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ABSTRACT

This study aims to examine the relationship between the components of market orientation, i.e., customer orientation, competitor orientation,
inter-functional coordination, architectural marketing capabilities and business performance. Researchers have been trying to find a solution
for the gap that exists between market orientation and business performance. The respondents of this study were the owners or heads of
358 SMEs located in Central Java, Indonesia. This study used structural equation modeling (SEM) for data analysis. The results showed that
customer orientation (CSO), competitor orientation (CO), and inter-functional coordination (IC) have a significant effect on architectural marketing
capabilities (AMC) and business performance (BP), and that AMC also has a significant effect on business performance. Furthermore, architectural
marketing capabilities can mediate the relationship between customer orientation, competitor orientation, inter-functional coordination and
business performance.

KEYWORDS | Customer orientation, competitor orientation, inter-functional coordination, architectural marketing capabilities, business
performance

RESUMO

Este estudo tem como objetivo examinar a relagdo entre os componentes da orientagcdo para o mercado — orientagd@o para o cliente, orientagéo para
a concorréncia, coordenagdo interfuncional e capacidades de arquitetura de marketing — e o desempenho da empresa. Pesquisadores vém tentando
encontrar uma solugdo para a lacuna existente entre a orientagdo para o mercado e o desempenho da empresa. Os sujeitos deste estudo foram
358 proprietdrios ou gestores de pequenas e médias empresas (PMEs) em Java Central, na Indonésia. A pesquisa utilizou Modelagem de Equagbes
Estruturais (SEM) para analisar os dados. Os resultados mostraram que a Orientagdo para o Cliente (OCL), a Orientagdo para Concorréncia (0C) e
a Coordenagao Interfuncional (Cl) tiveram uma influéncia significativa nas Capacidades de Arquitetura de Marketing (CAM) e no Desempenho da
Empresa (DE), e que as CAM também tiveram uma influéncia significativa no desempenho da empresa. Além disso, as CAM podem mediar a relagdo
entre a orientagdo para o cliente, a orientagdo para a concorréncia, a coordenagao interfuncional e o desempenho da empresa.

PALAVRAS-CHAVE | Orientagdo para o cliente, orientagdo para a concorréncia, coordenagdo interfuncional, capacidades de arquitetura de
marketing, desempenho da empresa.

RESUMEN

Este estudiotiene como objetivo determinar el efecto de los componentes de orientacion del mercado, asaber, la orientacién al cliente, la orientacion
a la competencia, la coordinacion entre funciones y recursos de marketing arquitecténico en el rendimiento del negocio. Los investigadores estdn
tratando de encontrar una solucién para la brecha que existe entre la orientacion al mercado y el desempefio comercial. Los encuestados de este
estudio fueron 358 propietarios o lideres de pymes en Java Central, Indonesia. Esta investigacion utilizé el modelado de ecuaciones estructurales
(SEM) como andlisis de datos. Los resultados mostraron que la orientacion al cliente (CS0O), la orientacién a la competencia (CO) y la coordinacion
interfuncional (IC) tuvieron una influencia significativa en la capacidad de marketing arquitectonico (AMC) y en el desempeiio comercial (BP).
Asimismo, la AMC tuvo una influencia significativa en el desempefio comercial. Ademds, las capacidades de marketing arquitecténico pueden
mediar la relacién entre la orientacion al cliente, la orientacion a la competencia, la coordinacion interfuncional y el rendimiento empresarial.

PALABRAS CLAVE | Orientacién al cliente, orientacién a la competencia, coordinacion funcional, habilidades de marketing arquitectonico,
desempefio comercial.
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INTRODUCTION

Research has already been conducted into the relationship between market orientation and business performance.
Market orientation was initially introduced as a component affecting business performance (Dubihlela & Sandada,
2014; Kaswuri, 2017). The study of the relationship between market orientation components (customer orientation,
competitor orientation, and inter-functional coordination) and business performance is expected to provide
comprehensive results in the field of management. The results of previous studies show that market orientation
is the key to success for delivering business performance (Udriyah, Tham, & Azam, 2019). While some studies
explain that market orientation has a contribution to play in improving business performance (Herman, Hady, &
Arafah, 2018; Hwang & Chung, 2018; Mamun, Mohiuddin, Fazal, & Ahmad, 2018), other studies show different
results ; that there is no relationship between market orientation and business performance (Gholami & Birjandi,
2016; ldrus, Ahmar, & Abdussakir, 2018). Market orientation is also unable to improve financial performance (Ho,
Nguyen, Adhikari, Miles, & Bonney, 2018), and companies that are always proactive in market orientation have
been unable to deliver superior business performance (Kharabsheh, Jarrar, & Simenonva, 2014).

