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ABSTRACT
This research examines how the dimensions of market orientation and servitization influence business performance in German 
family‐owned horticultural SMEs. The research finds that customer orientation and interfunctional coordination positively 
impact performance, whereas competitor orientation has a negative effect. Although servitization is shown to enhance per
formance directly, its moderating role in the relationship between market orientation dimensions and business performance is 
limited and, in one case, detrimental, highlighting a servitization paradox. These findings challenge assumptions about uni
versal benefits of market orientation, underscoring the unique dynamics of family businesses. This study offers strategic insights 
for enhancing performance and longevity in a sector facing structural changes and contributes to the literature on market 
orientation and servitization in underexplored family business contexts.

1 | Introduction

Family businesses are ubiquitous around the world and critical 
to the economic prosperity of many countries (Kudlats 
et al. 2019). They are the cornerstone of the global economy, 
contributing to employment and GDP in both developed and 
developing nations (De Massis et al. 2018). Family businesses 
are the most common type of businesses globally (Hennart 
et al. 2019), and they generate over 70% of global GDP (Family 
Firm Institute 2017). Their significance goes beyond economic 
contribution, as they are frequently characterized by a longer‐ 
term focus, strong community relationships and a dedication 
to values such as trust and stewardship (Ali et al. 2025; Miller 
and Le Breton‐Miller 2005). In contrast to nonfamily businesses, 
family businesses often emphasize nonfinancial objectives, 
including identity, legacy and the preservation of socioemo
tional wealth and familial control (Gómez‐Mejía et al. 2007). 
This behaviour can lead to a reduced focus on financial calcu
lative criteria and an emphasis on ensuring socioemotional 
wealth (Miller and Le Breton–Miller 2014). By not focusing on 
short‐term profit maximization, family businesses can have a 

longer‐term goal, which has been linked to economic stability, 
particularly during financial downturns (Amann and Jaus
saud 2012). This long‐term orientation can help to support 
stable employment and nurture entrepreneurial ecosystems 
through embeddedness in local communities (Basco 2015). 
However, the long‐term orientation and preservation of socio
emotional wealth can lead family businesses to be risk‐averse 
and resistant to change (Bammens et al. 2011; Gómez‐Mejía 
et al. 2007), leading to a slow reaction to market dynamics, 
including changing customer demands (Chrisman et al. 2015). 
Moreover, over time, a conservative attitude can hinder inno
vation, limit growth potential, lead to a loss of relevance and 
erode competitive advantage within family businesses (De 
Massis et al. 2015; Miller et al. 2008), potentially compromising 
their longevity.

Extant research shows that a robust market orientation, which 
involves behaviours focusing on customer needs, monitoring 
competitors and coordinating internal efforts (Narver and 
Slater 1990), has the potential to mitigate some of these chal
lenges and has been found to be positively related to business 
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performance (Filatotchev et al. 2017; Cano et al. 2004). How
ever, despite the potential for market orientation to support 
sustainable profitability and longevity, research into the influ
ence of market orientation in family businesses remains scarce 
(Martín‐Santana et al. 2020).

Extant research also shows that servitization, the addition of 
services to core product offerings to create customer value, has 
become increasingly important as businesses shift from goods‐ 
centric to service‐centric models (Raddats et al. 2019). More
over, servitization positively influences business performance 
(W. Wang et al. 2018) and can contribute to survival and 
longevity (W. Wang and Guedes 2024). Therefore, servitization 
is an important growth strategy (Barrett et al. 2015) that is 
increasingly integrated within business models (Mina 
et al. 2014). However, little is known about servitization in 
family businesses (Rondi et al. 2021), despite the important 
implications that ownership has on this process (Guedes 
et al. 2022).

Germany is well known for its “Mittelstand,” predominantly 
family‐owned and managed small and medium‐sized enter
prises (SMEs), which account for around 95% of all businesses 
and form the backbone of the German economy (Gabriel and 
Bitsch 2019; Roscher 2015). The horticulture sector in Germany 
is strongly characterized by the Mittelstand (Gabriel and 
Bitsch 2019; BMEL (Federal Ministry of Food and Agricul
ture) 2021). These businesses have often been passed down 
through generations and are highly embedded in, and focused 
on, serving local and regional economies such as small busi
nesses elsewhere (Haq et al. 2024b). This localization has led 
businesses to be predominantly small, rarely being known 
beyond their localities (Haq, Johanson, Davies, Ng and 
Dana 2024a), not substantially changing over their longevity (Ng 
and Keasey 2010) and having the family interwoven within the 
business (Bell and Pham 2020; Wortman 1994). However, the 
horticultural industry has seen a significant move away from 
manufacturing to services, requiring the family businesses 
within the industry to embrace change and innovate to remain 
relevant within the market (Engelke 2017). Against this back
drop, 23.9% of registered businesses in the sector shut down 
between 2010 and 2017 (IT‐Dienstleistungen 2017), questioning 
and challenging the longevity of family businesses within the 
horticulture sector.

Focusing on family‐owned horticultural SMEs, this research 
aims to identify the relationship between the market orientation 
concepts of customer orientation, competitor orientation and 
interfunctional coordination (Narver and Slater 1990) and 
business performance. The research also investigates the 
moderating and direct role that servitization plays in business 
performance. In doing so, this research addresses the scarcity of 
research considering market orientation in the context of family 
business (Martín‐Santana et al. 2020) and addresses calls for 
further research into the role that servitization plays in family 
business (Rondi et al. 2021). This research responds to the gap 
(mentioned above) by integrating the concepts of market 
orientation and servitization within the family business context 
to examine their interaction and impact on profitability. 
Addressing this lacuna offers insights into the challenges family 
businesses are facing to succeed, enhance performance and 

sustain longevity. This research thus contributes to the limited 
understanding of how family businesses can survive and thrive 
in challenging environments (Suddaby et al. 2023).

