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ABSTRACT

Title of Dissertation CONTRIBUTION OF SOCIAL MEDIA
MARKETING CAPABILITY TO BUSINESS
PERFORMANCE OF THAI FIRMS

Author Penpattra Tarsakoo
Degree Doctor of Philosophy (Management)
Year 2019

Social media has become a part of people’s daily lives by allowing billions of
people from all around the world to create, communicate and exchange contents
virtually with each other. The use of social media has become a part of business
strategies for both large and small enterprises. From the marketing perspective, the
social media has become crucial because social media marketing provides a significant
opportunity for businesses as a tool to engage both existing and new customers at lower
cost as well as to promote and sell their products or services. However, many social
media marketing initiatives tend to be unsuccessful. Therefore, it is important to
understand how to develop social media marketing capability in order to enhance
business performance. Although there is growing interest in social media marketing,
research on the association between social media marketing capability of firms and
business performance is still lacking. In order to fill this research gap, this research aims
to provide empirical evidence of the social media marketing capability contribution to
the performance of Thai firms, to build a conceptual foundation of social media
marketing capability as well as provide the guidance for Thai firms to integrate social
media on marketing activities effectively so as to enhance firms’ competitiveness. This
study conceptualizes social media marketing capability as multidimensional constructs
based on Day (1994) perspective consisting of 1) outside-in capabilities (market-sensing
capability, customer-linking capability, and channel-bonding capability), 2) inside-out
capabilities (technology development capability and human resource development
capability), and 3) spanning capabilities (pricing capability, product development
capability, marketing communication capability, social media marketing planning
capability, and social media marketing implementation capability). Regarding firms’

performance associated with social media marketing capability, this study considers



three aspects of performance outcomes consisting of 1) customer relationship
performance, and 2) market expansion. These two aspects of performance outcomes
subsequently link to 3) financial performance. To explain the relationship between
social media marketing capability and performance outcomes, the Resource-based view
(RBV) is a theoretical foundation to explain that the heterogeneity of firms’ resources
and capabilities leads to heterogeneity in their performance. In the context of social
media marketing capability, firms that have stronger social media marketing capability
are able to utilize their social media marketing-related resources and implement social
media marketing activities more effectively, thus leading to superior performance. The
main hypotheses of this research are that the level of social media marketing capability
of firms would positively determine the level of customer relationship performance and
market expansion, which in turn, influences financial performance. Survey data were
collected from entrepreneurs who attended seminar and training courses organized by
the Ministry of Commerce. To ensure that the sample was valid, they were pre-screened
by being asked whether they use social media as a marketing tool. Of the 736
questionnaires distributed, 400 usable questionnaires. Partial Least Squares (PLS)
regression was used for data analysis. The results show that only spanning capability is
positively associated with both customer relationship performance and market
expansion. The positive effect of spanning capability on these two variables is also
statistically significant. On the other hand, outside-in and inside-out capabilities were
not associated with customer relationship performance and market expansion. However,
the results from PLS analysis shows that that both outside-in capability and inside-out
capability are positively associated with spanning capability, and the coefficient was
statistically significant. Thus it can be indicated that outside-in and inside-out
capabilities can enhance firms’ performance by playing supporting roles in facilitating
spanning capability, which is a critical aspect of capability that directly determines
firms’ performance. In this regard, these three aspects of firms’ social media marketing
capabilities need to be integrated to enhance firms’ performance. Therefore, business
owners and marketers should pay attention to various aspects of social media marketing
capabilities and develop themselves to utilize social media for marketing activities to

enhance business performance.
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CHAPTER 1

INTRODUCTION

1.1 Background of the Study

Social media has become a part of people’s daily lives. As social media is an
internet-based application building on the technological foundations of Web 2.0, it
allows billions of people from all around the world to create, communicate and
exchange contents virtually with each other through online platforms
(Charoensukmongkol, 2014; Kaplan & Haenlein, 2010). As people recognize the
importance of social media, it is attractive to users as a new tool for communication
(Charoensukmongkol, 2015; Kavoura, 2014). The use of social media is not limited to
personal social activities but also has become a part of business strategies for both
large and small enterprises (Tsimonis & Dimitriadis, 2014). According to
Constantinides (2014), social media platforms provide new opportunities for
businesses to improve their competitive positions through the new interactive ways,
and this has made social media widely adopted as a business tool in the 21% century
(Chikandiwa, Contogiannis, & Jembere, 2013). From the marketing perspective, the
role of the social media has become crucial because it is changing traditional way of
marketing that involves one-way direction of information flow (Park & Oh, 2012). On
the other hands, the emergence of social media has highlighted the role of online
contents in two-way or many-to-many ways of communication (Tsimonis &
Dimitriadis, 2014). In changing the marketing context, social media marketing,
defined as “a system which allows marketers to engage, collaborate, interact and
harness intelligence crowd sourcing for marketing purposes” (Chikandiwa et al.,
2013, p. 365), allows marketers to build brand awareness, to share knowledge and
information, to acquire and to retain customers, and to initiate low cost promotions as
well as to engage with customers through interactive means (Bolotaeva & Cata, 2011,

Kaplan & Haenlein, 2010). Furthermore, social media provides opportunities for



customers to participate in the spreading of information through social media
platforms (Ryan & Jones, 2009).

Regarding the function of social media, social media marketing provides a
significant opportunity for businesses, especially small businesses, as a tool to engage
both existing and new customers easily at lower cost (Braojos-Gomez, Benitez-
Amado, & Llorens-Montes, 2015; He, Wang, & Zha, 2014). At present, more and
more businesses use some forms of social media as their marketing tool to promote
and sell their products or services (Atanassova & Clark, 2015; Oztamura &
Karakadilar, 2014). As some firms, especially small firms, have limited financial
resources and employees, they cannot afford to use powerful marketing channels such
as mass media as large enterprises (He et al., 2014). Therefore, the development of
social media provides them an opportunity to compete in the market.

Although social media marketing provides new opportunities and benefits for
firms, many social media marketing initiatives implemented by small and medium
enterprises (SMEs) tend to be unsuccessful (Weber, 2009). Several studies have
examined the problems of SMEs in adopting social media marketing, such as a lack of
a well-defined strategy (Anghern, 1997; Webb & Sayer, 1998), problems in dealing
with the technology (Blackburn & Athayde, 2000), lack of understanding of the
opportunities provided by social media, and how social media can be utilized (Nakara,
Benmoussa, & Jaouen, 2012). Additionally, it is difficult for firms to control their
image since consumers can easily share their comments on a variety of social media
platforms especially when they are not satisfied with the products or services (Nakara,
Benmoussa, & Jaouen, 2012). Therefore, it is important to understand how to develop
social media marketing capability in order to enhance business performance.

While there is growing interest in social media marketing, most of the existing
studies focus on consumer attitudes and behaviors towards social media marketing
(Bruhn, Schoenmueller, & Schifer, 2012; Godey et al., 2016; Kim & Ko, 2012;
Stephen, 2016), social media adoption by business (Chan & Guillet, 2011;
Chikandiwa et al., 2013; Park & Oh, 2012; Tsimonis & Dimitriadis, 2014), and the
impact of social media marketing strategies on business performance (Guillet,
Kucukusta, & Liu, 2016; Oztamura & Karakadilar, 2014; Sasatanun &
Charoensukmongkol, 2016; Zhou, Zhang, & Zimmermann, 2013). There is a lack of



research on the association between social media marketing capability of firms and
business performance. In addition, although some of the studies that emphasize the
relationship between marketing capability and the firm’s performance, the focus of
existing studies is broad in the context of marketing in general (Fang, Chang, Ou, &
Chou, 2014; Morgan, Vorhies, & Mason, 2009; Nath, Nachiappan, & Ramanathan,
2010; O’Cass, Ngo, & Siahtiri, 2015; Shin & Aiken, 2012), as well as internet
marketing and e-marketing (Bianchi & Mathews, 2016; Mathews, Bianchi, Perks,
Healy, & Wickramasekera, 2016; Trainor, Rapp, Beitelspacher, & Schillewaert, 2011)
all of which do not focus specifically on social media marketing. Moreover, there
remains a gap in our understanding of the conceptualization of social media marketing
capability and its impact on performance. In this regard, more explanation and
understanding are needed in order to fill this gap.

1.2 Purpose of the Study

Given that many social media marketing initiatives are not very successful
(Weber, 2009), it is crucial to understand the role of firms’ capabilities that allow
them to utilize social media technology to build competitive advantage. This study
has several purposes. Firstly, this study aims to build a conceptual foundation of
social media marketing capability, which is an area that has not been clearly
developed in literature. Based on the extant marketing capability literature, this study
conceptualizes social media marketing capabilities based on Day (1994) perspective
including outside-in, inside-out and spanning capabilities which is comprehensive and
broader framework to capture marketing capability in the context of social media.

This paper defines social media marketing capability as a firm’s ability to use
social media platforms to support marketing functions facilitating interaction with
customers and ultimately generating value for them that leads to enhance business
performance. Additionally, this study investigates the contribution of social media
marketing capability on the firm performance. In particular, this study concentrates on
the social media marketing capability of firms in Thailand. Thai firms are chosen for
this research because social media have been widely adopted in various business

sectors (Leesa-Nguansuk, 2016).



Regarding the theoretical background, this research uses the resource-based
view (RBV) (Barney, 1991) as the theoretical foundation to support the role of social
media marketing capability on firms’ business performance. Based on the RBV
perspective, firms that are able to obtain or develop critical strategic resources can
deploy those resources to build capabilities which are important to outperform
competitors and to gain a sustainable competitive advantage (Barney, 1991; Day,
1994; Morgan et al., 2009). In the context of social media marketing, therefore, social
media marketing capability can be regarded as a critical capability to integrate social

media technology with marketing strategy to enhance firms’ performance.

1.3 Research Questions

This study attempts to explore whether firms that exhibit a high level of social
media marketing capability tend to achieve higher performance. Two aspects of firms’
performance that this research focus on are customer relationship performance and
market expansion, which subsequently link to financial performance. The author aims
to determine whether all three aspects of social media marketing capability consisting
of (1) outside-in capabilities, (2) inside-out capabilities and (3) spanning capabilities
will relate to these two performance variables. Further, this study aims to determine
whether these two aspects of performance are associated with financial performance.

1.4 Significance of the Study

This study provides academic contributions and practical contributions.
Firstly, this study aims to contribute to emerging literature in the area of social media
marketing by developing a conceptualization of social media marketing capability to
build a conceptual foundation for future research. Since previous studies have mainly
focused on social media marketing without considering the role of firms’ social media
marketing capability (Paniagua & Sapena, 2014; Smith, Blazovich, & Smith, 2015),
this study, provides the empirical evidence to fill this research gap. Secondly, this
research also provides practical contributions for businesses. Since most of firms in

Thailand are at an early stage of social media marketing adoption, it is vital for Thai



firms to understand the importance of firms’ capabilities related to social marketing
which is crucial for them to successfully implement social media marketing strategies
to benefit business performance. Therefore, this study will provide guidance for Thai
firms to utilize social media effectively to create competitive strength and to enhance
business performance. The contributions of this study are consistent with a policy
vision of Thailand’s economic development called “Thailand 4.0”. This policy
describes the vision for Thailand’s economic development through driving a value-
based and innovation-based economy. The policy aims to promote the transformation
of business from producing commaodity products to innovative products, as well as
from a production-based to a service-based economy (Board of Investment (BOI),
2017). One of the main objectives of the Thailand 4.0 economic model is to transform
traditional SMEs into smart enterprises (Board of Investment (BOI), 2017). This
objective leads to the capability development of Thai firms by focusing on the
integration of technology in business to create competitive strength (Digital Economy
Promotion Agency (DEPA), 2017). Therefore, the results from this study will provide
the guidance regarding the strategy of firms to integrate social media technology on
marketing activities effectively so as to enhance firms’ competitiveness according to

the policy.



CHAPTER 2

LITERATURE REVIEW

2.1 Social Media

Social media is defined as ‘‘a group of Internet-based applications that build
on the ideological and technological foundations of Web 2.0 and that allow the
creation and exchange of User Generated Content’” (Kaplan & Haenlein, 2010, p.61).
Additionally, social media is “the online means of communication, conveyance,
collaboration, and cultivation among interconnected and interdependent networks of
people, communities, and organizations enhanced by technological capabilities and
mobility” (Tuten & Solomon, 2013, p.2). There are various types of social media
including collaborative projects (e.g. Wikipedia), blogs, user-generated content
communities (e.g. YouTube), social networking sites (e.g. Facebook), virtual game
worlds (e.g. Ever Quest), and virtual social worlds (e.g. Second Life) (Kaplan &
Haenlein, 2010).

Realizing the characteristics of social media, it becomes attractive and popular
for users since social media is used for connecting with people, building and
maintaining personal relationships while at the same time providing entertainment for
users (Raacke & Bonds-Raacke, 2008; Zhu & Chen, 2015). Furthermore, users can
access social media to search and exchange information (Park, Kee, & Valenzuela,
2009; Zhu & Chen, 2015). Social media use increases rapidly, not only for personal
purposes, but also businesses have also applied social media to support their activities.
At present, firms have used a combination of social media platforms for various
business objectives such as internal communication (Dateling & Bick, 2013), and
human resource purposes (Chan & Guillet, 2011). In addition, social media has been
used for marketing purposes, such as digital product promotion (Dateling & Bick,
2013), customer service (Dateling & Bick, 2013; Kaplan & Haenlein, 2010; Kim &
Ko, 2012), customer relationship management (Rodriguez, Peterson, & Krishnan,

2012; Sasatanun & Charoensukmongkol, 2016). Furthermore, social media has



applied for community relationship building and social responsibility (Rodriguez et
al., 2012). Thus, the use of social media for marketing is expected to grow rapidly. In
this research, the focus of social media usage in business will target social media
marketing specifically. The detailed discussion of social media marketing will be

presented in the next section.

2.2 Social Media Marketing

Recently, social media marketing has expanded rapidly due to the growth of

social media usage by online users (Tuten & Solomon, 2013).

Gunelius (2011, p.10) defines social media marketing as:
...any form of direct or indirect marketing that is used to build
awareness, recognition, recall, and action for a brand, business,
product, person, or other entity and is carried out using the tools of the
social Web, such as blogging, microblogging, social networking, social

bookmarking, and content sharing.

According to Tuten and Solomon (2013), social media marketing is the
adoption of social media platforms to create conversations and positively influence
consumer behavior, such as product purchase, newsletter subscription, online
community registration, and other consumer action. In addition, firms adopt social
media marketing to achieve a marketing objective, which is to generate value for
customers by integrating social media marketing with other marketing communication
tools (Dahnil, Marzuki, Langgat, & Fabeil, 2014). Kaplan and Haenlein (2010) also
viewed social media marketing as a channel to distribute electronic word of mouth
about products, brands or companies.

Social media marketing adoption in business can benefit both customers and
firms. From a consumer perspective, product and company information can be
accessed easily by customers from a variety of social media channels. From a firm’s
perspective, the key benefit of social media is that allows the company to connect
people across the globe and is regarded as a powerful marketing tool (Trusov,



Bucklin, & Pauwels, 2009) as well as an efficient low-cost marketing platform.
According to Gunelius (2011), the five most common goals of social media marketing
comprise relationship building, brand building, publicity, promotions, and market
research. For example, social media provides closed connections between consumers
and firms (Agnihotri, Dingus, Hu, & Krush, 2016). In addition, social media can
influence consumers’ attitudes toward the products that the company offers through
online messages of product reviews and feedback from peers or product users, which
can affect their purchasing decision (Mangold & Faulds, 2009; Mangold & Smith,
2011). In addition, Braojos-Gomez et al. (2015) indicated that social media is used as
a tool to improve relationships with customers, to build brand awareness (Weinberg &
Pehlivan, 2011), brand equity (Smith et al., 2015), and brand image (Trusov et al.,
2009) as well as to facilitate new product development (Tuten & Solomon, 2013).
Furthermore, Aral, Dellarocas, and Godes (2013) indicate that social media can be
adopted to improve the firm’s business activities, which ultimately enhances business
value. Additionally social media platforms facilitate information collection, database
enhancement and service delivery at lower cost (Barnes, 2010). In the recent study of
Sasatanun and Charoensukmongkol (2016), it was found that using social media for
customer relationship management can help firms to reduce costs and expand their
market, thereby allowing firms to achieve higher performance satisfaction. Moreover,
Charoensukmongkol and Sasatanun (2017) found that communication through social
media channels allows people who lack social competency to perform better in
business because face-to-face interaction is not required in social media marketing.
From these benefits gained from social media adoption, the expansion of social media
use in business has had a great impact on the way companies conduct their business,
especially in marketing field. All in all, these benefits have made firms increasingly
adopt social media as a tool in their marketing activities (Atanassova & Clark, 2015).
Although the adoption of social media marketing is beneficial to business,
many firms struggle since they lack a strategic plan to implement social media
marketing activities (Melissa Barker, Donald Barker, Bormann, & Zahay, 2013). It
means that many firms start their social media businesses without defining clear
marketing objectives and having a strong strategic plan, which are important to ensure

business success (Barker et al., 2013). According to Morgan et al. (2009), the



appropriate strategic marketing process can facilitate firms to achieve higher
performance. Prior studies have proposed that firms with a strong marketing
capability can effectively mobilize their resources to create appropriate strategies
(Day, 1994; Day & Wensley, 1988), as well as to implement their strategies to gain
competitive advantage (Morgan, Katsikeas, & Vorhies, 2012; Olson, Slater, & Hult,
2005). For example, Morgan et al. (2009) found that marketing capability facilitated
export ventures to implement marketing strategies effectively, thereby allowing them
to gain high financial performance. Therefore, it is important to emphasize
specifically firm’s capability in the context of the social media marketing, which is an
important source of a firm’s competitive advantage. Because prior research has paid a
little attention to the conceptualization of social media marketing capability, this study
aims to develop a model of social media marketing capability to expand on prior

knowledge and fulfil a research gap in this area.

2.3 Resource-Based View (RBV)

Regarding the theoretical background, the resource-based view (RBV)
proposed by Barney (1991) is a theoretical foundation to explain the contribution of
social media capability to firms’ performance as mentioned below.

RBV provides a theoretical base for understanding why firms can sustain a
competitive advantage and achieve superior performance (Barney, 1991; Teece, 2007;
Teece, Pisano, & Shuen, 1997). According to Bianchi and Mathews (2016) and Amit
and Schoemaker (1993), RBV focuses on the relationship between a firm’s internal
characteristics and its performance. The theory predicts that a firm’s performance is
dependent on the possession of superior resources. From a resource-based
perspective, a firm’s resources are defined by Barney (1991, p.101) as “all assets,
capabilities, organizational processes, firm attributes, information, knowledge, etc.
controlled by a firm that enable the firm to conceive of and implement strategies that
improve its efficiency and effectiveness”. Typically, Barney (1991) conceptualizes
resources as internal attributes, including tangible assets, specific internal capabilities,
routines, and knowledge such as the competitiveness of products, financial and

technological resources, leadership of managers, and international experience
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(Bianchi & Mathews, 2016). Barney (1991) further argued that the resources held by
firms that make firms gain a competitive advantage must have four attributes. Firstly,
resources must be valuable. This means that resources have to enable firms to respond
effectively to environmental opportunity and threat. Secondly, the resources must be
rare. Under this attribute, the firm’s resources must be controlled by a small number
of competitors. Thirdly, the firm’s resources must be imperfectly imitated resources.
This means that it is difficult and costly for potential competitors to imitate and obtain
such resources. Lastly, the resources cannot be substituted by strategically equivalent
resources, in other words, there are no strategically equivalent resources. Underlining
the RBV perspective, these characteristics of firms’ resources can be thought of as a
source of resource heterogeneity and immobility for generating sustainable
competitive advantage (Barney, 1991; Vorhies & Morgan, 2005).

However, scholars argued that the possession of resources that meet these four
characteristics does not necessarily lead to sustainable competitive advantage since a
firm's ability to achieve competitive advantage depends on its ability to convert
existing resources into specific capabilities (Rodriguez et al., 2012; Shin & Aiken,
2012). In this regard, it depends on the firm’s capability to acquire, integrate and
deploy its valuable resources (Morgan et al., 2009; Peteraf, 1993; Song, Benedetto, &
Nason, 2007) as well as transform processed resources into providing superior
products or services to customers and consequently outperform competitors (Amit &
Schoemaker, 1993; Barney, 1991; Grant, 1991; Sirmon, Hitt, & Ireland, 2007).
According to Dutta, Narasimhan, and Rajiv (1999), capability can be defined as a
firm’s ability to deploy possessed resources to achieve its objectives. In addition,
Helfat and Peteraf (2003, p.999) define capability as “an ability to perform a
coordinated set of tasks utilizing organizational resources”. Day (1994, p.38) viewed
capabilities as ... the glue that brings [firm resources] together and enables [firm
resources] to be deployed advantageously”.

Regarding the assumption of capability perspectives of RBV, heterogeneity of
firm resources and capabilities lead to heterogeneity in firm performance (Barney,
1991; Vorhies & Morgan, 2005). The capabilities enable the resource deployment to
perform better than other firms (Grant, 1991; Teece et al., 1997). Generally, firms that

have such capabilities can utilize their processed resources to implement strategic
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actions more effectively than competitors (Sirmon et al., 2007). Grewal and
Slotegraaf (2007) also suggest that capabilities embedded in organizational processes
cannot easily be transferred to competitors, thereby granting firms’ advantage over
competitors.

Particularly in the area of marketing, the RBV framework has been
extensively used to explain the importance of marketing capability on firms’
performance (Chang, Park, & Chaiy, 2010; Dutta et al., 1999; Krasnikov &
Jayachandran, 2008; Nath et al., 2010; Shin & Aiken, 2012; Theodosiou, Kehagias, &
Katsikea, 2012; Tsai & Shih, 2004). For example, the study of Theodosiou et al.
(2012), conducted by using data collected from 316 bank branch managers in Greece,
found that firms’ marketing capabilities enabled effective resources deployment,
helped firms to successfully identify and respond to customer needs, and allowed
them to establish long-term customer relationships. Furthermore, Tsai and Shih
(2004) provide empirical support that firms with marketing capability tend to
outperform their competitors that do not. By collecting data from manufacturers of
consumer goods and service companies in Taiwan, their study found that a high level
of marketing capabilities, such as the capability of channels/distribution, marketing
research and development, product/service development, pricing, and promotional
management, allowed firms to identify and respond to customer needs and also
develop appropriate strategies. Consequently, these benefits made firm achieve
superior business performance. In addition, Nath et al. (2010) revealed the significant
role of marketing capability on financial performance. By using archival data of 102
logistics firms based in UK, this study found that firms with high level of marketing
capability were able to deploy and allocate the marketing resources effectively for
generating customer value, thereby leading to competitive advantage and superior
business performance. The study of Chang et al. (2010) conducted by collecting data
from 500 Korean firms in various industries demonstrated the direct role of a firm’s
marketing capability, which enabled the firm to achieve higher performance and
competitive advantage.

More specifically in the area of digital marketing, internet technology when
combined with marketing activities, skills and information that firms possess, can be

developed as an internet marketing capability (Knudsen & Madsen, 2002; Ray,
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Muhanna, & Barney, 2005). Generally, internet technology can be integrated into
marketing activities, such as market research (Saban & Rau, 2005), sales force
management (Mika Gabrielsson & Peter Gabrielsson, 2011), channel management
(Mika Gabrielsson & Peter Gabrielsson, 2011), customer support (Li & Ye, 1999;
Prasad, Ramamurthy, & Naidu, 2001), international market development (Li & Ye,
1999; Prasad et al., 2001) and customer relationship management (Bauer, Grether, &
Leach, 2002). However, Li and Ye (1999) suggest that internet technology as a
resource is easy to imitate by competitors, and is not enough to achieve a competitive
advantage. This argument is in line with Barney, Wright, and Ketchen (2001) who
suggest that information and communication technology investment may not
necessarily benefit firms since technology alone can be easily transferred to and
imitated by competitors. Trainor et al. (2011) also argue that technology alone is not
sufficient to improve business performance unless it is integrated with a firm’s other
unique firm resources and this technology is embedded in organizational practices and
processes (Booth & Philip, 1998; Powell & Dent-Micallef, 1997). When firms are
able to integrate the internet technology with other unique resources and embed it in
organizational practice and process, they can achieve superior performance by
leveraging such capability (Li & Ye, 1999; Tippins & Sohi, 2003).

In line with internet marketing literature, social media technology as a group
of internet-based applications when combined with a firm’s other resources and
marketing processes, firms can develop a specific marketing capability, and
consequently, leverage such capability to enhance their performance.

Despite the growing attention to social media within marketing area, the
studies that investigate the antecedents, dimensions or outcomes of social media
marketing capability are at an initial stage. Specifically, this study focuses on whether

social media marketing capability will enhance firms’ performance.

2.4 Definition of Social Media Marketing Capability

To date, the definition of social media marketing capability has not been
comprehensively identified in literature. In order to conceptualize social media

marketing capability, this study will therefore review the literature of marketing



13

capability, internet marketing capability, e-marketing capability and social media
competency as a foundation of thought to define social media marketing capability.

In a broad scope, prior research has defined marketing capability as the
integrative process of firms’ resource utilization, including intangible and tangible
resources, to perform marketing activities, to understand specific consumer needs, to
develop product differentiation, and to enhance brand equity (Day, 1994; Dutta et al.,
1999; O'Cass, Ngo, & Siahtiri, 2012; Song et al., 2007). Nath et al. (2010, p.319)
suggested that “marketing capability involves integration of all marketing related
activities of a firm using superior market knowledge from customers and
competitions”. This enables firms to meet customer needs and to enhance the value of
their products and services, as well as differentiate them from competitors (Kotler,
2002; Tuominen, Moller, & Rajala, 1997).

More specifically in e-marketing literature, Trainor et al. (2011, p.163) defined
e-marketing capability as “a firm's competence in using the internet and other
information technologies to facilitate rich interactions with customers”. Additionally,
e-marketing technologies are not only about internet-based communications and
advertising but also include technologies that support marketing activities such as
customer relationship management, sales activity, customer support and marketing
research (Brady, Saren, & Tzokas, 2002). Regarding internet marketing literature,
Bianchi and Mathews (2016, p.427) conceptualized internet marketing capability as
“a capability of firm to use the internet in marketing function to generate value for
customers”. Studies on internet marketing suggest that the application of internet
technology, regarded as a resource within firms for marketing activities, will become
specific marketing capability (Liao, Kickul, & Ma, 2009; Yalcinkaya, Calantone, &
Griffith, 2007).

