessment of the external environmental faat@s at two levels; the direct
effect of the external environmental factors omfperformance and the moderating
effect of the external environmental factors on tharket orientation and firm
performance. The results showed a positive andstitally significant relationship
between the external environmental factors and fperformance. The results
suggested that the tour firms need to monitor alapbto the external environment as
changes offer opportunities and at the same tinse poreats which can affect the
overall performance. Tour firms must focus on tRegenous market factors such as
industry competition, changes in the compositiorcuwtomers, changes in customer
tastes and preferences and government policy facidre results demonstrated that
the external environmental factors affect the gfierand direction of the market
orientation and performance relationship. By imggiicn, under conditions of changes
in the competitive environment, market turbulennd government policies, the need
for Kenyan tour firms to be more market-orienteddrees a key consideration as it
provides a means for the tour firms to focus oiviiets that lead to the development
of quality goods and services, enhanced customisfeszion, loyalty and retention,
employee satisfaction, firm efficiency, effectiveserelevance and financial viability.

This leads to competitive advantage and superiar fierformance.

The results of the marketing practices as a medjatariable revealed a positive and
significant relationship between market orientateomd performance path “c” and
marketing practices and performance path “b”. Havevhe relationship between
market orientation, marketing practices was nonificant (path “a”). According to
Baron and Kenny (1986), the dependent variable Ketaorientation) must be
statistically and significantly related to the negdig variable for a full mediation to
take place although this is rare. In this studyrk@agorientation was not a significant
predictor of marketing practices. The absence afgaificant relationship may be
attributed to the small population size. Regardhmg joint effect of the independent,
mediating and moderating variables on firm perfarog the results confirmed that
the combined effect was stronger than the indiMidetiect on performance.
Marketing practices had the highest contributiollofeed by market orientation and
external environmental factors. The age and siz¢heftour firm has the lowest

contribution to firm performance.
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5.3 Conclusions
The study examined the relationship between madketntation measured by

customer orientation, competitor orientation an@rmfunction coordination and firm
performance (customer satisfaction, customer ne@ntemployee satisfaction,
effectiveness, efficiency, relevance and finaneiability) of tour firms in Kenya.
The positive relationship revealed in the studygested that the tour firms in Kenya
are market-oriented. As a result, the tour firmesiara position to respond to changes

in consumer tastes and preferences continuously.

Today’s consumers are highly knowledgeable and dding. For the tour firms to
succeed in the competitive environment, they havieet responsive to the needs and
wants of their target customers better than congsti This call for firms to be
customer-focused, competitor-oriented and utilatof the firms’ scarce resources
efficiently. The results suggest that market da&on is an important strategy for

small and medium sized enterprises.

The study examined the moderating effect of the agd size of the firm, external
environmental factors. The results show that theayl size of the tour firms did not
influence the performance of the tour firms surekireKenya. Specifically, the effect
of the age of the firm on performance, though pasivas not statistically significant
while the effect of the size on the firm performaneas negative and not statistically
significant. Regarding the moderating effect ofrficharacteristics (age and size of
the firm) on market orientation and marketing piesg, the relationship was not
statistically significant. This suggests that agel aize of the tour firms do not
influence the market orientation and marketing ficas that firm undertakes.

The results showed that the external environmdatdbrs predict firm performance
of tour firms surveyed in Kenya. The results imphat in a dynamic business
environment, the tour firms have to continuouslgars¢he external environmental
factors. This is affirmed by previous scholars whposit that in a dynamic
environment, firms have to be market-oriented (011). Regarding the moderating
role of the external environmental factors, therattion effect of market orientation
and external environmental factors showed that gtiength of the relationship

between market orientation and performance relalignwas reduced. This implies a
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moderating effect on the relationship between markéentation and firm

performance of the tour firms surveyed in Kenya.

Regarding the joint effect of market orientation,arketing practices, firm

characteristics and the external environmentabfaabn firm performance, the results
were positive and statistically significant. Tlisggests that the influence of market
orientation, firm characteristics, marketing prees and external environmental

factors on firm performance is stronger than tligvidual effect of each variable.

The conceptual model in Figure 2.1 hypothesized there is a statistically
significant relationship between market orientatonl firm performance and that this
relationship is moderated by external environmerftadtors and mediated by
marketing practices. In addition, there is a diaa#ly significant relationship
between firm characteristics and performance, eateenvironmental factors and
performance and that firm characteristics modetta¢erelationship between market
orientation and marketing practices. Finally, tbeng effect of market orientation,
marketing practices, firm characteristics and ewkrenvironmental factors are
greater than their individual effect on firm perf@nce. Based on the results and
conclusion of the study, the results are presentedhe modified conceptual

framework in Figure 5.1.
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Figure 5.1 Modified Conceptual Framework

Independent Variable

Tour Firm Market
Orientation

e Customer Orientation
» Competitor Orientation

¢ Inter-functional
coordination

Moderating Variable

External Environmental Factors
* Five competitive forces

* Market turbulence
¢ Government policy

H5: R?=.393; RA=.029;
p=-.187 p-value=.001;sig

A 4

J

H3: R?=.490 ; p=.700;
p-value=.000; sic

v Dependent Variable

H7: R?=.691, p-
value=.000; sit

Intervening Variable

Firm Characteristics

« Age
* Size

H4=

R=.277 (age),
.205 (size)
P-value:
.059(age)
.167(size): n

Marketing Practices
Product decisions
Price decisions
Place decisions
Promotion decisions

Marketing research decisions

H6=R?= .307; RA=.327;p=.572;

p-value=.000; sig

Tour Firm Performance

e Customer
satisfaction

« Employee
satisfaction

e Customer retention

» Effectiveness

« Efficiency

* Relevance

« Financial viability

H2: R?=.012; RA=.074; p-value=.190$=.014( (age); -.298(size); ns

H1:R?=.330; p=.575; p-value=.000; Sig

Source: Researcher, 2013

Sig=significant ;ns= not significant=.05
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The results in Figure 5.1 indicate that five hygsts regarding the relationship
between market orientation and performance (Hlgraal environmental factors and
performance (H3), the moderating effect of exter@avironmental factors on the
market orientation and firm performance relatiopshnd the mediating effect of
marketing practices on the market orientation aedgpmance relationship were
statistically significant at 0.05 significance |léamd were therefore supported. In the
hypothesis regarding the joint effect of the indegent, intervening and moderation
on firm performance was greater than the individfdct was statistically significant
and was supported. Conversely, the hypothesestlibatelationship between firm
characteristics and firm performance (H2) and thedemating effect of firm
characteristics on the market orientation and marffepractices relationship (H4)

were not statistically significant and thus not soped.

