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orientations and strategic capabilities in impacting firm performance. Notably, it is ambiguous
how a firm’s strategic orientations are aligned with different strategic capabilities to maintain
competitive performance. To address this gap, the study employs a moderated mediation analysis
to investigate the mediating role of strategic capabilities in the relationship between market,
technology orientations, and firm performance. It also examines the moderating effect of envi-
ronmental dynamism in shaping the mediated association between strategic orientations and
performance. Based on the survey results of 205 large Ethiopian manufacturing firms, our find-
ings confirm that market orientation exerts a positive and significant influence on both marketing
and market-linking capabilities, while only marketing capabilities mediate the relationship be-
tween market orientation and firm performance. Likewise, there is a strong association between
technology orientation and strategic capabilities (i.e., technology and information technology
capabilities), mediating the relationship with firm performance. Meanwhile, environmental
dynamism influences the indirect relationship that exists between market, technology, and firm
performance through their corresponding strategic capabilities. Our study sheds light on strategic
management literature by showing the unique relationship and interdependency between stra-
tegic orientations and capabilities in attaining superior performance. This study also forwarded
some practical implications of the findings.

1. Introduction

The manufacturing industry is the fastest-growing sector of the Ethiopian economy [1] as a result of huge investments in economic
infrastructure like industrial parks and investment promotion. Ethiopia’s ambition to become a low-middle-income economy by
2029/30 demands the focus of economic activities to the manufacturing sector [2]. Further, with its ongoing economic transformation
and structural changes into a market-led economy, domestic firms are required to be more competitive as the country opens up its
economy to international competition by joining the BRICS alliance and aiming to be a member of the World Trade Organization
(WTO). In response to these changes in the competitive environment, firms should not only rely on procuring physical assets but also
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need to build and align their internal resources and capabilities to improve their competitiveness [3,4].

Firms make durable strategic decisions based on their values and principles, which often determine their long-term strategic be-
haviors and success [5]. Strategic behaviors are the result of strategic choices and are reflected in different strategic orientations. In
most cases, firms with strategic clarity employ individuals or combinations of strategic orientations, namely, market, technology,
entrepreneurial, and learning orientations [6,7]. Of these, market and technology orientations are the most prominent strategic ori-
entations that are distinctively engrained with strategic capabilities. Strategic orientations are the antecedent of firm performance
while intertwined with the strategic capabilities of a firm. Since emphasizing on specific strategic orientation/s per se barely produces
intended performance outcomes, firms need to deploy complementary capabilities to effectively exploit the crucial corporate resources
and external environmental opportunities. Therefore, creating economic value and attaining superior performance requires a wide
range of strategic capabilities [4]. Although it is impossible to exhaustively list all, core categories of capabilities that are common to
many organizations have been identified and used in prior studies [8,9].

Despite lacking a universal definition [7], stated that strategic orientations are "principles that direct and influence the activities of
a firm and generate the behaviors intended to ensure its viability and performance." Correspondingly [10], described “strategic ca-
pabilities as unique combinations of skills and accumulated knowledge that leverage organizations to deploy assets and coordinate
activities successfully” [8]. Further [11], noted that to be strategic, a capability must be honed to user needs, distinctive, and difficult
to imitate [4]. However, strategic management studies have provided a heterogeneous understanding regarding those topics. While
some studies conceptualized strategic orientations (i.e., entrepreneurial, market, and learning orientations) as strategic capabilities
[12-14], others presented mixed results regarding the effect of different strategic orientations on firm performance [15-18]. This
inconsistency in the literature creates confusion in our understanding of strategic orientations and capabilities. In light of this dis-
cussion, the joint influence of strategic orientations and strategic capabilities on firm performance remains a conceptual and empirical
research gap in the field of management in general. Little is known on how firms can translate market orientation (MO) and technology
orientation (TO) into better performance outcomes through deployment of the essential strategic capabilities [4].

On the other hand, studies have also argued that, instead of exerting a direct effect on firm performance, strategic orientation may
act through intervening variables [19-23]. A significant portion of such intervening variables include strategic capabilities and
environmental contingencies [24-26]. To this end, limited studies investigated the interrelations between MO and marketing capa-
bilities (MC) [21,27-29], technology-driven strategy, technology capabilities (TC), and their influence on performance in fragmented
manner [30]. Moreover, the contingent effects of prominent strategic orientations have not been fully explored in relation to firm
performance [19,31-34]. Thus, the study seeks to fill the existing knowledge gaps by investigating the mechanisms through which
different strategic orientations influence strategic capabilities and firm performance [22,35]. Accordingly, we are guided by two
research questions: To what extent do MO and TO facilitate the development of strategic capabilities? To what extent do strategic
orientations influence firm performance through strategic capabilities under a given environmental context?

Drawing upon the resource-based view (RBV) and contingency theories, the study proposed a conceptual framework that explicates
how strategic capabilities facilitate the relationship between different strategic orientations and firm performance under the
moderating role of environmental dynamism. This study is based on a sample of 205 large manufacturing enterprises drawn from
Africa’s fastest-growing economy, Ethiopia. The study employed a moderated meditation analysis with the aid of SPSS PROCESS
regression-based model number 7 [36] to examine the indirect associations that exist between strategic orientations, and firm per-
formance with the mediation role strategic capabilities. By investigating the moderated mediation effect of both market and tech-
nology orientations on firm performance via associated capabilities in a relatively stable environment, the study sheds light on the joint
impact of strategic orientations and strategic capabilities in achieving better organizational performance.

This study presents two relevant contributions to the extant literature in the field of strategic management. Firstly, the empirical
study identified the distinctive role of strategic orientations in the development of specific strategic capabilities and in shaping the
performance outcomes of organizations. Most previous studies discussed the direct impact of strategic orientations on firm perfor-
mance without considering their intersectional phenomenon with strategic capabilities and the contingent factors influencing per-
formance [37-40]. Secondly, the study ascertained the complementarity nature of both strategic resources and their interdependence
in achieving superior performance.

This paper is structured as follows: In the subsequent section, we present the theoretical background and the proposed conceptual
framework, introducing the notion of strategic orientations and strategic capabilities in driving firm performance, including the tested
hypotheses. Following the detailed description of the methodology employed in this article, we present the results and discussion of the
findings. The paper concludes with a presentation of the implications of the study as well as its potential limitations.

