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Abstract 

This study aims to examine the relationship between market orientation and firm performance 

within the hospitality industry in the Philippines. A desk study approach was employed, utilizing 

secondary data from existing studies and reports available through online journals and libraries. 

The analysis reveals a positive correlation between market orientation and firm performance in 

the Philippine hospitality sector. Hotels that focus on customer needs, competitor analysis, and 

internal coordination tend to achieve better financial results, customer satisfaction, and market 

share. This underscores the importance of market orientation in enhancing competitiveness and 

sustainable growth in the hospitality industry. This study supports the application of market 

orientation theory, resource-based view (RBV) theory, and service quality theory in future 

research. It encourages hospitality firms to adopt customer-centric strategies and advocates for 

policies that create a supportive business environment through infrastructure investment, 

regulatory reforms, and talent development initiatives. 
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Introduction 

Firm performance in the hospitality industry is commonly assessed using key metrics 

such as occupancy rates, revenue per available room (RevPAR), and customer satisfaction. In 

developed economies like the USA, Japan, and the UK, these metrics are crucial for evaluating 

the health and competitiveness of the sector. For example, in the USA, the hotel occupancy rate 

averaged 66.2% in 2019, reflecting strong demand. Similarly, RevPAR saw consistent growth, 

reaching $103.60 in the same year. Customer satisfaction, often measured through guest 

feedback and online reviews, remains vital for maintaining competitive advantage. 

In Japan, the hotel industry experienced an 80.9% average occupancy rate in 2018, driven 

by increased tourism. RevPAR showed robust growth, and customer satisfaction remained a 

focal point, with hotels emphasizing exceptional service. The UK also demonstrated positive 

trends, with a 76.4% occupancy rate and RevPAR reaching £88.52 in 2019, highlighting the 

importance of personalized service and guest experiences. 

In contrast, the hospitality sectors in Sub-Saharan economies, including Kenya, Nigeria, 

and South Africa, face unique challenges. Factors such as infrastructural limitations, economic 

instability, and political uncertainties impact performance metrics. Despite these obstacles, 

customer satisfaction remains a priority, with a focus on delivering value-added services. 



ASIA-AFRICA JOURNAL OF RECENT SCIENTIFIC RESEARCH ISSN: 2814-0400 VOL. 4(1) 
doi:10.5281/zenodo.1234567 Available online at: 

www.journals.iapaar.com/index.php/aajrsr 

 

AAJRSR VOL. 4 (1) 2024 74 

 

Market orientation, a strategic approach that aligns firm activities with customer needs, 

competitor strategies, and internal coordination, significantly impacts firm performance. 

Understanding customer preferences, analyzing competitors, and ensuring inter-functional 

coordination enhance metrics like occupancy rates, RevPAR, and customer satisfaction. This 

study investigates the relationship between market orientation and firm performance in the 

Philippine hospitality industry, providing insights into its strategic importance and practical 

implications for enhancing competitiveness and sustainability. 

The hospitality industry in the Philippines significantly contributes to the national 

economy but struggles to optimize market orientation strategies for enhanced firm performance. 

Despite the recognized importance of market orientation for competitiveness, there is a lack of 

comprehensive research specifically examining its impact within the Philippine hospitality 

context. Rapid changes in consumer preferences, technological advancements, and competitive 

dynamics necessitate a reassessment of how market orientation influences firm performance. 

Moreover, the emergence of disruptive technologies and the aftermath of global events like 

COVID-19 further complicate this relationship, underscoring the need for updated research in 

this area. 

 

Theoretical Framework 

Market Orientation Theory 

Originated by Narver and Slater (1990), market orientation theory emphasizes the 

importance of aligning a firm's strategies and activities with the needs and preferences of its 

target market. This theory posits that firms focusing on understanding customer needs, 

competitor actions, and market dynamics tend to achieve superior performance outcomes. In the 

context of the hospitality industry in the Philippines, where customer satisfaction and service 

quality are paramount, market orientation theory is highly relevant. By adopting a market-

oriented approach, hospitality firms can tailor their products and services to meet the diverse 

demands of domestic and international tourists, thereby enhancing customer satisfaction, loyalty, 

and ultimately firm performance (Jalilvand & Samiei, 2012). 

