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Abstract: This study examined the influence of
technology orientation on Firm performance. The
objective of this study is to investigating the effect of
Technology orientation on Firm performance among
Nigeria Small and M edium Enterprises in all sectors.
Data was collected using self-administered structured
questionnaire from 266 SM E‘s in North-western Nigeria.
The collected data was analysed with statistical package
for social sciences (SPSS) technique. The findings
revealed that technology orientation has significance
positive relationship with firm performance. The findings
also revealed that TO has a significant SM Es success
factor. It has been concluded from this study that
adopting and implementing technology orientation by
managers/owners of SM Es can increase their
performance.
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Introduction
This paper deals with the issue of technology
orientation as an important factor for small-sized
and medium-sized enterprises (SMEs). Nowadays,
more and more attention is paid to the ability of
organizations to develop their technology
orientation. Not only targeting the development
towards major technological innovations brings
financial value to a firm. Over the years, SMEs
have gained an increasing attention from all over
the world due to the role they play in the economic
growth and the development of any economy
(Yauri, Koko, & Bankanu, 2008). SME sector
constitutes greater part of the business
organization, they serve as an engine for
employment generation, wealth creation and
poverty reduction, improve per capita income,
sustainable economic growth, and development,
increase value addition to raw materials supply,
step up capacity utilization in key industries and
improve export earnings (SMEDAN, 2013).
Nowadays, SMEs performance is generating
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amount of discussion among business researchers,
practitioners,
investors
and
government
organizations due to the constraint and limitations
such as lack of innovativeness, limited number of
employees, market orientation, inadequate access
to finance, skills, educational background and
experience and lack of managerial expertise
(Akingunola 2011; Samad 2007; Mohd Aris 2006;
Saleh & Ndubisi 2006).
SMEs constitute dominant sector in many countries
and contribute enormously toward their economies.
SMEs serve as a backbone for the economic revival
of various nations in Sub-Saharan Africa (Babajide,
2011). They are featured with various micro and
other small businesses and employed a large
number of labor force in an economy as well as
increase their Gross Domestic Product (GDP)
(Naala, 2016; Babajide, 2011, Abiodum, 2003).
Most nations all over the world employed SMEs as
a tool for generating employment, poverty
reduction as well as to improve the growth
domestic product (SMEDAN, 2013; Mahmood &
Hanafi, 2013).
Despite the importance of SMEs to the
development of any economy, they faced several
challenges which affect their performance
compared
with
the
larger
organizations.
(Mwobobia, 2012; SMEDAN, 2012; Lucky, &
Minai, 2011; Covin, Green & Slevin, 2006). Lack
of skills and technology, innovations, social
network, poor access to finance, logistics and
infrastructure costs and regulatory uncertainty
make it difficult for SMEs to survive in the
competitive environment (World Trade Report
2017). Even though SMEs constitute 96 percent of
the business in Nigeria, their impact on GDP
growth is very low compared to the aforesaid
countries, SMEs contribute only less than 10
percent to the GDP (Bello, 2014; Gbandi &
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Amissah, 2014). Nigerian economy is facing a lot
of challenges as a result of declining oil revenue,
very high foreign exchange rates high youth
unemployment. To tackle these challenges, there is
a need for urgent need for diversification and
resuscitation of the economy. Although SMEs are
recognized as one of the vital to economic growth
and development in many countries (Naala, Nordin
& Wan, 2017; Mahmood & Hanafi; 2013; Hilmi,
Ramayah, Mustapha & Pawanchik, 2010) and
constitute 96 percent of the entire economy,
unfortunately their contribution to the overall
economy in Nigeria is still low when compared
with developed and other developing countries
(Ghandi & Amissah, 2014; Eniola, 2014; Aliyu &
Bello, 2013; Oyeyinka, 2012). Ibru (2013) stated
that the failure of SMEs in Nigeria is an issue of
concern to the Nigerian government and other
interested parties.
Studies on TO show that organizations can achieve
competitive advantage by contributing better
products to their target market through continuous
development of new and improved technology and
investing heavily in R & D (Hakala & Kohtamaki,
2011; Mu & Di Benedetto, 2011; Voss & Voss,
2000; Gao, Zhou, & Yim, 2007; Gatignon &
Xuereb, 1997;). TO is also defined as organizations
ability to utilize its technical knowledge in order to
build a new technical solution to satisfy the needs
and wants of the target market (Spanjol, Qualls, &
Rosa, 2011; Gatignon & Xuereb, 1997). Similarly,
Rusetski (2011) stated that TO is the ability and
willingness of firms to obtain technical knowledge
and apply it to improve product development.
Technology-orientated firms have a better
advantage in generating innovative ideas.
Similarly, TO help organizations in creating and
improvement of their products/services as
knowledge of technology can help in product
design, quality, and prevent possible risks (Akgün,
Keskin, & Byrne, 2012; Tuominen, Rajala, &
Möller, 2004). Also, technological knowledge and
capability can help the organization to discover and
correct problems arising from financial and
operational inefficiency or outdated production
systems (Li, 2005).
The objective of this study is to investigate the
relationship between the technology orientation and
firm performance. The paper is organized as
follows. Previous literature is presented in the
Literature Review section. The research methods
and data collection are presented in the
Methodology section. The fourth section presents
the results. Finally, discussion and conclusions,
including limitations of the study and suggestions
for future research, are presented.
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Firm performance
Firm performance refers to the organization desire
of success in doing business (Suliyanto & Rehab,
2012). Performance is a relevant construct in
strategic management research, one of the most
significant and frequently used as a dependent
variable that is a concern in almost all areas of
management (Ibrahim & Mahmood, 2016; Santos
& Brito, 2012; Richard, Devinney, & Johnson,
2008). Minai and Lucky (2011) see a performance
from both financial and the nonfinancial
perspectives. While, Lusthaus, Adrien, Anderson,
and Montalván. (2002) argued that performance is
a significant step in ensuring firm success.
Nevertheless, despite this importance, there is
hardly a consensus about its definition,
dimensionality and measurement, what limits
advances in research and understanding of the
concept because of the complexity of the construct
(Santos & Brito, 2012; Crook, Ketchen, Combs, &
Todd, 2008; Richard et al., 2009). Firm