2. Theoretical background and hypothesis development
2.1. Strategic orientations

Strategic orientation reflects a behavioral or cultural predisposition and intrinsic behavior that mold business processes to realize
competitive performance [41]. Focusing on particular strategic behavior enables a firm to execute specific business domains and boost
performance. The choice of specific strategic orientation itself has its performance implications [42]. Literally, strategic orientations
encompass the efforts and actions to create and implement the necessary organizational behaviors to attain superior firm performance
[43]. Notably, there are four widely recognized strategic orientations: market, technology, entrepreneurial, and learning orientations
in strategic and marketing management literature [6,7,32]. Each strategic orientation has unique features and roles in organizations.
This study emphasizes on the two prominent strategic orientations: market and technology, since the majority of firms behave and
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position themselves in certain outside-in or inside-out approach to maintain customer-centric strategies or drive innovation and ef-
ficiency that enable them to successfully position themselves in today’s competitive environment [35,37].

The RBV provides elucidation about the role of strategic orientations in influencing organizational performance. According to this
notion, new knowledge characterized as crucial, rare, and barely imitable is a valuable resource that drives businesses into sustainable
competitive advantage [44]. Strategic orientation reflects decisions on a firm’s knowledge resources that must be preserved, evaluated,
and capitalized to gain a competitive advantage [22]. Consequently, strategic orientations are one source of competitive advantage
that facilitates the idiosyncratic deployment of strategic capabilities needed for better performance. A firm’s business model design has
significant performance effects and demands significant strategic alignments. Thus, enhancing internal decision-making ability re-
quires a strategic orientation that determines how firms should engage in intelligence data-gathering tasks [45]. Yet, studies have
presented mixed findings regarding the outcomes of different strategic orientations. One group of studies considered strategic ori-
entations as the main antecedent of firm performance [5] while others argued the need for deployment of complementary capabilities
[21,46,47].

2.2. Strategic capabilities

The RBV further proffers a broad understanding of the role of resources and capabilities that are valuable firm competences in
strategy design rather than industry membership [4,48]. The theory advocates the value of resource endowments as a means of
building a sustainable competitive advantage [44,49]. Accordingly, sustainable competitive advantage is a function of a firm owing
valuable, rare, inimitable, and non-replaceable (VIRN) resources and capabilities [11,44,49,50]. The notion of sustained competitive
advantage is based on the idiosyncratic deployment of firm resources linked to the heterogeneous nature of resource distribution and
the inability of competitors to easily replicate the benefits of a strategy and resource configurations that engender the competitive edge
[44,51]. As [44] posited that internal resources grant a sustained competitive advantage which includes all tangible and intangible
assets, organizational processes, information, and knowledge enabling a firm to devise and effectuate strategies that fundamentally
enhance its efficiency and effectiveness. Nevertheless, it is the effective utilization not mere possession of resources that creates a
competitive advantage leading to superior performance [51]. Though it has been a widely used theory in strategic management, it has
also drawn criticism due to its static nature and its failure to provide specific resource configurations that lead to the creation of
competitive advantage [52].

The capabilities view of the firm emanated from the discipline of strategic management [53] and its theoretical foundation the RBV
[4]. The perspective focuses on building distinctive core competences that cannot be easily mimicked by competitors. Capabilities are a
firm’s competences built on internal resources and intertwined with organizational processes [54] and distinctive-to-firm specific
managerial, organizational, functional, and technological endowments that proffer competitive rents [11]. Strategic capabilities have
been defined as “complex bundles of skills and accumulated knowledge that enable firms [or SBUs] to coordinate activities and make
use of their assets” [8,10] required to create economic value and sustain competitive advantage. It is the product of a firm’s ability to
organize its resources and strategic business processes in a unique and value-adding system [8]. The concept of strategic capabilities
underlines the distinctive nature of organizations [11]. Seeking an optimal mix of resources builds the basis of strategic capabilities
and achieving the required mix becomes an unceasing struggle in the process of capability reconfiguration.

Based on studies conducted using survey data across several industries from three countries [10], developed major categories of
strategic capabilities of strategic business units (SBUs): marketing, market-linking, technology, information technology (IT), and
management capabilities [4]. Marketing capabilities include skills in the effective deployment of distribution outlets, pricing, pro-
motion, and advertising strategies relative to competitors that help to exploit market sensing and technological capabilities and
execute marketing strategies [9,10,55]. Market-linking capabilities (MLC) comprise market sensing, networking and customer linking,
and tracking competences, including creating and maintaining long-term bonds with customers, suppliers, and channel members that
enable a firm to respond to real-time customer preferences and allow the firm to harness marketplace rents [9,10]. Technology ca-
pabilities encompass innovations, product development, operation, and materials management process capabilities that grant a firm to
minimize costs of production as well as increase operational efficiencies and competitive performances [56]. Information technology
capabilities (ITC) imply a system that permits the firm to successfully disseminate market information to the entire functional units
thereby buttressing new product development activities. Lastly, management capabilities include skills related to coordinated plan-
ning, forecasting as well as human, and financial management capacities [9,10,56]. Overall, this strategic capabilities framework of
[10] has been extensively used and supported in strategic management literature. They have developed 11 scaled items to measure the
strategic capabilities of different SBUs relative to their rivals and their ability to sustain competitive performance.

2.3. The research gap

Most of the prior studies focus on discussing how specific strategic orientations impact organizational performance without taking
into account the external environmental factors [21,35,57]. These studies were primarily interested in answering whether market or
technology orientation can lead to superior performance mainly in small and medium-sized enterprises (SMEs). Studies assessing the
unique relationship that exists between strategic orientations and strategic capabilities are rarer [30,58,59]. Moreover, few studies
investigated the joint impact of different strategic orientations on firm performance [35,37]. The majority of empirical studies used
different mediators such as marketing capabilities [46,57,58,60] and technology capabilities [30], innovativeness [23] learning
orientation [38], pricing capability [25], and moderators like competitive intensity [58,61], marketing management [43] in the
relationship between market, technology orientations and firm performance. While those studies provide some insights regarding the



Table 1

Overview of key studies on strategic orientations and capabilities.

