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ABSTRACTS

The objective of this research is to assess the impact of market orientation on business performance in the petrol stations in Timor-Leste. In our study, we
used questionnaire from previous authors to collect data. Hypothesis was tested using Smart-PLS 3.0. The result shows that market orientation reflected by
consumer orientation, competitor orientation, and inter-functional coordination had a positive and significant impact on business performance. This study
contributes to the literature on market orientation and business performance which still face inconsistent results from previous researches. This study is also
expected to be considered by the government in developing policies related to small and medium enterprise (SMEs) management. In the middle of this,
market orientation could be one determinant factor to be considered as strategic fitness to improve SME’s financial and nonfinancial performances in Timor-
Leste. In addition, SME’s managers could look at market orientation as a business strategy to improve their business performance.

Keywords : Market orientation, business performance, petrol station, Timor-Leste.

1. INTRODUCTION

Increasing recent high industrial competition and
environmental uncertainty, firms are trying to retain their
sustainable growth by adopting market orientation strategy. In
this situation, customers’ demands change quite intensely
pushing firms to consider modifying their products and
services continually to be able to satisfy the changing choices
of customers (Andotra & Gupta, 2016).Therefore, firms place
the customer’s interests at the center of its tactics and beliefs
and focuses on learning about customers, competitors and
environment (Narver & Slater, 1990; Salehzadeh et al., 2017).
Firms are also required to closely monitor customer needs,
competitor actions, and consolidate their internal resources in
order to be able to create and offer innovative products or
services with value, quality and price fitting to the customer
demands (Narver & Slater, 1990), which is ultimately
enhancing firm’s competitive position and sustainable
performance (Mahmoud et al., 2016).

The conceptual views on the influence of the market
orientation on firm performance have been well-noted.
However, the reality of empirical studies reveals that, there is
a variety of results, in addition to the limited understanding
about the precise nature of the influence of market orientation
on competitive advantage (Osorio et al., 2019) and firm
performance (Lim et al., 2017). Numerous empirical studies
confirm that market orientation strengthens business
performance (Nguyen, 2018; Abbu & Gopalakrishna, 2019;
Sampaio et al., 2019), while other studies also show that
market orientation have insignificant impacts on the business
performance (Kajalo & Lindblom, 2015), and/or negative
impacts on business performance (Acosta, Crespo, & Agudo,
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2018; Idrus, Ahmar, & Abdussakir, 2019).

The inconsistency results of empirical studies leave
significant spaces for researchers to explore possible
dimensions and indicators to use in specific industries, aiming
to enhance firm competitive position and performance. This
study aims to fill up the abovementioned empirical gap and the
absence of empirical study on the impact of market orientation
on business performance in Timor-Leste. It can also contribute
to the government in considering market orientation as an
alternative option in developing strategy for small and medium
enterprises (SMEs) in transition economy. Firm managers can
also be benefited by this research through considering the
importance of costumer’s demands, market intelligence and
internal resource consolidation as basis for offering products
and services in order to be able to sustain high competitive
advantages and retain firm performance in dynamic change of
market environment. This could be in line with Osorio et al.
(2019) states that firm only focuses on exploitation activities is
possibly ineffective in dealing with the recent market demands
because of its limited new ideas and strategies.

2. TEORITICAL FRAMEWORK AND HYPOTHESIS
2.1. Market Orientation

The recent intensely and dynamic industrial competition
forcing companies to consolidate their internal capabilities in
developing strategy based on market intelligence and customer
demands (Andotra & Gupta, 2016). Firms try to integrate
customer needs into their organization culture, value and trust
(Jogaratnam, 2017) which generally call market orientation.
Market orientation has two approaches namely behavioral
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approach and cultural approach (Protcko & Dornberger, 2014;
Séalyova et al., 2015; Mahmoud et al., 2016).

In the behavior approach, the market orientation has three
behavior components namely intelligence generation,
intelligence dissemination and responsiveness (Kohli &
Jaworski, 1990). This approach requires firms to carry out
environmental scanning activities which include monitoring
government regulation, technology, competitors, and other
environmental force in order to be able to anticipate customers’
demands (Gligor, Gligor, & Maloni, 2019).

