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ABSTRACT

In market-oriented businesses, market orientation holds a significant
position as a business concept focused on recognizing and meeting
customer needs (the market). Given the interest in this subject, it is
essential to identify and analyze the factors influencing the development
of market orientation dimensions (market orientation - MO), conceptualized
according to the model proposed by Kohli and Jaworski (1990), and
their impact on increasing MO. Based on available literature and previous
empirical research, the following factors have been identified to assess
their influence on market orientation: professionalization of management
in SMEs, quality of communication/dissemination of market information
within the company, performance measurement of management staff in
SMEs, and their material rewards. This research was conducted on a
sample of 26 SMEs in Split-Dalmatia County, Republic of Croatia,
using statistical methods of descriptive statistics, correlation, statistical
testing, and clustering. Non-parametric statistics were used to overcome
certain limitations of the small sample size. The results are discussed in
the context of developing entrepreneurial infrastructure and public
policies to support entrepreneurship.
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1. Introduction

Small and medium enterprises (SMEs) in the
Republic of Croatia constitute the largest share of
businesses (over 99%), have the largest share in total
revenues, employment, and export activities, and sig-
nificantly contribute to economic growth and devel-
opment (CEPOR, 2020, pp. 6-7). SMEs are often
highlighted as generators of new ideas, recognizing
and better exploiting entrepreneurial opportunities
in the market compared to larger companies, thus
contributing to the growth and prosperity of the
national economy and creating additional capital
(Nichter and Goldmark, 2009; Buli, 2017). However,
it is a fact that SMEs are the most vulnerable group,
operating in an environment of uncertainty and risk,
leading to a high rate of growth and failure (Buli,
2017). Throughout their lifecycle, SMEs face numerous
challenges: limited access to financing and markets,
limited access to appropriate technologies and lack of
technical knowledge and skills, insufficient under-
standing of international markets and production
technologies, low productivity, lack of entrepreneurial
competencies, and poor product quality. According
to GEM research results (Singer et al., 2021), several
components of the entrepreneurial environment in
Croatia do not encourage the strengthening of entre-
preneurial capacities in society, particularly an inadequate
legislative framework, barriers to entering new markets,
insufficient collaboration between science and business
practice, and inadequate representation of entrepre-
neurship programs at the formal levels of primary
and secondary education. Two components that are
assessed as encouraging are the development and
quality of physical infrastructure.

A significant problem in overcoming the lack of
capabilities and environmental constraints requires
more outstanding commitment from SMEs to under-
stand customer needs and the potential for their satis-
faction, as well as the ability to exploit good business
opportunities in their environment (Buli, 2017, p.
13). This strategic/business concept focuses on the
customer and fulfilling their needs, known as market
orientation (MO). To better understand the business
philosophy and market behavior of many successful
companies applying the MO concept, Jaworski et al.
(2000) propose two approaches to MO: a market-
driven approach and a market-driving approach. According

to the same authors (Jaworski et al., 2000), the mar-
ket-driving approach refers to discovering market
needs and aligning internal capabilities to satisfy them
based on generating innovations. In contrast, the mar-
ket-driven approach is based on a more radical application
of innovations in products, creating unique systems or
models, channels, and services (Kumar et al., 2002).
Indeed, to be market-driven strategic is seen when a
specific enterprise’s operational resources such as market
orientation, competitive intensity and technological dy-
namics equip entrepreneurs or managers with market
information, such fits the strategic process for SMEs to
attain high growth (Halliru, 2016). However, it s difficult
to expect that SMEs in Croatia or the wider region will
focus on market driving given the numerous issues
mentioned above. Therefore, the first step in researching
their market orientation (MO) is determining how
SMEs apply a customer-oriented concept based on
existing customer needs. A higher level of market ori-
entation in SMEs should result in better performance,
facilitating survival and development.

The literature over the past thirty years is rich with
findings from many authors focused on the relationship
between market orientation and business performance
(Chen-Ho Chao and Spillan, 2010), as well as those
that have not shown reliable assessments of the observed
variables, for example, Jaworski and Kohli (1993). The
concept of market orientation (MO) has significantly
evolved recently, reflecting the dynamic challenges
faced by SMEs. Recent studies highlight the key role of
digital transformation in enhancing MO, emphasizing
the use of information technology tools, especially big
data analytics (Orero-Blat et al, 2024). In addition,
there is a need to include the concept of sustainability
to the MO theoretical framework, as SMEs are in-
creasingly evaluated based on their social and environ-
mental responsibility. For instance, Hanaysha and Al-
Shaikh (2024) found that entrepreneurial orientation
and market orientation significantly influence business
sustainability and corporate reputation in SMEs.

This empirical study was conducted on a sample
of 26 SMEs from Split-Dalmatia County in the Re-
public of Croatia, aiming to determine which group
of factors contributes to increasing the market ori-
entation of small and medium enterprises (SMEs)
in various market environments in the broader region
of Southeast Europe, representing a specific problem
of this research.
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This paper analyzes the factors influencing the de-
velopment of market orientation dimensions (MO)
conceptualized according to the model of Kohli and
Jaworski (1990) in SMEs in Split-Dalmatia County,
Republic of Croatia. The factors considered are: a)
professionalization of managementin SMEs, as a critical
factor in the growth and development of small compared
to medium and large enterprises, as predicted by the
SME lifecycle model; b) quality of communication/dis-
semination of market information within the company,
as a critical determinant of potential marketing success
in SMEs, derived from the chosen theoretical orien-
tation of Kohli and Jaworski (1990), i.e., Jaworski
and Kohli (1993 ), based on market information; c)
performance measurement of management staff in
SMESs; and d) their material rewards, as potentially
significant factors for attracting competent management
staff and motivating them, which is directly related
to the potential for professionalizing management.

The results of the empirical research can provide
valuable and concrete information to entrepreneurs
and managers in the observed SMEs and those in the
broader region to be more competitive in the market
and to policymakers to create an environment that en-
courages providing adequate support to SMEs.

The following sections present a literature review
(onthe development of marketing concepts and market
orientation, various approaches in defining these terms,
and, based on previous theoretical and empirical
findings, the relationship and impact of market orientation
on SME success. Small and medium enterprises are
defined, an analysis of the situation, perspectives, and
entrepreneurial environment in Croatia is presented,
as well as the specifics of SME operations in the
observed sample of enterprises), the research method-
ology is outlined, the obtained research results are pre-
sented, followed by a discussion, conclusion and im-
plications, and a review of the literature used.

2. Literature review

2.1. Marketing concept and market orientation in
SMEs

The marketing concept gained significant attention
in the mid-20th century. The demands of the business
environment, increasing competition, and turbulent
changes, including customer perception and behavior

68

since the 1950s and 1960s, form the basis for the
emergence of the marketing business concept, which
focuses on customers and satisfying their needs and
desires (Grbac and Lon¢ari¢, 2010). The literature
presents various viewpoints on marketing as a business
concept. Felton (1990) defines the marketing concept
as a way of thinking or acting in a company that
requires the integration and coordination of all
marketing activities, including their connection to all
business functions in the company, to achieve maximum
profits. McNamara (1972) offers a broader view,
defining marketing as a business philosophy that em-
phasizes customer orientation, profit orientation, and
the importance of marketing in communicating market
needs with all business departments. According to
Kohli and Jaworski (1990), the traditional definitions
imply that the marketing concept can be explained
through three constructs: a) customer orientation,
b) coordinated marketing, and ) profitability. However,
Barksdale and Darden (1971) argue that traditional
marketing thinking has limitations and needs to arrive
to a more operational definition of the marketing
concept, further laying the foundation for the theoretical
construct of market orientation.

Until the early 1990s, little attention was given to
implementing the marketing concept and the relevant
implementation factors (Felton, 1959; Lear, 1963;
Webster, 1988). The marketing concept at that time
was exclusively linked to the marketing function, and
the term "marketing orientation” was used for such
an approach to business. However, this approach had
its conceptual limitations, leading to a newer approach
that focused more on implementing the marketing
concept in a company. This new business approach
was called market orientation. Most authors consider
this construct to represent the implementation of the
marketing concept (Kohli and Jaworski, 1990; Dlaci¢,
2005).

From a terminological standpoint, the term "market
orientation’, as opposed to "marketing orientation"
has several distinct advantages. The most important
is that the concept of market orientation does not
focus solely on the marketing function, but includes
the importance and responsibility of all departments
for generation, dissemination and responding to
market information. The idea of ,market orientation”
emphasizes the importance and responsibility of de-
partments for satisfying customer need and acknowl-



edges the primary orientation toward the customer
needs and preferences. Nevertheless, those needs and
demands change over time, and a market-oriented
company continuously monitors all market changes
to deliver products and services of superior value (Ja-
worski and Kohli, 1993). This view is supported by
Slater et al. (2010), who emphasize the inclusion of
market information about competitors, which is used
to undertake activities aimed at creating value for
customers through continuous improvement of product
and service quality and the development of innovative
products.