2 | Theoretical Background and Hypothesis 
Development

2.1 | Market Orientation and Family 
Horticultural Businesses

A strong market orientation provides the information and 
knowledge that organizations require to continue to be suc
cessful in challenging and dynamic markets (Correia 
et al. 2021). The information and knowledge acquired through 
effective market orientation serve as inputs for actions that 
enable a business to satisfy customers' needs and support 
effective market exploration (Monferrer et al. 2015; Qiu 2008). 
Narver and Slater (1990) developed a market orientation model 
from a cultural perspective, which considers market orientation 
as being built from the three dimensions of customer orienta
tion, competitor orientation and interfunctional coordination. 
These dimensions combine marketing activities from a strategic 
perspective (Gotteland et al. 2020) and represent central market 
requirements (Bhattarai et al. 2019).

Family businesses display varying levels of market orientation 
(Reuber and Fischer 2011) but are often more inward‐looking, 
with internal capabilities and family dynamics playing a central 
role in their success (Neneh and Welsh 2025; Welsh and 
Kaciak 2019). Although greater consideration of customers and 
competitors could strengthen performance, developing a robust 
market orientation can be challenging, as these businesses are 
typically small, family‐owned enterprises where day‐to‐day op
erations take precedence over longer‐term strategic consider
ations (Haq et al. 2024a; Dibrell et al. 2014). They highlight that 
limited formalized planning systems within family businesses 
can limit their ability to proactively adapt to changing market 
conditions and therefore maintain an effective market orienta
tion. This approach can be compounded by myopic manage
ment within family businesses, which limits strategic foresight 
and the ability to orient to meet customer needs, compete with 
competitors and coordinate functions (Baishya et al. 2025; 
Baumgart et al. 2024; Czakon et al. 2023). Family businesses can 
suffer from limited capacity to coordinate operations and re
sources across departments (Hauser et al. 2020), which has the 
potential to result in missed opportunities for future business 
development and growth (Zehnder and Schwarz 2025). Addi
tionally, as family businesses can be more focused on preserving 
socioeconomic wealth than on short‐term financial gains, ten
sions can exist between tradition and market adaptation, hin
dering a willingness to adopt a market orientation (Beck and 
Kenning 2015; Kallmuenzer et al. 2018). Such challenges and 
tensions have led to many family businesses not lasting to the 
third generation (Le Breton–Miller and Miller 2013; Pham 
et al. 2019).

The link between market orientation and business performance 
has been well studied. For example, a meta‐analysis by Cano 
et al. (2004), which reviewed 53 studies, found that the link 
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between market orientation and business performance is posi
tive and consistent worldwide. Research has sought to deter
mine the factors that influence the relationship between market 
orientation and business performance. Two such factors that 
have been identified to influence this relationship are company 
size and industry type (Kajalo and Lindblom 2015; Liao 
et al. 2011). Despite these findings highlighting the link between 
market orientation and business performance, research into the 
effects of market orientation in family businesses remains scarce 
(Martín‐Santana et al. 2020). This sentiment has been echoed by 
Kinias et al. (2023), who, based on a systematic review of the 
family business marketing literature, called for further research 
into market orientation in the context of family business.

Potential exists for market orientation to enable German family‐ 
owned horticulture businesses to align production with 
emerging trends such as consumer demand for local, organic or 
sustainable products (Tarashkar et al. 2025); help manage and 
align production with seasonal and volatile markets; and facil
itate greater engagement with diverse marketing channels, 
including direct‐to‐consumer sales and regional branding ini
tiatives (Dirksmeyer et al. 2022). It is, therefore, hypothesized 
that the three dimensions of market orientation highlighted by 
Narver and Slater (1990) are linked to business performance:

H1. Customer orientation is positively related to the business 
performance of German family‐owned horticultural SMEs.

H2. Competitor orientation is positively related to the business 
performance of German family‐owned horticultural SMEs.

H3. Interfunctional coordination is positively related to the 
business performance of German family‐owned horticultural 
SMEs.

2.2 | Servitization and Family Horticultural 
Businesses

Services make up the bulk of GDP in developed countries, and 
conventional manufacturing and production businesses are 
increasingly integrating services into their offerings, which may 
generate longer‐term customer engagement and connections, 
thereby increasing revenue (Rigtering et al. 2014; Vargo and 
Lusch 2008). Introducing and developing services is a “sus
tainable way to grow a business and fight off pressure that 
companies are facing with the commoditization of products” 
(Chesbrough 2011, 13). This sustainability aspect has resulted in 
increasing levels of servitization (Favoretto et al. 2022; Raddats 
et al. 2019), whereby companies consciously develop their ser
vices within their businesses to add value (Kamp and 
Parry 2017). Traditional production and manufacturing busi
nesses increasingly seek to engage in the process of servitization 
to incorporate additional services within their business models 
(Mina et al. 2014). Servitization commonly leads to services 
being offered that are related to supporting and building on the 
physical product offered by the business (Wassmus 2014). The 
shift from selling products to selling product‐service bundles 
involves organizational change but can support the navigation 

of turbulent markets through diversification (Vendrell‐Herrero 
et al. 2014).

