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Abstract:

In the contemporary business environment, market orientation has become a
widely discussed topic in the business community and academics. Since the
market environment has become more competitive, developing and improving
one's internal resources is now an absolute necessity. Despite the influence
these topics have on the performance of microenterprises, a significant number
of market orientation studies haven't empirically connected them. According
to this perspective, this study established a theoretical link between market
orientation and SME performance via a literature review. Additionally, a new
framework for experimental evidence was developed. This study makes
significant contributions to the understanding of the relationship between
market orientation and SME performance but also sheds light on the critical
role of product innovation as a mediator. Furthermore, the conceptual model
explains the impact of marketing ethics as a moderator on small- and medium-
sized enterprise (SMEs) performance.
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Introduction

Globalization, global rivalry, and changes in customer requirements and wishes have all
increased histrionically over the last decade (Ali, et al.,2020). Furthermore, the majority of
industrial sectors in developing-country economies are undergoing structural and rapid
changes, resulting in economic opportunities for FDI, unbalanced development, and increased
uncertainty as a result of environmental changes (Calza, E., & Goedhuys, M. (2017); Chironga,
et al., 2011). Surprisingly, these changes have created both critical challenges and
opportunities for businesses to capitalize on their abilities or proficiency for development (De
Vos, et al., 2015). These changes have also had an effect on the decision-making processes and
managerial assumptions of a number of entrepreneurial firms, including those made to
capitalize on opportunities and methods for creating and delivering customer value (Wu, &
Pagell, 2011; Hughes, & Morgan, 2007). To improve their efficiency and competitiveness on
this point, numerous businesses are empowered to alter their classical business processes and
to design and implement the most effective strategies to improve goods and services in order
to make sure customer satisfaction at a reasonable cost (Goksoy, et al.,2012; Teixeira, et al.,
2015). As a consequence, Businesses must embrace and apply market orientation (MO) and
new operational management activities that have been demonstrated to be efficient in long-
term (Jiang, et al., 2020; Ali et al., 2018; Hakala, 2011; Li, et al., 2008). In line with this, many
authors, emphasized the importance of market orientation and product innovation in gaining a
competitive advantage and improving firm performance (Al-Henzab, et al., 2018; Al-Dhaaffri,
etal., 2013; Aziz & Yassin, 2010; Talib, et al., 2010 Li et al., 2008). In addition, prior research
has identified marketing ethics (ME) as a source of long-term competitive advantage and a
significant driver of the best performance (Moravcikova, etal., 2017; Singh, et al., 2019; Wang,
2019; Hopkins, et al., 2021).

Notwithstanding, the vast majority of existing research on market orientation, product
innovation, and firm performance is centered at sizable organizations, especially in developed
countries (Mpandare, & Li, 2020; Ali, 2020; Salaheldin, 2009; Mahmoud, 2011; Wales, et
al.,2011; Raju, et al., 2011). Contrastingly, there are smaller number researches obtainable on
market orientation, product innovation, and marketing ethics in SMEs (Chiarelli, 2021; Jabeen
& Mahmood, 2015; Filser, et al., 2014; Islam, et al., 2011; Raju et al., 2011; Chao & Spillane,
2010). On the basis of the preceding proposition, it is reasonable to assume that past studies
have not only paid scant attention to market orientation and product innovation in SMEs, even
so there are various conceptual and empirical possibilities to conceptually and empirically
broaden the study about MO, PI, and firm performance. Subsequently, the particular goal of
paper is to provide the scientific society with a theoretical model that will connect MO, PI, ME,
and SMEs' performances, in addition to contributing to the existing knowledge and facilitating
interactions between advanced countries and other emerging and developing countries like
Saudi Arabia.

