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Abstract

Survival in today’s dynamic environment requires organizations to have superior
performance compared to competitors. In order to achieve this superior perform-
ance, this study aimed to examine the effect of both strategic orientation and innova-
tion on organizational performance. It also examined whether innovation acted as a
mediator between strategic orientation and organizational performance. Data were
gathered from the three telecommunication companies that exist in Jordan. The data
were then analysed using Structural Equation Modelling (SEM) and the results re-
vealed that strategic orientation had a significant effect on innovation but not on or-
ganizational performance. It was also found that innovation significantly affected
organizational performance. Finally, the results indicated that innovation mediated
the path between strategic orientation and organizational performance, but only par-
tially.
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1. Introduction

Companies, institutions, and people in most sectors are facing intense competition
which makes it extremely difficult for them to compete with their rivals and outper-
form them. In order to perform better than rivals, firms should gain competitive ad-
vantage [1] [2] [3]. Different techniques can be used to achieve such competitive ad-
vantage and superior performance [4] [5] [6]. Organizations strive to improve per-
formance by developing and implementing effective business strategies that exploit

opportunities in the marketplace while capitalizing on available resources and capabili-
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ties [7] [8] [9] [10]. A firm’s strategy can have a major impact on its structure, its activi-
ties, its investment, its relation to the market, and its business performance. Strategy
can be utilized as a problem solving tool that at the same creates new capabilities and
improves performance [11]. A strategy can also provide a framework that allows an or-
ganization and its managers to assemble specialized assets, to identify opportunities for
providing valued products and services to customers, and to deliver those products and
services for higher profits in the marketplace [12]. However, not all firms respond to
changes in the environment in the same way. The responses to the operating environ-
ment can be categorised according to the strategic orientation of the organization [13].
Even though the literature has emphasized the benefits associated with adopting a
market orientation, it has been reported that firms need to pursue complementary stra-
tegic orientations since market orientation lone may not be comprehensive enough for
achieving a competitive advantage [10].

Apart from exercising strategic orientation, firms are also encouraged to ensure
alignment of different sets of organizational capabilities in order to pursue continuous
innovation for sustainable success [14] [15]. Innovation is considered the best way to
go in order to compete in the twenty first century as it fuels organizational growth,
drives future success, and is the engine that allows organizations to sustain their viabil-
ity [16]. The various challenges faced by organizations have forced them to embrace
innovation as an integral part of corporate strategy [17]. Such challenges include global
availability of knowledge, technology fusion, and shorter innovation cycles [18] [19].
Both incremental and radical innovations are considered major determinants of an or-
ganization’s dynamic capabilities which influence its competitive advantage. Therefore,
increasing the efficiency of radical and incremental innovations is considered one of the
main concerns for practitioners [20]. Stagnant organizations that are unable to inno-
vate to keep up with changing environments will eventually find themselves without a
competitive advantage in an increasingly complex and technologically sophisticated
economy [21] [22]. Therefore, innovation is well documented as an important driver of

competitiveness, profitability and, productivity [13].

2. Strategic Orientation

One of the most important pillars that has major implications for an organization’s
structure, activities, investments, relations with the market, and performance is strategy
[23]. Having a strategy helps organizations find solutions to problems, create new ca-
pabilities, and improve business performance [11] by allowing organizations and the
managers to gather specific resources, recognise opportunities for providing valued
products and services, and to convey those products and services for higher profits [12].
Adopting the best strategy out there requires organizations to coordinate their ap-
proaches in establishing industry positions and/or by relying on its resources, compe-
tences, and capabilities in an effort to achieve a fit with their internal and external en-
vironments and in turn achieve a sustained competitive advantage and improved busi-

ness efficiency. In order to achieve these goals, organizations need to focus on their

KD
+%%, Scientific Research Publishing

479



B. Y. Obeidat

strategic orientation since strategic orientation guides the direction that a firm intends
to pursue in order to monitor its activities for better business performance [24]. There-
fore, strategic orientation of the firm reflects its operational, marketing, and entrepre-
neurial posture. By doing so, a firm achieves its goals in markets by taking risks, in-
vesting in innovation, becoming proactive, and developing future-oriented foresight
[25].

Strategic orientation has received wide spread attention from management, market-
ing, and entrepreneurship scholars. However, no universally accepted definition of
strategic orientation exists. The very nature of orientation is a matter of debate, and
different streams of literature have developed diverse concepts. Orientation refers to the
general or lasting direction of thought, inclination, or interest [26]. Strategic orienta-
tion refers to the manner in which a firm adapts to its external environment [27]. In
other words it refers to the pattern of responses that an organization makes to its oper-
ating environment in an effort to enhance performance and gain competitive advantage
[25]. Other scholars see strategic orientation as an aspect of organizational culture. Or-
ganizational culture is a form of intangible resources and the deployment of those re-
sources, ie. orientations, will have different impacts on the organization. Strategic ori-
entation focuses resources to achieve desired outcomes [28]. This is supported by [29]
who stated that strategic orientation manifests in the firm’s culture and serves as ante-
cedents to organizational practices and decisions associated with resources allocation
and pursuing opportunities. In this paper, strategic orientation is viewed as principles
that direct and influence the activities of a firm and generate the behaviours intended to
ensure the viability and performance of the firm. These principles can also be used to
guide the activities of the organization [30] [31] [32].