Customer orientation, competitor orientation, and inter-functional coordination are components of market
orientation, which is a set of organizational cultural behaviors (Slater & Narver, 1990). Customer orientation as
a behavior of the organizational culture is expected to be able to understand customer needs and demands.
Competitor orientation is expected to understand competitors’ strengths, weaknesses, and strategies, while
inter-functional coordination is expected to build harmonious relationships between functions in order to seize
market opportunities. It is expected that the ability to understand market orientation components will facilitate
the planning and implementation of marketing.

The development of architectural marketing capabilities is a process that includes planning and implementing
marketing strategies (Morgan, 2012). Marketing needs to be planned in order to set market targets and develop
effective marketing strategies, while implementation of a marketing process is needed to facilitate the allocation
of marketing resources, interpret marketing strategies appropriately and effectively introduce marketing programs
(Vorhies & Morgan, 2005). Little research has been conducted into the effect of market orientation on architectural
marketing capabilities. Sometimes market orientation and architectural marketing capabilities are treated
as independent variables that affect company performance (Morgan, Slotegraaf, & Vorhies, 2009). Likewise,
understanding the relationship between business performance and market orientation will be more complete if
the objectives are understood, so the role of the mediator will determine the strength of the relationship (Han,
Kim, Han, Kim, & Srivastava, 1998).

Differences in the above research findings may be the result of inappropriate measurements, the improper
placement of mediators, or because of the various data collection or analysis techniques used. Because of this
research gap, there are still opportunities for further research, and this study aims to fill the gap between the
components of market orientation and business performance. It will do so by employing architectural marketing
capabilities as a mediator variable. A detailed understanding of the relationship between architectural marketing
capabilities, market orientation components, and business performance is still needed to increase the wealth of
science being developed, especially in the field of marketing management.
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THEORETICAL BACKGROUND

The conceptual development of architectural marketing capabilities

The resource-based view (RBV) states that capabilities are a resource that, if properly managed, will be an advantage
in the company (Barney, 1991). Capabilities are a company’s ability to exploit the resources it has (Javidan, 1998).
Capabilities can be developed if individuals and groups are able to explore their knowledge and skills to support
the achievement of company goals (Morgan, 2012).

Architectural capabilities refer to the process of selecting, integrating and managing special abilities and
sharing resources between functions in an organization (Galunic & Rodan, 1998; Henderson & Clark, 1990).
Architectural marketing includes the process of setting marketing objectives, formulating marketing strategies
(Slotegraaf & Dickson, 2004; Vorhies & Morgan, 2003) and implementing marketing strategy decisions supported
by company resources (Capron & Hulland, 1999; Vorhies & Morgan, 2005).

Marketing capabilities are the integrative process that is designed to apply knowledge, skills and company
resources for meeting the needs of target markets (Day, 1994; Hamdani, Susanto, & Maulani, 2018). In this
study, architectural marketing capabilities are the ability to manage resources for planning and implementing
marketing plans in order to reach target markets, as measured by the indicators of the skills employed in market
planning, developing creative marketing strategies, accuracy in choosing target markets, allocating marketing
resources effectively, interpreting marketing strategies and turning them into action, and appropriately running
marketing strategies.

Market orientation

According to Slater and Narver (1990), the study of the components of market orientation, which include
customers, competitor orientation, and inter-functional coordination, is part of the market-oriented
organizational. Customer orientation should be able to understand target buyers sufficiently over time in
order to create customer value. Competitor orientation should obtain information on both key and potential
competitors and understand the strengths and weaknesses of short-term and long-term competitors. Inter-
functional coordination is useful for coordinating resources to create superior value for the target market.
Studies of market orientation in the context of marketing recognize the role of corporate culture in influencing
market orientation. They also introduce other sides that are useful for theory testing, benchmarking and
tracking (Kohli & Jaworski, 1993). Market orientation involves customers and competitors, recognizes the role
of organizational culture in supporting market orientation, and recognizes market orientation as the basis
for corporate strategy. Market-oriented companies can develop and disseminate specific and distinctive
marketing capabilities to differentiate themselves from competing companies. Market research, pricing,
product development, distribution channels, promotion, and market management are needed to strengthen
corporate marketing capabilities (Vorhies, Harker, & Rao, 1999). Market orientation can increase marketing
implementation capabilities, which in turn strengthen business performance that focuses on customers,
namely on attracting and retaining them.
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Business performance