Literature Review

Market Orientation (MO)

Market orientation is a business philosophy that places a premium on identifying consumer
needs and desires and meeting them through products and services. (Udriyah, et al., 2019). The
most recent researchers are adamant that firms should pursue market orientation because it
enables firms to achieve long-term competitive advantage (Fakhreddin, et al., 2021;
Hernandez-Linares, et al., 2021; Alhakimi, & Mahmoud, 2020; Ho, et al., 2018). Furthermore,
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Market orientation is viewed as an organization’s capacity, unique and valuable resources that
cannot be readily replicated, emphasizing the importance of putting the customer's needs first
in operations and strategy (Mostafiz, et al., 2021; Polat & Mutlu, 2012). At its most
fundamental level, market orientation refers to a company's capacity to investigate and identify
existing and potential consumer wants, and then work to meet those wants more effectively
(Slater, & Narver, 1995; Day, 1994; Kohli, & Jaworski, 1990). In simple words, market
orientation agrees that it is necessary to establish a more personal relationship with the
customer (Slater & Narver, 1998). In this framework, market orientation refers to an
organization's ability to act quickly by introducing new products and services in response to
changes in market demand (Ali, et al., 2017; Adis & Jubilee, 2010). As a result, it stands to
reason that market orientation activities will have an impact on a firm's innovativeness (Ali, et
al., 2017).

Notably, Slater & Narver, (1995) and Kohli, A. K., & Jaworski, B. J. (1990) provided the first
conceptualizations of market orientation that were recognized as the primary determinant of
firm performance. Other several studies, however, have been handled following the work of
Narver, & Slater, (1990) and Kohli, & Jaworski, (1990), which established a link between
business performance and market orientation. Market orientation is defined by Kohli, &
Jaworski, (1990) as “organization-wide generation of market intelligence pertaining to current
and future customer needs, dissemination of the intelligence across departments, and
organization-wide responsiveness to it”. Market orientation, on the other hand, was viewed as
a type of organizational culture by Narver, & Slater, (1990). They define market orientation as
“the organizational culture that most effectively and efficiently creates the necessary
behaviours for the creation of superior value for buyers and, as a result, continues superior
performance for the business”. In this regard, Kohli and Jaworski (1990) define market
orientation as a three-part process that includes “intelligence generation, intelligence
dissemination, and enterprise-wide responsiveness”. According to additional researchers, for
example, Narver, & Slater, (1990), market orientation has three dimensions: “competitor
orientation, customer orientation, and internal functional coordination”. However, both market
orientation approaches share a common objective, which means that customers remain the
primary focus of market orientation thinking and explanations of firm behavior (Acosta, et al.,
2018; Shehu & Mahmood, 2014; Vieira, 2010). Numerous market-oriented studies have
concluded that market-oriented culture is a significant predictor of improved business
performance because it places a premium on customer needs, whereas the market-oriented
business strives to improve customer satisfaction, thereby increasing firm performance (Ali, et
al., 2017; Olabode, et al., 2018; Morgan, et al., 2019). As a result, marketing literature has
regarded MO as an important component of organizational culture (Morgan, et al., 2019; Raju
et al.,, 2011). In fact, the majority of market orientation studies have evaluated the market
orientation construct using these three dimensions (e.g., Olabode, et al., 2018; Ali, et al., 2017;
Wilson, et al., 2014; Julian, et al., 2014; Aziz & Omar, 2013; Augusto & Coelho, 2009; Appiah-
Adu & Ranchhod, 1998). Numerous researchers have discovered a a relationship among
organization performance and market orientation in large corporations, especially in developed
countries (Alhakimi, & Mahmoud, 2020; Ali, et al., 2017; Raju et al., 2011; Mahmoud, 2011).
As a result, study on the effects of market orientation on SMEs is scarce (Ali, et al., 2017;
Islam, et al., 2011). Additionally, Herath, & Mahmood, (2013) argue for the addition of a
mediator in the correlation between strategic orientation and firm performance. Furthermore,
research has shown that MO improves organizational performance (Lekmat, et al., 2018; Sisay,
et al., 2017; Joensuu-Salo, et al., 2018; Suliyanto, & Rahab, 2012; Chen, et al., 2015).
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Similarly, if a market-oriented company distinguishes and struggles to meet customer needs,
desires, and preferences better than competitors, the level of firm performance increases.
(Prifti, & Alimehmeti, 2017). Likewise, to address changing customer tastes and expectations,
several businesses have embraced the market orientation philosophy, which is widely regarded
as one of the most considerable improvements in the literature of marketing (Suliyanto, S., &
Rahab, R. (2012)).As a result, each organisation follows market orientation as a strategy for
developing marketing capabilities in order to meet and exceed customer expectations while
outperforming competitors (Ali et al.,2017; Li, et al., 2009; Chin, et al., 2013). Furthermore,
numerous previous researches have demonstrated a connection among market orientation and
product innovation (Zelbst, et al., 2010; Lam, et al., 2012). According to these findings, Mohr-
Jackson (1998) and Day, G. S. (1994) established a connect amidst market orientation and
product innovation because both are responsive to the needs of the customers, involve customer
participation, and ultimately aim to achieve customer satisfaction. Indeed, product innovation
provides businesses with a set of tools to help them become more market-oriented (Litton,
2001). Additionally, Day, G. S. (1994) asserts that “a market-oriented firm enhances the
process of market and customer sensing”. Consequently, associating capacities is a critical
component of a firm's construction; consequently, product innovation implementation aids in
capability enhancement, and at its core is the concept of an organization as an interconnected
collection of processes rather than an interacting set of functional units. As a result, marketing
and product innovation are mutually beneficial (Herman, et al., 2018; Wang, et al., 2012).