Combining the definition of marketing capability, internet capability, e-
marketing capability, and social media competency, this study defines social media
marketing capability as a firm’s ability to utilize social media technologies such as
collaborative projects, blogs, user-generated content communities, social networking
sites, virtual game worlds, and virtual social worlds, and its related technologies, to
support marketing functions in order to facilitate interactions with customer and

ultimately generate value for customers. As a group of internet — based application,
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when social media is utilized and combined with other resources in marketing
practices, such specific marketing capabilities enable firms to connect to a wide range
of customers (Chang, Yu, & Lu, 2015), to generate two-way and real-time interaction
(Vargo & Lusch, 2004), to create further exchange by expanding their networks
(Chang, Yu, & Lu, 2015) to become network members (Kietzmann, Hermkens,
McCarthy, & Silvestre, 2011) through a variety social media tools. Consequently,
social media marketing capability enhances the ability of firms to have a better
understanding of customer needs and create value in their products and services, as
well as to enhance their performance.

Although conceptualizations in the area of social media competency and
capability are available in the literature, there seems to be only narrow scope to
capture the conceptualization of social media marketing capability. For example,
Braojos-Gomez et al. (2015, p.444) simply define social media capability as “firms’
proficiency in using and leveraging social media for business activities”. The
conceptualization of social media competence in the study of Culnan, McHugh, and
Zubillaga (2010) is determined by three formative first-order constructs including
Facebook capability, Twitter capability and blog capability. Given this research
limitation, the present study aims to develop a more comprehensive conceptualization
of social media marketing capability based on more robust theoretical frameworks in
marketing and strategic management research. The proposed conceptualization of

social media marketing capability will be mentioned in the next section.

2.5 Conceptualization of Social Media Marketing Capability

This study conceptualizes social media marketing capability as a
multidimensional construct by integrating conceptualization of marketing capability
from prior marketing literatures in the context of social media. Based on the review of
literature, various multidimensional conceptualizations of marketing capabilities are
available as shown in Table 1. According to Vorhies and Morgan (2005), marketing
capabilities are divided into two aspects. The first aspect is specific marketing
capabilities to deploy and transform firms’ resources into outputs based on the

marketing mix elements consisting of product development capability, pricing
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capability, channel management capability, marketing communication capability,
selling capability, and market information management. The second aspect is
architectural marketing capabilities, focusing on marketing strategy development and
execution, consisting of marketing planning and marketing implementation (Capron
& Hulland, 1999; Day, 1994; Vorhies & Morgan, 2005). In addition, several studies
viewed marketing capability as composed of marketing planning capability and
marketing implementation capability concerning the firm’s ability to formulate
marketing strategies and execute them (O'Cass et al., 2012; Shin & Aiken, 2012;
Vorhies & Morgan, 2005). In addition to these three dimensions, networking
capability is considered as another significance aspect of marketing capability
(Greenley, Hooley, & Rudd, 2005; Hooley, Greenley, Cadogan, & Fahy, 2005).
Nevertheless, several scholars emphasized only marketing mix elements to
conceptualize marketing capabilities such as product, pricing, distribution and
promotion (Afzal, 2009; Weerawardena, 2003). Recently, the study of Fang et al.
(2014) classified marketing capabilities into two perspectives composed of market-
sensing capability and customer-linking capability.

Recent studies proposed that internet technologies can enhance the
development of internet capabilities composed of online advertising, sales, after-sales
service purchasing and market research (Bianchi & Mathews, 2016; Mathews et al.,
2016). On the other hand, Trainor et al. (2011) suggested the multidimensional
constructs of e-marketing capability composed of three resources comprising
information technology (IT) resources, business resources and human resources. From
the perspective of Trainor et al. (2011, p.164), IT resources represent the technology
deployment to support e-marketing activities. Business resources refer to “the extent
to which the technology is integrated throughout the organization”. The last
dimension is human resources which represent an organizational culture and
managerial support for e-marketing activities. Regarding the perspective of Day
(1994) and Chahal and Kaur (2014), marketing capabilities are classified into three
categories based on the focus of the processes from external to internal emphasis,
consisting of outside-in, inside-out, and spanning capabilities. The first capability is
outside-in capability, which is the skills and abilities that allow firms to understand
market requirements better than their competitors and building relationships with
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customers and channel members (Day, 1994) such as market-sensing customer
linking, and channel-bonding capability. The second capability is inside-out capability
that emphasizes the internal resources and capabilities to enhance business
performance which essentially involves different functional activities in the
organization, such as human resource management, technology development, and
logistics (Day, 1994; Santos-Vijande, Sanzo-Pérez, Gutiérrez, & Rodriguez, 2012).
Lastly, spanning capability is the integration of outside-in and inside-out capability by
combining the knowledge from outside organizations and internal organizational
functions, such as pricing, new product development, customer service, strategy
development (Chahal & Kaur, 2014; Day, 1994).

Table 2.1 Dimensions of Marketing Capabilities

Literatures Dimensions of Marketing Capabilities

Marketing capability
Day (1994) - Outside-in capabilities
Chahal and Kaur (2014) - Inside-out capabilities
- Spanning capabilities
Greenley et al. (2005); Hooley et al. - Outside-in capabilities
(2005) - Inside-out capabilities
Rostami (2015) - Spanning capabilities
- Networking capability
Fang et al. (2014) - Market-sensing capability
- Customer-linking capability
Vorhies and Morgan (2005) - Specific marketing capabilities (pricing,
marketing communication, product
development, channel management, and selling)
- Architectural marketing capabilities
- (marketing planning and implementation)
Chang et al. (2010); O'Cass et al. - Marketing planning capability
(2012); Shin and Aiken (2012) - Marketing implementation capability
Afzal  (2009);  Weerawardena - Market research
(2003) - Pricing
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Literatures

Dimensions of Marketing Capabilities

Tsai and Shih (2004)

Murray, Gao, and Kotabe (2011)

Morgan et al. (2009)

Odhiambo, Kibera, and Musyoka
(2015)

Theodosiou et al. (2012)

- Product

- Channel of distribution

- Promotion

- Marketing Management

- Customer service

- Market research

- Pricing

- Product

- Channel of distribution

- Promotion

- Product development

- Pricing capability

- New product development capability
- Marketing communication capability
- Pricing

- Product management

- Distribution management

- Marketing communications
- Selling

- Marketing planning

- Marketing implementation
- Pricing

- Product development

- Marketing communication
- Distribution

- CRM

- New product development
- Advertising

- Public relations

- Sales promotions

- Environmental scanning

- Developing marketing plans

- Implementing marketing plans
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Literatures

Dimensions of Marketing Capabilities

Zou, Fang, and Zhao (2003)

Liu and Ko (2012)

Internet marketing capability
Bianchi and Mathews (2016)
Mathews et al. (2016)

e-marketing capability
Trainor et al. (2011)

- Pricing
- Distribution
- Communication

- Product development
- Pricing

- Product development

- Channel management

- Selling

- Market information management
- Marketing planning

- Marketing communication

- Marketing implantation

- Advertising

- Online sales

- After sales service
- Market research

- Purchasing/Procurement

- Information technology resources
- Business resources

- Human resources

Although various conceptualizations of marketing capability have been

proposed in prior literature, this study argues that Day’s perspective can be seen as

broader perspective of social media marketing capability (Chahal & Kaur, 2014). This

means that almost all marketing capability dimensions shown in Table 2.1 can be

included in Day (1994), marketing capability dimensions consisting of outside-in,

inside-out, and spanning capabilities as shown in Table 2.2. From this, this study

conceptualizes social media marketing capability as multidimensional constructs

based on the three dimensions of outside-in capabilities, inside-out capabilities, and

spanning capabilities



Table 2.2 Dimensions of Marketing Capabilities included in Outside-in, Inside-out, and Spanning Perspectives

Literatures

Outside- in Capabilities

Inside-out Capabilities

Spanning Capabilities

Day (1994)

Chahal and Kaur (2014)

Mu (2015)

Hooley et al. (2005)
Fang et al. (2014)

Market-sensing capability
Customer-linking capability
Channel-bonding capability

Relationship

Regularity
Communication

Market sensing

Customer engaging
Partner linking
Networking capability
Market-sensing capability

Customer-linking capability

Financial management
Cost control

Technological development
Integrated logistic

Manufacturing process

Human resource management

Web technology
Employee bonding

Customer order fulfilment

Pricing

Purchasing

Customer service delivery

New product/service development
Strategy Development
Advertising skills

Pricing skills

Product/service skills

67



Literatures

Outside- in Capabilities

Inside-out Capabilities

Spanning Capabilities

Shin and Aiken (2012)
O'Cass et al. (2012)
Weerawardena (2003)
Afzal (2009)

Tsai and Shih (2004)

Murray, Gao, and Kotabe

(2011)

Vorhies and Morgan (2005)

Market research
Channel of distribution

Market research
Channel of distribution

Channel management

Marketing Management

Marketing planning capability
Marketing implementation capability
Pricing

Product

Promotion

Customer service

Pricing

Product

Promotion

Product development

Pricing capability

New product development capability
Marketing communication capability
Pricing

Product development,

Marketing communication

Selling

Marketing planning

Marketing implementation

0¢



Literatures

Outside- in Capabilities

Inside-out Capabilities

Spanning Capabilities

Morgan et al. (2009)

Odhiambo, Kibera, and
Musyoka (2015)

Theodosiou et al. (2012)

Zou, Fang, and Zhao (2003)

Distribution management

Distribution
CRM

Environmental scanning

Distribution

Pricing

Product management
Marketing communications
Selling

Marketing planning
Marketing implementation
Pricing

Product development

Marketing communication

New product development
Advertising

Public relations

Sales promotions

Developing marketing plans
Implementing marketing plans
Pricing

Communication

Product development

T¢



Literatures

Outside- in Capabilities Inside-out Capabilities

Spanning Capabilities

Liu and Ko (2012)

Bianchi and Mathews (2016)
Mathews et al. (2016)

Trainor et al. (2011)

Market research

IT resources
Business resources

Human resources

Pricing

Product development
Channel management
Selling

Marketing planning
Marketing communication
Marketing implantation
Market information management
Advertising

Online sales

After sales service

Purchasing/ Procurement

(44
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2.5.1 Outside-in Capabilities

Outside-in capabilities are the skills and abilities that enable firms to
understand market requirements better than their competitors and to build customer
relationships as well as channel members (Day, 1994). Outside-in capabilities
facilitate proper implementation and reaction to changing market conditions;
consequently, firms can meet customers’ expectation and achieve the firm’s overall
objectives (Chahal & Kaur, 2014). These capabilities include market-sensing
capability, customer-linking capability, and channel-bonding capability (Day, 1994;
Mu, 2015).

2.5.1.1 Market-sensing Capability

Firstly, market-sensing capability refers to a firm’s ability to acquire
and disseminate customer, competitor and market information and to utilize market
knowledge to forecast and monitor market changes (Day, 1994; Foley & Fahy, 2004).
When a firm obtains market information and learns about changes that affect its
customers, competitors, and market, this enables the firm to spot the trends, as well as
opportunities and threats, of the current and future market environment (Fang et al.,
2014; Morgan et al., 2009). In addition, firms that have the capability to forecast
customer demands and market trends accurately can offer better products and services
to target the market (Fang et al., 2014), thereby allowing firms to gain higher
profitability.

Based on the extant literature, market-sensing capability in social
media marketing represents a firm’s ability to utilize social media platforms to acquire
and to disseminate information about customers, competitors and markets, as well as
to utilize such information to forecast market trends, opportunities and threats of the
market environment (Day, 1994; Foley & Fahy, 2004). For example, Facebook, as
one of social media platforms, allows users to create a profile page which shows their
most recent activities and allows users to join groups of common interest
(Quesenberry, 2016). Also, Facebook users can share photos and videos on their own
page as well as have discussions with their network (Quesenberry, 2016). In this
regard, firms can utilize Facebook by creating their own page and encourage
Facebook users to click “Like”, since when the users clicked “Like” on a firm’s

Facebook page, firms can access to users’ information and profiles that they have
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been shared on their personal Facebook page. This allows marketers to obtain basic
customer information from their profile page. In addition, firms can obtain customer
lifestyle and characteristic information through status updates, emoticons and photos
that social media users, for example, on Facebook, have posted and shared to the
public on their social media page (Sasatanun & Charoensukmongkol, 2016). At the
same time, marketers can spot the market trends from Facebook because when people
click “Like” on a company’s page, it allows marketers to monitor online
conversations that people share with their friends and to understand consumers’
opinions about the firm or the firm’s activities (Schweidel & Moe, 2014).
Furthermore, as with customer information, information about competitors can be
accessed through Facebook and Instagram channels when the marketer clicks “Like”
or “Follow” on their competitors’ Facebook page or Instagram. This allow marketers
to access information about their competitors’ movements, for example, their new
products and marketing activities.

2.5.1.2 Customer-linking Capability

Secondly, customer-linking capability represents the firm’s ability to
identify customer needs, as well as its ability to build and maintain customer
relationships (Chahal & Kaur, 2014; Day, 1994; Hooley et al., 2005; Theoharakis,
Sajtos, & Hooley, 2009). Firms can develop such capability by developing knowledge
when connecting with customers and strengthen interpersonal relationships with them
(Hooley et al., 2005). As social media has distinct functions that allow users to
generate content, and communicate and share information among their online
network, it increases opportunities for interaction between customers and businesses,
and enables customer participation and customer support through online networks
(Michaelidou, Siamagka, & Christodoulides, 2011; Pentina & Koh, 2012; Ramani &
Kumar, 2008). Therefore, customer-linking capability by using social media
technology becomes important to connect with customers.

In this sense, social media technology can be integrated in the concept
of the customer —linking capability of firm. This study views customer-linking
capability in the social media marketing context as a firm’s ability to identify
customer needs by connecting and interacting with customers and also creating and

strengthening customer relationships by using social media platforms. Companies can
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create official social media pages that allows customers to give feedbacks to firms
through comments, which allows firms to learn more about customer needs and
preferences (Castronovo & Huang, 2012; Hennig-Thurau et al., 2010; Trainor,
Andzulis, Rapp, & Agnihotri, 2014). Rapp, Beitelspacher, Grewal, and Hughes
(2013) found that more than 50 percent of online shoppers using social media
applications, especially social networking sites such as Facebook, LinkedIn, and
Twitter, to interact with sellers. Hence, a firm’s ability to utilize social media to
connect and interact with customers as well as to create and strengthen customer
relationships is considered as one of the critical social media marketing capabilities of
firms.

2.5.1.3 Channel-bonding Capability

Finally, the outside-in capability relevant to social media marketing is
channel-bonding capability or partner-linking capability described by Mu (2015).
Channel-bonding capability represents a firm’s ability to connect and leverage its
resources and capabilities with partners or channel members such as suppliers and
distributors (Day, 1994; Mu, 2015). At present, business tends to involve more
collaborative relationships, high-level coordination, and closed communication with
their major channel members (Day, 1994). Firms with channel-bonding capability can
strengthen mutual relationships with their channel members (Chahal & Kaur, 2014)
and manage the channels effectively (Afzal, 2009). Thus, firms are able to deliver
products and services to the ultimate customer effectively (Chahal & Kaur, 2014).
Day (1994) viewed that many firms tend to focus on building, maintaining, and
strengthening relationships with their major channel members; however, few firms
have this capability to gain a competitive advantage. Since successful collaboration
between channel members requires a high cooperation level for maintaining a
business relationship (Frazier, Spekman, & O'neal, 1988; Spekman, 1988), it is
significant for firms to develop such capability.

Now the emergence of social media technology, especially social
networking sites such as Facebook and LinkedIn, allows firms to interact easily,
communicate, and build trust, as well as to strengthen relationships with their channel
members at lower cost (Michaelidou et al., 2011). In particular, channel-bonding
capability in the social media marketing context in this study represents the ability of
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firms to use social media as a tool to interact and communicate with, and for
relationship building with channel members. For instance, suppliers can utilize social
media platforms to create more interpersonal connections with retailers, to share
information such as company profiles, events, incentives, and promotion and to build
trust by providing company information with channel members through various social

media platforms.

2.5.2 Inside-out Capabilities

Inside-out capabilities focus on the roles of internal resources and capabilities
developed to enhance firms’ performance and to correspond to different functional
activities within organization, including production and transformation, logistics, cost
control, financial and human resources management, and technological development
(Chahal & Kaur, 2014; Day, 1994; Hooley et al., 2005; Santos-Vijande et al., 2012).
These capabilities enable a firm’s capabilities to implement properly, to increase
efficiencies, as well as to reduce operating cost (Chahal & Kaur, 2014). According to
Trainor et al. (2011), e-marketing capability can be developed by integrating three
organizational resources, consisting of IT resources, business resources and human
resources. Based on the literature mentioned previously, this study combines and
narrows down the scope of inside-out capabilities related to the social media
marketing context and emphasizes two aspects of inside-out capabilities, namely

technology development capability and human resource development capability

2.5.2.1 Technology Development Capability

Technology development capability refers to the firm’s ability to
develop new technology to respond to the rapid change of the technological and
competitive environment (Song, Droge, Hanvanich, & Calantone, 2005; Wind &
Mahajan, 1997). Generally, technology has two main components, the physical
component (such as products, tooling, equipment, techniques and processes) and the
information component (such as know-how in management, marketing, production,
quality control, reliability, and skilled labor) (Vinod Kumar, Uma Kumar, & Persaud,
1999). In this regard, Jin and Von Zedtwitz (2008) suggest further that this capability
includes the ability to develop new products and processes, to improve existing
technology as well as to develop new knowledge and skills to respond to the
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competitive environment. This view is in line with the technological capability
literature of Kumar et al. (1999) which suggests that the firm with technological
capabilities has the ability to identify technological needs, to create new technology,
to maintain, modify and improve existing technology and also to support technical
learning.

In this study, the author views technology development capability in
the social media context as the firm’s ability to make effective utilization of technical
skills and knowledge to develop and improve existing social media-related
technologies as well as to generate new technical skills and knowledge in response to
the rapidly changing technological and competitive business environment. Such
capabilities allow firms to utilize technology appropriately with strategic purposes
(Rush, Bessant, & Hobday, 2007) as well as to develop and improve techniques and
processes to be more effective in business (Afuah, 2002). In particular, companies use
social media as a tool to gain customer information, since social media allows firms to
access a large data set of user profiles, online conversations and transactional
information, such as visits to websites, buying records, and feedback on marketing
campaigns (Choudhury & Harrigan, 2014; Greenberg, 2010). In this regard, it is
important for companies to use and develop social analytics technology effectively to
collect, store and analyze a big data set obtained from social media channels (Chen,
Chiang, & Storey, 2012; Dinter & Lorenz, 2012). As social media generates valuable
insights and information, it allows firms to understand customer needs that change
over time, thereby achieving a competitive advantage (Choudhury & Harrigan, 2014;
Hillebrand, Nijholt, & Nijssen, 2011). In this sense, the firm that possesses the ability
to develop and improve social media technology (such as social media analytics) and
effectively utilize this technology to evaluate customer insights is likely to achieve
superior business performance (Choudhury & Harrigan, 2014; Greenberg, 2010;
Woodcock, Green, & Starkey, 2011).

2.5.2.2 Human Resource Development Capability

According to Day (1994), human resource management is regarded as
one of the inside-out capabilities that market-driven firms must possess to add value
for the customer and for the firms’ performance. This view is supported by the study

of Trainor et al. (2011) that views human resources as an important element of e-
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marketing capability that positively influences firms’ performance. Research in
human resource management has emphasized the capability to develop human
resources effectively (Chan, Shaffer, & Snape, 2004; Charoensukmongkol et al.,
2013; Koirala & Charoensukmongkol, 2018; Mueller, 1996; Phungsoonthorn &
Charoensukmongkol, 2018, 2019; Ratasuk & Charoensukmongkol, 2019) since
employees as firm’s human resources play a major role in delivering value for
customers (Charoensukmongkol, Daniel, & Chatelain-Jardon, 2015; Guang &
Charoensukmongkol, 2019; Heskett & Schlesinger, 1994; Sergeant & Frenkel, 2000).
In this regard, this study emphasizes the employee development capability as one of
the major inside-out capabilities in social media marketing.

Orr, Bush, and Vorhies (2011, p.1075) define marketing employee
development capability as “those resource deployments that reflect the firm's ability
to systematically and routinely maintain and enhance the knowledge and skills of
marketing employees”. This capability includes regularly provide training for
marketing employees, systematic feedback about their performance, increasing
employee motivation through reward, as well as encouraging employees to make their
own decisions on their tasks (Orr et al., 2011). Firms with a high level of marketing
employee development capability are expected to meet customer needs better, thereby
enhancing customer satisfaction, financial performance and market effectiveness
(Day, 1994). Also, marketing employees with a higher level of knowledge and skills
are able to work more effectively and productively on their tasks (Orr et al., 2011).
This can be explained by when the skills and knowledge of marketing employees are
integrated with other firms’ resources, the employees tend to apply such skills and
knowledge to perform firms’ marketing strategies and activities effectively (Day,
1994; Srivastava, Shervani, & Fahey, 1998; Teece et al., 1997).

In the social media marketing context, the human resource
development capability includes managerial support for regular training programs
related to their tasks, such as in the new tools of social media marketing, social media
trends, the digital marketing area and other related areas to enhance social media
marketing skills for employees. When the employees have high levels of social media
technology skills, they are likely to use the appropriate social platforms effectively to

interact with their customers, as well as to know how to gain customer insights for
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developing social media marketing activities. Further, it is important for management
to provide employees with regular feedback about their performance on social media
marketing tasks. The increased skills of employees and the feedback from
management on their social media marketing tasks can help them to work more
efficiently and effectively (Day, 1994; Srivastava et al., 1998). In addition, this
capability includes regularly motivation, and empowering employees to make
decisions on their social media marketing tasks by marketing executives as well as

motivating them by rewarding their social media marketing performance.

2.5.3 Spanning Capabilities

Spanning capabilities are the integration of outside-in and inside-out
capabilities (Day, 1994; Hooley et al., 1999). These capabilities are developed from
the knowledge of the market and organizational internal functions (Chahal & Kaur,
2014). According to Day (1994), spanning capabilities include strategy development,
new product development, pricing, customer order fulfillment, customer service
delivery and purchasing. In addition, Chahal and Kaur (2014) suggest that there are
three sub-dimensions of spanning capabilities comprising advertising skills, pricing
skills and product and service skills. Based on Vorhies and Morgan (2005) mentioned
previously, marketing capabilities including product development, pricing, marketing
communications, selling, marketing planning, and marketing implementation are
considered as spanning capabilities since these capabilities are developed from the
integration of knowledge from the market and the internal function of organization.
Specifically, Bianchi and Mathews (2016) argued that internet marketing capability
includes the degree of internet application on advertising, online sales and after-sales
service, which can be in line with the perspective of Day (1994), and thus included in
spanning capabilities. In parallel with prior marketing literature, this paper views
social media marketing capability in spanning capabilities aspects as the ability of
firms to apply social media to marketing activities. To gain an initial understanding of
the capability within social media marketing, this paper focuses on five capabilities as
spanning capabilities of firms: pricing, product development, marketing
communication, marketing planning, and marketing implementation in the context of

social media.
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2.5.3.1 Pricing Capability

Firstly, pricing capability refers to the ability to price the firm's
products or services competitively as well as to monitor competitors' pricing strategy
and pricing changes in the market (Afzal, 2009; Dutta, Zbaracki, & Bergen, 2003;
Zou et al., 2003). According to Dutta et al. (2003), pricing capability also includes
price-setting capability, consisting of identifying competitor prices, setting pricing
strategy, translating from pricing strategy to price, convincing customers about price-
change logic, and negotiating price changes with major customers. With pricing
capability, firms are able to respond quickly to changes and gain the best revenue in
the market (Murray et al., 2011). A firm with strong pricing capability is
knowledgeable and understands about planned and current pricing strategies, and
pricing actions of competitors (Blattberg & Wisniewski, 1989) as well as the impact
of price on customer value perception (Davey, Childs, & Carlotti Jr, 1998; Shapiro,
Slywotzky, & Doyle, 1998). As a result, firms are able to develop appropriate pricing
strategies, manage pricing effectively and also communicate pricing changes to
customers (Marn & Rosiello, 1992).

With the emergence of various social media platforms such as
Facebook, YouTube, blogs, and Twitter, marketers can easily access to competitors’
pricing information and also monitor customers’ online conversation and customer
value perceptions on the pricing of products and services. For example, firms can
reach and analyze online conversations among customers through social media
channels such as discussion boards and product/service review sites to understand
how they view product prices and firms’ pricing strategy as well as competitors’
actions on pricing (Schweidel & Moe, 2014). Further, firms can utilize social media
as a tool to communicate and convince customers about pricing changes. As a result,
firms are able to develop appropriate pricing strategies and respond quickly to market
changes.

2.5.3.2 Product Development Capability

Secondly, product development capability refers to “the capability to
develop new products and services, ensuring constant adaptation to market needs”
(Santos-Vijande et al., 2012, p.27). This capability is viewed as the ability of firms to
create a new value offering through their new products and services for their target
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market (Griffin & Page, 1996; Ramaswami, Srivastava, & Bhargava, 2009). Product
development capability is regarded as a spanning capability since this capability
normally involves acquiring knowledge from inside and outside the organization,
such as market and technical (Moorman & Miner, 1997; Vaitoonkiat &
Charoensukmongkol, 2020a, 2020b) and integrates such knowledge to develop and
deliver products or services that meet the needs of the ultimate customers (Sethi,
Smith, & Park, 2001). With product development capability, firms can develop and
launch new products and services to meet customers’ needs (Murray et al., 2011; Zou
et al., 2003).