According to Rahman et al. (2018), the method used for measuring business performance is multidimensional
vis-a-vis the desired subject. Some researchers use growth dimension as a proxy for business performance
(Cho & Pucik, 2005; Morgan et al., 2009). According to Stam, Arzlanian, and Elfring (2014), business performance
in small businesses can be explained in terms of three dimensions, namely growth performance, profitability,
and non-financial performance. Lee, Kim, Seo, and Hight (2015) define business performance as the company’s
achievements, including its financial and non-financial performance. Financial performance is measured by the
respondents’ perceptions with regard to achieving their net profit and sales goals, increasing net income and
sales and reaching the planed-for number of contracts. Non-financial performance is measured by indicators
of the respondents’ perceptions for improving their new product and service capabilities, and increasing
employee and customer satisfaction. Due to poor governance in SMEs, respondents' perceptions are used
as an approach to measure business performance. Business performance is the result of the organization’s
operational activities, which include internal and external results as measured by the ROA, sales growth, growth
in market share and growth in profit (Nuryakin, Didiek, & Budi, 2018). In this study, business performance is the
company’s ability to achieve its financial and marketing objectives, as measured by indicators of the growth
in sales results, the increase in the number of customers, expansion of the sales areas, profit growth, and
growth in business capital.

CONCEPTUAL FRAMEWORK AND RESEARCH HYPOTHESES

Customer orientation and architectural marketing capabilities

Customer orientation is the company’s ability to observe and evaluate trends in its customers’ needs, which
encourages the company to innovate in terms of its products and services in order to satisfy these customers
(Micheels & Gow, 2008; Sadikoglu & Zehir, 2010). Knowledge of the market is very useful for guiding the planning
of marketing that is in harmony with environmental changes (Moorman & Slotegraaf, 1999). A company's
resources will be used to develop a marketing strategy (Davcik & Sharma, 2016), which include knowledge,
financial capacity, human resources, networking, information and development (Hamdani et al., 2018). Other
studies show that marketing resources in the form of knowledge, information and human resources can be
used as a basis for developing marketing strategies (Foumani & Chirani, 2012). Companies that understand
their customers’ needs, create added value, and provide after-sales services, will be better equipped for
re-arranging their marketing resources. Therefore, the ability of marketing resources to understand customers
thoroughly enables companies to improve their ability to plan and implement their marketing initiatives.

H1: There is a positive and significant relationship between CSO and AMC

Competitor orientation and architectural marketing capabilities

A competitor orientation enables organizations to determine, evaluate and respond to competitors’ strengths

and weaknesses (Slater & Narver, 1990). Competitor-oriented companies track the actions of their competitors

4 © RAE | Sdo Paulo | 61(4) | 1-16 | e2019-0804 elSSN 2178-938X
BY



ARTICLES | DESIGNING ARCHITECTURAL MARKETING CAPABILITIES TO INCREASE THE PERFORMANCE OF SMALL AND MEDIUM-SIZED ENTERPRISES

Mulyana Mulyana | Zainuddin Zakaria | Rosman Mahmood

and emulate their products by making additional innovations to their own products and services (Lukas & Ferrell,
2000). A market-orientation culture will affect a company’s marketing capabilities, especially the planning and
implementation of its marketing mix (0’Cass, Ngo, & Siahtiri, 2012). Architectural marketing capabilities can
be developed through comprehensive marketing planning based on environmental analysis and competitor
information (Hamdani et al., 2018). Companies that understand their competitors’ strengths and weaknesses and
track their actions and strategies early will be better prepared to design their own marketing activities. Therefore,
a company’s ability to understand its competitors’ strengths and weaknesses and to track their strategies enables
it to improve its own ability to plan and implement its marketing initiatives.

