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THE INTERRELATION OF MARKET, BRAND AND ENTREPRENEURIAL ORIENTATIONS  

AND THEIR EFFECT ON AGILITY IN IRAN SMALL B2B MANUFACTURERS 

 

Abstract 

Achieving excellent manufacturing process needs focus on market, brand and innovation. Iran has a great potential 

for small b2b manufacturing firms, however the lack of knowledge regarding entrepreneurial capital, brand and market 

orientation has meant many companies have failed to take advantage of growth potential in Iran. This article identifies 

the main barriers faced with Iran small b2b manufacturers in order to adopt outward orientations including market, 

brand and entrepreneurial orientation, and the existence of these key orientations to win the market will be assessed. 

The effect of these approaches toward firm’s agility and the most critical paths to improve agility will be explored. 
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1. Introduction 

Manufacturing firm’s environment is highly influ-

enced by competition, technology changes, short product 

life cycle and demand fluctuations. Thus ability to detect 

and respond to these changes, and taking an outward 

orientation has become vital.  

Studying organisations from the viewpoint of ‘orienta-

tion’ has become popular; strategic orientations guide 

research on strategy and marketing [1]. Orientation is a 

set of beliefs, values and behaviours consistently empha-

sized by the management of the organization that deter-

mine firm’s nature and scope of plans [2].The orientation 

can be a conscious management decision, or the pattern of 

activities and learnings [3]. Each orientation ends in dif-

ferent perception of priorities, attitude toward customer 

and business, and decision making style [4], thriving for 

superior and continuous performance of the firm [5]. 

According to marketing theory, firms’ orientation is a 

continuum from inward to outward. Some firms are high-

ly concentrated on their own production, while others 

make their offerings based on market. Marketing and 

management studies are dominated by ‘market orienta-

tion’ since Drucker defined the philosophy of business as 

satisfying market needs [6]; market oriented firms put 

customer needs first, and the whole company is concen-

trated on identifying and satisfying target market better 

than their competitors [6]. Research have suggested that 

market oriented firms perform better [5] and it is consid-

ered a strategic orientation [1]. 

A strong brand increases firm’s competitiveness, gen-

erate growth and profitability and lead to long term sur-

vival [7]. Brand orientation focuses on creating, develop-

ing and maintaining the brand as a key asset leading to 

better competitive positioning [3, 7]. Brand orientation is 

a growing concern of firms seeking long term success [3]. 

Firms with entrepreneurial orientation are more inno-

vative and proactive with regard to their market. They are 

pioneer in introducing new products and thus better com-

petitive positioning [8]. Entrepreneurial orientation is 

common in small or growth firms, founded by an entre-

preneur in order to exploit an opportunity. These firms 

have better performance than their counterparts [8] and 

strategically respond to environmental changes [4]. With-

out entrepreneurial orientation, neither the business nor 

the society would become dynamic and responsive [4]. 

Meanwhile small b2b manufacturing companies in 

Iran have often developed as a technical business and 

therefore have been driven by technical excellence rather 

than market achievements. This is partly due to limited 

competition and government subsidies; side effects of the 

presence of command economy which has led to lack of 

competitiveness of these firms [9]. With budget being a 

main problem, there are other barriers including owner-

manager’s mindset and capabilities that inhibit small 

firms to adapt outward orientations. At the other hand, 

lifting Iran’s sanctions is bringing international competi-

tion and wider choices for customers, increasing pressure 

on small b2b firms, especially that many of them are not 

ready to compete at this level. Environmental turbulence 

for Iranian businesses is increasing profoundly. In this 

regard, existence of proper orientation towards the envi-

ronment can help small manufacturing firms to sense and 

respond to these changes accordingly, becoming more 

agile. Agility has become a new paradigm for manufac-

turing firms [10] which seems to be the case for Iranian 

SMEs. 