Previous studies have specifically advocated the use of behaviours associated with the
organization wide generation, dissemination, and use of market intelligence as being
the key ingredients of strategic orientation [33] [34]. A growing stream of studies today
endorse the adoption of different strategic orientations such as innovation orientation,
technology orientation, entrepreneurial orientation, quality orientation, and productiv-
ity orientation [35] [36]. For the purpose of this study, three types of strategic orienta-
tion will be looked into further: market orientation, entrepreneurial orientation, and

technology orientation.

2.1. Market Orientation

Market orientation is regarded as a crucial strategy or capability that helps organiza-
tions stay competitive in today’s uncertain business environment [37]. Market orienta-
tion is considered both a marketing concept and a management strategy [38]. Accord-
ing to various scholars, practitioners, and researchers, market orientation assists in de-
veloping marketing knowledge, superior performance, and competitive advantage [39]
[40].

Various definitions have been suggested for market orientation by different scholars

in the marketing literature [7]. [41] defined market orientation as a managerial deci-
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sion-making practice with a commitment shared within the organization. [33] referred
to market orientation as the organization-wide generation of market intelligence per-
taining to current and future customer needs, dissemination of the intelligence across
departments, and organization wide responsiveness. [34] explained market orientation
as composed of three dimension: customer orientation, competitor orientation, and in-
ter-functional coordination.

According to this market orientation requires firms to monitor changing customer
needs, determine the impact of those changes on customer satisfaction, increase the
rate of product innovation, and implement strategies that build the firm’s competitive
advantage [42] [43]. The definition provided by [34] is adopted in this study, where
customer orientation, competitor orientation, and inter-functional coordination reflect
market orientation. Customer orientation refers to finding information about custom-
ers’ needs and wants for the present and future in order to provide them with superior
value added offerings [7]. Competitor orientation refers to considering the short-range
fortes and flows, and long range abilities and tactics of existing and possible rivals to
develop awareness of their information and strategies [7]. Inter-functional coordination
enables firms to pick up warning or opportunity signals, process and convert them into

specific departmental deliverables, and ensures convergence of efforts [29].

2.2. Entrepreneurial Orientation

Entrepreneurial orientation as a strategic orientation is concerned with the entrepre-
neurial aspects of a firm’s strategy [30]. It determines a firm’s willingness to stay ahead
of its competitors and to take advantage of new opportunities to engage in innovation
in an uncertain environment [44]. Entrepreneurial orientation is defined as an organi-
zation’s willingness to find and accept new opportunities and implementing change as a
result [3]. It also refers to the way organizations capture specific entrepreneurial aspects
of decision making styles, methods, and practices [45]. In other words, entrepreneurial
orientation relates to the methods, practices, and decision making styles that managers
use to act entrepreneurially [46].

The entrepreneurial orientation concept suggests that firms should be entrepreneu-
rial in order to achieve superior performance [47]. This means that organizations need
to have a strategic commitment to specific, observable actions in the form of innova-
tion, proactiveness, and risk taking, and the strong support of those actions by top
management [48]. According to [49] [50] [51], engaging in product-market innovation,
being the first to enter new markets, and understanding risky ventures are at the heart
of entrepreneurship. Therefore, innovativeness, risk-taking, and proactiveness are used
to represent entrepreneurial orientation in this study. Innovativeness refers to “the
willingness to support creativity and experimentation in introducing new products/
services, and novelty, technological leadership and R&D in developing new processes”
([52], p. 142). Proactiveness refers to seeking new opportunities in the market, antici-
pating future demands and opportunities in the market, participating in emerging

markets, shaping the environment, and introducing new products and brands before
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their rivals [3]. Risk-taking refers to willingness to invest in large amounts of resources
in projects whose results may be unknown and where the cost of failure may be high
[53].

2.3. Technology Orientation

Technology is an important method for connecting customers and organizations. Or-
ganizations use technology to improve their ability to collect customer information [54]
[55] [56] [57]. Furthermore, an organization that is guided by technology has the op-
portunity to accumulate vast technological knowledge stores by past experience and
processes which might be used to its advantage [58]. A technology oriented firm seeks
to acquire new and advanced technologies to develop new processes, products, and ser-
vices, even though the rate of technological change within its industry might affect its
technological adoption or development [12].

Technology orientation is defined as a firm’s inclination to introduce or use new
technologies, products, or innovations. It suggests that customer value and the long-
term success of the organization depends on new innovations, technological solutions,
products, services, or processes [30]. [59] stated that an organization’s technical skills,
R&D resources, and technological base can be central in bringing innovative, better de-
signed products into the market. As a result, a technology oriented organization is pro-
active in acquiring new technology and applying the latest technologies to develop new
products/services or supporting applications. Accordingly, it is proposed that a com-
pany’s technology orientation should lead to the development of more innovative,
technologically superior products compared to those offered by competitors [57].
Technology orientation thus contributes tremendously to the improvement of product
performance and business performance [60].

