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Abstract
Purpose – Although digital marketing capabilities (DMCs) represent an opportunity for small to medium- 
sized enterprises (SMEs), the drivers and the complementarity effects of these newer marketing capabilities 
need further investigation. This study aims to examine the development and impact of DMCs on SME 
performance. 
Design/methodology/approach – A quantitative survey method was implemented using data provided by 
224 managers and directors of SMEs in the UK. The proposed model was tested using structural equation 
modelling, hierarchical regression and fuzzy qualitative comparative analysis. 
Findings – The results indicate that DMCs contribute to SME performance beyond the influence of customer 
relationship management (CRM) capabilities, and market orientation (MO) contributes to the development of 
these capabilities. Furthermore, the findings reveal that three distinct configurations of MO, DMCs and CRM 
capabilities are sufficient to achieve higher SME performance. 
Practical implications – The results suggest that SMEs possessing extensive knowledge of their market and 
customers current and latent needs are more capable of providing better services using DMCs. Also, the 
finding of this study informs SMEs managers that DMCs contribute to performance beyond the presence of 
CRM capabilities. 
Originality/value – This study contributes to the marketing and entrepreneurship literature by identifying 
the driver and complementarity benefit of DMCs on SME performance. 
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Introduction
Digital marketing capabilities (DMCs) refer to the firm’s ability to integrate digital 
technologies in processes and activities to interact with their stakeholders, creating value that 
is measurable but not affected by distance or time (Hofacker et al., 2020; Homburg and 
Wielgos, 2022; Kannan and Li, 2017). These capabilities are critical to leverage the benefits 
of digitalisation and enhance small to medium-sized enterprises’ (SMEs’) communications 
and relationships with customers, suppliers and channel partners at lower costs (Hofacker 
et al., 2020; Ma et al., 2025; Wang, 2020). For example, growth in marketing spending on 
digital channels in the UK was 12.76% in 2023, significantly higher than the 2.45% growth 
for the traditional channels (Statista, 2024). According to Apasrawirote et al. (2022), digital 
marketing presents a powerful form of marketing revolution to build a network of 
relationships enabling fluid and personalised customer communication. Despite the 
acknowledged benefits of digital marketing, the factors that enable SMEs’ digital marketing 
practices and the drivers of DMCs are not well researched (Homburg and Wielgos, 2022; 
Setkute and Dibb, 2022; Wu et al., 2024). To fill this gap in the literature, it is imperative to 
study SMEs’ use of digital marketing and how these firms can keep up with the 
developments and the potential benefits of these channels (Ma et al., 2025; Taiminen and 
Karjaluoto, 2015). Also, there is a limited knowledge on the SMEs’ strategic orientation and 
marketing resources that facilitate the development of marketing capabilities and success in 
the digital environment (Gliga and Evers, 2023; Quinton et al., 2017; Wu et al., 2024).

Market orientation (MO) is a well-established marketing concept that explains the 
organisation culture towards information generation, dissemination and response to 
customers, competitors and suppliers (Kohli and Jaworski, 1990; Narver and Slater, 1990). 
SMEs are market-oriented and compete effectively with larger organisations despite the 
liabilities of smallness and disadvantages such as economies of scale (Beneke et al., 2016). 
However, MO requires marketing capabilities as deployment mechanism to fully realise its 
value and support the SMEs competitive advantage and performance (Morgan et al., 2009b; 
Quinton et al., 2017). For example, Acikdilli et al. (2022) have shown that market-oriented 
SMEs need to develop marketing capabilities to achieve performance in highly competitive 
markets. Such, market-oriented SMEs emphasise the understanding of customers, 
knowledge and awareness of market dynamics and incorporate them in marketing strategies 
(Mandhachitara and Allapach, 2017). In the digital era, SMEs encounter strategic challenges 
with dynamic and fast changing customer needs and intense competition (Wu et al., 2024). 
Thus, MO provides the required market knowledge for the development of SMEs marketing 
capabilities, such as DMCs and customer relationship management (CRM) capabilities 
(Slater and Narver, 1995; Vorhies et al., 2010).

CRM capabilities refer to the organisation’s ability to build and sustain valuable 
relationships with target customers by leveraging resources to enhance business performance 
(Harrigan et al., 2012; Orr et al., 2011). Prior research have highlighted the positive 
contribution of CRM capabilities on firm performance (Wang and Feng, 2012; Xu et al., 
2018). However, the contribution of DMCs to performance beyond the influence of CRM 
capabilities and the complementarity benefit of these capabilities remains a gap in the 
literature. More studies are required to understand the relationship between the traditional 
and the new digital marketing approaches, including the degree to which they integrate or 
reinforce each other (Harrigan et al., 2012; Quinn et al., 2016). This is specifically important 
for SMEs effective and efficient management of the dynamic and ongoing interactions in the 
digital environment (Herhausen et al., 2020; Ma et al., 2025; Setkute and Dibb, 2022).

Although prior studies have shown that marketing capabilities leverage MO to enhance 
performance, DMCs are conceptually distinct from both static marketing capabilities and 
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dynamic marketing capabilities, and research exploring their development in market oriented 
SMEs and their complementarity effect on other capabilities is lacking in literature (Bodlaj 
and Čater, 2022; Cacciolatti and Lee, 2016; Day, 2011; Wu et al., 2024). This study aims to 
fill this gap and examines the impact of MO on the development of SMEs’ DMC and CRM 
capabilities and investigates the value of DMCs beyond the influence of CRM capabilities. 
Further, this study aims to investigate the configurations of MO and marketing capabilities 
that contribute to higher SME performance. This approach advances the knowledge of when 
resources and capabilities perform in isolation or in combination, providing evidence on the 
complementarity effects of DMCs and their contributions to SME performance. Managers 
are also informed about the effective configurations and synchronisation of EO, DMCs and 
CRM capabilities that achieve higher SME performance.