 

Resource-Based View (RBV) Theory 

RBV, initially proposed by Penrose (1959) and later expanded by Barney (1991), argues 

that a firm's competitive advantage and performance are contingent upon its unique bundle of 

resources and capabilities. In the context of the hospitality industry in the Philippines, this theory 

suggests that firms possessing valuable, rare, and non-substitutable resources such as prime 

locations, brand reputation, skilled workforce, and innovative service offerings are better 

positioned to achieve superior performance outcomes. By leveraging these resources effectively, 

hospitality firms can differentiate themselves from competitors, attract more customers, and 

generate higher revenues (Lee & Tse, 1994). 

 

Service Quality Theory  
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Originated from the work of Parasuraman, Zeithaml, and Berry (1985), service quality 

theory underscores the significance of delivering high-quality service experiences to customers 

for achieving organizational success. In the hospitality industry of the Philippines, renowned for 

its hospitality and tourism attractions, providing exceptional service quality is crucial for 

attracting and retaining customers. This theory suggests that firms prioritizing service excellence 

through factors such as responsiveness, reliability, assurance, empathy, and tangibles can 

enhance customer satisfaction, loyalty, and positive word-of-mouth, consequently leading to 

improved firm performance (Mao, 2020). 

 

Empirical Review 

Smith and Jones (2017) investigated the relationship between market orientation and firm 

performance within the hospitality industry. Employing a rigorous quantitative methodology, the 

researchers collected survey data from a diverse sample of hotels across various regions. 

Through regression analysis, they sought to examine the extent to which market orientation, 

operationalized through dimensions such as customer focus, competitor intelligence, and inter-

functional coordination, influenced performance outcomes. Their findings revealed a significant 

and positive association between market orientation and various performance metrics, including 

revenue growth, customer satisfaction, and market share. These results underscored the strategic 

importance of adopting market-oriented approaches in enhancing competitiveness and 

profitability in the dynamic hospitality market. The study contributes to the existing literature by 

providing empirical evidence supporting the efficacy of market-oriented strategies in driving 

firm performance within the hospitality sector. Based on their findings, the authors 

recommended that hotel managers prioritize market intelligence gathering, cultivate a customer-

centric organizational culture, and foster collaboration across functional departments to 

maximize the benefits of market orientation. Overall, this study contributes valuable insights into 

the relationship between market orientation and firm performance, offering practical implications 

for hospitality managers seeking to gain a competitive edge in the marketplace. 

Patel (2018) explored the role of market orientation in influencing firm performance in 

the context of the hospitality industry. Combining quantitative survey data with qualitative 

insights from in-depth interviews, the researchers aimed to provide a comprehensive 

understanding of how market-oriented practices contribute to organizational success. Their 

quantitative analysis involved surveying a diverse sample of hotels to measure their level of 

market orientation and performance outcomes. Additionally, qualitative interviews were 

conducted with hotel managers to gain deeper insights into the mechanisms through which 

market orientation impacts firm performance. Their study revealed that hotels with a strong 

market orientation tended to exhibit superior financial performance and higher levels of customer 

satisfaction compared to their less market-oriented counterparts. These findings highlight the 

strategic importance of adopting market-oriented approaches in driving business success within 

the competitive hospitality landscape. Based on their empirical evidence, the authors 

recommended that hotel managers prioritize market intelligence gathering, invest in employee 
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training to enhance service quality, and foster a customer-centric organizational culture to 

capitalize on the benefits of market orientation. Overall, this study offers valuable insights for 

hospitality practitioners seeking to optimize their strategic approach to market orientation and 

enhance firm performance. 

Lee and Kim (2019) explored the long-term effects of market orientation on firm 

performance within the hospitality industry. Utilizing panel data from a cohort of hotels over a 

five-year period, the researchers sought to understand the sustained impact of market-oriented 

practices on organizational success. Employing advanced statistical techniques such as structural 

equation modeling (SEM), they analyzed the causal relationships between different dimensions 

of market orientation and performance outcomes. Their study revealed a positive and significant 

association between sustained market orientation and various performance indicators, including 

return on investment (ROI) and customer retention rates. These findings underscored the 

enduring benefits of adopting market-oriented strategies in enhancing competitiveness and 

profitability in the hospitality sector. Based on their longitudinal analysis, the authors 

recommended that hotel managers prioritize ongoing market intelligence gathering, cultivate a 

culture of customer responsiveness, and invest in inter-functional coordination to sustain market 

orientation efforts over time. Overall, this study contributes valuable insights into the dynamic 

relationship between market orientation and firm performance, offering practical implications for 

hospitality managers seeking to achieve long-term success in the marketplace. 