This paper seeks to identify the main barriers that in-

hibit small b2b manufacturing firms to adapt a proper 

strategic orientation, and the existence and interrelation-

ship of three strategic approaches including market, brand 

and entrepreneurial orientation will be examined. After-

wards the effect of each orientation on small firms’ agility 

will be examined, so that the paths to increase Iran b2b 

manufacturing SMEs can be identified. 

2. Literature Review 

2.1. Iran business environment 

Small firms consist about 85% of Iranian businesses 

[11], which experienced 8 years of sanctions as the result 

of president Ahmadinejad policies. Since the election of 

moderate president Rohani in 2013, Iran engaged itself 
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with a more constructive dialogue with the international 

community. The economic indicators and general society 

feelings have improved during Rohani’s term of office, 

and export industry has flourished [9]. The Iranian econ-

omy has responded positively since 2013 and has moved 

from the recessionary years. The easing of financial trans-

actions will result in Iranian industry being able to update 

itself with new technologies and machinery and thus 

increase its competitive manufacturing power [9]. 

On the other hand, years of sanctions and isolation 

have provided a professional and industrial workforce 

lacking competitive business skills. This was further ex-

amined by Gilani [9] showing lower than moderate gener-

ic and entrepreneurial human capital of Iranian SME 

owner-managers. The existence of command economy 

has led to reliance on government support, high import 

tariffs and subsidized power prices, all resulting in lack of 

competitive and outward orientation in most Iran small 

firms. Many Iranian entrepreneurs have started their firms 

as the result of governmental engineered opportunities 

instead of purely market opportunities [12]. With the 

changes happening at domestic and international affairs of 

Iran, manufacturing SMEs have to become more agile in 

order to survive the competition both internally and glob-

ally. 

2.2. Market orientation (MO) 

In b2b firms, there exist a continuous, complicated re-

lationship between the buyer and the firms, thus b2b firms 

are focused around their customers. In market orientation 

(hereafter MO) the ‘customers are kings’ and satisfying 

their needs and wants are the major priority of the organi-

zation [6]. MO is the main focus of marketing studies and 

research, and has its roots in the ‘outside-in’ view that 

considers one major stakeholder: customers, and market 

generally. Understanding their needs and acting accord-

ingly guarantees the survival and profitability of the firm. 

MO can be defined as an attribute or the degree to 

which a firm gathers, disseminates and utilizes market 

intelligence in order to satisfy customer needs better than 

competitors [13]. In this definition MO is considered as a 

process, but it can also be defined as a philosophy and 

culture [14]. Narver and Slater [15] define MO in three 

behavioural aspects: customer orientation, competitor 

orientation, and interfunctional coordination. Customer 

orientation is the set of values and beliefs that put cus-

tomer interest first in order to achieve long term profita-

bility [16] and is consisted of superior skills to understand 

and satisfy customer needs. MO puts customers as the 

main and most important stakeholder of the company, but 

is not necessarily reactive [17]. It coordinates all of the 

resources based on competitive intelligence to deliver 

superior value to the customers [18]. 

2.3. Brand orientation (BO) 

Companies not only strive to satisfy needs, but try to 

build and live their brands [7]. Company’s approach to-

wards brands plays highly crucial role in benefitting from 

brands [19]. While MO is image-centered, BO is a strate-

gic orientation which is identity-centered and focuses on 

creating, developing and maintaining the brand [3]. BO is 

the extent to which the company conceives brand as stra-

tegic internal resource which is valuable and inimitable, 

builds relationship with the market, and can form compet-

itive advantage from inside the company. Thus BO a 

different orientation which thinks of brand as a strategic 

resource that should be the hub of the firm [3], while at 

the same time identifying and satisfying market needs. To 

Urde et al [3] BO is a ‘MO plus’. It is not only the re-

sponsibility of top managers, but the first priority of eve-

ryone in the company [19]. 

If implemented properly, BO brings positive perfor-

mance outcomes [20] not only to large firms, but to SMEs 

[21]. SMEs need a holistic view to branding [19]; brand 

oriented SMEs have better chance to build relationships in 

competitive markets [22]. 

