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Abstract: A marketing aspect in company’s company becomes a main concern for company leaders and
practitioners and academic environment. This research aims to investigate the role of  marketing capability as
intervening variable and its implication to marketing performance. Marketing performance is a measure of
improve corporate achievement. Small and Medium Enterprises (SMEs) located in Surabaya City have 50
business units, and all of  are spread all over Surabaya. Partial Least Square (PLS) method, and Structural
Equation Modeling (SEM) were used to examine the research hypothesis.

The study found marketing capability acted as intervening variable linking the learning orientation and
entrepreneurial orientation to marketing performance. Marketing capability have not mediated market orientation
and marketing performance.
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INTRODUCTION

Numerous efforts have been made to improve the performance of  SMEs, starting from training activities,
capital assistance to regulations governing SMEs. However, SME have not satisfactory performance. It is
necessary to investigate which variables determine the performance of  SMEs”. SMEs low performance
can be influenced by several factors such as resources (Brush, Greene and Hart 2001; Lichtenstein and
Brush 2001; Managerial (OECD, 2002; Cooney and Malinen, 2004) and business orientation (Tan and
Smyrnios, 2005a; Tan and Smyrnios, 2005b).

Small and medium enterprises performance relies on two approaches: integrated approach (Porter,
1980, 1985) as like as market based approach (Makhija, 2003) and resource approach based the firm (Barney
et al., 2001).