5.4 Implications of the Research Findings

The current research examined the relationship dmtwmarket orientation, the
external environment, firm characteristics and fpperformance. The mediating role
of the marketing practices and the moderating obléhe external environment and
firm characteristics were also explored. The stuelsults present theoretical and

policy implications.

5.4.1 Theoretical Implications

The findings provide support for the hypothesizackal relationship that market

orientation influences firm performance consistefith the general view in extant

literature (Kohli and Jaworski, 1990; Narver anct&t, 1990; Kirca et al., 2005).

Previous studies have proposed that external emmiental factors might moderate
the market orientation and performance link (Kadotid Jawoski, 1990; Han et al.,
1998; Kumar et al., 1998). Slater and Narver (B)9duggests that the market
orientation is important for all firms regardlesk the state of their environment.

While market orientation appears to affect firmfpemance in different contexts, it is

also evident that the amount of the effect vartea great extent among the different
contexts (Ellis, 2006; Kirca et al., 2005).

In this study, additional environmental factors &emcluded to enrich the

investigation of the external environmental factofhile some of the factors from
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the Industrial Organizational theory (Pecotich dt, d4999) and competitive
environment literature (Kohli and Jaworski, 199@®rev previously hypothesized and
empirically tested in previous market orientatiomdées, the current study integrated

the different environmental factors with markeeotation and marketing practices.

The extant literature suggests that market oriemtats likely to predict firm
performance through routes of intermediate factoesining that a successful market
orientation can create superior marketing actisitigoroduct, price, place, and
promotion and marketing research decisions) whichturn result in superior

performance outcomes (Slater and Narver 1994b;dtah, 1998).

The findings of the current study imply that markgt practices complement the
effects of market orientation on firm performantée empirical evidence presented
in this study indicated that there is a relatiopdhetween a firm’s performance and
market orientation, marketing practices, firm clotgdastics and external
environmental factors. These findings could contebto a renewed research interest
for market orientation and its significance in sugefirm performance and further
development at the conceptual and theoretical |eVeé study results add to the
existing market orientation and performance bodykmdwledge both theoretically

and empirically testing the hypotheses in the Kaerg@ntext.

5.4.2 Policy Implications

The economic importance of the tourism industrjKenya especially in delivering

the vision 2030 agenda and the market orientatioth® tour firms being a key

delivery partner of the tourism product is of gré@#erest to policy-makers whose
major objective is to stimulate the growth of tlerism sector in the country. With
tourism having been identified as a one of therjtyiccsectors under the economic
pillar in the Vision 2030, there is need for govesnt interventions as the country

endeavors to a globally competitive and prospecoustry.

From the current study, it is evident that the ma#ilg practices have a direct and
positive effect on performance tour firms surveyedenya. The policy-makers in

the tourism industry may support the tour firmsdifering marketing management
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skills and capabilities to ensure superior serdekvery to the target customers. This
can be done in conjunction with other key playerghe tourism industry such as the
airlines, hotels and travel agents. Policy-maken cconsider the unigue
characteristics of the tourism product by offersugpport in terms of policies that may
augment the growth of the tourism sector in genanal tour firms and other tourism

stakeholders in particular.

5.4.3 Practitioners

Market orientation has been recognized as key tm fsuccess and superior
performance (Narver and Slater, 1990; Kohli andaiakt, 1990). The findings of the

study indicate that market orientation is robusibsas industry and country context
boundaries. The findings provide a strong indicatibat firms that are market

orientation influences firm performance measureddbgensions such as customer
satisfaction, employee satisfaction, customer te&ten effectiveness efficiency,

relevance and financial viability. However, the manin which firms implement

market orientation remains equivocal. The studyviokes support that marketing
practices facilitate the conversion of market-aeginphilosophy into superior firm

performance. In this regard, Managers can conséigueevelop a firm culture that

supports behaviours that are consistent with maskientation and use the market

orientation construct to develop relevant and ¢iffeanarketing activities.

Previous studies indicate that market orientatias been found to be more effective
in influencing firm performance, contingent on #hdernal environmental factors that
the firm operates in (Slater and Narver, 1994aewise, the findings of the current
study show that firms that are able to adapt angldment market orientation
contingent on the external environmental conditi@me able to exploit the full
potential of market orientation and achieve supdim@ancial performance. However,
the external environment of any firms comprisestaumers, competitors and other
exogenous factors that the firm has no control. [&vBbme firms will operate in
relative stable environments, others deal with dyicaenvironmental turbulence.
Regardless of the dynamic environment, firms depend selling products to
customers an indication that no firm is likely tangve without being market

oriented. Hence firms need to assess and adapatwes in the external and internal
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environment when evaluating the market orientatieeds. The study demonstrates
that different market orientation components irterawith diverse external
environmental factors, marketing practices and ficharacteristics in facilitating

superior firm performance.

In an era of intensified competition and changinarketing landscape, the external
environmental factors underscore a firm’s strategicision. For firms to be effective
and efficient, they must analyze the industry dyitanso as to position themselves
strategically. The findings of the current studp\pde important pointers to firms’
executives in terms of developing a better undedstey of the environmental

dynamics and in terms of managing the firms foresigp performance.