Customer Orientation

Customer orientation is one of the dimensions of MO. It is described as an organization's
understanding of customer demands and possession of capacity to continually create superior
products and services that will add value to the customers (Neneh, 2018; Narver & Slater,
1990). Kohli and Jawoski (1990) in this view pointed out that customer orientation is a key
factor of MO. Importantly, Feng, et al., (2019) and Jaakkola, et al., (2009) defined customer
orientation as a process which a firm follows to meet customer's need and satisfaction. With
this in mind, the company must provide every necessary information on the products and the
level to which the product can satisfy customer needs and needs. Customer orientation requires
the organization to collect customer information and understand the whole value chain (Arief
et al., 2013). The customer is the center on which all the marketing activities of any
organization are focused. The organization's market competitiveness depends on the level of
satisfaction it gives to customers (O'Dwyer, & Gilmore, 2018). Organizations seeking to be
on the lead in terms of competition are those which can actualize and translate the customer’s
needs into products or services that match his or her desires, achieving greater and better
satisfaction than other competitors. Accordingly, customer orientation, as Narver & Slater
(1990) indicate, reflects the organization's ability to identify customers’ needs and determine
the factors affecting their purchase decisions.

Racela, & Thoumrungroje (2019), add that customer orientation reflects the organization's
understanding of customer goals to create superior value for them. This requires sellers to fully
understand customers’ value chain, not only as it currently exists but as also as it will be in
future. Hence, the organization is required to do following: Firstly, emphasizing, customer's
needs and desires analysis. Lastly, responding to the information received on customer's needs
and preferences. In the same context, Smirnova, et al., (2018) explains that customer
orientation strategy is the main reason that enabled the Japanese to achieve miracles, pointing
out that there are a number of factors that may hinder the success of this strategy, including:
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Firstly, decision-makers are distanced from clients. Secondly, frozen policies in the
organization. Lastly, failure to give low administrative level employees the powers to solve
problems.