In the theoretical discussion on market orientation,
Hadcroft and Jarratt (2007) highlight four schools or
approaches, based on the following common charac-
teristics:

O recognition of the importance of all stakeholders,
as well as an organizational culture focused on
satisfying customer needs and comparing with
competitors;

O focusing on creating and delivering superior
benefits for customers;

0 emphasizing collection, distribution, and re-
sponse to market information, reliance on em-
ployee behavior norms, organizational systems
and processes and

O coordination of business functions (depart-
ments), adaptive organizational structures, and
top management support.

On Lafferty & Hult (2001), in their theoretical
discussion of market orientation, suggest that there
are five schools or approaches that explain the construct
of market orientation differently:

O the decision-making approach;

O the market information approach;

O the behavior-based organizational culture ap-
proach;

O the strategic approach;

O the customer orientation approach.

The first approach in the theoretical consideration
of market orientation, proposed by Shapiro (1988),
emphasizes the importance of spreading information
about markets and customers among different functions
(departments) in the company. It highlights that clear

communication, collaboration, and coordination
among functions (departments) result in a more sig-
nificant commitment to making and implementing
strategic and tactical decisions. Poor coordination in
a company can lead to incorrect decisions regarding
resource allocation and the exploitation of business
opportunities in the market, which applies not only
to customer orientation but also to competitor orien-
tation.

Perhaps the most significant theorists of market
orientation, Kohli and Jaworski (1990), explain market
orientation in terms of generating market information
about current and future customer needs, disseminating
it among departments, and responding to that infor-
mation. This theoretical consideration focuses on
market information, which also includes information
about competitors and all exogenous factors in the
external environment that may affect purchasing pref-
erences and tendencies.

In the approach proposed by Slater and Narver
(1995), organizational culture is considered inherent
to market orientation, due to the significance of the
behavioral component in customer orientation. Or-
ganizational culture represents a system of values,
beliefs, and norms that determine and guide organi-
zational behavior within the company (Deshpande
and Webster, 1989). This school of market orientation
identifies three behavioral components: a) customer
orientation, b) competitor orientation, and c) inter-
departmental coordination within the company. The
first two components emphasize the importance of
gathering market information, focused on customers
and competitors. The third component emphasizes
the dissemination of market information among
functions (departments) in the company. This ap-
proach assumes that organizational culture determines
behavior, ultimately affecting business performance.

Ruekert (1992) approaches market orientation
from a strategic perspective, utilizing specific dimen-
sions of market orientation proposed by Kohli and Ja-
worski (1990), as well as Narver and Slater (1990).
Ruekert argues that a company's level of development
of market orientation should be viewed in terms of
how business units acquire and utilize market information
about customers, create and develop strategies, and im-
plement strategies in response to the gathered customer
information. According to this approach, the level of
market orientation development should be considered
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concerning strategy choice and resource allocation.

Deshpande and Webster (1989) discuss market
orientation exclusively in the context of customer ori-
entation. They argue that market orientation should
be viewed as part of the company's overall corporate
culture, which prioritizes customer interests. They stress
that the importance of other stakeholders (such as
owners, managers, and others) should not be sacrificed
to profitability. A company’s corporate culture represents
the values and beliefs the company aspires to, while its
behavioral component is directed toward undertaking
specific activities within the company (Jer¢inovi¢,
2019).

This paper will use Kohli and Jaworski's (1990)
approach to market orientation. According to these
authors, market orientation relies on the previously
mentioned dimensions that are equally applicable to
marketing and market orientation concepts. The ex-
planation of the customer orientation should include
actions related to gathering information about customers
and their needs. Coordinated marketing emphasizes
the importance of integrated and coordinated action
among all departments, aimed at understanding and
addressing customer needs, to be achieved through
the appropriate dissemination of market information
across an organization. The ultimate activity of the
market information-based approach relates to the
response to the collected and disseminated market in-
formation, implying the active role and focus of all de-
partments on the customers’ needs.

However, upon implementing the market orientation
concept, the issue of company profitability arises, which
is regularly observed as a consequence of effective mar-
keting and market orientation (Levitt, 1960). Kotler et
al. (2014) also emphasize that a company can achieve
its organizational goals by understanding consumer
needs better than its competitors, thereby finding the
right products for its customers. This indicates that the
predominant focus of market orientation is on customer
orientation and the coordination of marketing activities
based on market information (Kohli and Jaworski,
1990, p. 3). In other words, market orientation involves
generating, disseminating, and responding to market
information at all levels of the company.

Jaworski and Kohli (1993, p. 54) discuss three orga-
nizational factors within the company, which might
facilitate or hinder the market orientation implementation.
They hierarchically divided these organizational factors
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into top management, interdepartmental dynamics, and
organizational systems. Along with the need for top man-
agement support for market orientation, there is a need
for interdepartmental dynamics (Kohli and Jaworski,
1990, pp. 9-10; Jaworski and Kohli, 1993, pp. 55-56),
which is observed through interactions and relationships
among the departments. Conflict is one of the factors
that can disrupt communication and collaboration among
departments, thus hindering the implementation of
market orientation of an entire organization. In contrast,
integration and coordination of all departments facilitates
communication and collaboration, enabling the organization
to function as a cohesive whole, which is a prerequisite
forimplementing market orientation. Jaworski and Kohli
(1993, p. 63) observe organizational systems through
three structural dimensions: formalization (the existence
of standardized rules and procedures), centralization, and
departmentalization (the number of departments). Their
results indicate that formalization, centralization, and de-
partmentalization do not affect market orientation. It is
suggested that market-oriented companies strive for stan-
dardized rules and procedures, decentralized decision-
making, and good mutual communication and cooperation.
Reducing conflicts among functions is also emphasized,
which can be achieved through various activities, such as
training programs and aligning interests within the
company.

The system for measuring and rewarding employees
(Jaworski and Kohli, 1993, p. 63) is also explored as an
essential organizational factor in the market orientation
of companies. Webster (1988) focuses on the criteria for
evaluating and rewarding managers, noting that inappropriate
reward systems are primarily based on (short-term) prof-
itability and sales rather than relevant market criteria,
such as customer satisfaction. Therefore, it can be expected
that market-oriented companies with a well-developed
system for evaluating and rewarding managers will be
more proactive in generating and distributing market in-
formation and responding to it.

2.2. The impact of market orientation on SME
performance

The literature over the last thirty years is rich with
various findings from many authors who have focused
on the relationship between market orientation and
the business performance of enterprises (Chao and
Spillane, 2010; Jaworski and Kohli, 1993; Narver and



Slater, 1990). Although a positive relationship among
those variables can be expected at all times, a study
by Jaworski and Kohli (1993, pp. 63-64) showed
mixed empirical findings concerning this relationships.
These authors found a significant relationship between
market orientation and overall business performance,
using subjective performance measures. However,
they found no direct link between market orientation
and performance, when assessing performance using
measures based on specific (objective) indicators,
such as market share. These findings can be viewed in
broader research on the impact of various managerial
tools on business performance. Specifically, the literature
identifies two criteria for measuring business per-
formance: based on managerial judgment and objective
indicators, such as those, based on accounting metrics.
In this context, it can be expected that a conversion
from subjectively to objectively measured performance
will be observed (Venkatraman and Ramanujam,
1987). Additionally, it can be stated that there is a
critical level after which nonfinancial performance,
often measured by using the subjective judgment,
begins to convert into financial performance (Ittner
and Larcker, 1998).

Since most of those studies have been conducted
on large enterprises samples, specific characteristics
can be expected for the relationship of the observed
constructs in small and medium enterprises (SMEs).
Pelham and Wilson (1995) believe that market orien-
tation can be crucial for SMEs, provided that they
rarely possess the necessary financial and other resources.
Narver and Slater (1990) concluded that specific
strategic units of large enterprises are successful,
regardless of a lower level of market orientation, because
they have a competitive advantage of lower costs. This
could lead to the conclusion that market orientation is
essential but that in the case of large enterprises, its
absence can be compensated by other resources not
necessarily available to SMEs.

A comparative study conducted by Chao and
Spillane (2010) on a sample of US and Taiwanese
SMEs shows the limited application of the marketing
concept and its impact on business performance. The
findings highlighted the significance of only one com-
ponent of market orientation—responsiveness (reaction
to market information), which may indicate that the
agility of SMEs in responding to market information
is a crucial aspect of their marketing capabilities.