Authors Research questions Methods and sample Key findings
Our study What is the joint impact of strategic orientations and strategic Moderated mediation n = 205 Strategic orientations and capabilities are interdependent and jointly influence firm
capabilities on firm performance? manufactures performance.
Environmental dynamism strengthens the association.
[58] Does MO influence performance in export markets? Structural education modeling (SEM) n Marketing capabilities mediate the MO-performance relationship. competitive intensity
= 491 export ventures based in China strengthens the relationship
[46] How deployment of MO and marketing capabilities affect SEM n = 230 U S. firms MO and marketing capabilities are complementary assets contributing to improved firm
performance? performance.
[21] How MO and capabilities can enhance the performance of a firm?  Qualitative Combination of MO and marketing capabilities enhance a competitive advantage and firm
performance
[57] Does MO facilitates the development of external market capabilities, Moderated hierarchical regression n = MO facilitates the development of both market capabilities and in turn enhances
before influencing organizational performance? 159 organizational performance.
[61] How much the interplay between MO, strategic flexibility affect firm Ordinary least squares regression n = Interaction among MO, strategic flexibility and competition intensity explain variance in small
performance? 272 firms from India firm performance
[59] Does collaborative communication affect market related capabilities Partial least squares structural model n Market-relating capabilities (i.e., market-linking and marketing capabilities) completely
and performance? = 167 electronics industry in Taiwan  mediate the collaborative communication—financial performance
[25] Does MO leads to the development of pricing capability and improve Partial least squares structural equation MO significantly contributes to development of pricing capability, which in turn improves
business performance? modeling n = 298 Indian SMEs performance
[15] Can there be too much of MO a good thing? Regression techniques Longitudinal There is curvilinear relationship between MO and firm performance.
dataset drawn from the S&P 500 n =
449
[60] To what extent MO and social media use impact market sensing Partial least squares path modeling MO stimulates social media use to enhance market-sensing capability thereby facilitating two
capabilities and performance? method n = 143 UK B2B SMEs customer-linking capabilities, which collectively contribute to greater marketing performance
and financial performance
[38] Does learning orientation mediates the relationship between MO and SEM n = 309 Brazilian SMEs in the There is a positive and significant relationship between MO, learning orientation and business
business performance? metal-mechanic and wine sectors performance
[62] To what extent does strategic orientations promote firms’ digital SEM n = 174 Chinese manufacturing  TO and customer orientation play a critical role in driving firms’ digital capabilities.
capabilities and new product development performance in the firms TO plays a more significant role than customer orientation in contributing to performance
context of digital transformation?
[35] Do having different combinations of strategic orientation leads to ~ Non-hierarchical cluster analysisn =  Co-alignment of TO with MO can help firms enhance their performance
sustainable innovation performance? 373 Italian manufacturing firms
[23] Does technology orientation predict firm performance through firm Regression analysis. n = 478 Software TO predicts firm performance and innovativeness mediates the relationship between TO and
innovativeness? houses in Pakistan performance
[40] Does the role of strategic orientation, strategic audacity and focal =~ Regression analysis (n = 282) TO focusing on efficiencies and markets drive firm performance to nonfamily
goals differ in driving firm performance depending on the company companies in developing European
type? Union countries
[43] To what extent does the relationship between a firm’s strategic Hierarchical.regression n = 1603 Firms combining customer/TO outperform. Marketing management positively moderates the
orientations, marketing management affect innovation French manufacturing firms relationship between orientation and performance
performance?
[30] Are strategic capabilities the missing links in the relationship Hierarchical regression n = 146 U S. Technology-driven strategy is positively associated with firm performance through technology
between technology-driven strategy and firm performance? new ventures capabilities and IT capabilities
[371] What is the joint effect of entrepreneurial orientation (EO), MO, and Partial least squares structural equation EO, MO, and TO have a positive and significant effect on financial performance.

TO on firm performance?

modeling n = 206 SMEs in Saudi
Arabia
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association between strategic orientations and capabilities, they failed to assess the joint effects of both market, technology orien-
tations and strategic capabilities such as market-linking and IT capabilities on firm performance by incorporating important envi-
ronmental factors in the equation. Our study aims to explore the complex interaction between the two prominent strategic orientations
and capabilities in impacting firm performance under given environmental contingencies and to test the hypotheses in a developing
market settings. Table 1 briefs relevant research upon which we have built our study, and further highlights the uniqueness of the

paper.
2.4. Market orientation, marketing-related capabilities, and firm performance: the moderating role of environmental dynamism

The concept of market orientation was introduced by [63], referring to the actions of an organization related to the production,
spread, and readiness to meet the information needs of customers and the intelligence required to outsmart rivals. MO has been
assumed to be organizational culture [64], firm resource [58], and capability [65,66]. It is a means of building distinctive
market-based strategic capabilities that enable a firm to harness market information and upgrade its competitive advantage [46,58].
These capabilities include marketing capabilities and market-linking capabilities.

MCs are useful resources that enable a firm to better position itself in the market [67]. Complementing MO with marketing ca-
pabilities strengthens firms’ competitive advantage which in turn improves organizational performance [21]. Similarly, a firm can
deploy its market-linking capabilities to scan market opportunities ahead of its rivals and to interconnect its other capabilities to the
external environment [8]. By linking upstream and downstream, firms ensure access to information, guarantee the quality of raw
materials, lower transaction costs and secure important resources [68]. A firm pursuing MO can efficiently utilize its market-linking
capabilities to enter into new markets and to outperform competitors [60,69]. Thus, MO accelerates the advancement of
customer-linking capability before impacting firm performance [57].

According to Ref. [5], MO represents the demand-pull philosophy involved in satisfying explicit and latent demands. This
market-driven view indicates the firm’s outside-in strategy centered on maintaining the loyalty of clients by offering distinguishable
value to customers. In contrast, marketing and market-linking capabilities are internal resources required to build core competences
needed to create superior value and satisfy customers [8]. The strategic alignment of the external market environment with a strong
internal resource base strengthens firm performance. In this regard, MO is a key antecedent for the development of marketing ca-
pabilities [21,70] and market-linking capabilities which serve as a missing link towards competitive performance [60]. This
complementarity between market orientation and marketing capabilities led to greater customer value creation and improved firm
performance [21,46,70,71]. Therefore, both marketing and market-linking capabilities significantly affect customer-focused perfor-
mance and financial performance [59,60,70].

Moreover, since MO reflects an outside-in approach, it is also highly impacted by the dynamics in the external environment.
Environmental dynamism denotes the frequency of change in the external environment in connection to demand, competitors,
technology, and regulations [72]. These variations create opportunities and have significant implications in determining firms’
strategic responses, including strategy formulation and configurations of capabilities and organizational outcomes [73]. MO enables
firms to sense the changing needs of customers and effectively respond via marketing capabilities that are needed to succeed in a
dynamic environment. High degree of environmental dynamism offers better opportunities to market-oriented firms [74,75]. MO seek
to understand the environmental changes to proactively respond to customers’ needs. This process demands marketing capabilities
that can enhance firm performance [25]. High level of environmental dynamism requires the integration of MO, marketing and
market-linking capabilities to improve firm performance [76]. Despite environmental changes involve risks, market driven firms
unveiling effective marketing capabilities will outperform their rivals in dynamic environment than in stable environment. We also
assume that, depending on levels of firms’ capabilities, the environmental dynamics strengthens the relationship between market
orientation and firm performance [25]. Thus.