5.5 Limitations of the Study

This study has provided further insight into therkea orientation and performance
relationship literature albeit with limitations.r6i, the selection of the study variables
is not exhaustive. Specifically, the conceptuaimatof market orientation may be
somewhat limited and it is arguable that market¢mation may consist of more than
customer orientation, competitor orientation antériunctional coordination and the
development and implementation of a market-oriesteategy. This means that other
additional factors could provide further insight nket orientation and performance
relationship. The factors included in the curreohaeptual framework may not
provide a complete image of the firms’ marketingqtices, firm characteristics, and

external environmental factors and performance oreas

Second, the study used subjective performancelpnbsking the respondents to rate
the performance of their firms relative to thattteéir closest competitor over the last
three years. Majority of the tour firms in Kenya @amall and medium enterprises and
as a result might find it difficult to provide thedbjective financial measures as they
are not required by law to publish their finandiesults. Third, the study used key
informants from tour firms which put constraints te generazability of the results
to other firms and other country contexts. The dansglection may also limit the

generalization of results to the overall populatidhe narrow and specific focus of
this study means the results are limited to toumgionly which may not translate to

other industry and national contexts.
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Fourth, the study used a cross-sectional reseasigriwhereby the respondents were
interviewed only once to assess their perspectofeshe variables under study.
Although a cross-sectional data enable generadizaif the findings while offering
cost and control advantages, it prevents closestigagion of several aspects of the
relationships in this study. The development oinzetseries database and testing of
the market orientation performance relationshi@ ifongitudinal framework should

provide more insight into probable causation.

Finally, the results of this study were collectesthg single a key-informant approach
which limits the ability to access information. Thesponse was based on self-
reported data comprising the perceptions of thpaedent, as opposed to absolute
values. In addition, although the choices of eaststjion adopted were from previous
studies, all possible alternatives might not hagerbconsidered. The findings of a
survey based on other sources of information arduge of absolute data could

provide additional findings.

5.6 Suggestions for Further Research

The findings add to the existing conceptual and igog evidence that market
orientation influences firm performance. In additidthe findings add to the existing
conceptual and empirical evidence that this retatip is moderated by other
extraneous variables such as the external envimtahéactors and the mediating
effect of the marketing practices on the markeertdtion and firm performance
relationship. The inclusion of additional factoxs wovered in this study could bring
more insights into the market orientation and fperformance studies. The factors
used to measure the study variables, namely; marlattation (customer orientation,
competitor orientation and inter-functional oridiga) marketing practices (product,
price, place, promotion and probe), firm charast@$ and performance are not
exhaustive. While the moderating role of the enwimental factors included was
derived from industrial organization literaturee thactors may not provide a complete

image of a firm’s environment.

A further review of both marketing and strategic nagement literature would
identify additional factors that contribute to tlw®ncept of market orientation,

environmental factor framework and marketing p@gi variables. The additional
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factors could enhance the robustness of the stunlyel® and generalizabilty and
validity of the results. Future research shoul® @snsider testing market orientation
as a configuration concept among the diverse mamkentation perspectives and how
they differ in forms of market orientation that edt firm performance instead of

using a single integrated scale.

Future studies on market orientation on tour finms any type of firms or
organisations should use both subjective and abgeoheasures of performance so
that the relationship between the two can be imyatstd. Balakrishnan (1996)
contends that there is a strong relationship betvgebjective and objective measures
of firm performance; however, this relationship ma$ been tested in the context of
the tour firms in Kenya. It may be useful for fugwstudies to develop constructs that

combine both subjective and objective performaneasures.

The replication of this study in other sectorshaf tourism industry such as hotels and
travel agencies, other firms in the service indystine manufacturing sector, non-
profit making organizations, government ministridepartments and agencies or a
combination of the industries and organisationsgiga a more detailed view of the
nature of the relationship identified in the stuttywould be appropriate to study the
relationship between market orientation and peréoroe of the different tour firm
categories. The replication of this study in otleeuntries especially in the Sub-
Saharan region would demonstrate the universatity significance of the market
orientation and performance relationship in genana on the performance of service

firms in particular.

The current study used a cross-sectional rese@asigrdwhere data were collected at
a single point in time. The shortcoming of crosstiemal research design is that it
does not detect causal effects of variables. Me@agwonstructs that are dynamic in
nature cannot be correctly assessed in a crossisglcstudy. A longitudinal study
would provide a better assessment of how organizatbecome market-oriented over
time, and how market-oriented culture affects penénce indicators. A longitudinal
testing of market orientation would also be impottan terms of arriving at causal

linkages instead of relationship testing estabtisinecross-sectional design. The self-
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reported and the single-informant approach suffergotential for mono-method bias
which may affect the survey responses (Gatignonareteb, 1997; Greenley, 1995).
With only one respondent from each firm, especidipse of the self-reported
performance variables, triangulating the respoissesmplex. Future research should
consider combining multiple internal informants lwitiews of other informants such
as suppliers, customers, distributors and othem fstakeholders to generate
dependable conclusions of the study variables.llfinexamining the relationship
between market orientation and other strategicnessi orientations, marketing and
competitive strategies would contribute to a beftederstanding of the determinants

of firm performance.
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APPENDICES

Appendix I: Introductory Letter

UNIVERSITY OF NAIROBI

P.O. Box 30197 — 00100
NAIROBI

TO: WHOM IT MAY CONCERN

Dear Sir/Madam,

RE: MARKET ORIENTATION, MARKETING PRACTICES, FIRM
CHARACTERISTICS, EXTERNAL ENVIRONMENT AND
PERFORMANCE OF TOUR FIRMS IN KENYA

| am a Doctor of Philosophy (Ph.D) candidate at theversity of Nairobi, in the
School of Business, Department of Business Adnmratisin. As part of the
requirement for the award of the degree, | am egoet undertake a research study
and | am seeking for your participation.

The basic premise of the market orientation conaaptsists of identifying key

customers and their needs and wants, creating added in order to meet the needs
of these customers better than the competitionaamieving the above goals via a
close intra-functional coordination. The purpose tbé study is to assess the
relationship between market orientation and peréoroe of tour firms and to

establish the influence of marketing practicesmficharacteristics and external
environment on performance of tour firms .

