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Abstract

Research aims: This investigation seeks to examine how the incorporation of
digital marketing influences sustainable marketing orientation and competitive
edge among small and medium enterprises in Palu City, while also investigating
value co-creation's moderating function in enhancing this connection.
Furthermore, this study endeavors to ascertain how sustainable marketing
orientation directly affects competitive positioning within the digital marketing
framework.

Design/Methodology/Approach: This study uses quantitative methods. The
sample size of this study is 120 with sample characteristics, namely having been
operating for at least one year, being micro, small, or medium scale, and having
used digital marketing strategies. The respondents were chosen through
probability sampling methodology, specifically employing the simple random
sampling approach, to guarantee that all registered SME segments have equal
opportunity for selection. The research analysis employs Structural Equation
Model-Partial Least Square (SEM-PLS) methodological approach.

Research findings: Research findings show that digital marketing adoption
influences sustainable marketing orientation and also influences competitive
advantage. In addition, sustainable marketing orientation was found to influence
competitive advantage. Finally, value co-creation can moderate the influence
between digital marketing adoption and sustainable marketing orientation on
competitive advantage.

Theoretical Contribution/Originality: Empirical evidence substantiates the
connection between digital marketing implementation and sustainable marketing
orientation, demonstrating their combined impact on competitive advantage
within SMEs. This investigation further extends scholarly knowledge by identifying
value co-creation's moderating function in amplifying digital marketing adoption's
effect on competitive advantage through sustainable marketing orientation
mechanisms. These findings provide a new perspective on the importance of
collaboration with customers in digital marketing to achieve sustainable
competitive advantage.

Practitioners/Policy Implications: This research guides SMEs on the importance
of digital marketing adoption and collaboration with customers through value co-
creation to strengthen sustainable marketing orientation and increase
competitive advantage in the market.

Research Limitations/Implications: This study only covers SMEs in certain regions,
thus possibly limiting the generalization of the results to geographic contexts and
certain types of businesses.

Keywords: Digital Marketing Adoption; Sustainable Marketing Orientation;
Competitive Advantage; Value Co-creation; SMEs
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Introduction

Presently, the MSME sector represents a priority area for governmental attention. At the
global level, the SME sector has garnered recognition for its contributions to regional
economic development through wealth generation, employment creation, and poverty
reduction initiatives (Rahman et al., 2022; Wairimu, 2015). The MSME sector in Indonesia
has garnered significant attention in recent times. Moreover, small and medium-sized
enterprises represent the predominant business category in Indonesia and create the
most significant employment prospects (Djakasaputra et al., 2021; Aggarwal et al., 2021).
SMEs are the largest business sector in Indonesia, promoting the largest employment
opportunities (Digdowiseiso & Sugiyanto, 2021). SMEs are considered the driving force
behind Indonesia's national economy, as these units outnumber large businesses in
quantity; they are widespread in rural areas and possess significant potential for job
creation.

The emergence and development of these enterprises must be ensconced as an essential
element in the policies designed to generate employment and yield bountiful revenues
(Maksum et al., 2020). Despite their crucial role as strong labor absorbers and the
backbone of the economy in developing nations, SMEs remain facing various long-
standing problems, such as having no access to financing in the financial sector, making
them unable to sell their products to wider communities and/or carry out export activities
(Digdowiseiso & Sugiyanto, 2021). Other challenges include low levels of innovation and
limited resources (OECD, 2018; Scuotto et al., 2017), as well as limited access and ability
to use technology (Fanelli, 2021). Apart from that, the increasing number of competitors
makes it difficult for SMEs to compete today (Gamage et al., 2020). In addressing these
problems, digital marketing offers numerous measures, including the shift to online sales
to overcome limited market access and the mitigation of the limiting geographical
barriers, which will ultimately expand consumer reach. Sustainable marketing orientation
allows MSMEs to integrate environmental, social, and economic practices by
strengthening credibility and relationships with all stakeholders and communicating their
sustainability values to consumers through digital channels (Mitchell et al., 2010). This will
help form an intangible asset (brand image, trust, and others) that can help MSMEs
operate competitively.