Performance is still an indistinct and ‗loosely
defined‘ variable, hence organizational research
literature shows that it has been used substantially
as a dependent variable and that several studies
concentrated on identifying the aspects that affect
the variability in performance outcomes (Richard et
al., 2008; Rogers & Wright 1998; March & Sutton
1997).
Studies in the past have found a strong relationship
between subjective and objective measurements
(Santos & Brito, 2012; Dawes, 1999; Dess et al.,
1997; Jaworski & Kohli, 1993; Dess & Robinson,
1984). Minai and Lucky (2011) viewed SME
performance
in
two
perspectives:
the
financial/monetary and the non-financial/nonmonetary measures.
Technology Orientation
Technology orientation is a significant firm level
construct (Li, 2005). This is because achieving
corporate goal lies on the ability of the organization
to welcome innovative ideas and quick adaptation
of new technologies (Hurley & Hult, 1998). TO is
defined as the organization‘s openness to
innovative ideas and its tendency to implement new
technologies (Hurley and Hult, 1998). It signifies
―a firm‘s proactivity in developing new
technologies and generating new ideas and its use
of sophisticated technologies in new product
development, etc.‖ (Li, 2005, p. 432). It comprises
activities like the use of sophisticated technologies
in product/service innovation, considerable
investment in research and development, and the
rapid incorporation of new technologies (Slater,
Hult, and Olson, 2007, Zhou, Kin & Tse, 2005).
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TO as one of the strategic orientation reflects an
organization‘s values and beliefs on management
actions and resource allocation (Noble, Sinha, and
Kumar, 2002). Thus, the acceptability of the
product in the market defend on technological
superiority of the firm because consumers prefer
quality goods and services . Thus, TO is defined in
this study as the technological ability of the firm to
adopt new technology as a source of product
improvement or development in order to satisfy the
target market.
Theoretical Background
Resource-Based View
Barney (1991) posited that firm‘s sustainable
performance advantage by securing rare resources
of economic value and the ones that competitor and
other rivals cannot easily copy, imitate or
substitute. As such, firms with rare resources
should be able to leverage them for their own
peculiar benefit. Amit and Schoemaker (1993)
stated that resources are organizational assets that
are processed through ownership or control, while
capabilities are referring a firm‘s capability to
combine resources and adequately use them. RBV
collected works established that firms could obtain
economic benefit as the basis of unique business
assets that are of value, uncommon, hard to
replicate and non- harmonious with other resources
(Barney, 1991). Barney (1991) posited that firm‘s
sustainable performance advantage by securing rare
resources of economic value and the ones that
competitor and other rivals cannot easily copy,
imitate or substitute. As such, firms with rare
resources should be able to leverage them for their
own peculiar benefit.
Therefore, a good technology-oriented strategy can
be rare, valuable, imitable and non-substitutable,
hence the need for RBV. Organizational culture is
regarded as the unique way of life of a group of
people and their comprehensive way of life; hence
a sound culture of an organization can give that
organization an edge over and above other
organizations and can help achieve a competitive
advantage. Hence, in this study technology
orientation is significant and valuable variables for
SMEs because they assist them in acquiring
knowledge, understanding oneself, building skills,
the economy, understanding customers, the
stakeholders, suppliers, the market environment,
consumers, creation of business strategies and
product modification that may lead to firm
performance.
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Figure 1: Research Framework
Technology Orientation and Firm Performance
The contribution of TO on firm performance have
been conducted by several studies (Gatignon &
Xuereb, 1997; Hortinha, Lages, & Lages 2011; Mu
& Di Benedetto, 2011; Spanjol, Qualls, & Rosa,
2011; Hakala & Kohtamaki, 2010; Gao et al., 2007;
Voss & Voss, 2000).
Lee, Choi & Kwak (2015) Investigate the effects of
technology, entrepreneurial, market, and learning
orientations on firm innovativeness, and the
mediating effect of firm innovativeness on these
relationships. The results reveal that technology
orientations
significantly
influence
firm
innovativeness and firm performance. Hsu et al.,
(2014) investigate the roles of technological
capability on the influence of strategic orientation
on both market and financial performance of new
products. The findings of the study show that TO
positively affect market performance. Al-Ansari,
Altalib and Sardoh, (2013) examines how
technology orientation interacts with innovation to
affect business performance in small and mediumsized enterprises (SMEs). The findings indicate that
technology orientation did not have a significant
and direct influence on business performance.
H1 : there is a relationship between technology
orientation and firm performance in North-western
Nigerian SMEs.
Methodol ogy
Measurement
The approach of this study is quantitative.
Measurement of the study rooted from different
sources. The firm performance measures are
adopted and modified from the work of Gupta and
Batra, (2016); Suliyanto and Rahab (2012) and
Morgan, Vorhies, and Mason, (2009). The firm
performance is measured on a subjective
perspective (financial and non-financial) involving
self-reported measures. Subjective measures were
employed in this study because the majority of
SMEs are privately owned and have no legal
obligation
to
reveal
their
information.
Consequently, respondents may be unwilling to
provide actual financial information (Tse et al.,
2004; Atuahene-Gima & Li, 2002). Suliyanto and
Rahab (2012) have found reliability values of.828.
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In this study, TO will be operationalized using
Gatignon and Xuereb (1997) Gatignon and Xuereb
(1997) found technology orientation construct
reliability alpha value of 0.87 which provides the
validity of all instruments. The Firm performance
and Technology orientation scales have measured a
unidimensional with eight and eight items
respectively.
4.2 Population and Sampling
The population comprises all small and medium
enterprises from different industries across the
Northwestern State of Nigeria which comprises
Kano, Kaduna, Jigawa, Kebbi, Katsina, Sokoto and
Zamfara States. Based on the SMEDAN and
National Bureau of Statistics (NBC) (2013)
collaborative survey data there are a total of 16,043
SMEs in Northwestern states . The data collection
employed questionnaire survey, which was
administered by hand delivery to SMEs in the
northern part of Nigeria. A cluster sampling
technique was utilized to select samples in which
every sample was selected (Hair, Black, Babin,
Anderson & Tatham, 2006). Krejcie and Morgan
(1970) table for sample size determination was
employed, the sample size of 377 selected.
Results
Data was collected through self - administration of
the 377 questionnaires to SMEs owner/managers