H1. Competitive firms emphasizing on market orientation exhibit strong marketing (H1a) and market-linking capabilities (H1b),
mediating the association between market orientation and firm performance.

H2. Environmental dynamism moderates the indirect relationship between market orientation and firm performance through both
marketing (H2a) and market-linking capabilities (H2b).

2.5. Technology orientation, technology-related capabilities, and firm performance: the moderating role of environmental dynamism

TO represents the propensity of both a firm and the belief of management towards the production and utilization of the latest
technologies with intention to lead and interlink the market [7,77]. This disposition also fosters innovative mechanisms in the
deployment of digital and renovating products [41,62]. Firms pursuing a technology-driven strategy focus on improving technology
applications in their processes to achieve organazional growth [78]. These type of firms chose to compete in the market through
providing new solutions and deploying leading technology in their production processes or by launching a series of new products.

Research has found that firms emphasizing on TO allotted huge amounts of finance to exploit the benefits of innovations that may
contribute to the introduction of new techniques, products, and services [23,35]. The allocated budget is devoted to regularly be
involved in proactive research and development projects that can improve organizational performance [79]. In such a way, TO drives a
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firm to manufacture high-quality products that exceed customers’ expectations, through high degree of innovativeness that ultimately
enhance performance [23].

On the other hand, technology capabilities build competitive advantage through reducing relative cost positions or creating dif-
ferentiation which lower transaction and operational costs, supporting product development, optimal inventory management, and
improving system efficiencies [10,80]. Technology capabilities are considered as core competences that build and maintain
competitiveness. Competences encompass skill sets and know-how that are vital to innovate and develop new products as well as
reinforce key corporate resources. These resources make possible the use of a firm’s assets, including managerial knowledge and
capabilities [81].

Technology-oriented firms follow an inside-out approach that focuses on developing internal capabilities to produce high-value
products, which in turn influence firm performance [40]. The alignment between TO and technology capabilities exhibit detri-
mental impacts on firm performance [43]. Extant literature has found a strong association between technology capabilities and firm
performance [19,23,30]. In essence, effective technology capabilities enable firms to flourish and attain superior performance [80]
through the exploitation of innovations [35,82].

Technology-oriented firm also focuses on configuring advanced technology and maintaining strong relations with key stakeholders
like customers and suppliers, research firms [23], and deploying digital technologies across all functional domains [83]. To this end,
the ability to efficiently manage information and communication technologies for the entire organization is indispensable. Thus, TO
facilitates the deployment of IT resources and the development of digital capabilities [62]. IT capabilities encompass a firm’s technical,
managerial, and IT system competences [84]. Innovative usage of resources creates IT capability, which is linked to higher strategic
flexibility that reinforces organizational growth and competitive performance [10,62,85]. A more creative utilization of IT capabilities
leads to superior firm performance by advancing the speed of decision-making and degree of responsiveness to changes in the market
environment [8,85].

Few studies showcased the presence of indirect and contingent effect between IT capabilities and business performance [30,86,87].
There are reasons to posit that the link between technology orientation and performance is indirect. First, TO creates a conducive
climate for the development of technology-related capabilities before impacting performance. Secondly, TO leads to different types of
innovation, thereby strongly influencing performance through increased firm innovativeness and efficiency [19,23,35]. Thus, a
technology-driven strategy improves firm performance through technology and IT capabilities [30,62].

TO reflects firm’s inside-out approach in relation to the external environment. To technology-oriented firms which possess strong
technology-related capabilities, changes in the external environment create better opportunities [75]. The velocity of change in the
market needs technology capabilities to seize the prevailing opportunities. According to RBV, valuable, rare, and non-imitable re-
sources allow a firm to gain competitive advantages in highly competitive environment [11,88]. To this effect, environmental
dynamism solidify the synergy between TO and technology-related capabilities in driving firm performance. Firms with a strong TO
boost their performance under the condition of high degree of environmental dynamism since they develop core competences required
to meet the changing demands of the market with the introduction of new processes or products [62,78]. Therefore, we assume that
environmental dynamism reinforce the mediated link between TO and firm performance by technology-related capabilities, since
possessing these resources enables firms to excel under highly dynamic environment. Accordingly, we propose the following hy-
potheses (Fig. 1).

H3. Competitive firms emphasizing on technology orientation exhibit strong technology (H3a) and IT capabilities (H3b), mediating
the association between technology orientation and firm performance.

H4. Environmental dynamism moderates the indirect relationship between technology orientation and firm performance through
both technology (H4a) and IT capabilities (H4b).

Environmental Marketing
Dynamism Capabilities
/Y/‘,i
L4,
Market- b %
Market B 6. 4,
Orientati Linking ) :
D Canabilities Firm
Performance
Technology
Orientation Technology e B
Capabilities
W *
IT
Capabilities

Fig. 1. Conceptual model.
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Variable definition and literature review
Dependent variable: firm performance

Define dependent and independent variables Independent variables: MO, TO, MC, MLC, TC, ITC
and environmental dynamism

Developing hypothesis and constructing conceptual framework

Four main hypotheses were developed and moderated

mediation model was constructed

. . . Data processing and model testing
Questionnaire design and data gathering

Reliability and validity test Model validation

Testing structural model (CFA) v

Data analysis and hypotheses testing
Use PROCESS MACRO model 8 and test the

hypotheses
Method application

Establish the relationship between variables

Moderated mediation analysis results

Draw insightful conclusions, theoretical and practical

Interpreting results implications

Fig. 2. Methodology flowchart of the study.

3. Methodology

This study employed five research methodology process (as illustrated in Fig. 2). Stage 1 involved definition and identification of
variables through comprehensive literature review. Stage 2 comprised of the formulation of research hypotheses and conceptual
framework of the study. In stage 3, we tested the reliability and validity of data. Further, we run confirmatory factor analysis (CFA) to
test the structural model and assess the model fitness. In stage 4, PROCESS MACRO was utilized to investigate environmental
dynamism moderated mediation effect of strategic orientations, capabilities and firm performance. Lastly, in stage 5, we interpreted
the results and relevant conclusions were drawn.