Our research extends the marketing and entrepreneurship literature and contributes to the 
entrepreneurial marketing practice. This study differs from previous research by examining 
the development of DMCs in market oriented SMEs and the unique and complementarity 
impacts of these capabilities on SME performance. Firstly, we contribute to the current 
discussion on the drivers of DMCs in SMEs by identifying the strategic orientation that 
enhances their development, offering a better understanding of the business philosophy that 
builds DMCs to achieve higher performance. Secondly, the study provides empirical 
evidence on the significant contribution of DMCs to SME performance beyond the influence 
of CRM capabilities. This is important for SME managers lacking investment in digital 
channels to build profitable relationships with their customers. Thirdly, the finding provides a 
deeper understanding on the potential complementarity of MO, DMCs and CRM 
capabilities, suggesting three distinct configurations of MO, DMCs and CRM capabilities 
that contribute to higher SME performance. Our result implies that the complementarity of 
DMCs and CRM capabilities generates competitive advantage, and not all SMEs are able to 
implement MO and transform market-based knowledge into performance.

Literature review and hypotheses
Theoretical background
Marketing researchers differentiate between static, dynamic and adaptive marketing 
capabilities drawing on the resource-based view (RBV) and the dynamic capabilities theories 
(Barney, 1991; Day, 2011; Joensuu-Salo et al., 2022; Teece et al., 1997). Static marketing 
capabilities focus on internal efficiencies and routinised process activities, which prevent the 
organisation from sensing and responding to the dynamic environment (Day, 2011). On the 
other hand, dynamic marketing capabilities refer to the responsiveness and efficiency of 
cross-functional business processes, including CRM capabilities (Fang and Zou, 2009; Xu 
et al., 2018). Although CRM capabilities support the firms to satisfy current customer needs 
and anticipate future trends, the dynamic marketing capability approach limits the 
organisation’s ability to sense weak signals and rapid market shifts in complex digital 
environments (Day, 2011). On the contrary, DMCs provide deep customer insights and 
process activities that can rapidly be reconfigured and amplified with emerging technologies 
(Day, 2011; Hazzam and Wilkins, 2021). DMCs are characterised by a higher degree of 
adaptability, enabling faster experimentation and shorter time span between market change 
and firm response (Day, 2011; Homburg and Wielgos, 2022).

MO is considered a market-based asset that supports the firm to match its market 
environment and achieving a competitive advantage (Morgan et al., 2009b). The relationship 
between MO and performance is complex and may be direct or indirect depending on the 
size, context of the firm and performance measures (Beneke et al., 2016; Wasim et al., 2022). 
SME studies have shown conflicting results towards the contribution of MO on performance 
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(Bodlaj and Čater, 2022). While MO seems to be important for SMEs, it may not be 
sufficient to achieve superior performance (Bodlaj and Čater, 2022). Therefore, MO may 
contribute significantly to performance through the mediation effect of marketing 
capabilities or the interactions with these capabilities (Bodlaj and Čater, 2022; Cacciolatti 
and Lee, 2016; Day, 1994; Morgan et al., 2009b).

In this study, we propose that SMEs leverage MO to develop DMCs and CRM 
capabilities, which in turn contribute to performance. Besides, MO and marketing 
capabilities may complement each other to generate economic rents and provide a 
performance advantage (Day, 1994; Foley and Fahy, 2009; Morgan et al., 2009b; Teece 
et al., 1997). The correct configurations of MO and marketing capabilities may become a 
source of competitive advantage (Foley and Fahy, 2009; O'Cass and Ngo, 2011). Thus, a set- 
theoretic approach to MO, DMCs and CRM capabilities is applied in this study to 
complement the dimensional approach, providing a deeper understanding of MO and 
marketing capabilities configurations that contribute to higher SME performance (Fiss, 
2007; Greckhamer, 2016; Woodside, 2013). Figure 1 presents the research conceptual model 
and the hypothesised relationships.

Customer Relationship 
Management 
Capabilities

Control variables
SME age
SME size

Industry type

H1 H3

H4
H2

Market 
Orientation

Digital
Marketing
Capabilities

SME
Performance

Figure 1. Proposed conceptual model 
Source(s): Authors 

Market orientation and digital marketing capabilities
MO enables organisations to continuously sense and act on emerging customer and market 
trends through effective and efficient information generation and dissemination (Moorman 
and Day, 2016; Morgan et al., 2009b). Previous studies in the context of SMEs have 
proposed and documented the positive contribution of market intelligence generation, 
dissemination and responsiveness towards developing marketing capabilities (Bodlaj and 
Čater, 2022; Carson et al., 2020). MO emphasises the need for the entire organisation to 
collect, disseminate and respond to customers’ current and latent needs, and this knowledge 
is leveraged by the firm DMCs fostering high-scalable digital content that may be repurposed 
for email, mobile and social media marketing (Homburg and Wielgos, 2022; O'Cass and 
Ngo, 2011).
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Organisations with robust MO enhance the development of adaptive capabilities such as 
DMCs facilitating anticipation and fast experimentation (Day, 2011). Digital channel users are 
highly expressive of their opinions on social media platforms, rating websites and blogs, and this 
generation of excess information is deployed by the firm DMCs for very precise targeting of 
individual customers and evaluation of marketing activities (Homburg and Wielgos, 2022; Ma 
et al., 2025). MO provides the knowledge that enables the firm to develop specific marketing 
capabilities such as DMCs, which enhance the linkage with SMEs stakeholders through novel 
interactions using automation, social media, email, search engine and mobile marketing 
(Homburg and Wielgos, 2022; O'Cass and Ngo, 2011; Wang, 2020). Therefore, we hypothesise:

H1. Market orientation is positively related to digital marketing capabilities.