Based on the previous literature on product development capability,
this paper defines product development capability in the social media marketing
context as the ability of firm to apply social media applications for the product
development process, which is the process of developing and launching new products
and services to satisfy customers’ needs. This capability covers activities such as
acquiring information from customers, market testing, and new product introduction.
According to Tuten and Solomon (2013), social media marketing can be used as a
tool for businesses to develop new products ideas. Also, companies use social media
marketing to interact with customers not only to gather of new product ideas but also
to evaluate the actual design of the current products (Ramaswami et al., 2009).
Regarding the product development process, the producer typically creates a
prototype based on information acquired from customers. Then the product prototype
is tested by the customer who gives the feedback for the product improvement
process. This cycle is repeated until customers are satisfied with the product. From
this process, social media can be used as a tool 1) to acquire and gather information
and customer insights for product development, 2) to gain customer feedback from
the product prototype testing and concept testing process, and 3) to introduce new
products to market. Thus, firms can deliver and offer new products and services that
meet customers’ need. In this regard, firms can utilize social media such as Facebook,
Line and YouTube as a tool to acquire information from customers and also use as a
tool for market testing, especially product concepts that can reduce the product

development cycle time leading to early new product launching in the market.
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2.5.3.3 Social Media Marketing Communication Capability

Thirdly, marketing communication capability is defined as the ability
of firms to manage customer value perception (McKee, Conant, Varadarajan, &
Mokwa, 1992; Ritter, 2006). Santos-Vijande et al. (2012) suggest that marketing
communication helps businesses to manage customer expectations, and firm’s
perceived image and perceived value. According to Murray et al. (2011), marketing
communication capability enhances a positive customer perception of the firm’s
products or services. Consequently, this allows the firm to build a positive and
differentiated brand image. Furthermore, McKee et al. (1992) argue that firms that
possess a strong marketing communications capability are able to communicate their
new products and services to new customers, to remind current users of the product
benefits and availability, as well as to stimulate purchasing decisions. Marketing
literature suggests that the principal marketing communications tools consist of
advertising, public relations, sales promotion, personal selling, and direct marketing
(Fill & Jamieson, 2011).

In particular, this study views social media marketing communication
capability as the firm’s ability to manage customer value perceptions by effectively
using social media applications for marketing communication activities such as
advertising, sales promotion, public relations, direct marketing and personal selling.
The emergence of social media technology when integrated in marketing strategy
facilitates new interactive forms of communication and supports marketing
communication activities. For instance, conversations through social media channels
are considered as an efficient way to raise brand awareness, brand recognition and to
enhance brand loyalty (Gunelius, 2011). Further, social media marketing allows
businesses to share information and change customers’ perceptions about product,
brand and company (Gunelius, 2011). In term of promotion, firms can provide special
discounts exclusively to specific customers to make them feel special through the
various forms of social media (Gunelius, 2011). In this regard, it is important for the
firm to develop such capabilities. For example, marketers can utilize social media
applications such as Facebook or Twitter to announce and share a coupon for sales

promotion activities. Also, firms can create interesting content on a blog, or in the
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form of a video on YouTube for brand building and communicating with customers
(Tuten & Solomon, 2013).

2.5.3.4 Social Media Marketing Planning Capability

According to the perspective of Day (1994), strategy development is
regarded as a spanning capability. Marketing strategy development allows firms to
create and maintain competitive advantage (McDonald, 1992a). To develop an
effective marketing strategy in a competitive and uncertain environment, the strategic
marketing planning capability needs to be emphasized (McDonald, 1992b). Slotegraaf
and Dickson (2004, p.373) define strategic marketing planning capability as “the
ability to anticipate and respond to the market environment in order to direct a firm's
resources and actions in ways that align the firm with the environment and achieve the
firm's financial goals”. Morgan, Zou, Vorhies, and Katsikeas (2003) view marketing
planning capability as the ability to formulate marketing strategies by coordinating
between the firm’s resources and marketplace effectively and to allocate the firm’s
resources, such as financial resources, manpower and other resources among divisions
to carry out planned actions (Ramanujam, Venkatraman, & Camillus, 1986).
McDonald (1992b) argues that effective marketing planning is a significant activity
for a company's revenue-earning. The important elements of this capability include
the activities such as market segmentation, market targeting, customer and competitor
analysis, internal company analysis, and market positioning (Menon, Bharadwaj,
Adidam, & Edison, 1999; Narver & Slater, 1990). In this regard, marketing planning
activities allow firms to be aware of and accept changes that lead to business success.
Therefore, firms with marketing planning capability are able to generate alternatives
and implement the best alternatives when the environment changes, thus, responding
to the environment appropriately (Ramanujam et al., 1986).

Specifically to social media context, this study views social media
marketing planning capability as the firm’s ability to develop social media marketing
strategies to fit with the environment by allocating appropriate a marketing budget
and marketing teams for social media marketing activities. Further, firms with the
high levels of social media marketing planning are able to create alternative social
media marketing programs in response to competitors’ actions and environmental

changes. To adapting to the technical changes, for example, marketers need to change
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the way they communicate with customers in the new social media platforms
(Schultz, 2010). In this regard, management needs to create alternative marketing
plans to respond to this change. In addition, this capability includes the ability to
utilize social media for effective market segmentation, market targeting, and market
positioning. According to Canhoto, Clark, and Fennemore (2013), firms use social
media to identify the differences in characteristics between customers, to evaluate
segment attractiveness, and to develop a value proposition of the company’s offer that
IS superior to their competitors. This means the firms with the social media marketing
planning capability are able to use social media for such processes effectively. For
example, marketers can observe customers’ behaviors and interactions in real time to
segment the market through social media platforms, which is less time-consuming
than traditional approaches (Canhoto et al., 2013). Thus, it allows firm to segment the
market with up to date customer insights effectively.

2.5.3.5 Social Media Marketing Implementation Capability

Lastly, marketing implementation capability is defined by White,
Conant, and Echambadi (2003, p.115)as “the organization's competence in executing,
controlling, and evaluating its marketing strategy”. Santos-Vijande et al. (2012) view
marketing implementation capability as the firm’s ability to develop and control
commercial plans. In general, marketing implementation refers to the process that
turns marketing plans into actions, and the execution of strategy (Kotler, 2002).
Typically, effective marketing strategy implementation requires the ability to acquire,
and to coordinate the different resources (such as budget, human resources, and
technologies) as well as to deploy such resources effectively for implementing a
marketing strategy (Morgan et al., 2012). Further, effective marketing implementation
includes creating specific marketing programs appropriately as well as utilizing the
firm’s resources and capability to implement specific marketing tactics (Cespedes,
1991). In particular, this capability includes processes such as acquiring and
allocating marketing resources (Morgan et al., 2012), translating marketing strategies
into action aligned with marketing objectives, and monitoring and evaluating the
effectiveness of marketing program (Vorhies & Morgan, 2005).

Building on various perspectives, this study defines social media

marketing implementation capability as the ability of firms to translate social media
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marketing strategies into action by allocating firms’ resources effectively to achieve
social media marketing goals and to respond to a competitive environment. Also, this
capability includes the ability to evaluate the performance of social media marketing

initiatives, as well as the effectiveness of social media marketing execution.
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Figure 2.1 Social Media Marketing Capabilities

2.6 The Performance Outcomes Associated with Social Media Marketing

Capabilities

The firms’ performance associated with social media marketing capability can
be considered in various aspects. Recent e-marketing research emphasizes customer
relationship performance and organizational performance (Trainor et al., 2011) as
outcomes associated with firms’ capabilities. Additionally, Hooley et al. (2005)
propose the three outcomes consisting of customer performance, market performance
and financial performance. Vorhies and Morgan (2005) suggest that customer-related
performance, including customer satisfaction and customer loyalty, is regarded as one
dimension of firms’ performance. In addition, the study of Sasatanun and
Charoensukmongkol (2016) suggests the two performance outcomes related to social
media used in CRM are cost reduction and market expansion outcomes. Based on
prior literature, this study considers three aspects of performance outcomes associated

with social media marketing capability consisting of 1) customer relationship
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performance, and 2) market expansion. These two aspects of performance outcomes

subsequently link to 3) financial performance that firms achieve.

2.6.1 Customer Relationship Performance

Customer relationship performance represents how well the company creates
value for customers by increasing satisfaction, retention, and creating positive word of
mouth, as well as improving relationship quality (Wang, Po Lo, Chi, & Yang, 2004).
According to Trainor et al. (2011), customer relationship performance emphasizes
customer satisfaction and retention. Studies of customer relationship management
suggest that technological advances provide a greater firm’s greater opportunity to
interact with their customers (Ahearne, Jelinek, & Rapp, 2005; Coviello, Milley, &
Marcolin, 2001). Hooley et al. (2005) and Rapp, Trainor, and Agnihotri (2010) also
support the idea that marketing capability can enhance customer relationships, which
leads to customer satisfaction and customer loyalty. In particular, firms utilize social
media as a tool to improve and maintain relationships with their customers that
enhance customer loyalty and business value (Laroche, Habibi, & Richard, 2013;
Trainor et al., 2014). The social media literature suggests that social media adoption
provides opportunities to interact and communicate with customers, thus leading to
relationship development and increased sales (Nobre & Silva, 2014). As this study
conceptualizes social media marketing capability as a firm’s ability to use social
media platforms and its related technologies to support marketing functions to
facilitate interaction with customers, it is argued that firms that possess such
capability are likely to efficiently leverage and utilize the necessary information
gained from customer interaction through social media platforms to respond to
customer requirements, create rich interactions, and strengthen customer

relationships. Consequently, it leads to superior customer relationship performance.

2.6.2 Market Expansion Performance

Market expansion represents the increase in primary demand for products and
services “by converting non-customers into customers of firms, or by increasing the
usage rate of an industry’s existing customers” (Bang & Joshi, 2010, p.59), thereby
facilitating overall market growth (Walker, Mullins, & Larreche, 2006). According to
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Nelson and Winter (2009), market expansion leads to organizational growth. In
particular, market expansion growth can be reached by accessing a broader segment
of the current market, expanding customer base, and utilizing the firm’s technologies
to new markets, as well as expanding into international markets (Mishina, Pollock, &
Porac, 2004). According to Rodriguez, Ajjan, & Peterson (2016), the use of internet
technology in business can increase a firm’s ability to respond to and reach new
markets with lower cost. In this sense, social media as an internet-based technology
can provide such opportunities. This view is supported by Sasatanun and
Charoensukmongkol (2016) who suggest that social media use for CRM allows firms
to reach a new target customers quickly, since people now use social media in their
daily life. Furthermore, Lai (2011) argues that marketers can utilize; for example,
advertisements on Facebook (or Social Ads) to reach more targeted markets and
connect with Facebook users worldwide. Generally, social media is a tool associated
with online consumer-to-consumer interactions which are considered as a tool with
greater credibility and relevance for customers than other information sources created
by firms (Gruen, Osmonbekov, & Czaplewski, 2006; Muntinga, Moorman, & Smit,
2011). For this reason, customers who purchase a firm’s products are likely to
mention specific brands and spread product-related information in online
conversations, and thereby the message about the products and brands can be passed
on easily in their network (Kim & Ko, 2012; Lai, 2011; Vollmer & Precourt, 2008).
Additionally, Sgrensen and Shklovski (2011) argue that social media technology
allows firms to enhance the speed of market expansion as well as their ability to
connect to a broader range of customers. Consequently, firms are able to quickly
reach to new potential targeted markets (Overby & Min, 2001). In this respect, firms
with the social media marketing capability have greater opportunities to expand their

targeted market.

2.6.3 Financial Performance

Finally, financial performance represents “an organization’s achievement of
its economic goals” (Fang et al, 2014, p. 179). According to Slater and Narver (1994),
financial performance represents the economic value of the firm. Hunt and Morgan

(1996) suggest that financial performance of firms can be evaluated specifically from
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profits, return on assets, and return on equity. Prior studies argue that firms’
distinctive capabilities that convert their existing resources and capabilities into
business processes can enhance financial performance (Day, 1994) (Trainor et al.,
2011). The use social media as a tool for implementing marketing activities impacts
on financial performance by generating sales (Paniagua & Sapena, 2014). In addition,
social media marketing facilitates transaction and coordination cost reduction for
firms to build relationships with their customers (Agnihotri et al., 2016; Culnan et al.,
2010). In this sense, firms with high levels of social media marketing capability are

expected to demonstrate more satisfactory financial performance.
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2.7 Hypotheses Development

Regarding the relationship between social media marketing capability and
performance outcomes, the RBV is a theoretical foundation to explain that the
heterogeneity of firms’ resources and capabilities leads to heterogeneity in their
performance (Barney, 1991; Vorhies & Morgan, 2005). Social media marketing
capability is viewed as a marketing-specific capability, which relies on the integration
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of resources and resource deployment embedded in organizational process (Grewal &
Slotegraaf, 2007). Regarding the capability perspective of RVB, this marketing-
specific capability is viewed as a distinctive capability which is difficult to transfer to
competitors, thereby allowing firms to achieve competitive advantage (Grewal &
Slotegraaf, 2007). In this sense, firms that have stronger social media marketing
capability are able to utilize their social media marketing-related resources and
implement social media marketing activities more effectively than competitors
(Sirmon et al., 2007), thus leading to superior performance. Given this role of social
media marketing capability that is consistent with RBV, the hypotheses regarding the
linkage between each aspect of social media marketing capabilities and performance

outcomes are presented as follows:

2.7.1 Social Media Marketing Capabilities and Performance Outcomes

2.7.1.1 Market-sensing Capability

Regarding market-sensing capability, this study proposes that the level
of a firm’s market-sensing capability can be related to its customer relationship
performance and market expansion. The first outcome is customer relationship
performance. A firm high in market-sensing capability is able to recognize the market
opportunities before competitors, which leads to better chances to develop and offer
products or services served the customers’ need (Slater & Narver, 2000), thereby
satisfying customers and strengthening relationships with them (Jaworski, Kohli, &
Sahay, 2000). The firm with a high level of market-sensing capability is able to utilize
social media applications such as Facebook and Twitter effectively to acquire and
disseminate of customer, competitor, and market information (Trainor et al., 2014) as
well as to spot market opportunities by using information obtained from customer
online conversations and feedback via social media channels (Castronovo & Huang,
2012; Trainor et al., 2014). In this regard, firms with high levels of market-sensing
capability tend to access to customers, competitors, and market information easily,
thereby allowing them to learn more about their customers and competitors as well as
market trends (Slater & Narver, 2000). Thus, firms tend to create rich interactions,
communication, and responses to customer requirements, consequently leading to a

superior customer relationship performance (Trainor et al., 2014).
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Regarding the market expansion outcome, market-sensing capability
allows firms to understand customer behavior which in an untapped segment, thus
facilitating firm’s market expansion performance (Bang & Joshi, 2010). Further,
Morgan et al. (2009) argue that when a firm learns about a market-environment,
customers, and competitors, this is valuable information and knowledge for market
development because the firms with such capability tend to better recognize market
opportunities better than their competitors. Thus, these firms can provide products or
services to serve a new market segment (Slater & Narver, 2000). In this sense, firms
that possess such accumulated knowledge and have the ability to forecast and spot
market trends and opportunities, such as a new targeted market through online
communication from social media channels, tend to creates opportunities for
networking, and expand their market quickly and easily (Bolat et al., 2016). Thus, this
study proposes the following hypotheses:

Hypothesis la: Market-sensing capability positively associates with
customer relationship performance.

Hypothesis 1b: Market-sensing capability positively associates with
market expansion.

2.7.1.2 Customer-linking Capability

The second outside-in capability that is hypothesized to have
association with customer relationship performance and market expansion is
customer-linking capability. Regarding the customer relationship performance
outcome, firms with a high level of customer-linking capability are able to identify
customer needs, as well as to build and to maintain customer relationships (Chahal &
Kaur, 2014; Day, 1994; Hooley et al., 2005; Theoharakis et al., 2009). According to
prior literature, customer-linking capability facilitates strong relationship development
and maintains relationships between firms and customers (Hooley et al., 2005).
Through the strong relationships, the propensity of customers to leave the relationship
can be reduced (Hooley et al., 2005; Morgan & Hunt, 1994). This view is supported
by Rapp et al. (2010) who find that firms’ customer relationship performance can be
enhanced by the development of customer-linking capability. In addition, Trainor et
al. (2011) argue that such capability allows firm to leverage information obtained

from customers more effectively in order to interact with the customers better. From
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this logic, the firm that effectively and appropriately uses social media platforms to
identify customer needs and also interact with their customers to build and maintain
relationships is likely to connect the firm to customers more closely, and thus achieve
higher  levels of customer relationship  performance (Sasatanun &
Charoensukmongkol, 2016; Trainor et al., 2014).

Additionally, customer-linking capability can enhance market
expansion. Given that the effective social media use for identifying customer needs
and building strong relationships with customers, firms can reach a new market
through its existing customer’ network (Kietzmann et al., 2011; Serensen &
Shklovski, 2011). Through the closed relationship between the firm and its customers,
customers are likely to spread brand-related information to their friends and peers in
social networks, who can be expected to become a new potential targeted market,
thereby allowing the firm to expand to a new market (Kim & Ko, 2012; Vollmer &
Precourt, 2008). Therefore, this study posits the following hypotheses:

Hypothesis 2a: Customer-linking capability positively associates with
customer relationship performance.

Hypothesis 2b: Customer-linking capability positively associates with
market expansion.

2.7.1.3 Channel-bonding Capability

The third outside-in capability is channel bonding. As channel-bonding
capability represents the ability of firms to connect and leverage resources and
capabilities with their channel members (Day, 1994; Mu, 2015), it allows firms to
access a diverse resources and specialized skills as well as customer and market
information, thus creating customer value (Hoang & Rothaermel, 2010; Mu & Di
Benedetto, 2012). With this logic, a firm that has the ability to use social media
platforms appropriately to interact and create interpersonal communications with their
channel members, tends to strengthen relationships and build trust that leads to a high
level of coordination and closed communication with lower cost (Swani, Brown, &
Milne, 2014), thus leading to the effective delivery of their products and services to
their ultimate customers. As a result, this enhances customer relationships, customer

satisfaction and customer loyalty.
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Regarding the market expansion outcome, a firm’s channel-bonding
capability allows it to access and exchange market and customer information with
network partners (Dyer and Singh,1998; Hoang and Rothaermel, 2010; Mu and Di
Benedetto, 2012), thus leading to the firm’s opportunities to tap new markets. In
particular, a firm with ability to use social media to communicate and connect with
their channel members (such as their channel members within the supply chain) is
able to build strong collaborative relationships and to manage their channels
effectively. According to (Gulati, 1995), the information about a firm’ s competencies
and reliability over time can be shared through their partner’s network. When the firm
can connect with their partner networks, this allows it to expand to new markets
easily. Based on this discussion, the author proposes the following hypotheses:

Hypothesis 3a: Channel-bonding capability positively associates with
customer relationship performance.

Hypothesis 3b: Channel-bonding capability positively associates with
market expansion.

2.7.1.4 Technology Development Capability

Prior research suggests that technology allows firms to interact and
connect with customers effectively, which generates customer satisfaction and
relationship development (Ahearne et al., 2005; Coviello et al., 2001; Jayachandran,
Sharma, Kaufman, & Raman, 2005; Wu, Mahajan, & Balasubramanian, 2003).
Through technology development, and especially social media technology, the
communication process and quality of interaction can be improved, and also it
increases information sharing; thus f an effective interface with customers is
facilitated (Trainor et al., 2011; Wu et al., 2003). Based on this logic, the firms with
high levels of ability to identify social media-related technology needs and able to
improve or create new social media technologies to support business processes, are
able to interact with their customers effectively (Trainor et al., 2011). Consequently,
customer satisfaction and customer relationship development are enabled. As social
media technology facilitates firms to expand their markets easily (Lai, 2011), the firm
possessing technology development capability tends to develop an effective social
media technology that can access widely a new market. From this logic, the author

hypothesizes:
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Hypothesis 4a: Technology development capability positively
associates with customer relationship performance.

Hypothesis 4b: Technology development capability positively
associates with market expansion.

2.7.1.5 Human Resource Development Capability

Since employees as a firm’s human resources play a major role in
delivering value for customers (Heskett & Schlesinger, 1994; Puyod &
Charoensukmongkol, 2019; Sergeant & Frenkel, 2000; Suthatorn &
Charoensukmongkol, 2018), a firm’s employee development capability, such as
providing social media related training courses, facilitates a higher level of knowledge
and skills among employees, which help them to work more effectively and
productively on their social media marketing-related tasks. This leads to meeting
customer needs better, and tends to enhance customer satisfaction (Day, 1994),
thereby achieving superior customer relationship performance. Further, when the firm
can strengthen its employees’ social media marketing-related skills and knowledge
that provides the firm with opportunities to reach a new market. The reason is that if
employees have better knowledge and skills in using social media platforms to
disseminate information about the firm or its products, and to interact with customers
as well as to connect with the customer or social media users, such information is
likely to expand to social media users who may be the potential new market. Another
aspect of employee development capability is about the extent to which management
empowers their employees to make decisions about the tasks for which they are
responsible (Orr et al., 2011). This allows employees to initiate new creative ideas
which are able to reach the new targeted market quickly. Thus, this study
hypothesizes:

Hypothesis 5a: Human resource development capability positively
associates with customer relationship performance.

Hypothesis 5b: Human resource development capability positively
associates with market expansion.

2.7.1.6 Pricing Capability

Based on the explanation of pricing capability in the previous section, a
firm possessing strong pricing capability is able to understand the impact of a
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product’s price on customer value perceptions (Davey et al., 1998). Generally,
customer value perceptions involve a trade-off between the quality or benefits they
receive from the products and what they sacrifice, such as price (Wang et al., 2004).
In particular, the price of products and services is closely linked to customer value
perception, which in turn impacts on customer satisfaction and customer loyalty
(Fornell, Johnson, Anderson, Cha, & Bryant, 1996). Therefore, loyal customers are
expected to build and maintain relationships with a firm (Wang et al., 2004). From
this logic, firms with strong ability to utilize social media technology effectively to
monitor competitors’ movement on pricing strategy and customer value perceptions
about product prices and pricing strategy are able to develop pricing strategies
appropriately, as well as to communicate price changes to customers quickly through
social media platforms (Morgan et al., 2012; Schweidel & Moe, 2014). In this regard,
a firm’s appropriate pricing strategy impacts on customer value perception, which
can enhance customer satisfaction and customer loyalty (Fornell et al., 1996).
Subsequently, this can enhance the customer relationship performance. Further,
satisfied and loyal customers are likely to share positive information on the firm and
its products (Wang et al., 2004) through social media channels which allows the firm
to reach a broader segment and expand their market. Based on the discussion, the
following hypotheses can be proposed:

Hypothesis 6a: Product development capability positively associates
with customer relationship performance.

Hypothesis 6b: Product development capability positively associates
with market expansion.

2.7.1.7 Product Development Capability

As mentioned in the previous section, product development capability
in the social media marketing context represents the ability of firms to use social
media to acquire and gather customer insights and market information to develop new
products designed to serve customers’ needs or to improve existing products, and to
conduct new product development processes. When firms have a high level of ability
to use social media applications as marketing tools to gather customer insights in term
of their interests and personalities, firms are likely to initiate new product ideas that

serve their targets' needs (Tuten & Solomon, 2013). Experiences from product usage
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can lead to customer value from products’ utilities, and quality, thus leading to
customer satisfaction, as well as a tendency for customers to be loyal and repeat the
purchase of the products (Wang et al., 2004). Additionally, new markets can be
created through innovation and the introduction of new products by gathering
customer insights and utilizing information from social media (Lagrosen, 2005).
Furthermore, customers who are satisfied with a firm’s products and services tend to
spread positive word of mouth among their networks (Wang et al., 2004) which lead
to market expansion outcome (Lagrosen, 2005). Thus, this study posits the following
hypotheses:

Hypothesis 7a: Product development capability positively associates
with customer relationship performance.

Hypothesis 7b: Product development capability positively associates
with market expansion.

2.7.1.8 Social Media Marketing Communication Capability

As social media offers firms various ways to communicate with and
reach their customers, firms needs to utilize social media channels appropriately,
which can attract customers and influence their behavior, subsequently impacting on
relationships with customers (Hennig-Thurau et al., 2010). According to (Gunelius,
2011), communication through social media channels is an efficient way to share
information and change customer’ perceptions of products, brands and companies. In
line with the characteristics of social media platforms, consumers can share their
interests in their favorite brands via social media channels such as Twitter, YouTube,
and Facebook (Mathwick, Wiertz, & De Ruyter, 2007). Through social media
platforms, firms can also provide special discounts exclusively to individual
customers to make them feel special (Gunelius, 2011). In this regard, social media
marketing communication capability is expected to influence customer relationship
performance positively. Apart from the customer relationship outcome, such
capability is associated with the market expansion outcome. When the firms have the
ability to utilize social media channels to manage customer value perceptions by
producing positive customer perceptions of firms’ products and services, this leads to
a positive and differentiated brand image (Gunelius, 2011). As a result, it allows firms

to expand to a new segment of customers through online conversations. Furthermore,
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firms can utilize social media platforms to differentiate their image to different groups
of customers (Sasatanun & Charoensukmongkol, 2016), for example, those who have
different lifestyles and interests through appropriate social media channels. Thus, it
can be hypothesized that

Hypothesis 8a: Social media marketing communication capability
positively associates with customer relationship performance.

Hypothesis 8b: Social media marketing communication capability
positively associates with market expansion.

2.7.1.9 Social Media Marketing Planning Capability

As mentioned in the previous section, when firms have high levels of
social media marketing planning capability, they are able to develop social media
marketing strategies that fit with the market environment, and appropriately allocate
marketing resources for social media marketing programs (Morgan et al., 2003;
Slotegraaf & Dickson, 2004). When firms are able to develop social media strategies
that fit to the market environment with appropriate marketing resources, it is likely to
produce more effective interactions between firms and customers, and ultimately a
positive impact on customer satisfaction and relationship performance. In addition,
this capability includes the ability to utilize social media for effective market
segmentation, market targeting, and market positioning. With such capability, firms
are able to identify the different characteristics of customers, to evaluate segment
attractiveness by observing customers’ behavior and interactions in real time to
segment the market through social media platforms, which is less time-consuming
than competitors and obtain up-to-date customer insights (Canhoto et al., 2013). From
these aspects, it allows firms to identify opportunities to expand and to reach new
markets easily, thereby leading to the market expansion outcomes. With this logic, the
author hypothesizes.

Hypothesis 9a: Social media marketing planning capability positively
associates with customer relationship performance.

Hypothesis 9b: Social media marketing planning capability positively
associates with market expansion.

2.7.1.10 Social Media Marketing Implementation Capability
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Based on (Day, 1994) and (Menon et al., 1999), this study views social
media marketing implementation capability as being associated with the ability to turn
social media marketing plans into actions, as well as to deploy firms’ resources
effectively in alignment with social media marketing formulation decisions. Further,
this capability involves an adaptive mechanism which allows firms to make
adjustments on marketing program execution as well as to deploy resources
appropriately during marketing strategy implementation when unanticipated
constraints and opportunities as well as changes occur (O'Cass et al., 2012; Slotegraaf
& Dickson, 2004; Sterling, 2003). This view is supported by the study of (O'Cass et
al., 2012) which found that marketing implementation capability influenced customer-
centric performance, such as customer attraction and customer retention. Based on
prior marketing literature, such capability facilitates value added to firms’ products
and services (Day, 1994; Vorhies & Morgan, 2005; Weerawardena & O'Cass, 2004)
as well as product and service differentiation (Kotabe, Srinivasan, & Aulakh, 2002),
thereby allowing firms to attract and retain their customers (O'Cass et al., 2012). In
this regard, firms with strong social media marketing implementation capability are
expected to have higher levels of customer relationship performance. In addition to
customer-related performance, when firms have high levels of such capability, they
haves an opportunity to expand to new targeted markets.