To summarize, while market orientation is mainly focused on the external environ-
ment of the organization, in terms of its customers and competitors, and in turning
market knowledge into valuable actions, technology orientation approaches the same
customer value dilemma but from an internal perspective. The development of new
technologies, products, and services are seen as key to creating customer value and
providing organizations with a competitive advantage. Entrepreneurial orientation sug-
gest that certain behaviours or processes—namely innovativeness, proactiveness, and

risk-taking—are crucial for success [30].

3. Innovation

Innovation has been investigated for several years now and has been referred to as a
black box [61]. Theoretically innovation has been reported to rest on the resource-
based of the firm [62]. This view suggests that managing and combining different types
of resources leads to the development of dynamic capabilities. Based on this view in
order to organize the innovation process efficiently, technological capabilities must be
combined with various skills such as marketing, management, and organizational

competencies [63] [64]. Another perspective is the knowledge-based view of the firm
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which builds upon and extends the resource-based view of the firm. Based on this per-
spective intangible resources are considered an organization’s most important resource.
This is because an organization’s competitive advantage is not just the product of tan-
gible resource as much as it is the product of the services rendered by those resources
that are in turn a function of the firm’s know how [65] [66] [67]. This perspective
mainly focuses on learning in order to create new knowledge. However, the amount of
information present is not the important thing, rather the application of that knowl-
edge to create new knowledge [68]. Therefore, an organization’s management is con-
cerned with both organizational learning and innovation [69]. A recent evolution of the
knowledge-based perspective recognizes that both tangible and intangible resources
that are available to the organization and thus organization and thus are considered its
main strategic tool.

[70] (p. 104) defined innovation as “a management process, involving multiple ac-
tivities, performed by multiple actors, from one or several organizations during which
new combinations of means and/or ends, which are new for a creating and/or adopting
unit, are developed and/or produced and/or implemented, and/or transferred to old
and/or new market partners”. Innovation can also be defined as the adoption of an
idea, behaviour, system, policy, program, device, process, product or service that is
considered new to the organization [64]. A definition that is considered relevant to this
study is the one provided by [71] (p. 5) which refers to innovation as “the process of
making changes, large and small, radical and incremental, to products, processes, and
services that results in the introduction of something new for the organization that adds
value to customers, and contributes to the knowledge store of the organization”.

Innovation research can be approached from several perspectives such as the indi-
vidual, organization, and a nation. Organizational level innovation can be grouped
from into four categories. The first one is connected with the type of innovation, in-
cluding innovation typology [72], its comparisons, and illustrations of various types of
innovation. Innovation types are classified based on the outcome of the innovation
process. Some of these classifications include: organizational structure, production
process, people, products/services, technical, administrative, incremental, and radical.
[73] proposed the following innovation typology: product (including radical and in-
cremental) and process (including administrative, service, and production). Some
scholars identified three types of innovation: incremental, really new, and radical [74].
Others have suggested classifying innovation into administrative vs. technical based on
the objective of innovation adoption, rational plans vs. communication web vs. disci-
plined problem solving based on innovation’s effect on firm competence, ad radical vs.
incremental based on the extent of change in technology [20]. Innovation can also be
seen in terms of extremes such as radical and incremental, continuous and discontinu-
ous, and sustainable and disruptive innovations [75].

The second category relates to the diffusion of innovation from various sources [76].
According to [77], the implementation of innovation depends on three factors: fram-

ing, innovation environment, and innovation attributes. Framing refers to the facilitat-
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ing of an innovation in terms of political and strategic imperatives of the organization.
Innovation environment refers to the internal tactical environment for innovation im-
plementation. Innovation attributes refer to the characteristics of the innovation. How-
ever, having only one of these factors on its own is not sufficient to ensure success; a
combination of these factors must exist to ensure the successful implementation of an
innovation.

The third category examines the antecedents or determinants of organizational in-
novation [78]. According to the literature two factors influence innovation which in-
cludes internal factors and external factors. Internal factors include the management
and strategy of the firm, employees of the firm, and R&D department. The two internal
factors of management and strategy, and employees are considered as the most impor-
tant for innovation [79]. This is because managers need to balance and lead the innova-
tion process and make sure that the innovation fits the organization’s strategy. Em-
ployees are important because they gain valuable knowledge from their interactions
with customers thereby incorporating their knowledge in service innovation [80]. Ex-
ternal factors include competition, deregulation, isomorphism, resource scarcity, and
customer demand [81]. [79] suggested that external factors influencing innovation in-
clude trajectories which refer to the ideas and logic that are diffused through social sys-
tems, and actors which refer to key market actors such as customers, suppliers, and
competitors. Customers, suppliers, law makers, and other authorities influence the en-
vironment of organizations and can directly and indirectly influence organizations to
innovate. Therefore, organizations need to understand their environments and adapt to
evolving conditions [61].

Customer expectation is perhaps the most important external factor as companies
build their innovation based on local customers’ expectations [82]. Internal factors are
considered more important than external factors as [83] stated that innovation is highly
dependent on internal factors rather than external factors.

The fourth category adopts a consequence or result approach in terms of the rela-
tionship between innovation and organizational performance [84]. Organizational per-
formance is considered the ultimate aim of implementing innovation as innovation in-
volves not only providing access to markets but also enhancing and maintaining per-
formance [85]. In this study the first category will be investigated as innovation type is
considered the main focus here. More specifically radical and incremental innovations

will be used as dimensions to measure innovation based on the study conducted by [86].