2.4. Entrepreneurial orientation (EO) 

EO is important to SMEs, especially in developing 

countries [8]. A firm is called entrepreneurial when it is 

focused on growth and applying pioneering strategies. 

These firms, regardless of available resources, follow 

market opportunities and are innovative, risk prone and 

aggressive. EO is a strategic orientation that affects com-

pany’s decision making and activities, and helps the firm 

to confront environmental turbulences [4]. 

EO distributes entrepreneurial traits to the entire com-

pany and is about processes, philosophies and decision-

making patterns that senior managers apply in their efforts 

to manage the firm in an entrepreneurial manner [23] in 

order to create new products, services or processes. EO is 

the degree to which a firm involves in technological inno-

vation, taking risky steps, and following opportunities. An 

entrepreneurial firm is the one that sets its strategies 

around innovation and growth through risk [23]. 

2.5. Barriers  

Understanding the barriers SMEs face in their relation 

to the market is the same as understanding the nature of 

marketing in these firms. Marketing in small firms is not 

systematic and does not follow clear objectives; it is a 

secondary priority [24]. Marketing strategy is considered 

as luxury, capital-intensive and relevant only to large 

organisations [25]. 

The concept of ‘brand barriers’ was put forward by 

Wong and Merrilees [19], meaning any factor that hinders 

SMEs from applying branding efforts and therefore enjoy 

branding benefits. The barriers may truly exist or just 

being perceived by the owner and include: lack of finan-

cial resources, knowledge, expertise or competency, and 

time [25]. Barriers to adapt MO have been identified as 

structural, strategic and system and include shopfloor 

beliefs and behaviours, cultural issues, top management 

commitment, budget limitation, lack of training, or under-

developed systems [26]. Also some obstacles to adapt EO 

are identified as budget, infrastructure, lack of resources 

and cultural issues [27]. 

SMEs are product-focused, and their main interests 

consist of product quality, pricing, sales, ROI and income 

generation. They rely on short-term measures to evaluate 

business practices. This results in underestimating the 

importance of marketing and creating long-term brand 
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recognition as compared to sales or product improvement 

[25, 28]. In operational approach, the long-term benefits 

of a marketing strategy cannot be understood [19]. 

2.6. Firm agility 

As markets become more turbulent, competition in-

creases and new technologies emerge, the environment 

becomes more uncertain, thus the ability to foresee and 

adapt to these changes has become critical [29]. This is 

specially the case in Iran, as old sanctions are being lifted 

and the business becomes international. Agility is a con-

cept based on high uncertainty of the environment, com-

petition, demand, or supply chain [30]. It is manufactur-

er’s ability to succeed in constantly changing and compet-

itive environment [30], through the capacity of absorbing 

and responding, reinventing if required, the business in 

response to changes that cannot be anticipated or avoided 

[31]. Agility is an important index of firm’s success [30] 

and a vital factor for business success in complex indus-

trial landscapes. It has been identified as a source of com-

petitive strength for manufacturing enterprises [32]. Agili-

ty has been studies at two dimensions: sensing, and re-

sponding. Sensing is the ability to detect or predict chang-

es in the environment or market, while seizing the oppor-

tunities and making the necessary changes is the respond-

ing dimension [29]. Response can be simple (altering 

price or features) or complicated (new product develop-

ment, new segment targeting). Both of these dimensions 

are based on flexible operation platform, which is critical 

to manufacturing firms [30]. 

Overall, agility increases firm ability to control market 

risks and widens firm’s options to respond to its market 

[33]. Researchers suggest that agility is best studied as a 

performance outcome [30, 10]. Agility as an outcome is a 

sign of manufacturing firm’s success in dynamic envi-

ronments [30] helping firms to cope with unpredictable 

changes. 