Buli (2017, p. 14) analyzed a sample of manufac-
turing SMEs and confirmed a significant impact of
market orientation on SMEs' business performance
and competitiveness. Similar findings were supported
by Rajuetal. (2011) and Renko etal. (2005). Jaworski
and Kohli (1993) argue that the relationship between
market orientation and business performance should
be viewed independently of the environmental influ-
ences, since they are characterized by market and
technological changes and the intensity of competitive
struggle. On the other hand, Narver and Slater (1990,
p-27) conclude that the relationship between market
orientation and business performance is more robust
in markets, characterized by lower growth rates and a
strong impact of competition. They conclude that
enterprises should begin developing market orientation
promptly, ie., while there are still no threats from
external environmental factors. According to Kohli
and Jaworski (1990), for a more effective implemen-
tation of market orientation as a business strategy, it
is crucial to understand the market environment in
which the enterprise operates, ultimately resulting in
better customer satisfaction (Spillane et al., 2009, p.
141). In this context, Pelham and Wilson (1995)
posit that SMEs should leverage their potential ad-
vantages over large enterprises, which include flexibility,
greater adaptability to market needs, good customer
relationships, and other. Buli (2017, p. 14) also shows
that four out of five observed dimensions of entre-
preneurial orientation (autonomy, competitive ag-
gressiveness, proactivity, and risk-taking) have a direct,
but partial impact on business performance. In a study
of manufacturing SMEs (Pelham, 1999), it is suggested
that market orientation has a positive and significant
relationship with business performance, measured by
both financial and nonfinancial indicators, such as
marketing effectiveness, sales growth, market share,
and profitability.

2.3. Definition of SMEs in the Republic of Croatia

The criteria for defining SMEs in the Republic of
Croatia are determined by the Accounting Act and the
Act on Encouraging the Development of Small Business.
The Accounting Act* classifies entrepreneurs/companies
based on size. It divides them into micro, small, medium,

* Accounting Act NN 85/24, in effect since 27 July 2024,
https://www.zakon.hr/z/118/Zakon-0-ra%C4%8Dunovodstvu
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and large enterprises, depending on the threshold
values of total assets, total revenue, and average em-
ployment achieved during a specific business year. Ac-
cording to this law, SMEs meet two out of three criteria
during a specific business year, related to the value of
total assets, total revenues and the maximum number
of employees.

The Act on Encouraging the Development of Small
Business® defines entrepreneurs/companies as business
entities (natural and legal persons) that are autonomous
in their operations and engage in specific economic
activities primarily to generate economic benefits
(profit or income) in the market. According to this
law, entrepreneurs/companies are defined as legal
and natural persons who do not employ more than
250 workers during a specific business year, are au-
tonomous in their operations, achieve average revenues
equivalent to up to S0 million EUR, and have total
assets equivalent to up to 43 million EUR.

However, the criteria for total revenue and total
assets in these two laws are still not aligned, particularly
in the Accounting Act, according to the recommendations
provided by the European Commission. Following
Croatia's accession to the EU, there is an agreement on
using categorization criteria based on the size of SMEs.

3. Methodology of empirical research
3.1. Research questions and hypotheses

The research problem of this study is formulated
in terms of analyzing the factors that influence the
development of the dimensions of market orientation
(MO), conceptualized according to the model of
Kohli and Jaworski (1990) in SMEs in the Split-
Dalmatia County of the Republic of Croatia. Con-
sidering the logic of the life cycle of SMEs (Smith et
al,, 1985), it can be realistically assumed that the
key challenges of implementing and developing the
dimensions of MO relate to factors that prove to be
critical determinants in the transition toward more
matures business lifecycle stages. In the context of
transition from the entrepreneurial to the formalization
and professionalization lifecycle stages, the role of

* Act on the Promotion of Small Business Development NN 29/02,
63/07, 53/12, 56/13, 121/16, in effect since 31 December 2016,
https://zakon.hr/z/527/Zakon-o-poticanju-razvoja-malog-
gospodarstva
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introducing professional management in SMEs
should be considered concerning the development
of MO.

Assuming that the professionalization also affects
the quality of communication and information dis-
semination, there should also be significant conse-
quences for improving MO. The additional factors,
considered in this study, also concern the formal-
ization of business practices through the introduction
of systems for formal performance measurement
and material reward for management performance,
which can also be expected in the transition toward
the more mature organizational lifecycle stages.
Therefore, the following research questions are
posed:

0 How does introducing professional management
in SMEs in Split-Dalmatia County affect the per-
formance and development of MO dimensions?
O How does the quality of communication and
information in SMEs in Split-Dalmatia County
affect the performance and development of MO
dimensions?

0 Is introducing a formal performance measure-
ment system in SMEs in Split-Dalmatia County
impacting the performance and development of
MO dimensions?

O Does introducing a reward system for manage-
ment performance in SMEs in Split-Dalmatia
County impact the performance and development
of MO dimensions?

‘We also wanted to examine the level of management
orientation toward other organizational stakeholders,
which could be considered a measure of a broader
understanding of MO in SMEs, taking into account
not only the customers’ needs, but also stakeholder
expectations. Through this dimension of a broadly
defined MO, it could be argued that it relates to the
interest in "leading the market". Therefore, an additional
research question is also posed:

O What is the orientation of SMEs in Split-

Dalmatia County toward other stakeholders (be-

sides customers), and how does it affect the per-

formance and development of MO?

Following the theoretical expectations arising

from the logic of the SME life cycle (Smith, Mitchell,



and Summer, 1985) and the extended orientation to-
ward external stakeholders, the following research
hypotheses are formulated:

O Hypothesis H1: Introduction of management
professionalization significantly affects SME MO
performance in Split-Dalmatia County.

0 Hypothesis H2: 'The quality of communication/in-
formation flow in the company significantly affects
SME MO performance in Split-Dalmatia County.
O Hypothesis H3: Performance measurement of
management in the company significantly affects
SME MO performance in Split-Dalmatia Coun-
ty.
) Hypothesis H4: Establishing a reward system in
the company significantly affects SME MO per-
formance in Split-Dalmatia County.

0 Hypothesis HS: There is a significant difference
between SMEs regarding their level of MO, which
determines the orientation of SMEs toward cus-
tomers and other key stakeholders of the compa-

ny.

Table 1
Sample structure by legal form

3.2. Empirical methodology and sample

The empirical research was conducted on a con-
venience sample of SMEs in Split-Dalmatia County,
by using an online research instrument—a survey set
up on Google Forms. The survey link and an invitation
for cooperation were sent to company emails, using a
database of registered SMEs in Split-Dalmatia County,
available through the Croatian Chamber of Economy
(HGK), as well as through personal contacts. The
total number of 26 questionnaires were received, con-
stituting the final sample of respondents’/business en-
tities. Given the convenience type and a small size of
the sample, non-parametric tests are used, since the
statistical assumption of normal distributions is not
met.

Table 1 shows the sample structure by legal form.
Most surveyed companies are limited liability companies
(d.0.0.) - 22 or 84.6%. This is followed by simple
liability companies (j.d.0.0.) - 2 or 7.7%. A negligible
number of companies (1 business entity or 3.8%) are
crafts and joint-stock companies (d.d.).

Frequency % Valid % Cumulative %
Crafts 1 3,8 3,8 3,8
Simple limited liability companies (jdoo) 2 7,7 7,7 11,5
Limited liability company (doo) 22 84,6 84,6 96,2
Stock ownership company (dd) 1 3,8 3,8 100,0
Total 26 100,0 100,0

Notes. Research results.

As demonstrated by Tables 2 and 3, regarding
the criteria for defining small business entities, the
average number of employees and annual total busi-

ness revenues, most surveyed companies belong to
the group of small entrepreneurs.

Table 2
Sample structure by the number of employees
Frequency % Valid% | Cumulative %
10-49 21 80,8 84,0 84,0
50-249 4 15,4 16,0 100,0
Total 25 96,2 100,0
Without response 1 3,8
Total 26 100,0

Notes. Research results.
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Table 3
Sample structure by total revenue

Frequency % Valid % Cumulative %
Valid -50 mil. Kn 25 96,2 96,2 96,2
50-100 mil. Kn 1 3,8 3,8 100,0
Total 26 100,0 100,0

Notes. Research results.

Data on economic activity shows that just under
half of the business entities in the sample come from
the manufacturing industry (11 or 42.3%). At the
same time, a third of the companies operate in other
sectors, such as hospitality (4 or 15.4%), construction

(3 or 11.5%), and professional, scientific, and technical
activities (3 or 11.5%). A negligible percentage of
companies are engaged in real estate activities (1 or
3.8%), financial insurance (1 or 3.8%), and agriculture,
fishing, and livestock (2 or 7.7%) (see Table 4).