3.1. Data

The survey was conducted on Ethiopian large manufacturing industries between the month of July and October in the year 2023.
Manufacturers with more than 100 permanent employees and a total asset worth more than birr 90,000,000 ($1,587,460.50) are
categorized as large manufacturing enterprises [89]. Based on the information obtained from the Ministry of Industry, there are round
1135 registered large manufacturing enterprises in Ethiopia. Using a cluster sampling technique, wide range of local manufacturers
that have operated for more than 5 years were surveyed. The clusters include chemicals, pharmaceuticals, food and beverage, footwear
and clothing, construction materials, textiles, plastic and leather products. A total of 400 questionnaires were distributed to senior
managers with in the selected clusters. The survey was undertaken in highly industrialized regions of Ethiopia, namely Amhara,
Oromia, Sidama regional states, and Addis Ababa and Dire Dawa city administrations. By sampling only large manufacturing-based
firms, the study effectively controlled the macro-industry effects through the elimination of other industry sectors (e.g. agriculture
and mining) from the sample.

The survey was conducted in two stages. In the first phase, the physical delivery of questionnaires and support letters were
distributed to selected executives drawn from sample manufacturing firms. In the second stage, a collection of response was made one
week after the initial reminder calls to the participants. Accordingly, 156 responses were received in the beginning stage of stage two.
At the end of this stage, the remaining 49 responses were collected. Consequently, a total of 205 useable questionnaires were gathered,
with a response rate of 51.25 %.

Nonresponse bias was assessed by a comparison of [1] sample statistics to known values of the population, such as number of
employees, and [2] first-round and second-round data. Both procedures revealed insignificant differences between both samples
(Armstrong & Overton, 1977).

Reliance on data collected through self-reported questionnaire from a single source entail data collection biases. To this end, the
study employed both procedural and statistical techniques to control and detect those biases [90,91]. The Harman’s single factor test
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Items  Constructs/Description Standardized Factor
Loadings
Market Orientation (a = 0.887, CR = 0.874, AVE = 0.585, MSV = 0.513)
Mol Our business objectives is driven by customer satisfaction 0.631
Mo2 We monitor our level of commitment to serving customers’ needs 0.692
Mo3 Our strategy for competitive advantage is based on our understanding of customers’ needs 0.812
Mo4 Our business strategies are driven by our beliefs about how we can create greater value for customers 0.851
Mo5 Our company understands how everyone in our company can contribute to creating customer value 0.814
Technology orientation (a = 0.8868, CR = 0.888, AVE = 0.666, MSV = 0.555)
Tol We use sophisticated technologies in our new product development 0.739
To2 Our new products are always at the state of the art of the technology 0.826
To3 Technological innovation, based on research results, is readily accepted in our organization 0.854
To4 Technological innovation is readily accepted in our program/project management 0.840
Marketing capabilities (« = 0.896, CR = 0.887, AVE = 0.567, MSV = 0.493)
Mcl Knowledge of customers. 0.743
Mc2 Knowledge of competitors 0.690
Mc3 Integration of marketing activities 0.766
Mc4 Skill to segment and target markets. 0.753
Mc5 Effectiveness of pricing programs 0.759
Mc6 Effectiveness of advertising programs. 0.802
Market linking(a = 0.907, CR = 0.907, AVE = 0.619, MSV = 0.437)
ML1 Market sensing capabilities. 0.809
ML2 Customer-linking (i.e. creating and managing durable customer relationships) capabilities. 0.799
ML3 Capabilities of creating durable relationship with our suppliers. 0.787
ML4 Ability to retain customers. 0.784
ML5 Channel-bonding capabilities (creating durable relationship with channel members such as whole sellers, retailers, etc.). ~ 0.805
ML6 Relationships with channel members. 0.734
Technology capabilities(a = 0.899, CR = 0.897, AVE = 0.593, MSV = 0.493)
Tcl New product development capabilities. 0.654
Tc2 Manufacturing processes 0.749
Te3 Technology development capabilities. 0.820
Tc4 Ability of predicting technological changes in the industry 0.807
Tc5 Production facilities. 0.808
Tc6 Quality control skills 0.769
IT capabilities(a = 0.847, CR = 0.848, AVE = 0.529, MSV = 0.401)
Icl IT systems for new product development projects Deleted
Ic2 IT systems for facilitating cross-functional integration 0.644
Ic3 IT systems for facilitating technology knowledge creation 0.747
Ic4 IT systems for facilitating market knowledge creation 0.801
Ic5 IT systems for internal communication (e.g., across different departments, across different levels of the organization, 0.732
etc.)
Ic6 IT systems for external communication (e.g., suppliers, customers, channel members, etc.) 0.703
Environmental dynamism(a = 0.859, CR = 0.863, AVE = 0.560, MSV = 0.513)
Ed1 In our market, customers’ preferences change very quickly over time 0.773
Ed2 For our market, market demand and consumer tastes have been unpredictable 0.784
Ed3 Actions of local and foreign competitors have been highly unpredictable 0.789
Ed4 The competition of our business is changing very rapidly 0.744
Ed5 In our environment, new business models evolve frequently. 0.641
Performance(a = 0.844, CR = 0.844, AVE = 0.577, MSV = 0.555)
P1 Average sales volume growth for the last three years 0.693
P2 Average profit over the past three years 0.741
P3 Average market share growth in three years 0.792
P4 Average return on investment in three years 0.806

Model Fitness: X2 = 1071.548, df = 747, X2/df = 1.434, RMSEA = 0 0.046,RMR = 0.084, TLI = 0.933, GFI = 0.817, CFI = 0.939

was used to assess the common method bias for the variables and the result indicated that the explained variance was less than 50 %
(29.80 %), referring absence of the common method bias [91]. We also examine the correlation matrix (see, Table 3), to check the
presence of high correlations (>0.9) as potential indicators of common method bias [92]. The results of the analysis show that common
method bias is not a concern. Further, to control social desirability bias, we have informed the respondents regarding the confiden-
tiality and anonymity of responses. Moreover, we have designed the questionnaire without including respondent’s personal profiles to
enable them genuinely rate the status of each variable [90].



Table 3
Descriptive statistics and pairwise correlations.
Variables Mean SD 1 2 3 4 5 6 8 9 10
1-No. Employees 628.737 387.6219 1
2-Age 7.551 2.8325 0.060 1
3-Market Orientation 4.893 1.174 —0.110 0.053 1
4-Technology orientation 4.795 1.087 —0.093 0.126 0.532%* 1
5-Marketing capabilities 5.320 1.143 —0.173* 0.114 0.538%* 0.468%* 1
6-Market linking 5.078 1.053 —0.033 0.023 0.558** 0.398** 0.590** 1
7-Technology capabilities 5.077 1.312 —0.083 —0.135 0.253** 0.330** 0.166* 0.169*
8-IT capabilities 5.182 0.865 —0.041 0.096 0.319%* 0.437%* 0.481%** 0.328%* 1
9-Environmental dynamism 3.162 1.122 0.157* —0.019 —0.612%* —0.626** —0.600%* —0.564** —0.409 1
10-Performance 5.148 1.050 —0.165* 0.066 0.438** 0.647** 0.560** 0.409** 0.535%* —0.552%* 1

Note: * Significant at p < 0.05; **p < 0.01; SD, standard deviation.
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3.2. Measures

Each respondent was requested to provide his/her level of agreement in 7-point Linkert scale items for strategic orientations on a
series of 7-point Linkert scale items (1-strongly disagree and 7-strongly agree) and further asked to rate their SBU’s strategic capa-
bilities relative to their major competitors (modified scale, 1-much worse than our competitors and 7-much better than our com-
petitors) and performance (1-well below industry average and 7-above industry average). Well-established measures of different
strategic orientations: market orientation [82,93], technology orientation [94], and firm performance [95,96] were used. Similarly,
the four major categories of strategic capabilities, namely marketing, market-linking, technology, and information technology ca-
pabilities, were explicitly measured using validated scales adapted from previous works [9,10,55,92].