3. Hypotheses generation 

Taking agility as an important performance outcome 

for small b2b manufacturing firms in Iran’s current busi-

ness climate, this research aids to examine the existence 

of three strategic orientations critical to small firms suc-

cess, and identify the relationship between orientations, 

the barriers SMEs face, and their agility as the result. For 

this aim, 3 main hypotheses are developed. 

Adapting a strategic orientation is difficult for small 

firms, either because they are not aware of the im-

portance, not capable or not willing to take them serious-

ly. This is due to the nature of SMEs: over-dependent on 

the owner-manager and under-pressure of large amount of 

daily operations. Especially in Iran most small firms are 

managed in a traditional –rather than professional- way 

and perceive high level of barriers which limits their at-

tention to marketing and branding strategies [9]. Research 

has suggested that SMEs must get over barriers to build 

successful culture and processes that support long term 

market objectives [19, 34]. Thus it can be concluded that: 

H1: There is a negative relationship between barriers 

a small manufacturing firm faces and the adaptation of a 

strategic orientation. 

H1a: There is a negative relationship be-

tween barriers a small manufacturing firm faces 

and the adaptation of MO. 

H1b: There is a negative relationship be-

tween barriers a small manufacturing firm faces 

and the adaptation of BO. 

H1c: There is a negative relationship be-

tween barriers a small manufacturing firm faces 

and the adaptation of EO. 

In today’s markets, MO and BO are both critical to the 

success of marketing communications; BO is the neces-

sary tool to translate long term MO goals into actions 

[18]. Brand and market orientations co-exist and new 

hybrid approaches such as ‘brand-market’ and ‘market-

brand’ orientations can be identified [3]. To some authors, 

BO is critical to success while MO is a hygiene factor [6], 

and satisfying customer needs should occur within the 

framework of the brand [3]. To some others, BO is con-

sidered as a special type of MO [20], which consistently 

integrates the whole marketing activities around the brand 

[19]. Noble et al [1] added ‘brand focus’ as a new dimen-

sion of MO, showing the importance of considering brand 

in MO definition. 

Firms combining MO with other strategic orientations 

achieve better performance [5]. MO is not the only critical 

strategic orientation; others can lead to competitive ad-

vantage as well [1]. Some researchers believe that highly 

customer focused firms have less innovations, while to 

others MO increases firm’s innovation due to differentia-

tion and distinction it provides in responding to market 

needs [5]. MO and EO both look for new market needs, 

market expansion and investing in new opportunities. 

Market oriented companies are more probably entrepre-

neurial since they both concentrate on quick response to 

market changes, and firms with both orientation perform 

better [5]. MO and EO are two strategic responses to 

environmental uncertainty [4] and are highly interrelated 

[4, 5, 3, 13], while can exist independently. The more 

aggressive firm’s innovation strategy and market oppor-

tunism, the more the MO [15]. These two orientations 

combination provides strong synergic effect [5].  

BO cannot guarantee competitive advantage of SMEs, 

they need to be more entrepreneurial [22]. BO increases 

SME performance in firms with high EO [35], the higher 

the innovation and proactiveness of the small firm, the 

better the chance to build a consistent and sustainable 

brand and the more the firm can build relationship with 

customers as the result of effective branding strategies 

[22]. Small firms that implement branding strategies more 

seriously, pursue new product developments more quickly 

[8].  Overall, brand concentration can lead to stronger 

entrepreneurial spirit of the firms [1]. We conclude that: 

H2: There is a correlation between strategic orienta-

tions of the small manufacturing firm. 

H2a: There is a correlation between MO and BO in 

the small manufacturing firm. 

H2b: There is a correlation between MO and EO in 

the small manufacturing firm. 
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H2c: There is a correlation between EO and BO in the 

small manufacturing firm. 

Strategic orientations lead to performance outcomes. 