In the cultural approach, market orientation has three
dimensions such as customer orientation, competitive
orientation and inter-functional coordination (Narver & Slater,
1990). In this approach, firms fully consolidate their internal
resources and capabilities to understand costumer needs and
competitor actions in order to create and offer products or
services to the target costumers (Salehzadeh et al., 2017).
Therefore, firms need to fully understand what buyers
currently value and how this will evolve over time in dynamic
markets (Gligor et al., 2019).

Market orientation needs the consistency of firms to
monitor their customers' needs, the change of customer
satisfaction, the increasing rate of product innovation, and
adoption of strategic fitness, leading to the strengthen firms’
competitive advantages (Mahmoud et al., 2016). Following
this rule, firms should develop their unique strategy and
internal resources and capabilities in human resources,
technology, market network, and financial access to offer
innovative products and services in responding to the dynamic
and fast changes in customers’ needs (Porter, 1980; Barney,
1991). To this, market orientation becomes one of determinant
factors to select and implement business strategy, aiming to
enhance market position and firm performance (lyer et al.,
2019). The basic view of this concept is that market oriented
firms should have strong competitive position compared to its
rivals by quickly responds to the changing demands of
costumers (Jiang et al., 2019).

2.2. Business Performance

Business performance is a multidimensional concepts
which reflects from financial and market dimensions (Nguyen,
2018). Business performance is as an important parameter to
measure the achievement of objectives of business
organization from both financial and non-financial
perspectives (Yadav, Tripathi, & Goel, 2019). Zehir, Can, &
Karaboga (2015) noted that financial performances measured
by profitability, sales growth, return on investment (ROI),
return on sales (ROS) and return on equity (ROE), while non-
financial performances measured by quality, market share,
customer satisfaction, new product development and market
effectiveness.

2.3. Market Orientation and Business Performance

The core foundation of market orientation to enhance
firm’s performance is that firms needs to quickly response to
the dynamic and continuous changes of costumer’s demands,
and closely monitor competitor actions using its internal
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resources and capabilities to create and offer products or
services to the needs of the target customers (Narver & Slater,
1990; Barney, 1991). By quickly responds to costumer
demands, a firm will have a better competitive position,
leading to acquire large market shares and high profit growth
compared to its rivals. Therefore, market orientation has been
considered as a major foundation of business management and
strategic approaches to enhance firm’s performance
(Salehzadeh et al., 2017). Market orientation concerns
corporate culture, behaviors, values, systems, strategies,
principles and norms, which enable a firm to create superior
value for customers and thereby increase its performance
(Oduro & Haylemariam, 2019).

Numerous empirical studies have tried to investigate the
relationship between market orientation and firm performance
(Idrus et al., 2019; lyer et al., 2019; Kohr et al., 2019; Yadav
et al., 2019). The focus of these studies on market orientation
as direct antecedent, or as mediation and moderation variables,
aiming to explore various dimensions and indicators as an
alternative strategy to enhance firm competitive position and
performance. These empirical studies reveals that, there are
inconsistent results (Mahmoud et al., 2016) due to the limited
understanding about the precise nature of the influence of
market orientation on competitive advantage (Osorio et al.,
2019) and firm performance (Lim et al., 2017). For example a
group of researchers have found that market orientation
strengthens business performance (Nguyen, 2018; Abbu &
Gopalakrishna, 2019; Sampaio et al., 2019), while other
studies also show that market orientation have insignificant
impacts on the business performance (Kajalo & Lindblom,
2015), and/or negative impacts on business performance
(Acosta et al., 2018; Idrus et al., 2019).

2.4. Hypothesis Development

Firms can make internal consolidation to create new
products and services with high value based on customers
demand. For this reason, firms need to improve their human
capital to create and offer new value, increase benefits and
price reduction of products/services to the customers (Jyoti &
Sharma, 2012). Firms that implement market orientation are
predicted to perform better because they have the highest level
of market-sensing and customer-linking capabilities compared
to emergent and inactive forms that lack these capabilities
(Abbu & Gopalakrishna, 2019). Many studies confirm that
market orientation strengthens business performance
(Rodrigues & Pinho, 2010; Andotra & Gupta, 2016; Nguyen,
2018; Abbu & Gopalakrishna, 2019; Sampaio et al., 2019).
Therefore, we formulate the following hypothesis:

Hi: The market orientation had a positive and significant
impact on business performance.