The attached questionnaire will take approximat®henty minutes to complete.
Kindly answer all the questions as completely assjide. The research results will be
used for academic purposes only and will be treatéid utmost confidentiality. Only
summary results will be made public. Only firm whiave access to these records.
Should you require the summary of study findingsdly indicate so at the end of the
questionnaire. Your co-operation will be appredate

Yours faithfully,
Njeru Gacugu Winnie

Ph.D Candidate
Email: wininjeru@gmail.com
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Appendix Il: Questionnaire
This questionnaire is designed to collect data foategory A to D members who are

registered with Kenya Association of Tour Operatditsis academic research is part
of the effort to contribute to the study of markeentation and firm performance of

tour firms in Kenya. If you have reservations abaustatement, please circle the
response that most clearly approximates your fgeliine data and research findings

provided will be used for academic purposes onlg aill be treated with strict

confidence.
Thank you.
PART I: RESPONDENT AND FIRM PROFILE
1. Please indicate the position you hold in the comipan
2. How long have you been in this position?
Up to 5 years [1] 6-10years [ ] 1l1-15years| ]
16-20 years [] abowey2ars [ ]
3. Please indicate with @) your highest level of education?
O level [] A level [ 1 Certificate []
Diploma [] Bachelors Degree ] [ Masters Degree [ ]

Ph.D/Doctorate [ ]

4. What is the ownership status of your firm?
Fully Kenyan owned [ ] Fully foreign owned [ ]
Joint Kenyan and foreign owned [ ]

5. How many years has your business been in operatikanya?
Up to 5 years [ ] 6-10years [ ]11-15 years] ]
16-20 years [1 Over20years] [

6. How many employees are currently permanently engalog your firm?
Up to 10 employees [ ] 11-20 employees [2]L-30 employees
31-40 employees [ 1 41-50 employeds Pver 50 employees

——
et
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7.

PART II: TOUR FIRM MARKET ORIENTATION
Please indicate with a tick/Y the extent to which your firm focuses on the

following:
a) Customer orientation

Description

Not at all

TOo &
small
extent

To g
modera
e extent

To a larg
extent

To
very
large
extent

Q)

We constantly monitor our level of
commitment and orientation to
meeting customers’ needs.

Our strategy for competitive advant
is based on clear understanding of
customers’ needs.

our

Meeting of our customers’ needs is
most important objective of our
business.

Our strategies are driven by our bel
on how we can create greater value
our customers.

We give close attentiolo afte-sales
service.

b) Competitor orientation

Description

Not at all

To ¢
small
extent

To a
modera
e extent

To a larg
extent

To a
very
large
extent

Our staff members regularly she
information within the firm concernir
competitors’ strategies.

We quickly respond to competitc
actions that threaten us.

The top management teeregularly
discusses competitors strengths ar
strategies.

d

We target customers and custor
groups where we have developed g
can develop a competitive advantag

=

je.

Managers from every functial arei
regularly interact with our current ar
prospective customers.

nd
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c) Inter-functional coordination
Description Not at all|To a Toa Toa To a very
small moderate |large large
extent |extent extent |extent

i. We freely communicate
information about our
successful and
unsuccessful customer
experiences across all
business functions.

il. Our functions are
integrated in ways they
meet the needs of our
target markets.

iii. Our managers understa
how everyone in our
business can contribute
to creating customer
value.

iv. All functional
departments work hard fo
thoroughly and jointly
solve customer problems.

PART I MARKETING PRACTICES

8. Please indicate with a tick/( the extent to which your firm responds to the
following marketing practices:
a) Product practices

Description and characteristidot at [To a Toa To a large(To a very
all small moderate |extent large extent

extent |extent

i. We have the ability to
develop new products

il. We develop new
products to exploit
research and
development (RandD
investment

iii. We successfully laun
new products

iv. We ensure that produ
development efforts
are responsive to
customer needs
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b) Pricing practices

Description

Not at [To a

all small

extent

To a
moderate

extent

To a larg

extent

To a very

large extent

We use pricing skills an
systems to respond quick
to market changes

y

We know our competitor
pricing tactics

We do an effective job ¢
pricing our products

We monitor cometitors’

prices and price changes

c) Distribution (place) practices

Description

Not ajTo a
all small

extent

To a
moderate

extent

To a
large
extent

To avery

large exten

We have a strong working
relationship with our
distributors

We attract and retain the best

distributors

We add value to our
distributors businesses

We provide high levels of
service support to our
distributors

d) Promotion practices

Description

all

Not ajToa

small

extent

To a
moderate

extent

To a large

extent

To a very
large extent

Our advertising programs
are well developed and
executed

We have good advertising
and creative skills

Our sales promotions are
well developed and
executed

We give the sales people
the training they need to |
effective
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We provide effective sale
support to the sales force

Vi.

We provide sale
management planning an
control systems

d

Vii.

Our public relation:
programs well developed
and executed

Viii.

Our internet marketin
programs are well
developed and executed

e) Marketing Research practices

Description

Not at
all

To a
small

extent

To a
moderate

extent

To a large
extent

To a very

large extent

Our marketing researc
abilities helps us to find
customers

Our marketing researc
skills helps us to develop
effective marketing
programs

We use our marketin
research information
effectively

Our marketing research
expertise help us to develq
marketing programs

PART IV:
9.

EXTERNAL ENVIRONMENT

Please indicate with a tick/Y the extent to your firm is affected by the
following external environmental factors:

a) Threat of entry

Description

Not
all

a

To a
small
extent

To a
moderate
extent

To a large
extent

To a very larg
extent

In our industry, new

competitors have to enter at

a highly visible large scale
and risk strong reaction frg
existing tour firms

Established tour firms in our

industry have substantial
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resources which may be u:
to prevent the entry of new
competitors

New tour firmsmust spend
large amount of capital on
risky and unrecoverable uf
front advertising and/or for
research and development
(RandD)

Retaliation by established
tour firms towards new

entrants into our industry is
and has been strong

New entrants into our
industry have to spend
heavily to build their brand
names and to overcome
existing brand loyalties

Vi,

New firms entering ou

industry as small scale firms

must accept a considerablg
cost disadvantage

D

Vii.