Market orientation and customer relationship management capabilities
MO supports the organisation to learn more about their customers, competitors and channel 
members (Day, 1994; Kohli and Jaworski, 1990; Narver and Slater, 1990). This information 
generation, dissemination and responsiveness is essential to develop business process 
capabilities such as CRM capabilities (Jaakkola et al., 2016). MO increases the organisations’ 
understanding of their customers expressed and latent needs, and firms with strong CRM 
capabilities deploy these market-based resources to attract, retain and better serve their 
customers (Morgan et al., 2009a; Slater and Narver, 1995). CRM capabilities support the firm to 
act on the knowledge generated by MO processes, enhancing the effectiveness and efficiency of 
CRM and maintain loyal customers (Harrigan et al., 2012; Orr et al., 2011).

SMEs may differ from large firms in their approach to integrate customer and market 
information generation, dissemination and responsiveness into a unique strategic resource 
(Beneke et al., 2016). According to Gliga and Evers (2023), SMEs’ informational resources 
are essential inputs to build cross-functional capabilities such as CRM capabilities. The 
information generation, dissemination and responsiveness of MO processes improve SMEs 
market sensing, which facilitates the development of CRM capabilities (Cao and 
Weerawardena, 2023). Therefore, we hypothesise:

H2. Market orientation is positively related to customer relationship management 
capabilities.

Digital marketing capabilities and small and medium-sized enterprise performance
Digital marketing technologies allow businesses to compete and reach their customers effectively 
by incorporating market insights and analytics into their content, social media and other forms of 
digital marketing activities (Apasrawirote et al., 2022; Ma et al., 2025). Digital marketing 
facilitates the joint creation, communication and delivery of value to firm stakeholders through an 
adaptive process that is enabled by digital technologies (Kannan and Li, 2017). DMCs are 
scalable reducing the cost of search and reproduction through content and search engine 
marketing, which may influence revenues significantly (Homburg and Wielgos, 2022). This 
capability provides SMEs the opportunity to attract new customers and reach existing ones more 
efficiently with lower cost (Ma et al., 2025; Taiminen and Karjaluoto, 2015). This is particularly 
important for SMEs lacking marketing and financial resources and limiting their digital 
marketing focus to support traditional business practices (Joensuu-Salo et al., 2022; Setkute and 
Dibb, 2022; Su et al., 2023). DMCs enhance SMEs’ management and coordination of 
stakeholder relationships by more actively listening and engaging with them using web analytics 
and social media marketing (Homburg and Wielgos, 2022; Ma et al., 2025; Wang, 2020). 
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Further, SMEs may use search engine optimisation at a relatively low cost, supporting the 
acquisition of new customers or increasing sales to current ones (Taiminen and Karjaluoto, 
2015). Recent studies highlight the positive contributions of DMCs on large and SMEs sales 
growth, return on investment and business profitability (Dermonde et al., 2024; Homburg and 
Wielgos, 2022; Ranjan, 2023; Wang, 2020). Therefore, we hypothesise:

H3. Digital marketing capabilities are positively related to SME performance.

Customer relationship management capabilities and small and medium-sized enterprises’ 
performance
CRM capabilities are valuable to firm growth margins by continually lowering the average 
cost of serving their customers (Morgan et al., 2009a). The investment in CRM capabilities 
has demonstrated a positive contribution to customer satisfaction and retention (Harrigan 
et al., 2012; Orr et al., 2011). These CRM capabilities enable the successful management of 
customer relationships and channel members by learning about their needs and satisfy them 
(Harrigan et al., 2012; Xu et al., 2018). Similar to large organisations, SMEs have 
implemented CRM to compete effectively and enhance performance in dynamic business 
environments. SMEs perceive CRM processes as a technological innovation that improves 
their business and provides them with strategic advantages. Recently, Cao and 
Weerawardena (2023) confirmed the positive relationship between SMEs’ CRM capabilities 
and marketing performance such as sales revenue growth, market share growth and 
acquisition of new customers. Therefore, we propose the following hypothesis:

H4. Customer relationship management capabilities are positively related to SME 
performance.

The complementarity effects of market orientation, digital marketing capabilities and 
customer relationship management capabilities and small and medium-sized enterprise 
performance
Complementarity between capabilities refers to the interaction or the marginal benefit of one 
capability in the presence of other capabilities (Homburg and Wielgos, 2022). According to 
Teece et al. (1997), this complementarity between capabilities is valuable, increasing the 
effectiveness of the firm and limiting competitors’ ability of imitating the source of competitive 
advantage (Hazzam et al., 2022; Morgan et al., 2009a). For example, Orr et al. (2011) found that 
the complementarity of brand management capabilities and employee development capabilities 
has positive and significant impacts on customer satisfaction and market effectiveness. Luo et al. 
(2024) suggested that SMEs complement the use of social media with CRM capabilities to 
achieve higher marketing performance. On the other hand, MO as market-based knowledge 
assets and marketing capabilities complement one another and their interactions contribute to 
firm performance (Cacciolatti and Lee, 2016; Morgan et al., 2009b).

Although the studies that measure interactions between capabilities have advanced the 
knowledge on the complementarity of capabilities, these studies have used hierarchical 
regression presenting the limitation of measurement error. Hence, we have used hierarchical 
regression only to examine the value of DMCs beyond the influence of MO and CRM 
capabilities on performance. This method complements structural equation modelling (SEM), 
allowing easy assessment of nested models and control for SME size, age and industry types 
(Morgan et al., 2009b). However, we have used fuzzy qualitative comparative analysis (fsQCA) 
to investigate the complementarity of capabilities and understand the configurations of MO, 
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DMCs and CRM capabilities that achieve higher SME performance (Greckhamer, 2016; 
Woodside, 2013).