Meanwhile, Neneh, (2018) and Saidani (2008) explain that interest in satisfying consumer
needs is very important and has become a priority for organizations, as technological advances
and competition over customer satisfaction have increased, signalling a good indicator of the
future benefits of organizations and the achievement of their strategic goals. Not only this, a
Japanese businessman sees that the goal is to go beyond the stage of satisfying consumers to
that of making them happy which is deeper and higher than just satisfying the consumer and
meeting his expectations (Bowden, 2009). If the customer is pleased with the product or service
provided, he /she will be the best advertiser for the company and its products, while a
dissatisfied consumer will have a negative impact on the company’s reputation Customer
orientation is one of the dimensions of MO.

For instance, Sa, M et al., (2020) and Christensen and Bower (1996), assert that the failure of
many large organizations can be attributed to their attitude of listening 'excessively' to their
customers since the customers often place 'too strict limits' on the firm strategies that make it
difficult for a good milestone to be achieved. Justifying this position is the fact that the
customers on frequent occasions lack the knowledge of how their needs surface while they
cannot also ascertain how technology may be used to influence or satisfy such needs. Thus, it
is very important for practitioners to conceptualize and develop new services or products which
have resemblance with existing ones based on the feedback of customers with the objective of
satisfying their clients (Zhang, H., Kang, F., & Hu, S. Q. (2020). The position of this study,
however, is that the school of thought that believes that customer orientation may negatively
influence firm performance based their view on parochial comprehension of the meaning of
customer orientation (Appiah-Adu, & Singh, 1998). In fact, as argued earlier, previous studies
have established that being customer-oriented transcends attentiveness; but the ability to
understand how such needs arise and how they will be fulfilled is very important for the firm
(Augusto & Coelho, 2009; Slater & Narver, 1998). As a result, the following effects can be
predicted:

H1: There is significant effect of consumer orientation on firm performance.

H4: There is a significant and positive relationship between consumer orientation and product
innovation of SMEs in Saudi Arabia.

Competitors Orientation
Narver and Slater (1990) asserted that competitor orientation is one of the dimensions of MO
that helps firms in identifying and analyzing current and potential competitors taking into
consideration a complete set technology required to satisfying current and potential customer's
needs. In this circumstance, surveying the competitors' position can assist a firm to identify the
rising substitutes, the degree with which such substitutes can be metusing the technologies, and
the moments through which technology shifts (O’Dwyer, & Gilmore, 2019; Zahra, Nash &
Bickford, 1995). In fact, the position of Zahra et al., (1995) is that this information is
instrumental to research and development planning since such can be used to determine when
to enter the market and how to select the appropriate strategy that will help in improving
performance. This fact has also been corroborated by Augusto & Coelho (2009) that, without
competitor knowledge, managers may work in vain as they may not be able to identify
alternative courses of action which are best used to protect and enhance their present position.
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Further and as noted by Gaur et al., (2011), organizations with higher degree of competitor
orientation may have an enhanced understanding of those important elements in the moves of
competitors, purchasers' value chain and how those moves change with time (Crick, et al.,2020;
Day & Wensley, 1988). Such understanding can be instrumental for the firm to build and
deliver superior value to a customer with subsequent positive impact on the firm performance
as following competitors' moves closely may also facilitate innovation by being wary of what
type innovative strategy that is being adopted by the competitors (Gaur et al., 2011; Johnson,
et al., 2009). Despite the tremendous merits of competitor orientation, some other studies have
argued that excessive concentration on competitors may weaken the ability of an organization
to differentiate itself and, as such, may deflect its ability to properly monitor the changes in
customer needs and market segments, thereby reducing the conception and development of
innovative strategies (Day & Wensley, 1988).