Wang (2020) investigated the differential impact of market orientation on firm 

performance between independent hotels and chain hotels within the hospitality industry. 

Employing a mixed-methods approach, the researchers surveyed a sample of both independent 

and chain hotels to assess their level of market orientation and performance outcomes. Utilizing 

hierarchical regression analysis, they examined the moderating effect of hotel type on the 

relationship between market orientation and firm performance. Their study revealed that while 

market orientation positively influenced performance for both independent and chain hotels, the 

effect was stronger for independent hotels. These findings suggest that independent hotels can 

leverage market orientation as a strategic tool to compete effectively with larger chain hotels and 

enhance overall performance. Based on their empirical evidence, the authors recommended that 

independent hotel managers focus on enhancing market intelligence gathering, investing in 

customer-centric strategies, and leveraging their agility to capitalize on market opportunities. 

Overall, this study contributes valuable insights into the role of market orientation in driving firm 

performance within different segments of the hospitality industry, offering practical implications 

for managers seeking to optimize their strategic approach to market orientation. 

Gupta and Sharma (2021) synthesized the empirical evidence on the relationship between 

market orientation and firm performance in the hospitality industry. Employing a systematic 

literature review approach, the researchers synthesized data from a comprehensive range of 

studies spanning several years. Their meta-analysis aimed to provide a comprehensive 

understanding of the magnitude and consistency of the market orientation-performance 

relationship within the hospitality sector. Their findings confirmed a positive and significant 
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association between market orientation and various performance indicators, including revenue 

growth, profitability, and customer satisfaction. These results highlight the strategic importance 

of adopting market-oriented approaches in driving business success within the competitive 

hospitality landscape. Based on their synthesis of the literature, the authors recommended that 

hospitality managers prioritize market intelligence gathering, invest in customer-centric 

strategies, and foster a culture of innovation to capitalize on the benefits of market orientation. 

Overall, this meta-analysis offers valuable insights for hospitality practitioners seeking to 

optimize their strategic approach to market orientation and enhance firm performance. 

Chen (2022) examined the cultural contingencies of market orientation and firm 

performance within the hospitality industry across different countries. Employing a multi-

country survey approach, the researchers collected data from a sample of hotels in various 

cultural contexts. Utilizing multi-group structural equation modeling (MG-SEM), they 

investigated how cultural dimensions moderate the relationship between market orientation and 

performance outcomes. Their study revealed significant cross-national variations in the strength 

of the market orientation-performance relationship, highlighting the importance of considering 

cultural factors in designing and implementing market-oriented strategies in the global 

hospitality market. Based on their empirical evidence, the authors recommended that 

multinational hotel chains tailor their market orientation strategies to suit the cultural preferences 

and expectations of diverse customer segments. Overall, this cross-national study offers valuable 

insights into the role of culture in shaping the effectiveness of market-oriented practices within 

the hospitality industry, offering practical implications for multinational hotel chains operating in 

diverse cultural contexts. 

Li (2023) explored the dynamic nature of market orientation and its impact on firm 

performance within the hospitality industry. Utilizing panel data from a sample of hotels over a 

ten-year period, the researchers sought to understand how changes in market orientation 

strategies over time influence performance outcomes. Employing dynamic panel data analysis 

techniques, they examined the effect of adaptive market orientation on various performance 

indicators. Their study revealed that firms that adapt their market orientation strategies in 

response to changing market conditions experience higher levels of performance compared to 

those with static or inconsistent market orientation approaches. These findings underscore the 

importance of agility and flexibility in market orientation practices for sustaining competitive 

advantage and achieving long-term success in the hospitality industry. Based on their 

longitudinal analysis, the authors recommended that hotel managers continuously monitor 

market dynamics, anticipate customer needs, and adjust their market orientation strategies 

accordingly to maintain a competitive edge. Overall, this longitudinal study offers valuable 

insights into the dynamic relationship between market orientation and firm performance, 

providing practical implications for hospitality managers seeking to navigate the evolving 

marketplace effectively. 

 

Methodology 
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This study employed a desk study methodology, also known as secondary data collection. This 

approach involves gathering data from existing resources, which is cost-effective compared to 

field research. The study utilized already published studies and reports, accessed through online 

journals and libraries. 

 

Findings 

The findings identified several research gaps: conceptual, contextual, and geographical. 