H2: There is a positive and significant relationship between CO and AMC

Inter-functional coordination and architectural marketing capabilities

Inter-functional coordination shows the level of involvement of all the internal functions of the organization for
sharing information and building harmonious relationships to reach its target market (Dyer, 2000; Mohsen, 2013).
Inter-functional coordination is needed for sharing information in order to find ideas that are creative (Wang & Miao,
2015). By utilizing marketing resources that are based on capabilities and knowledge and that focus primarily on
decisions and marketing implementation strategies, architectural marketing capabilities form the basis of the
model used for developing results-oriented marketing (Hamdani et al., 2018). Marketing capabilities also include
collective skills, the accumulation of knowledge, and the ability to coordinate marketing activities and develop
them so they become company assets. The ability to plan marketing is related to the ability to develop appropriate
marketing strategies, which is achieved by aligning resources to match market conditions, thus making it easier to
reach company goals (Mokwa, McKee, Varadarajan, & Conant, 1992). Companies that achieve harmonious inter-
functional coordination will facilitate the sharing of information and resources for seizing market opportunities.
Harmonious inter-functional coordination, therefore, enables companies to improve their ability to plan and to
implement their marketing initiatives.

H3: There is a positive and significant relationship between IC and AMC

Customer orientation and business performance

According to Slater & Narver (1990), customer orientation, competitor orientation and inter-functional coordination
as the components of market orientation can be used to create superior value for the company. The purpose
of market orientation is to provide customers with added value based on their input and analysis of the
competitors (Avlonitis & Giannopoulos, 2012). Customer orientation, in particular, plays a large role in supporting
improvements in business performance (Asomaning & Abdulai, 2015; Feng, Wang, Lawton, & Luo, 2019; Neneh,
2018; Ogbonna & Ogwo, 2013; Suliyanto & Rahab, 2012) and financial performance (Taofik, Halim, & Ibrahim,
2018). The ability to understand customers’ needs and demands and create the best value for customers will
better equip the company for dealing with environmental changes. Therefore, the company’s ability to meet

customer expectations has the potential for increasing sales and profits, and customer and capital growth.

Hg4: There is a positive and significant relationship between CSO and BP
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Competitor orientation and business performance

Market information is used by companies as a guide for planning marketing to suit environmental changes (Day,
1994). A company’s performance is strongly influenced by its competitor orientation; the company’s ability to
understand competitors’ strengths and weaknesses, and their strategies and tactics (Chin, Lo, & Ramayah, 2013;
Suliyanto & Rahab, 2012; Wang, Chen, & Chen, 2012). The speed of responding to competitors' actions and
offering new and better products has the potential to increase sales and profits, so that competitor orientation
can be a determinant of financial performance. (Taofik et al., 2018). Companies that understand their competitors’
strengths and weaknesses and know their strategies and actions will be able to respond quickly. Therefore, speed
in understanding and responding to competitors’ strategies enables companies to formulate new policies in a

better way and potentially improve their business performance.

Hs: There is a positive and significant relationship between CO and BP

Inter-functional coordination and business performance

According to Kanovska and Tomaskova (2012), inter-functional coordination is a process by which all internal
functions are harmonized. Organizations that want to beat the competition, therefore, must be able to integrate
their functions in an optimal way. Inter-functional coordination is a component that can support organizational
survival (Ajay & Jaworski, 1990). This coordination component in an organization includes the level of involvement,
the quality of information and harmonious relationships across functions (Mohsen, 2013). Namusonge (2017)
showed that inter-functional coordination bears a strong relationship with business performance and can produce
new product leaders who will improve company performance. Harmonious inter-functional coordination makes
it easy for a company to share resources and information in order to seize those market opportunities that the
company has targeted. Therefore, inter-functional coordination that is used to reach the target market has the
potential to improve business performance.