This will indicate that excessive focus on competitor will inhibit breakthrough in products
development thereby leading to mediocrity (Augusto & Coelho, 2009). Other authors have also
seemed to agree with this position, such as Bennett and Cooper (1981), and Hayes and
Abernathy (1980) cited in Augusto and Coelho (2009) stating that intense concentration on
competitors' activities may lead to imitation instead of innovation while risk, launching, and
development costs are reduced. This perhaps made Lukas and Ferrell, (2000) to observe that a
penchant for monitoring competitor position may negatively affect the development of product
innovation. Juxtaposing the arguments from the two schools of thoughts above, this study
aligns with the position that competitor orientation is capable of improving the performance of
a firm positively. This fact has been corroborated by recent studies that assert that the ability
of a firm to identify and understand the long-term capabilities for both present and future
competitors as well as the short-term weaknesses will go a long way to assist the firm in
improving its performance. According to Grinstein, (2008), and Singh, (2009), when a
mechanism is put in place for every employee in marketing-oriented firms to share information
about competitors, a high level of competitive and sustainable advantage for the firm will be
achieved. It, therefore, connotes that customer orientation is as imperative as competitor
orientation. As a result, the following effects can be predicted:

H2: There is significant effect of competitor orientation on firm performance.

H5: There is a significant and positive relationship between competitor orientation and product
innovation of SMEs in Saudi Arabia.

Internal Functional Coordination
Internal functional coordination helps different functional units to jettison their primary
functional interests and collaborate with one another with the purpose of achieving the global
objectives of the organization (Mubarak, 2019; Augusto & Coelho, 2009). Similarly, Julian et
al., (2014) asserted that internal functional coordination has also been recognized as a situation
where each department is regarded to be important irrespective of whether such a department
belongs to marketing unit or not as each department has significant role in satisfying the
customers (Waruiru, et al., 2018; Grinstein, 2008; Im & Workman, 2004; Singh, 2009).
Importantly, the inter-functional coordination process ensures smooth collaboration,
cohesiveness, communication, trust, and functional commitment among departments (Auh &
Menguc, 2005), so this can bring about superior result in product or service innovation
(Gatignon & Xuereb, 1997). Since this is a form of integration, it does foster cross breeding of
ideas and facilitates internal dispersion of such ideas (Huang, Lai, Hu & Weng, 2014). Hence,
such coordination is required to communicate information that is gathered from competitors
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and customers in order to coordinate interdepartmental efforts with the purpose of providing
superior value to the customer (Huang et al., 2014).

Furthermore, offering a new product or technology requires inter-functional collaboration with
the purpose of solving market and technical issues that will lead to achieving high speed and
performance (Tajeddini, et al., 2017; Zahra et al., 1995). Importantly, previous studies have
equally argued that organizations with enhanced interfaces between research and development
and marketing departments are able to achieve their technological capacity efficiently than their
competitors through identification of product innovation. As equally noted by Gaur et al.,
(2011) when there is a high level of coordination among departments, facilitation and sharing
of important information may be achieved as this will help the organization to quickly and
efficiently respond to the stimuli in an external environment (Tyler & Gnyawali, 2002). In fact,
a single department has very limited strength while integration of different departments can
help to accomplish higher order achievements which might elude or not within reabn or
capacity of a single unit (Ruekert & Walker, 1987). In fact, many studies have supported the
connection between innovation and coordination (Augusto & Coelho, 2009; Damanpour,
1991).

However, the benefits of internal functional coordination in improving the performance of an
organization have been challenged as other studies have argued against it and do not give
significant support for a positive relationship. This has equally been supported by others who
asserted that internal functional coordination has no correlation with product innovation and
performance (Hubnerovd, et al., 2020; Lukas & Ferrell, 2000), while Gatignon and Xuereb
(1997) observed similar trend. The possible reason for such a relationship as observed by Lukas
and Ferrell premised on the fact that as the quantity of functional units that are involved are
increasing, the stress that may be involved may also increase, and the only way to overcome
this challenge is to avoid projects that are not familiar and innovative in nature. Another
possible reason is that, since internal functional coordination requires that diverse views are
merged (Auh & Menguc, 2005), extremely innovative concepts may lose their ‘innovation' as
a result of the conciliations which came about in the course of coordination. The author also
argued that there is a tendency for internal functional coordination to fail since it also advocates
exploitation of pool of talents and can therefore inhibit innovativeness. As a result, the
following effects can be predicted:

H3: There is significant effect of internal-functional coordination on firm performance.
H6: There is a significant and positive relationship between internal coordination and product
innovation of SMEs in Saudi Arabia.