Hypothesis 10a: Social media marketing implementation capability
positively associates with customer relationship performance.

Hypothesis 10b: Social media marketing implementation capability

positively associates with market expansion.

2.7.2 The Relationship between Customer Relationship Performance,
Market Expansion, and Financial Performance

In addition to the positive link between social media marketing capability in

customer relationship performance and market expansion outcomes, it is also

suggested that these two outcomes are expected to be associated with financial

performance. In e-marketing capability literature, there exists the relationship between

customer relationship performance and organizational performance (Trainor et al.,

2011). Marketing literatures indicates that firms’ revenue and profit are achieved
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when they build, maintain, and enhance relationships with customers (Trainor et al.,
2011). Moreover, customer satisfaction and loyalty can be used as critical indicators
of sales growth in the future (Ahearne et al., 2005; Day & Wensley, 1988). According
to (Hogan et al., 2002), increases in revenue can be enabled by a high levels of
customer satisfaction and retention, since customer satisfaction creates positive word-
of-mouth communications that lead to profitability. Additionally, customers become
loyal and stay with firms when they are more satisfied with the products or services
that the company offers. Thus, firms are likely to have lower costs incurred by
creating promotional tools for encouraging customer repeat purchases and reducing
customer complaints, and thereby gain higher market share (Szymanski & Henard,
2001). Accordingly, (Rodriguez, Ajjan, & Peterson, 2016) extend this view that social
media usage has an impact on outcome performance through relationship
performance. Based on past research, it can be argued that firms with higher levels of
customer satisfaction will achieve better financial performance. In addition, the
market expansion outcome is expected to influence financial performance (Bang &
Joshi, 2010; Banker, Mashruwala, & Tripathy, 2014; Mishina et al., 2004). Through
social media channels, firms that are able to expand their market are likely to generate
more revenue with lower cost, thereby enhancing their financial performance (Bang &
Joshi, 2010; Banker et al., 2014; Mishina et al., 2004). In particular, the outcomes that
are associated with effective social media implementation, consequently, are related
to the financial performance that firms achieve. This view is supported by e-
marketing literature, which found a positive relationship between e-marketing
capabilities and firm performance, such as revenue generation and cost reduction
(Rust, Moorman, & Dickson, 2002). Thus, this paper posits that:

Hypothesis 11 Customer relationship performance is positively associated
with financial performance.

Hypothesis 12 Market expansion is positively associated with financial

performance.
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CHAPTER 3

METHODOLOGY

This chapter explains the methodology employed to test the hypotheses
proposed in this study. In the following section, the research context, sample
selection, data collection, questionnaire development, measurements, and estimation

method will be discussed.

3.1 Research Context

This study concerned with firms that apply social media marketing in their
businesses. In particular, Thailand is selected as the context of this study. Electronic
Transactions Development Agency (ETDA) (2016) reported that Thai people rely
greatly on internet, spending approximately 45 hours online per week. At the end of
2016, Thailand’s internet users reached 43 million, an increase of approximately 65%
from 2013 (Office of the National Broadcasting and Telecommunication Commission,

2016). Information about the upward trend of internet usage is showed in Figure 3.1.
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Figure 3.1 Thailand Internet Users 2013-2016
Source: Office of the National Broadcasting and Telecommunication Commission
(2016)
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Electronic Transactions Development Agency (ETDA) (2016) reported that
communication via social media has become the most popular activity, accounting for
96.1% of Thai internet use. In particular, users spend a lot of time creating and,
sharing content, and they connect with brands through online channels (TNS, 2017).
As of January 2017, Thailand has around 46 million active social media users
increasing by approximately 21% from January 2016, which represents about 67% of
the population (Statista, 2017). Thailand has been ranked seventh globally in terms of
social media usage penetration (Statista, 2017). The top ten social media penetration
countries are presented in Figure 3.2. According to Leesa-Nguansuk (2016), Thailand
has users of Facebook, LINE, YouTube, Instagram, and Twitter of around 46, 33, 16,
7.8, and 5.3 million users, respectively. Regarding the number of Facebook users,
Thailand ranks eighth in the world and third in Southeast Asia as of July 2017 (Leesa-
Nguansuk, 2016; Statista, 2017). As of the fourth quarter of 2016, Facebook was the
most popular social media platform in Thailand followed by YouTube, and LINE
accounting for 65%, 64%, and 53% respectively of the population (Statista, 2017).
The percentage of total active social media users by social media platforms are

presented in Figure 3.3.
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Figure 3.2 Top Ten Social Media Penetration as of January, 2017 by Country
Source: Statista (2017)
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Figure 3.3 Most Active Social Media Platforms
Source: Statista (2017)

In particular, Thailand has become the regional leader in the use of social
media by business and potential online markets due to the growth of internet users
(Electronic Transactions Development Agency (ETDA), 2016) as well as the
availability of internet infrastructure such as fourth-generation (4G) high-speed
wireless broadband. In addition, Thailand is regarded as having the highest growth in
social commerce markets though social media channels, especially on Facebook and
Instagram (based on comparison with other regional markets) (Banchongduang,
2016).

With the increasing social media activities of Thai consumers, businesses in
various sectors spend heavily on social media for their marketing activities (Leesa-
Nguansuk, 2016). According to Digital Advertising Association of Thailand (2017),
digital advertising spending is growing substantially due to spending on social media
platforms. Facebook has the highest contribution of digital advertising spending,
followed by YouTube, accounting for 29% and 16% of total digital advertising
respectively (Digital Advertising Association of Thailand, 2017). Furthermore,
Electronic Transactions Development Agency (ETDA) (2017) reported that total e-
commerce market in Thailand in 2015 of business whose asset value are less than 50

million baht mostly rely on social media channels especially for retailing and
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wholesales sectors, as illustrated in Figure 3.4. For these reasons, Thailand is regarded

as an appropriate context for this study.
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Figure 3.4 E-commerce Value (Million Baht) by Sectors Classified by Online
Channels*

Source: Electronic Transactions Development Agency (ETDA) (2017)

Note: *The e-commerce value is from business which are no more than 50 million

baht of asset.

3.2 Sample Selection

The population of this study is Thai firms that utilize social media as a tool for
their marketing activities. However, official lists of these firms in Thailand are not
available. For this reason, this study used ‘“non-probability sampling” for data
collection. According to (Etikan, Musa, & Alkassim, 2016), non-probability sampling
is a sampling technique in which samples are selected in a process such that the
population do not have equal chances of being included, or included with unknown
probabilities. Further, non-probability sampling is used in the situation in which the
population of the study is not defined (Etikan et al., 2016). The sampling frame of this

study is firms’ representatives or entrepreneurs who attended seminars and training
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courses related to online business and e-commerce organized by the Ministry of
Commerce. Convenience sampling was used to obtain the sample. As this study
focuses on the social media marketing capability of firms, the sample will be pre-
screened to ensure that they actually utilize social media channels for their marketing
activities. The term “social media” describes web-based foundation applications
consisting of Facebook, Instagram, LINE, Twitter, YouTube, Google+, LinkedIn, and
other similar-platforms associated with social interaction (Guesalaga, 2016). The
firms that apply at least one social media platform for their marketing activities are

qualified to be included in the sample in data collection.

3.3 Data Collection Method

A self-administered questionnaire survey method is chosen for the data
collection method. The reason is that questionnaire surveys allow researchers to
collect a large number of respondents in a short period of time (Bryman & Bell,
2015). The data collection is anonymous so as to encourage respondents to respond
truthfully to the questionnaires (Bryman & Bell, 2015). Each questionnaire will be
sent to the key person who is responsible for, involves, or makes decisions about
social media marketing activities (such as business owners, marketing managers,
brand managers, marketing officers, and marketing related tasks) of each firm. By
targeting the key person from a strategic viewpoint, they are the person who has
influence on the key strategic decision of the firm (Shortell & Zajac, 1990).

Regarding the questionnaire development process, all scales questions are
based on the existing scales which have been tested in term of reliability and validity
(Bulmer, Hyman, & Lamb, 2006). In addition the original scale questions that were
initially developed in the English language will be translated to the Thai language,
and then will be translated back to English in order to ensure the validity of the
constructs (Brislin, 1970). Before conducting a pilot test, the initial questions were
sent to five social media marketing experts with experience of social media marketing
to review the appropriateness of the scale items. The results showed that there are a
few ambiguous words in questions that were modified to be more understandable.

Additionally, a pilot test will be conducted with 10 firms and then questionnaires will
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be revised based on their feedback to ensure the validity of the content (Bulmer et al.,
2006; Nguyen, Yu, Melewar, & Chen, 2015).

3.4 Measurement

The questionnaire items operationalizing each construct were developed by
adapting the measurement based on existing marketing studies. To confirm the
content validity of the scales, the initial questions were sent to social media marketing
experts who had experience with social media marketing to review the
appropriateness of items. Then, the pre-test will be conducted with a small group of
respondents for a pilot test (Clark & Watson, 1995). As the scales of social media
marketing capability have not been available in existing research, the questionnaires
were pre-tested by 100 firms’ representatives to ensure that the question items will be
more understandable in the context of this study. The measurements of each social
media marketing capabilities construct will be discussed in detail as the following:

3.4.1 Market-sensing Capability
The measurement of market-sensing capability was adapted from Fang et al.
(2014) and Neil A Morgan, Slotegraaf, and Vorhies (2009). The scales consist of four
items. Respondents will be asked to assess to what extent they agree or disagree with
the following social media marketing activities implemented by their firm.
1) We can track competitors’ strategies and tactics using social media.
2) We can learn the macro-market environment using social media.
3) We can identify and understand market trends by using social
media.
4) We learn customer needs and requirements by using social media
All items will be rated on five-point Likert scales ranging from 1 (Strongly
Disagree) to 5 (Strongly Agree).

3.4.2 Customer-linking Capability
This study measures customer-linking capability using four items adapted to
the social media marketing capabilities context from the study of Fang et al. (2014).
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Respondents will be asked to assess the firm's ability to use social media to connect
with and enhance current relationships with customers in the following aspects:

1) We are good at maintaining and enhancing relationships with
customers by using social media

2) We have a strong relationship with key target customers by using
social media.

3) We are good at using social media for understanding what
customers need and require.

4) We are good at establishing relationships with customers by using
social media platforms.

All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.3 Channel-bonding Capability
The measurement of channel-bonding capability was adapted from (Mu,
2015). The scales consist of five items. Respondents will be asked to assess the firm's
ability to use social media for the following social media marketing activities
implemented by their firm.
1) We are quite accessible to partners through social media when needs
arise.
2) We use social media channel to find the right business partners (e.g.,
distributors, retailers).
3) We can dynamically adjust our relationships with partners over time
via social media channels.
4) We can effectively use social media to coordinate and orchestrate
our network.
5) We can effectively use social media to mobilize partner resources to
create value for customers.
All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.4 Technology Development Capability
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The measurement of the technology development capability construct was
developed by adapting six items to the social media context from (Zhou & Wu, 2010).
Regarding items used to measure this construct, respondents will be asked to assess to
what extent they agree or disagree with the following activities implemented by their
firm.

1) We can acquire important social media and its related technology.

2) We can identify the opportunities from social media and its related
technology.

3) We can identify new social media and its related technology needs.

4) We can respond to social media changes and its related technology.

5) We can master state-of-art social media and its related technology.

6) We can develop, maintain, modify, and improve social media and its
related technology.

All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.5 Human Resource Development Capability
The measurement of the human resource development capability construct
was developed by adapting five items to the social media context from (Orr et al.,
2011). Respondents will be asked to assess to what extent they agree or disagree with
the following activities implemented by their firm.
1) We routinely provide employees with opportunities for training in
social media marketing-related area.
2) We systematically provide employees with regular feedback about
their social media marketing performance.
3) We provide regular opportunities for developing employee skills to
perform social media marketing tasks.
4) We regularly reward social media marketing performance as a
means of increasing employee motivation.
5) We regularly empower employees to make decisions about their
social media marketing tasks.

All items will be rated on five-point Likert scales ranging from 1 (Strongly
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Disagree) to 5 (Strongly Agree).

3.4.6 Pricing Capability
Pricing capability was operationalized using an adapted scale consisting of
five items from Murray et al. (2011) and Vorhies and Morgan (2005). Respondents
will be asked to assess to what extent they agree or disagree with the following social
media marketing activities implemented by their firm.
1) We can respond quickly to competitors’ pricing tactics by using
social platforms.
2) We can price the products and services by using social media
technologies to respond quickly to any customer change.
3) We can communicate pricing structures and levels quickly to
customers by using social media.
4) We can monitor competitors’ prices and price changes by using
social media.
5) We can effectively use social media for pricing products/services.
All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.7 Product Development Capability
The measurement of product development capability was measured by five
questions. These questions are adapted to the social media context based on Chahal
and Kaur (2014); Murray et al. (2011); Vorhies and Morgan (2005); Weerawardena
(2003). Respondents will be asked to assess to what extent they agree or disagree with
the following social media marketing activities implemented by their firm.
1) We can speedily develop new products/services by using social
media.
2) We can speedily introduce new products by using social media.
3) We manage overall new product development systems by using
social media.
4) We successfully launch new products by using social media.
5) We can develop products/services responsively to customer needs
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by using social media.
All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.8 Social Media Marketing Communication Capability

Social Media Marketing communication capability was measured using four
scale items modified from Murray et al. (2011) and Vorhies and Morgan (2005).
Respondents will be asked to assess to what extent they agree or disagree with the
following social media marketing activities implemented by their firm.

1) We skillfully use social media for marketing communications

programs.

2) We use social media marketing communication skills and processes
well.

3) We effectively manage social media marketing communication
programs.

4) We effectively manage corporate image and reputation by using
social media.

All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.9 Social Media Marketing Planning Capability

Regarding the scales of social media marketing planning capability construct,
this study was developed by adapting the five items for each construct from Vorhies
and Morgan (2005). Respondents will be asked to assess to what extent they agree or

disagree with the following social media marketing activities implemented by their

firm.

1) We have superior social media marketing planning skills.

2) We can set clear social media marketing goals.

3) We can develop creative social media marketing strategies.

4) We can segment and target the market effectively using social
media.

5) We have thorough social media marketing planning processes.
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All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.10 Social Media Marketing Implementation Capability
The scales of social media marketing implementation capability constructs
were developed by adapting the five items from Vorhies and Morgan (2005).
Respondents will be asked to assess to what extent they agree or disagree with the
following social media marketing activities implemented by their firm.
1) We can allocate social media marketing resources effectively.
2) We can effectively deliver social media marketing programs.
3) We can translate social media marketing strategies into action
effectively.
4) We can quickly execute social media marketing strategies.
5) We can monitor social media marketing performance.
All items will be rated on five-point Likert scales ranging from 1 (Strongly

Disagree) to 5 (Strongly Agree).

3.4.11 Customer Relationship Performance
Customer relationship performance was measured using scales items adapted
from existing literature (Trainor et al., 2014; Trainor et al., 2011; Wang et al., 2004).
The measurement of this construct reflecting the outcome from social media
marketing capability includes five items. Respondents will be asked to assess the
extent to which their social media marketing activities tend to result in five outcomes
including:
1) Our new customers tend to stay with our company.
2) Our customers are very loyal to our firm.
3) Our customers are satisfied with our company.
4) The offerings from our company always meet customer expectation.
5) Even with more choices, our customers will not choose other
brands/offerings.
All items will be rated on five-point Likert scales ranging from 1 (very little)
to 5 (very much).
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3.4.12 Market Expansion
The market expansion outcome was measured by the four items from
Sasatanun and Charoensukmongkol (2016). Respondents will be asked to assess the
extent to which their social media marketing activities tend to result in four outcomes
including:
1) Our business can expand its customer base
2) Our business can access new target groups
3) The expansion of our business customer base is satisfactory
4) Our business can penetrate new groups of customers efficiently.
All items will be rated on five-point Likert scales ranging from 1 (very little)
to 5 (very much).

3.4.13 Financial Performance

Financial performance of this study was measured by subjective measures in
terms of satisfaction. In particular, measuring the objective financial performance
figures of firms in emerging countries is difficult to obtain (Calantone, Kim, Schmidt,
& Cavusgil, 2006; Hashai, 2011). The reason is that objective performance figures are
sensitive information which firms in these countries may be unwilling to disclose
(Rehg, Gundlach, & Grigorian, 2012). Scholars have argued that subjective
measurement can be used to represent objective performances (De Mel, McKenzie, &
Woodruff, 2009; Shoham, 1998). The evidence from previous studies has found a
high correlation between subjective and objective measures of firms’ performance
(Brouthers, Nakos, Hadjimarcou, & Brouthers, 2009; Dunning, 2000), thereby the
subjective approach has been widely used in prior research (Calantone et al., 2006;
Charoensukmongkol, 2019; Hashai, 2011; Moorman & Slotegraaf, 1999; Sasatanun &
Charoensukmongkol, 2016; Tanchaitranon & Charoensukmongkol, 2016; Trainor et
al., 2014; Trainor et al., 2011; Venkatraman & Ramanujam, 1986). Given the
limitation of obtaining objective financial performance and reliability of subjective
performance measurement, using the subjective financial performance measure is
more appropriate than the objective approach in this study. This study uses selected
scales items based on the study of Sasatanun and Charoensukmongkol (2016) and
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Trainor et al. (2011) to measure firms’ financial performance using performance
satisfaction. The respondents will be asked to indicate to what extent they are satisfied
with five aspects of performance:

1) Sales volume

2) Sales growth

3) Profit

4) Profit growth

5) Return on investment

All items will be rated on five-point Likert scales ranging from 1 (very

dissatisfied) to 5 (very satisfied).

3.5 Control Variable

This study includes four control variables that might affect customer
relationship performance, market expansion, and financial performance in the

analysis. The control variables will be presented as the following.

3.5.1 Firm Size

The firm size is selected as a control variable in this research because smaller
firms tend to have more flexible organizational structures and business processes than
large firms (Daniel & Grimshaw, 2002; Zhu & Kraemer, 2005). On the other hand,
larger firms may put more resources such as human resources R&D, and financial
resource into their business activities than small firms (Ettlie & Rubenstein, 1987).
With greater resources, larger firms are likely to invest more in marketing activities
(Laforet, 2008) as well as have more developed market positions than smaller firms
(Mishina et al., 2004). Given the advantage of greater resources and better market
position, larger firms are able to spend more on marketing activities than smaller
firms (Ettlie & Rubenstein, 1987; Nguyen et al., 2015), thereby leading to outcomes
such as sales volume and profitability, and consequently better overall performance.
Firm size is measured by the number of full-time employees (Charoensukmongkol &
Sasatanun, 2017).
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3.5.2 Firm Age

Firm age is included in the analysis as a control variable since it might affect
the performance in this study. The reason is that younger firms tend to have less
knowledge about customers and markets than older ones (Lippman & Rumelt, 1982)
as well as less reliability due to their newness. Additionally, Agarwal and Gort (2002)
suggested that learning about business practices developed with the age of the firm.
Hence, older firms tend to have greater opportunities to develop their business
practices and pursue different strategies effectively than younger firms (Mishina et al.,
2004), thereby affecting to firm’s performance. Firm age will be measured by the

number of years the firm has been established.

3.5.3 Social Media Marketing Experience

The accumulated knowledge and experience of social media marketing
practices, allows firms to understand customers and other social media user insights
(Camison & Villar-Lopez, 2012; Kiron, Palmer, Phillips, & Kruschwitz, 2012; Mahr
& Lievens, 2012; Real, Roldan, & Leal, 2014). In this sense, the firms that have
longer experience using social media marketing are more familiar with social media
technology and online customer behavior; thus, such firms may achieve greater
performance than others. This variable is measured by asking the number of years that

the firm has been using social media platforms for their marketing activities.

3.5.4 Collaborating Physical Store with Social Media Channels

This research also controls whether firms that sell on social media also have a
physical store. The reason is that firms that have both physical and online stores are
more likely to be trusted by customers than firms that only sell on social media
(Business Insider Intelligence, 2017). To measure this factor, this study uses a dummy
variable. A firm which combines a physical store with social media channels will be

coded as 1 and those without a physical store will be coded as 0.
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3.6 Estimation Method

To test the hypotheses, the statistical technique Partial Least Squares (PLS)
regression will be used for data analysis. PLS is appropriate for the analysis of this
study due to data characteristics (Hair, Black, Babin, & Anderson, 2011). Firstly, PLS
requires a smaller sample size than other SEM techniques (Hair et al., 2011). This
means that a large amount of data is not required to apply PLS. Secondly, PLS
requires fewer statistical specifications than the covariance-based strategy since it
does not require normally distributed data (Gefen, Straub, & Boudreau, 2000; Hair et
al.,, 2011). Also, this technique allows the testing of multiple hypotheses
simultaneously (Hair et al., 2011). Therefore, PLS is an appropriate analysis
technique for this study. Further, WarpPLS will be used as a software to perform PLS
regression. (Hair et al., 2011)



CHAPTER 4

RESULT

This chapter starts by reporting the characteristics of the data, including the

demographic characteristics of the samples. Next, information regarding how the data

was prepared and analyzed is presented, and lastly the results from the hypothesis

testing are given.

4.1 Data

Data were collected from entrepreneurs who attended seminar and training
courses organized by the Ministry of Commerce. To ensure that the sample was valid,
they were pre-screened by being asked whether they sell products through at least one
social media channel or use social media as a marketing tool. Respondents were asked
to answer, “Have your business applied social media ( such as Facebook, Line,
Instagram, Twitter, Blog, YouTube, etc.) for marketing program?”. Only firms
indicating “Yes” meaning that perform these activities in social media were selected.
A total of 736 entrepreneurs qualified. The samples are from a broad spectrum of
industries located in Thailand. A self-administered guestionnaire survey method was
used for data collection. Respondents completed the questionnaire during the training

recess and returned the questionnaire back after the training was complete. The paper

questionnaires distributed included information about the researcher and the
objectives of the study. Data collection, conducted on voluntarily basis, was

anonymous, questionnaires were distributed and returned to the researcher in person.

Data collection was conducted from May 1% to June 30", 2018. Of the 736

questionnaires distributed, 400 usable questionnaires were returned at 54.35 percent
response rate. The check for missing data was conducted since some questionnaires
were incompletely filled. In this study, missing data are lower than 10 % of the total

number of question items. Little and Rubin (2002) suggested that if the missing data
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is less than 10 percent for any single variable, the column means of each column can
be used to replace the missing data. Therefore, this research replaces the missing data

by using the column mean.

4.2 Descriptive Statistics

Descriptive statistics about firm characteristics are shown in Table 4.1. The
firms in the sample had a mean operating existence of 11.03 years (standard deviation
= 13.50 years) ranging from 0.3 to 75 years. Firm size ranged from 1 to 5,000
employees with a means of 89 employees (standard deviation = 404.67 employees).

The firms’ social media marketing experience ranged from 0 to 12 years with a means

of 3 years (standard deviation =2.29 years).

Table 4.1 Firm Age, Size and Social Media Marketing Experience

Min Max Mean Standard
deviation
Firm Age (years) 03 75 11.03 1350
Firm Size 1 5,000 89.27 404.67
(number of full-time employees)
Social media marketing 0 12 2.99 229

experience (years)

Of the firms in the sample, 41.25% have sold their products through e-
marketplace channels such as Lazada.com, Shopee, Tarad.com, and 24 shopping,
while 58.25% have not sold their product through this channel. This information is

shown in Table 4.2. In term of the presence of a physical store, 51% of firms in the

samples have physical store, while 46.75% of them have no physical store. This

information is shown in Table 4.3.
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Table 4.2 Firms’ Product/Service Offering Channels

Frequency Percentage
Offer productservice through e-marketplace 165 4125
Does not offer productservice through e- 233 5825
marketplace
Missing data 2 050
Table 4.3 Presence of a Physical Store

Frequency Percentage
Collaborating physical store with social media 204 51.00
No physical store 187 46.75
Missing data 9 2.25

In terms of business sectors, the majority of firms in the sample are wholesale
and retail businesses, which account for 44.50% of the total sample. Furthermore, the

firms which are from the service and manufacturing sector are 30.50% and 22.75% ,
respectively. This information is shown in Table 4.4. For types of business

registration, the majority of firms in the samples are established as limited companies

52%, followed by individual owners, ordinary; registered ordinary; limited
partnerships, and public limited companies at 38.50, 7.50, and 1.75, respectively. This

information about business registration is shown in Table 4.5.

Table 4.4 Firms’ Business Sectors

Frequency Percentage

Manufacturing 91 22.75
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Frequency Percentage
Service and Restaurant 122 3050
Wholesale and Retail 178 4450
Others 9 225
Table 4.5 Firms’ Registration Forms

Frequency Percentage

Business with individual owners 154 3850
Ordinary/ Registered ordinary/ Limited partnership 30 750
Limited company 208 5200
Public limited company 7 175
Missing data 1 025

Regarding annual revenue, the highest percentage of firms in the sample

generate an annual revenue less than 500,000 Baht (29.25%), followed by firms that
generated revenue between 500,001 and 2,000,000 Baht, 2,000,001 - 10,000,000
Baht, 10,000,001 - 50,000,000 Baht, 50,000,001 - 100 MB, and More than 100 MB, at
19.75%, 17.50%, 13.50%, 6%, and 12.50%, respectively. The firm's annual revenue is

presented in Table 4.6.

Table 4.6 Firms’ Annual Revenue

Frequency Percentage
Less than 500,000 baht 117 2925
500,001 -2,000,000 baht 79 1975
2,000,001 - 10,000,000 baht 70 1750
10,000,001 -50,000,000 baht 54 1350
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Frequency Percentage
50,000,001 - 100,000,000 baht 24 6.00
More than 100,000,000 baht 50 1250
Missing data 6 150

4.3 Validating Social Media Marketing Capabilities Scale

Because the measures of social media marketing capability were developed by
modifying existing scales, it is important to confirm whether the scales have validity
in term of content and a good psychometric property. This study conducted content
validation by sending the initial questions to five social media marketing experts who
have experience with social media marketing to review the appropriateness of the
scale items. The content validity results found that there are a few ambiguous words
in questions that were modified to be more understandable. A final revised version of
the questionnaire was pre-tested by 100 firms’ representative. The results from the
pre-test found that the final revised version of the questionnaire was approved. In
addition to content validation, the good psychometric properties test was conducted
by using Exploratory Factor Analysis (EFA). EFA was performed on the forty-eight
items by using SPSS software. Further, the Varimax Orthogonal method was applied
to the final data. To determine the number of factors to retain, eigenvalue are used to
determine how many retaining factors (Kaiser, 1960). According to Kaiser (1960),
eigenvalue is suggested to be above 1 to determine the numbers of factors. Further,
Joseph F Hair, Black, Babin, Anderson, and Tatham (2006) suggested an acceptable
cumulative variance is at least 60% for social science research. Furthermore, factors
can be identified by the largest loading (Gorsuch, 1997). According to Harman
(1976), factor loadings explain how much the item has identified the factor. In other
words, high factor loading confirms validity and unidimensionality of the measures
(Cortina, 1993). Hair, Babin, Money, and Samouel (2003) suggested that cut-off
factor loadings should be 0.5.