H6: There is a positive and significant relationship between IC and BP

Architectural marketing capabilities and business performance

Empirically and theoretically, marketing capabilities can improve a firm’s performance (Morgan, 2012), while
the development of architectural marketing capabilities can directly improve a firm’s performance (Hamdani et
al., 2018; Seifi & Dalvi, 2014). Architectural marketing capabilities are needed for identifying the strength of the
available resources so that the company can formulate a strategic plan forimplementing appropriate marketing
initiatives that will have an impact on improving the firm’s performance and lead to sustainable growth (Hamdani
etal., 2018). Likewise, architectural organizational capabilities can determine the success of a company (Chikwe,
Biriowu, & Harcourt, 2018). Architectural marketing capabilities are also needed to identify the strength of a
company’s resources so that it can prepare its marketing plans and implement them appropriately. The ability to
explore the potential of a company’s marketing resources will provide support when it is designing its marketing
initiatives. Hence, the set of skills that are arranged to take advantage of a company’s marketing capabilities will
have the potential to improve business performance.

H7: There is a positive and significant relationship between AMC and BP
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The concept of developing a model for testing hypotheses is shown in Figure 1.

Figure 1. Conceptual framework
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RESEARCH METHOD

Data collection and the sample

This research was conducted with small and medium-sized enterprises located in Central Java, Indonesia. The data
were taken from questionnaires and interviews to ensure the accuracy of the respondents’ answers. Questionnaires
were distributed to 483 respondents in 12 cities/districts in Central Java Province. Central Java was selected as
the sample because it makes a significant contribution to economic development in Indonesia. After selection
and validation, 358 respondents met the research requirements. The sample comprises 67.3% women and 32.7%
men aged between 20 and 65 years old, who have business experience that ranges between 4 and 41 years. Of
the business sectors involved, 45.5% are in fashion, 22.4% in shoes, 19.6% in bags, and 12.5% in accessories.
To test the potential effects of the common method, Harman’s single factor test was carried out using an SPSS
program. The test results show that the single factor can explain 33.4% of the total variance and is below the
cut-off value of 50% (Podsakoff, MacKenzie, & Podsakoff, 2012). Therefore, this value meets the requirements

specified in the common method bias test.

Measurements

This study used primary data that were collected by researchers by way of a survey. The questionnaire was
designed to measure the respondents’ answers to all constructs using a rating scale of 1 - 10 (Hair, 2010). The
score level allows respondents to choose from the lowest score (1) to the highest score (10). All constructs
were measured using a score of 1 for “Strongly disagree” and 10 for “Strongly agree”. The scale is used to
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measure research variables which include architectural marketing capabilities, customer orientation, competitor
orientation, inter-functional coordination, and business performance. Measurement of the constructs in this study
was taken from available literature, with some modifications being made to fit the research context. Customer
orientation is adapted from Asikhia (2014) and Suleiman and Agti (2011), who measured using the indicators
of consumer satisfaction, understanding consumer needs, creating value-added products for consumers, and
providing after-sales service. Competitor orientation, which was adapted from Asikhia (2014) and Suleiman
and Agti (2011), is measured using indicators of responding quickly to competitors’ actions, creating superior
products, responding quickly to changes in competitor prices, and monitoring competitors’ marketing efforts.
Inter-functional coordination is adapted from Asikhia (2014) and Suleiman and Agti (2011), who measured using
indicators of teamwork serving customers, sharing information, cooperation for responding to competitors’
actions, cooperation for formulating strategy, and cooperation for creating superior products. Architectural
marketing capabilities are adapted from Trez and Luce (2012) and Vorhies and Morgan, (2005), who measured
using indicators of skills in market planning, developing creative marketing strategies, accuracy in choosing
target markets, allocating marketing resources effectively, turning marketing strategies into actions, and
pursuing a marketing strategy appropriately. Business performance is adapted from the view of Morgan (2012)
and Nuryakin et al. (2018), who measured by way of five indicators; sales growth, customer growth, sales area
expansion, increased profits, and growth in business capital.

Data analysis and measurement models

The structural equation modelling (SEM) approach will be used to process the collected data and facilitate the
testing of the hypotheses. The purpose of this study is to examine the relationship between customer orientation,
competitor orientation, inter-functional coordination, architectural marketing capabilities and business performance.
The goodness-of-fit index was used for evaluating the suitability of the recommended SEM model, including:
Chi-square statistics; normal fit index (NFI); comparative fit index (CFI); Tucker-Lewis Index (TLI); and root mean
square error of approximation (RMSEA).