Large capital and/c
financial resources are
required for entry into our
industry

b) The bargaining power of buyers

Description

Not at
all

To a
small
extent

To a
moderate
extent

To a
large
extent

To a very larg
extent

In our industry, buyers or buyer

groups are very powerful

The buyers of our industry's

products are in a position to

demand concessions

iii. There is a small number of buy
who form a large proportion of

our industry’s sales
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c¢) Threat of substitute goods/service

Description Not at
all

To a
small
extent

To a
moderate
extent

Toa
large
extent

To a
very
large
extent

In our industry, there is considerable
pressure from substitute products

All firms in our industry are aware of the
strong competition from substitutes

The availability of substitute products
limits the potential returns in our industry

Substitute products limit the profitability
of this industry

The needs which our industry's products
satisfy may be easily satisfied by
products/services from many other
sources

Vi,

The products of the industrg iwhich we
compete have intrinsic characteristics
from which it is difficult to find
substitutes

d) The bargaining power of suppliers

Description Not at
all

To a
small
extent

To a
moderate
extent

To a
large
extent

Toa
very
large
extent

The suppliers product quality can affect
the final quality in this industries produc¢

—

The suppliers product is an important
input into our product

The suppliers of product in our industry
can easily raise their prices or threaten|to
reduce the quality of their product

In our industry, supplier or supplier
groups are very powerful

The suppliers of our industry's products
can and do demand and gain concessipns.

Vi.

There exist a small number of suppliers
who contribute to a large proportion adr
industry’s inputs
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e) The intensity of Rivalry

Description

Not at all

Toa
small
extent

To a
moderate
extent

To a
large
extent

Toa
very
large
extent

Firms in our industry compete intense
to hold/or increase their market share

There is a diversity of competitors in 0
industry (i.e. competitors may be diver
in strategies, origins, personality and
relationships to their parent companig

ur
Se

s)

In our industry, competitive moves fro
one firm have noticeable effects on ot
competing firms and thus incite
retaliation and counter moves

m
ner

In our industry, advertising battles occ
frequently and are highly intense

In our industry, price competition is
highly intense (i.e. price cuts are quic
and easily matched)

[

y

Vi,

Price cutting is a common competitive
action in our industry

vii.

In our industry, competition is describe
with terms such as “warlike”, “bitter”, o
“cut-throat”

2d

=

viii.

In our industry, firms have the resourc
for vigorous and sustained competitive
action and for retaliation against
competitors

In our industry, foreign firms play ¢
important role in industry competition

f) Market Turbulence

Description

Not at all

To a
small
extent

To a
moderate
extent

To a
large
extent

Toa
very
large
extent

In our kind ¢ business, customer
product preferences change quite a bit
over time

Our customers tend to look for n¢
products/services all the time

We are witnessing demands for prodt
and services from customers who hav
never bought them before

D

Sometimes our customers are pi
sensitive, but on other occasions , pric

e is

relatively unimportant
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g) Government policies

Description No

t at all

To a
small
extent

To a
moderate
extent

To a
large
extent

To a
very
large
extent

Our firm’s operations are affected by the
transport infrastructure ( e.g. roads, a
travel, rail)

=

In our firm, telecommunication
infrastructure is key

Government monetary decisions and
policies affects the growth of our firm

iv.  Our firm’s operations are affected by
insecurity
PART V: TOUR FIRM PERFORMANCE
10.  Over the last three years relative to your closestpetitor, indicate how your
firm has performed with respect to the followingfpemance outcomes. (Tick
as appropriate).
a) Customer Satisfaction
Description NotafToa (Toa Toa |[Toavery
all small |moderate |large |large
extent |extent extent |extent
)] We have more loyal customers in our firm
i)  We often receive compliments
phone calls/ letters/emails from our
customers
iii)  We hardy receive complaints about o
service offering
iv)  We generate new customers in our firm ¢
regular basis
v)  Our customers are happy with our offeril
and charges
b) Employee satisfaction
Description Not afToa ([Toa Toa |[Toavery
all small |moderate |large |large
extent |extent extent |extent

i) Employees of this firm make persol

sacrifices if it were important for the firm’s
well being

i) The bonds between the firm and

employees are weak

iii) Generally, employees are proud to v for

this firm

iv) Our employees have little or no commitm

to this firm
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v) Employees feel as though their future

intimately linked to that of this firm

vi) Employees often go above and beyond the

of duty to ensure the well being of our firn

-

vii) We have lower employee turnover than-

of our competitors

c) Customer retention

Description

Not at
all

To a
small
extent

To a
moderate
extent

To a
large
extent

To a very
large
extent

We don’t have repeat customers in our

We promptly respond to our customer nee

ds

Our customers feel safe in their transacti
when dealing with us

We enjoy more committed customers in
firm

d) Effectiveness

Description

Not af
all

To a
small
extent

To a
moderate
extent

To a
large
extent

To a very
large
extent

The mission statement, and other docume
provide the reason for the existence of the

nts
firm

The mission is operationalized through our
current training program goals, objectives,
activities.

Quantitative and qualitative indicators are
used to capture the essence of our missior

L

A system is in place to assess effectivenes
our firm

s of

Our firm closely monitors its effectiveness

D

The firm uses feedback to improve itself

Vi)

Our products and services are highly rated

viii)

We are able to meet all our customer need

S

The mission is known and agreed to by sta

\ff
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e) Efficiency

Description

Not at all

To a
small
extent

To a
moderate
extent

To a
large
extent

To a
very
large
extent

We make best use of our staff members to

the best of their abilities

We make maximum use of physical
facilities ( buildings, equipment, etc)

We make optima use of financial
resources

We monitor employee absenteeism and

turnover rates

We monitor timeliness of service delivery

High-quality administrative systems are
place (financial, human resources,
program, strategy, etc) to support the
efficiency of the firm

Vi)

Benchmark comparisons are made of The

progress achieved in our firm

f) Relevance

Description

Not at all

Toa
small
extent

To a
moderate
extent

To a
large
extent

To a
very
large
extent

Our firm carries out stakeholder
satisfaction (customers, hotels, airlines,
etc) on a regular basis

Our firm introduces new products and
services regularly

We monitor changes in partner /
stakeholders attitudes

Our firm monitors its reputation

The firm creates or adapts to n
technologies

Vi,

We regularly monitor and adapt to 1
business environment

Vii.

Our products and services refl
changing customer needs and wants

viii.

Stakeholder needs assessment:
conducted regularly

We strongly encourage innovat

Our products and services reflect
changing environmental conditions
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g) Financial Viability

Description

Not at all

To a
small
extent

To a
moderate
extent

To a
large
extent

To a
very
large
extent

Our firm monitors finances on a
regular basis

Our assets are greater than
liabilities

Our firm keeps a reasonable
surplus of money to use during
difficult times

Our firm consistently has more
revenue than expenses

Our profit margins have been
increasing over the years

Vi.