Servitization generally affects business performance positively 
(Bustinza et al. 2015; Gebauer et al. 2011). However, although 
generally corroborating this conclusion, W. Wang et al. (2018) 
discovered through a meta‐analysis of 41 empirical studies that 
servitization's effect on performance is nonlinear and influenced 
by industry and regional context. This implies that modest de
grees of servitization provide the optimal balance of risk and 
benefit (W. Wang et al. 2018). Bortoluzzi et al. (2022) high
lighted a “servitization paradox,” whereby performing serviti
zation might hurt performance if not supported by 
organizational competencies, digital maturity and strategy 
alignment. Additionally, recent research shows that smaller, 
locally oriented businesses struggle with adaptation to serviti
zation and find servitization less profitable (Myrthianos 
et al. 2014; Valtakoski and Witell 2018). Despite the growth in 
research into servitization, there have been requests for further 
research into how it might be used as a strategic concept 
(Kowalkowski et al. 2017), which is important, as the manage
ment of a company's portfolio exerts a considerable influence on 
the entire business (Aas et al. 2017).

Little is known about servitization in family businesses (Rondi 
et al. 2021), although it has been proposed that family business 
dynamics can both support and hinder servitization (Guedes 
et al. 2022). As a focus on preserving socioeconomic wealth 
and legacy carries implications for the way resources are 
allocated, risk is managed, and strategic choices are made 
(Carney et al. 2015), it can result in an unwillingness to 
innovate and develop new services (Duran et al. 2016; Guedes 
et al. 2022). However, family businesses may be well positioned 
to engage in servitization, as it offers the opportunity to 
leverage socioeconomic wealth (Guedes et al. 2022) and exer
cise greater strategic and tactical control (Berrone et al. 2012). 
Despite these potential benefits, Guedes et al. (2022) found that 
Portuguese manufacturing family businesses exhibit lower 
levels of servitization compared to nonfamily businesses. 
Research on servitization has hitherto primarily focused on 
manufacturing (Xing et al. 2023). However, it has relevance in 
agriculture and horticulture, where there is a gradual move 
from selling products to offering outcome‐based services and 
direct service provision (Vidickienė et al. 2023). This shift has 
led to an increase in bundling a physical product and an 
associated service together (Wirtz and Kowalkowski 2022). For 
example, firms may offer the design and installation of green 
and living installations, ongoing landscaping provision and 
guidance, and training programmes alongside their products. 
Servitization in horticulture and agriculture remains underex
plored (Vidickienė et al. 2023), compounded by a lack of un
derstanding of servitization within family businesses (Rondi 
et al. 2021). That said, although little is known about the role 
of servitization in family businesses (Rondi et al. 2021), servi
tization has been found generally to have a positive effect on 
business performance (W. Wang et al. 2018). It is, therefore, 
hypothesized:

H4. Servitization is positively related to the business performance 
of German family‐owned horticultural SMEs.
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2.3 | The Linkage Between Market Orientation 
and Servitization

The ability of a business to innovate and develop new services 
to augment its offering is based on its ability to integrate varied 
competencies and know‐how, including market orientation 
(Doloreux et al. 2025). Market orientation entails gathering, 
sharing and acting on market data with a strong consumer 
emphasis (Kohli and Jaworski 1990). These attributes of market 
orientation can be used to support the identification of services 
that can be introduced to augment existing offerings (Vendrell‐ 
Herrero et al. 2014). This approach makes market orientation 
and servitization closely linked strategies that can mutually 
reinforce one another in driving business performance. Market 
orientation has been found as an enabler of servitization 
because businesses with higher levels of market orientation are 
more likely to embrace and deliver servitization (Story 
et al. 2017). Kindström et al. (2013) argue that businesses 
adopting servitization need to deeply understand customer 
needs to design appropriate service offerings, making market 
orientation a critical enabler. Combining market orientation 
with servitization has also been shown to result in successful 
services. For example, Ulaga and Reinartz (2011) found that 
businesses that use customer insights derived from a strong 
market orientation are more likely to develop successful hybrid 
product and service offerings, which are central to servitization. 
Moreover, market orientation enhances the success of serviti
zation strategies by aligning service design with customer 
preferences, thereby improving customer satisfaction and loy
alty (Raddats et al. 2019), which are important aspects of 
business survival and sustainable success (Haq et al. 2021). 
Ruiz‐Alba et al. (2018) found that the impact of services on 
business performance hinges on high levels of customer co‐ 
creation of services. When customers actively co‐create ser
vices, the positive effects of servitization are significantly 
stronger.

That said, extant evidence regarding the impact of servitization 
on overall business performance is conflicting. Some re
searchers have argued that servitization does not consistently 
enhance the pathway between market orientation and profit
ability and can even reduce performance under certain condi
tions. For example, a meta‐analysis by Brax et al. (2021) revealed 
that the impact of servitization on business performance varies 
by implementation and context, with negative or nonlinear 
outcomes frequently observed. Similarly, using panel data from 
Chinese sporting goods manufacturers, Lu et al. (2024) found 
that higher levels of servitization can suppress corporate per
formance, reinforcing the view that servitization may mediate or 
moderate market‐orientation effects in nonpositive ways. In 
family businesses, servitization is adopted less frequently and 
often delivers weaker, or even negative, performance outcomes 
(Guedes et al. 2022), which could suggest that the profitability 
benefits of market orientation routed through servitization are 
attenuated.