Table 1. Confirmatory factor analysis results for the measurement models

Variable and Indicator Loading factor

Customers Orientation

Our business strategy is directed towards achieving customer satisfaction .696
We strive to gain a competitive advantage based on understanding customer needs 721
We develop strategies to create value-added products for customers 722
We attach great importance to after-sales service .705

Competitors Orientation

We respond quickly to competitors' actions that threaten the company's development. .690
We create products that are better than competitors' products .752
We respond quickly to changes in prices of major competitors in the business 677
We regularly monitor the marketing efforts of major competitors .703

Continue
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Table 1. Confirmatory factor analysis results for the measurement models Concludes

Variable and Indicator Loading factor

Inter-functional coordination

We and employees work together in teams to serve customers .684
We and employees share information about competitors' strengths and weaknesses .799
We and employees work together to respond to competitors' actions quickly 724
We and employees work together to formulate a strategy to deal with competitors .676
All employees work together to create superior products according to customer desires .680

Architectural Marketing Capability

Our skills in developing marketing planning continue to improve .753
Our ability to develop creative marketing strategies continues to increase .675
Our ability to segment and target markets continues to increase .657
Our ability to allocate effective marketing resources continues to increase .796
Our ability to interpret marketing strategies into actions continues to increase 744
Our ability to execute marketing strategies quickly continues to increase .736

Business Performance

The sales of our company have continued to increase over the past three years 764
The number of our customers has continued to increase over the past three years 741
Our company's sales territory has continued to increase over the past three years 716
The profits of our company have continued to increase over the past three years .675
The capital of our company has continued to increase over the past three years 741

Table 1 shows that all indicators are valid, which is proved by the loading factorvalue > 0.5 and p < 0.05. Table
2 shows that all indicators of the latent variables that were measured have internal consistency, meaning that all
constructs are reliable (Hair, 2010). Reliability values (CR) » 0.6; Variance Extracted (VE) » 0.5, are in accordance
with internal consistency standards for indicators that are being measured. The Customer orientation, Competitor
Orientation, Inter-functional Coordination, Architectural Marketing Capabilities, and Business Performance
variables have CR values » 0.7 and AVE » 0.5.

Table 2. Construct reliabilities, correlations, and AVE

N =358 1 2 3 4 5
Customer Orientation (CSO) .808

Competitor Orientation (CO) .438 .797

Inter-functional Coordination (IC) 546 .532 .871

Architectural Marketing Capability (AMC) .519 499 .500 .871

Business Performance (BP) .523 .513 .525 .552 .858
Average Variance Extracted (AVE) .679 797 871 .781 .770
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RESULT AND ANALYSIS

Testing the model using the SEM approach requires several criteria to be met, namely that the Goodness-of-Fit index
was in accordance with the criteria recommended by SEM. The Chi Square value = 271.016 and is not significant
at a: 0.05, AGFl: 0.928; GFl index: 0.942;TLI: 0.991; CFl: 0.992; NFI: 928. All values meet the recommended SEM
requirements, which is = 0.90. RMSEA value: 0.018 less than 0.08 and CMIN / DF 1.115 less than 2.00. Thus, the
results from testing the Goodness-of-Fit index are in accordance with the recommended SEM. Therefore, the model
fits, oris feasible for testing relationships between the constructs.

Table 3. Hypothesis testing

Relationship Specifications Std. B Unstd B SE C.R.

H1: CSO -» AMC .202 245 .094 2.611*
H2: CO -» AMC .293 311 .078 4.004*
H3: 1C-> AMC 265 .269 .069 3.893*
Hg4: CSO -> BP 1181 226 .095 2.385*
Hs: CO -> BP .203 .223 .081 2.738*
Hé6: 1C-> BP .202 212 .073 2.920*
H7: AMC -> BP .255 .263 .071 3.688*

Figure 1 and Table 3 shows that there is a significant relationship between CS0O and AMC (Std. B =.202, CR
=2,611, p<0.01), thus H1 is accepted. Furthermore, there is a significant relationship between CO and AMC (Std. B
=.293, CR=4,004, p <0.01), ICand AMC (Std. B =.265, CR= 3,893, p <0.01), hence H2 and H3 are accepted. There

is a significant relationship between CSO and BP (Std. B =.181, CR = 2,385, p <0.01), CO and BP (Std. B = .203,
CR=2,738, p ¢0.01), ICand BP (Std. B =.202, CR = 2.90, p < 0.01), thus Hg, Hs, H6 are accepted. There is also a
significant relationship between AMC and BP (Std. B =.255, CR=3.688, p <0.01), which means that H7 is accepted.