3.1. Incremental Innovation

Incremental innovation is considered an important force behind any improvement ef-
fort as it leads to the accumulation of day-to-day improvements and thereby considered
the backbone of organizational performance [16]. Incremental innovation refers to
minor changes or made to products, services, and processes that result in little depar-
ture from existing practices [87]. In other words it results in slight variations or im-

provements of existing products, services, practices, and approaches [20]. These im-
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provements include changes made to the materials used to make a product or improve
service operations [21]. According to [88], in some organizations incremental innova-
tion does not make existing products obsolete, it just improves existing technological
trajectories. In other organizations incremental innovation is considered a means to
improve performance. Furthermore, incremental innovation is used by firms compet-
ing in what is referred to as “red oceans” or existing markets that operate in industries
with clear boundaries and known rules of competing [89].

Incremental innovation also tries to meet the needs of customers or markets at a rate
consistent with current technological trajectory [90]. This is done by having a strategy
that focuses on market dominated growth with diversification by improving and ex-
panding current products and services within a short period of time [91]. Implement-
ing incremental innovation requires technical, market, and financial analysis prior to
the development of the new product in addition to well defined product concept [74].
Incremental innovation also requires the ability to reinforce, recombine, and take ad-
vantage of existing knowledge resources [92].

Adopting an incremental innovation approach benefits organizations n terms of
achieving and sustaining short-term financial performance [74], increasing efficiencies,
sustaining technology and thinking with refinements over time [93], lowering costs,
enhancing effectiveness [94], and lowering risks. However, the disadvantage of using in-
cremental innovation is the slowness to reach targets before competitors which in turn

leads to the loss of competitive advantage in comparison with radical innovation [71].

3.2. Radical Innovation

Surviving in today’s business environment requires continually innovating by rein-
venting new products, processes, and business concept. Relying on incremental innova-
tion is no longer a viable business strategy. In order to survive the volatility of the en-
vironment which includes the emergence of global markets, powerful technologies, and
shortened product life cycles, firms need to be able to radically innovate and adapt
quickly to changing conditions [93].

Radical innovation has several descriptions such as discontinuous innovation,
emerging technology, and disruptive technology [75]. Radical innovation can be seen as
an abrupt major change or doing something differently from what was done before
[16]. [95] defined radical innovation as products and technologies that have a high im-
pact on the market in terms of offering new benefits, improving known benefits, or re-
ducing costs. [96] extended this definition stating that radical innovation refers to the
products and technologies that have a strong impact on the market in terms of new
benefits and on the firm in terms of creating new businesses. Further, radical innova-
tion results in something new such as new products or processes and is associated with
fundamental changes that are often implemented through specific innovation projects.
All these definitions of radical innovation relate to aspects of high market and techno-
logical uncertainty, new market creation, new capabilities, and the possibility that such

innovations might cannibalize a firm’s prior business model [75].
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Radical innovation can be seen from different perspectives. For customers radical
innovation implies greater change their behaviour in order to take advantage of the
benefits offered by radical innovation. For firms radical innovation requires major
changes in the organization [97]. Furthermore radical innovation means different
things to different organizations. For example in innovation generating organizations
radical innovation means creating new technologies, products, or services that would
drastically influence firm’s competitiveness by making existing technology, products, or
services obsolete. In innovation adopting organizations, radical innovation results in
major changes in the organization and its strategy [88].

The general aim of innovation is to meet the need of emerging customers or markets.
In order to so it follows a long term aggressive strategy where organizations attempt to
disrupt prevailing technological trajectories and create new designs, technologies, and
distribution channels for new markets. However, creating radically new products and
services and successfully marketing them is considered very difficult [20]. This is be-
cause the product concept is undetermined in the initial stages of the innovation proc-
ess and input from customers very early in the process is considered unhelpful as cus-
tomers have nothing to compare the new concept with or are unable to visualize the
potential use of a radically new product [74]. Therefore, the success of radical innova-
tion depends on several factors such as extending customer and competitor research
beyond traditional boundaries to learn from other industries [93], the ability to make
existing technologies obsolete by transforming old knowledge into new knowledge, and
building on knowledge resources that the firm does not have yet or is different from
existing ones [20].

Radical innovation yields several benefits such as creating step change in growth, in-
creased sales, extraordinary profits [71], Competitive advantage [74]. However, there
are some disadvantages to adopting radical innovation. For example, radical innovation
is considered highly resource intensive. It also involves a high level of risk and high cost
of failure [71]. Radical innovation is considered more risky than incremental innova-
tion because it requires substantial investments in new technologies or markets in addi-
tion to uncertain outcomes [74]. Furthermore, high degrees of risk and failure rates as-
sociated with radical innovation are the result of long-term development of radical in-
novation [88] where [98] stated that the time it takes for a concept to reach macro-
commercialization through radical innovation is over 20 years on average.