Our firm diversifies levels of
funding sources

Vii.

Our firm rarely gets short/long
term loans from financial
institutions

viii.

Our staff are among the best pa
in this industry

We pay our suppliers on time

Thank you for your time and cooperation
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Appendix IlI: List of Tour Firm: Category A TO D

Tour Firm

Category

Abercrombie and Kent Ltd

African Horizons Travel and Safaris Ltd

African Quest Safaris Ltd

African Safari Diani Adventures — Msa

Balloon Safaris Ltd

Bush and Beyond Ltd

Cheli and Peacock Ltd

Discover Kenya Safaris Ltd

O O|NO|OHAWIN|PF

Dodoworld (K) Ltd

[EE
o

Enchanting Africa LTD

[EEN
[ERN

Express Travel Group

[EE
N

Gamewatchers Safaris Ltd

[EE
w

Guerba (K) Ltd

[E
N

HTT Holidays and Incentives Ltd

[EEN
a1

Jade Sea Journeys Ltd

[EE
(o2}

Kobo Safaris Ltd

[EE
\‘

Liberty Africa Safaris

[EEN
o]

Maniago Safaris Ltd

[EEN
©

Mini Cabs Tours and Safaris

N
o

Origins Safaris

N
[

Pollman's Tours and Safaris Ltd-Msa

N
N

Private Safaris (EA) Ltd

N
w

Rhino Safaris Ltd

N
D

Somak Travel Ltd

N
6}

Southern Cross Safaris (Mombasa)Ltd

N
(o))

Southern Cross Safaris Limited

N
~

Transworld Safaris (K) Ltd

N
[e0)

Twiga Car Hire and Tours Ltd

N
O

Vintage Africa Ltd

w
o

Wild Trek Safaris Ltd

w
=

Wildlife Safari (K) Ltd

w
N

Big Five Tours and Safaris Ltd

w
w

Intra Safaris Ltd-Msa

w
N

Kenya Wildlife Trails Ltd

(O8]
(63}

Luca Safari Ltd.

w
(o2}

Muthaiga Travel Ltd

w
~

Robin Hurt Safaris Ltd

w
(o]

Southern Sky Safaris

w
(o]

Sunworld Safaris Ltd

N
o

Africa Expeditions Ltd

LN
[aiy

African Latitude (Kenya) Ltd
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42

African Road Safaris

43

Charleston Travel Ltd

44

Dallago Tours and Safaris

ololo

45

Eastern and Southern Safaris

46

Gametrackers (K) Ltd

47

Jamii Tours and Travel Ltd

48

Ker and Downey Safaris Ltd

49

Ketty Tours Travel and Safaris Ltd

50

Kimbla Mantana (K) Ltd

51

Linderberg Holidays and Safaris

52

Nature Expeditions Africa

0/6°nlo]ol0

53

Real Africa LTD

54

Sayari Afrika Ltd

55

Shoor Travels and Tours

56

Silver Africa Tours and Safaris Ltd.

57

Suntrek Tours and Travel Ltd

58

Travel Affairs Ltd

59

Tusker Safaris Ltd

60

Acacia Holidays Ltd

61

Afriqueen Adventure Ltd.

62

Air Travel and Related Services Ltd

63

All Seasons Safaris and Tours

64

Allamanda Safaris

65

Apollo Tours and Travel

66

Archers Tours and Travel Ltd.

67

BCD Travel

68

Bill Winter Safaris

69

Chameleon Tours

70

Chronicle Tours and Travel

71

Crown Tours and Car Hire Ltd.

72

Destination (K) Ltd

73

Diwaka Tours and Travel Ltd

74

East Africa Safari Ventures Ltd

75

Eyes on Africa Adventure Safaris Ltd

76

Fredlink Company Ltd-Msa

77

Grant and Cameron Safaris Ltd

78

Hirola Tours and Safaris

79

Holiday Bazaar Ltd

80

IntoAfrica Eco-Travel Ltd

81

Jambo Travel House Limited

82

Kenia Tours and Safaris

83

Kibo Slopes and Safaris Ltd

84

Kuldips Touring Company-Msa

85

Let's Go Travel
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86 | Market Service Station Ltd D
87 | On Safari (K) Ltd D
88 | Ostrich Holidays Adventures D
89 | Rickshaw Travels (Kenya) Ltd D
90 | Safaris In Style D
91 | Safaris Unlimited (Africa) Ltd D
92 | Special Lofty Safaris-Msa D
93 | Star Travel and Tours Ltd D
94 | Tobs Kenya Golf Safaris D
95 | Tour Africa Safaris D
96 | Travel Creations Ltd D
97 | Travel 'n Style Ltd D
98 | Tropical Breaks D
99 | Tropical Ice Ltd D
100 | Uniglobe Northline Travel Ltd D
101 | Venture Africa Safaris and Travel D
102 | Westminster Safaris Ltd D
103 | Woni Safaris Ltd D
104 | Zoar Tours and Safaris D

Source : http://www.katokenya.ormgownloaded in July 2012
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Appendix IV: Supplementary Statistical Analysis
Table Al: Factor analysis for market orientation

Componer

Market Orientation 1 2 3 4

We quickly respond to competitors actions that
749
threaten u

Meeting our customers’ needs is the most import

objective of our busine 729

We target customers and customer groups wher

have or can develop a competitive advar 642

Our staff members regularly share information

within the firm concerning competitors' strategies 598

The top management team regularly discusses

competitors strengths and strategies 548

We constantly monitor our level of commitment a

orientation to customers' needs 818

Our strategy for competitive advantage is based

clear understanding of our customers' needs 661

We freely communicate information about our
successful customer experiences across all busin .652
functions

Our managers understand how everyone in our

business can contribute to creating customer valy 511

Our functional areas are integrated in ways thadtn

needs of target markets 759

Our strategies are driven by our beliefs on how w

595
can create greater value for our customers

Managers from every functional area regularly

interact with our current and prospective custome 837

All functional departments work hard to thorough

and jointly solve customer problems 634

We give close attention to after sales service 612

Extraction Method: Principal Component Analysi®otation Method: Varimax with Kaiser
Normalization. Rotation converged in 11 iterations.
Source: Primary Data
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Table A2: Factor analysis for marketing practices

