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Abstract

The present study aims to explain the impact of entrepreneurial capabilities on marketing performance by examining the mediating role of digital
marketing capabilities in small and medium-sized enterprises operating in the clothing industry of Region 3 of Tehran Province. This applied research
employed a quantitative descriptive—correlational design using structural equation modeling. The statistical population consisted of 80 small and medium-
sized enterprises located in Tehran, Rey, and Shemiranat counties, from which 44 firms were selected through proportional stratified random sampling
based on Cochran’s formula. Data were collected using standardized questionnaires measuring entrepreneurial marketing, digital marketing capabilities,
and marketing performance. Content validity was confirmed using CVR and CVI indices, while reliability was verified through Cronbach’s alpha
coefficients. Data analysis was conducted using SPSS and SmartPLS software based on the partial least squares structural equation modeling (PLS-SEM)
approach. The results indicated that entrepreneurial marketing capabilities exert a positive and statistically significant effect on marketing performance.
Entrepreneurial marketing also demonstrated a significant direct influence on digital marketing capabilities, and digital marketing capabilities significantly
enhanced marketing performance. Structural path analysis confirmed the mediating role of digital marketing capabilities in transmitting the effect of
entrepreneurial marketing to marketing performance. Determination coefficients and predictive relevance indices further supported the strong
explanatory power and acceptable fit of the proposed research model. The findings suggest that integrating entrepreneurial capabilities with the
development of digital marketing capabilities provides an effective mechanism for improving marketing performance and strengthening competitiveness
in small and medium-sized enterprises. Simultaneous emphasis on innovation, opportunity orientation, and digital capability development emerges as a
strategic pathway for achieving sustainable competitive advantage and enhancing marketing effectiveness within dynamic and technology-driven business
environments.

Keywords: Entrepreneurial capabilities, Marketing performance, Digital marketing capabilities, Entrepreneurial marketing, Small and medium-sized enterprises
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Extended Abstract

Introduction

Rapid digital transformation has fundamentally reshaped the competitive landscape of contemporary markets.
The diffusion of digital technologies, the expansion of social media platforms, and the integration of Internet
of Things (IoT) infrastructures have redefined how firms interact with customers, create value, and sustain
competitive advantage. In this evolving environment, digital marketing is no longer a complementary
communication tool but a strategic capability that influences organizational performance and long-term
viability (Okorie et al., 2024). The diffusion of digital technologies has also intensified the need for strategic
marketing alignment in start-up and small business ecosystems, where digital channels function as primary
growth accelerators (Samus et al., 2025). Within such technology-driven contexts, firms capable of integrating
IT-related resources with digital marketing capabilities tend to demonstrate superior performance outcomes,
particularly under conditions of technological turbulence (Ranjan, 2023).

Small and medium-sized enterprises (SMES) are especially affected by these transformations. Due to resource
constraints and limited structural flexibility, SMEs must strategically leverage entrepreneurial capabilities to
exploit digital opportunities. Empirical evidence indicates that the size of a business unit significantly
influences the adoption of digital marketing tools, with smaller firms demonstrating higher adaptability when
guided by strategic orientation (Pollak & Markovié¢, 2021). Furthermore, digital marketing strategies have
been shown to enhance customer satisfaction and organizational performance when supported by
entrepreneurial intentions and proactive managerial attitudes (El Refae & Nuseir, 2022). Consequently, the
interaction between entrepreneurial orientation and digital marketing capability has become a central theme in

recent research on SME performance.



Entrepreneurial capabilities—including innovativeness, opportunity recognition, proactiveness, and risk-
taking—constitute a core foundation for competitive marketing behavior. Studies have demonstrated that
entrepreneurial marketing exerts a direct and positive effect on firm performance, particularly in dynamic
market environments (Ahmadzadeh Hosseini & Sarayi, 2023). Similarly, multidimensional analyses of
entrepreneurial marketing confirm that value creation, customer intensity, and resource leveraging
significantly enhance SME performance (Hanaysha & Al-Shaikh, 2022). Entrepreneurial competencies also
contribute indirectly to business sustainability through innovation processes that mediate performance
outcomes (Ismail, 2022). In family-owned SMEs, entrepreneurial capability development has been identified
as a critical determinant of resilience and long-term sustainability (Moghadassnikoo et al., 2022). These
findings collectively suggest that entrepreneurial capabilities form the strategic engine through which SMEs
can navigate volatile digital markets.

However, contemporary research increasingly emphasizes that the relationship between entrepreneurial
orientation and performance is often indirect, operating through mediating organizational capabilities. During
the COVID-19 pandemic, dynamic marketing capabilities and innovation value capability were found to
mediate the impact of entrepreneurial orientation on marketing performance (Shahroodi et al., 2022).
Similarly, empirical investigations have demonstrated that digital marketing capabilities significantly
strengthen the performance impact of entrepreneurial orientation in trading companies (Laali & Peiri, 2023).
International evidence further confirms that marketing and digital capabilities serve as mediators linking
entrepreneurial orientation to marketing performance (Krisnanto et al., 2023). Moreover, digital marketing
innovation has been shown to influence firm performance both directly and indirectly through marketing
capability, with firm size moderating these relationships (Jung & Shegai, 2023). The growing body of
literature therefore highlights digital marketing capability as a pivotal mechanism through which
entrepreneurial mindset translates into measurable performance gains.