Even though there has been great debate regarding which innovation type is more
important, managers have realized the necessity for both radical and incremental inno-
vations [16]. According to [71], organizations usually have a portfolio of innovations
rather than just one specific innovation. Here many incremental innovations are un-
dertaken to yield short term results. They may also develop radical innovations that
lead to significant results in the medium and long term. Therefore, it can be noticed
that both radical and incremental innovations go hand in hand as incremental innova-
tion would reach its limit without radical innovation and without incremental innova-

tion the potential created by radical innovation would not be captured [94].
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4. Organizational Performance

Improving organizational performance is considered an essential requirement for cor-
porate strategic management, and as a result organizations tend to invest most of their
efforts to improve their performance [99] [100]. The potential success of an organiza-
tion depends to a large degree on its performance, which relates to its ability to effec-
tively implement strategies to achieve organizational objectives [101].

Several researchers have provided different definitions for organizational perform-
ance, since organizational performance is a fairly broad concept, and its meaning
changes in accordance with the user’s perspective and needs [27] [102]. Organizational
performance reflects the way an organization takes advantage of tangible and intangible
resources to achieve its goals [103] and the culmination of an organization’s working
process and activities [104]. [105] defined organizational performance in relation to the
organization’s goals and objectives. [106] referred to organizational performance as the
actual results or outputs of an organization as measured against that organization’s in-
tended outputs. Since organizational performance is a multidimensional concept, it
seeks to measure companies’ achievement of the objectives proposed for different
stakeholders in a given period [107].

Traditionally, the term performance was associated with measurements such as
profit, costs, and market share. However, it has been suggested that performance should
not be treated solely as a financial concept. Managers nowadays tend to place relatively
less emphasis on traditional financial measures in favour of approaches that shift focus
away from strict accounting consideration to more generic issues of business perform-
ance [27]. Different organizations use various types of measurement to evaluate per-
formance, the most commonly used today includes financial and non-financial per-
formance indicators [7].

Financial performance relates to data present in financial statements and accompa-
nied notes [108] such as profitability, sales growth, return on sales, return on invest-
ment, and return on equity [3]. Nonetheless, [109] claimed that financial measures of
performance only capture one part of organizational performance. This is supported by
[110] who advocated the movement toward recognizing non-financial measures, given
that they focus on a firm’s long-term success [27]. Non-financial performance relates to
the organization’s effective marketing activities and can be evaluated through customer
loyalty, customer satisfaction, market share, quality, new product development, and so
on [3] and [111]. These measures offer an alternative perspective on performance and
are key behaviours for supporting the achievement of positive financial performance
[112]. In this study non-financial performance was relied on to represent organiza-

tional performance.

5. Research Methodology
5.1. Research Model and Hypotheses

Based on the previous literature, the major elements of this research are established ei-

ther theoretically or empirically. Figure 1 represents a model for the study that shows
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Figure 1. Research model.

the independent variables within the construct of strategic orientation, the mediating
variable (innovation), and the dependent variable (organizational performance), and
the proposed relationship between them.

In order to test the relationship between the proposed variables, the following null
hypotheses were developed.

H;: Strategic orientation significantly affects organizational performance.

H,: Strategic orientation significantly affects innovation.

H,: Innovation significantly affects organizational performance.

H,: Innovation has a mediating effect on the strategic orientation-organizational

performance linkage.

5.2. Research Design

This research uses structural equation modelling (SEM) in order to study the relation-
ships proposed by the research model and to test the hypotheses. The basis for data
collection and analysis is a field study in which respondents answered all items on a five
point Likert-scale ranging from 1 (strongly disagree) to 5 (strongly agree). Prior re-
search was the basis from which elements were extracted to represent the different con-
structs of this study. These elements provided a valued source for data gathering and
measurement as their reliability and validity have been verified through previous re-
search and peer reviews.

Strategic orientation and its corresponding items (Ze. market orientation, technology
orientation, and entrepreneurial orientation) were adapted from [113]. Innovation
construct and its corresponding items (Ze. incremental innovation and radical innova-
tion) were derived from [86]. Organizational performance, represented by non-financial

performance, was adapted from [114].

5.3. Sample and Procedure

A self-administered questionnaire was used to gather data for hypotheses testing from

employees working in telecommunication companies, which include Zain, Orange, and
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Umniah. The instrument was reviewed by 10 employees at different from the three dif-
ferent companies in order to identify problems with wording, content, and question
ambiguity. Some minor edits were introduced and some changes were made based on
their suggestions. The sample size of this study was determined based on the Morgan
table where (252) employees were considered an appropriate sample size for statistical
analysis [115]. The demographic data of the respondents are reported in Table 1.

The majority of the participants in this study were males with a percentage of
(51.6%), whereas the female participants represented (48.4%) of the total participants.
With regards to age, it can be concluded that the employees working in telecommuni-
cation companies are aged between 25 and less than 30 years old with a percentage of
(36.1%). The remaining employees are categorized as follows: 26.6% less than 25 years
old, 22.6% from 30 - less than 35, and 14.7% are 35 years old and above. These results
may be explained by the fact that telecommunication companies require the presence of
constant creativity, innovation and the use of new technology on the part of its em-
ployees, which can be found in the younger generation compared to older generations.

In terms of experience, it can be noted that most of the employees have an experience
of 3-less than 6 years as indicated by the percentage (35.3%). 31.7% of respondents have
an experience of less than 3 years, 21.4%. Regarding position, the majority of the res-

pondents were employees with a percentage of (65.1%). The other respondents were

Table 1. Demographic data for respondents.