3.3. Measurement models

The SPSS PROCESS regression-based model number 7, the moderated meditation model [36] was employed to test the hypotheses
of the study. Compared to other competing methods, PROCESS allows for testing complex mediation models and is less sensitive to
violations of assumptions, including small sample size [97]. Table 2 presents the confirmatory factor analysis (CFA) within AMOS
which was assessed before testing the structural model to establish the measurement model’s validity [98]. Each item was assessed and
allowed to load into its proposed indicator. All item’s standardized factor loading was above the required threshold of 0.6 [99], which
ranges between 0.52 and 0.90. Similarly, the average variance extracted (AVE) surpassed the recommended threshold (i.e., AVE >0.5)
ranging from 0.54 to 0.63 as it is evidence of good convergent validity. Additionally, the Maximum Shared Variance is less than the
respective AVE for all variables which is another indication of convergent validity. The Cronbach alpha and composite reliability
scores for all variables are above 0.70, which is evidence of good reliability. Further, using [100] criteria, good discriminant validity
was established. The topmost values are the square root of AVE and other values are inter-construct correlations. These values should
be higher than other values in their corresponding rows and columns (see Table 6, appendix).

Further, the result of CFA for relative chi-square (x2/df), root mean square error of approximation (RMSEA), standardized root
mean residual (RMR), Tucker-Lewis index (TLI), and comparative fit index (CFI) show all threshold values for a reasonable fit statistics,
including (x2/df = 1.434, RMSEA = 0.046, TLI = 0.933, CFI = 0.939) were used to evaluate the fit between the hypothetical model and
the sample data. All values meet the recommended thresholds set by [101]]. Additionally, Table 3 depicts descriptive statistics and
inter-correlation matrix, with values less than 0.70, indicating the absence of multi-collinearity problem [102].

4. Results

The study employed a moderated mediation analysis using SPSS PROCESS regression-based model number 7 (Hayes, 2012). As it is
presented in Table 4, the results revealed that both MO and MC are directly related to firm performance (MO: b = 0. 0.1501, p < 0.05,
95 % bootstrap CI [0.0218, 0.2785]; MC: b = 0.3818, p < 0.001, 95 % bootstrap CI [0.2436, 0.5199]). Nevertheless, the direct effect of
market-linking capabilities on performance (MLC: b = 0.0673, p < 0.05, 95 % bootstrap CI [—0.0828, 0.2175) resulted in an insig-
nificant outcome.

On the other hand, the relationship between MO and both marketing, as well as market-linking capabilities (b = 0.1647, p < 0.05,
95 % bootstrap CI [0.0283, 0.3012]; b = 0.2334, p < 0.05, CI [0.1036, 0.3632]), is higher, indicating a strong association between the
two groups of complementary strategic resources. The analysis further confirms the indirect effect of MO on the performance of large
manufacturing firms through marketing capabilities (b = 0.0629, p < 0.05), supporting Hla, while market-linking capabilities were
found to be insignificant in mediating the relationship (b = 0.0157, ns), rejecting H1b.

Moreover, we analyzed the moderating effect of environmental dynamism on the indirect relationship between market orientation
and firm performance via marketing and mark-linking capabilities. Accordingly, the result indicated that environmental dynamism
significantly influence the indirect relationship that exists between MO and firm performance through marketing capabilities (b =
0.0457, 95 % bootstrap CI [0176, 0.0800]). Meanwhile, this indirect effect becomes stronger when environmental dynamism turns out
to be higher (b = 0.1141, 95 % bootstrap CI [0.0418, 0.2004]), supporting H2a. However, moderated mediation through market-
linking capabilities (b = 0.0064, 95 % bootstrap CI [—0.0103, 0.0313]) is insignificant, rejecting H2b.

As it is shown in Table 5, the results indicated that TO, TC, and ITC are directly associated with firm performance (TO: b = 0.4283,
p < 0.001, 95 % bootstrap CI [0.2000, 0.4322]; TC: b = 0.1759, p < 0.001, 95 % bootstrap CI [0.0936, 0.2581]; ITC: b = 0.3321,p <
0.001, 95 % bootstrap CI [0.2035, 0.4607]), respectively. This finding revealed that both resources impact firm-level performance
significantly. On the other hand, there is a strong relationship between TO and technology-related strategic capabilities. Specifically,
TO has a positive and significant effect on technology (TC: b = 0.3945, p > 0.05, 95 % bootstrap CI [0.1804, 0.6086]) and IT ca-
pabilities (ITC: b = 0.2324, p > 0.05, 95 % bootstrap CI [0.0980, 0.3667]). Additionally, the analysis showed that both technology (TC:
b =0.0694, p > 0.05, 95 % bootstrap CI [0.0253, 0.1259]) and IT capabilities (ITC: b = 0.0772, p > 0.05, 95 % bootstrap CI [0.0265,
0.1357]) mediate the relationship between TO and firm performance, supporting H2a and H2b.