AMC as an intervening variable meets the criteria that IC, OC and CSO have a significant effect on BP, and
also IC, OC and CSO have a significant effect on AMC, so then IC, OC and CSO have a significant effect on BP by
controlling IC, OC and CSO (Baron & Kenny, 1986). The results of this study show that there is a significant and
decreasing influence of IC, OC, and CSO on BP when AMC is included, so there is partial mediation.

In order to test whether AMC becomes a mediating variable, this study used the Sobel test approach. From
the test results, this shows that AMC is a mediating variable between CSO and BP; the effect of CSO on AMC has
Unstd. B =.245, SE=0.094 and AMC on BP has Unstd. B =.263, SE = 0.071. The results of the Sobel test statistic

=2.131; p < 0.05, meaning that AMC acts as a mediating variable between CSO and BP. Test results also show that
AMC becomes a mediating variable between CO and BP. The effect of CO on AMC has Unstd. B =.311, SE=0.078
and AMC on BP has Unstd. B =.263, SE = 0.071. The Sobel test result statistic = 2.713; p < 0.05, so AMC acts as a
mediating variable between CO and BP. The test results show that AMC becomes a mediating variable between IC
and BP. The effect of IC on AMC has Unstd. B = .269, SE = 0.069 and AMC on BP has Unstd. B =.263, SE = 0.071.
The results of the Sobel test statistic = 2.685; p < 0.05, meaning that AMC acts as a mediating variable between
ICand BP.

10 © RAE | Sdo Paulo | 61(4) | 1-16 | e2019-0804 elSSN 2178-938X
BY



ARTICLES | DESIGNING ARCHITECTURAL MARKETING CAPABILITIES TO INCREASE THE PERFORMANCE OF SMALL AND MEDIUM-SIZED ENTERPRISES

Mulyana Mulyana | Zainuddin Zakaria | Rosman Mahmood

Figure 2. Full structural model
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DISCUSSION

Customer orientation has a significant relationship with architectural marketing capabilities. The ability to meet and
satisfy the needs of customers will facilitate marketing plan and marketing implementation programs. The results
of this study are in line with the findings that market information knowledge can guide companies so they make
marketing plans that are in harmony with environmental changes (Moorman & Slotegraaf, 1999). The success of
marketing products that are in accordance with customer expectations is determined by marketing strategies and
the ability to implement them (Day & Wensley, 1988). SMEs that understand their customers’ needs and desires
will find it easy to make plans and implement marketing programs for customer satisfaction.

Competitor orientation has a significant relationship with architectural marketing capabilities. The ability to
understand the strengths and weaknesses of competitors and their strategies will guide marketing planning and
marketing implementation strategies. The results of this study are in line with the findings that market orientation
can improve marketing capabilities by prioritizing marketing planning and marketing implementation programs
(O’Cass et al., 2012). The ability of SMEs to monitor the activities of competitors will make it easier for them to
plan and put into effect their marketing programs.

Inter-functional coordination has a significant relationship with architectural marketing capabilities. A
harmonious relationship between functions makes it easy to share resources, thus enabling companies to easily

plan and implement their marketing strategies. These results are in line with the findings that the involvement
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of all the internal functions of the organization, information sharing, and harmonious relationships between
functions, will enable companies to reach their target markets easily (Dyer, 2000; Mohsen, 2013; Song, Parry, &
Ferna, 2010). Good coordination between functions will increase the ability of SME leaders to plan and put into
effect their marketing programs.

Customer orientation has a significant relationship with business performance. Meeting the needs of
customers will spur companies on to innovate products that can provide value-added and the best service, thereby
increasing their sales figures. Increasing their sales figures has the potential to increase business performance.
Thisisin line with the results of research that show that customer orientation has a large role to play in supporting
improvements in business performance (Asomaning & Abdulai, 2015; Feng et al., 2019; Neneh, 2018). The ability
to understand customers will determine the success of SMEs.