Category Frequency Percentage %
Gender
Male 130 51.6
Female 122 48.4
Age
Less than 25 years 97 26.6
From 25 - less than 30 years 91 36.1
From 30 - less than 35 years 57 22.6
35 years and over 37 14.7
Experience
Less than 3 years 80 31.8
From 3 - less than 6 years 89 35.3
From 6 - less than 9 years 29 11.5
9 years and over 54 21.4
Position
Top management level 22 8.7
Middle management level 26 10.3
Supervisory level 40 15.9
Employee 164 65.1
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categorized as follows: 15.9% supervisors, 10.3% holding a position in middle manage-
ment, and 8.7% holding a position in top management. These results reveal that the
work of the company is mostly performed by lower level employees who can be re-

ferred to as the engine that runs the company.

6. Research Results
6.1. Descriptive Statistics

In order to describe the responses and thus the attitude of the respondents toward each
question they were asked in the survey, the mean and the standard deviation were esti-
mated. While the mean shows the central tendency of the data, the standard deviation
measures the dispersion which offers an index of the spread or variability in the data
[115] [116]. In other words, a small standard deviation for a set of values reveals that
these values are clustered closely about the mean or located close to it; a large standard
deviation indicates the opposite. The level of each item was determined by the follow-
ing formula: (highest point in Likert scale — lowest point in Likert scale)/the number of
the levels used = (5 — 1)/5 = 0.80, where 1 - 1.80 reflected by “very low”, 1.81 - 2.60 re-
flected by “low”, 2.61 - 3.40 reflected by “moderate”, 3.41 - 4.20 reflected by “high”, and
4.21 - 5 reflected by “very high”. Then the items were being ordered based on their
means. Table 2 shows the results.

As presented in Table 3, data analysis results have shown that strategic orientation
and innovation do exist highly and respectively. Also, organizational performance is

applied to a greater extent.

6.2. Measurement Model

Confirmatory factor analysis (CFA) was conducted to check the properties of the

Table 2. Overall mean and standard deviation of the study’s variables.

Type of variable Variables Mean Standard deviation Level Order
Independent variables Strategic orientation 3.72 0.28 High
Market orientation 3.90 0.37 High 1
Technology orientation 3.83 0.50 High 2
Entrepreneurial orientation 3.43 0.56 High 3
Mediating variable Innovation 3.73 0.70 High
Incremental innovation 3.80 1.03 High 1
Radical innovation 3.66 0.92 High 2
Dependent variable Organizational performance  3.95 0.40 High

Table 3. Measurement model fit indices.

Model x* Df P x?/df IFI TLI CFI GFI AGFI RMSEA

Initial model  2989.467 1259 0.000 2374 0.76 0.75 074 0.78 0.81 0.074
Final model 1768.682 725 0.000 2.440 085 0.85 084 0.86 0.90 0.065
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instrument items. Indeed, the measurement model indicates how latent variables or
hypothetical constructs are assessed in terms of observed variables; and embodies the
validity and reliability of the observed variables responses for the latent variables [117]
[118].

Table 3 shows different types of goodness of fit indices in assessing this study initial
specified model. Because the initial CFA model did not provide an acceptable fit, twelve
items (MO5, MO6, MO7, MOS8, TYS8, TY9, TY10, EO5, EO6, NF7, NF8, and NF9) were
eliminated to obtain a better fitting measurement model. The results of the revised CFA
indicated that the chi-square (x*) value of the model was 1768.682, with 725 degrees of
freedom (p < 0.05), which implies that the measurement did fit the data well. The other
model fit indices used for this study were the x*/df (1768.682/725 = 2.440; threshold less
3 for a serious viewpoint or less 5 for acceptable criteria), the Incremental Fit Index
(IFI) of 0.85, Tucker-Lewis Index (TLI) of 0.85, Comparative Fit Index (CFI) of 0.84,
the Goodness-of-Fit Index (GFI) of 0.86, the Adjusted Goodness-of-Fit Index (AGFI)
of 0.90, and the Root Mean Square Error of Approximation (RMSEA) of 0.065. Based
on these fit indices, the measurement model appeared to fit the sample data well [118].

Table 4 shows the factor loadings, Cronbach alpha, composite reliability, and Aver-
age Variance Extracted (AVE) for the variables. All of the indicators of the factor load-
ings exceeded 0.50, thus constitute evidence of convergent validity [117] [119]. Indeed,
while the measurement reached convergent validity at the item level because all of the
factor loadings went above 0.50 except twelve items (MO5, MO6, MO7, MO8, TY8,
TY9, TY10, EO5, EO6, NF7, NE8, and NF9), all of the composite reliability values ex-
ceeded 0.60, demonstrating a high level of internal consistency for the latent variables.
In addition, since each value of AVE exceeded 0.50 [117] [118]; the convergent validity

was proved.

6.3. Structural Model

The SEM analysis revealed that strategic orientation directly, positively, and signifi-
cantly affected innovation (f = 0.263, t= 2.132, p = 0.033); thus, H, was accepted. Also,
innovation found to be directly and positively impacted organizational performance;
consequently, H; was accepted (see Table 5). However, H, was rejected as (5= 0.081, t
= 1.320, p = 0.182); that strategic orientation did not impact organizational performance.
Furthermore, the coefficient of determination (R?) for the research endogenous variables
for innovation, and organizational performance were 0.36, and 0.23 respectively, which
indicates that the model does account for the variation of the proposed model.