Although previous research has connected market orientation 
and servitization, Davcik and Sharma (2016) have called for 
further investigation into the influence of market orientation and 
servitization in contexts outside of manufacturing, which has 
been the focus of most studies. Given previous findings suggesting 

that market orientation supports effective servitization in 
manufacturing (Xing et al. 2023), which, in turn, leads to 
improved business performance, we extend this proposition 
outside of manufacturing and into family businesses by 
proposing:

H5. Servitization has a positive moderating effect on the rela
tionship between customer orientation and business performance 
within German family‐owned horticultural SMEs.

H6. Servitization has a positive moderating effect on the rela
tionship between competitor orientation and business perfor
mance within German family‐owned horticultural SMEs.

H7. Servitization has a positive moderating effect on the rela
tionship between interfunctional coordination and business per
formance within German family‐owned horticultural SMEs.

Figure 1 illustrates the conceptual model for this research. 
Through testing the impact of the market orientation di
mensions on business performance within family‐owned hor
ticultural SMEs (Hypotheses 1–3), we address the scarcity of 
research exploring the impact of market orientation in family 
businesses (Martín‐Santana et al. 2020). Through testing the 
effect that servitization has on the business performance of 
family‐owned horticultural SMEs (Hypothesis 4), we highlight 
insights into whether servitization offers a viable strategy to 
support longevity for these businesses. Furthermore, we inves
tigate the moderating role that servitization plays in this rela
tionship (Hypotheses 5–7; see Table 1), addressing calls for 
further research into the role that servitization can play in 
family businesses (Rondi et al. 2021). Servitization and market 
orientation have been posited as being able to support sus
tainable business performance (Chesbrough 2011; Martín‐San
tana et al. 2020) (see Figure 1). This research extends these 
concepts into family businesses in horticulture, an industry 
under existential pressure, to see what impact they have on 
family business performance, supporting family business 
longevity.

3 | Methodology

3.1 | Data Collection and Sample

Data were collected using a cross‐sectional design, with a 
structured questionnaire administered via a web‐based online 
survey (Thietart 2007). These data allowed for the exploration of 
relationships between the variables and the testing of the pro
posed hypotheses (Evans and Rooney 2013). The questionnaire 
was embedded in the LimeSurvey’s professional open‐source 
software, an advanced online survey system for creating qual
ity online surveys.

The sample included family‐owned German horticultural SMEs. 
The choice was taken to focus on family‐owned SMEs, which 
are defined in Germany as having less than 250 workers, an 
annual turnover not surpassing 50 million euros or a balance 
sheet total not exceeding 43 million euros (Statistisches Bun
desamt 2025). This decision was taken as it has been found that 
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SMEs frequently diverge from large enterprises in their capac
ities, organizational structures and strategic planning (Bozer 
et al. 2017). The latest agricultural structure survey in Germany 
reports 5300 horticultural holdings (BMEL Statistik (Federal 
Ministry of Food and Agriculture) 2023), but does not disag
gregate this figure by ownership, making the application of 
probability sampling challenging (Thietart 2007). The sampling 
criteria were to recruit family‐owned SMEs that are engaged 
directly in a horticultural enterprise and have been established 
for a minimum of 2 years. Email contacts of the selected SMEs 

were sourced from a professional directory of German horti
cultural companies that agreed to support the study. Emails 
were sent to respondents requesting their voluntary participa
tion in the survey. A total of 244 responses were received, of 
which 222 were valid and fully completed. A G*Power analysis 
for a linear multiple regression with four predictors ( f2 = 0.10, 
α = 0.05, power = 0.95) indicated that a minimum sample size 
of 177 was required (Cohen 1988; Faul et al. 2009). Our final 
sample of 222 complete responses exceeded this requirement, 
ensuring sufficient statistical power for the analysis.

FIGURE 1 | Research model and hypotheses.

TABLE 1 | Hypothesis testing summary.

Hypothesis Outcome
H1 Customer orientation is positively related to the business performance of 

German family‐owned horticultural SMEs.
Accepted

H2 Competitor orientation is positively related to the business performance of 
German family‐owned horticultural SMEs.

Rejected

H3 Interfunctional coordination is positively related to the business performance 
of German family‐owned horticultural SMEs.

Accepted

H4 Servitization is positively related to the business performance of German 
family‐owned horticultural SMEs.

Accepted

H5 Servitization has a positive moderating effect on the relationship between 
customer orientation and business performance within German family‐owned 
horticultural SMEs.

Rejected

H6 Servitization has a positive moderating effect on the relationship between 
competitor orientation and business performance within German family‐ 
owned horticultural SMEs.

Rejected

H7 Servitization has a positive moderating effect on the relationship between 
interfunctional coordination and business performance within German family‐ 
owned horticultural SMEs.

Rejected
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3.2 | Questionnaire Development and Scales

We collected company and demographic information to confirm 
that respondents met the sample selection criteria. The ques
tionnaire comprised sections collecting data on each business’s 
market orientation dimensions, servitization and business per
formance based on previously validated scales by Narver and 
Slater (1990). The independent variables for this research are 
the three dimensions of market orientation: customer orienta
tion, competitor orientation and interfunctional coordination. 
These concepts were measured using Narver and Slater's (1990) 
market orientation scales, which are widely accepted and 
acknowledged. The dependent variable, business performance, 
was measured through a combination of subjective and objec
tive items, as recommended by Schachter (2010), as this pro
vides a multifaceted examination of performance. Servitization 
was measured through scales developed by Gronum 
et al. (2016), which detail service growth in terms of the number 
of services offered over the previous 5‐year period. All scales 
used were translated into German from English through a 
process of backtranslation and operationalized for the German 
context to ensure conceptual equivalency (Bhalla and Lin 1987). 
The data collected were downloaded from the online survey and 
transferred to SPSS 26 and AMOS for statistical analysis.