Product Innovation (PI)

The accelerating changes in the economic environment, fields of science and technology,
globalization and its challenges, changing customer demands, unstable market conditions, and
increasing product competition on the market have compelled organizations to enhance their
competitive performance (Najafi-Tavani, et al., 2018). This in turn has made innovation for
organizations the main pillar of survival under multiple circumstances (Schoemaker, et al.,
2018). Because product is the key element, the most important of all marketing mixture
elements for organizations for achieving their goals with success and superiority over
competitors, it has become mandatory to innovate products in terms of quality, function and
constant marketing strategies in order to invade market, gain customer satisfaction and achieve
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more product demand (Ramadani, et al., 2019; Al-Barry ,2009). The economic and social
justification for product innovation depends on the ability to satisfy current and potential
consumers’ needs and meet the assigned responsibilities (Anwar, et al., 2020). For Bustinza, et
al., (2019) and Aqili and Nasser (2010), product innovation means introducing or improving
products, processes, or services for the market, and therefore it represents one or all of the
following things: A completely new product, improvement of a product on the market, a
completely new process and improving an existing process. Shukal et al., (2010) define
development as "inventing new ideas and converting them into marketable value in the form
of new products or new technologies, as well as improving existing products through
modifications”. New combinations are being sought to create integration between them and
the available potentials for development”. Based on the above, (Baron & Kenny, 1986)
illustrate that the mediation happens if the independent variable explains a specific variation in
the mediator variable, which in turn interprets a specific variation in the dependent variable.
That is, the mediator variable carries the effect of the independent variable into the dependent
variable. According to that, Suliyanto and Rahab (2012) recommended the inclusion of
innovation to mediate in the relationship between MO and firm performance. Alongside an
increased interest in literature on the relevance and impacts of the market guidance strategy,
the debate on its impact on an innovative business and firm performance has been re-
established. There has been debate over whether the majority of market-oriented businesses are
less receptive to innovation or simply modify well-known products to meet customer
requirements rather than embarking on more radical projects (Prifti, & Alimehmeti, 2017). As
a result, Product innovation is one of the key instruments of growth strategies for entering new
markets, increasing existing market share, and providing the company with a competitive edge.
Thus, in these instances, as with SME organizations, it is best to assess a source of competitive
advantage based on product and process innovation rather than simply on market position (Ali
et al., 2017; Slater, 1996). To continue to fulfill their roles in an age of constantly changing
technology and markets, they can be flexible, diversified, and inventive (Sahoo & Yadav, 2017;
Vazquez et al., 1998). Previous empirical studies have shown that product innovation is one of
the strategic priorities that have a positive and significant impact on the relationship between
market orientation and firm performance (Sahoo & Yadav,2017; Buli, 2017; Sciascia, et al.,
2014; Shehu & Mahmood, 2014; Boso et al., 2013; Kraus, et al., 2012). On the other hand,
some authors found that product innovation has a negative effect on the relationship between
market orientation and firm performance (Arunachalan, et al., 2013; Andersen, 2010; Naldi, et
al., 2007). All these discrepancies in the results of previous studies constitute a research gap
that must be studied and confirmed, so this research will examine the mediating effect of
product innovation on the relationship between market orientation and firm performance. This
discussion leads to the following hypothesis:

H7: There is mediating effect of product innovation between the relationship of consumer
orientation and firm performance

H8: There is mediating effect of product innovation between the relationship of competitor
orientation and firm performance

H9: There is mediating effect of product innovation between the relationship of internal-
functional coordination and firm performance

H10: There is significant effect of product innovation on firm performance.
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Marketing Ethics (ME)