Competitor orientation has a significant relationship with business performance. Competitor orientation
also facilitates marketing planning and implementation that are aligned with the changing needs of the target
market, thus potentially increasing business performance. This is supported by the finding that understanding
competitors’ strengths and weaknesses, knowing their strategies and actions, and being able to respond quickly
to their actions have an effect on business performance (Chin et al., 2013). SMEs that can properly monitor
competitors’ activities can respond quickly to them and this becomes a determinant of business performance.

Inter-functional coordination has a significant relationship with business performance. The ability to integrate
all the internal functions of an organization will make it easier to share resources in order to create value-added
for the target market. Companies that want to beat the competition and improve business performance must be
able to integrate all the internal functions of the company. This is in line with the finding that inter-functional
coordination has a strong relationship with business performance (Namusonge, 2017; Suliyanto & Rahab, 2012).
Good collaboration between functions in the organization will determine business performance.

Architectural marketing capabilities have a significant relationship with business performance. A company
needs to have an effective marketing planning and implementation strategy to meet its customers’ needs. Proper
marketing planning and implementation will have an impact on business performance and company growth. This
is supported by the finding that organizational capabilities’ architecture has an influence on company success
(Chikwe et al., 2018) and architectural marketing capabilities have a relationship with business performance
(Hamdani et al., 2018; Seifi & Dalvi, 2014). Architectural marketing capabilities have a large role to play as a
determinant of SME performance.

Architectural marketing capabilities have an important role to play in mediating the relationship between
the market orientation and business performance dimensions. Companies that understand their customers’
needs and how to satisfy them can respond quickly by creating products and services that meet their customers’
wishes. The company’s ability to understand customer needs and how to satisfy them will facilitate marketing
planning and implementation strategies, which will ultimately have an impact on business performance.
Likewise, companies that know their competitors’ strengths and weaknesses will be able to respond quickly to
competitors’ actions. Competitor orientation will facilitate marketing planning and implementation that suits the
needs of the target market and provides the company with the potential to improve its business performance.
The company’s ability to coordinate all the internal functions of the organization will make it easier to share
information and resources, and collaborate in formulating strategies for creating value-added for customers.
Harmonious inter-functional coordination will facilitate marketing planning and implementation strategies,
thus affecting business performance.
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CONCLUSION AND IMPLICATIONS

Improving the business performance of small and medium-sized enterprises requires the design of architectural marketing
capabilities. A market orientation culture in the form of behavior, such as customer orientation, competitor orientation,
and inter-functional coordination will be the foundation on which architectural marketing capabilities can be developed
that have the potential to improve business performance. Customer orientation is expected to be able to understand
the target market over time in order to create customer value. The company's ability to understand customers will make
it easier to meet customer needs and create value for customers. The increase in the number of customers will improve
business performance. Competitor orientation is expected to obtain information about the main competitors and the
potential competitors and to understand their strengths and weaknesses. Competitors can be understood by monitoring
their marketing efforts, creating products that are better than theirs, responding to changes in their prices and responding
quickly to their activities, which will lead to the realization of an effective and efficient architectural marketing that can
have an influence on improving business performance. Inter-functional coordination is needed to integrate all the internal
functions of the organization in order to facilitate coordination, and share information and resources to create value-added
forthe target market. Inter-functional coordination, which involves building teamwork, sharing information, collaborating
in the creation of products that are better than those of the competitors, and formulating joint strategies for dealing with
competitors, will lead to the realization of good architectural marketing for improving business performance.

In terms of managerial implications, SMEs that are trying to improve business performance should understand
customer needs, competitors’ strengths and weaknesses and good inter-functional coordination in order to design
appropriate marketing strategies. Leaders must understand market changes so as to create architectural marketing
designs that are appropriate to their target market. An architectural marketing capability is needed so that companies can
re-arrange their marketing resources and information systems. Thus, companies have the opportunity to design, formulate,
and implement marketing strategies appropriately. The results of this study are expected to contribute to the development
of knowledge, especially in the field of marketing information systems and architectural marketing.

LIMITATIONS AND FUTURE RESEARCH

Study of SMEs, which have limited resources, requires special attention. A market orientation culture must be
developed to design effective and efficient architectural marketing. The discussion of architectural marketing in this
research still focuses on marketing planning and marketing implementation. Therefore, future research can add
market information management as an architectural marketing component to be implemented in large companies.
Thus, a more comprehensive approach to architectural marketing will be obtained and this will contribute to the
development of the science of marketing management.
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