The importance of competitive capabilities for a business is extremely necessary today.
The large number of competitors is one of the challenges for entrepreneurs to continue
developing their businesses (Djakasaputra et al.,, 2021). Digital marketing and
sustainability orientation emerge as strategic opportunities for MSMEs to transform
challenges into competitive advantages, by leveraging digital technologies to expand
market reach and develop more adaptive business models. Through this innovative
approach, MSMEs can leverage digital platforms to overcome resource constraints,
develop product differentiation, and build stronger relationships with consumers who are
increasingly aware of sustainable values. Thus, businesses can make necessary efforts to
innovate and transform, particularly in terms of marketing. Innovation in marketing
represents a source of differentiation and competitive growth for most companies,
especially SMEs (Eggers, 2020). Therefore, this study attempts to identify how digital
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marketing and sustainability marketing orientation can serve as unique and innovative
resources for SMEs to create their competitive advantage.

As a form of transformation, businesses, including MSMEs, can adopt a digital-based
marketing strategy. Digital-based marketing methods have revolutionized how marketers
interact with consumers in the current era. The vast majority of consumers worldwide
now possess and utilize computers and/or mobile devices, which has catalyzed the growth
in advertising expenditure through digital channels. Marketing professionals are rapidly
recognizing the advantages of utilizing social networking platforms such as Facebook,
YouTube, and etc for marketing communication purposes. Therefore, they invest large
amounts of advertising funds in digital platforms (Cooper, 2023). Companies that can
utilize or adopt digital-based marketing strategies can gain competitive advantages (Singh
et al., 2022; Denga et al., 2022). By using digital marketing strategies and choosing the
right digital media, companies can reach target markets effectively, thereby increasing
sales volume and profits (Changalima et al., 2023).

Despite widespread acknowledgment of digital promotional benefits, comprehensive
understanding regarding digital marketing's specific implications for small enterprises
remains insufficient. Current digital marketing literature predominantly addresses large
corporations and organizations (Ritz et al., 2019; Jarvinen et al., 2012). Meanwhile, the
involvement and development of digital marketing strategies are also beneficial for small
companies. Failure to implement digital-based marketing methods can worsen the
comparison between large and small companies, in fact large businesses show several
differences in implementing digital marketing strategies, compared to small businesses
(Ritz et al., 2019; Nguyen et al., 2015). Consequently, investigations specifically examining
digital marketing strategy implementation within small businesses are essential to
comprehend and maximize technological utilization for supporting commercial growth
and longevity, ultimately providing small enterprises with competitive capabilities and
opportunities.

Apart from adopting and optimizing digital marketing strategies, another strategy that can
create a competitive advantage for small businesses is focusing their efforts on
sustainable marketing orientation (SMO). Sustainable marketing orientation (SMO)
constitutes a tripartite construct encompassing environmental stewardship, social
engagement, and economic viability (Hunt, 2017). The main idea of this concept is to
encourage business owners or managers to look for sources of competitive advantage in
the economic, social, and environmental dimensions based on marketing practices (Lucic,
2020). The marketing orientation framework encompasses comprehensive insight into
customer needs, desires, and preferences to develop pertinent products, services, and
marketing strategies. (Amin et al., 2016). Thus far, practitioners have been greatly
interested in introducing sustainable corporate marketing strategies, particularly the
decision to build a strategic reputation or adopt a source of positioning strategy (Lucic,
2020). Bhat and Darzi (2016) Additionally noted that an efficacious marketing orientation
enables organizations to secure competitive advantage and establish robust customer
relationships.
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In creating a competitive advantage, consumer involvement in a company plays a key role.
Value co-creation (VCC) is a concept where a customer will play a role and participate in
creating a value in accordance with the consumer's expectations and experience (Zaborek
& Mazur, 2019). Co-creation strategies aim to establish multiple collaborative initiatives
with diverse business partners including suppliers, retailers, or customers, facilitating
innovative capability development or solutions that enable brands to enhance
consciousness and sustainability practices (lglesias et al., 2023). MSMEs can implement
the strategy by forming a digital community through social media or a dedicated platform
that allows customers to provide direct feedback on products or services. It can also be
done by using survey, polling, or comment features on digital platforms to get real-time
feedback from consumers. Researchers argue that companies that apply the concept of
value co-creation (VCC) will gain various benefits from customer involvement
(Piligrimiene et al., 2015). Value co-creation additionally fosters innovation through
knowledge exchange and recombination between customers and organizations, or by
integrating customers into product design and development processes (Brynjolfsson &
McAfee, 2014). However, value co-creation also has negative impacts, such as the
relinquishment of control over product development to customers. In addition,
companies will encounter various difficulties, particularly in creating products and solving
cost problems (Zaborek & Mazur, 2019). Overinvolvement of consumers can also place a
heavy workload on customers which can result in dissatisfaction (Chan et al., 2010). While
numerous scholarly publications have identified various value co-creation dimensions,
empirical investigations demonstrating tangible business outcomes related to value co-
creation remain scarce. The empirical studies that offer strong arguments and insights for
companies, particularly SMEs, to allocate resources to build the practice of co-creation
with consumers also remain very limited.