To test the mediating effects of IN, the study looked at both the direct effect of SO on
OP and its indirect effect through the mediatory path of IN. It was found that SO af-
fects OP significantly both directly (a = 0.210) and indirectly (a = 0.223), resulting in a
total effect size of @ = 0.433 (see Table 6). Thus, the data supported partial mediation.

7. Discussion

This paper explored the mediating role of innovation in the relationship between
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Table 4. Properties of the final measurement model.

Constructs and Factor Std. Squz‘lre Error Cronbach Composite
indicators loadings error multlplle variance alpha reliability* AVE™
correlation
Market
orientation 0.717 0.94 0.61
MO1 0.565 oex 0.322 0.321
MO2 0.737 0.109 0.235 0.332
MO3 0.855 0.101 0.432 0.311
MO4 0.789 0.089 0.532 0.312
MO9 0.535 0.081 0.435 0.335
MO10 0.616 0.085 0.541 0.341
MO11 0.733 0.065 0.245 0.336
MO12 0.843 0.053 0.347 0.321
MO13 0.719 0.078 0.632 0.319
MO14 0.664 0.093 0.625 0.338
MO15 0.871 0.092 0.529 0.346
z:ic(::'l(:i?og;’ 0.792 0.93 0.65
TO1 0.641 oex 0.341 0.216
TO2 0.587 0.123 0.365 0.214
TO3 0.740 0.098 0.265 0.344
TO4 0.659 0.078 0.412 0.344
TO5 0.633 0.056 0.312 0.144
TO6 0.758 0.079 0.431 0.144
TO7 0.520 0.098 0.439 0.144
Entrf:pren?urial 0.785 0.93 0.68
orientation
EO1 0.803 o 0.278 0.251
EO2 0.830 0.083 0.298 0.263
EO3 0.650 0.092 0.431 0.265
EO4 0.651 0.089 0.468 0.231
EO7 0.756 0.094 0.437 0.321
EO8 0.891 0.093 0.340 0.333
EO9 0.646 0.091 0.357 0.219
Incremental
innovation 0.909 0.86 0.68
II1 0.849 oex 0.445 0.421
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Continued
112 0.879 0.097 0.347 0.329
113 0.903 0.104 0.429 0.348
Radical

innovation 0.825 0.82 0.61

RI1 0.795 ot 0.490 0.424

RI2 0.758 0.094 0.439 0.417

RI3 0.797 0.087 0.397 0.339

rganizational

opfr P 0.905 0.92 0.57

OP1 0.532 ot 0.598 0.232

OP2 0.597 0.112 0.601 0.387

OP3 0.646 0.123 0.457 0.268

OP4 0.541 0.085 0.571 0.373

OP5 0.663 0.097 0.392 0.280

OP6 0.599 0.112 0.428 0.411

OP10 0.765 0.132 0.419 0.328

OP11 0.811 0.095 0.389 0.370

OP12 0.659 0.087 0.471 0.279

*Employing [120] formula, the composite reliability calculation is expressed by the following equation:
Composite Reliability = (z Li)z/((z Li)2 + ZVaI’(Ei)) where Li is the standardized factor loadings for each
indicator, and Var (Ei) is the error variance associated with the individual indicator variables. **The formula for the

variance extracted is: Average Variance Extracted = (" Li)2 / ((Z Li)2 + ZVar(Ei)) where Liis the standard-

ized factor loadings for each indicator, and Var (£J) is the error variance associated with the individual indicator
variables.

Table 5. Summary of proposed results for the theoretical model.

Research proposed paths Coefficient value t-value p-value Empirical evidence
H,;: SO > OP 0.081 1.320 0.182 Not supported
H,: SO >IN 0.263 2.132 0.033 Supported
H,: IN > OP 0.255 1.987 0.047 Supported

SO: Strategic Orientation; IN: Innovation; OP: Organizational Performance.

Table 6. Mediating effect of innovation.

Hypothesis From Mediation To Direct effect Indirect effect Total effect

H, SO IN (@) 0.210 0.223 0.433

SO: Strategic Orientation; IN: Innovation; OP: Organizational Performance.
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strategic orientation and organizational performance in telecommunication companies
in Jordan. The results were as follows.

H,: Strategic orientation significantly affects organizational performance.

In this study it was found that strategic orientation did not affect organizational per-
formance, which supports the findings of researchers such as [121] [122] [123]. Even
though it is claimed that strategic orientation has appositive effect on organizational
performance [4] [124] [125] [126] [127], the results of this study indicate otherwise.
The reason behind this contradiction may be related to the fact that most of the previ-
ous studies mentioned relied upon a single measure of strategic orientation or measures
different to the ones utilized in this paper. It may also be related to the use of financial
measures to represent organizational performance in those studies, whereas this study
focused on non-financial measures of organizational performance.

Furthermore, it has been reported that the effects of strategic orientation evolve
overtime and that the implementation of strategy is what truly matters for improved
organizational performance [4]. Therefore, it may be concluded that in the case of tele-
communication companies in Jordan are not necessarily implementing their proposed
strategies in the right way, thereby reducing the full impact that can be received from
those strategies on their performance.