3. METHODOLOGY AND DATA COLLECTION

The target group was fuel stations that operate in Timor-
Leste. The Fuel Stations are divided into three regions such as
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(1) East is represented by Baucau & Manaututo Municipalities,
(2) Central is represented by Dili and Ermera Municipalities
and (3) West is represented by Liquica & Bobonaro
Municipalities.

We used questionnaire to collect data. This data collection
instrument is adopted from Narver & Slater (1990), Huhtala
et al. (2014), Nguyen (2018) for market orientation, and
Protcko & Dornberger (2014), Ozdemir et al. (2017), Nguyen
(2018), and Saldanha et al. (2019) for business performance.
We used a5 Likert scale questionnaire ranging from 1(strongly
disagree) to 5 (strongly agree).

We used smart-partial least square (Smart-PLS 3.0) to test
the data due to this statistical computer software is commonly
used to analysis multi-variables relationship in management
and business areas (Valaei, 2017), non-normal data, small
sample size, and formative or reflexive indicators ) (Hair et al.,
2014; Hopkins, 2015). Reliability test was done by using
cronbach alpha (CA) with threshold value is above 0.7 and
composite reliability (CR) with the threshold value is above
0.7 (Hair et al., 2017). Validity test used convergent validity
and discriminant validity. The convergent validity used outer
loading (OL) with the threshold value is above 0.7, and average
variance extracted (AVE) with the threshold value is above
0.5) (Hair et al., 2017; Saldanha et al., 2019). Discriminant
validity test used Fornell and Larcker criterion, cross-loading
(Hair et al., 2014; Hopkins, 2015), and heterotrait-monotrait
(HTMT) with maximum values of all indicators are lower than
0.85 (Henseler et al., 2015).

To test hypothesis, we used T and P values to assess the
significance impacts between market orientation and business
performance. We used bootstrapping from SMART-PLS 3.0 to
test the hypothesis. If T values is higher than 1.96 and P values
are lower than 0.05, then the two variables have significant
relationship (Hair et al., 2017; Idrus et al., 2019; Saldanha et
al., 2019).

4. RESULTS
4.1. Demographic Characteristics

The total respondent was 39 from three regions (Eastern,
Central and Western) in Timor-Leste. The Eastern region
represented by Baucau and Mananuto Municipalities, Central
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region represented by Dili, Ermera, and Aileu Municipalities,
and the Western region represented by Liquica and Bobonaro
Municipalities. From this, female (23.3%) and male (76.6%),
age from 20-25 (10%), age from 26-30 (40%%), age from 31-
35 (20%%), age from 35-40 (3.3%) and > 40 years old
(26.7%). From our study found that the majority of fuel
stations earned monthly average incomes of more than $10,000
(80%) and $5000-10,000 (20%) (Table 4.1).

4.1. Table of reseondents demograghic characteristics
Frequency (%)

Gender
Female 23.3
Male 76.7
Total 100
Age

20 — 25 years old 10
26 — 30 years old 40
31 - 35 years old 20
36 — 40 years old 3.3
More than 40 years old 26.7
Total 100
Monthly Income
Less than $1000 0
$1000-5000 0
$5001-10,000 20
More than $10,000 80
Total 100

4.2. Reliability and Validity Test
4.2.1. Reliability

Generally, the reliability test is measured by Cronbach
alpha (CA), and composite reliability (CR). An indicator is
said to be reliable if the CA value is higher than 0.7, and CR
value is higher than 0.7 (Hair et al., 2010; Hair et al., 2014;
Hopkins, 2015). Nonetheless, for the exploratory research, the
threshold values of CA and CR values are acceptable at the
range of above 0.6 (Saldanha et al., 2018). From the reliability
test, the CA and CR values of all indicators are higher than 0.6
as shown in Table 4.2 which mean that our model is reliable to
predict the relationship between market orientation and
business performance.