Table 4
Structure of the sample by industry Frequency % Valid% | Cumulative %
Agriculture and fishing 2 7,7 7,7 7,7
Manufacturing 11 42.3 42.3 73.1
Construction 3 11,5 11,5 61,5
Transport and storage 1 3,8 3,8 65,4
Hospitality 4 154 15,4 80,8
Financial and insurance activities 1 3,8 3,8 84,6
Real estate activities 1 3,8 3,8 88,5
Professional, scientific, and technical activities 3 11,5 11,5 100,0
Total
26 100,0 100,0

Notes. Research results.

The data highlights that the majority of sur-
veyed business entities are 100% owned by a sin-
gle individual (69.2%), while a slightly smaller
number are in majority ownership by multiple
individuals with varying ownership shares
(19.2%). The sample includes a small number of
business entities that are 100% owned by an-
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other business entity (7.7%), as well as those
with majority ownership (75% or more) by an
individual (3.8%). Most surveyed companies fall
into small businesses (80.8%), while a signifi-
cantly smaller proportion pertains to medium-
sized enterprises (15.4%). The average age of
the companies is 19.22 years (see Table §).



Table §
Ownership structure of surveyed SMEs

Frequency % Valid% | Cumulative %
Person 18 69,2 69,2 69,2
Other company 2 7,7 7,7 76,9
Majority ownership of an individual 1 3,8 3,8 80,8
Multiple individuals S 19,2 19,2 100,0
Total 26 100,0 100,0

Notes. Research results.

3.3. Research instrument

The research instrument used was a survey
questionnaire, developed based on previously con-
ducted empirical studies, consisting of three parts.
The first part contained demographic variables,
which included questions about the essential char-
acteristics of the companies, such as legal form and
type of business, average number of employees,
annual sales revenue, age of the company, and own-
ership structure.

The second part of the research instrument
(questionnaire) included 13 items measuring re-
spondents' attitudes towards SMEs' level of market
orientation implementation. The items were adapted
from the MARKOR research instrument (Kohli et
al,, 1993). To form attitudes toward marketing ori-
entation, the items were divided into three groups,
according to the market information MO framework
(see Appendix for exact wording of the items). All
items were measured using a traditional 5-point
Likert scale (1 = strongly disagree, 3 = neutral, 5 =
strongly agree).

The third part of the research instrument (ques-
tionnaire) consisted of eight items analyzing the
characteristics of SMEs in terms of market orientation
and management through phases of business de-
velopment. Relevant items measured respondents’
perceptions regarding the delineation of the roles
of entrepreneurs and professional management, for-
mal evaluations of management performance, and

reward systems for achieved business performance,
following the logic of SME progression through
the life cycle.

3.4. Data analysis

Data processing was conducted using the SPSS
25 software package. Statistical methods include
descriptive statistics, correlation, statistical testing,
and clustering. Non-parametric statistics were utilized
to overcome limitations posed by the small sample
size.

4. Results
4.1. Descriptive statistics

The level of market orientation implementation
in SMEs was calculated for all items (see Appendix),
adapted from the MARKOR instrument, and meas-
ured by using the standardized, S-point Likert scale,
following the recommendations of Kohli et al.
(1993). There is an average level of market infor-
mation collection and generation in the observed
SMEs (mean value of 3.7143 and standard deviation
0f 0.83983) and market information response (mean
value of 3.7308 and standard deviation of 0.81524),
and alower than average value foe market information
dissemination (see Table 6).
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Table 6
Mean values of MO components

Market information collection and Market information Market information
generation dissemination response
N  Total respondents 26 26 26
Missing responses 0 0 0

Average value 3,7143 3,3846 3,7308
Median 3,9286 3,7500 4,0000
Standard deviation ,83983 1,07989 ,81524
Minimum 1,00 1,00 1,00
Maximum §,00 5,00 §,00

Notes. Research results.

By quantifying the responses from respondents, a
quantified measure of overall MO was calculated
(mean value of the three MO components values).
The mean value of the overall MO indicator was 3.6099,
with a standard deviation of 0.80524 (see Table 7).

Table 7
Mean MO construct value

Average

Analysis of key variables correlations used the
Pearson'’s linear correlation coefficient (see Table
8). There is a significant linear (positive) relationship
among all three observed MO components, which
indicates a relationship among the marketing ac-
tivities of SMEs, concerning marketing research
and generation of marketing information, internal
communication, and generating appropriate market
response through marketing management activi-

N Min. Max. value Stand. dev. ties.
MO 26 1,00 5,00 3,6099 ,80524
Valid N (listwise) 26
Table 8
Notes. Research results. Pearson's correlations among MO components
in 2:[ :nl;l;:iton Market Market
collection and information information
. dissemination response
generation
Marke.t information . fg:t{fsi(zrilesrlt 1 ,558™ ,864™
collection and generation o0 003 000
N.Iarkef inf.ormation fg:tr«;(z?esm 1 ,628™
dissemination Sig. 001
Market information Pearson's 1
response coefficient
Sig.

** Correlation is significant at the 1% level (2-tailed test).

Notes. Research results.

The normality of the distribution of quantitative
variables was tested using the non-parametric Kol-
mogorov-Smirnov test. As shown by Table 9, two out
of the three observed components of market orientation
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do not meet the normality assumption (likely due to
the small sample size), with a test reliability of 1% (p
<0.01).



Table 9
Normality distribution (Kolmogorov-Smirnov) test

Market information Market information . Marke‘t
. . . s . information
collection and generation dissemination
response
N 26 26 26
Normal parameters”® Average value 3,7308 3,3846 3,7143
Standard deviation. ,81524 1,07989 ,83983
The largest differences  Absolute ,178 216 ,154
Positive ,178 ,169 ,113
Negative -, 168 -,216 -, 154
Empirical value ,178 216 ,154
Asimp. Sig. (2-sided) ,033¢ ,003¢ ,116¢

Notes. Research results.

Therefore, further analysis used the non-parametric
statistics (Mann-Whitney and Wilcoxon Z tests). As
previously mentioned, the research questions are
grounded in the logic that observes the development
and growth of businesses through their life cycle
(Smith et al,, 1985). It is interesting to examine the
characteristics of these businesses in terms of changes
in market orientation and management, when transi-
tioning to the next stage of the life cycle, especially
concerning the professionalization of management.

4.2. Testing hypotheses

We first tested the hypothesis H1. Results of the
Mann-Whitney U test (Z = -2.104, p = 0.35) indicate
that for the third MO component (marketing response
to disseminated market information), there is a significant
difference between businesses regarding the presence

of professional management, which is a clear sign of in-
creased business maturity (Table 10). Although empirical
results show that introducing professional management
enhances all MO components, transitioning toward a
higher stage of maturity (life cycle) is significantly
associated with market information response. This result
islogical, since this phase involves the mature marketing
management activities. However, despite companies
with professional management achieving better results
in marketing research and collecting market information
(first MO component), as well as in disseminating/com-
municating this information within the company (second
MO component), no significant differences exist for
these MO components between businesses at lower
and higher life cycle stages.

While this may result from research limitations,
particularly regarding sample selection, statistical test
results indicate that hypothesis H1 is partially accepted.

Table 10
MO differences based on SME management professionalization
Low vs. high
professionalization
scores
Market information collection Differentiated
and generation Undifferentiated
Total
Differentiated
Market information dissemination Undifferentiated
Total
Differentiated
Market information response g;i;fferennated

N Middle rank Sum of ranks
7 9,07 63,50
16 13,28 212,50
23

7 10,57 74,00
16 12,63 202,00
23

7 7,64 53,50
16 13,91 222,50
23

a. Grouped by: Professionalization score: entrepreneur vs. manager.

b. Not corrected for tied values.
Notes. Research results.
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Testing of the second working hypothesis (H2)
is conducted based on the Mann-Whitney U test for
all three MO components (Component 1: Z = -
2.330, p = 0.020; Component 2: Z = -2.841, p =
0.004; Component 3: Z =-2.634,p = 0.008), consid-
ering the self-assessment of the quality of internal
communication and information flow. Empirical
results, presented in Table 11, indicate a significant
impact of internal communication on all three MO
components.

Table 11

The obtained results are logical, as internal com-
munication can theoretically be linked to a better un-
derstanding customer needs and a marketing response
to them. Employees in companies with better com-
munication possess the necessary information, find it
easier to coordinate and make decisions, and focus
on satisfying customers and their needs. Based on
the empirical results, it can be concluded that hypothesis
H2 is accepted.