Component

Marketing Practices 1 2 3 4 5 6 7

We do an effective job of pricing our 763
products )

We monitor competitors' pricing and pri

changes 693

Our internet marketing programs are we

developed and executed 652

Our marketing research activities help u

to find customers .690

We provide sales management planning

and control systems -390

We have ability to develop new product .626

We develop new products to exploit
: 724
research and development investment

We use pricing skills and systems to

respond quickly to market changes 740

We have good advertising and creative

skills 708

We ensure that product development

efforts are responsive to customer need 596

Our sales promotions are well develope

and execute -509

We give salespeople training they need

be effectiv 877

We provide effective sales support to th

.664
sales forc

Our advertising programs are well

developed and executed 494

Our public relations programs are well

developed and executed 821

Our marketing research skills help us to

develop effective marketing programs 644

We provide high level of service suppor

to distributors 757

We launch new products successfully .593

We know our competitors’ pricing tactic .520

We use our marketing research

information effectively 822

Our marketing research expertise helps
. .715
to develop marketing programs

We attract and train the best distributors .853

We add value to our distributors
. .749
businesses

We have a strong working relationship

with distributors .393

Source: Primary Data
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Table A3: Factor analysis for external environmentéafactors

Component

External Environmental Factors

1

6 7

8

10

11

12

Firms in our industry compete intensely to hold or
increase their market share

.853

There is diversity of competitors in our industry
(diverse in strategy, origins, personalities and
relationships to their parent companies)

.702

There exists a small number of suppliers who
contribute to a large proportion of our industigisuts

.647

Products of the industry in which we compete havy
intrinsic characteristics from which it is diffidub
find substitutes

.639

Price cutting is a common competitive action in our
industry

.593

Firms are aware of the strong competition from
substitutes

483

Competition is described with terms such as warlik
bitter or cutthroat

482

New competitors have to enter industry at a highly
visible large scale and risk strong reaction from
existing tour operators

74

Our firms operations are affected by the transport
infrastructure

.769

Established tour operators have substantial ressur
which may be used to prevent the entry of new
competitors

.596

Sometimes our customers are price sensitive but o
other occasions price is relatively unimportant

.656

Price competition is highly intense (i.e. pricescate

quickly and easily matched)

.769
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Suppliers product/service quality can affect timalffi

quality in this industries product/service 616
Foreign firms play an important role in industry 572
completiot '

Government monetary decisions and policies affec 694

the growth of our firr

Our customers tend to look for new products all the

time .839
We are witnessing demand for products from

.642
customers who have never bought them b
In our kind of business customers' product prefegs 503

change quite a bit over time

In our industry supplier or supplier groups areyver

772
powerfu
In our industry, telecommunication infrastructuse i 612
key )
Our firms operations are affected by insecurity 611
Suppliers in our industry's products can and do 599

demand and gain concessions

New operators must spend a large amount of capit

on risky and unrecoverable upfront advertising and .660
for research and development

Firms have the resources for vigorous and sustaing

competitive action and for retaliation against .819

competitor

Competitive moves from one firm have noticeable

effects on other competing firms and thus incite .665
retaliation and counter moves
Advertising battles occur frequently and are highly 779

intensive

Buyers of our products are in a position to demang

775
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concessions

There is small number of buyers who form a large

product or service

) . , .753
proportion of our industry's sales
Suppliers of products in our industry can easilgga
their prices or threaten to reduce the qualityhefrt 453

New firms entering industry as small scale opegato

product

must accept a considerable cost disadvantage 844
New entrants have to spend heavily to build their

brand names and to overcome existing brand logal 844
Suppliers of product is an important input into our 536

Retaliation by established tour operators towasig n

returns in our industry

entrants into our industry is and has been strong -804
Needs which our industry's product satisfy may be

i o 537
easily satisfied by products from many other sosircs
Buyers and buyer groups are very powerful .486
Availability of substitute products limits poteritia 345

Large capital and/or financial resources are reguir

industry

' X .910
for entry into our industry
There is considerable pressure from substitute 575
products )
Substitute products/services limit profitability this 660

Extraction Method: Principal Component Analysisot&®ion Method: Varimax with Kaiser NormalizatidRotation converged in 46 iterations

Source Primary Data
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Table A4: Factor analysis for firnperformance

Component

Firm Performance 1 2 4 6 7 8 10 11 12 13
We have lower employee turnove 745
than that of our competitors '
We often receive complimentary
phone calls/letters/emails from ou| .665
customers
A system is in place to assess 918
effectiveness of our firm '
Our firm closely monitors its
effectiveness 128
The firm uses feedback to improvg 285
itself :
The mission is operationalized
through our current training

Lo .804
programs goals objectives and
activities
We monitor employee absenteeis
and turnover rates -660
High quality administrative system
are in place to support the efficien| .779
of the firm
Stake-holder needs assessment

.826

conducted regularly
Our firm introduces new products
and services regularly 646
Our firm diversifies levels of 755

funding sources
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Our firm rarely gets short/long terr
loans from financial institutions

.806

Our staff are among the best paid
this industry

77

We pay our suppliers on time .530
Employees of this firm make
personal sacrifices if it were .802
important for the firms well being
Our products are highly rated 854
We are able to meet all our
customer needs 824
The mission of our firm is known

. .705
and agreed to by st:
We enjoy committed customers in 558

our firms

We generate new customers in oy

. ) .817
firms on a regular basis
Our profit margins have been
. : .814
increasing over the years
Our customers are happy with our

) .601
offerings and charges
Our customers feel safe in their 571
transactions when dealing with us '
Our firm keeps a reasonable surp
of money to use during difficult 519
times
We make maximum use of physic 483

facilities

Employees feel as though their
future is intimately linked to that of

this firm

.876
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We promptly respond to our

customers' needs 849
If a customer uses our services 204
once, they remain with us forever )
Generally employees are proud t 638
work for this firm :
We have loyal customers in our
firms 605
we monitor timeliness of service 563

delivery

We regularly monitor and adapt t

. . .786
the business environment
Our firm consistently has more 698
revenue than expenses '
We make optimal use of financial 672
resources 67
Benchmark comparisons are mad
of the progress achieved in our fir .570
We hardly receive complaints abo 511

our service offering

Our employees have little or no

commitment to this firm -893
The bonds between the firm and

employees are weak 870
It is hard to see repeat customers 699

our firm

Employees often go above and
beyond the call of duty to ensure t

well being of our firm

.665
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The mission statement and other

regular basis

documents provide the reason for 611
the existence of the firm
Our products reflect changing 649
environmental conditions '
We strongly encourage innovatio