Furthermore, we have tested the moderating role of environmental dynamism on the indirect interaction between TO and per-
formance. Although the overall conditional effect was found to be insignificant, the study shows that under the conditions of both low
and high environmental dynamism, the moderated indirect association between TO and performance through technology capabilities
(b = 0.0693, 95 % bootstrap CI [0.0236, 0.1335]) and information technology capabilities (b = 0.0752, 95 % bootstrap CI [0.0273,
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Table 4

Market orientation, market-related capabilities, and performance.
Relationship/Variable b SE CI
Constant 2.8621 0.4470 1.9806 3.7437
Direct Relationships
MO- > Performance 0.1501 0.0651 [0.0218, 0.2785]
MO — > MC 0.1647 0.0692 [0.0283 0.3012]
MO—— > MLC 0.2334 0.0658 [0.1036 0.3632]
MC- > Performance 0.3818 0.0700 [0.2436, 0.5199]
MLC- > Performance 0.0673 0.0761 [-0.0828, 0.2175]
Indirect Relationships
MO— > MC- > Performance 0.0629 0.0347 [0.0004 0.1359]
MO— > MLC- > Performance 0.0157 0.0220 [-0.0281 0.0618]
Moderated Indirect Relationships (via MC) Effects SE
Low Level of Environmental Dynamism 0.0085 0.0149 [-0.0661 0.0894]
High Level of Environmental Dynamism 0.1141 0.0403 [0.0418 0.2004]
Index of moderated mediation 0.0457 0.0160 [0.0176 0.0800]
Conditional Indirect Relationships (via MLC)
Low Level of Environmental Dynamism 0.0396 0.0555 [-0.0210, 0 0.0419]
High Level of Environmental Dynamism 0.0229 0.0319 [-0.0516, 0.0874]
Index of moderated mediation 0.0064 0.0103 [-0.0103, 0.0313]
Controls;
Age —0.0002 0.0002 [-0.0375 0.0472]
Size —0.0002 0.0002 [-0.0005 0.0001]
F 21.1481** 0.7374

Note: **p < 0.01, *p < 0.05, 1p < 0.1 (two-tailed test, n = 205) R-sq = 0.3470.

Table 5

Technology orientation, technology-related capabilities, and performance.
Relationship/Variable b SE CI
Constant 5.7665 0.2792 [5.2158 6.3171]
Direct Relationships
TO- > Performance 0.4283 0.0534 [0.2000 0.4322]
TO — > TC 0.3945 0.1086 [0.1804 0.6086]
TO—— > ITC 0.2324 0.0681 [0.0980 0.3667]
TC- > Performance 0.1759 0.0417 [0.0936 0.2581]
ITC- > Performance 0.3321 0.0652 [0.2035 0.4607]
Indirect Relationships
TO— > TC- > Performance 0.0694 0.0262 [0.0253 0.1259]
TO— > ITC- > Performance 0.0772 0.0282 [0.0265 0.1357]
Moderated Indirect Relationships (via TC)
Low Level of Environmental Dynamism 0.0694 0.0318 [0.0148 0.1360]
High Level of Environmental Dynamism 0.0693 0.0273 [0.0236 0.1335]
Index of moderated mediation —0.0001 0.0124 [-0.0227 0.0271]
Conditional Indirect Relationships (via ITC)
Low Level of Environmental Dynamism 0.0792 0.0363 [0.0127 0.1551]
High Level of Environmental Dynamism 0.0752 0.0269 [0.0273 0.1320]
Index of moderated mediation —0.0018 0.0134 [-0.0277 0.0261]
Controls;
Age 0.0072 00.0182 [-0.0287 0.0431]
Size —0.0003 00.0001 [-0.0005 0.0000]
F 48.4462%* 0.5093

Note: **p < 0.01, *p < 0.05, {p < 0.1 (two-tailed test, n = 205) R-sq = 0.5490.

0.1320]) is significant. This result infers that environmental dynamism significantly strengthens the indirect relationship between TO
and firm performance through technology-related capabilities. Moreover, control variables such as age and firm size are insignificant
in affecting firm performance.

5. Discussion

The direct effect of MO on firm performance is widely studied topic, yet lacking conclusive findings. Several studies failed to prove
any significant effect. This scenario push us to believe that the influence of MO is better explained in association with other com-
plementary resources of a firm. Translating MO into superior performance needs distinctive mechanisms. As [103] noted building a
customer-focused culture requires strategic capability and the deployment of MO. To this end, this study confirmed that MO is the key
driver for both MC and market-linking capabilities with strong direct effects on the performance than through the mediating mech-
anisms of strategic capabilities. Our findings supported the strong direct association between MO and marketing, and market-linking
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capabilities as well as firm performance. The results are consistent with and [21] who confirmed that both MO and MC enhance social
and economic performance. Moreover, this finding is also aligned with the conclusion by (32).

The analysis also confirmed that marketing capabilities mediate the relationship between MO and firm performance. It has been
widely acknowledged that marketing capabilities are one of the fundamental strategic capabilities that leads to superior performance
through satisfying consumer needs and preferences. Our findings maintained the importance of building marketing capabilities in
attaining the competitive performance of firms. This result aligns with the claim by (70) and (46) who posited that MO and marketing
capabilities are complementary firm resources that boost competitive performance. In the same token [28], study on Finnish SMEs
assessed the interplay among MO, marketing capabilities, and firm performance, the finding ascertained a strong mediating role of
marketing capabilities in the relationship between MO and firm performance. Earlier [58], investigated export ventures based in China
and validated the mediation effect of marketing capabilities in the relationship between MO and firm performance.

Even though some studies provide mixed evidence regarding the moderating role of environmental dynamism in the relationship
between MO and firm performance [76], our finding support the commonly perceived phenomena [25]. While no prior study
examined the moderating effect of environmental dynamism on the indirect relationship between MO and firm performance via
marketing and mark-linking capabilities, this study offers important evidence in line with [74] that environmental dynamism posi-
tively moderating the indirect association between MO, marketing capabilities, and firm performance. In other words, the findings
confirm that environmental dynamism significantly strengthens the indirect relationship that exists between MO and firm performance
via marketing capabilities. The moderating effects of environmental dynamism should be understood in the context of the general
sociocultural, economic, and political conditions of countries where firms are operating [76].

Previous studies emphasized examining the influence of TO on new product development performance [62] and innovation
performance [35]. We argue that higher levels of optimal MO and TO lead to better innovation capabilities and could be reflected in
other organizational performance indicators [35]. Accordingly, our findings revealed that TO is the antecedent for technology and ITC
capabilities are strongly associated with firm performance which indicated that higher level of TO and possessing a wide range of
technology capabilities entails greater firm performance [40,62]. These results are consistent with the findings by (23) that proved the
association in the software industry. However, our finding is inconsistent with [104] who posited the absence of a direct link between
IT capability and firm performance despite the earlier presumption is backed by numerous empirical findings e.g., Refs. [10,105,106].

Technology-oriented firms focus on building technology capabilities which in turn positively drives superior firm-level perfor-
mance. Similar to our argument, the findings show that technology and IT capabilities mediate the link between TO and firm per-
formance. This suggested that a high level of TO facilitates the effective deployment of technology capabilities that are associated to
improved business performance. Notably [30], confirmed that technology-driven strategy has a greater impact on firm performance
via information technology capabilities. Earlier [86], also found that technological capabilities mediating the relationship between TO
and both market and financial performance using a sample of 121 information system projects.