The application of digital marketing strategies has been shown to provide significant
benefits. Previous studies have identified that digital marketing can improve business
performance (Deb et al., 2024; Saura et al., 2020). Nevertheless, comprehensive research
regarding its application within small business contexts remains extremely limited.
Existing literature primarily concentrates on large corporations possessing dissimilar
resources and capabilities compared to small business entities (Gao et al., 2023).
Significantly, small businesses constitute vital components within the global economy and
possess distinctive characteristics potentially influencing their digital marketing strategy
effectiveness. MSMEs often lack the resources to implement marketing strategies,
especially digital marketing, that can help them grow their businesses. The concept of
sustainable marketing orientation has indeed received significant attention in recent
years, as businesses increasingly recognize the importance of aligning their brand values
with consumer demand for environmental responsibility (Puvzhiarasi et al., 2024).
However, literature examining how this orientation can shape competitive advantage is
still very limited.

Several studies have recognized the importance of customer collaboration in enhancing
marketing effectiveness (Zhang et al., 2022). However, current scholarly literature has not
sufficiently explored how value co-creation can enhance the relationship between digital
marketing implementation and sustainable marketing orientation, ultimately resulting in
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competitive advantage. While customers were previously regarded as passive value
recipients, today's dynamic market evolution has integrated them into collaborative value
creation processes (Syah & Olivia, 2022). However, most MSMEs still do not fully
understand the importance of consumer involvement in the value-creation process; they
tend to maintain a traditional approach that prioritizes internal perspectives rather than
collecting actual information about consumer desires. In addition, fear of potential risks
such as negative reviews or detrimental comments on social media makes many MSME
actors reluctant to be open and interact digitally (Indriyani et al., 2024). In alternative
contexts, relatively few studies have investigated customer motivation factors for
participation in online value co-creation processes, despite well-established
understanding regarding value co-creation mechanisms within digital environments
(Tajvidi et al., 2020). This creates a significant knowledge gap, especially since only a few
companies and individuals apply this value co-creation approach in their business
practices. The aforementioned reasons justify the urgency with which this study is
conducted.

This research aims to identify effective digital marketing strategies for Indonesian SMEs
to enhance competitive advantage while exploring sustainable marketing orientation's
role in integrating environmental, social, and economic factors into marketing
approaches. The findings will contribute to marketing literature with new insights on
digital marketing implementation for SMEs, providing both academic value and practical
guidance for entrepreneurs seeking to optimize digital technology for market reach, sales
growth, and sustainable competitive advantages.

Literature Review and Hypotheses Development
Dynamic Capabilities Theory

The Dynamic Capabilities framework elucidates how enterprises leverage their capacities
to sustain competitiveness within continuously evolving commercial landscapes (Bellner,
2013). According to Teece (2018), "the strength of a company's Dynamic Capabilities
determines how quickly and accurately it can align its resources and business model with
customer needs." This theory helps organizations recognize opportunities and threats,
and make appropriate decisions (Barrales-Molina et al., 2013). Dynamic Capabilities also
enable companies to transform resources and knowledge into products and services that
meet customer expectations (Makkonen et al., 2014).