Methodology
Sample and data collection
In this study, we have conducted a survey to collect data from SME directors and/or 
marketing managers operating in UK. SMEs are defined as businesses with 0–249 
employees and represent 99.9% of all firms in UK (UK Government, 2022). These firms 
contribute significantly to UK’s regional employment rate and economic turnover. 
Staffordshire is the largest economy in the West Midlands region and has a strong record of 
economic growth and low unemployment (Staffordshire County Council, 2023). We used a 
convenience sampling approach, and the sampling frame was developed from Staffordshire 
Chambers of Commerce database of 748 companies. The required sample size to achieve a 
confidence level of 95% at 5% margin of error is 255. However, previous SME studies have 
shown that the response rate is generally low due to greater research focus on SMEs 
(Cenamor et al., 2019). Thus, we sent the survey followed by two reminders to the 748 
companies. Overall, we received 230 usable responses highlighting a 30.7% response rate. 
However, 224 responses were retained from companies that matched the criteria of having 
fewer than 249 employees. Table 1 highlights the main characteristics of the SME profiles.

Measures
In this research, we have used existing measurement scales from previous studies to measure 
the study constructs. MO is treated as a reflective second-order factor, including three first- 
order factors: intelligence generation; intelligence dissemination and responsiveness. Three 
items for each MO dimension adapted from O’Cass and Ngo (2011) were deployed to 
measure MO. A Likert-type seven-point scale was implemented ranging from (1) “strongly 
disagree” to (7) “strongly agree”, with a mid-point label of “neither agree nor disagree”. We 
measured DMCs with seven items adapted from Homburg and Wielgos (2022) using seven- 
point scale anchors of (−3) “much worse than competitors” and (+3) “much better than 
competitors”. We have adapted the measurement scale of Orr et al. (2011) to measure CRM 
capabilities using seven-point scale anchors of (−3) “much worse than competitors” and (+3) 
“much better than competitors”. Lastly, SME performance was measured using the scale 
developed by Morgan et al. (2009b), including eight items that measure market effectiveness 
and financial performance. We have used seven-point scale anchors of (−3) “much worse 
than competitors” and (+3) “much better than competitors” to measure SME performance. 
All the items that we have used in this study are provided in Appendix.

In addition to the study’s main variables, we have collected data on three generally 
accepted SME characteristics as control variables, including SMEs’ age, size and industry 
types (Cenamor et al., 2019; Wasim et al., 2022). Besides, we have collected data on a 
marker variable that is theoretically unrelated to the main study constructs to control for 
common method variance (Lindell and Whitney, 2001).

Results
Non-response and key informant bias
We have tested non-response bias using an independent t-test by comparing variable means 
between early and late respondents. The result of this test indicates that there are no significant 
differences between early and late respondents for MO (significance t-test for equality of 
means = 0.294), CRM capabilities (significance t-test for equality of means = 0.083), DMC 
(significance t-test for equality of means = 0.778) and performance (significance t-test for 
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equality of means = 0.534) (Armstrong and Terry, 1977). We have followed two approaches to 
check key informant quality. Firstly, we have targeted SME directors and managers, and most of 
the respondents were in high hierarchical positions. Secondly, we have checked on the ability of 
the key informants to answer the survey items. The results indicate that 56.7% of key informants 
were highly competent and 43.3% were competent, highlighting that the key informants in this 
study were qualified in answering the survey items.

Table 1. SME profiles

Characteristic Variation Count %

SMEs’ age Less than 3 years 35 15.6
Between 3 and 5 years 25 11.2
Over 5 years 164 73.2

SMEs’ size Fewer than 10 employees 131 58.5
Between 10 and 49 employees 53 23.7
Between 50 and 249 employees 40 17.8

SMEs’ industry type Accommodation and food service 7 3.1
Administrative and support service 4 1.8
Advertising and design 20 8.9
Building and property service 2 0.9
Ceramic 2 0.9
Financial and insurance service 17 7.6
Computing and IT service 19 8.5
Construction 7 3.1
Consultant 10 4.5
Education 6 2.7
Engineering 9 4.0
Human health and social work 7 3.1
Information and communication 4 1.8
Legal service 2 0.9
Manufacturing 22 9.8
Motor vehicles 2 0.9
Office equipment 1 0.4
Printing and media 5 2.2
Real estate 6 2.7
Recruitments and careers 4 1.8
Training 4 1.8
Transportation and storage 4 1.8
Travel 2 0.9
Wholesale and retail 20 8.9
Others 38 17.0

Source(s): Authors

Common method bias
We have deployed several procedures to control for common method variance in this study. 
Firstly, the result of Harman’s single factor test shows that the first factor explained 38.3% of 
model’s variance, which is less than the threshold of 50% (Podsakoff et al., 2012).

Secondly, we introduced and connected a common latent factor to all the measured 
indicators of the original measurement model. The standardised factor loadings of this model 
were then compared with the standardised loadings where no common latent factor is present 
in the measurement model (Podsakoff et al., 2012). The difference between the two sets of 
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standardised loadings was significantly lower than the cut criterion of < 0.20, suggested by 
Nystrand and Olsen (2020).

Thirdly, we used the marker variable procedure of Lindell and Whitney (2001), and time 
management was used as a variable to control for common method bias. The mean change in 
correlations between the main study constructs when partialling the effect of the marker 
variable was 0.002. Thus, common method bias is unlikely to be a risk in this study.

Measurement model
To establish the convergent and discriminant validity, confirmatory factor analysis (CFA) 
was conducted (Hair et al., 2010), using the AMOS software version 24 and performing 
covariance-based SEM (CB-SEM). This method works well for our study since the theory 
under investigation is very well established, and the objective is to estimate model 
parameters and not to maximise the variance explained in the dependent variable (Hair et al., 
2017). Also, CB-SEM is more effective for reflective measurement model specification 
when compared to variance-based SEM that includes some error variance to predict the 
dependent variable (Hair et al., 2017; Henseler et al., 2025). The result of the CFA (Table 2) 
indicates that all t-values of the loadings of the measurement variables on the respective 

Table 2. Results of the measurement model

Construct Item Loading t–value α CR AVE

Intelligence generation IG1 0.604 8.298 0.77 0.781 0.549
IG2 0.860 10.814 - - -
IG3 0.736 – - - -

Intelligence dissemination ID1 0.733 10.973 0.84 0.843 0.643
ID2 0.896 13.068 - - -
ID3 0.767 – - - -