3.3 | Preliminary Data Analysis

The first step of the statistical analysis involved data screening 
to check reliability and validity. Data screening was performed 
to ensure a rigorous quantitative data analysis (Watson 2015). 
Prior to conducting hypothesis testing with structural equation 
modelling (SEM), we undertook an exploratory factor analysis, 
employing principal components analysis as the designated 
factoring method. The initial exploratory factor analysis was 
followed by validation of the proposed structural model through 
confirmatory factor analysis and SEM. These two methods 
enabled hypothesis testing, as advocated by Marsh et al. (2020), 
and are frequently employed in the context of SEM. Convergent 
and discriminant validity were assessed through average vari
ance extracted (AVE) and composite reliability (CR) values, 
which are shown in Table 2. Convergent validity was initially 
tested by the loadings of the items on their respective factors, as 
shown in Table 2. All values met the established thresholds, 
except for the AVE for competitor orientation, which fell below 

the recommended 0.50 level (Fornell and Larcker 1981). How
ever, its composite reliability (CR), which is considered a more 
accurate measure of reliability, exceeded the acceptable bench
mark (> 0.60), indicating acceptable internal consistency 
(Lam 2012; Bagozzi and Yi 1988). Although the AVE was below 
the recommended threshold, Fornell and Larcker (1981) note 
that reliability and variance extracted capture distinct aspects of 
measurement quality, and subsequent SEM research suggests 
that acceptable reliability may justify retaining constructs for 
hypothesis testing despite weaker convergent validity (Hair 
et al. 2014; Malhotra and Dash 2011). This multicriteria 
approach to assessing measurement quality, rather than reliance 
on AVE alone, is consistent with recent methodological guid
ance in business and management research (Guenther 
et al. 2023).

To assess the potential for common method bias, Harman's 
single‐factor test was applied (Harman 1967; Zhang et al. 2024). 
The purpose of this test is to ascertain whether most of the 
variance can be explained by a single factor. This purpose is 
achieved by entering all the principal concepts into a principal 
components analysis (Amin et al. 2016). Consequently, a reli
able set of variables will consistently load on the same factor. 
The maximum threshold is 50% (Podsakoff et al. 2003). The 
results indicate a percentage of 29.42%, suggesting the absence 
of any significant common method bias. The following section 
details the results and hypothesis testing.

4 | Results

4.1 | Model Tests

To test the hypotheses, covariance‐based structural modelling 
was selected, with the statistical software tool AMOS being used 
for data analysis. This method estimates structural model pa
rameters based on confirmatory factor analysis, discriminant 
analysis and multiple regressions (Q. Wang et al. 2016). In 
addition to revealing the direct link between the dimensions of 
market orientation and servitization and business performance, 
the indirect influence of servitization on the relationship be
tween the dimensions of market orientation and business per
formance can be determined (Namazi and Namazi 2016). 
Table 3 presents two models. Model 1 illustrates the direct ef
fects of the dimensions of market orientation on business 

TABLE 2 | Convergent and discriminant validity.

CR AVE
MaxR 

(H)
Interfunctional 

coordination
Competitor 
orientation

Customer 
orientation Servitization

Business 
performance

Customer 
orientation

0.73 0.50 0.75 0.61 0.61 0.69

Competitor 
orientation

0.67 0.41 0.69 0.51 0.64

Interfunctional 
coordination

0.90 0.53 0.91 0.73

Servitization 0.86 0.67 0.91 −0.21 −0.02 −0.33 0.82

Business 
performance

0.88 0.56 0.89 0.50 0.17 0.44 −0.56 0.75
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performance (Hypotheses 1–3) and the relationship between 
servitization and business performance (Hypothesis 4). Model 2 
demonstrates the interaction terms and the indirect moderating 
effects of servitization on the relationship between the market 
orientation dimensions and business performance (Hypotheses 
5–7). The impact of the moderating interaction term of serviti
zation is evident in Model 2.

Both models exhibited an optimal fit. The values indicate a 
robust fit and a high degree of reliability, with the models found 
to be almost saturated (Field 2017). All intercorrelations were 
less than the threshold of 0.9, indicating that there was no issue 
with multicollinearity (Tabachnick and Fidell 2018), and hence 
the models were reliable. In Model 1, 59.8% of the variance in 
business performance was explained by the four variables and 
40.2% by the error term e2. In Model 2, the squared multiple 
correlations (R2) for business performance were explained by 
63.3% of all variables. A comparison of the R2 values of Models 1 
and 2 reveals an enhancement of +3.5% in business perfor
mance (see Table 3). Consequently, in the presence of interac
tion terms, the total explanation of variance could be enhanced, 
which is principally positive (Najafi‐Tavani et al. 2016).

4.2 | Hypothesis Testing

4.2.1 | The Direct Effects of Market Orientation 
Dimensions and Servitization on Business Performance

The hypotheses were subjected to empirical scrutiny by exam
ining the path coefficients. A Bollen–Stine bootstrap yielded a 
p‐value of 0.198, exceeding the 0.05 threshold and indicating 
acceptable model fit under potential non‐normality. The critical 
ratios for the regression weights exceeded 1.96, confirming that 
all structural paths were statistically significant at the 0.05 level. 
However, although the relationships between the market 
orientation dimensions of customer orientation and interfunc
tional coordination and business performance were found to be 
positive, the relationship between competitor orientation and 
business performance was found to be negative. Therefore, 
Hypotheses 1 and 3 are accepted, whereas Hypothesis 2 is 
rejected. The relationship between servitization and business 
performance was found to be both positive and significant. 
Therefore, Hypothesis 4 is accepted.