Table 4.2. Results of Reliability Test

Parameter (CA)
Costumer orientation (OM;,)
Competitor orientation (OM,)
Inter-functional coordination (OMs)
Financial performance (DB:)

Non-financial performance (DBy)

Cronbach's Alpha

Average Variance
Extracted
(AVE)

Composite Reliability
(CR)
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422, Validity

Convergent validity

Convergent validity is measured by outer loading (OL) and
average variance extracted (AVE). OL and AVE of all
indicators are valid if the OL values exceed the threshold value
of 0.7 and AVE value exceeded of 0.5. However for
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exploratory research, the OL value of all indicators are above
0.6 could be acceptable (Hair et al., 2017; Saldanha et al.,
2019). From figure 1 shows that the OL values of all indicators
are higher than the threshold value of 0.6. This means that all
indicators are validly used to predict the relationship between
variables in this model.
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Figure 1. Convergent validity which measure by outer loading.

Discriminant validity

Discriminant validity is measured by two parameters
namely cross-loading and heterotrait-monotrait ratio (HTMT).
In terms cross-loading, values from indicators are greater than

cross-loading indicators in other dimensions (Appendix C),
while HTMT values of all indicators are below than 0.85
(Table 4.3) which mean that this model is valid to predict the
relationship between the variable in the inner model.

Table 4.3. Value of heterotrait-monotrait ratio (HTMT

DBl DBZ

0.474
0.283
0.652

OM]_ OMz OM3
0.828
0.635 0.85

4.3. Hypothesis Test

The result of the hypothesis test shows that T value (2.75) is greater than 1.96 and P value is smaller than 0.05 (see Table
4.4). This means that market orientation had a positive and significant impact on the business performance of Fuel Stations in Timor-

Leste. Therefore, our hypothesis (H) is accepted.

Table 4.4. Result of Path Coefficient Test (Hypothesis

Original Sample SR Star_1de_1rd T Statistics P Value Note
Mean Deviation

OM --> DB 0.558 0.602

2.785 0.004 Significant
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5. DISCUSSIONS

This study examines the relationship between market
orientation on business performance in the context of fuel
station businesses in Timor-Leste. The result shows that
market orientation has significant effect on business
performance. This means that fuel station businesses
understand and continuously offer products/services with
superior values to the target costumers over time in dynamic
markets in order to sustain their business performance (Gligor
et al., 2019). The results also reveal that inter-functional
coordination and competitor orientation have significant
contribution to market orientation compared to costumer
orientation. Nonetheless, the values of outer loading of the
three dimensions within market orientation almost same which
mean they have equally contributions to business
performances reflected by financial (e.g. ROI, profit growth,
sales growth, and total profitability) and non-financial (e.g.
costumer’s satisfaction, loyalty, increasing new costumers and
market share) in fuel station businesses in Timor-Leste. In this
regard, firms are considered to be able to identify customer
needs and then wisely utilize their internal capabilities to create
and offer products/services based on the target customer
demands (Mahmoud, Blankson, Owusu-frimpong, et al.,
2016). In addition, many fuel stations in Timor-Leste are
categorized as small and medium enterprise (SME) with less
formal organization structure which implies to their direct
relationship with the costumers. Therefore, their outcome level
may face lesser impacted by industry competition as agued by
Yadav et al. (2019).

The result of this research is consistent with researches
conducted by Narver & Slater (1990); Jyoti & Sharma (2012);
Sélyova et al. (2015); Rodrigues & Pinho (2010); Andotra &
Gupta (2016); Nguyen (2018) that market orientation
influences significantly on corporate performance. However,
this research differs from previous research findings that
market orientation insignificantly influenced (Kajalo &
Lindblom, 2015), or negatively influenced on firm
performances (Acosta et al., 2018; Idrus et al., 2019).

The differed results of researches are possibly due to: First,
researchers carry out their researches in industries with
different sizes, types, products/services (Saldanha et al., 2019),
industry environments, strategies (Porter, 1980) and resources
and capabilities (Barney, 1991). As stated by Porter (1980) that
different industry environment and strategy lead to different
competitive advantages and performances. Industries which
are able to employ strategic fitness to dynamic environment
will be able to sustain their competitive advantages, leading to
higher performances compared to their competitors. In
addition, different resources and capabilities of firms also lead
to different performance. Resource-based theory states that
firms with better resources and capabilities are able to
outperformance their competitors, retaining their competitive
position by  continuously  creating and  offering
products/services according to the dynamic and quickly
changes of the target customer demands (Barney, 1991).
Second, researchers use the different sample sizes, data
collection instruments, and analysis which could also
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contribute to the different research results.
6. CONCLUSIONS AND IMPLICATIONS

Our results show that market orientation has a positive
significant impact on business performance. The inter-
functional coordination and customer orientation have more
significant impacts on the business performance compared to
competitor orientation. The results of the study confirm the
previous works in regard market orientation and corporate
performance.

