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ABSTRACT In todays fast-paced economy competition is an issue of services and products. Much attention has been directed

to a better service and the best product and how this can be achieved. So, the purpose of this research is to investigate the impact
of intensity of competition on theganizational performance of Jordanian industrial compareesvestigate this relationship,

33 industrial companies listedAmman $ock Exchange by the beginning of 2010 were surveybd.result of multiple

regression analysis indicates that the intensity of market competition has appositive ftobng efjanizational performance

of such companiedhis result, howeveis expected as Jordanian companies have faced intense competition lately due to
attractive investment climate of Jordanian market.

INTRODUCTION first country in the Middle East that issued a
national law for competition irugust 2002.
Market competition is one of the external In this context, Hutaibat (2005) surveyed 103
factors that comprise theganizations envi-  Jordanian industrial companies and used a con-
ronment (Chong and Rundus 2004). Companiesingency approach to examine the management
are generally faced with didrent degrees of accounting practices among them. One of his
market competitions. Globalization has exposedindings is that competition in Jordanian mar
companies in developing countries to face strongket is very high. Hutaibat gues that this find-
competition. Most of them now have to copeing is due to the new free trade agreements with
with the declining market share while severalother countries, such as USA, Canada and Eu-
others have been forced out of the marketope.This has led to increased competition in
(Waweru et al. 2004). Likewise, there is a lot of the Jordanian markethe performance conse-
competition among Jordanian companies. In thigguences of such competition are ambiguests
context, Rawabdeh (2008) states: “ Jordan igecially on the industrial sector which is con-
passing through an important phase in its desidered one of the Igest sectors listed within
velopment, which is characterized by a newthe Amman Sock Exchange. Industrial sector
challenge arising from the fact that companiesprovides the majority of new jobs, it contributes
are expected to face increased competition duabout 48% of the total number of workers in
to the new world policy of having internation- Jordan and produces the creativity and innova-
ally open markets” (p.5). In addition to Jorda- tion that fuels the economic progress, and its
nian Economiddjustment Program (EAP) for exports contribute about 93.5% of the national
the period 1992-1998 which aimed to transferexport in 2005 (Ministry of Industry arktade,
the Jordan economy to be free and open and théordan 2008)Against this background, the pur
privatization program which started in 1996, pose of this research is to investigate ttieoef
Jordan has close business ties with other couref market competition on ganizational perfer
tries especially the developed one. Jordan hagance among Jordanian industrial companies.
signed a free trade agreement with a number of he next section develops the theoretical model,
countries. Following this agreement, Jordanincluding presentation the studyhypothesis.
encourages foreign investment by giving foreignSection 3 outlines the research method applied.
companies many incentives and exemptionsThe empirical results appear in Section 4.
This attractive investment climate increased theSection 5 discusses the results and concludes
local investment by 100% between 2005 andthe paper
2006. Howeverthis rise was eclipsed by the ; :
growth in foreign investment which rose by 'Ilz'gren(z[]efgggLDevelopment and Hypothesis
205% in the same period. Most of these invest-
ments went into industrial projects (Jordan In-  Contingency theory suggests that agaori-
vestment Board 2007). Howeyéordan was the zation must be aligned with its environment in
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order to achieve its objectives (Hayes 1977). METHODOLOGY

Companies facing intensity competitive market

environments tend to use a greater number oBample Selection and Data Collection

product and service lines. In particylan- ) )

creased market competition encouragesuor ~ The study population consists of all Jorda-
zations to der multiple new products and ser Nian industrial companies which are listed at
vices at a reasonable price to their customerémman Jock Exchange by the beginning of
(Mia and Clarke 1999AI-Omiri and Drury ~ 2010.The industrial sector was chosen because
2007).Therefore, when companies face a highthere is a clear trend in the economic develop-
competition, they try to satisfy their customers MeNt plans of successive Jordanian govern-
by producing high quality producthis in turn ~ MeNts to support this sector (Al-kawaldeh 2001).
leads to a higher level ofganizational perfor  Moreover the Jordanian industrial sector is
mance (Chong and Rundus 200%herefore, one of the lagest sectors listed within tiem-