Regarding EFA results, there are ten retaining factors. The first factor (market-
sensing capability) included four items with an eigenvalue of 2.86 and 71.43% of

variance; the second factor (customer-linking capability) included four items with an
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eigenvalue of 2.95 and 73.85% of variance; the third factor (channel-bonding
capability) included five items with an eigenvalue of 3.43 and 68.52%; the fourth
factor (technology development capability) included six items with an eigenvalue of
4.35 and 72.58%; the fifth factor (human resource development) included five items
with an eigenvalue of 3.61 and 72.13%; the sixth factor (pricing capability) included
five items with an eigenvalue of 3.52 and 70.42%; the seventh factor (product
development capability) included five items with an eigenvalue of 3.50 and 69.98%;
the eighth factor (social media marketing communication capability) included four
items with an eigenvalue of 3.27 and 81.82%; the ninth factor (social media
marketing planning capability) included five items with an eigenvalue of 4.14 and
82.81%; and the tenth factor (social media marketing implementation capability)
included five items with an eigenvalue of 3.83 and 76.40%. Based on the results, the
eigenvalue of all ten factors was above 1, and the variance of all factors were greater
than 60%. Also, factor loadings of all question items that measure each aspects of
social media marketing capability were greater than 0.5 which met the minimum
requirement suggested by Hair et al. (2003). This means that the measurements of
each social media marketing capability were loaded correctly into their underlying
factors, and thereby it is confirmed that the measure items of all ten social media
marketing capability aspects in this research have good psychometric properties and
confirms the validity of the measures.

In addition to the results from EFA, a test of internal consistency is required.
This test was assessed using Cronbach’s alpha coefficient. According to Fornell and
Larcker (1981), Cronbach’s alpha coefficient should be equal to or greater than 0.7.
The results show that Cronbach’s alpha coefficient of all factors measures exceeded
the standard and exhibited a satisfactory level of internal consistency. These findings
confirm that the measures of social media marketing capability that were developed
have good psychometric properties. The results of EFA and the Cronbach’s alpha
coefficients are presented in Table 4.7.



Table 4.7 Results from Exploratory Factor Analysis

Items MKSS  CUSLK CHNBD TECH HUMAN  PRICE PROD MKCOM  PLAN IMPLE
We can discover competitors' strategies and
tactics by using social media. 0.802 0.127 0.118 0.223 0.099 0.085 0.136  -0.004 0.133 0.125
We can learn about the macro-market
environment by using social media. 0.775 0.111 0.197 0.193 0.143 0.127 0.104 0.084 0.081 0.115
We can identify and understand market trends
by using social media. 0.722 0.249 0.186 0.144 0.065 0.146 0.052 0.090 0.105 0.073
We learn about customer needs and
requirements by using social media. 0.716 0.141 0.088 0.193 0.106 0.143 0.107 0.000 0.072 0.097
We are good at maintaining and enhancing
relationships with customers by using social
media. 0.149 0.780 0.140 0.216 0.120 0.045 0.119  -0.013 0.072  -0.019
We have a strong relationship with key target
customers by using social media. 0.182 0.768 0.195 0.102 0.146 0.176 0.084 0.026 0.053 0.090
We are good at using social media to
understanding what customer’s need and
require. 0.108 0.762 0.192 0.245 0.057 0.095 0.179 0.103 0.095 0.065
We are good at establishing relationships with
customers by using social media platforms. 0.200 0.732 0.181 0.169 0.071 0.163 0.073 0.143 0.116 0.148

1.



Items MKSS  CUSLK CHNBD TECH HUMAN  PRICE PROD MKCOM  PLAN IMPLE
We are quite accessible to partners through
social media when needs arise. 0.152 0.224 0.777 0.067 0.165 0.059 0.085 0.137 -0.029 0.087
We use social media channel to find right
business partners. 0.087 0.097 0.766 0.247 0.071 0.193 0.086  -0.028 0.151 0.12
We can dynamically adjust our relationships
with partners over time via social media
channels. 0.151 0.205 0.751 0.081 0.111 0.112 0.214 0.099  -0.036 0.137
We can effectively use social media to
coordinate and orchestrate network. 0.105 0.198 0.731 0.113 0.054 0.216 0.141 0.083 0.075 0.129
We can effectively use social media to
mobilize partner’s resources to create value for
customers. 0.163 0.041 0.666 0.273 0.118 0.233 0.107  -0.038 0.23  -0.017
We can acquire important social media and its
related-technology. 0.100 0.173 0.200 0.749 0.131 0.148 0.196 0.074 0.181 0.134
We can identify the opportunities from social
media and its related-technology. 0.234 0.186 0.095 0.738 0.116 0.162 0.173 0.185 -0.013 0.126
We can identify new social media and its related-
technology needs. 0.184 0.154 0.164 0.729 0.124 0.137 0.085 0.164 0.229 0.130
We can respond to social media changes and its
related-technology. 0.174 0.145 0.197 0.709 0.217 0.157 0.170 0.019 0.162 0.094
We can master the state-of-art social media and
its related-technology. 0.254 0.149 0.038 0.699 0.084 0.182 0.165 0.148 0.046 0.139

¢l



Items MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE
We can develop, maintain, modify, and improve
social media and its related-technology. 0.115 0.171 0.226 0.690 0.233 0.142 0.091 0.089 0.261 0.124
We  routinely  provide employees  with
opportunities for training in social media
marketing-related area. 0.094 0.099 0.055 0.126 0.817 0.077 0.146 0.153 0.183 0.178
We systematically provide employees with
regular feedback about their social media
marketing performance. 0.113 0.098 0.075 0.128 0.795 0.069 0.162 0.164 0.118 0.159
We provide regular opportunities for developing
employee skills to perform social media
marketing tasks. 0.140 0.120 0.043 0.167 0.792 0.113 0.137 0.139 0.119 0.058
We regularly reward on social media marketing
performance as a means of increasing employee
motivation. 0.061 0.086 0.189 0.111 0.757 0.150 0.147 0.014 0.201 0.184
We regularly empowering employees to make
decisions about their social media marketing
tasks. 0.052 0.033 0.171 0.163 0.684 0.167 -0.017 -0.044 0.240 0.171
We can respond quickly to competitors’ pricing
tactics by using social platforms. 0.111 0.145 0.211 0.150 0.087 0.723 0.111 0.058 0.137 0.192
We can price the products and services by using
social media technologies to respond quickly to
any customer change. 0.150 0.047 0.232 0.151 0.166 0.723 0.250 0.179 0.173 0.122

€L



Items MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE
We can communicate pricing structures and
levels quickly to customers by using social
media. 0.194 0.207 0.199 0.180 0.172 0.710 0.172 0.089 0.175 0.206
We can monitor competitors’ prices and price
changes by using social media. 0.140 0.053 0.165 0.203 0.141 0.704 0.255 0.157 0.084 0.080
We can effectively use social media for pricing
products/services. 0.095 0.190 0.115 0.235 0.124 0.585 0.301 0.067 0.100 0.129
We can speedily develop new product/service by
using social media. 0.131 0.119 0.180 0.096 0.213 0.292 0.664 0.110 0.114 0.176
We can speedily introduce new product by using
social media. 0.191 0.155 0.059 0.234 0.128 0.275 0.698 0.078 0.092 0.063
We manage overall new product development
systems by using social media. 0.099 0.065 0.302 0.132 0.158 0.134 0.710 0.121 0.201 0.189
We successfully launch new products by using
social media. 0.079 0.199 0.153 0.314 0.107 0.257 0.580 0.161 0.246 0.168
We can develop product/service responsively to
customer needs by using social media. 0.081 0.159 0.165 0.258 0.151 0.237 0.636 0.190 0.208 0.165
We skillfully use social media for marketing
communications programs. 0.102 0.084 0.094 0.220 0.150 0.132 0.196 0.707 0.361 0.233
We use social media marketing communication
skills and processes well. 0.064 0.071 0.092 0.243 0.168 0.211 0.175 0.692 0.354 0.283
We effectively manage social media marketing 0.088 0.100 0.106 0.186 0.171 0.203 0.192 0.631 0.443 0.312

172



Items MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE
communication programs.

We effectively manage corporate image and

reputation by using social media. -0.013 0.152 0.093 0.210 0.194 0.180 0.193 0.556 0.355 0.252
We have superior social media marketing

planning skills. 0.075 0.098 0.127 0.097 0.254 0.105 0.124 0.268 0.703 0.302
We can set clear social media marketing goals. 0.101 0.121 0.041 0.188 0.192 0.135 0.171 0.189 0.751 0.330
We can develop creative social media marketing

strategies. 0.146 0.096 0.063 0.200 0.190 0.133 0.177 0.198 0.756 0.280
We can segment and target market effectively

using social media. 0.130 0.101 0.068 0.188 0.214 0.163 0.170 0.136 0.723 0.300
We have thorough social media marketing

planning process. 0.110 0.041 0.109 0.123 0.270 0.140 0.098 0.222 0.722 0.328
We can allocate social media marketing

resources effectively. 0.047 0.112 0.169 0.047 0.130 0.111 0.105 0.232 0.222 0.743
We can effectively deliver social media

marketing programs. 0.129 0.093 0.128 0.176 0.175 0.194 0.052 0.246 0.219 0.756
We can translate social media marketing

strategies into action effectively. 0.135 0.064 0.105 0.108 0.196 0.149 0.121 0.139 0.328 0.718
We can quickly execute social media marketing

strategies. 0.105 0.033 0.043 0.197 0.216 0.126 0.198 0.055 0.347 0.724
We can monitor social media marketing

performance. 0.153 0.038 0.103 0.191 0.171 0.133 0.199 0.055 0.307 0.705

7



Items MKSS CUSLK  CHNBD

% of Variance explained 71432 73.852 68.518
Eigenvalues 2.857 2.954 3.426
Cronbach’s alpha 0.865 0.882 0.885

Note: MKSS = market-sensing capability; CUSLK = customer-linking capability; CHNBD = channel-bonding capability; TECH
technological capability; HUMAN = human resource development capability; PRICE = pricing capability; PROD = product
development capability; MKCOM = marketing communication; PLAN

capability

planning capability; IMPLE = implementation

9/,
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4.4 Normal Distribution

To investigate the normality of the data, there are two tests performed using
WarpPLS 6.0 which are the Jarque-Bera test of normality (Normal-JB) and the
Robust Jarque-Bera test of normality (Normal-RJB). The results of the normality tests
are presented in Table 7. With regards to interpreting the results, “Yes” means that the
data are normally distributed. On the other hands, “No” means the data are not
normally distributed, which mean that the presence of outliers is found in the data set.
The results are that all of the variables are not normally distributed except
technological capability which is normally distributed for Robust Jarque- Bera test of
(Normal-RJB). Furthermore, there are two statistical analysis on skewness and
kurtosis that provides verification of the normality of the data. Skewness is a measure
of symmetry in the distribution of data sets (Abd Razak, Ab Rahman, & Borhan,
2016; Kline, 2011). Kurtosis determines the peak of the distribution and is usually
reported as “excess kurtosis”. The skewness value and an excess kurtosis value of the
normal distribution is zero (Kline, 2011). The results of both skewness and excess
kurtosis of the variables show that that all of the variables are not normally
distributed. When the data are not normally distributed, PLS analysis is a suitable
method for this research since PLS analysis provides a robust result when the data are
non-normal (Hair, Sarstedt, Ringle, & Mena, 2012). The result of normality test is
showed in Table 4.8 and Figure 4.1.



Table 4.8 The Normality of the Data

MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN

Normal JB No No No No No No No No No No No No No
Normal RJB No No No Yes No No No No No No No No No
Skewness -0.648 -0.411 -0.160 -0.219 0.060 -0.219 -0.368  0.069 0.154  0.084 -0.347 -0.278 0.301
Exc.Kurtosis -0.332 -0.776  -0.910 -0.710 -0.861 -0.871 -0.701 -1.124 -0.965 -0.885 -0.592 -0.839 -0.390

Note: MKSS = market-sensing capability; CUSLK = customer-linking capability; CHNBD = channel-bonding capability; TECH =
Technological capability; HUMAN = human resource development capability; PRICE = pricing capability; PROD = product
development capability; MKCOM = marketing communication; PLAN = planning capability; IMPLE = implementation
capability; RELAT = customer relationship; MKEXP = market expansion; FINAN = financial performance
Yes= Data are normally distributed and No=Data are not normally distributed

8.
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Figure 4.1 The Normality of the Data

4.5 Model Assessment

Before examining the structural model using the PLS analysis, the researcher
must examine the validity and reliability by performing a series of analyses to ensure
that the data has an acceptable level of them. There are two analyses of validity tests

namely convergent validity and discriminant validity. In addition, Cronbach's alpha
coefficient @ and composite reliability were conducted to measure reliability. These

assessments are conducted to ensure that the data collected for this study are valid and
reliable.

45.1 Validity Test
The validity test is conducted to assess how well the constructs are measured

(Joe F Hair et al., 2012). This study performed the convergent and discriminant

validity test of the measurement scales to ensure that the items accurately represents
what the constructs are intended to measure (Chin, 1998). The researcher conducted
two types of validity test consisting of convergent validity and discriminant validity.
4.5.1.1 Convergent Validity Test
Convergent validity analysis reflected how well the indicators

measured their constructs (Hair, Black, Babin, & Anderson, 2009) The factor loadings
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are used for convergent validity assessment. According to Hair et al. (2009), the
minimum value of 0.5 is acceptable for convergent validity analysis. After conducting
the test of factor loadings and cross-loadings, the result of convergent validity

assessment shows that all items have a value over 0.5 which exceed a minimum
requirement. The result of convergent validity is showed in Table 4.9.

4.5.1.2 Discriminant Validity Test

The discriminant validity test is conducted to examine the degree to

which each latent variable is distinct from others (Fornell & Larcker, 1981). In order
to evaluate the discriminant validity, Average Variance Extracted (AVES) are used for

the assessment (Fornell & Larcker, 1981). According to Fornell and Larcker (1981),
AVE is the average amount of variation in an indicator of variables that a latent

variable is managed to explain (Fornell & Larcker, 1981). For each latent variable, the

square root of AVEs should be greater than the correlation of that latent variable with
any other latent variables to support the adequacy of the level of discriminant validity
(Fornell & Larcker, 1981). To examine the internal validity of the overall model, a
discriminant validity test was performed. The result shows that the value of the square
root of AVEs for each latent variable is the highest value compared to all possible
pairs of constructs, and thereby the constructs in this study do not overlap. This means
the discriminant validity of the variable is satisfactory. The results of discriminant

validity of all latent variables are presented in Table 4.10.



Table 4.9 The Combined Factor Loadings and Cross Loadings of all Constructs

MKSS CUSLK CHNBD TECH HUMAN  PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN
MKSS1 (0.801) 0.003 -0.076 0.066 -0.008 0.054 -0.003 -0.105 -0.002 0.007 -0.063 0.129 -0.021
MKSS2 (0.870) -0.04 -0.045 0.035 -0.025 -0.073 0.099 -0.083 0.05 0.011 0.045 -0.022 0.027
MKSS3 (0.867) -0.051 0.094 -0.062 0.042 0.007 0.004 0.078 -0.037 -0.003 0.054 -0.109 0.022
MKSS4 (0.827) 0.093 0.023 -0.036 -0.011 0.017 -0.105 0.108 -0.012 -0.015 -0.042 0.012 -0.03
CUSLK1 -0.027 (0.845) -0.049 0.08 0.042 -0.11 0.041 -0.075  0.024 -0.043 -0.041 0.007 0.002
CUSLK2 0.028  (0.854) 0.012 -0.095 0.09 0.133 -0.072 -0.022  -0.005 -0.005 0.066 -0.07 -0.033
CUSLK3 0.061 (0.853) -0.009 -0.043 -0.046 0.047 -0.097 0.100  -0.005 0.069 0.001 0.046 -0.024
CUSLK4 -0.062 (0.869) 0.044 0.058 -0.084 -0.07 0.126 -0.003  -0.013 -0.021 -0.026 0.017 0.053
CHNBD1 0.03 0.069 (0.820) -0.114 0.065 -0.124 -0.044 0.139 -0.146 0.036 -0.058 0.045 -0.023
CHNBD?2 0.017 0.028 (0.831) -0.117 -0.004 -0.073 0.15 0.006  -0.048 0.005 -0.045 0.053 0.032
CHNBD3 -0.012 0.027 (0.828) -0.05 -0.038 0.077 -0.028 0.094 -0.018 0.051 -0.007 -0.095 0.041
CHNBD4 -0.06 -0.054 (0.846) 0.146 -0.041 0.06 -0.087 -0.088  0.079 0.037 0.037 -0.011 -0.051
CHNBD5 0.028 -0.072 (0.790) 0.138 0.021 0.06 0.011 -0.156  0.136 -0.136 0.075 0.009 0.002
TECH1 0.05 0.035 -0.153 (0.778) -0.058 0.084 0.027 -0.022  -0.045 0.005 0.015 0.072 -0.03
TECH2 0.019 0.063 -0.087 (0.823) -0.024 0.028 0.009 0.053 -0.162 0.022 0.02 0.056 -0.023
TECH3 0.046 0.018 0.026 (0.841) -0.026 -0.047 -0.061 0.109  0.042 -0.009 -0.03 -0.023 -0.019
TECH4 -0.069 -0.026 0.08 (0.840) 0.07 -0.032 -0.06 -0.021  0.135 -0.018 0.03 -0.041 0.033
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MKSS CUSLK CHNBD TECH HUMAN  PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN
TECH5 -0.063 -0.016 0.06 (0.867) -0.038 -0.021 0.068 -0.04  0.006 0.009 -0.004 0.037 -0.038
TECHG6 0.023 -0.069 0.06 (0.839) 0.073 -0.006 0.018 -0.079  0.017 -0.008 -0.029 -0.097 0.076
HUMAN1 0.014 0.04 -0.032 -0.029 (0.853) -0.086 0.059 0.083 -0.117 0.044 -0.083 0.097 -0.043
HUMAN2 -0.011 0.029 -0.042 0.013 (0.897) -0.055 -0.011 0.037  0.031 0.000 -0.048 0.049 0.041
HUMAN3 0.047 0.029 -0.045 0.008 (0.853) 0.008 -0.005 0.073  -0.035 -0.11 0.089 -0.034 -0.073
HUMAN4 -0.027 -0.076 0.053 -0.005 (0.841) 0.045 0.071 -0.103  0.082 0.000 0.076 -0.129 0.081
HUMANS -0.024 -0.026 0.075 0.013 (0.779) 0.099 -0.123 -0.102  0.042 0.072 -0.033 0.014 -0.008
PRICE1 -0.047 0 0.048 0.01 -0.047 (0.821) -0.139 -0.01  -0.004 0.025 0.009 0.013 0.031
PRICE2 0.046 0.082 -0.02 -0.006 0.011 (0.881) -0.079 0.004 -0.013 0.066 0.013 0.004 0.033
PRICE3 -0.05 0.087 -0.044 0.063 -0.026 (0.766) 0.179 -0.126  0.027 -0.042 0.016 -0.009 0.005
PRICE4 0.008 -0.076 -0.017 0.008 0.02 (0.835) 0.054 0.023  -0.066 -0.004 -0.031 -0.003 -0.065
PRICES 0.034 -0.086 0.03 -0.065 0.037 (0.876) 0.002 0.093  0.056 -0.049 -0.006 -0.006 -0.005
PROD1 0.025 -0.009 -0.001 -0.143 0.103 0.086 (0.815) -0.067  -0.001 0.067 0.005 0.025 -0.026
PROD?2 0.093 0.009 -0.109 0.005 -0.011 0.07 (0.812) -0.094 -0.078 -0.031 0.025 -0.025 -0.08
PROD3 -0.012 -0.084 0.162 -0.055 0.028 -0.159 (0.834) -0.024  0.057 0.045 -0.028 0.04 -0.014
PRODA4 -0.066 0.066 -0.02 0.119 -0.1 0.046 (0.830) 0.071  0.048 -0.055 0.005 0.000 0.033
PRODS -0.036 0.019 -0.035 0.069 -0.018 -0.038 (0.860) 0.108 -0.027 -0.025 -0.007 -0.039 0.082
MKCOM1 0.052 -0.018 0.002 -0.011 -0.006 -0.049 0.026 (0.905) -0.053 -0.035 -0.027 -0.005 -0.029
MKCOM2 -0.007 -0.047 -0.018 0.042 -0.014 0.071 -0.041 (0.923) -0.067 -0.007 0.075 -0.016 -0.028
MKCOM3 0.02 0 0.016 -0.029 -0.013 0.01 -0.03 (0.924) 0.11 0.022 -0.009 0.019 0.025
MKCOM4 -0.071 0.07 0 -0.002 0.035 -0.037 0.05 (0.840) 0.011 0.021 -0.043 0.003 0.034
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PLAN1 -0.035 0 0.067 -0.076 0.061 -0.021 -0.046 0.093 (0.882) 0.005 -0.008 -0.006 0.034
PLANZ2 -0.008 0.03 -0.042 0.032 -0.033 -0.013 0.028 0.03 (0.922) 0.003 -0.004 -0.018 0.021
PLAN3 0.039 -0.008 -0.035 0.037 -0.07 -0.032 0.074 -0.005 (0.920) -0.045 0.032 -0.011 -0.028
PLAN4 -0.015 0.016 -0.026 0.049 -0.032 0.042 0.036 -0.117  (0.891) -0.002 0.006 -0.008 0.007
PLANS 0.018 -0.038 0.039 -0.045 0.078 0.025 -0.094 0 (0.905) 0.04 -0.026 0.043 -0.033
IMPLE1 -0.078 0.043 0.095 -0.105 -0.029 -0.029 -0.045 0.12 -0.03 (0.837) 0.031 -0.033 -0.065
IMPLE2 0.017 0.026 0.028 0.015 -0.008 0.073 -0.134 0.145 -0.131 (0.887) 0.005 -0.047 0.032
IMPLE3 0.014 -0.011 -0.001 -0.05 0.008 0.037 -0.018 -0.003  0.048 (0.884) 0.052 -0.053 -0.002
IMPLE4 -0.009 -0.014 -0.101 0.077 0.023 -0.029 0.074 -0.147  0.087 (0.878) -0.049 0.12 -0.003
IMPLES 0.053 -0.042 -0.017 0.059 0.005 -0.056 0.124 -0.112  0.026 (0.855) -0.039 0.013 0.036
RELAT1 0.005 -0.017 -0.026 -0.054 -0.076 0.136 -0.088 0 -0.008 0.054 (0.830) 0.088 -0.029
RELAT2 -0.013 0.026 0.004 -0.05 0.023 0.025 -0.042 -0.013 -0.014 0.065 (0.838) -0.107 0.031
RELAT3 0.115 -0.031 0.021 -0.034 0.014 -0.014 0.012 0.084 -0.105 -0.041 (0.867) -0.037 -0.072
RELAT4 -0.011 0.054 -0.092 0.124 0.019 -0.092 0.056 -0.007  -0.005 -0.068 (0.832) 0.002 -0.015
RELATS -0.115 -0.037 0.105 0.019 0.023 -0.063 0.071 -0.076  0.156 -0.01 (0.726) 0.065 0.102
MKEXP1 -0.011 0.007 -0.066 -0.007 -0.038 0.078 0.013 -0.013 -0.07 0.034 0.045 (0.880) -0.024
MKEXP2 0.038 -0.028 -0.007 0.033 0.011 -0.041 0.023 -0.053  -0.062 0.036 -0.031 (0.898) -0.032
MKEXP3 -0.023 0.005 0.018 0.018 -0.02 -0.01 0.033 0.016  0.077 -0.063 0.016 (0.906) 0.011
MKEXP4 -0.005 0.016 0.054 -0.044 0.045 -0.025 -0.069 0.049  0.053 -0.005 -0.029 (0.906) 0.044
FINAN1 0.078 -0.041 -0.009 0.065 0.023 -0.044 0.028 0.006 -0.066 0.012 -0.009 -0.011 (0.858)
FINAN2 -0.059 0.045 0.025 0.069 -0.005 -0.003 -0.026 -0.029  -0.064 0.093 -0.069 0.082 (0.882)

a8



MKSS CUSLK CHNBD TECH HUMAN  PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN

FINAN3 0.042 0.023 -0.038 -0.053 -0.026 0.01 0.006 0.007  0.022 -0.029 0.014 0.018 (0.896)
FINAN4 0 -0.019 -0.016 -0.045 0.022 0.043 -0.015 0.005 -0.038 0.026 0.031 -0.038 (0.929)
FINANS -0.059 -0.009 0.039 -0.031 -0.014 -0.01 0.008 0.01 0.144 -0.103 0.03 -0.049 (0.890)

Note: MKSS = market-sensing capability; CUSLK = customer-linking capability; CHNBD = channel-bonding capability; TECH =
technological capability; HUMAN = human resource development capability; PRICE = pricing capability; PROD = product
development capability; MKCOM = marketing communication; PLAN = planning capability; IMPLE = implementation capability;
RELAT = customer relationship; MKEXP = market expansion; FINAN = financial performance

Table 4.10 The Correlation and Average Variance Extracted of All Latent Variable

MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN SIZE AGE SMEXP STOR
MKSS  (0.842)

CUSLK 0.480%** (0.855)

CHNBD 0.447*** 0.495%* (0.823)

TECH  0.504*** 0.513** 0.514** (0.832)

HUMAN 0.350%** 0.364** 0.385** 0.471** (0.845)

PRICE 0.483*** 0.455** 0.552** 0.562** 0.476** (0.837)

PROD  0.452*** 0.475%* 0.524** 0.586%* 0.510** 0.709** (0.831)

MKCOMO.343%** 0.374** 0.392** 0.554** 0.492** 0.566** 0.625** (0.899)

PLAN  0.385%** 0.365** 0.403** 0.519** 0.566** 0.543%* 0.584** 0.757** (0.904)

IMPLE ~ 0.369***0.342*** 0.405%* 0.493** 0.511** 0.528** 0.563** 0.671** 0.727** (0.868)
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MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN SIZE AGE SMEXP STOR

RELAT 0.315**%*%0.307*** 0.308** 0.384** 0.357** 0.350** 0.385** 0.430** 0.420** 0.478** (0.820)

MKEXP 0.294***0.233*** 0.317** 0.404** 0.369** 0.387** 0.409** 0.494** 0.482** 0.465** 0.646** (0.898)

FINAN 0.206***0.214*** 0.215** 0.279** 0.323** 0.331** 0.334** 0.396** 0.424** 0.447** 0.407** 0.503** (0.891)

SIZE 0.037 -0.054 -0.064 -0.008 -0.023 -0.05 -0.035 -0.004 0.053 0.016 -0.046 -0.037 -0.111* (1.000)

AGE 0.024 0.007 -0.066 -0.053 -0.102* -0.084 -0.041 -0.087 -0.107* -0.078 -0.043 -0.048 -0.146* 0.574** (1.000)

SMEXP  -0.005 0.037 -0.038 -0.008 -0.01 -0.076 -0.023 0.04 -0.017 0.021 0.032 0.047 0.017 0.209** 0.391** (1.000)

STOR 0.137* 0.123* 0.04 0.032 0.064 0.056 0.075 0.064 0.044 0.066 0.158* 0.09 0.086 0.13* 0.291** 0.172**(1.000)

Note: MKSS = market-sensing capability; CUSLK = customer-linking capability; CHNBD = channel-bonding capability; TECH =
technological capability; HUMAN = human resource development capability; PRICE = pricing capability; PROD = product
development capability; MKCOM = marketing communication; PLAN = planning capability; IMPLE = implementation
capability; RELAT = customer relationship; MKEXP = market expansion; FINAN = financial performance; SIZE = firm size;
AGE = firm age; SMEX = social media experience; STOR = presence of physical store
** indicates <0.1% significant level, * indicates <5% significant level
Square root of AVES are reported in parentheses
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4.5.2 Reliability Test
A test of reliability was conducted to examine the degree of consistency of the

scales (Nunnally, 1978). A reliability test is required to ensure that the question items

measuring a construct should be understood in the same way by all respondents. The

reliability assessments performed in this study are Cronbach-s alpha coefficient and

composite reliability (Fornell & Larcker, 1981).