4.2.2 | The Indirect Effects of Servitization on the 
Relationship Between Market Orientation Dimensions 
and Business Performance

The path coefficients demonstrated that the only significant 
independent variable in Model 2 was customer orientation. The 
correlation coefficient for business performance was determined 
to be β = 0.292, p = 0.006 and α = 0.01. The critical ratios and 
β‐values increased, becoming significant, in contrast to Model 1 
(e.g., customer orientation–business performance = β 0.289 
(3.816) to 0.292 (4.034)). In this context, the moderating effect of 
servitization increased significantly from 0.130 (3.033) in Model 
1 to 0.614 (3.088) in Model 2. The ascent of these latent variables 
illustrated strong, significant moderating effects on perfor
mance. Conversely, the remaining items remained unaffected. 
This attracted significant attention when the interaction term, 
interfunctional coordination, was considered. In Model 1, the 
direct effect of interfunctional coordination had a β‐value of 
0.284 (4.551). However, with the interaction terms, these values 
changed to −0.507 (−2.576, p = 0.007, α = 0.01), indicating a 
negative effect. The research found that servitization had a 
significant effect in moderating the relationship between inter
functional coordination and business performance; however, as 
the relationship was negative, the hypothesis is rejected. The 
models produced for customer orientation and competitor 
orientation demonstrated that servitization did not have a 
moderating effect, so Hypotheses 5 and 6 are rejected. The ef
fects are presented in Figure 2.

Although Hypothesis 7 is rejected due to a negative relationship, 
the results revealed a significant negative moderating effect of 
servitization on the relationship between interfunctional coor
dination and business performance. To aid visualization, the 
findings were plotted in Excel using a simple slope test (Daw
son 2014). As all variables in the models were continuously 
scaled, the effect of the relationships could be measured through 
the slopes of the regression lines. Figure 3 presents the plotting 
model of the moderating effect of servitization on interfunc
tional coordination and business performance.

The plotting model indicates an increase in both linear slopes in 
the presence of servitization and that the effect was more 
apparent with elevated values of servitization. Consequently, 
higher business performance was more pronounced when there 

TABLE 3 | Path coefficients (β‐values) after bootstrapping. Model 1 = direct effects, Model 2 = moderated interaction effects.

Hypothesis Independent variable (x interaction) Model 1 CR Model 2 CR
H1 Customer orientation 0.289 (0.075)** 3.85 0.292 (0.074)** 3.95

H2 Competitor orientation −0.233 (0.060)** −3.88 n/s

H3 Interfunctional coordination 0.284 (0.059)** 4.81 n/s

H4 Servitization 0.130 (0.043)** 3.02 0.614 (0.196)** 3.13

H5 Customer orientation × servitization n/s n/s

H6 Competitor orientation × servitization n/s n/s

H7 Interfunctional coordination × servitization −0.507 (0.185)** −2.74
Note: Models 1 (2); SMC (R2): Business performance 0.598 (0.633); model fits 1, 2: CMIN/df = 1.619 (0.695); p > 0.151 (0.820); GFI = 0.991 (0.994).
*p < 0.05.
**p < 0.01.
***p < 0.001.

Canadian Journal of Administrative Sciences / Revue Canadienne des Sciences de l'Administration, 2026 7 of 15

 19364490, 2026, 1, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1002/cjas.70053 by N

IC
E

, N
ational Institute for H

ealth and C
are E

xcellence, W
iley O

nline L
ibrary on [06/03/2026]. See the T

erm
s and C

onditions (https://onlinelibrary.w
iley.com

/term
s-and-conditions) on W

iley O
nline L

ibrary for rules of use; O
A

 articles are governed by the applicable C
reative C

om
m

ons L
icense



were lower levels of servitization present. Therefore, the pres
ence of servitization had a negative effect on the positive rela
tionship between interfunctional coordination and business 
performance, but only at a higher performance level.

4.3 | Summary of Findings

This research shows that customer orientation and interfunc
tional coordination are positively associated with business per
formance in family‐owned German horticultural SMEs, whereas 
competitor orientation has a negative effect. These findings 

suggest that performance is strengthened by focusing on 
customer needs and cross‐functional collaboration but weak
ened when excessive attention is given to competitor activity. In 
addition, servitization was found to have a direct positive effect 
on business performance. However, its moderating effect is 
limited: It does not significantly influence the relationships 
between customer or competitor orientation and performance, 
and at high levels, it negatively moderates the link between 
interfunctional coordination and performance. This reversal 
relationship indicates that excessive servitization can offset the 
benefits of strong internal cooperation, ultimately reducing 
business performance (see Table 1).

FIGURE 2 | Results of the direct and indirect effects on business performance. Confidence interval = 95%.