Outcomes of BO have been identified as both internal and 

external economic and noneconomic measures [9], which 

increases firm’s ability to consistently respond to internal 

or external environment [36]. EO is one of the major 

factors influencing firm’s growth [37]; firms with higher 

EO can better take advantage of environmental uncertain-

ties [38], experience more innovation success [39] and 

exploit emerging market opportunities [40]. Innovation 

orientation affects firm’s flexibility and change adaptabil-

ity, renewal and recreation of products and the whole 

organization [5]. MO is a life saver for firms in highly 

competitive environments [26], benefiting the firm in 

terms of continuous superior performance and new prod-

uct success [15]. Agility and MO are related [13, 1]. We 

conclude that: 

H3: There is a positive relationship between strategic 

orientations and the agility of a small manufacturing firm. 

H3a: There is a positive relationship between MO and 

the agility of a small manufacturing firm. 

H3b: There is a positive relationship between BO and 

the agility of a small manufacturing firm. 

H3c: There is a positive relationship between EO and 

the agility of a small manufacturing firm. 

4. Research design  

For the purpose of this research, small b2b firms have 

been chosen based on the database of Iran Small Indus-

tries and Industrial Parks Organization (ISIPO) which is a 

subsidiary of Ministry of Industry, Mine and Trade, up-

dated at Nov 2015, defining small as firms with less than 

50 employees. Two biggest industrial provinces including 

Tehran and Alborz (which was previously part of Tehran 

province) were selected, with 1678 and 339 small b2b 

firms respectively. Prior to the survey, research hypothe-

ses were discussed in a panel of two experienced SME 

academics. A questionnaire was designed and sent to a 

random sample of each province. Barriers were opera-

tionalized based on the main obstacles of marketing and 

branding mentioned in SME branding literature [28, 25]. 

MO was measured using MKTOR [15] which is one of 

the two major MO measures that evaluates the degree of 

value creation for the customer. BO questions were de-

signed based on Wong and Merrilees and Baumgarth [28, 

20]. EO scale was based on Covin and Slevin [23], and 

agility was operationalized based on Tallon [33] which 

define agility as a performance outcome. The scales were 

designed based on Likert 5-sclae model. A high return 

rate of 61% was achieved with assistance of ISIPO spe-

cialists. Reliability was tested on a 30-member sample 

and the Cronbach’s alpha was calculated for barrier 0.879, 

MO 0.827, BO 0.896, EO 0.817, and agility 0.897. Va-

lidity was tested in form of content and factor validity and 

was approved by SME academics, as well as exploratory 

and confirmative factor analysis. Adequate sample size in 

exploratory factor analysis in SPSS was calculated 0.856, 

0.841, 0.893, 0.773, 0.889 for variables respectively with 

Bartlett test less than 0.05. The mean was calculated as: 

barriers 2.9; MO 2.88; BO 2.84; EO 2.84 and agility 3.29. 

The highest factor loadings of barrier came from ques-

tions 3, stating that brand is not perceived relevant for 

small firms. In MO, question 12 received the highest 

loading indicating the integrity of functions in satisfying 

client’s needs. For BO, it was question 2 stating that mar-

keting practices were focused on brand identity, and for 

EO it was question 2 indicating the launch of new prod-

ucts in the last 3 years. Finally agility’s highest factor 

loading came from question 7 stating the ability to acquire 

new technology. 

Data of hypothesis 1 and 3 were analyzed by confirm-

ative factor analysis (CFA) and structural equations mod-

elling (SEM) using LISREL software. Hypothesis 2 was 

tested by Pearson correlation coefficient. Prior to SEM, 

factor loadings of all questions and average variance 

extracted (AVE) for each variable were calculated with 

satisfactory results of higher than 0.5 for both, showing 

convergent validity [41].  

5. Hypotheses testing 

5.1. Testing hypothesis 2 

Correlation between strategic orientations of small 

b2b firms was analyzed by Pearson correlation coeffi-

cient. The coefficient ranges from perfect positive to 

perfect but negative correlation, and 0 denotes the ab-

sence of relationship between variables [42]. The results 

indicated significant coefficients of the correlation less 

than standard error, showing the existence of moderate 

relationship between each two strategic orientation. Thus 

H2a, H2b and H2c were supported. Table 1 shows the 

results of correlation of each two strategic orientations. 