In general, ME represents Social and professional practices and standards which the marketing
managers are expected to use in order to help them develop, implement and monitor the
strategies. (Hollensen, 2003). In addition to that, Abbas, et al., (2019) and Laczniak, & Murphy,
(2006) illustrated that marketing ethics is the principles and standards that define acceptable
behaviour in marketing as defined by the general public, government legislators, competitors,
and organizations. Specifically, Dunfee et al. (1999) added that marketing ethics is an
application field that includes moral principles underlying operation and marketing regulation.
It is therefore a process in which companies generate customer interest in products and services,
generate stakeholder value and build strong relationships with customers. In today's business
world, managers also have to judge what is right or ethical to do in addition to general
decisions. It's not a simple task, Johnson (1981) shows that difficulty is generally accompanied
by a negative result in the making of ethical choices, sometimes good and bad, as well as a
desired result (Ferrell, & Ferrell, 2021). Furthermore, marketing ethics focuses on how
consumer behavior affects ethical issues when buying. Marketing ethics is a place of ethics that
deals with the moral principles behind the operation and law of advertising areas such as
advertising ethics, product characteristics and environmental ethics, so it plays an important
role in the company's boom (Tsalikis, & Fritzsche. 2013).

Simultaneously, marketing ethics is an important factor that managers can employ to build
ethical and moral practices in the organizations, sustain performance, and maintain competitive
advantage (Madu, 2012). This is also in line with the arguments of Alhyaly, M. (2019); Adi, &
Adawiyah, (2018); Cameron and Quinn (2011); Sower, & Sower, (2004); Hunt, S. D., &
Laverie, D. A. (2004) and Hunt, & Vasquez-Parraga, (1993) Gordon and Ditomaso (1992) who
also assert that strong marketing ethics has a powerful effect on the performance of the
organization either in the long run or short run. The marketing ethics has been suggested for
the performance of the organization (Marri et al., 2013). This is very important because many
companies face ethical problems in the present business environment and thus affect their
performance and in many cases become a threat to their survival (Manan et al., 2013; Marri et
al., 2013). Almost, marketing ethics, as a mediator, can have a suitable mechanism that can
explain the relationship between market orientation and organizational performance and
resolve the inconclusive findings in the previous literature. In other words, marketing ethics is
regarded as the instrument that will provide an explanation for how and why the relationship
between market orientation and organizational performance exists (Ferrell, & Ferrell, 2021).
In this regard, the inconsistent results concerning MO-firm performance link combined with
the scarcity of studies in SMEs sector indicates the existence of a gap in the literature.
Therefore, empirical evidence is necessary to fill this gap. That being the case, this study
attempts to investigate the possibility of applying this strategy in SMEs in a scientifically
studied manner, and in harmony with its work environment, since most of the top management
of these companies have trends towards developing their marketing activities by adopting
contemporary strategies in order to serve the market and customers as well. Based on the above
discussion, following hypothesis is raised:

H11l: ME as a moderator effect positively on the relationship between consumer orientation
and firm performance

H21: ME as a moderator effect positively on the relationship between competitor orientation
and firm performance

H13: ME as a moderator effect positively on the relationship between internal-functional
coordination and firm performance
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H14: ME effect positively on firm performance.

Firm Performance

The last two decades have seen an increase in interest among researchers and scholars in the
issue of performance measurement and management (Ali, et al.,2017). Because the importance
of performance explains how a company performs (Hoque, 2018). According to Madrid-
Guijarro, et al., (2020), the performance measures can give companies accurate information on
how performance affects and how companies use and resource planning, build the best
strategies, pay attention to consumer preferences, and compete in the most effective manner
possible. To create a comprehensive assessment of a business's performance, Venkatraman and
Ramanujam (1986) proposed a financial and operational performance model for the business
measures. In addition, Gunasekaran, A., & Kobu, B. (2007); Teeratansirikool, L., Siengthai,
S., Badir, Y., & Charoenngam, C. (2013) Taouab, O., & Issor, Z. (2019) concluded that five
categories of measures can be described as performance; “operational measures (including non-
financial variables such as market proportions and customer satisfaction); accounting measures
(based on financial data); survival measures (long-term organizational performance); market-
based measures (market o value ratios) (adjusted accounting measures)”. On the other hand, in
assessing firm performance (Kaplan & Norton, 1992, 1996) introduce the Balanced Scorecard,
a strategic model for evaluating the company's performance.