4.5.2.1 Cronbach’s Alpha Coefficient

Cronbach’s alpha coefficient is an indicator to measure the internal
consistency of scales (Hair et al., 2012). Generally, it is used to measure the reliability
of constructs. According to (Fornell & Larcker, 1981), Cronbach’s alpha coefficient
should be equal to or greater than 0.7. The results show that Cronbach’s alpha
coefficient of all social media marketing capability measures exceeded Fornell and
Larcker’s (1981) standard. The Cronbach’s alpha coefficients are presented in Table
4.11. These results ensure the adequacy of the reliability of all reflective measures.

4.5.2.2 Composite Reliability

The composite reliability test was also performed to ensure the internal
consistency reliability of variables in PLS analysis (Hair et al., 2012). Hair et al.
(2012) suggested that the value of composite reliability should be equal to or greater
than 0.7. Furthermore, the composite reliability of each variable should be greater

than the Cronbachs alpha coefficient value since the composite reliability value is

usually slightly higher (Chin, 1998). As shown in Table 4.11, the result indicates that
the value of composite reliability of all variable are above 0.7 and are greater than

their Cronbach-s alpha coefficient. Therefore, this suggests that the scales used in this

study exhibit a satisfactory level of reliability.

4.6 Multicollinearity

Multicollinearity is the statistical phenomenon of high correlation among
variables (Farrar & Glauber, 1967). Multicollinearity exists when two or more
independent variables in a model are highly correlated. The test of multicollinearity

among variables was performed by using the full collinearity Variance Inflation
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Factor (VIF) as an indicator to assess the seriousness of this problem in a research
model (Kock, 2015; Kock & Lynn, 2012). According to (Kock & Lynn, 2012), the
assessment of full collinearity VIF is more robust than the traditional VIF since it
evaluates both vertical and lateral collinearity. Furthermore, full collinearity VIF
assessment can be used to detect common method bias (Kock, 2015). According to
(Kock, 2015) and (Hair et al., 2012), the full collinearity VIF values should be lower
than 3.3. A value higher than 3.3 indicates a multicollinearity problem as well as the
common method bias problem in the model estimation. The results show that all
variables range from 1.481 to 3.211, therefore lower than 3.3. This suggests that the
multicollinearity and common method bias issue are not a serious concern for the
estimation in the model. The results of full collinearity VIFs are presented in Table
4.12.



Table 4.11 Cronbach’s Alpha Coefficient and Composite Reliability of all Constructs

MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN

Cronbach

Alpha 0.862 0.878 0.881  0.911 0.900 0.892 0.887 0.920 0.944 0918 0.877 0.920 0.935
(o)

Composite

Reliability 0.907 0.916 0913 0.931 0.926 0921 0.917 0.944 0.957 0.939 0.911 0.943 0.951
(CR)

Note: MKSS = market-sensing capability; CUSLK = customer-linking capability; CHNBD = channel-bonding capability; TECH =
technological capability; HUMAN = human resource development capability; PRICE = pricing capability; PROD = product
development capability; MKCOM = marketing communication; PLAN = planning capability; IMPLE = implementation
capability; RELAT = customer relationship; MKEXP = market expansion; FINAN = financial performance
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Table 4.12 Full Collinearity VIFs Statistics of all Variables

MKSS CUSLK CHNBD TECH HUMAN PRICE PROD MKCOM PLAN IMPLE RELAT MKEXP FINAN

FULL VIF 1.628  1.694 1.753 2101 1.684 2469  2.647 2.977 3.311  2.579 1.935 2.145 1.520

Note: MKSS = market-sensing capability; CUSLK = customer-linking capability; CHNBD = channel-bonding capability; TECH =
technological capability; HUMAN = human resource development capability; PRICE = pricing capability; PROD = product
development capability; MKCOM = marketing communication; PLAN = planning capability; IMPLE = implementation
capability; RELAT = customer relationship; MKEXP = market expansion; FINAN = financial performance

16
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4,7 Test of Hypotheses

In this research, the total of 22 hypotheses were proposed. The significance of
the hypothesis testing results is determined by several statistical indicators, including
beta coefficient (B), p-value, and R-squared coefficient.

Firstly, beta coefficient (B) is a term to indicate the strength of the relationship
among two variables. To interpret the results, if the beta coefficient is positive, the
two variables are positively related. On the other hand, a negative beta coefficient
indicates the negative relationship between them (Walpole, Myers, Myers, & Ye,
2002). Secondly, the p-value determines whether the null hypothesis will be accepted
or rejected (Kline, 2004). The acceptance and rejection criterion in behavioral
sciences states that, if the computed p-value is equal to or less than 0.05, a null
hypothesis suggesting no relationship between variables will be rejected, and the
alternative hypothesis will be accepted. This means that the alternative hypothesis,
which suggests the relationship between variables, is statistically supported. However,
if the p-value is greater than 0.05, the null hypothesis will be accepted, and the
alternative hypothesis will be rejected and therefore, the hypothesis will not be
statistically supported (Kline, 2004; Rice, 1989). Thirdly, R-square coefficient is a
statistical measurement that indicates the percentage of variance in the dependent
variable that can be explained by the independent variables in a regression model
(Chatterjee & Hadi, 2015). This means that a high R-squared value represents a high
explanatory power of independent variables; hence, the model has a better fit.

In this study, a bootstrapping resample technique is applied for the model
estimation. According to (Kock & Lynn, 2012), bootstrapping is a resampling method
suggested in PLS-SEM, which creates a number of resamples, known as “resampling
with replacement”. A bootstrap resampling technique with 100 subsamples was used
to calculate standardized path coefficients and p-values - this is a criterion
recommended by (Efron, Rogosa, & Tibshirani, 2015). As a result, the researcher
used the recommended value of 100 subsamples in bootstrapping estimation for the

consistency of the result.
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Before testing the hypotheses of the overall model, the analysis was initially
performed by estimating the effect of each aspect of the social media marketing
capabilities on the performance outcomes separately. The objective of performing
separated analysis is to compare the results to those when all aspects of social media
marketing capabilities are included together in a single model. This allows the
researcher to capture the possibility of Simpson's paradox in multiple regression
analysis. Simpson's paradox is a reversal of the sign of the correlation between two
variables, or equivalently, a flip in the sign of regression coefficients due to an
unaccounted-for confounding variable (Chen, Bengtsson, & Ho, 2009). By using
social media marketing aspects separately analyzing in the model, the researcher
found that all ten aspects of social media marketing have a positive association with
the outcome variables and the results are statistically significant. The results of the
association between ten aspects of social media marketing and the customer
relationship and market expansion are presented in Table 4.13 and 4.14.

As shown in Table 4.13 and 4.14, customer relationship performance is
positively associated with market-sensing capability (3 =0.304;p=<0.001),
customer-linking capability (B = 0.278; p = <0.001), channel-bonding capability (B =
0.322; p = <0.001), technology development capability (3 = 0.383; p = <0.001),
human resource development capability (f = 0.346; p = <0.001), pricing capability (3
= 0.375; p = <0.001), product development capability (B = 0.381; p = <0.001),
marketing communication (p = 0.439; p = <0.001), social media marketing planning
capability (B = 0.415; p = <0.001), and social media marketing implementation
capability (B = 0.461; p = <0.001). All of these positive associations are statistically
significant.

Similarly, market expansion is positively associated with market-sensing
capability ((B = 0.274; p = <0.001), customer-linking capability (B = 0.226; p =
<0.001), channel-bonding capability (B = 0.309; p = <0.001), technology development
capability (B = 0.404; p = <0.001), human resource development capability (B =
0.368; p = <0.001), pricing capability (B = 0.398; p = <0.001), product development
capability (B = 0.402; p = <0.001), marketing communication ( = 0.495; p = <0.001),

social media marketing planning capability (B = 0.496; p = <0.001), and social media
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marketing implementation capability (B = 0.466; p = <0.001). All of these positive
associations are statistically significant.

The results of the testing of the twenty-two hypotheses in the overall model
from PLS regression analysis are reported in Table 4.13 and Table 4.14. In particular,
Table 4.13 shows the results that prove Hypothesis 1a to 10a which involve the effect
of all aspects of social media marketing capabilities on customer relationship
performance. Furthermore, Table 4.14 shows the results that prove Hypothesis 1b to
10b which involve the effect of all aspects of social media marketing capabilities on
market expansion performance. Lastly, Table 4.15 and 4.16 shows the results that
prove Hypothesis 11 to 12 which involve the effect of two aspects of performance on
financial performance.

Hypothesis 1la: Market-sensing capability positively associates with customer
relationship performance.

The result reveals that market-sensing capability and customer relationship
performance are positively related (B = 0.067; p = 0.125). This finding suggests that
firms that possessed at high level of market-sensing capability tends to exhibit a high
level of customer relationship performance. However, the relationship was not
statistically significant. Thus, hypothesis 1a was not supported.

Hypothesis 1b: Market-sensing capability positively associates with market
expansion.

The result confirms that market-sensing capability and market expansion are
positively related (B = 0.052; p = 0.204), which means that the firms that possessed
the high level of market-sensing capability tends to exhibit a high level of market
expansion. However, the relationship was not statistically significant. Thus, the
hypothesis 1b was not supported.

Hypothesis 2a: Customer-linking capability positively associates with
customer relationship performance.

The result confirms that customer-linking capability and customer relationship
performance are positively related (p = 0.041; p = 0.270). This suggests that the firms
that possessed a high level of customer-linking capability tend to exhibit a high level
of customer relationship performance. However, the relationship was not statistically

significant. Thus, hypothesis 2a was not supported.
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Hypothesis 2b: Customer-linking capability positively associates with market
expansion.

The result confirms that customer-linking capability and market expansion are
negatively related (f = -0.089; p = 0.045), which means that the firms that possessed a
high level of customer-linking capability tend to exhibit a lower level of market
expansion. The result shows the opposite sign of the beta coefficient and contradicted
the PLS result of the relationship between customer-linking capability and market
expansion analyzing separately which showed the positive association and is also
statistically significant reported in Table 13. This contradictory result could be caused
by a suppression effect in multiple regression analysis which reflects the issue of
Simpson's paradox in the multiple regression results. Thus, the negative beta
coefficient of pricing capability is misleading. However, the relationship was
statistically significant. Therefore, hypothesis 2b is statistically supported.

Hypothesis 3a: Channel-bonding capability positively associates with
customer relationship performance.

The result reveals a positive relationship between channel-bonding capability
and customer relationship performance (B = 0.031; p = 0.314). This means that the
firms with a higher level of customer-linking capability are likely to have a higher
level of customer relationship performance. However, the relationship was not
statistically significant. Thus, hypothesis 3a was not supported.

Hypothesis 3b: Channel bonding capability positively associates with market
expansion.

The result confirms a positive association between channel bonding capability
positively associates with market expansion (B = 0.056; p = 0.190). This can be
interpreted as the firms with a higher level of channel bonding capability are likely to
have a higher level of market expansion. However, the relationship was not
statistically significant. Thus, hypothesis 3b was not supported.

Hypothesis 4a: Technology development capability positively associates with
customer relationship performance.

The result confirms that technology development capability and customer
relationship performance are positively related (B = 0.086; p = 0.075), which means
that the firms that possessed a high level of customer-linking capability tends to
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exhibit a high level of customer relationship performance. However, the relationship
was not statistically significant. Thus, hypothesis 4a was not supported.

Hypothesis 4b: Technology development capability positively associates with
market expansion.

The result reveals a positive relationship between technology development
capability and market expansion. This means that the firms a higher level of
technology development capability are likely to have a higher level of market
expansion performance. The result is also statistically significant (3 = 0.108; p =
0.027). This suggests that there is a low potential that their positive relationship may
occur accidentally. Thus, hypothesis 4b is significantly supported.

Hypothesis 5a: Human resource development capability positively associates
with customer relationship performance.

The result indicates that human resource development capability and customer
relationship performance are positively related (B = 0.064; p = 0.157), which means
that the firms that possessed a high level of human resource development capability
tend to exhibit a high level of customer relationship performance. However, the
relationship was not statistically significant. Thus, hypothesis 5a was not supported.

Hypothesis 5b: Human resource development capability positively associates
with market expansion.

The result shows that human resource development capability is positively
related with market expansion (f = 0.056; p = 0.194). This can be interpreted as the
firms that possessed a high level of human resource development capability tends to
exhibit a high level of market expansion. However, the relationship was not
statistically significant. Thus, hypothesis 5b was not supported.

Hypothesis 6a: Pricing capability positively associates with customer
relationship performance.

The result shows that pricing capability and market expansion are negatively
related (B = -0.028; p = 0.338), which means that the firms that possessed a high level
of pricing capability tend to exhibit a lower level of customer relationship
performance. The relationship was not statistically significant. Interestingly, the sign
of beta coefficient is opposite to the hypothesis. This result is contradicted with the
PLS result of the relationship between pricing capability and customer relationship
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performance analyzing separately which showed a positive association and is also
statistically significant, as reported in Table 12. This contradictory result could be
caused by a suppression effect in multiple regression analysis which reflects the issue
of Simpson's paradox in the multiple regression results. The suppression effect can be
observed when another variable is added to the analysis, and the relationship between
two variables is reversed, decreased, or enhanced (Tu, Gunnell, & Gilthorpe, 2008).
The reason which can explain this suppression effect is that two or more independent
variables are highly correlated and one independent variable can explain the
dependent variable better than other independent variables (Tu et al., 2008). Thus, the
negative beta coefficient of pricing capability is misleading. However, given that the
result is not statistically significant, hypothesis 6a is not supported.

Hypothesis 6b: Pricing capability positively associates with market expansion.

The result confirms the positive relationship between pricing capability and
market expansion (B = 0.026; p = 0.349), which means that the firms that possessed a
high level of pricing capability tend to exhibit a high level of market expansion.
However, the relationship was not statistically significant. Thus, hypothesis 6b was
not supported.

Hypothesis 7a: Product development capability positively associates with
customer relationship performance.

The result confirms the positive relationship between product development
capability and customer relationship (B = 0.023; p = 0.368), which means that the
firms that possessed a high level of product development capability are likely to
exhibit a high level of customer relationship performance. However, the relationship
was not statistically significant. Thus, hypothesis 7a was not supported.

Hypothesis 7b: Product development capability positively associates with
market expansion.

The result confirms the positive relationship between product development
capability and market expansion (B = 0.020; p = 0.371), which means that the firms
that possessed a high level of product development capability are likely to exhibit a
high level of customer relationship performance. However, the relationship was not

statistically significant. Thus, hypothesis 7b was not supported.
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Hypothesis 8a: Social media marketing communication capability positively
associates with customer relationship performance.

The results indicate that social media marketing communication capability
positively explained customer relationship performance (f = 0.105; p = 0.106). This
means that the firms that possessed a high level of social media marketing
communication capability are likely to exhibit a high level of customer relationship
performance. However, the relationship was not statistically significant. Thus,
hypothesis 8a was not supported.

Hypothesis 8b: Social media marketing communication capability positively
associates with market expansion.

The results indicate that social media marketing communication capability
positively explained market expansion (B = 0.187; p = 0.005). This means that the
firms that possessed a high level of social media marketing communication capability
are likely to exhibit a high level of market expansion. The beta coefficient was also
statistically significant. Therefore, hypothesis 8b was supported.

Hypothesis 9a: Social media marketing planning capability positively
associates with customer relationship performance.

The result shows that social media marketing planning capability and
customer relationship performance are negatively related (B = 0.011; p = 0.442),
which means that the firms that possessed a high level of social media marketing
planning capability tends to exhibit a higher level of with customer relationship
performance. However, the relationship was not statistically significant. Thus,
hypothesis 9a was not supported.

Hypothesis 9b: Social media marketing planning capability positively
associates with market expansion.

The result indicates that social media marketing planning capability positively
explained market expansion (B = 0.130; p = 0.052). This means that the firms that
possessed a high level of social media planning capability are likely to exhibit a high
level of market expansion. However, the relationship was not statistically significant.
Thus, hypothesis 9b was not supported.

Hypothesis 10a: Social media marketing implementation capability positively

associates with customer relationship performance.
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The result confirms the positive relationship between social media marketing
implementation capability and customer relationship performance (B = 0.268; p =
<0.001). This means that the firms that possessed a high level of social media
marketing implementation capability are likely to exhibit a high level of customer
relationship performance. The beta coefficient was also statistically significant.
Therefore, hypothesis 10a was supported.

Hypothesis 10b: Social media marketing implementation capability positively
associates with market expansion.

The result confirms the positive relationship between social media marketing
implementation capability and market expansion (B = 0.125; p = 0.037). This means
that the firms that possessed a high level of social media marketing implementation
capability are likely to exhibit a high level of market expansion. The beta coefficient

was also statistically significant. Therefore, hypothesis 10b was supported.



Table 4.13 PLS Results of Hypotheses 1a to 10a

Hypothesized variable Dependent variable: Customer relationship performance
Model 1 Model 2 Model 3 Model 4 Model5 Model 6 Model 7 Model 8 Model 9

Model 10 Model 11

Market-sensing capability — 0.304***

Customer-linking capability 0.278***

Channel-bonding capability 0.322***

Technology development 0.383***

capability

Human resource 0.346***
development capability

Pricing capability 0.375***

Product development 0.381%**
capability
Marketing communication 0.439%**

capability

0.067

0.041

0.031

0.086

0.064

-0.028

0.023

0.105
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Hypothesized variable Dependent variable: Customer relationship performance
Model 1 Model 2 Model 3 Model4 Model5 Model 6 Model 7 Model 8 Model 9 Model 10 Model 11

Social media marketing 0.415*** 0.011
planning capability
Social media marketing 0.461%** (0.268%**

implementation capability

Control variables
Firm size 0.069 0.051 0.052 0.048 0.052 0.057 0.056 -0.031 -0.069 0.052 -0.062

Firm age -0.092* -0.095* -0.066  -0.088* -0.042 -0.077 -0.056  -0.071  -0.048 -0.055  -0.008
Social media marketing 0.046 0.037 0.035 0.036 0.053 0.055 0.051 0.057 0.067 0.068 0.018
experience

Presence of physical store  0.131** 0.147** 0.163*** 0.161*** 0.156*** 0.140*** 0.144** 0.146** 0.158*** 0.146** 0.118**

R-squared 0.144 0.130 0.155 0.199 0.168 0.192 0.195 0.237 0.209 0.262 0.298
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Table 4.14 PLS Results of Hypotheses 1b to 10b

Hypothesized variable Dependent variable: Market expansion
Model 12 Model 13 Model 14 Model 15 Model 16 Model 17 Model 18 Model 19 Model 20 Model21 Model 22

Market-sensing capability — 0.274*** 0.052
Customer-linking capability 0.226*** -0.089*
Channel-bonding capability 0.309*** 0.056
Technology development 0.404*** 0.108*
capability
Human resource 0.368*** 0.056
development capability
Pricing capability 0.398*** 0.026
Product development 0.402*** 0.020
capability
Marketing communication 0.495*** 0.187**
capability
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Hypothesized variable Dependent variable: Market expansion
Model 12 Model 13 Model 14 Model 15 Model 16 Model 17 Model 18 Model 19 Model 20 Model21 Model 22

Social media marketing 0.496*** 0.130
planning capability
Social media marketing 0.466*** (0.125*

implementation capability

Control variables
Firm size 0.009 0.001 0.004 -0.011 0.000 -0.015 0.013 -0.030 0.017 -0.000 -0.071

Firm age -0.143** -0.156*** -0.118** -0.132* -0.103* -0.130** -0.103* -0.110  -0.091* -0.099* 0.016
Social media marketing 0.054 0.044 0.044 0.044 0.062 0.070 0.056 0.066 0.077 0.075 0.048
experience

Presence of physical store  0.059 0.066 0.083* 0.078 0.067 0.064 0.059 0.065 0.071 0.063 0.052

R-squared 0.117 0.093 0.135 0.203 0.173 0.199 0.200 0.281 0.284 0.255 0.316

€0t
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Hypothesis 11: Customer relationship performance positively associates with
financial performance.

The result confirms the positive relationship between customer relationship
performance and financial performance (B = 0.126; p = 0.016). This means that the
firms perform a high level of customer relationship performance are likely to exhibit a
high level of financial performance. The beta coefficient was also statistically
significant. Therefore, hypothesis 11 was supported. The results are presented in
Table 4.15.

Table 4.15 PLS Result of Hypothesis 11

Dependent variable

Variables Financial performance

Hypothesized variables
Customer relationship 0.384%**
performance

Control variables

Firm size -0.097*

Firm age -0.131**

Social media marketing 0.044
experience

Presence of physical store 0.048
R-Squared 0.211

Hypothesis 12: Market expansion positively associates with financial
performance.

The result confirms the positive relationship between customer relationship
performance and financial performance (B = 0.406; p <0.001). This means that the
firms perform a high level of market expansion are likely to exhibit a high level of
financial performance. The beta coefficient was also statistically significant.
Therefore, hypothesis 12 was supported. The results are presented in Table 4.16.
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Table 4.16 PLS Result of Hypothesis 12

Dependent variable

Variables Financial performance

Hypothesized variables

Market expansion 0.501***
Control variables

Firm size -0.118**

Firm age -0.114**

Social media marketing 0.041
experience

Presence of physical store 0.067
R-Squared 0.316

4.8 Control Variables

Apart from the hypotheses proposed, the association between four control
variables and three performance including customer relationship performance, market
expansion, and financial performances are found as follows. Customer relationship
performance associated positively with social media marketing experience ( = 0.018;
p = 0.383), physical store (f = 0.118; p = 0.004), but negatively with firm size ( = -
0.062; p = 0.079), and firm age (B = - 0.008; p = 0.443). Only the associations with
the presence of a physical store are statistically significant. This implied that firms
that have a physical store tend to have a higher level of customer relationship
performance. Furthermore, market expansion associated positively with firm age (p =
0.016; p = 0.376), social media marketing experience (p = 0.048; p = 0.209), and
presence of physical store (B = 0.052; p = 0.105), but negatively with firm size ( = -
0.071; p = 0.096). All associations are not statistically significant. Lastly, financial
performance associated positively with the presence of a physical store (B = 0.067; p
= 0.075) and social media marketing experience (B = 0.044; p = 0.187), but negatively
with firm size (B = - 0.026; p = 0.300) and firm age ( = - 0.143; p = 0.006). Only the
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association with firm age are statistically significant. This implies that longer
established firms tend to have a lower level of financial performance.

The results from hypotheses testing are summarized in a form of conceptual
model, as shown in Figure 4.2.
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4.9 R-square of the Overall Model

R-square or coefficient of determination is a statistical measurement that
indicates the percentage of the variance in the dependent variable that can be
explained by the independent variables in a regression model (Chatterjee & Hadi,
2015). It is an indicator explaining how well data fitted regression line ranging from 0
to 1. The R-squared value represents a percentage of dependent variables explained
by independent variables (Chatterjee & Hadi, 2015). Furthermore, (Cohen, 2013)
recommended that the model where the R-squared and adjusted R-squared values are
below 0.02 has too weak an exploratory power, and therefore, should be considered
for revision.

The R-square result indicates that all independent variables (market-sensing,
customer-linking, channel-bonding, technology development, human resource
development, pricing, product development, marketing communication, social media
marketing planning, and social media marketing implementation capability) including
control variables (firm size, firm age, social media marketing experience, presence of
physical store) that are included in the regression model can explain 29.8 percent of
customer relationship performance. In addition, all independent variables (market-
sensing, customer-linking, channel-bonding, technology development, human
resource development, pricing, product development, marketing communication,
social media marketing planning, and social media marketing implementation
capability) including control variables (firm size, firm age, social media marketing
experience, presence of physical store) that are included in the regression model can
explain 31.6 percent of market expansion. Lastly, all independent variables which are
customer relationship performance and market expansion including control variables
in the model mentioned prior can explain 28.6 percent of financial performance. The

results of R-square and adjusted R-square are presented in Table 4.17.
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Table 4.17 R-squared

Construct RELAT MKEXP FINAN
R-square 0.298 0.316 0.286
Adjusted R-square 0.272 0.292 0.275

Note: RELAT = customer relationship; MKEXP = market expansion; FINAN =
financial performance

4.10 Model Fit Indices

PLS analysis provides several model fit indices to determine the quality of the
PLS model (Kock, 2017). There are ten model fit indices consisting of 1) Average
path coefficient (APC), 2) Average R-square (ARS), 3) Average adjusted R-square
(AARS), 4) Average variance inflation factor (AVIF), 5) Average full variance
inflation factor (AFVIF), (6) Tenenhaus GoF (GoF index), 7) Simpson’s paradox ratio
(SPR), 8) R-square contribution ratio (RSCR), 9) Statistical suppression ratio (SSR),
and 10) Nonlinear bivariate causality direction ratio (NLBCDR). The results of these
ten model fit indices are presented in Table 4.18.