Responsiveness RESP1 0.676 10.165 0.82 0.832 0.625
RESP2 0.899 13.215 - - -
RESP3 0.781 – - - -

Digital marketing capabilities DMC1 0.800 – 0.91 0.907 0.582
DMC2 0.726 13.733 - - -
DMC3 0.814 13.185 - - -
DMC4 0.766 12.160 - - -
DMC5 0.756 11.949 - - -
DMC6 0.794 12.750 - - -
DMC7 0.675 10.391 - - -

CRM capabilities CRM1 0.569 – 0.86 0.864 0.571
CRM2 0.531 9.025 - - -
CRM3 0.865 8.827 - - -
CRM4 0.891 8.394 - - -
CRM5 0.841 8.712 - - -

SME performance SMEP1 0.832 – 0.95 0.949 0.702
SMEP2 0.760 17.282 - - -
SMEP3 0.865 16.223 - - -
SMEP4 0.903 17.418 - - -
SMEP5 0.846 15.614 - - -
SMEP6 0.803 14.408 - - -
SMEP7 0.829 15.151 - - -
SMEP8 0.856 15.921 - - -

Source(s): Authors
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latent variables are statistically significant (Hair et al., 2010). The model exhibits satisfactory 
goodness of fit indices, highlighting that the data have an acceptable fit with the model 
despite the significant value of the chi-square test: χ2 = 832.473 (df = 354, p < 0.01); χ2/ 
df = 2.35; RMSEA = 0.078; CFI = 0.904; and SRMR = 0.073. Besides, the reliability tests 
(Table 2) indicate that Cronbach’s alpha and composite reliability (CR) are above the 0.7 
threshold, and the average variance extracted (AVE) of all study constructs is above the 0.5 
threshold, indicating good reliability and convergent validity (Anderson and Gerbing, 1988).

To assess discriminant validity, we have evaluated whether the square root of AVE of the 
study constructs is greater than their correlations with other constructs (Fornell and Larcker, 
1981). Table 3 highlights that the study constructs achieve discriminant validity.

Hypothesis testing
The structural model was evaluated to test the hypothesised relationships (Table 4). MO is 
treated as a second-order latent factor linking to the three first-order latent factors: intelligence 
generation, intelligence dissemination and responsiveness. DMCs, CRM capabilities and SME 
performance were treated as first-order latent variables. SMEs’ age, size and industry types are 
included as control variables. The chi-square test and goodness of fit indices (χ2 = 889.889 
(df = 389, p < 0.01); χ2/df = 2.28; RMSEA = 0.076; CFI = 0.900; and SRMR = 0.076) indicate 
that the structural model fits the data adequately. The model explains a variance of 62.8% in 
SME performance, and as per the examination of the standardised path coefficients and t-values, 
the four hypotheses in our model are supported (Table 4). MO is positively and significantly 

Table 3. Correlation matrix and discriminant validity

Variables M SD 1 2 3 4 5 6

1. Intelligence generation 5.12 1.27 0.74 - - - - -
2. Intelligence dissemination 4.50 1.47 0.54** 0.80 - - - -
3. Responsiveness 4.85 1.27 0.57** 0.63** 0.79 - - -
4. Digital marketing capabilities 0.16 1.12 0.24** 0.27** 0.23** 0.76 - -
5. CRM capabilities 0.95 0.99 0.21** 0.17** 0.25** 0.50** 0.75 -
6. SME performance 0.64 1.12 0.21** 0.20** 0.24** 0.64** 0.62** 0.83

Note(s): ** Correlation is significant at the 0.01 level (two-tailed). Italic diagonal elements are the square 
root of the AVE
Source(s): Authors

Table 4. Hypothesis test results

Hypotheses Structural relationships
Standardised 
loading

Standard 
error t-value Result

H1 Market orientation to digital marketing 
capabilities

0.34*** 0.093 4.254 Supported

H2 Market orientation to CRM capabilities 0.22** 0.050 2.716 Supported
H3 Digital marketing capabilities to SME 

performance
0.48*** 0.059 7.531 Supported

H4 CRM capabilities to SME performance 0.41*** 0.130 5.565 Supported

Note(s): **p < 0.01; ***p < 0.001
Source(s): Authors
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related to DMCs (H1; β = 0.34, p < 0.001) and CRM capabilities (H2; β = 0.22, p < 0.01). 
DMCs (H3; β = 0.48, p < 0.001) and CRM capabilities (H4; β = 0.41, p < 0.001) are positively 
related to SMEs’ performance. Out of the three control variables, only SME size (β = 0.13, p 
< 0.01) significantly impacts SME performance.

Although we did not hypothesise the mediating effect of marketing capabilities between MO 
and SME performance, we have evaluated the indirect effect of MO on SME performance using 
bias-corrected (BC) bootstrap confidence intervals (Preacher and Hayes, 2008). Results indicate 
that the direct effect of MO (β = 0.006, 95% BC CI = [−0.119, 0.127]) on SME performance is 
not significant. However, the indirect effect of MO (β = 0.263, 95% BC CI = [0.158, 0.370]) on 
SMEs performance is significant. Thus, we conclude that DMCs and CRM capabilities mediate 
the relationship between MO and SME performance.