operating in north-western part of Nigeria.
However, 266 questionnaires were returned
representing 70.55 percent response rate. A
response rate of 79.8 percent was considered
acceptable (Sekaran, 2003). The responses were
keyed into SPSS version 23.
Before testing the hypotheses, the validity of the
constructs was assessed. Assessment of outliers,
normaliy test, no-response bias, multicollinearity
and common metod variance were conducted and
found to be satisfactory.
The suitability of this test was subjected to the
utilization of Kaiser – Meyer – Olkin (KMO)
measure of sampling adequacy and the Bartlett‘s
test of Sphericity. Therefore, KMO value greater
than 0.6 and the Bartlett‘s test is large and
significant (p<0.05) (Hair, Ringle & Sarstedt,
2010), factorability is then considered possible, it
was used to determine the unidimensionality of the
constructs and to eliminate unreliable items. All
items were subjected into principal component
analysis. Items with factor loadings of more than
0.3 will be accepted to represent the factor since it
is regarded as a threshold to meet the minimum
level for interpretation of the structure (Sekaran,
2003; Hair, et al., 2006: 2010). Base on the FA
tests, five items were eliminated because it loaded
alone on another factor. The results of the FA
presented in Table 1 and 2.

Table 1: Result of the Factor Analysis for Firm Performance
items

Component

FP01

Our firm has improved regarding sales growth.