In the context of social media and interactive platforms, entrepreneurial orientation enhances performance by
facilitating technology adoption and innovation capability (Fan et al., 2021). Peer communication in digital
environments also shapes customer behavior and strengthens marketing outcomes (Anastasiei et al., 2022).
Additionally, research on digital start-ups underscores the central role of entrepreneurial marketing mindset in
achieving sustainable growth and digital scalability (Pangilinan et al., 2024). Complementary evidence
suggests that combining entrepreneurial mindset, digital marketing strategies, social capital, and business
model innovation substantially enhances start-up growth trajectories (Tubalawony, 2025). Within broader
SME ecosystems, market orientation has likewise been identified as a reinforcing mechanism that strengthens
performance through strategic alignment (Mohammadinezhad & Bakhshandeh, 2022). Collectively, these
studies underscore the importance of integrating entrepreneurial capabilities with digital marketing capacity in

order to achieve superior marketing performance.



Despite the expanding literature, limited empirical attention has been devoted to simultaneously examining
entrepreneurial capabilities, digital marketing capabilities, and marketing performance within traditional
industries such as apparel manufacturing and retailing. Addressing this gap, the present study investigates the
effect of entrepreneurial capabilities on marketing performance with the mediating role of digital marketing
capabilities among SMEs operating in the clothing industry.

Methods and Materials

This study adopted an applied, quantitative, and descriptive-correlational design utilizing structural equation
modeling. The statistical population consisted of 80 small and medium-sized enterprises operating in the
clothing industry within Region 3 of Tehran Province. Based on Cochran’s formula for finite populations, a
sample of 44 firms was selected using proportional stratified random sampling to ensure geographic
representation.

Data were collected through standardized questionnaires measuring entrepreneurial marketing, digital

marketing capabilities, and marketing performance. All items were rated on a five-point Likert scale. Content
validity was assessed through expert evaluation using CVR and CVI indices, and reliability was confirmed via
Cronbach’s alpha coefficients exceeding the acceptable threshold.

Given the non-normal distribution of data confirmed through the Kolmogorov—Smirnov test, Partial Least
Squares Structural Equation Modeling (PLS-SEM) was employed using SmartPLS software. Both
measurement and structural models were evaluated, including factor loadings, path coefficients, coefficient of
determination (R?), effect sizes, and predictive relevance (Q?).

Findings

The inferential analysis revealed that entrepreneurial marketing has a positive and statistically significant direct
effect on marketing performance. The path coefficient between entrepreneurial marketing and marketing
performance was substantial and significant, indicating that firms demonstrating proactive, innovative, and
opportunity-driven marketing behaviors achieve higher levels of marketing effectiveness.

Entrepreneurial marketing also showed a strong positive and significant impact on digital marketing
capabilities. Firms exhibiting stronger entrepreneurial orientation demonstrated enhanced abilities in
leveraging digital tools, managing online customer engagement, and utilizing data-driven marketing strategies.
Digital marketing capabilities were found to exert a significant positive effect on marketing performance. The
structural model indicated that firms with higher digital marketing proficiency experienced improved sales
growth, market share expansion, and enhanced market management outcomes.

Importantly, mediation analysis confirmed that digital marketing capabilities partially mediate the relationship
between entrepreneurial marketing and marketing performance. A significant proportion of the effect of
entrepreneurial marketing on performance was transmitted through digital capability development, indicating
that entrepreneurial initiatives enhance performance primarily when operationalized through digital marketing

infrastructures.



The R? values for endogenous constructs demonstrated strong explanatory power, indicating that
entrepreneurial marketing and digital marketing capabilities collectively accounted for a substantial proportion
of variance in marketing performance. Predictive relevance (Q2) indices further supported the robustness and
predictive capability of the structural model.

Discussion and Conclusion

The findings confirm that entrepreneurial capabilities constitute a critical driver of marketing performance in
SMEs operating within digitally evolving markets. Firms that cultivate innovativeness, proactiveness, and
opportunity recognition are better positioned to adapt to competitive pressures and dynamic customer
expectations. However, the study demonstrates that entrepreneurial orientation alone is insufficient to
guarantee superior performance; rather, its effectiveness depends significantly on the development of digital
marketing capabilities.

Digital marketing capability functions as the operational bridge connecting entrepreneurial mindset to
measurable market outcomes. Entrepreneurial initiatives foster experimentation, risk-taking, and opportunity
exploitation, but without digital infrastructure and technological proficiency, such initiatives may fail to
translate into tangible performance gains. By investing in digital tools, analytics, and customer engagement
platforms, SMEs enhance the conversion of entrepreneurial strategies into performance improvements.

The mediation findings underscore the strategic necessity of integrating entrepreneurial marketing with digital
transformation efforts. In contemporary business environments characterized by technological turbulence and
shifting consumer behaviors, SMEs must adopt a dual orientation: cultivating entrepreneurial thinking while
simultaneously strengthening digital competencies. This integrated approach enables firms to enhance
responsiveness, optimize resource allocation, and create sustainable competitive advantage.

In conclusion, the study contributes to the growing body of literature by empirically demonstrating that digital
marketing capabilities serve as a pivotal mediating mechanism linking entrepreneurial capabilities to
marketing performance in SMEs. The results highlight the importance of simultaneous investment in
entrepreneurial development and digital transformation as complementary strategic priorities. For SMEs
operating in traditional industries facing digital disruption, aligning entrepreneurial mindset with digital
marketing capability emerges as a decisive pathway toward enhanced marketing effectiveness and long-term

competitiveness.
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