Hierarchical regression
We complement the SEM analysis with hierarchical regression to easily control for SMEs’ 
age, size and industry type and assess the differences between nested models and evaluate the 
effect of DMCs beyond the influence of MO and CRM capabilities. We estimated four 
regression models, including the control variables, adding MO, adding CRM capabilities and 
adding DMCs. The variance inflation factors (VIFs) in the regression analysis are lower than 
2, suggesting that multicollinearity is not a concern for this study. Table 5 presents the 
findings of the hierarchical regression analysis. Model 1 (F = 5.279, p < 0.01) is significant 
and includes the control variables, explaining 6.7% of the variance in SME performance. 
SME’s age and size were significant predictors of performance in this first model. In Model 
2, MO is added and this model (F = 6.990, p < 0.001) is significant and explains 11.3% of the 
variance in SME performance. The change in R-square from Model 1 (4R2 = 0.045, 
p < 0.01) is significant and MO is a significant predictor of SME performance. However, the 
control variables estimates including SMEs age and size are not significant in Model 2. 
Model 3 (F = 34.581, p < 0.001) is significant and includes the addition of CRM capabilities. 
This model explains 44.2% of the variance in SME performance, and the change in R-square 
from Model 2 (4R2 = 0.329, p < 0.001) is significant. CRM capabilities is a significant 
predictor of SME performance. However, the positive relationship between MO and SME 
performance in Model 2 becomes insignificant in Model 3. Model 4 (F = 44.913, p < 0.001) is 

Table 5. Hierarchical regression analysis

Dependent variable: SME performance Model 1 Model 2 Model 3 Model 4

SME age 0.149* 0.134 0.107 0.075
SME size 0.160* 0.128 0.139* 0.088
SME industry type −0.025 −0.027 0.031 0.050
Market orientation - 0.218** 0.071 0.009
CRM capabilities - - 0.596*** 0.415***
DMCs - - - 0.403***
R2 0.067 0.113 0.442 0.554
4R2 from model 1 - 0.046 - -
4R2 from model 2 - - 0.329 -
4R2 from model 3 - - - 0.112
F 5.279** 6.990*** 34.581*** 44.913***
4F - 11.375** 128.649*** 54.299***

Note(s): *p < 0.05; **p < 0.01; ***p < 0.001
Source(s): Authors
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significant and includes the addition of DMCs. The model explains 55.4% of the variance in 
SME performance, and the change in R-square from Model 3 (4R2 = 0.112, p < 0.001) is 
significant. In Model 4, CRM capabilities and DMCs are the only significant predictors of 
SME performance.

Configurational analysis
Configurational analysis complements SEM and provides a better understanding of how 
resources and capabilities combine to achieve performance, confirming the specific 
conditions under which a variable may influence the outcome (Fiss, 2007). This approach 
provides better understanding of multiple between-construct relationships, accommodating 
causal complexity beyond linear or interaction models of causality (Misangyi et al., 2017). 
The fsQCA is particularly important to understand complementarities and substitutes of 
capabilities in configurations that answer previous research conflicting results, highlighting 
that marketing capabilities can function as complements or substitutes (Fiss, 2007; Homburg 
and Wielgos, 2022). We have used fsQCA 4.0 software to conduct the analysis, including 
three main steps (Greckhamer et al., 2018; Ragin, 2008). Firstly, fsQCA requires 
transforming data into fuzzy-set and calibrating measures into full membership, full non- 
membership and the cross-over point (Woodside, 2013). In this study, the cross-over point is 
set to the median, full membership is set to the 90th percentile and the full non-membership 
is set to the tenth percentile following the recommendations of Linton and Kask (2017).

Secondly, we construct the truth table by setting the frequency threshold as 15 retaining more 
than 80% of the cases, and > 0.8 for raw consistency (Greckhamer et al., 2018; Ragin, 2008). 
Table 6 provides all possible configurations of MO, DMCs and CRM capabilities that predict high 
performance. Thirdly, the construction of a truth table is followed by necessary and sufficient 
analysis and the reduction of truth table rows into simplified solutions (Linton and Kask, 2017). 
For the necessary analysis, none of the conditions achieved both consistency and coverage greater 
than 0.9 (Ragin, 2008). For the sufficient analysis, the results (Table 7) highlight that three 
configurations of MO, DMC and CRM capabilities explain SME performance and one 
combination for the absence of SME performance achieving consistency > 0.8 and coverage > 0.2 
(Greckhamer et al., 2018; Ragin, 2008). Table 7 shows that the combinations of the absence of 
MO and the presence of CRM capabilities denoted ∼MO*CRM, the combination of the absence 
of MO and the presence of DMCs denoted ∼MO*DMCs and the combination of the presence of 
CRM and DMC capabilities denoted CRM*DMCs generate high level of SME performance. On 
the other hand, the configuration denoted ∼CRM*∼DMC explains that the absence of CRM and 
DMC capabilities generates low level of SME performance.

Table 6. Truth table for the configurations to predict higher performance

MO DMCs CRM No. SMEP Consistency

1 1 1 38 1 0.939
0 1 1 25 1 0.893
0 0 1 15 1 0.812
0 1 0 15 1 0.811

Note(s): MO: market orientation; DMCs: digital marketing capabilities; CRM: customer relationship 
management capabilities; SMEP: SME performance
Source(s): Authors
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Table 7. Sufficient configurations of MO and marketing capabilities to predict higher and lower 
performance

Configurations Raw coverage Unique coverage Consistency

Configurations for high level of SMEP - - -
∼MO*CRM 0.407 0.054 0.807
∼MO*DMCs 0.433 0.079 0.814
CRM*DMCs 0.634 0.280 0.903
Solution coverage: 0.768 - - -
Solution consistency: 0.810 - - -
Configurations for low level of SMEP - - -
∼CRM*∼DMCs 0.671 0.671 0.856
Solution coverage: 0.671 - - -
Solution consistency: 0.856 - - -

Note(s): MO: market orientation; DMCs: digital marketing capabilities; CRM: customer relationship 
management capabilities; SMEP: SME performance
Source(s): Authors

Discussion
This research achieved three objectives. Firstly, the findings provide new insights into the 
role of MO as a facilitator of the development of DMCs and CRM capabilities in SMEs. 
The results indicate positive and significant relationships between MO and DMCs and CRM 
capabilities. While previous studies suggest conflicting results about the MO-performance 
relationship, our findings suggest that the presence of MO in SMEs is not sufficient to 
improve SME performance (Bodlaj and Čater, 2022). These firms deploy customers, 
competitors and suppliers’ knowledge to develop DMCs and CRM capabilities, which in 
turn contribute significantly to SME performance. The hierarchical regression, the mediation 
and the fsQCA confirm this view. Therefore, this study enhances our understanding of the 
SMEs’ strategic orientation and its contribution to performance by improving DMCs and 
CRM capabilities (Quinton et al., 2017). The intelligence generation, dissemination and 
responsiveness should be leveraged by SMEs marketing capabilities, and in particular, by 
DMCs and CRM capabilities to achieve higher performance.