MO differences based on the quality of communication/information flow

Quality of communication/

N Middle rank Sum of ranks

information flow
Market information collection Satisfactory 19 15,61 296,50
and generation Unsatisfactory 7 7,79 54,50
Total 26
) ) Satisfactory 19 16,00 304,00
x::f:;:ﬂ?:atmn Unsatisfactory 7 6,71 47,00
Total 26
Satisfactory 19 15,84 301,00
Market information response Unsatisfactory 7 14 50,00
Total 26
Market information Market information Market information
collection and generation dissemination response
Mann-Whitney U 26,500 19,000 22,000
Wilcoxon W 54,500 47,000 50,000
Z -2,330 -2,841 -2,634
Exact Sig. (2-sided) ,020 ,004 ,008
Exact Sig. [2*(1-sided Sig.)] ,018° ,004° ,008°

Grouped by: Quality of communication (information flow).

b. Not corrected for tied values.
Notes. Research results.

Statistical testing of the third hypothesis (H3)
was conducted using the Mann-Whitney U test
again. The results indicate that for all three compo-
nents of market orientation (Component 1: Z = -
2.198, p = 0.020; Component 2: Z = -2.099, p =
0.036; Component 3: Z =-2.499, p = 0.012), there
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are significant differences in the MO performance
among the groups of companies, based on the exis-
tence of a formal system for measuring managerial
performance (see Table 12). Based on the empirical
results, it can be concluded that hypothesis H3 is ac-
cepted.



Table 12

MO based on existence of managerial performance measurement

Measurement of managerial N Middle Sum of
performance rank ranks
Market information collection Yes 9 17,28 155,50
and generation No 16 10,59 169,50
Total 25
. . Yes 9 17,00 153,00
Srarket information No 16 10,75 172,00
Total 25
Yes 9 17,78 160,00
q q No 16 10,31 165,00
Market information response Total 25

Market information

Market information Market information

collection and generation dissemination response
Mann-Whitney U 33,500 36,000 29,000
Wilcoxon W 169,500 172,000 165,000
Z -2,198 -2,099 -2,499
Asimp. Sig. (2-sided) ,028 ,036 ,012
Exact Sig. [2*(1-sided Sig.)] ,027° ,043P ,014°

a. Grouped by: existence of managerial performance measurement.

b. Not corrected for tied values.
Notes. Research results.

When examining the impact of a performance-
based system for rewarding management to MO
values (H4), the empirical findings from the Mann-
Whitney U test indicate significant differences for
the 01 st MO component - market information col-
lection (Z =-2.013, p = 0.044) and the 3rd MO com-
ponent - response to market information (Z =-2.896,
p =0.004). These results demonstrate significant MO
differences based on implementing a performance-
based reward system for managers (see Table 13).

As previously noted, it is essential to consider

Table 13

that the growth and maturity of SMEs through their
life cycle can influence the implementation of marketing
activities in various ways. However, since the empirical
findings showed that the 2nd component of MO (in-
ternal communication or dissemination of market in-
formation) is not significantly different among SMEs
in different life cycle phases, this is likely a result of
the sample choice, where primarily small and younger
companies prevail. We can conclude that hypothesis
H4 is partially accepted based on the obtained empirical
findings.

MO differences based on performance-based managerial compensations

Performance-based managerial N Middle Sum of
compensation system rank ranks
Market information collection Yes 15 16,07 241,00
and generation No 11 10,00 110,00
Total 26
Market informati Yes 15 15,30 229,50
“arketiniormation No 11 11,05 121,50
dissemination
Total 26
Yes 15 17,13 257,00
N 11 8 4,00
Market information response ° 55 o4,
Total 26
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Market information Market information Market information
collection and generation dissemination response
Mann-Whitney U 44,000 55,500 28,000
Wilcoxon W 110,000 121,500 94,000
Z 2,013 -1,450 2,896
Asimp. Sig. (2-sided) ,044 ,147 ,004
Accurate Sig. [2*(1-sided Sig.)] ,047° ,164° ,004°

a. Grouped by: Existence of Material Reward System
b. Not corrected for tied values.
Notes. Research results.

The clustering method, based on the study con-
ducted by Knezevi¢ et al. (2017), was further used to
identify groups of companies with a higher and lower
MO levels. Two clusters were identified. In Cluster 1,
there are 13 companies with the following values of
the MO components: mean value of 4.19 for market
information collection, 4.21 for dissemination and
4.20 for response to market information. In Cluster
2, there are also 13 companies with mean values of
2.68 for market information collection, 3.25 for dis-
semination, and 3.23 for response to market information.
The impact of SME orientation toward external stake-
holders on the MO performance (HS) was tested, by
using the cluster membership variable and the non-
parametric Mann-Whitney U test.

Based on the empirical findings (see Table 14), it
can be concluded that SMEs with a higher level of

Table 14
MO differences based on stakeholder orientation

Cluster membership
Importance of achieving Higher importance

the interests of the owners Lower importance
Total
Importance of achieving Higher importance
the interests of the management Lower importance
Total
Importance of achieving Higher importance
the interests of the employees Lower importance
Total
Importance of achieving Higher importance
the interests of the company Lower importance
Total
Importance of achieving Higher importance
the interests of the customers Lower importance

Total

market orientation are more focused on achieving
the interests of management (Z = -2.576 and p =
0.012). There are no statistically significant differences
regarding orientation towards customers or any other
stakeholder. The results indicate that managers in
SMEs are more focused on their interests, prioritizing
them over the satisfaction of customer needs and the
interests of other stakeholders, which contradicts the
foundational principles of market orientation. These
findings suggest that surveyed SMEs are unaware of
the importance of marketing concepts and market
orientation. Additionally, owners/entrepreneurs who,
for various reasons, hire professional managers tend
to employ managers solely focused on their interests
and compensation, as demonstrated in the previous
analysis of the research results. Therefore, based on
the obtained empirical results, hypothesis HS is reject-
ed.

N Middle rank Sum of ranks
13 13,92 181,00
13 13,08 170,00
26

13 17,23 224,00
13 9,77 127,00
26

13 14,12 183,50
13 12,88 167,50
26

13 13,54 176,00
13 13,46 175,00
26

13 15,73 204,50
13 11,27 146,50
26
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Importance of
achieving the
interests of the

Importance of
achieving the
interests of the

Importance of
achieving the
interests of the

Importance of
achieving the
interests of the

Importance of
achieving the
interests of the

owners management employees company customers
Mann-Whitney U 79,000 36,000 76,500 84,000 35,500
Wilcoxon W 170,000 127,000 167,500 175,000 146,500
Z 5325 -2,576 -,446 -,035 -1,543
Asimp. Sig. (2-sided) 745 ,010 ,655 972 ,123
Exact Sig. [2*(1-sided Sig.)] ,801° ,012° ,687° 1,000° ,139°

a. Grouped by: Cluster membership according to market orientation (MO)

b. Not corrected for ties.
Notes. Research results.

S. Discussion

The insufficient adoption of market orientation
(MO) among SMEs is common. It can be argued
that these characteristics are more closely related to
the characteristics of owners/entrepreneurs, company
resources, and the operational environment (Blankson
et al., 2006) rather than external environmental
characteristics. This is similar to achieving business
results based on increased levels of market orientation
(Becherer et al., 2001). However, it is essential to
consider that the environments of transitional and
post-transitional countries are particular, with a
range of entrepreneurial motives, challenges, and
success factors, including many non-market ones
(Ramadani & Dama, 2013). This includes low
support for entrepreneurship and often inadequate
entrepreneurial infrastructure (Petkovi¢ & Tesi¢,
2013).

These results must be viewed in light of un-
derstanding SME:s as a cornerstone of economic
development and a tool for economic policy
(Cepor, 2022). Financial and nonfinancial support
for developing market orientation in SMEs is a
compelling economic policy tool, leading to higher
survival rates and business outcomes in the entre-
preneurial sector, as empirically established
(Petkovi¢ & Berberovi¢, 2013). Additionally,
through efficient processes of building and strength-
ening entrepreneurial infrastructure and enhancing
entrepreneurial competencies, the international
competitiveness of the entrepreneurial sector and
the entire national economy is also strengthened
(Lall, 2000).

Therefore, it can be confidently stated that
the issue of supporting market orientation in SMEs
is one of the critical issues in economic policies
and institutions, known to contribute to the overall
standard of living and competitiveness (Trivi¢ &
Petkovi¢, 2015). This is particularly relevant for
high-tech SMEs, where there is clear empirical
evidence for the effectiveness of public support in
this vital part of the entrepreneurial sector, especially
in the case of China (Wonglimpiyarat, 2015; Xiang
etal,, 2021), which has shown excellent results in
promoting innovation and competitiveness among
Chinese SMEs.