Digital Marketing Adoption

Driven by the emergence of the internet and digital technologies, the evolution of new
strategic approaches in the form of digital marketing is not merely an adaptation; itis also
a fundamental transformation in marketing strategies that alter paradigms, channels, and
methods of consumer interaction. The difference between SMEs and large companies lies
in the challenges they face in using of digital marketing, where SMEs frequently face
constraints related to limited resources, skills, or technologies (Sharabati et al., 2024).
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Conversely, large companies particularly have a competitive advantage in these aspects,
which can be reinvested in applicable innovations. Furthermore, SMEs adopt a more
focused and cost-effective strategy by utilizing social media and content marketing, while
large companies make substantial investments across various platforms, advanced
analytics, and integrated cross-channel campaigns (Pollak & Markovic, 2021). Despite
these differences, both large companies and SMEs have equal opportunities to utilize
digital marketing strategies with the main objectives of driving sales, increasing brand
awareness, and overcoming barriers to entering new markets (Saura et al., 2023; Mahto
& McDowell, 2018). Digital marketing may be conceptualized as marketers' utilization of
electronic channels to promote products or services to markets, aiming to attract
customers and facilitate business engagement through digital platforms (Mkwizu, 2019).
Thus, digital marketing is effective in increasing companies’ reach to customers and
positive influence on customer purchasing behavior (Bachri et al., 2023).

In practical application, large enterprises tend to possess mobile-friendly web platforms,
and they may elect to enlist external specialists to oversee SEO projects, as well as social
media marketing agencies to construct and execute campaigns. Conversely, smaller
enterprises must develop, adapt, and enhance their own marketing initiatives, leveraging
the utilization of social media channels and websites (Gao et al., 2023). Although SMEs
often operate with limited resources and rely primarily on internal capabilities, they have
opportunities to learn and acquire knowledge that ultimately determine whether they
can advance to the next level or not (Pradhan et al., 2018). In this regard, SMEs possess
tremendous potential to leverage digital marketing strategies, as these strategies offer
several advantages such as being measurable, cost-effective, interactive, and hyper-
targeted, making them particularly suitable for SMEs (Thaha et al., 2021). Therefore, it
can be seen that there is a slight gap in digital marketing implementation and digital
footprint between large companies and small companies (Nguyen et al., 2015). So there
is a need for a more in-depth study of digital marketing practices, especially in small
companies.

The marketing landscape for small businesses differs markedly from that of large
enterprises. In this context, marketing tends to be more intuitive, competency-driven,
network-centric, and constrained by time and financial resources (Gao et al., 2023).
Various research on digital marketing suggests that small and medium-sized enterprises
(SMEs) may derive multiple advantages from integrating Internet technologies into their
marketing approaches. These include online product and service promotion, advertising
across a broader array of markets at lower costs, leveraging email as a marketing tool,
and potentially reducing the marketing expenditures that SMEs must bear. Additionally,
they can enhance their reputation by developing a professional image by creating an
effective website, answering questions regarding products and services in multiple
languages, and conducting research on foreign markets (Koman et al., 2020). MSMEs
demonstrating greater online marketing adoption typically exhibit enhanced business
outcomes regarding customer expansion, revenue enhancement, and market position
(Gao et al., 2023).
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Sustainable Marketing Orientation

At this time, companies are required to implement various types of sustainable strategies.
One strategic approach that may be leveraged is that of sustainable marketing.
Sustainable marketing strategies are critically important today as they enable companies
to meet the expectations of increasingly environmentally conscious consumers, comply
with stringent regulations, foster innovation, and prepare businesses to face future
challenges, which ultimately can build positive reputation and create competitive
advantages for a business (Peterson et al.,, 2021). However, this strategy represents
merely one component of the solution to the prevailing challenges. Equally essential are
the development of sustainable products and production processes, As well as additional
factors including customer knowledge and awareness of competitive dynamics within the
marketplace (Claudy et al., 2016). Undeniably, sustainable marketing practices can be
employed to promote these approaches and align marketing initiatives with consumer
values (Peterson et al., 2021). The sustainable marketing concept tries to put forward a
focus on providing superior value for all interests including consumers, employees,
company owners and others, which ultimately aims to create sustainable profits for the
company (Coric et al., 2020).