The study contributes empirically to enrich the discussion
on market orientation and corporate performance, particularly
in the context of emerging markets. Practically, the study also
provides to business owners in emerging market to consider
costumer orientation, competitor orientation and internal
resource consolidation to offer their products and services in
gaining high competitive advantages, leading to achieve
sustainable performances in dynamic and intensely market
competition.

7. LIMITATION AND FUTURE RESEARCH

This study is not exempt from limitations. First, this study
only uses small size of sample, which might not precisely
represent the total population for better generalization.
Therefore, we recommend to increasing the number of sample
for future research. Second, this research only uses
questionnaire as data collection instrument which might not
validly represent the right answers due to respondents might
not provide the right information in order to protect their
companies’ reputations. For this reason, we suggest that the
collection for the same type of data need to adopt also in-depth
interview, focus group discussion and observation to cross-
check all information from the respondents. Third, the study
only applies a cross-sectional approach which does not
consider the time effect. It is important for future researchers
to use a longitudinal approach to accurately assess the impact
of market orientation and firm performances as recommended
by lyer et al. (2019).
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Appendix A. Dimensions and Indicators of Market Orientation (OM).

Indicators
The objective of our business orientation is to create
value based on customers needs.

Our business orientation strategy can create high
values for the customers.

We put major emphasis on our commitment to answer
the customer needs.

Information about competitor activities is collected
regularly.

We put greater emphasis on improving the
competitive action which to threaten our business.
We always communicate about customer needs with
all business units.

We always discuss market trending with all business
units.

Our business units are integrated to create value for
target customers.

Dimension

Customer
orientation
(OMy)

Competitor
orientation

(OM)

Inter-functional
coordination.
(OMg)

Code
OMy;

OMy,

OMy3
OM_,
OMg3
OMg
OMz,

OM33
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Source

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

(Huhtala et al., 2014; Narver & Slater, 1990;
Nguyen, 2018b)

Appendix B. Dimensions and Indicators of Business Performance (BP)

Indicators
Our return on investment increase in the last two years.

Dimension

Our profit increased in the last two years.

Financial (DB1)

Our sales growth increase in the last two years.

Our total profitability increase in the last two years.

The customers' satisfaction with our product increase in
the last two years.

Our customers' loyalty to the offering product increase in
the last two years.

Our new customers increase in the last two years.

Our market share increase in the last two years.

Non Financial
(DB2)

Code
DBy

DB1,

DBi3
DBy4
DB2:

DBz

DB2s
DB:s

Appendix C. Result of cross load discriminant validity test.

DB1 DB2 oML
0.928 0.777 -0.037
0.961 0.788 0.097
0.949 0.786 0.215
0.910 0.801 0.273
0.611 0.865 0.448
0572 0.813 0.484
0.835 0.869 0.230
0.830 0.852 0.040
0.249 0.442 0.792
-0.105 0.067 0.674
0.147 0.278 0.917
0221 -0.087 0.429
0.178 0.230 0.517
0.132 0.282 0.406
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Source

(Jogaratnam, 2017; Ozdemir et al. 2017,
Nguyen 2018).

(Nguyen, 2018b; Ozdemir et al., 2017)
(Nguyen, 2018b; Ozdemir et al., 2017)

(Ozdemir et al., 2017)
(Protcko & Dornberger, 2014b)

Protcko & Dornberger 2014)
Protcko & Dornberger 2014)

(E. de S. Saldanha, Rahyuda, Yasa, &
Sukaatmadja, 2018)

OM2 (O]\/K]
-0.255 0.195
0.040 0.393
0.094 0.471
0.144 0.493
0.156 0.477
0.291 0.646
0.020 0.345
-0.065 0.389
0.345 0.432
0.393 0.175
0.587 0.538
0.793 0.460
0.902 0.673
0.609 0.702