4.10.1 Average Path Coefficient (APC)

Average path coefficient (APC) indicates the strength of the relationship in the
model. According to (Kock, 2017), the p-value of APC should be equal to or less than
0.05. The result of this study found that the APC is equal to 0.082 with the p-value
<0.001. Therefore, the APC value is statistically significant.

4.10.2 Average R-square (ARS)

Average R-square (ARS) explains the overall explanatory power of the model
(Kock & Lynn, 2012). It is suggested that p-value should not exceed 0.05. The result
shows the ARS value is equal to 0.300 with the p-value <0.001. Therefore, the ARS
value of the model is statistically significant.
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4.10.3 Average Adjusted R-square (AARS)

Average adjusted R-square (AARS) is an indicator correcting the loopholes of
the ARS which can be increased every time when a new latent variable is added to the
model. However, it cannot improve the model. (Kock, 2017) recommended that the
value of AARS should be equal to or lower than 0.05. The result shows that the value
of AARS is 0.280 with the p-value <0.001. Therefore, AARS is statistically
significant.

4.10.4 Average Variance Inflation Factor (AVIF)

Average variance inflation factor (AVIF) is an indicator to measure the
vertical collinearity of the model. According to (Kock, 2017), the acceptable value of
AVIF is 5 and the ideal value is equal to or less than 3.3. The result show that AVIF

value is 1.932. Therefore, the multicollinearity is ideally acceptable in this model.

4.10.5 Average Full Variance Inflation Factor (AFVIF)

Average full variance inflation factor (AFVIF) is used to measure both vertical
and lateral collinearity of the model. (Kock, 2017) recommended that AFVIF value is
acceptable at 5 5 and the ideal value is equal to or less than 3.3. The result reports that
AFVIF value is 2.018. Therefore, the multicollinearity is ideally acceptable in this
model.

4.10.6 Tenenhaus GoF (GoF index)

Tenenhaus GoF or GoF index is an indicator of the model’s explanatory power
(Kock, 2017). GoF can be defined as the square root of average community index and
the ARS. According to Wetzels, Odekerken-Schroder, and Van Oppen (2009), the
explanatory power is small when GoF value is equal to or greater than 0.1, medium
when equal to or greater than 0.25, and large when equal to or greater than 0.36. The
result reports the value of 0.489. This means that the model model’s explanatory

power is large.
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4.10.7 Simpson’s Paradox Ratio (SPR)

Simpson’s paradox ratio (SPR) indicates the extent to which a model has
Simpson’s paradox issue in it (Kock, 2015; Wagner, 1982). Simpson’s paradox occurs
when a sign of path coefficient is different from a correlation of a paired variables
(Kock, 2015). (Kock, 2017) suggested that the acceptable value of SPR is equal to or
greater than 0.7 and ideally SPR should be equal to 1. The result of SPR in this model
is 0.912 which means that SPR index of the model is acceptable.

4.10.8 R-square Contribution Ratio (RSCR)

R-square contribution ratio (RSCR) indicates whether the model is free from
R-squared contribution (Kock, 2017). The RSCR occurs together with Simpson’s
paradox. According to (Kock, 2017), the acceptable value of RSCR is equal to or
greater than 0.9, meaning that at least 90 percent, of R-squared in the model with the
positive sign. The ideal value of RSCR is equal to 1 or 100 percent. The results report
that the RSCR value of this model is 0.968, meaning that 96.8 percent of paths of R-
squared of this model have positive signs. Therefore, the RSCR value of the model is

acceptable.

4.10.9 Statistical Suppression Ratio (SSR)

Statistical suppression ratio (SSR) indicates whether a model is free from
causality problems (Kock, 2017). The SSR examines whether the hypothesized path
in the model should be reversed. According to (Kock, 2017), an acceptable SSR value
should be equal to or greater than 0.7. The result of this model reported that the SSR
value is 0.912. This means that the SSR value in the model is acceptable. It can be

explained that 91.2 percent of the path in the model is free from causality problems.

4.10.10 Statistical Suppression Ratio (SSR)

Non-linear bivariate causality direction ratio (NLBCDR) examines the
correctness of hypothesized directions in non-linear relationships of the model. An
acceptable value of NLBCDR is equal to or greater than 0.7 (Kock, 2017). The result
shows that the NLBCDR value of the model is 0.956 which is an acceptable value.
This means that the model is acceptable as regards non-linearity of direction of
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causality. However, as this model is intended to be a linear relationship, the NLBCDR

value should not be considered.

Table 4.18 Model Fit Indices

Model fit indices Coefficient Result
Average path coefficient (APC) 0.082*** Significant
Average R-square (ARS) 0.300*** Significant
Average adjusted R-square (AARS) 0.280*** Significant
Average variance inflation factor (AVIF) 1.932 Ideally
Average full variance inflation factor (AFVIF) 2.018 Ideally
Tenenhaus GoF (GoF index) 0.489 Large
Simpson’s paradox ratio (SPR) 0.912 Acceptable
R-square contribution ratio (RSCR) 0.968 Acceptable
Statistical suppression ratio (SSR) 0.912 Acceptable
Nonlinear bivariate causality direction ratio 0.956 Acceptable
(NLBCDR)

Note: *** ** and* means p-value <0.001, <0.01 and < 0.05

4.11 Result Summary and Model Specification Problems

By using ten aspects of social media marketing capabilities for PLS estimation
in the overall model, the researcher found that there is only one dimension of social
media marketing capability that is significantly associated with customer relationship
performance, which is social media marketing implementation capability.
Furthermore, there are four dimensions of social media marketing capability that are
significantly associated with market expansion, which are customer-linking
capability, technology development capability, marketing communication capability,
and social media marketing implementation capability. Unexpectedly, there are some
reverse signs of the relationship between pricing capability and customer relationship
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performance, as well as the relationship between customer linking capability and
market expansion. These results may be biased since the results in the correlation
table (Table 4.10) show that all ten dimensions of social media marketing capability
are highly correlated.

Regarding the results from PLS regression, there are several model
specification problems. First of all, Simpson’s paradox occurred because a sign of
correlation between two variables was reversed after including other variables in the
model. According to (Wagner, 1982), Simpson’s paradox exists when a sign of
correlation between a pair of variables is reversed. Secondly, the results found that ten
aspects of social media marketing capability are highly correlated. Therefore, the
researcher proposed an alternative model that considers social media marketing
capabilities as three second-order latent variables to address these issues.

4.12 Alternative Model

An alternative model was suggested to address some issues from the proposed
model that were mentioned above. Regarding previous research, there is some in
which all dimensions of marketing capabilities were used as first-order latent
variables (Afzal, 2009; Moore & Fairhurst, 2003; Morgan et al., 2009; Murray et al.,
2011; Theodosiou et al., 2012; Tsai & Shih, 2004; Vorhies & Morgan, 2005;
Weerawardena, 2003). For example, the study of Morgan et al. (2009) suggested that
marketing capabilities are firms’ assets that contribute to superior performance, and
have a direct impact on firms' performance in a cross-industry sample. This study
posits marketing capabilities as seven distinct capabilities consisting of product
development, pricing, channel management, marketing communications, selling,
market planning, and marketing implementation. On the other hand, there is previous
research that views marketing capability as a multidimensional construct comprising
outside-in, inside-out, and spanning capabilities based on Day's (1994) perspective,
and also views these three dimensions as second-order variables. For example, the
study of (Chahal & Kaur, 2014) found that marketing capabilities are a multi-
dimensional scale comprising the same three dimensions (outside-in, inside-out and

spanning) for the banking sector. This study combined three aspects of marketing
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capability (relationship, regularity and communication) into a single construct as
outside-in capability. Also, two aspects of marketing capabilities (Web technology
and employee bonding) were combined into a single construct as inside-out
capability. In addition, this study combined five aspects of marketing capability
(advertising, pricing and product/service) into a single construct as spanning
capability.

To propose an alternative model, two adjustments were made to an alternative
model. Firstly, the author combined the ten aspects of social media marketing
capability into three second-order latent variables that represent broader aspects of
marketing capabilities, which are outside-in capability, inside-out capability, and
spanning capability. The underlying reason for combining the ten aspects of social
media marketing capability into three second-order latent variables is that this
research found high correlation among three aspects of outside-in capabilities
(market-sensing capability, customer-linking capability, channel-bonding capability),
high correlation among two aspects of inside-out capabilities (technology
development capability, and human resource development capability), and high
correlation among five aspects of spanning capabilities (pricing capability, product
development capability, marketing communication capability, social media marketing
planning capability, and social media implementation capability). This modification is
based on Day’s (1994) framework that conceptualized these sub-aspects of marketing
capabilities into three broad categories. The new model specification is also consistent
with several studies that grouped the sub-aspects of marketing capability into three
dimensions of marketing capability (Chahal & Kaur, 2014; Greenley et al., 2005;
Hooley et al., 2005; Santos-Vijande et al., 2012). The three aspects of social media
marketing capabilities (outside-in, inside-out, and spanning capabilities) were
constructed as second-order latent variables by calculating a set of factors scores from
first-order latent variables. The second-order latent variables and first-order latent
variables are presented in Table 4.19.



115

Table 4.19 Second-order Latent VVariables and First-order Latent VVariables

Second-order latent variable First-order latent variable/ latent variable
indicators
Outside-in capability Market -sensing capability

Customer-linking capability
Channel-bonding capability
Inside-out capability Technology development capability
Human resource development capability
Spanning capability Pricing capability
New product development capability
Marketing communication capability
Social media marketing planning capability
Social media marketing implementation capability

Before testing the alternative model, the construct validity and reliability were
assessed. As shown in Table 4.20, the factor loading and cross loading were
performed with other latent variables and control variables for a convergent validity
test. The results show that all variables have loading more than 0.5. Therefore, the

convergent validity test of the alternative model is acceptable.

Table 4.20 The Combined Factor Loadings and Cross Loadings of Second-order
Latent Variable of Social Media Marketing Capabilities Constructs

OUTSIDE-IN INSIDE-OUT SPANNING
OUT_MKSS (0.788) -0.062 -0.01
OUT_CUSLNK (0.813) 0.089 -0.107
OUT_CHNBD (0.799) -0.03 0.118
INSIDE_TECH 0.238 (0.854) -0.025
INSIDE_HUMAN -0.238 (0.854) 0.025

SPAN_PRICE 0.291 -0.044 (0.797)
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OUTSIDE-IN INSIDE-OUT SPANNING
SPAN_PROD 0.167 0.061 (0.823)
SPAN_MKCOM -0.175 -0.007 (0.866)
SPAN_PLAN -0.124 0.042 (0.865)
SPAN_IMPLE -0.133 -0.055 (0.826)

Note: OUTSIDE-IN = outside-in capability, INSIDE-OUT = inside-out capability,
SPANNING = spanning capability, OUT_MKSS = outside-in_market-sensing
capability; OUT _CUSLK = outside-in_customer-linking  capability;
OUT_CHNBD = outside-in_channel-bonding capability; INSIDE_TECH =
inside-out_technological capability; INSIDE_HUMAN = inside-out_human
resource development capability; SPAN_PRICE = spanning_pricing
capability; SPAN_PROD = spanning_product development capability;
SPAN_MKCOM = spanning_marketing communication; SPAN_PLAN =
spanning_planning capability; SPAN_IMPLE = spanning_implementation
capability

Further, a discriminant validity test was performed. The result confirms that
the value of the square root of AVEs for each latent variable is the highest value
compared to all possible pairs of constructs, and thereby the constructs in the
alternative model do not overlap. This means that the discriminant validity of the
variables is satisfactory. The results of the discriminant validity test of all latent
variables are presented in Table 4.21.



Table 4.21 Variable Correlation and Average Variance Extracted (AVE)

OUTSIDE-IN INSIDE-OUT  SPANNING RELAT MKEXP FINAN SIZE AGE SMEXP  STORE

OUTSIDE-IN (0.800)

INSIDE-OUT  0.630%** (0.854)

SPANNING 0.623%** 0.731%** (0.836)

RELAT 0.387%** 0.428%** 0.494%**  (0.820)

MKEXP 0.355%** 0.449%** 0.535***  0.646  (0.898)

FINAN 0.272%%* 0.357%** 0.462%** 0462 0503  (0.891)

SIZE -0.039 -0.022 -0.002 -0.002 -0.037 -0.111 1

AGE -0.018 -0.092 -0.094 -0.094 -0.048 -0.146 0574 1

SMEXP 0.003 -0.008 -0.010 0032 0047 0017 0209  0.391 1
STORE 0.116* 0.066 0.079 0158 0090 0086 0130 0291  0.172 1

Note: OUTSIDE-IN = outside-in capability, INSIDE-OUT = inside-out capability, SPANNING = spanning capability, RELAT =
customer relationship; MKEXP = market expansion; FINAN = financial performance, SIZE = firm size, Age = firm age, STORE =
presence of physical store, SMEXP = social media experience

LTT
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A reliability test of the overall model was performed. The result confirm that
Cronbach’s alpha coefficient and composite reliability of all constructs are at a
satisfactory level, except for inside-out capability, which is at an acceptable level.
Therefore, the reliability of this alternative model is acceptable. The results of

reliability tests on all of the latent variables are presented in Table 4.22.

Table 4.22 Cronbach’s Alpha Coefficient and Composite Reliability of Constructs

OUTSIDE-IN INSIDE-OUT SPANNING
Cronbach alpha (o) 0.719 0.630 0.892
Composite 0.842 0.844 0.920

Reliability

Note: OUTSIDE-IN = outside-in capability, INSIDE-OUT = inside-out capability,
SPANNING = spanning capability

The analysis from the alternative model reveals that outside-in capability as a
second-order construct is positively associated with customer relationship
performance (B = 0.082; p = 0.073) and negatively associated with market expansion
(B = -0.009; p = 0.438). The effect of outside-in capability on these two variables is
not statistically significant. Furthermore, inside-out capability is positively associated
customer relationship performance (p = 0.107; p = 0.065), and the coefficient was not
statistically significant. In addition, inside-out capability is positively associated with
customer relationship performance (B = 0.125; p = 0.031), and the coefficient was
also statistically significant. Lastly, spanning capability is positively associated with
both customer relationship performance (B = 0.354; p <0.001) and market expansion
(B = 0.446; p <0.001). The positive effect of spanning capability on these two
variables is also statistically significant at below 0.1 percent. The results from the
revised model are presented in Figure 4.3.
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Figure 4.3 Result of Revised Model

Regarding the first alternative model result, the researcher found that only
spanning capability is significantly associated with customer relationship performance
and market expansion. On the other hand, outside-in capability is not significantly
associated with both customer relationship performance and market expansion.
Furthermore, a test for Simpson’s paradox was performed to ensure that all coefficient
paths have the correct sign. As mentioned, Simpson’s paradox occurred because a
sign of correlation between two variables was reversed after including other variables
in the model (Wagner, 1982). The test was conducted by comparing the beta
coefficient of each variable from the regression model and their bivariate correlation.
The results found that the association between outside-in capability and market
expansion from the regression model and their bivariate correlation are different. The
result was that the beta coefficient from the PLS analysis reveals a negative
relationship between outside-in capability and market expansion (f = -0.009; p =
0.438), while their bivariate correlation shown a positive relation and is strongly
significant at 1 percent level (r = 0.355; p <0.001) as shown in Table 4.21. Given the
issue of Simpson’s paradox that still remains in this model, it is important to perform
additional model adjustment to address with this issue. Therefore, the second model

modification was made to the final alternative model.
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The modification of the final alternative model is made based on the
suggestion of (Day, 1994) which conceptualized spanning capability as the integration
of outside-in and inside-out capabilities. Furthermore, the rationale for proposing this
alternative model is based on the work of some scholars who proposed that spanning
capabilities are developed from the knowledge of market and organizational internal
functions (Chahal & Kaur, 2014). This is also supported by literature which suggests
that spanning capabilities are based on knowledge of both the market and firm’s
internal functions (Hooley, Greenley, Fahy, & Cadogan, 2001; Santos-Vijande et al.,
2012). For example, the new product development process requires the capability to
acquire information about customers’ needs combined with human resource
development capability. Similarly, in order to develop new products that match
customers’ needs, firms need to rely on information about customers’ needs that is
acquired from social media. In addition to customer information, skills of employees
from various departments (such as research and development, and marketing) are also
important for the development of new products. The modification of the final
alternative model is in line with previous research which also used outside-in
capabilities and inside-out capabilities as determinants of spanning capabilities. For
example, the study of (Gregory, Ngo, & Karavdic, 2019) found a positive relationship
between e-commerce resources (such as people in charge of e-commerce export
development, the e-commerce team and budget; all of which can be regarded as a part
of inside-out capability), and e-commerce marketing capability (such as products,
promotion, e-procurement; all of which can be categorized as spanning capability).
Their study also found that the capabilities that represent spanning capability had a
positive relationship with e-commerce performance. Based on the conceptualization
of spanning capability and the results from previous studies, it can be shown that
outside-in and inside-out capabilities may not have a direct association with firms’
performance, but can enhance it indirectly through the spanning capability.

The new alternative model was modified as follows. Firstly, the direct links
from outside-in capability and inside-out capability to customer relationship
performance and market expansion were removed. Instead, the direct link from
outside-in capability and inside-out capability to spanning capability was created. The

new alternative model retains the direct link from spanning capability to customer
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relationship performance and market expansion. The final alternative model is
presented in Figure 4.4.

The analysis of the final alternative model reveals that outside-in capability as
a second-order construct is positively associated with spanning capability ( = 0.270;
p <0.001), and coefficient was statistically significant. Furthermore, inside-out
capability is positively associated with spanning capability (f = 0.561; p <0.001), and
also was statistically significant. Lastly, spanning capability is positively associated
with both customer relationship performance (B = 0.484; p <0.001) and market
expansion ( = 0.531; p <0.001). The positive effect of spanning capability on these
two variables is also statistically significant at below 0.1 percent. The results of the

final alternative model are presented in Figure 4.4
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As shown in Table 4.23, all variables in the alternative model have full VIF

values below 3.30, which is acceptable as suggested by Petter, Straub, and Rai (2007).

Table 4.23 Full VIF Statistics of the Alternative Model

OUTSIDE- INSIDE- SPANNING RELAT MKEXP FINAN
IN ouT

FULL
VIF

1.884 2.438 2.820 1.878 2.082 1.488

Note: OUTSIDE-IN = outside-in capability, INSIDE-OUT = inside-out capability,
SPANNING = spanning capability, RELAT = customer relationship; MKEXP
= market expansion; FINAN = financial performance

Lastly, Table 4.24 shows the comparison model fit indices between the
proposed model and the alternative model. The indicators used to justify the quality of
model fit are (1) Average path coefficient (APC), (2) Average R-square (ARS), (3)
Average adjusted R-square (AARS), (4) Average variance inflation factor (AVIF), (5)
Average full variance inflation factor (AFVIF), (6) Tenenhaus GoF (GoF index), (7)
Simpson’s paradox ratio (SPR), (8) R-square contribution ratio (RSCR), (9) Statistical
suppression ratio (SSR), (10) Nonlinear bivariate causality direction ratio (NLBCDR).
The results show that the proposed model and the alternative model are satisfactory.
However, the model fit indices result of the alternative model tend to be more

appropriate for analysis than the proposed model.

Table 4.24 Model Fit Indices

Model fit indices Proposed model Alternative model
Average path coefficient (APC) 0.082*** 0.169***
Average R-square (ARS) 0.300*** 0.355***
Average adjusted R-square (AARS) 0.280*** 0.347***

Average variance inflation factor (AVIF) 1.932 1.428
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Model fit indices Proposed model Alternative model
Average full variance inflation factor 2.018 1.830

(AFVIF)

Tenenhaus GoF (GoF index) 0.489 0.544

Simpson’s paradox ratio (SPR) 0.912 1

R-square contribution ratio (RSCR) 0.968 1

Statistical suppression ratio (SSR) 0.912 0.833

Nonlinear bivariate causality direction 0.956 0.917

ratio (NLBCDR)

Note: *** ** * indicates 0.1%, 1%, and 5% significant level

Regarding the PLS results, the researcher found that the result of the
alternative model tends to be more appropriated than the proposed model. This
implies that the model that, for several reasons, combined and grouped social media
marketing capabilities into three dimensions is more suitable for analysis than the
model which separates social media marketing capabilities into ten aspects. Firstly,
the alternative model can solve the problems of Simpson’s paradox that occurred in
the purposed model. In addition, this study also found that the ten aspects of social
media marketing capabilities work well when they are grouped into three second-
order latent variables (outside-in, inside-out, and spanning capabilities). In addition,
the results of full VIF, validity, reliability, and model fit indices are at a satisfactory

level.



CHAPTER S

DISCUSSION

5.1 Discussion of the Results

This section first summarizes the results from hypothesis testing computed
from PLS regression analysis. Then, the author discusses the findings and their

contributions related to existing research. The results are presented in Table 5.1 below

Table 5.1 Summary of the Hypotheses Testing Results

Hypotheses Result

Hla  Market-sensing capability positively associates with Not supported
customer relationship performance.

H1lb  Market-sensing capability positively associates with market Not supported
expansion.

H2a  Customer-linking capability positively associates with Not supported
customer relationship performance.

H2b  Customer-linking capability negatively associates with Not supported
market expansion.

H3a  Channel-bonding capability positively associates with Not supported
customer relationship performance.

H3b  Channel bonding capability positively associates with Not supported
market expansion.

H4a  Technology development capability positively associates Not supported
with customer relationship performance.

H4b  Technology development capability positively associates Supported
with market expansion.

H5a Human resource development capability positively Not supported

associates with customer relationship performance.
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Hypotheses Result

H5b  Human resource development capability positively Not supported
associates with market expansion.

H6a  Pricing capability positively associates with customer Not supported
relationship performance.

H6b  Pricing capability positively associates with market Not supported
expansion.

H7a  Product development capability positively associates with Not supported
customer relationship performance.

H7b  Product development capability positively associates with Not supported
market expansion.

H8a  Social media marketing communication capability positively Not supported
associates with customer relationship performance.

H8b  Social media marketing communication capability positively  Supported
associates with market expansion.

H9a  Social media marketing planning capability positively Not supported
associates with customer relationship performance.

HO9b  Social media marketing planning capability positively Not supported
associates with market expansion.

H10a Social media marketing implementation capability positively  Supported
associates with customer relationship performance.

H10b Social media marketing implementation capability positively  Supported
associates with market expansion.

H11  Customer relationship performance positively associates  Supported
with financial performance.

H12  Market expansion positively associates with financial Supported

performance.

contributions of social

This current study was conducted with the main purpose of exploring the

media marketing capability to customer relationship

performance and market expansion, which leads to the financial performance of Thai

firms. Social media marketing capability was proposed as consisting of three broad
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aspects based on (Day, 1994)’s perspective (outside-in, inside-out, and spanning
capabilities). Firstly, outside-in capabilities consist of market-sensing, customer-
linking, and channel-bonding capabilities. Secondly inside-out capabilities concise of
technological development, and human resource development capabilities. Finally,
spanning capabilities consist of pricing, product development, social media marketing
communication, social media marketing planning, and social media marketing

implementation capabilities. The discussion of these findings is presented as follows:

5.1.1 The Contribution of Outside-in Capabilities on Performance

Regarding outside-in capability, the results show that all three capabilities
(market-sensing, customer linking, and channel-bonding) are not significantly
associated with customer relationship performance and market expansion. This
finding implies that market-sensing, customer linking, and channel-bonding may not

be sufficient conditions to directly explain business performance that firms achieve.

5.1.2 The Contribution of Inside-out Capabilities to Performance

Regarding inside-out capabilities, the results show that there is only one
dimension of inside-out capability, technology development capability that is
positively and significantly associated with market expansion. This positive
relationship is in line with previous studies suggesting that technology, especially
social media technology, allows firms to improve a communications processes and the
quality of interactions; it also helps firms increase information sharing, thereby
facilitating an effective interface with customers (Trainor et al., 2011; Wu et al.,
2003). Further, this finding is congruent with Lai (2011), who showed that social
media technology enables firms to expand their market easily. This means that firms
possessing technology development capability tends to develop an effective social
media technology that can access new markets widely. However, the results did not
support findings regarding the effect of technology development capability on
customer relationship performance. In addition, the analysis did not support a
significant effect of human resource development capabilities on market expansion

and customer relationship performance.
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5.1.3 The Contribution of Spanning Capabilities to Performance

Regarding spanning capabilities, the results showed that two aspects of
spanning capabilities are significantly related to performance variables (social media
marketing communication capability and social media marketing implementation
capability). In particular, social media marketing communication capability is only
related significantly with customer relationship performance. However, social media
marketing implementation capability is significantly related with both customer
relationship performance and marketing expansion.

Firstly, regarding the effect of social media marketing implementation
capability, the results showed that firms with a high level of marketing
implementation capability tended to demonstrate better customer relationship
performance. The results are congruent with (Abd Razak et al., 2016; O'Cass et al.,
2012). This prior research indicates that marketing implementation capability involves
an adaptive mechanism when changes occur by allowing firms to adjust their
marketing programs, as well as deploying their resources efficiently during
implementing marketing strategies. According to (Morgan et al., 2012), marketing
implementation capability includes the ability of firms in acquiring and allocating
marketing resources effectively as well as monitoring and evaluating the effectiveness
of marketing programs. When firms have such capabilities, they are able to allocate
marketing resources, for example, human resources, to implement social media
marketing programs effectively and also evaluate such effectiveness of marketing
activities to improve and develop marketing programs. As a result, firms can create
customer attraction and retention, as well as create customer satisfaction about their
products or services. This allows firms to achieve a high level of customer
relationship performance outcomes. In addition, the results are consistent with
(Weerawardena & O'Cass, 2004) suggesting that firms with such capability can create
value added to products and services which provide opportunities for firms to attract
and retain their customers. This is supported by the research of (O'Cass et al., 2012)
which suggested that marketing implementation capability influences the customer-
centric performance of firms in terms of customer attractiveness and retention.