The results of the initial empirical research,
detailed in the conclusion of this paper, should,
therefore be viewed in a broader context of support
for SMEs, both through public policies and the
construction of entrepreneurial infrastructure.
Continuing research in this area can contribute to
a better understanding the initial conditions and
potential effects of supporting SMEs by enhancing
their marketing capabilities and other factors for
successful market entry.

6. Conclusion and implications

This study aimed to analyze factors affecting
the development of market orientation (MO) di-
mensions in SMEs in Split-Dalmatia County, Croa-
tia. The results are examined in the context of the
growth and development of SMEs, conceptualized
according to the life cycle model, and the orientation
of management structures towards stakeholders.

To operationalize market orientation, Kohli
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and Jaworski (1990) utilized the model based on
components of gathering, distributing, and re-
sponding to market information. The results
showed an average level of market orientation ap-
plication in SMEs, with a significant positive cor-
relation between all MO components, indicating
a connection between marketing activities.
Testing the research hypotheses revealed:

0 HI: Concerning the response to market
orientation, there is a significant difference
concerning the presence of professional man-
agement, partially confirming the hypothesis
HI.

There are significant implications of this finding
for marketing practice and future research. Namely,
it is possible that transitioning of SMEs through
the life cycle has varying effects on different marketing
activities. Observing this through the MO construct,
future research could examine how the growth and
development of SMEs influence marketing research
and internal communication concerning the devel-
opment of marketing management in SMEs. This
study has shown that marketing research and other
forms of collecting market information (constituting
the first MO component) and the internal commu-
nication of this information (the second MO com-
ponent) do not significantly differ among SMEs in
various life cycle stages. Thus, these marketing ac-
tivities may develop differently in SMEs than in
marketing management, which could be considered
critical in creating and implementing responses to
market information (as the third component of
MO). Whether this is true and whether different
patterns exist in developing parts of marketing ac-
tivities in SMEs throughout their life cycle should
be determined in future research.

0 H2: The impact of internal communication
is significant for all three MO components,
thus accepting the hypothesis H2.

These results are logical and expected, since
the high-quality communication and information
flow serve as prerequisites for all MO-related ac-
tivities.

O H3: There is a significant difference in
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achieving all MO components based on the
existence managerial performance measurement
system, and the hypothesis H3 is accepted.

The empirical results are logical and comparable
to previous analysis. When transitioning to the
next stage of organizational lifecycle and business
maturity, SMEs achieve better results, when for-
malizing overall management activities, which also
implies a higher level of marketing management
formalization. In this context, companies have rec-
ognized the importance of measuring performance,
contributing to achieving desired business results.

Regarding the existence of managerial per-
formance rewarding system, empirical results show
the following:

O H4: Significant differences exist for MO's
first and third components but not for the
second component, with the hypothesis H4
being partially accepted.

As their maturity increases, SMEs establishing
performance-based reward systems for managers
can be significantly associated with higher per-
formance in the first and third MO component
(collecting and responding to market information),
while no significant differences exist for the second
MO component (disseminating market informa-
tion). Since these components relate to market
research and the collection of market information,
as well as the response to the dissemination of
market information aimed at satisfying customer
needs, the results indicate a relationship between
the professionalization of management and, more
broadly, the advancement of SMEs through the
business life cycle and their MO.

This analysis provided interesting insights, but
due to the limited sample, further research is
needed on developing market orientation in the
broader context of Southeast Europe.

6.1. Theoretical implications

This study contributes to the understanding
of market orientation in SMEs, using the Kohli
and Jaworski's (1990) framework in Split-Dalmatia
County.



Firstly, our results suggest that professional-
ization of management plays a significant role in
improving SME responsiveness to market infor-
mation. Having professional managers helps SMEs
act on that information more effectively by devel-
oping strategic decision-making and rapid market
adaptation. Secondly, there is a significant impact
of internal communication on all MO components.
When employees communicate and share infor-
mation freely, the company can better understand
customer needs and respond swiftly to market
changes. Thirdly, formal performance measurement
systems positively influence all MO components,
which suggests that organizational practices can
foster market-oriented behaviors. A clear demon-
stration of managerial success, based on the mar-
ket-related performance indicators encourages
MO.

The partial acceptance of Hypothesis H4 pro-
vides insight into how reward systems influence
MO. While incentives motivate managers to gather
and act on market information, they may not nec-
essarily improve internal communication processes.
This indicates that some other tools are required
to improve the organizational communication in
SMEs.

An unexpected finding was that some SMEs
with higher levels of market orientation prioritize
management interests over those of customers or
other stakeholders. This challenges the traditional
view that customer focus is central to market ori-
entation. It suggests that in transitional and post-
transitional economies, SMEs might interpret and
implement MO differently, possibly due to cultural
norms or organizational priorities that emphasize
internal goals.

6.2. Managerial implications

The results of this study offer practical guid-
ance for SME owners and managers looking to
improve their market orientation and competi-
tiveness.

Firstly, introducing or strengthening profes-
sional management practices can significantly en-
hance a company's responsiveness to market in-
formation. As SMEs grow, bringing in professional
managers with specialized skills and experience

can improve strategic decision-making and help
the company react more effectively to customer
needs and market shifts Secondly, it is very im-
portant to support the culture of open communi-
cation. Managers should try to create an environ-
ment where information flows freely across all
levels and departments. This can be achieved by
regular team meetings, open communication chan-
nels, and transparent reporting systems. Thirdly,
implementing formal performance evaluation sys-
tems can support managers' actions and provide
a fit with company's market-oriented goals. Regular
performance reviews can motivate managers to
focus on activities that enhance the company's
market orientation. Performance-based rewards
can further encourage managers to adopt mar-
ket-oriented behaviors. However, it's important
to ensure that such reward systems don't inadver-
tently overlook the importance of internal com-
munication, which is crucial for effective market
orientation.

Lastly, the finding that some SMEs with high
market orientation tend to focus more on man-
agement's own interests rather than on customers
or other stakeholders serves as a caution. Managers
should strive to balance pursuing internal goals
with meeting customer needs. Putting too much
emphasis on internal objectives can endanger the
core principles of market orientation and potentially
harm customer relationships and the long-term
success of the business.

6.3. Limitations and suggestions for future
research

First, our sample size was small, with only 26
SMEs from one specific region in Croatia, which
limits the generalizability of the findings. Since
we used convenience sampling, the results might
not represent all SMEs in Croatia or similar tran-
sitional economies. Future studies should aim to
include larger and more diverse samples from dif-
ferent regions and industries to make the findings
more widely applicable.

Second, our study was cross-sectional, collecting
data at a single point in time. This approach doesn't
capture how market orientation practices might
change over time as SMEs grow or adapt to new
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market conditions. Conducting longitudinal studies
that follow companies over a period would provide
deeper insights into how market orientation evolves
and its long-term effects on business perform-
ance.

Third, relying on self-reported data from man-
agers could introduce bias. Managers might overstate
positive behaviors or underreport challenges to
present their companies in the best light. Including
additional data sources—such as feedback from
customers or employees and objective performance
metrics—would provide a more balanced and
comprehensive view of market orientation prac-
tices.

Moreover, our study focused primarily on in-
ternal factors within the companies and didn't
deeply explore external influences like market con-
ditions, competition intensity, or cultural factors.
Future research could examine how these external
elements interact with internal factors to affect
market orientation. Understanding the broader
context in which SMEs operate would help develop
more nuanced strategies for enhancing market ori-
entation.

An unexpected finding was that some SMEs
with higher levels of market orientation focus on
management interests rather than on customers’
and other stakeholders' requirements. This suggests
that in transitional and post-transitional economies,
traditional concepts of market orientation might
not fully capture the realities of SMEs. Future
studies should analyze why this issues exists, by
looking into cultural norms and economic pressures
that shape the managerial priorities. Thus, future
research can build a more complete understanding
of how SMEs develop and benefit from MO, and
what are the specific factors of developing and ap-
plying MO in specific, transitional and post-tran-
sitional economic environments.

CRediT authorship contribution statement

A. M. A.: Conceptualization, Methodology,
Formal analysis, Writing — original draft, Writing —
review

D. M.: Formal analysis, Writing — review

J. C.: Methodology, Formal analysis, Writing —

review

84

Data availability: The data that has been used
is available upon a request to the author.

Funding: This research received no external
funding.

Institutional Review Board Statement: Not
applicable.

Informed Consent Statement: Not applica-
ble.

Conflicts of Interest: The author declares no
conflict of interest.