Tables 1. Peasron correlation coefficients of strategic orientations 

 MO BO EO 

MO Pearson 

coefficient 

1 - - 

Sig  - - 

BO Pearson 

coefficient 

0.655** 1 - 

Sig 0.000  - 

EO Pearson 

coefficient 

0.514** 0.538** 1 

Sig 0.000 0.000  

** Correlation is significant at the 0.01 level 
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5.2. Testing hypothesis 1 and 3 

Hypotheses 1 and 3 were computed simultaneously to 

analyze the causal effect of barriers on each strategic 

orientation and agility. The results are summarized in 

Table 2. T-values less than -3 and greater than 3 suggest 

the existence a significant relationship between the latent 

variables, at a confidence level of more than 99%. Thus 

all paths are confirmed.  

 

Tables 2. Study of rejection or confirmation of hypothesis 

Research hypothesis Path 

estimate 

T-value 

H1a -0.61 -13.56 

H1b -0.52 -10.83 

H1c -0.24 -4.36 

H3a 0.41 8.15 

H3b 0.18 3.65 

H3c 0.17 3.50 

The consistency of the model with the data was exam-

ined through assessment of the model fit. 2/df value 

(64.77/24) is less than 3. RMSEA of the model is 0.072 

and AGFI, GFI and NFI are 0.89, 0.91 and 0.93 respec-

tively, indicating that the data does fit the hypothesized 

model. It can be concluded that the research model has a 

potential in the measurement of main variables.  

6. Conclusion  

Taking the turbulent and fast changing business cli-

mate of Iran into account, this research showed that Iran 

small b2b firms moderately suffer from barriers, especial-

ly lack of marketing trainings and professional manage-

ment that limit their firm in taking advantage of market-

ing benefits, which is consistent with findings of Gilani 

[9]. These barriers mostly affect the ability of the firm in 

adapting a market approach, while doesn’t much affect 

firm’s entrepreneurial orientation. On the other hand, 

although Iranian firms’ managerial approach is classified 

as traditional and owner-managed, strategic orientations 

exist in small b2b manufacturing firms but their degree is 

lower than average. Among strategic orientations adapted 

by Iranian b2b manufacturing firms, MO is slightly higher 

than others. It can be concluded that Iranian b2b manufac-

turing SMEs are mostly concerned about their customers’ 

satisfaction, which can be due to the nature of marketing 

in SMEs relying on close relationship with their buyers 

and delivering personal services to ensure buyer’s loyalty 

[43]. The low level of BO demonstrates a lack of brand-

ing mindset, and low level of brand consistency in com-

pany behaviours and communications. Entrepreneurship 

in Iran is mostly directed by the government rather than 

the entrepreneur, and manufacturing is supported and 

subsidized [9]. Iranian entrepreneurs are more market 

driven rather than market driving, and their innovation is 

limited to small scale alterations [44]. 

Research supports the co-existence of strategic orien-

tations, especially MO and BO in small b2b firms. Thus 

manufacturing firms with higher attention to market and 

customers tend to take their branding more seriously and 

adapt a brand-focused approach, which is consistent with 

other researches in different contexts [6, 3, 19].  

Finally, the results suggest that the relationship be-

tween agility and EO or BO in the studied population is 

rather week, thus the best path to increase small b2b man-

ufacturers agility is through adapting a market orientation. 

MO in a small firm can nurture relationships with cus-

tomers and enable the firm to satisfy their needs, while 

taking competitors plots into consideration and effectively 

coordinate different functions to deliver value to custom-

ers. But Iranian small firms need to overcome the barriers 

normal to SMEs and increase their professionalism in 

terms of modern management philosophy, values and 

behaviours. 
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