FIGURE 3 | Plotting model with servitization as a moderator of the relationship between interfunctional coordination and business performance 
(bootstrapped). Moderators: blue line = low servitization, red line = high servitization.
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5 | Discussion and Conclusion

Previous studies have suggested that business size and industry 
shape the relationship between market orientation and business 
performance (Kajalo and Lindblom 2015; Liao et al. 2011). 
Although some of the literature has suggested that market 
orientation enhances business performance (Cano et al. 2004; 
Liao et al. 2011), this research has shown that the effects of 
market orientation on business performance are not uniform 
across all dimensions. Specifically, the findings indicate that for 
family‐owned horticultural SMEs, competitor orientation can 
have a detrimental effect on performance, whereas customer 
orientation and interfunctional coordination provide clear 
benefits. These findings suggest that the dynamics of market 
orientation in small family businesses are shaped by their 
structural characteristics and resource limitations, which make 
some dimensions supportive of performance and others coun
terproductive. Small family businesses often face resource con
straints (Haq, Johanson, Davies, Ng and Dana 2024b) that force 
them to prioritize day‐to‐day operations (Haq, Johanson, 
Davies, Ng and Dana 2024a). In such contexts, shifting focus to 
competitor activities can be counterproductive, as these busi
nesses may lack the flexibility or resources to imitate competi
tors effectively or overcome first‐mover advantages (Sirmon and 
Hitt 2003; Zellweger et al. 2012). Family businesses are also less 
inclined to make large strategic pivots in response to competi
tors' actions (Zellweger et al. 2012), often prioritizing tradition 
and the preservation of socioemotional wealth (Gómez‐Mejía 
et al. 2007). As a result, they tend to rely on internal capabilities 
(De Massis et al. 2015) and informed decision‐making within 
the family (Neneh and Welsh 2025; Welsh and Kaciak 2019). 
This phenomenon helps to explain why an external focus on 
competitors can hinder performance and supports the argument 
that family businesses derive competitive advantage primarily 
through internal strengths, even if doing so reduces respon
siveness to competitors (Kellermanns et al. 2012). These find
ings extend knowledge of market orientation in family 
businesses by emphasizing that although customer orientation 
and interfunctional coordination enhance performance, 
competitor orientation may have a detrimental effect.

Moreover, prior research has shown that increased servitization 
can enhance manufacturers' business performance (Bustinza 
et al. 2015; Gebauer et al. 2011), though some studies argue that 
small, locally focused businesses struggle to implement serviti
zation profitably (Myrthianos et al. 2014; Valtakoski and 
Witell 2018). The similarities between horticulture and 
manufacturing, both centred on transforming raw materials into 
products through standardized processes (Kumar et al. 2024), 
suggest that servitization may also hold relevance in the horti
cultural sector. This research extends family business literature 
by demonstrating a positive and significant relationship be
tween servitization and the performance of family‐owned hor
ticultural SMEs. The results challenge the view that smaller, 
resource‐constrained businesses cannot benefit from servitiza
tion (Myrthianos et al. 2014; Valtakoski and Witell 2018). 
Instead, this research has demonstrated that diversification into 
services can help family‐owned horticultural businesses navi
gate turbulent markets. Furthermore, the findings suggest that 
servitization can be an effective strategy for family businesses by 
supporting profitability while maintaining strategic and tactical 

control (Berrone et al. 2012) and leveraging socioemotional 
wealth (Guedes et al. 2022).

Extant research has suggested that market orientation can 
facilitate servitization, improving customer satisfaction, loyalty 
and performance outcomes (Raddats et al. 2019). In contrast, 
this research has found that servitization does not significantly 
moderate the relationship between customer or competitor 
orientation and business performance and that it has a negative 
moderating effect when combined with interfunctional coordi
nation. These results challenge the assumption that strong 
market orientation consistently enhances performance through 
servitization in family business contexts (Cano et al. 2004; Liao 
et al. 2011). A possible explanation lies in the internal orienta
tion of family businesses. Family businesses often resist adapt
ing strategies based on external market signals (De Massis 
et al. 2014), preferring instead to develop services around in
ternal resources, family values and experience (De Massis 
et al. 2015; Kellermanns et al. 2012). This behaviour preserves 
tradition and socioemotional wealth (Gómez‐Mejía et al. 2007) 
but limits the effective use of customer and competitor insights 
to drive service innovation. As a result, the dynamics of family 
decision‐making could reduce the value of market orientation as 
a foundation for servitization, distinguishing the performance 
outcomes of family businesses from those of nonfamily 
businesses.

Prior research has highlighted that excessive servitization can 
undermine business performance, either through resource 
strain or service–product cannibalization (W. Wang et al. 2018; 
Belvedere 2014). This research supports that perspective by 
identifying a significant negative moderating role of servitiza
tion in the relationship between interfunctional coordination 
and performance. At high levels, servitization reversed the 
otherwise positive effect of interfunctional cooperation, 
reducing overall business performance and providing evidence 
of the so‐called “servitization paradox” (Bortoluzzi et al. 2022). 
These pressures may be particularly pronounced in small family 
businesses, which often operate with constrained resources. 
Strong interfunctional coordination may encourage the pursuit 
of new services beyond what can be effectively managed, over
extending the capacity of the business. For family‐owned hor
ticultural SMEs, although moderate servitization can be 
beneficial, excess diversification risks diluting performance. 
Effective portfolio management and cautious expansion of ser
vices are therefore critical, as servitization can act as a double‐ 
edged sword in this context (Eckardt and Skaggs 2018).

5.1 | Theoretical Contributions

This research makes three core contributions by addressing gaps 
in the family business and servitization literature.

Firstly, it challenges the assumption that all dimensions of 
market orientation are uniformly beneficial. Although prior 
research has often emphasized positive links (Cano et al. 2004), 
evidence on family businesses remains limited (Martín‐Santana 
et al. 2020). Our findings show that customer orientation and 
interfunctional coordination enhance performance in family‐ 
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owned SMEs, whereas competitor orientation can reduce it. 
Therefore, this research reflects how resource constraints and 
socioemotional wealth preservation can limit the value of 
imitative strategies, offering a more nuanced view of how 
market orientation functions in family businesses.