Furthermore, Kaplan and Norton (1992) argued that financial management alone would be
inadequate to evaluate the competitive position of an organization. As a result, the balanced
scorecard strategy retained financial value while adding three non-financial metrics — client,
internal processes, and learning and growth (Kaplan & Norton, 1992, 1996). Similarly, several
studies have suggested that performance evaluations should incorporate both financial and non-
financial metrics (Ali etal., 2017; Gronum, et al., 2012; Hilman, 2009; Kaplan & Norton, 2000;
MacDougall & Pike, 2003). The firm performance of this paper is a subsection of corporate
efficiency covering financial and non-financial outcomes. On the basis of the above, a
theoretical gap has been identified in the literature reviewed that has to be filled as shown by
the conceptual model. In particular, the literature has shown that all the structure of the paper
has a relationship with the organization's performance. First, MO influences the performance
of the company. Some literature report that the variables are positive, while some report that
they are negative. As a result of this mixed result, the literature serves as the impetus for this
study, which seeks to further explain the relationship between MO and SME performance.
Product innovation and marketing ethics have also been introduced to further reinforce these
relationships.
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New Conceptual Framework
Based on the literature review and subsequent hypotheses. To help explain the relationship
between the study's variables, the following conceptual model was developed.

Product Innovation

YVY

Consumer orientation 7y

Firm
Competitor orientation

Performance

Internal functional y'y

coordination

Marketing Ethics

Figure 1: Conceptual Framework

The framework has been created based on the relationships between MO, PI, ME, and SMEs.
This correlation is supported through resource-based theory, which ensures on the current
internal resources and capability are active in affecting on firm performance. This assumption
is built on the principle that an organization can outperform its competition in the market by
making better use of its resources. Furthermore, existing research suggests that product
innovation can act as a mediator between MO and small and medium-sized enterprises, which
contributes to the explanation of the relationship in contrast to the literature's mixed findings.
More so, marketing ethics acts as a moderator in the relationship between market orientation
and SME performance in order to strengthen the connection between the variables of interest.
The framework depicted in Figure 1 is consistent with previous scholars' recommendations
(e.g., Ali, et al., 2020; Jabeen et al., 2014; Shehu & Mahmood, 2014; Raju et al., 2011; Baron
& Kenney, 1986). Product innovation, as a mediating variable, can be used to determine the
effectiveness of a business's performance. Furthermore, a positive attitude toward marketing
ethics influences the successful implementation of market orientation. A result of this paper is
the introduction of a novel research model that will guide SMEs for the first time in making
sense in terms of previous research and theories.

Conclusion

This research paper established a new theoretical framework for connecting MO, PI, ME, and
firm performance. Notably, this study makes a significant contribution to the domain of
research by establishing a framework for explaining the influence of MO on the Small and
medium-sized enterprises. Additionally, this research is rare in that it elucidates the possibility
of operating product innovation as a mediator, in addition to the role of marketing ethics as a
moderator in the MO -SMEs relationship. One of the study's objectives is to increase managers'
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awareness of the importance of MO, PI, and ME in order to help their organizations improve
their performance and competitiveness.

Limitation and Future Research

Nonetheless, this study, like all others, has limitations. To begin, because this is a theoretical
paper, upcoming research should empirically prove the study's claim. Second, this model is
focused on SMEs; future research should verify its validity in larger companies and different
sectors.
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