Social media marketing implementation capability not only enhances customer

relationship performance, but it also significantly affects market expansion. The
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results are congruent with prior research, which confirmed that social media
marketing implementation capability allows firms to create products and services for
customers and differentiate them from those of competitors (Kotabe et al., 2002;
Vorhies & Morgan, 2005; Weerawardena & O'Cass, 2004). This provides firms with
an opportunity to expand to new targeted markets. In this regard, firms with a strong
social media marketing implementation capability can be predicted to have higher
level of market expansion performance.

Furthermore, the results also found that social media marketing
communication capability was positively and significantly associated with market
expansion. These results are congruent with the argument suggested by (Gunelius,
2011), which states that, the ability to utilize social media channels to manage
customer value perceptions can result in more positive customer perceptions on a
firm’s products and services. Consequently, it allows the firms to have positive brand
image, and tends to expand the business into a new segment of customers through
social media channels (Gunelius, 2011). This is supported by (Sasatanun &
Charoensukmongkol, 2016), who suggest that firms can utilize social media platform
to differentiate their image to different groups of customers through appropriate social

media channels.

5.14 The Contribution of Customer Relationships and Market
Expansion on Financial Performance

This research also confirms the positive effect of customer relationships and
market expansion on the financial performance of firms. The positive association
between customer relationships and financial performance is supported by the
research of (Trainor et al., 2011) , which suggests that firm’s growth in revenue and
profit are achieved when they build, maintain, and enhance relationships with
customers. Moreover, it is in line with previous studies which found that customer
satisfaction and loyalty are critical indicators of sales growth and revenue increase
(Ahearne et al., 2005; Hogan et al., 2002). This is consistent with (Hogan et al., 2002)
who suggested that customer satisfaction creates positive word-of-mouth
communications that lead to firms’ profitability. Also, when customers become loyal

to firms, firms are likely to incur lower costs in acquiring new customers by using
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promotional tools; thereby, they gain higher market share and profits (Szymanski &
Henard, 2001). Furthermore, the results are congruent with (Rodriguez et al., 2016)
who found that social media usage has an impact on outcome performance through
relationship performance.

In addition, market expansion outcomes are found to a have positive
relationship with financial performance. Firms that are able to expand their markets at
lower cost through social media channels tend to generate more revenue, thereby
enhancing their financial (Bang & Joshi, 2010; Banker et al., 2014; Mishina et al.,
2004; Sasatanun & Charoensukmongkol, 2016). This is consistent with the study of
(Rust et al., 2002) which found a positive relationship between e-marketing

capabilities and firms’ performance in terms of revenue generation and cost reduction.

5.1.5 Discussion of the Alternative Model

Although the results did not find significant support for the direct effect of
some aspects of social media marketing capability, the analysis of the alternative
model that considers aspects of social media marketing capability as second-order
latent variables provide additional insight about the interdependence between these
aspects of marketing competencies that need to be integrated. For example, even
though the effect of market-sensing capability did not directly determine performance
outcomes, it can play a supporting role in helping firms effectively implement social
media marketing strategies because a high level of market-sensing capability helps
firm to recognize market opportunities and to learn more about their customers,
competitors and market trends. In this regard, t market information helps firms to
have better chances of developing and allocating marketing resources appropriately to
the market environment, thereby allowing firms to implement social media marketing
strategies effectively.

In addition, customer-linking capability did not directly determine
performance outcomes. However, this capability does help firms to develop social
media marketing implementation capability. If firms have an ability to identify
customer needs and also create and strengthen customer relationships by using social
media platforms, they are able to know how to allocate marketing resource that match
customer needs. Also, when the firms have customer-linking capability, they are able
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to connect to their customers to obtain feedback on social media marketing programs
to evaluate their effectiveness. This, in turn, allows firms to have a better chance of
executing social media marketing appropriately.

Furthermore, technology development capability did not directly determine
performance outcomes. However, these capabilities can support firms to develop
social media marketing implementation capability. If firms have the ability to develop
and utilize technology effectively, then they are able to select an appropriate
technology to apply to a specific social media marketing program. This will benefit
effective resource allocation for implementing social media marketing programs.
When firms used appropriate technology for social media marketing implementation,
lower financial and human resources are required to execute such marketing program
because the technology may support some implementation functions. For example, if
firms are able to utilize social media analytical tools to understand and generate
customer insights, they do not need to allocate more staff to conducting market
surveys who can instead be dedicated to other functions for execute their marketing
programs.

Another aspect of social media marketing capability which did not have direct
impact on performance outcomes is human resource development capability.
However, this capability might potentially support firms to develop social media
marketing implementation capability more effectively: Since employees as firms’
human resources play a major role in delivering value for customers (Heskett &
Schlesinger, 1994; Sergeant & Frenkel, 2000), employee development programs, such
as training, and offering rewards are essential to improve the skills of employees,
thereby helping them to perform social media marketing tasks more efficiently and
effectively. All of these are indispensable for firms to be successful in developing
social media marketing implementation capability.

In sum, although these capabilities did not directly significantly relate to
firms’ performances, they need to be developed and integrated with other capabilities
to enhance firm’s performance. Day (1994) focuses on three aspects of firms’
marketing capabilities - from the external to the internal process consisting of outside-
in, inside-out, and spanning capabilities which need to be integrated to enhance firms’

performance. In addition, spanning capabilities are the integration of outside-in and
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inside-out capabilities and are developed from the knowledge of the market and
organizational internal functions (Chahal & Kaur, 2014; Day, 1994). Even though
outside-in and inside-out capabilities cannot affect firms’ performance directly, these
capabilities can enhance it by playing a supporting role to facilitate firms’ spanning
capability, which is a critical aspect of capability that directly determines firms’

performance.

5.2 Theoretical Contribution

The results from this research provide a theoretical contribution by explaining
the contribution of social media marketing capability on customer relationship and
market expansion performances of Thai firms by using Resource Based View (RBV)
theory and capability perspective.

According to Resource RBV theory and the capability perspective, the
heterogeneity of firms’ resources and capabilities leads to heterogeneity in firms’
performance (Barney, 1991; Vorhies & Morgan, 2005). This means that firms that
have highs level of capabilities tend to utilize their prosessed resources to implement
strategic actions more effectively than competitors, thereby allowing them to achieve
higher performance (Chang et al., 2010; Nath et al., 2010; Sirmon et al., 2007; Tsai &
Shih, 2004). In respect of the results from this research, social media marketing
capability was shown to help firms to enhance both customer relationship
performance and market expansion. These results provide support to strengthen the
RBYV theory regarding the roles of resources and capabilities in helping firms gain
competitive performance in business. Firms that have social media marketing
capabilities that are regarded as valuable, rare, inimitable, and no strategically
equivalent resources, can achieve superior performance and generate competitive
advantage. From this theoretical perspective of resources and capabilities, firms that
possess social media marketing capabilities generally utilize their resources to
implement strategic actions effectively, thereby allowing them to achieve higher
performance. The overall results of this research are in line with research that
suggested that marketing capabilities enable effective resource deployment, help firms
to successfully identify and respond to customer needs, and allow them to establish
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long-term customer relationships (Theodosiou et al., 2012). Also, the results of this
research add to the internet marketing research of (Trainor et al., 2011) which
suggested that technology alone is not sufficient to enhance business performance. It
needs to be integrated with other unique resources firms have, and embedded to
organizational practices and processes for firms to achieve superior performance.
Therefore, it is important for firms that utilize social media as a marketing tool to
integrate marketing skills and competences when implementing social media in
marketing to maximize the benefits that social media can provide to business.

Additionally, the results from this research provide evidence of the
contribution of social media marketing capability to market expansion performance.
When firms have social media marketing capabilities, they allow firms to utilize their
resources and integrate social media technology to perform marketing activities
effectively, thereby allowing them to enhance the speed of market expansion as well
as their ability to connect to a broader range of customers. This finding is congruent
with previous research suggesting that social media technology allows firm to
increase the speed of market expansion and quickly reach new potential targeted
markets (Overby & Min, 2001; Sasatanun & Charoensukmongkol, 2016; Sgrensen &
Shklovski, 2011).

5.3 Practical Implication

Since the research findings support the contribution of social media marketing
capability to both customer relationship performance and market expansion, which
consequently enhances financial performance, the author suggests that social media
marketing capability be considered a crucial competence that firms should develop to
enhance their performance and to build up their competence to compete effectively in
business. In this regard, this research provides practical contributions as follows:

Since the research findings support the contribution of social media marketing
capability to both customer relationship performance and market expansion, which
consequently enhances financial performance, the author suggests that social media

marketing capability be considered a crucial competence that firms should develop to
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enhance their performance and to build up their competence to compete effectively in
business. In this regard, this research provides practical contributions as follows:

1. The contribution of social media marketing implementation capability

The research results in respect of social media marketing implementation
capability contribution suggest that business owners, marketing managers, and
marketers who are in charge of social media marketing programs should follow three
suggestions.

Firstly, they should focus their attention on the identification of business goals
and marketing objectives, because marketing programs with different objectives may
require different planning and resource utilization. As firms have limited resources,
such as marketing budgets and related technology as well as marketing staff, they
should prioritize resource utilization by setting clear objectives. For example, if a firm
has the social media marketing objective of acquiring new customers, it should spend
its marketing budget on using related technology and tools (e.g. advertisements on
Facebook) to reach new customers. If firms have a clear marketing objective, they
may have a clear performance indicator of social media marketing programs to
evaluate their effectiveness.

Secondly, business owners, marketing managers, and marketers who are in
charge of social media marketing programs should also focus their attention on the
allocation of a firm’s limited resources to implement social media marketing activities
that align with business goals and social media marketing objectives. Given that firms
have limited resources in terms of budget, workforce, and technology, it is important
to allocate them to implement social media marketing programs appropriately. For
example, if a firm lacks technical staff or a data engineer to implement social media
marketing in the short term within a limited budget, it should decide whether hire new
staff, to outsource, or to provide training for existing employees so that they may
develop technical skills. In terms of technology, some firms may not develop software
to implement social media marketing themselves due to the limited technical skills or
limited budget. It may be better for firms to outsource or have a partnership with
another company, learning from their partners, rather than develop such technology

by themselves.
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Thirdly, business owners, marketing managers, and marketers who are in
charge of social media marketing programs should additionally focus on monitoring
processes as well as the evaluation of social media marketing activity effectiveness.
This means that a monitoring process is needed during the social media
implementation period in order to ensure that the social media marketing program is
executed in a manner that aligns with the marketing plans and objectives. Moreover,
social media marketing programs should be regularly evaluated and be improved.

2. The contribution of social media marketing communication capability

The research results regarding the contribution of social media marketing
communication capability suggest that business owners and marketers should have a
good understanding of the objectives of any social media communication, the
characteristics of attractive marketing content, and various functions of social media,
as well as the advantages and disadvantages of each social media platform. This is
because different objectives require different content, functions, and social media
platforms to communicate with customers. Before creating social media
communications, marketers should clearly define their marketing communication
objectives and learn about customer insights from social media. Then, firms should
create attractive online content that is appropriate for their target groups, aligning with
the firms> communications objectives, and select social media platforms that can be
reached by the target groups. For example, if the objective is to acquire a new
customer group, marketers may need to provide viral social media content that is
interesting and attractive, and advertise that content on social media platforms that
precisely reach their target customers. In addition, firms may consider a co-branding
partnership and provide content through social media platforms. Also, firms may use
influencers for brand communication in social media to build brand awareness. On the
other hand, if the objective of the communication is to increase short-term sales, firms
may need to focus on providing online sales promotions and advertise them via social
media. When marketers who are in charge of social media marketing programs have a
clear understanding of these issues, they will use social media platforms for their
marketing communication objectives to satisfy the needs and expectations of target
customers more precisely.

3. The contribution of technology development capability
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The research results regarding the contribution of technology development
capability suggest that business owners and marketers should have a clear
understanding of the critical components of social media marketing and related
technology in supporting business strategy. For example, business owners and
marketers may be required to attend training programs regularly to expand their
knowledge to enable them to follow up-to-date technological trends, given that the
technology nowadays changes rapidly.

However, although some aspects of marketing capability are not directly
related to performance outcome, firms should not ignore these capabilities because
they may play a supporting role in enhancing key capabilities that determine business
performance.

1. The contribution of market-sensing capability

The role of market-sensing capability is important because such capability
helps firms to obtain customers, and information about competitors and market trends
to forecast market opportunities. This information enables firms to develop the ability
to execute social media marketing more effectively. Therefore, firms need to assign a
marketer who is in charge of social media marketing programs to share updated
customer, competitor, and market trend information obtained from social media
platforms, and also set up weekly meetings for brainstorming and sharing
information. When marketers engage in the process of acquiring market information
from social media and share information with others in the organization, they will be
more likely to apply social media platforms for this process fluently, thereby
strengthening the effectiveness of marketing implementation.

2. The contribution of customer-linking capability

The role of customer-linking capability is required for firms to identify
customers’ needs and strengthen customer relationships. When firms are able to
identify customer needs and have good relationships with their customers, they are
likely to manage customer value perception, and communicate appropriately to
customers which facilitates marketing communication capability. Therefore, firms
need to allocate staff to be responsible for answering questions, and soliciting and

receiving feedback from customers on social media platform to understand customer
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perceptions on the company and its products, thereby strengthening the chance of
success of their marketing implementation.

3. The contribution of channel-bonding capability

The role of channel-bonding capability is required for firms to interact and
build relationships with channel members, which leads to a high level of cooperation.
This aspect of capability enhances the opportunities of firms to connect and closely
collaborate with their channel members. This is important because it helps firms
implement social media marketing strategy efficiently with limited resources.
Therefore, firms may systematically gather channel member information from social
media, such as company profiles and customer feedback to learn more about their
partners’ businesses. From this data, firms are likely to build strong relationships and
manage the channel members effectively. Also, firms may create a self-assessment
survey for their channel members. This help firms to classify their partners by the
competencies for collaboration.

4. The contribution of human resource development capability

The role of human resource development capability facilitates a higher level of
knowledge and skills among employees to help them to work more effectively and
productively on their social media marketing-related tasks. This aspect of capability
enhances the potential of firms to meet the needs of customers and increase customer
satisfaction. Therefore, it is important for firms to encourage marketing managers and
marketers who are in charge of social media marketing programs to make decisions
on their tasks and focus more on providing regular feedback on their social media
marketing task. Also, firms should provide regular training for staff and evaluate them
after attending training programs.

5. The contribution of pricing capability

The role of pricing capability is important because such capability helps firm
to set prices appropriately to customer value perception. This not only allows firms to
maximize profit, but also helps them to allocate and control their budget for
implementing social media marketing programs more effectively. Therefore, business
owners and marketers should access product communities, discussion boards, and
product review sites on social media platforms to obtain information about customer

trends and competitor pricing. When marketers learn this information, they are likely
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to set an appropriate price that matches customer value perception, thereby allow
firms to control costs and maximize profits from this pricing.

6. The contribution of product development capability

The role of product development capability facilitates firms to develop new
products and services to satisfy customer needs and reduce product development
cycle time, leading to early new product launching in the market. From this shortened
product development cycle time, firms are able to develop new products frequently,
and also allocate staff for other functions; all of these are essential to enhance the
social media implementation capability. Therefore, firms should provide training
programs for their research and development department about how to apply social
media technology to acquire information about customer behavior and trends to
develop new product ideas and how to apply this technology for the product testing
process.

7. The contribution of social media marketing planning capability

The role of social media marketing planning capability is required for firms to
develop social media marketing strategies to fit the environment and create alternative
social media marketing programs to respond to market environmental changes,
thereby enabling firms to implement social media marketing programs effectively.
Business owners and marketers can enhance social media marketing planning
capability by learning from their experiences of both failure and success. For a new
business, owners may decide to hire a business consultant to learn how to deal with
market environment changes and how to create appropriate social media marketing
strategies.

Finally, the research also found that social media marketing capabilities
(outside-in, inside-out, and spanning capabilities) should be integrated with each other
because outside-in and inside-out capabilities can enhance spanning capability, which
positively influences firms® performance. In this regard, business owners and
marketers who are in charge of social media marketing programs should pay attention
to various aspects of social media marketing capabilities and develop themselves to
utilize social media technology for marketing activities to create competitive strength,

and to enhance business performance as a result.



CHAPTER 6

CONCLUSION

This chapter summarize the overall research and begins with an overall
summary of the study, followed by research limitations. Finally, suggestions for

future research.

6.1 Summary

Although there is growing interest in social media marketing, research on the
association between social media marketing capability of firms and business
performance is still lacking. In order to fill this research gap, this study aims to
provide empirical evidence of the social media marketing capability contribution to
the performance of Thai firms, and also to build a conceptual foundation of social
media marketing capability. The main hypotheses of this research are that the level of
social media marketing capability of firms would positively determine the level of
customer relationship performance and market expansion, which in turn, influences
financial performance. Initially, the researcher used a model that divides social media
marketing capability into ten aspects, and included all of them together in the model.
The result from PLS analysis found that, of the ten, only social media marketing
implementation capability is significantly positively associated with customer
relationship performance. Further, there are only technology development capability,
marketing communication capability, and social media marketing implementation
capability that are significantly positively associated with market expansion.
However, there are some reverse signs of the relationship between other aspects of
social media marketing capabilities and the two outcomes. Based on the results from
PLS regression, there are several model specification problems, such as Simpson’s
paradox, high correlation between ten aspects of social media marketing capability.
Therefore, the researcher proposed an alternative model that considers social media

marketing capabilities as three second-order latent variables to deal with these issues.
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These ten aspects of social media marketing capability were combined into three
second-order latent variables that represent broader aspects of marketing capabilities.
This model modification is based on Day’s (1994) framework that conceptualized
these sub-aspects of marketing capabilities into three broad categories consisting of
outside-in, inside-out, and spanning capabilities. By using social media marketing
capability as a second-order latent variable the model specification problems of the
purposed model were solved.

The overall result from PLS analysis of the alternative model found that only
spanning capability is positively associated with both customer relationship
performance and market expansion. The positive effect of spanning capability on
these two variables is also statistically significant. On the other hand, outside-in and
inside-out capabilities were not associated with customer relationship performance
and market expansion. However, the result from PLS analysis supported the idea that
both outside-in capability and inside-out capability are positively associated with
spanning capability, and the coefficient was statistically significant. These findings
are consistent with the study of Day (1994) and Chahal and Kaur (2014) which
supported that spanning capabilities are the integration of outside-in and inside-out
capabilities. Furthermore, spanning capabilities are developed from the knowledge of
the market and organizational internal functions (Chahal & Kaur, 2014). Thus it can
be indicated that outside-in and inside-out capabilities can enhance firms’
performance by playing supporting roles in facilitating spanning capability, which is a
critical aspect of capability that directly determines firms’ performance.

In this regard, business owners and marketers who are in charge of social
media marketing programs should pay attention to various aspects of social media
marketing capabilities and develop themselves to utilize social media technology in
marketing activities to create competitive strength, and to enhance business

performance as a result.

6.2 Limitations of the Research

Although this research provides major contributions, there are some

limitations. Firstly, the data used in this research were collected from only one
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country. Therefore, the results might be limited to generalize in other countries.
Secondly, the results were obtained using cross-sectional data collection; therefore, a
causality between independent and dependent variables cannot be concluded. Thirdly,
the data were collected from a sample of entrepreneurs who attended business
training, using convenient sampling; therefore, the sample may not represent the
entire population of firms in the country. In addition, a small sample size may limit
the capacity of the findings to be generalized to the population. Fourthly, the
performance variables used in the analysis are perceptual measures which may not

accurately represent actual firms’ performance.

6.3 Suggestion for Future Research

There are some suggestions for future research that should be explored.
Firstly, it is crucial for future research to examine the antecedents of social media
capability that can lead to firms’ performance. For example, the characteristics of
entrepreneurs, such as innovativeness, responsiveness, and entrepreneurial orientation
that may enhance firms’ capability and competency in social media marketing. In
addition, future research may apply the contribution of social media marketing
capability whether or not it can explain firms’ performance in other aspects. Based on
the conceptualizing of social media market capabilities into various aspects of
marketing capabilities, researchers can have a broad understanding about how to
apply social media to diverse areas of marketing activities that are crucial to build the
marketing competency of firms. Thus, future research that focuses on social media
marketing may consider this multidimensional measure of social media marketing
capabilities to explore its contribution to other areas of performance outcomes. Given
that our results are based on data collected from Thai firms, future studies may also
apply this research framework to different countries to compare its contribution in

different contexts.
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APPENDIX B
QUESTIONNAIRES



Questionnaires of the Research
The objective of this questionnaire is to collect data for research that will be

submitted as partial fulfillment of the PhD. in Management degree at the International
College of National Institute of Development Administration (ICO NIDA). The

collected data will be used only for the research, thereby please feel free and

confident to answer all the questions. All collected information and data will be

appreciated and kept confidential. Thank you very much for your cooperation.

Part 1: Firm and respondent information
1. Have your business applied social media for marketing (such as Facebook, Line,
Instagram, Twitter, Blog, YouTube, etc.) for marketing program?
O Yes
O No (please stop answer this questionnaires)
2. Have your business sell the products or service though e-marketplace (such as
Lazada, Tarad.com, we love shopping, shopping 24, 24 catalog, shopee, etc.)?
Yes
No
. Types of business
Production/Manufacturing
Service
Wholesales
Retail
Other (please specific) ....................
. Business Registration form
Business with individual owners
Ordinary/ Registered ordinary/ Limited partnership
Company limited

Public company limited

I I S s [ = I N B O

Other (please specific) ....................



5. Firm’s annual revenue

O Less than 500,000 baht

O 500,001 — 2,000,000 baht

O 2,000,001 — 10,000,000 baht
O 10,000,001 — 50,000,000 baht
O 50,000,001 — 100,000,000 baht

O More than 100,000,000 baht

6. Firm’s annual revenue growth (latest year)

O less than 5% O 5-10%
0 11-15% 16-20%
0 21-25% 26-30%
0 31-35% 36-40%
0 41-50%
7

[]

e | [ ] <S

more than 50%
. Presence of a physical store
Yes
0 No
8. Firms had been operating for..............cc.cc........ years
9. Number of full-time emplOYEEs .........ccovvveiieieeiieiieieiecieeies person
10. Firm’s social media marketing experience (approximately)...............c........... years
11. Firm’s sales from social media marketing (approximately)........c..cccccecuennene. (%) of
firm total sales.
12. How are the respondents related to the business?
1 Business owner/partner
"] Management
1 Marketing department (please specific your position)........................
1 Other departments (please specific your position).............ccccceeveeeeene

1 0thers (please SPECITIC).......ooveeueeeeeeeeeeeeeeeeeeeeeeee 1

Part 2: Social media marketing capability

Please assess to what extent you agree or disagree with the following activities



implemented by your company. All items will be rated on five-point Likert scales

ranging from 1 (Strongly Disagree) to 5 (Strongly Agree).

2.1 Outside-in Capabilities

Outside-in capabilities 1123|465

Market-sensing capability

1. We can discover competitors' strategies and tactics by

using social media.

2. We can learn about the macro-market environment by

using social media.

3. We can identify and understand market trends by using

social media.

4. We learn about customer needs and requirements by

using social media

Customer-linking capability

1. We are good at maintaining and enhancing relationships

with customers by using social media.

2. We have a strong relationship with key target customers

by using social media.

3. We are good at using social media to understanding

what customer’s need and require.

4. We are good at establishing relationships with customers

by using social media platforms.

Channel bonding capability

1. We are quite accessible to partners through social media

when needs arise.

2. We use social media channel to find right business
partners (e.g., distributers, retailers).

3. We can dynamically adjust our relationships with

partners over time via social media channels.




4. We can effectively use social media to coordinate and

orchestrate network.

5. We can effectively use social media to mobilize

partner’s resources to create value for customers.

2.2 Inside-out Capabilities

Inside-out capabilities

Technology development capability

1. We can acquire important social media and its related-
technology.

2. We can identify the opportunities from social media and

its related-technology.

3. We can identify new social media and its related-

technology needs.

4. We can respond to social media changes and its related-

technology.

5. We can master the state-of-art social media and its

related-technology.

6. We can develop, maintain, modify, improve social
media and its related-technology.

Human resource development capability

1. We routinely provide employees with opportunities for

training in social media marketing-related area.

2. We systematically provide employees with regular

feedback about their social media marketing performance.

3. We provide regular opportunities for developing
employee skills to perform social media marketing tasks.

4. We regularly reward on social media marketing
performance as a means of increasing employee

motivation.




5. We regularly empowering employees to make decisions

about their social media marketing tasks.

2.3 Spanning capabilities

Spanning capabilities

Pricing capability

1. We can respond quickly to competitors’ pricing tactics

by using social platforms.

2. We can use pricing skills incorporate with social media
technologies to respond quickly to any customer change.

3. We can communicate pricing structures and levels

quickly to customers by using social media.

4. We can monitor competitors’ prices and price changes

by using social media.

5. We can effectively use social media for pricing

products/services.

Product development capability

1. We can speedily develop new product/service by using

social media.

2. We can speedily introduce new product by using social

media

3. We manage overall new product development systems

by using social media.

4. We successfully launch new products by using social

media.

5. We can develop product/service responsively to

customer needs by using social media.

Social media marketing communication capability

1. We skillfully use social media for marketing

communications programs.




2. We use social media marketing communication skills

and processes well.

3. We effectively manage social media marketing

communication programs.

4. We effectively manage corporate image and reputation

by using social media.

Social media marketing planning capability

1. We have superior social media marketing planning
skills.

2. We can set clear social media marketing goals.

3. We can develop creative social media marketing

strategies.

4. We can segment and target market effectively using

social media.

5. We have thorough social media marketing planning

process.

Social media marketing implementation capability

1. We can allocate social media marketing resources
effectively.

2. We can effectively deliver social media marketing

programs.

3. We can translate social media marketing strategies into
action effectively.

4. We can quickly execute social media marketing

strategies.

5. We can monitor social media marketing performance.




Part 3: Performance outcomes associated with social media marketing capability
Please indicate the extent to which their social media marketing activities tend

to result in these outcomes including:

3.1 Customer relationship performance 112 3|45

1. Our new customers tend to stay with our company.

2. Our customers would like to keep close relationship for
a longer period.

3. Our customers are satisfied with our company.

4. The offerings from our company always meet customer
expectation.

5. Even with more choices, our customers will not choose

other brands/offerings.

3.2 Market expansion 112 3|45

1. Our business can expand its customer base.

2. Our business can access new target groups.

3. The expansion of our business customer base is

satisfactory.

4. Our business can penetrate new groups of customers

efficiently.

Part 4: Financial performance
Please indicate to what extent you are satisfied with five aspects of

performance.

Financial performance 112 3|45

1. Sales volume

2. Sales growth

3. Profit

4. Profit growth

5. Return on investment
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