Secondly, this study provides empirical evidence on the impact of DMCs on SME 
performance beyond the presence of other marketing capabilities. Studies that examine the 
contribution of DMCs on performance are scarce and limited to large firms or exporting 
SMEs (Homburg and Wielgos, 2022; Ranjan, 2023; Wang, 2020). The result confirms that 
DMCs explain a significant variance in SME performance beyond the influence of CRM 
capabilities. This is critical for SMEs that have limited resources, preventing the 
development of newer capabilities without relevant evidence of their impact on growth and 
return on investment (Harrigan et al., 2012; Joensuu-Salo et al., 2022). Our study highlights 
that SMEs’ developing DMCs, including social media, mobile, content, search engine 
optimisation, email, web analytics and marketing automation, have the potential to achieve 
higher performance (Homburg and Wielgos, 2022; Taiminen and Karjaluoto, 2015). SMEs’ 
may use social media to effectively engage and interact with their customers (Ma et al., 
2025). On the other hand, the use of search engine optimisation enhances the SMEs’ online 
visibility and reach predicting higher performance. Lastly, SMEs may use emails and 
automation to better serve their customers, improving marketing processes, reducing the cost 
of marketing activities and enhancing customer retention and loyalty (Harrigan et al., 2012).
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Thirdly, the result of the fsQCA complements the findings of SEM and hierarchical 
regression analysis and suggests that the presence of DMCs or CRM capabilities separately 
or in combination contributes to SME performance. This finding highlights the benefit from 
the complementarity of capabilities and informs SMEs to develop and integrate DMCs into 
their capability’s portfolio for higher performance. In addition, the analysis of configurations 
for low performing SMEs confirms that the absence of the two capabilities as a configuration 
predicts lower performance. Thus, SMEs need to consider the complementarity benefits of 
DMCs and CRM capabilities in better reaching and engaging the target audiences, creating 
and capturing value and achieving higher performance.

Theoretical contributions
By investigating the drivers and outcomes of DMCs, this study contributes to the marketing and 
entrepreneurship literature in the context of SMEs. Firstly, the result shows that MO has a 
positive and significant effect on DMCs, highlighting the importance of market-based assets in 
the development of these marketing capabilities (Day, 1994; Moorman and Day, 2016). 
However, the direct relationship between MO and SME performance was not significant, 
challenging the premise of the RBV and previous studies that found a direct relationship 
between MO and performance. MO has influenced SME performance indirectly through its 
impact on DMCs and CRM capabilities. This finding is confirmed by our mediation and 
hierarchical regression analysis. Digital marketing and CRM processes leverage the generation 
and dissemination of intelligence in market-oriented SMEs to perform fast experimentation and 
reconfiguration using emerging technologies such as automation, social media and mobile 
marketing (Day, 2011; Homburg and Wielgos, 2022; Ma et al., 2025). This finding highlights 
the critical role of market knowledge in the deployment of DMCs and CRM capabilities, 
reaching customers through their preferred digital channels and touchpoint configurations (Day, 
2011; Harrigan et al., 2012). Therefore, SMEs need to develop adaptive and dynamic marketing 
capabilities such as DMCs and CRM enabling anticipation and faster understanding of changes 
in consumer behaviours (Bodlaj and Čater, 2022; Day, 2011). These capabilities contribute to 
SME performance and serve as an underlying mechanism transforming the generation and 
dissemination of intelligence into performance.

Secondly, our research sheds new light on the value of DMCs on SME performance 
beyond the presence of CRM capabilities. The result of hierarchical regression indicates a 
positive and significant relationship between DMCs and SME performance, and this 
contribution is valuable beyond the presence of CRM capabilities. This finding is particularly 
important for SMEs given resource limitations for the development of new capabilities 
(Harrigan et al., 2012). DMCs are highly scalable requiring less deployment cost and 
enabling the achievement of higher SME returns (Homburg and Wielgos, 2022; Ma et al., 
2025). These DMCs enable the SMEs to act ahead of rivals by using deep analytics and 
evaluating more effectively the performance of marketing activities (Wang, 2020; Homburg 
and Wielgos, 2022). Our result extends previous literature on the orientation and function of 
marketing capabilities (Day, 1994; Day, 2011). The findings suggest that SMEs are required 
to balance between capabilities that maintain efficiency and the new capabilities such as 
DMCs for anticipation and fast experimentation, thus enabling a rapid reconfiguration of 
processes as needed to achieve higher performance.

Lastly, the study offers new theoretical insights into the complementarity of capabilities 
and how several configurations of capabilities contribute to SME performance. The finding 
indicates that DMCs and CRM capabilities in the absence of MO not only relate to SME 
performance, but also the configuration that includes these two capabilities predicts higher 
SME performance. This result confirms previous research highlighting that the 
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complementarity of capabilities generates economic rent and competitive advantage (Day, 
1994; O'Cass and Ngo, 2011; Teece et al., 1997). However, the absence of MO in the 
configurations of capabilities that drive higher performance contradicts previous studies that 
found a positive contribution to the interaction between MO and marketing capabilities 
(Cacciolatti and Lee, 2016; Morgan et al., 2009b). This result explains that not all firms are 
able to implement MO and transform market-based knowledge into performance (Day, 1994; 
Day, 2011).