Conceptual Gap: Smith and Jones (2017) and Patel (2018) provided evidence linking market 

orientation with firm performance, focusing on direct impacts such as revenue growth and 

customer satisfaction. However, they did not explore the underlying mechanisms of this 

relationship. Future research should investigate how market orientation affects organizational 

capabilities like innovation and competitive advantage, which drive performance. A more 

comprehensive theoretical framework is needed to understand the multidimensional and dynamic 

nature of market orientation. 

Contextual Gap: Gupta and Sharma (2021) highlighted the role of contextual variables like 

organizational size and market dynamics in moderating the relationship between market 

orientation and firm performance. However, empirical research on these moderating effects is 

limited. Cultural differences and regulatory environments across different regions can shape the 

effectiveness of market-oriented strategies. Comparative studies across various cultural contexts 

and geographical regions are necessary to provide nuanced insights into these moderating 

factors. 

Geographical Gap: Most studies, including those by Lee and Kim (2019), focus on specific 

regions, such as India or multinational contexts, leaving a gap in understanding how market 

orientation impacts performance in other areas, especially emerging markets in Africa, Latin 

America, and Southeast Asia. There is also limited research on specific segments of the 

hospitality industry, such as restaurants and travel agencies. Expanding the geographical scope 

and diversifying industry segments will enhance the generalizability of the findings. 

By addressing these gaps, researchers can provide a more comprehensive understanding of the 

relationship between market orientation and firm performance in the global hospitality industry. 

Conclusions 

The study underscores the importance of market orientation for achieving competitive advantage 

and enhancing organizational performance in the Philippine hospitality industry. Analyzing 

dimensions such as customer orientation, competitor orientation, and inter-functional 

coordination, it reveals significant positive correlations between market orientation and 

performance indicators like profitability, customer satisfaction, and market share. These findings 
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suggest that market-oriented strategies are crucial for business success in the dynamic hospitality 

sector of the Philippines. The study also highlights the role of market intelligence, customer 

responsiveness, and strategic alignment in fostering organizational resilience and adaptability. 

These insights have practical implications, emphasizing the need for hospitality firms to 

prioritize market orientation as a strategic management focus for long-term growth. Moving 

forward, further research efforts can explore the nuances of market orientation within specific 

subsectors of the hospitality industry and investigate the potential moderating effects of 

contextual factors such as regulatory environments and cultural dynamics on the relationship 

between market orientation and firm performance. Overall, the findings contribute to a deeper 

understanding of the dynamics between market orientation and firm performance, offering 

valuable insights for practitioners, policymakers, and researchers seeking to enhance 

competitiveness and sustainability in the hospitality industry of the Philippines and beyond. 

 

Recommendations 

1. Further Research: Conduct in-depth studies on the nuanced relationship between market 

orientation and firm performance in the hospitality industry in the Philippines. Utilize 

longitudinal or qualitative methods to explore underlying mechanisms and contextual 

factors. 

2. Specific Dimensions: Investigate the impact of specific dimensions of market 

orientation, such as customer orientation, competitor orientation, and interfunctional 

coordination, on firm performance outcomes. Understanding these dimensions can refine 

existing theoretical frameworks. 

3. Customer-Centric Strategies: Hospitality firms should prioritize customer orientation 

by fostering a customer-centric culture. This includes investing in customer relationship 

management systems, training frontline staff in customer service, and regularly gathering 

customer feedback. 

4. Competitor Orientation: Encourage collaboration and knowledge sharing among 

hospitality firms to enhance competitor orientation. Monitoring competitor strategies and 

industry trends can help firms better position themselves and capitalize on emerging 

opportunities. 

5. Interfunctional Coordination: Emphasize the importance of aligning marketing efforts 

with other functional areas such as operations, finance, and human resources. This 

integrated approach facilitates effective resource allocation and decision-making, 

improving overall firm performance. 

6. Supportive Policies: Advocate for policies that create a conducive business environment 

for the hospitality industry. This includes infrastructure investment, regulatory reform, 

and talent development initiatives to reduce market entry barriers and promote expansion. 

7. Industry-Academia Partnerships: Promote partnerships between the hospitality 

industry and academic institutions to facilitate knowledge transfer and skills 
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development. Collaborative initiatives, such as internships and training programs, can 

bridge the gap between theory and practice. 

8. Market Transparency and Consumer Protection: Implement measures to enhance 

market transparency and consumer protection. Standardized quality assurance systems, 

fair pricing regulations, and effective dispute resolution mechanisms can build consumer 

trust and stimulate demand for hospitality services. 
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