H,: Strategic orientation significantly affects innovation.

In accordance with previous literature [17] [25] [28] [128] [129] [130], it was found
that strategic orientation is an antecedent of innovation. As a result, it can be argued
that this study theorized and empirically validated the idea that firms with high levels of
strategic orientation are better able to include innovative strategic choices in their cur-
rent and future operations. This conclusion may be attributed to the types of strategic
orientation chosen in this study. For instance, market orientation has been reported to
play a major role in the creation of a firm’s innovative competence [131]. Specifically,
market orientation positively affects the development of two certain competences; ex-
ploitation and exploration. Exploitation and exploration capabilities refer to existing
resources that are transformed into new functional competences to better fit changing
market conditions [132]. Therefore, when firms receive market insight they are bale to
seize market opportunities in an effort to improve their current capabilities or to de-
velop new capabilities [57].

Moreover, technology orientation can also lead to the development of innovative
competences. According to [59], the technical skills, R&D resources, and technological
base possessed by a firm can be central to bringing about innovative, better designed
products and services into the market. Such a technology-orientated firm is proactive in
acquiring new technologies and applying the latest technology to develop new products
or services or support its existing applications [57]. Consequently, a firm’s technology
orientation should lead to the development of more innovative, technologically supe-
rior products/services compared to competitors.

H,: Innovation significantly affects organizational performance.

The importance of innovation as a driver of performance has been well covered in
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the literature [73] [133]-[138]. The results obtained in this study support this conclu-
sion, where innovation was found to have a positive significant effect on organizational
performance. The premise behind this is that innovation enhances the organization’s
flexibility, willingness to change, and the introduction of new products/services while
reducing organizational inertia [42]. Therefore, it can be said that the adoption of in-
novation leads to ensured adaptive behaviour and organizational change that are key
for maintaining or improving performance [81]. Moreover, innovation offers a way for
organizations to breathe new life into existing products. This value added feature allows
organizations to enter new markets and reach new customers, which has a tremendous
impact on the performance of organizations [28].

H,: Innovation has a mediating effect on the strategic orientation-organizational
performance linkage.

Innovation was found to have a partial mediating effect on the relationship between
strategic orientation and organizational performance. Other researchers have attempted
to study the same path suggested in this study. [139] [140] found that innovation fully
mediated the relationship between strategic orientation and organizational perform-
ance, whereas [141] reported a partial mediating effect consistent with this study. In-
novation is considered a good variable for mediation since most types of strategic ori-
entation (Ze. market, technology, and entrepreneurship orientations) have been proven
to have positive relationships with innovation and performance, and innovation with
performance as indicated in the previous sections of this study. Market orientation re-
lates to implementing something new or different as a response to market conditions
and may be perceived as innovative behaviour. Such market oriented firms are able to
enhance the level of innovation and enjoy greater levels of success in the market [42].

Although both market orientation and innovation have significant effects on per-
formance, much of the variance in organizational performance is attributed to the me-
diating role innovation in the market orientation-performance linkage [139]. Similarly,
technology orientation and entrepreneurship orientation lead to the development of
innovation by creating additional knowledge learning behaviours [123]. Firms that ac-
quire and use their knowledge are able to create new solutions by exploiting their ex-
isting knowledge and exploring new knowledge to address customer needs that influ-
ences firm performance [57] [142]. As a result, firms with strategic orientation are able
to display greater ability to innovate that allows them to respond more successfully to
changes in the environment and develop skills that enable them to gain a competitive
advantage, ultimately leading to improved performance [143].

Having a successful strategy and a clear strategic orientation paves the way for or-
ganizations to become increasingly creative and innovative, which in the end deter-
mines whether organizations will survive and thrive or whether they will deteriorate
and die. Thus, the main purpose of this study was to investigate the mediating role
played by innovation in the link between strategic orientation and organizational per-
formance. The findings of this research revealed that the questionnaire used to measure

the three variables demonstrated good qualities in terms of reliability and validity. The
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demographic profile of the respondents that participated in this study showed that the
majority of the respondents were males, aged between 25 and less than 30 years old,
have experience of 3-less than 6 years, and hold non-managerial positions.

In addition, the descriptive statistics showed the mean and standard deviation of
each dimension and variable used in the questionnaire. The results showed that the re-
spondents had positive attitudes towards all the variables used in this study. The results
of conducting the path analysis using structural equation modelling showed that strate-
gic orientation did not significantly affect organizational performance, but did have a
significant effect on innovation. Furthermore, the results indicated that innovation did
have a significant effect on organizational performance. Regarding the test for media-
tion, it was found that innovation did mediate the link between strategic orientation

and organizational performance but only partially.

8. Conclusion

Although this study was based on existing literature, previous studies have been under-
taken in different settings and contexts to the one adopted in this study. Therefore, this
study contributes to the understanding of the importance of implementing a set of dif-
ferent strategic orientations that enable Jordanian telecommunication companies to
develop innovative capabilities that in turn allow them to improve their performance,
specifically non-financial performance. Most studies have focused on studying the ef-
fect of either strategic orientation or innovation on performance on their own. How-
ever, this study did not settle for that, rather it focused on studying whether innovation

played a mediating role between strategic orientation and organizational performance.
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