.565
Our firm monitors finances on a 547

Our firm carries out stakeholders
satisfaction on a regular basis

733

Quantitative and qualitative
indicators are used to capture the
essence of our mission

.855

We monitor changes in
partner/stakeholder attitudes

752

The firm creates or adapts to new

technologies 793
We make use of our staff member

to the best of their abilities 696
Our firm monitors its reputation 482

Our assets are greater than
liabilities

793

Our products and services reflect

changing customer needs and wa

.528

Extraction Method: Principal Commgat Analysis. Rotation Method: Varimax with Kaidéormalization.

Rotation converged in 19 iteration
Source: Primary Data
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Table A5 : Respondent Scores on ExternBhvironmental Factors

Description N | Mean SE
The Threat of New Entrants
New operators must spend a large amount of capital
risky and unrecoverable upfront advertising anfdor | 60 | 4.23 .105
research and development
New entrants have to spend heavily to build theintd
names and to overcome existing brand loyalties 60 | 4.23 102
New competitors have to enter industry at a highly
visible large scale and risk strong reaction froqisteng | 60 | 4.23 084
tour firms '
New firms entering _the industry as small scalenéir 59 | 417 094
must accept a considerable cost disadvantage
Large capital and/or financial resources are regifior
entry into our industry 60| 4.17 .064
Retaliation by established tour firms towards new

. : : 60 | 4.15 |.097
entrants into our industry is and has been strong
Established tour firms have substantial resourdgsiw 60 | 413
may be used to prevent the entry of new competitors ' .084
Grand mean score on entry threat 59| 4.19 .09
The Threat of Substitute Goods/Service
Availability of substitute products/services limits
potential returns in our industry 59 4.20 .099
Firms are aware of the strong competition from
substitutes 60 4.20 .108
Products/services of the industry in which we cetap
have intrinsic characteristics from which it isfidifilt to
find substitutes 60 4.18 .099
Substitute products/services limit profitability this
industry 60 4.17 .079
There is considerable pressure from substitute
products/services 59 4.10 .105
Needs which our industry's product/services satisdy
be easily satisfied by products/services from nathgr
sources 60 3.98 .077
Grand mean score on substitute threat 59 4.14 .095
The Bargaining Power of Buyers
Sma}ll numbler of buyers who form a large proportbn 60 453 073
our industry's sales
Buye_rs of our industry’s products/serwces arein a 60 4.40 086
position to demand concessions
Buyers and buyer groups are very powerful 60 4.27 .095
Grand mean score of buyer power 60 4.40 .085
The Bargaining Power of Suppliers
The suppliers of product/service in our industry ca
easily raise their prices or threaten to reducejtladity
of their product or servi 60| 4.52 .09(
In our industry supplier or supplier groups areyver
powerfu 60| 4.3: A1
The suppliers in our industry's products/serviae aad
do demand and gain concess 59| 4.32 .09¢

The suppliers of product/service is an importaptt
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into our product/service 59| 4.22 114
The suppliers product/service quality can affeetfthal 418

quality in this industries product/service 60 ) .108
There exists a small number of suppliers who cbute

to a large proportion of our industry's inputs 60| 4.12 .104
Grand Mean score on supplier power 59| 4.28 .105
The Intensity of Rivalry

Price competition is highly intense (i.e. pricescate

quickly and easily matched) 60| 4.53 .093
Advert_lsmg battles occur frequently and are highly 60 | 450 097
intensive

Price cutting is a common competitive action in our 60 | 4.40 083
industry

Competition is described with terms such as “waflik

“bitter” or “cutthroat” 60| 4.40 .096
Foreign firms play an important role in industry

competition 60| 4.33 .105
There is diversity of competitors in our industdierse

in strategy, origins, personalities and relatiopsho

their parer companie 60| 4.3: .07¢
Firms in our industry have the resources for vigerand

sustained competitive action and for retaliatioaiast

competitors 60| 4.32 110
Firms in our industry compete intensely to hold or

increase their market sh. 60 | 4.2t .097
Competitive moves from one firm have noticeable

effects on other competing firms and thus incite

retaliation and counter moves 60| 4.22 .104
Grand Mean score on intensity of rivalry 60| 4.36 .096

Source: Primary Data
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Table A6 :Correlation Analysis between Firm Characeristics, Market

Orientation and Marketing Practices Controlling for Size of the

Firm
Control Marketing Market Size of
Variables practices orientation | the firm
-none-(a) Markgtlng Correlation 1.000 201 017
practices
Significance
(2-tailed) 170 .910
Df 0 46 46
Mgrket _ Correlation 201 1.000 121
orientation
Significance
(2-tailed) 170 413
Df 46 0 46
Size of the | Correlation
firm -.017 121 1.000
Significance
(2-tailed) .910 413
Df 46 46 0
Size Mark_etlng Correlation 1.000 205
practices
Significance
(2-tailed 167
Df 0 45
Mgrket . Correlation 205 1.000
orientation
Significance
(2-tailed) 167
Df 45 0

Source: Primary Data
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Table A7 : Correlation Analysis between Firm Charadteristics, Market
Orientation and Marketing practices Controlling for Age of the Firm

Control Marketing Market Age of
Variable: practices orientation | the firr
-none-(a) Mark_etlng Correlation 1.000 201 246
practices
Significance
(2-tailed) 170 .092
Df 0 46 46
M_arket _ Correlation 201 1.000 242
orientation
Significance
(2-tailed) 170 .097
Df 46 0 46
Age of the Correlation -246 249 1.000
firm
Significance
(2-tailed! .092 .097
Df 46 46 0
Age Markgtlng Correlation 1.000 277
practices
Significance
(2-tailed) 059
Df 0 45
M_arket _ Correlation 277 1.000
orientation
Significance
(2-tailed) 059
Df 45 0

Source : Primary Data
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