References

Alpeza, M, et al. (2020). Lzvjesce o malim i srednjim
poduzetima u Hrvatskoj — 2020. CEPOR -
Centar za politiku razvoja malih i srednjih
poduzecaipoduzetnistva. ISSN 1848-3526.

Barksdale, H. C., & Darden, B. (1971). Marketers’
attitudes toward the marketing concept. Journal
of Marketing, 35(4), 29-36.
https://doiorg/10.1177/002224297103500406

Becherer, R. C,, Halstead, D.,, & Haynes, P. (2001).
Marketing orientation in SMEs: Effects of the
internal environment. Journal of Research in
Marketing and Entrepreneurship, 3(1), 1-17.
https://doi.org/10.1108/14715200180001474

Blankson, C., Motwani, J. G,, & Levenburg, N. M.
(2006). Understanding the patterns of market
orientation among small businesses. Marketing
Intelligence & Planning, 24(6), 572-590.
https:// doiorg/10.1108/02634500610701663.

Buli, B. M. (2017). Entrepreneurial orientation, market
orientation and performance of SMEs in the
manufacturing industry: Evidence from Ethiopian
enterprises. Management Research Review, 40(3),
292-309.
https://doi.org/10.1108/MRR-07-2016-0173

CEPOR (Singer S. et al.) (2022). Sto ¢ini Hrvatsku
(ne)poduzetnitkom zemljom? GEM Hrvatska
2021. CEPOR.

Preuzeto s https://www.cepor.hr/wp-con-
tent/uploads/2022/06/ GEM-publikacija-
2021-WEB.pdf

Chao, M. C. H,, & Spillane, J. E. (2010). The journey
from market orientation to firm performance:
A comparative study of US and Taiwanese
SMEs. Management Research Review, 33(S),
472-483.
https://doiorg/1*0.1108/01409171011041901

Deshpande, R,, & Webster Ji; E. E. (1989). Organizational
culture and marketing: Defining the research
agenda. Journal of Marketing, 53(1), 3-15.
https://doiorg/10.1177/002224298905300102

Dla¢i¢, J. (2005). Orijentacija prema potrosatima u
hrvatskim poduzeéima. (Magistarski rad,
Sveudilidte u Ljubljani, Ekonomski fakultet).
Preuzeto s  http://www.cek.efuni-
lj.si/magister/dlacic2687.pdf

Felton, A. P. (1959). Making the marketing concept

work. Harvard Business Review, 37, 55-65.

Grbag, B, & Lonéari¢, D. (2010). Ponasanje potrosaca
na trzistu krajnje i poslovne potrosnje: Osobitosti,
reakcije, izazovi, ogranicenja. Rijeka: Sveudiliste
u Rijeci, Ekonomski fakultet. Preuzeto s
https://repositoryefriunirihr/islandora/object/e
fri:2332

Hadcroft, P, & Jarratt, D. (2007). Market orientation:
An iterative process of customer and market
engagement. Journal of Business-to-Business
Marketing, 14(3),21-57.
https://doiorg/10.1300/J033v14n03_02

Halliru, M. (2016). Comparative advantage through
market-driving: An evaluation of guaranty trust
bank experience in Nigeria. Journal of Finance,
Accounting and Management, 7(1), 12-29.
https://doi.org/10.21203/rs.3.rs-439382/v1

Hanaysha, J. R., & Al-Shaikh, M. E. (2024). Impact of
entrepreneurial orientation, marketing capability,
and market orientation on business sustainability
and corporate reputation. Discover Sustainability,
5(1),273.
https://doi.org/10.1007/s43621-024-00012-3

Ittner, C. D, & Larcker, D. F. (1998). Are nonfinancial
measures leading indicators of financial per-
formance? An analysis of customer satisfaction.
Journal of Accounting Research, 36, 1-3S.
https://doi.org/10.2307/2491304

Jaworski, B. ., & Kohli, A. K. (1993). Market orientation:
Antecedents and consequences. Journal of Mar-
keting, 57(3), 53-70.
https://doiorg/10.1177/002224299305700304

Jaworski, B, Kohli, A. K., & Sahay; A. (2000). Market-
driven versus driving markets. Journal of the
Academy of Marketing Science, 28(1), 45-54.
https://doi.org/10.1177/0092070300281005

Jer¢inovi¢, S. (2019). Odrzivost - strateska marketinska
orijentacija uspjeinih poduzeca (Neobjavljena
doktorska disertacija). Sveuciliste u Rijeci,
Ekonomski  fakultet.  Preuzeto s
https://drnskhr/en/islandora/object/efri%3A1
707

Knezevi¢, B, Kurnoga, N, & Simurina, N. (2017).
Multivariate analysis of attitudes on financial
and other aspects of business ethics of future
managers. Croatian Operational Research Review,
8(1),93-105.
https://doiorg/10.17535/crorr.2017.0006

85



Kohli, A. K., & Jaworski, B.J. (1990). Market orientation:
The construct, research propositions, and man-
agerial implications. Journal of Marketing, 54(2),
1-18.
https://doi.org/10.1177/002224299005400201

Kohli, A. K., Jaworski, B. J,, & Kumar, A. (1993).
MARKOR: A measure of market orientation.
Journal of Marketing Research, 30(4), 467-477.
https://doi.org/10.1177/002224379303000406

Kotler, P, Keller, K. L., & Martinovi¢, M. (2014). Up-
ravljanje marketingom (14. izdanje). Zagreb:
MATE.

Kumar, N, Scheer, L., & Kotler, P. (2000). From market
driven to market driving, European Management
Journal, 18(2), 129-142.
https://doiorg/10.1016/S0263-2373(99)00084-5

Lafferty, B. A., & Hult, G. T. M. (2001). A synthesis of
contemporary market orientation perspectives.
European Journal of Marketing, 35(1/2), 92—
109.
https://doi.org/10.1108/03090560110363364

Lall, S. (2000). Strengthening SME:s for international
competitiveness (No.44). Cairo: Egyptian Center
for Economic Studies.

Lear, R.W. (1963). No easyroad to market orientation.
Harvard Business Review, 41(5), 53-60.

Levitt, T. (1960). Marketing myopia. Harvard Business
Review, 38(4),45-56.

McNamara, C. P. (1972). The present status of the
marketing concept. Journal of Marketing,
36(1), 50-57.
https://doiorg/10.1177/002224297203600109

Narver, J. C, & Slater, S. E. (1990). The effect of a
market orientation on business profitability.
Journal of Marketing, $4(4), 20-3S.
https://doiorg/10.1177/002224299005400403

Nikitina, T, Lapina, I, Ozolins, M., Irbe, M. M., Priem,
M, Smits, M., & Nemilentsev, M. (2020). Com-
petences for strengthening entrepreneurial ca-
pabilities in Europe. Journal of Open Innovation:
Technology, Market, and Complexity, 6(3), 62.
https://doi.org/10.3390/joitmc6030062

Noble, C.H., Sinha, R. K., & Kumar, A. (2002). Market
orientation and alternative strategic orientations:
Alongitudinal assessment of performance im-
plications. Journal of Marketing, 66(4), 25-39.
https://doi.org/10.1509/jmkg.66.4.25.18513

Orero-Blat, M., Palacios-Marqués, D.,, Leal-Rodriguez,

86

A. L, & Ferraris, A. (2024). Beyond digital
transformation: A multi-mixed methods study
on big data analytics capabilities and innovation
in enhancing organizational performance. Review
of Managerial Science.
https://doi.org/10.1007/s11846-024-00768-8

Pelham, A. M., & Wilson, D. T. (1995). A longitudinal
study of the impact of market structure, firm
structure, strategy; and market orientation culture
on dimensions of small-firm performance. Journal
of the Academy of Marketing Science, 24(1), 27~
43.
https://doiorg/10.1177/009207039602400103

Pelham, A. M. (1999). Influence of environment,
strategy, and market orientation on performance
in small manufacturing firms. Journal of Business
Research, 45(1), 33-46.
https://doiorg/10.1016/S0148-2963(98)00026-5

Petkovié, S, & Tesi¢, J. (2013). SMEs and entrepreneurship
development and institutional support in Republic
of Srpska (Bosnia and Herzegovina). In Ra-
madani, V, & Schneider, R. (Eds.), Entrepre-
neurship in the Balkans (pp. 295-321). Berlin,
Heidelberg: Springer.
https://doiorg/10.1007/978-3-642-36577-5_15

Petkovi¢, S., & Berberovi¢, S. (2013). Ekonomika i up-
ravljanje malim i srednjim preduzecima: principii
politike. Banja Luka: Ekonomski fakultet, Uni-
verzitet u Banjoj Luci.