0.703

FP02

Our firm has improved regarding employment growth.

0.742

FP03

Our firm has improved regarding market value growth.

0.733

FP04

Our firm has improved regarding profit.

0.714

FP05

Our firm has improved regarding return on asset.

0.732

Eugene value

2.685

Percentage of variance

44.72

KMO.

0.773

Bartlett's Test of Sphericity

330.08

df

15

Sig.

0

Table 1. Provides the result of factor analysis for business performance. It shows that all the items were loaded
onto a single factor with an eigenvalue greater than 1.0. A single factor is extracted 59.636% of the total
variance explained.
Table 2: Result of the Factor Analysis for Technology orientation
Items

Component 1

TO01

Our firm adopts up-to-date technologies in its product/services development.

0.566

TO02

Our products/services are always at the state of the art of the technology.

0.762

TO03

Our firm is very proactive in the development of new technologies.

0.687
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TO04
TO05
TO06

Our firm has the will and the capacity to build and to market a technological
breakthrough.
Our firm has built a large and strong network of relationships with suppliers of
technological equipment.
Our firm has an aggressive technological patent strategy.

0.722

Eugene value

2.77

Percentage of variance

34.7

0.699
0.59

KMO

0.772

Bartlett's Test of Sphericity

373.011

df

28

Sig.

.000

Table 1. Provides the result of factor analysis for technology orientation. It shows that all the items were loaded
onto a single factor with an eigenvalue greater than 1.0. A single factor is extracted 34.7% of the total variance
explained.
The reliability test was conducted to ascertain the existence of an internal consistency of items by calculating the
Cronbach‘s alphas of the constructs after the conduct of factor analysis. It found that all the study variables
possess an acceptable level of internal consistency ranging from .777 (FP) and .760 (TO). All the variables,
therefore, meet the minimum threshold as recommended by Hair et al., (2010) and Nunally (1994). In order to
assess the extent of multicollinearity, the variance inflation factor (VIF) was computed. The VIF factors were
significantly below the cut-off value of 10, and therefore, it is suggested that multicollinearity did not cause
problems.
Table 4: Correlation Analysis Result of the Variables
Variables

FP

Firm Performance

1

Technology orientation

.592**

TO
1

N

266

** Correlation is significant at the 0.01 level (2-tailed).
Table 4. above shows the intercorrelations of all the variables in this study at a significance level of 5% (0.05)
(Sekaran & Bougie, 2010). The correlation analysis results indicated that technology orientation is significantly
related to FP at (r = .592, p<.01). Thus, H1 is supported.
In terms of Hypotheses, the regression results show that the hypotheses was accepted (see Tables 4 and 5).
Detailed results of the regression analyses are presented below.
Hypothesis 1 stated that ―There is a significant relationship between technology orientation and firm
performance.‖ This hypothesis was supported. The Model shows that the de gree of exploiting technology
orientation relationship with firm performance
However, the adjusted R2 is only 0.348, which indicates that only 34.8% of the variance can be explained with
the model
Firm Performance (Dependent variable)
Independent variable

Beta

Std. Error

(Constant)

1.281

0.196

Tech_orientation

0.625

0.052

2

R

Beta
0.592

T

Sig

6.531

.000

11.937

,.000

Tolerance

VIF

1

1

0.351
2

Adj. R

0.348

Significance of F

.000

Table 5. Indicated the result on the relationship between the predicting variable and the criterion variable. Based
on the result R2 (R2 =.351, p< .000), which indicated that TO have significant impact in explaining firm
performance.
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Discussion and Conclusion
The aim of this study is to investigate the
relationship between TO and FP of SMEs in the
northern part of Nigeria. The main findings of the
study based on the result of Pearson analysis,
significant correlations exist among technology
orientations and firm performance. This finding
supported the previous findings of Lee, et al.,
(2015) who found a significant positive relationship
between
technology orientation and firm
performance. The essential prerequisites for driving
firm performance defends on well-designed,
developed, and implemented technology which
play the important roles in bringing new ideas,

improvement, reduction in cost of production and
increase in firm performance.
The study has some limitations that should be
acknowledged. The issue has been studied SMEs in
Northern part of Nigeria. Thus, the results may not
be fully generalizable to other parts of Nigeria and
the world in general. The study was limited on
cross sectional data to investigate the impact of
technology orientation on firm performance. There
are many variables that influence SMEs
performance that are not included and tested in this
study. Therefore, future studies should may include
these variables to expand the framework.
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