- ! man Sock Exchange, and which most needs to
Otley (1999) agued that customer satisfaction implement modern concepts of managerial ac-

and quality are important factors for angar counting (Al-khadash and Feridun 2006

nization to gain the competitive advantage. omani andAbu-Al Sondos 2008)After ex-
wide search of management research indicateglusiOn those companies whigtere in a dis-

a limited evidence of the fett of intensity of  g|yed and liquidation status, the proposed sam-
market competition on genizational perfer  pling frame consisted of 70 industrial compa-
mance. Howevefindings of this research were pjes_ In total, 33 out of 70 questionnaires were
mixed. Patiar and Mia (2009) surveyed 56 ho- completed and returned yielded a response rate
tels inAustralia. The findings indicated no re- of 47%.All the questionnaires were delivered
lationship between market competition and theby hand to the financial managers and left with
non-financial and financial performance. Mia them few days to enable them filling them out.
and Clarke (1999) reported indirect and posi-The distributed questionnaires were collected by
tive relationship between the intensity of mar hand.Tables 1, 2 and 3 show the respondent
ketcompetition and ganizational performance. companies’ profile.

In particular the findings indicated th#te in-

tensity of market competition is a determinantTable 1: Sample classification peindustry sector

of the use of the information which, in turn, is a jnqusiry type Frequency Percent
determinant of business unit performance

L “Textile, clothi d foot 1 3.0

Chong and Rundus (2004) found a positive andyining and quarrying - > a1
significant efect of high intensity of market 1Iron, steel and aluminium industry 1 3.0
competition on ayanizational performance. Electrical appliances 3 9.1
Konings (1998) found in a study of Bulgaria 000 products - ! 21.2
9 . h h y g_ . @ Chemical/pharmaceutical industry 4 12.1

and Estonia that more intensity of competition Tobacco and cigarettes ' 1 3.0
in the industry enhanced firm performance inBuilding materials and construction 5 15.2
Bulgaria but not in Estonia. Others 9 27.3
Brown and Earle (2000) found a strong posi- Total 33 100.0

tive effect of domestic and import competition
in the product market on total factor productiv- Table 2: Sales turnover
ity. Nickell (2009 found a positive relationship g < tumover (JoD)

between competition and corporate performance

Freguency Percent

i ; Less than 1 million 2 6.1

among British companles. . . 1-less than10 millions 13 39.4

Based on the I|teratur_e rew_ewed above, th_|slo_|ess than 20 millions 6 18.2

paper proposes the relationship between the in20 - less than30 millions 2 6.1

tensity of market competition andyanizational 30 —!ess than 40 millions 2 6.1

- . 40 — less than 50 millions 2 6.1

performance to be positiv€herefore, it can be 50 — |ess than 100 millions 2 6.1

hypothesized that: 100-lessthan200 millions 1 3.0

There is a positive relationship between in-200 - less than 400 millions 1 3.0

. " L More than 400millions 2 6.1
tensity of market competition andgamnizational

Total 33 100.0

performance.
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Table 3: Numberof employees ability of the scale. Howevemarket competi-
Employee number  Frequency Percent Cumulative  tion will be scored as the mean of the responses
percent to the six items.
1-49 employees 3 9.1 9.1 L o .
50-249 employees 17 51.5 60.6  Table 4: Descriptive statistics fornarket competition
250-499 employees 6 18.2 78.8 Variable Mean sSD
500-999 employees 2 6.1 84.8
1000 or grater 5 15.2 100.0 D1. Number of major competitors 4.24 0.97
D2. Frequency of technological 4.09 0.77
Total 33 100.0 change in the industry
D3. Frequency of new product 4.36 0.74
he fi . f th . . introduction
~ The first two sections of the questionnaire py extent of price manipulations ~ 2.82 1.59
included some demographic questions about thes. Access to marketing channels ~ 4.09 0.88
organization itself and the respondeifhe  D6. Changes in government 4.42 0.75

fourth section tried to assess the intensity of "egulation or policy

companys market competition along six fac-

tors. In respect to the third section, it was userganizational Performance

to measure the product fifentiation strategy

among Jordanian companies in order to exam- According to Fisher (1995), ganizational

ine its efect on oganizational performance in performance is poorly defined in the previous
independent study for the same authdhe last  studies as most of the previous studies measured
section includes six items to measure ttgaer it depending on the financial dimensidinere-

nizational performance. fore, the researcher believes that managers
) should pay more attention to these dimensions
Measurement ofVariables since they look at both financial and non-finan-