Finally, although the overall conditional effect was found to be insignificant, the study shows that under the condition of high
environmental dynamism, the moderated indirect association between TO and performance through information technology capa-
bilities is significant. These findings revealed that environmental dynamism significantly strengthens the indirect relationship between
TO and firm performance through information technology capabilities when environmental dynamism is high enough. TO plays a
crucial role in building firms’ digital capabilities that help to make effective decisions and contribute to performance by integrating all
stakeholders [62]. This result is similar to Ref. [87] who underscored the existence of complex indirect and conditional interactions
between IT capabilities and business performance. Yet, the conditional indirect effect of environmental dynamism on the relationship
between TO and firm performance via technology capabilities is insignificant. Further, both technology capabilities and information
technology mediate the relationship between TO and firm performance. Moreover, the control variables such as age and firm size are
insignificant in affecting firm performance.

6. Conclusions

This study links strategic orientations, strategic capabilities, environmental factors and firm performance in the manufacturing
industry in Ethiopia, and uniquely constructed and empirically examined the research problem using a moderated mediation model.
The study offers several insightful findings. First, strategic orientations significantly and positively impact the development of strategic
capabilities. Second, strategic capabilities, in turn, have a significant and positive effect on firm performance. They also serve as a
mediator between market and technology orientations and organizational performance. Third, environmental dynamism plays a
detrimental role in regulating the indirect impact of strategic orientations on firm performance via strategic capabilities. Overall,
strategic orientations, organizational capabilities, and environmental dynamism are interconnected factors that influence firm per-
formance positively and significantly.

The study contributes to RBV literature by adding the following implications. Although a number of prior studies investigated the
link between different strategic orientations and performance in varying contexts [17,18,45], yet little is known about how each
strategic orientation impact specific strategic capabilities development and the mediating role of strategic capabilities in the rela-
tionship between market, technology orientations, and firm performance. First, possessing market-based asset is a necessary but not
sufficient condition to achieve superior performance. MC help to translate marketing strategies and market-based knowledge resources
into better performance. MC enhance firm’s knowledge and skills to effectuate marketing programs effectively including targeting and
segmentation strategies. In the same vein, market-linking capabilities enable the implementation of durable customer relationship
management and retention programs by maintaining strong partnership among other channel members. The deployment of marketing
capabilities creates alignment and solid configuration of firm’s resources and allow the effective exploitation of opportunities. By
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effectively linking MO and firm performance, marketing-related capabilities offer economic of scope advantages and generate eco-
nomic rents through improving operational efficiencies and building competitive advantages.

Correspondingly, technology capabilities act as a linking pin between a firm’s TO and its performance. They leverage firms to
transform technology resources into measurable outcomes such as improves efficiency of manufacturing process, new product
development performance and quality management efforts and ultimately drive organizational performance. Similarly, IT capabilities
create a system of digital competences that facilitate the integration of functional units through internal and external communications
as well as support new product development projects and knowledge creations.

Second, our study overcomes the weakness of previous works by extending the link between strategic orientations, capabilities and
firm performance by incorporating the moderating effects of environmental dynamism, which allows us to comprehend the mecha-
nism of how environmental context affects the indirect association between strategic orientations, capabilities and firm performance.
Accordingly, high level of environmental dynamism impact the synergy between strategic orientations and capabilities in driving firm
performance through creating exploitable opportunities. Moreover, there was a lack of knowledge regarding the association that exists
between strategic orientations and strategic capabilities in general. Thus, our findings also confirmed that strategic orientations are
key antecedents to the development of specific capabilities and indirectly influence firm performance. Hence, this study sheds light on
the unique and complementary interaction between each strategic orientation and capabilities and the need to integrate each other for
improved performance.

This study also offers some managerial implications for enhancing the performance of large manufacturing firms. First, our findings
revealed that an integrated approach to the deployment of strategic orientations and strategic capabilities likely to enhance firm
performance. These results emphasize that performance implication of strategic orientations should not be viewed in isolation rather it
should be understood with their distinctive interactions with specific strategic capabilities. Therefore, managers of large firms should
make sure that each strategic orientation need to reflect and build certain types of strategic capabilities. To effectively exploit firm’s
resources and improve performance, MO should be complemented with marketing and market-linking capabilities. In the same vein,
TO should be integrated with technology and IT capabilities.This alignment strengthens firm’s resources base and increases organi-
zational effectiveness.

Second, our findings indicated that the indirect effects of strategic orientations on performance through capabilities are observed
under the condition of high environmental dynamism. Since environmental dynamism plays a detrimental role in shaping this rela-
tionship, firms should take special attention in monitoring trends in the external environment to leverage their capabilities. Thus, to
make use of market opportunities, managers need to understand the long-term impact of different strategic orientations on the
development of distinctive capabilities that are required to maximize performance.

Although this study offers valuable insights, it has some limitations that may provide opportunities for future research. First, since
the conceptual model was developed and assessed based on data from certain manufacturing sectors, it may reduce its generalizability
in terms of results. So, to improve the generalizability of the findings, it is worth noting to undertake a more comprehensive analysis
across different industries and geographic settings. Second, we have only employed a subjective performance measure due to diffi-
culties of accessing objective performance data in developing economies. Although the use of subjective performance measures is
strongly supported in previous studies, future researchers may consider the possibility of using objective performance data to enhance
the validity of the findings. Third, this paper consider the linearity of relationships between strategic orientations, strategic capabilities
and performance. Yet, future studies could explore the interplay between different strategic orientations including entrepreneurial
orientation, strategic capabilities, and other environmental contingencies in impacting firm performance by employing a configura-
tional model. Lastly, since we accounted for a few control variables (firm age and size), future research should consider including other
exogenous and endogenous variables such as export participation and access to finance due to their potential impact on firm per-
formance in developing countries.
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Appendix 1

Table 6
Discriminant validity

Constructs 1 2 3 4 5 6 7 8

1.Markeing capabilities

2.Market linking 0.787

3.Technology Capabilities 0.441%* 0.770

4.IT capabilities 0.367** 0.396** 0.728

5.Market Orientations 0.619** 0.621** 0.398** 0.764

6.Technology Orientation 0.539%** 0.441%** 0.604*** 0.490%*** 0.593%** 0.816

7.Performance 0.663** 0.475%* 0.502** 0.633** 0.518** 0.745%* 0.759
8.Environmental Dynamism —0.688** —0.621** —0.696** —0.470** —0.716** —0.698** —0.646** 0.748

Note: Significance at * p < 0.050; **p < 0.010.
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