Secondly, this research extends servitization literature (such as 
Raddats et al. 2019; W. Wang et al. 2018; W. Wang and 
Guedes 2024) beyond a manufacturing focus by demonstrating 
that service diversification can directly improve performance in 
family horticultural SMEs. In doing so, this research addresses 
calls for greater attention to the role of servitization in family 
businesses (Rondi et al. 2021) and challenges assumptions that 
small, resource‐constrained, nonmanufacturing businesses are 
poorly positioned to benefit from such strategies (Myrthianos 
et al. 2014; Valtakoski and Witell 2018). The finding that mod
erate levels of service diversification can enhance performance 
illustrates how servitization can help family horticultural SMEs 
navigate turbulent markets while retaining family control and 
values.

Thirdly, this research identifies a servitization paradox in which 
moderate diversification is beneficial, but excessive service 
expansion undermines performance. This highlights the risks of 
overextension in smaller family businesses and cautions against 
treating servitization as a universally positive strategy (W. Wang 
et al. 2018). By recognizing these contingencies, this research 
offers a more balanced and context‐sensitive theoretical framing 
of servitization in family businesses.

Together, these contributions advance a more context‐sensitive 
understanding of strategy in family business literature and 
broaden the applicability of market orientation and servitization 
theories (Raddats et al. 2019; W. Wang et al. 2018; W. Wang and 
Guedes 2024). Rather than treating these constructs as univer
sally positive, our findings highlight that their effects are 
contingent on the dynamics and characteristics of family‐owned 
SMEs. Ignoring these dynamics risks leaving the literature with 
an incomplete, manufacturing‐centric view of performance 
drivers. Many small businesses, including family businesses, in 
traditional, resource‐constrained industries share characteristics 
such as small scale, local embeddedness (Haq, Johanson, 
Davies, Ng and Dana 2024b), long‐term orientations and the 
preservation of socioemotional wealth, which similarly shape 
how strategies such as market orientation and servitization in
fluence performance and support long‐term survival.

This research demonstrates that theories of market orientation 
and servitization cannot be viewed as universally applicable but 
must be adapted to the specific dynamics of family businesses, 
such as tradition, risk aversion and distinctive decision‐making 
preferences and constraints, if they are to meaningfully explain 
performance outcomes.

5.2 | Managerial Implications

This research provides an important insight for managers of 
family‐owned horticultural SMEs navigating market pressures 
and evolving customer expectations. That is, it shows that 

prioritizing customer orientation and interfunctional coordina
tion can directly improve business performance, suggesting that 
businesses should invest in understanding customer needs and 
fostering collaboration across internal functions to build agility 
and responsiveness. However, managers should be cautious 
about heavily emulating competitors because, as this research 
has demonstrated, competitor orientation negatively impacts 
performance, possibly due to resource constraints and 
misalignment between external strategies and internal capabil
ities in family businesses. Moreover, although servitization was 
shown to enhance performance, it should be approached stra
tegically because, as this research has demonstrated, managers 
must recognize the servitization paradox. That is, excessive or 
poorly aligned service expansion can strain limited resources 
and disrupt internal coordination, ultimately harming perfor
mance. Thus, service development should be carefully cali
brated, aligned with internal capabilities and rooted in authentic 
value addition rather than reactive diversification. Overall, 
family business leaders should craft strategies that leverage in
ternal strengths and customer intimacy while exercising re
straint in excessive service expansion and/or seeking to copy 
competitors without thorough consideration.

5.3 | Limitations and Future Research

Despite the numerous contributions made by this research, 
there are certain limitations that can be addressed in future 
research. Firstly, this research relied on self‐reported data, 
which—although potentially reducing social desirability 
bias—may lead to inaccuracies in reporting (Brenner and 
DeLamater 2016). The sample was selected using a professional 
directory of German horticultural companies, which may 
exclude newer entrants and therefore bias the sample toward 
more established, traditional businesses. Although the sample 
size met the G*Power requirements, it remains modest and 
should be acknowledged as a limitation.

Secondly, although this research's novel findings can be adapted 
in other industries where heterogeneity prevails, it is important 
to note that horticulture is distinguished by its diversity in 
products and services, distribution and organization. Future 
research could be extended to other industries.

Thirdly, based on the analysis of quantitative data, this research 
has highlighted that servitization can bring both positive and 
negative effects to family‐owned SMEs. Future qualitative 
research could help to deepen understanding into portfolio 
management and what services can help to augment current 
offerings. Such in‐depth analysis may be beneficial in eluci
dating the services that are most effective for various businesses 
and the potential upper limits that may exist for each business. 
This in‐depth analysis would help improve understanding of 
when, and at what point, servitization can negatively impact 
businesses (W. Wang et al. 2018).

Fourthly, although this research has sought to link the market 
orientation dimensions to servitization, future research could 
provide more insight into how family businesses use customer 
and competitor insights and internal collaboration to make 
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decisions regarding service and portfolio development. Addi
tionally, future research could seek to identify and explore what 
value family businesses place on customer and competitor in
sights when developing new services and what other mecha
nisms they use to develop new services (Alhassan et al. 2025).

Fifthly and finally, this research was conducted in one 
geographical context and industrial context, where family 
businesses can be considered relatively formal (Lubinski 2011). 
Future research could explore other regions and industries.
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