- ] cial performance of their compani@herefore,
Multi-item questions were used to measuresorganizational performance will be measured
all the study factors. Due to the limitation of using the six items adapted from previous stud-
sample size, explanatory factor an.aly3|s was nofes (Abu-Khadra and Rawabdeh 2086Shiab
performed to the study factors. Size ofami-  andAbu-Tapanjeh 2005; Hoque 2005; Hoque
zation was used in th|s_study as a control factoand James 2000These include: return on in-
using the natural logarithm of employee num-vyestment (ROI), sales growth rate, cash flow

bers. from operation, customer satisfaction, product
_ N quality and market development. However-
Intensity of Market Competition spondents will be asked to assess thejawi

zations overall performance over the last three

“Based on the work of Khandwalla (1972) andyears relative to that of competitors subjectively
Mia and Clarke (1999), intensity of market com- using a five-point Likert-type scale ranging from
petition was measured using the following six one (significantly below average) to five ( sig-
competitive dimensions: number of measurenificantly above a averagdjable 5 presents the
competitors, frequency of technological changedescriptive statistic for this factdihe Cronbach
in the industryfrequency of new product intro- alpha was75indicates satisfactory internal re-
duction, extent of price manipulations, accessiability of the scale. Howeverrganizational
to marketing channels and changes in governperformance will be scored as the mean of the
ment regulation and policyRespondents will responses to the seven dimensions of perfor
be asked to assess the intensity of their commance.
panys market competition along six factors by
using a five-point Likert-type scale ranging from Data Analysis
one (Not at all) to five (to a very great extent).
Therefore, market competition is the degree of This research seeks to investigate tHeogf
competition faced by a company on each of theof intensity of market competition on thegar
above six factorsTable 4 presents the descrip- nizational performance of Jordanian industrial
tive statistic for this factorThe Cronbach al- companiesTo achieve this objective, the rela-
pha was67 indicates satisfactory internal reli- tionship will be tested firstly using the correla-
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Table 5: Descriptive statistics fororganizational nizational performance is significant (beta=

performance 547, t-value=.012,p= 000. The result of the
Variable Mean Sd. regression, howevesupports the hypothesis of
deviation the studyThe result of multiple regressions is
E1. Return on Investment (ROI)  3.36 1.03  consistent with that of correlation matrix.
E2. Sales growth rate 3.42 0.87 ) )
E3. Cash flow from operation 3.70 0.81  Table 6: Correlation matrix
E4. Customer satisfaction 4.09 0.46 Q ) &)
E5. Product quality 4.30 0.53
E6. Market development 4.18 0.64 1.Competitiion 1
2.Performance .534(") 1
3.Size .024 .404() 1