Qorraj, G, & Jusufy, G. (2019). EU vs local market ori-
entation: Western Balkan entrepreneur’s challenge.
Entrepreneurial Business and Economics Review,
7(4),21-32.
https://doiorg/10.15678/EBER.2019.070402

Ramadani, V,, & Dana, L. P. (2013). The state of entre-
preneurship in the Balkans: Evidence from se-
lected countries. In Ramadani, V,, & Schneider,
R. (Eds.), Entrepreneurship in the Balkans (pp.
245-272). Berlin, Heidelberg: Springer.
https://doi.org/10.1007/978-3-642-36577-
S 12

Raju, P.S, Lonial, S. C,, & Crum, M. D. (2011). Market
orientation in the context of SMEs: A conceptual
framework. Journal of Business Research, 64(12),
1320-1326.
https://doi.org/10.1016/jjbusres.2010.12.002

Renko, M., Carsrud, A., Brinnback, M., & Jalkanen, J.
(2005). Building market orientation in biotech-



nology SMEs: Balancing scientific advances.
International Journal of Biotechnology, 7(4), 250~
268.

https://doi.org/10.1504/IJBT.2005.007629

Ruekert, R. W, (1992). Developing a market orientation:
An organizational strategy perspective. Interna-
tional Journal of Research in Marketing, 9(3),
225-2435. https://doi.org/10.1016/0167-
8116(92)90019-H

Shapiro, B. P. (1988). What the hell is‘'market oriented?
Harvard Business Review, 66(6), 119-128.

Slater, S. E, & Narver, J. C. (1994). Market orientation,
customer value, and superior performance. Busi-
ness Horizons, 37(2),22-28.
https://doi.org/10.1016/0007-6813(94)90029-9

Slater, S. F, & Narver, J. C. (1995). Market orientation
and the learning organization. Journal of Marketing,
59(3),63-74.
https://doi.org/10.1177/002224299505900306

Slater; S. F, Mohr, J. J,, & Sengupta, S. (2010). Market
orientation. In J. Sheth & N. Malhotra (Eds.),
Wiley International Encyclopedia of Marketing.
https://doiorg/10.1002/9781444316568 wiem
01031

Smith, K. G,, Mitchell, T. R., & Summer, C. E. (1985).
Top level management priorities in different
stages of the organizational life cycle. Academy
of Management Journal, 28(4), 799-820.
https://doiorg/10.2307/256238

Spillane, J. E., Li, X., Totten, J. W, & de Mayolo, C. A.
(2009). An exploratory analysis of market ori-
entation of small and medium-sized businesses
(SMEs) in Peru. Panorama Socioecondmico,
27(39),138-151.

Tomaskova, E. (2007). The current models of market
orientation. European Research Studies Journal,
10(3-4), 81-88.

Trivi¢, J,, & Petkovi¢, S. (2015). Different features of
transition economies: Institutions matter. In
Dana, L. P, & Ramadani, V. (Eds.), Familybusi-
nesses in transition economies (pp. 63-87).
Springer, Cham.
https://doiorg/10.1007/978-3-319-14209-8 4

Ur Rehman, N,, Cela, A., Morina, F, & Sul¢aj Gura, K.
(2019). Barriers to growth of SMEs in Western
Balkan countries. Journal of Management Devel-
opment, 38(1),2-24.
https://doi.org/10.1108/JMD-09-2018-0273

Venkatraman, N, & Ramanujam, V. (1987). Measurement
of business economic performance: An exami-
nation of method convergence. Journal of Man-
agement, 13(1), 109-122.
https://doiorg/10.1177/014920638701300109

WebsterJt, F. E. (1988). The rediscovery of the marketing
concept. Business Horizons, 31(3), 29-39.
https://doiorg/10.1016/0007-6813(88)90006-7

Xiang, D,, Zhao, T, & Zhang, N. (2021). Does public
subsidy promote sustainable innovation? The
case of Chinese high-tech SMEs. Environmental
Science and Pollution Research, 28(38), 53493
53506.
https://doi.org/10.1007/s11356-021-14555-5

Wonglimpiyarat, . (2015). New economics of innovation:
Strategies to support high-tech SMEs. The
Journal of High Technology Management Research,
26(2), 186-195.
https://doi.org/10.1016/jhitech.2015.09.006

Zelenika, R. (2000). Metodologija i tehnike izrade
znanstvenog i strucnog djela — IV. izdanje. Rijeka:
Ekonomski fakultet Rijeka.

87



88

APPENDIX: Survey items

O Generating Market Information:

© "Our company continuously monitors changes
and trends in the business environment (prod-
ucts/services, technology, business processes,
competition, etc.)"

® "Our company frequently cares about the
needs and satisfaction of our customers."

@ ""We are ready to react faster than the compe-
tition to changes in customer needs, always
offering greater value."

@ "At least once a year, we assess the potential
impact of environmental changes on our cus-
tomers."

® "Our company frequently conducts market
research.”

@ "We use the Internet to gather more infor-
mation about existing and potential customers."
@ "To measure customer satisfaction, we use
specific and measurable goals defined for each
planning period."

Distribution (Dissemination) of Market
Information:

@ "Information about customer satisfaction is
communicated at all levels within our compa-
ny."

@ "All information related to major customers
or the market reaches everyone in the company
as quickly as possible.”

O Response to Market Information:

@ "In our company, measuring customer satis-
faction is used to improve our product or
service offerings, as well as to evaluate the char-
acteristics of managers."

@ "Our business philosophy is focused on con-
tinuous investment in new products or servic-
es.

@ "In the last five years, we have significantly
changed our product or service offerings.”

@ "Each year, we measure the quality of our
product or service offerings based on customer
satisfaction.”
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Aa AM MaApKeTHHIIIKA OPHjeHTall1ja MAANX H CPeAlbHX npeay3eha mpasu pasauky Ha TpKHIITY?

Ana Mapuja Aadupesuh!, Aamup Muxanosuh?, Jyaujana Qymmh?

123 Beaeyunannre Mapxo Mapyauh, ITerpa Kpemmmipa IV 30, 22300, Kews, Xpsarcka

Kayune pujeun:

Maaa u cpeamsa nipeayseha,
MApKeTHHIIKA OpUjeHTaIHja, paKTOpH
KOjH yTUIy Ha MAPKETHHIIKY
OpHjeHTalH]y, IIOAPIIKA Pa3BOjy MAAMX K
cpeamx Ipeayseha

JEA kaacudukarmja: D21, L22, M31

CAKETAK

Y mapxemunwu opujenmucanum npedysehuma, mapkemunuka
opujenmayuja 3ay3uma 3HAYAjHO Mjecmo Kao NOCAOBHU KOHYenm
ycmjepen Ha npeno3nasare u 3adosorasare nompeba Kynaya
(mpowcuwuma). C 063upom Ha unmepecosatse 3a 08y memy, Koy4Ho je
udeHMuUPUKOBAMU U AHAAUSUPAMU GaKmope KOju ymu4y Ha pa3eoj
dumensuja mapxemuriuke opujenmayuje (MO), xonyenmyaiusosare
npema modeay xoju cy npedaoxnuu Koau u Jasopcku (Kohli and
Jaworski, 1990), xao u tuxos ymuyaj na noseharse MO. Ha ocrosy
docmynHe aumepamype u npemxoOHUX eMIUPUICKUX UCHIPANCUBAtLA,
udeHMuPUK08anL cy coedehus axmopu 3a npoyjery rwuxos0z ymuyaja
HA MAPKEMUHIUKY OPUJEHMALU]y: NPOPecUOHAUZAYU]A MEHAYMERMA
y marum u cpedwum npedysehumna (MCII), rearumem
KomyHukayuje/ducemunayuje mpycuwnux undopmayuja ynymap
npedyseha, mjeperse yuunka menayepckoz ocobwa y MCIT u wuxose
mamepujare nazpade. icmpaxcusatoe je cnposedero Ha y3opky 00 26
MCII y Cnaumcko-darmamunckoj scynanuju, Penybauxa Xpeamcka,
kopucmehu cmamucmuuke memode OecKpunmusHe cmamucmuxe,
KopeAayuje, Cramucmu4koz mecmupara u Kiacmepusayuje.
Henapamemapcka cmamucmuxa je kopuwhena kaxo 6u ce npesasuuina
odpehena ozpanuuersa ycaujed mare sesunume ysopxa. Pesyamamu cy
PaIMampaniLy KoHmexcny paseoja npedysemHuske uHdpacmpykmype
U JABHUX NOAUMUKA 34 NOOPIUKY NPedy3emHULUMEY.
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