Managerial implications
The study presents several implications for SME managers. Firstly, these managers must 
understand the critical role of knowledge generation, dissemination and responsiveness in 
the creation of DMCs. Various digital marketing processes such as search engine 
optimisation, social media and email marketing leverage market-based knowledge to reach, 
engage and create value to target segments through their preferred channels and at optimal 
times. SMEs that possess extensive knowledge of their market and customers current and 
latent needs are more capable of providing better services using digital and social media 
marketing capabilities (Ma et al., 2025; Wang, 2020). SMEs that have extensive knowledge 
about their customer behaviours and market characteristics are more proficient to effectively 
develop digital content that caters to their needs and wants. These SMEs can use the 
flexibility of emails and social media marketing to deliver the type, format and style of 
messages and media that engage their customers in a long-term relationship, contributing to 
performance (Ma et al., 2025).

Secondly, the finding of the study informs SME managers that DMCs contribute to 
performance beyond the presence of CRM capabilities. This is important for SMEs that rely 
on relationships and lack the resources and skills to develop new capabilities. The result 
explains that DMCs enhance SME performance substantially without the deployment of 
higher cost in comparison to other types of capabilities (Homburg and Wielgos, 2022). SMEs 
may use search engines and social media marketing to reach and engage their customers in a 
profitable relationship. Website analytics can provide valuable insights into customer visit 
behaviours and interests, and the data may be used by CRM programmes to develop creative 
content and send personalised and targeted emails that link customers to their preferred 
products or services.

Thirdly, the result suggests that successful configurations of DMCs and CRM capabilities 
contribute to higher SME performance. This finding explains that SME managers may 
benefit from the attributes of these two capabilities to understand their target customer 
behaviours better and deploy social media or email marketing to provide them value and 
better services (Ma et al., 2025). Managers of SMEs that combine DMCs and CRM 
capabilities may customise digital marketing content and use automation to satisfy their 
customers and improve customer relationship performance. For example, SMEs can manage 
customer relationships though social media platforms by solving in real-time customer 
concerns and problems (Luo et al., 2024). On the other hand, search engine optimisation can 
attract new customers and website analytics improve SME’s prediction of customer 
preferences (Wu et al., 2024). The configurations of content, email and automation can 
support SMEs to communicate effectively and timely with their target segments.

Limitations and future research
This study presents several limitations and opportunities for future research. Although we 
have used several procedures to reduce the impact of common method bias, future studies 
may collect secondary data to mitigate or complement the use of data from a single source. 
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Secondly, the cross-sectional design limits our ability to understand the development of 
capabilities over a period of time. Future research may collect data using longitudinal design 
to better understand the development of DMCs and the contribution to SME performance. 
Also, firms with higher levels of DMCs and CRM capabilities may become more market- 
oriented, and cross-sectional data limits our ability to make causal inferences and validate the 
directions of relationships between the variables under study. Thus, longitudinal data can provide 
a better understanding of the inverse relationships between MO, DMCs and CRM capabilities. 
Thirdly, this study did not investigate the relationships between DMCs and CRM capabilities 
under different levels of environmental turbulence. Therefore, future research may evaluate the 
influences of market or technological intensity on the contributions of these capabilities to SME 
performance. Fourthly, we focus in this study on MO as a driver of marketing capabilities. 
Future studies may examine other market-based assets such as entrepreneurial orientation as an 
enabler of DMCs. Lastly, the result of our study is based on a sample of SMEs from a specific 
country and region, which may not represent the characteristics of SMEs in other countries. 
Therefore, future research may test the model in different countries and institutional settings.
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Appendix

Table A1. Measurement scales used in the study

Construct Items Source

Market orientation O'Cass and Ngo (2011)
Intelligence 
generation

IG1 – We generate information about our 
customers (e.g. feedback on delivered products 
and/or services, needs, product/service 
preferences)
IG2 – We generate information about our 
competitors (e.g. competitive products and/or 
services, pricing, promotion campaigns, 
strategic moves)
IG3 – We generate information about our 
suppliers (e.g. manufacturing process, industry 
practices, clientele)

Intelligence 
dissemination

ID1 – We disseminate information about 
customers (e.g. feedback on delivered products 
and/or services, needs, product/service 
preferences) throughout the business via a range 
of communication tools (e.g. circulated 
documents, cross-functional meetings)

-

ID2 – We disseminate information about 
competitors (e.g. competitive products and/or 
services, pricing, promotion campaigns, 
strategic moves, etc.) throughout the business 
via a range of communication tools (e.g. 
circulated documents, cross-functional 
meetings)
ID3 – We disseminate information about 
suppliers (e.g. manufacturing process, industry 
practices, clientele, etc.) throughout the business 
via a range of communication tools (e.g. 
circulated documents, cross-functional 
meetings)

Responsiveness RESP1 – We respond to information about 
customers that it generated and/or disseminated

-

RESP2 – We respond to information about 
competitors that it generated and/or 
disseminated
RESP3 – We respond to information about 
suppliers that it generated and/or disseminated

Digital marketing 
capabilities

DMC1 – Social media marketing Homburg and Wielgos 
(2022)DMC2 – Mobile marketing

DMC3 – Content marketing
DMC4 – Search engine marketing
DMC5 – Web analytics
DMC6 – Marketing automation
DMC7 – Email marketing
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Table A1. Continued 

Construct Items Source

Customer relationship 
management 
capabilities

CRM1 – Routinely establish a “dialogue” with 
target customers

Orr et al. (2011)

CRM2 – Get target customers to try our 
products/services on a consistent basis
CRM3 – Focus on meeting customers’ long term 
needs to ensure repeat business
CRM4 – Systematically maintain loyalty among 
attractive customers
CRM5 – Routinely enhance the quality of 
relationships with attractive customers

SMEs performance SMEP1 – Market share growth relative to 
competition

Morgan et al. (2009b)

SMEP2 – Acquiring new customers
SMEP3 – Increasing sales to current customers
SMEP4 – Growth in sales revenue
SMEP5 – Business profitability
SMEP6 – Return on investment (ROI)
SMEP7 – Return on sales (ROS)
SMEP8 – Reaching financial goals

Source(s): Authors
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