tion analySIS (Pearson .correllatlon matri: * Correlation is significant at the 0.05 level (2-tailed)
ter testing for multicollinearity and other re- - Correlation is significant at the 0.01 level (2-tailed)
guirements (Hair et al. 2006), the second analy-
sis to test the hypothesis of the study is multiple DISCUSSION
regression analysis using SPSS program.
This study was designed to examine the im-
RESULTS pact of intensity of competition on thegamni-
zational performance of Jordanian industrial
Table 6 shows the correlation matrix of the companiesTo investigate this relationship, 33
study The correlation is significant between industrial companies listed &imman Sock
intensity of market competition andganiza- Exchange by the beginning of 2010 were- sur
tional performance (p= .01yimilarly, the cor  veyed.The result of multiple regression analy-
relation between size andgamnizational per sis indicates that the intensity of market com-
formance is significanfhe tolerance and vari- petition has appositive strongi&ft on ogani-
able inflation factor (VIF) values are in the ac- zational performance of such companieiis
ceptable rangélhus, no support was found for result, howeveris expected as Jordanian com-
the existence of multi-collinearity problem. Fi- panies have faced intense competition lately due
nally, the Durbin-Véitson test was undertaken to attractive investment climate of Jordanian
to test if the residuals were correlated. Howevermarket. This result, howeveis consistent with
the acceptable value of Durbinafgon is be- that of previous limited research (Konings 1998;
tween 1 and 3 and the preferable value is closeBrown and Earle 2000;Chong and Rundus
to 2 (Field 2000)The test indicated a value of 2004; Nickell 2006)Thus, it can be gued that
1.703, which is considered between the acceptdordanian companies proved their ability to face
able levelsThus, multiple regression analysis the increased competition especially that come
is relevant to test they study hypothesis succesdgrom the foreign companie3his, howeveris
fully. As shown inTable 7, the model is signifi- consistent with the gument of Chong and
cant £ = 11.887;P =0.000); and is able to ex- Rundus (2004) in that when companies face a
plain 44.5 % of the variance ongamnizational high competition, they try to satisfy their cus-
performanceAs shown in the table, the result tomers by producing high quality productbis
of the regression indicates that the diret#af in turn leads to a higher level ofgamizational
of the intensity of market competition ongar  performance.

Table 7: Regession esults

Independent variables Unstandarized coefficients Sandarized t- value Sg. Tolerance VIF
coefficients

B Sd. Error Beta
(Constant) 1.214 544 2.232 .033
Competition 447 11 .547 4.012 .000 .999 1.001
Size .361 124 .397 2.907 .007 .999 1.001
Adjusted R Square 405
F 11.887

Sig. .000
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As with most studies, this study has limita- Field A 2000. Discovering Statistic Using SPSS for

tions. First of all, the survey is aimed in the in- X\gﬂggvr‘]’?Sgg‘éaSﬁ%‘figggﬂiques for the Beginners.
dustrial sector companies in Jordan and thereFisher‘] 1995. Contingency-based research on management

fore not be valiql for other segtdfhis W0U|d_ control systems: Categorization by level of complexity
provide a potential source of bias to generaliza-  Journal of Accounting Literature, 14: 24 — 53
tion. The small sample size is another limita- Hair JF BlackWC, Babin BAnderson RETatham RL2006.

- : - . Multivariate Data Analysis. 6" Edition. Upper Saddle
tion of this studyThis would provide a poten- River. NJ.: Pearson Prentice Hall.

tial source of bias to generalization. Further re-yayes DC 1977The contingency theory of management
search may investigate thdesft of the several accountingThe Accounting Review, 52: 22—39.
factors on gganizational performance at a time Hoql:f z 290|5- Lifnking environmental ungerta][nty t;>A non-
H H H Inancial perrormance measures and periormafce:
e S5t o B e e 51
approachThis approach has shortcoming as itHoque z, Jame¥v 2000. Linking balanced scorecard
captures an event at a point of time. Future re-  measures to size and market factors: Impact on
search could use a qualitative approach (that is, ~©rganizational performancdournal of Management

tudi f to-f intervi t Accounting Research, 12: 1-17.
case stdies or 1ace-1o-1ace In erVIeWS) 0 €Nyytaibat KA2005.Management Accounting Practices in

able_ more in depth understandi.ng of thieaf Jordan: A Contingency Approach. Ph.D Thesis,

of different factors on @anizational perfor Unpublished. Bristol, UK: University of Bristol.

mance Jordan Investment Board 2007. From <http://www
" T . . jordaninvestment.com/pages.php?menu_id=218a

. Despite these limitations, thIS_ _StUdy is the ndlocal_type=0andlocal_id=andlocal_details=andlocal

first to explore the éct of competition factors _details1=andlocalsite_branchname=JIB> (Retrieved

on oganizational performance of Jordanian November 7, 2008).

competition on the use of management contioignal

sidered as preliminayyt would encourage re- of Accounting Research, 10: 275285,

searchers in Jordan and other Middle East counkonings J 1998. Firm Performance in Bulgaria and Estonia:
tries to direct their ébrt to a further explora- The Efects of Competitive Pressure, Financial Pressure
tion of this area. and DisoganizationWorking Paper Series, No. 185,

The Davidson Institute.
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