The sustainable marketing framework integrates three critical dimensions:
environmental, social, and economic components (Mitchell et al., 2010). This marketing
approach builds good relationships with all involved parties. Sustainable marketing allows
companies to make profits while caring about society (Lucic et al., 2020; Crittenden et al.,
2011). Lucic et al. (2020) explain that this marketing approach encourages companies to
act environmentally friendly out of their own awareness. This model helps companies
create their business uniqueness, while still prioritizing customer satisfaction.

Competitive Advantage

Competitive advantage represents a concept describing organizational superiority
relative to competitors (Tu & Wu, 2021). A business's competitive advantage emerges
from the value or benefits that the organization can generate for its consumers. When a
company successfully creates advantages for customers, it positions itself to attain
competitive superiority (Farida & Setiawan, 2022). Competitive advantage can be
comprehended by examining organizations through the lens of numerous activities
undertaken in designing, manufacturing, marketing, distributing, and providing after-
sales support (Farhikhteh et al., 2020). Hussain et al. (2023) found how the use of
marketing strategies based on can be a competitive advantage for a business. The use of
digital marketing is able to improve targeting and segmentation capabilities, enable
personalized experiences, drive consumer engagement, increase brand loyalty, and
ultimately produce sustainable competitive advantage. This aspect is crucial because
competitive advantage represents the fundamental element for strategic management
success, as it constitutes a strategy formulated to establish company value in competitive
marketplaces (Sigalas, 2015). As competition exists across all business sectors,
manufacturing entities must address and maintain consistent product/service quality to
secure competitive advantage. Consequently, creativity and innovation represent
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essential characteristics within competitive business environments, facilitating product
enhancement (Azeem et al., 2021). In gaining a competitive advantage, companies need
to innovate uniqueness that distinguishes them from other companies. This advantage
can create a different perspective in consumers’ minds, ultimately driving the company's
success (Hossain et al., 2022). Thus, companies can discover their competitive advantage
by identifying the uniqueness of their products or services, understanding unmet market
needs, and optimizing internal processes to deliver value that cannot be easily replicated
by competitors.

Competitive advantage may emerge from innovative practices characterized by value,
rarity, inimitability, and non-substitutability, which involve material resources, superior
products, and supporting business systems (de Guimaraes et al., 2018; Tu & Wu, 2021).
Recent studies have stated that large and small businesses need to pay significant
attention to creating a competitive advantage (Arsawan et al., 2020). However, the
implementation of competitive advantage will be more profitable for large companies
than MSMEs that do not have as many resources as large companies (Tukamuhabwa et
al., 2021). Thus, MSME actors are required to find unique and cheap resources to develop
their businesses and gain a competitive advantage.

Value Co-creation

Prior studies have contended that knowledge can constitute a primary source of
competitive advantage within the dynamically evolving technological landscape (Papa et
al., 2018). Certainly, these knowledge repositories manifest as both internal and external
sources. Presently, customer expectations regarding products and services have grown
increasingly sophisticated. As a result, organizations must acquire knowledge not
exclusively from internal sources but also by accessing external knowledge from
customers and additional stakeholders to gain insights concerning novel product and
service development. (Opata et al.,, 2019). As a corollary, enterprises have pivoted
towards the utilization of social media networks (AbdelAziz et al., 2021; Scuotto et al.,
2017). Therefore, most businesses are now starting to focus on various strategies to
obtain information, build relationships with customers, and be able to create a product
that suits customer desires, in this case how consumers are able to create value together
with the business (Chepurna and Criado, 2018).

Prahalad states value co-creation as the creation of joint value by companies and
customers, enabling customers to jointly build service experiences to suit their context
(Zhang et al., 2020). Co-creation provides consumers with the tools and opportunities to
work with business organizations in producing their value offerings (Zhang et al., 2020).
The customer participation activities include several activities in value co-creation such as
searching for information, sharing information, and responsible behavior so that
customers are cooperative and personal interaction (Abdelaziz et al., 2021). Customer
engagement can be enhanced through the utilization of the internet and digital
technologies that facilitate connections between customers and enterprises, as well as
between customers themselves (Chepurna and Criado, 2018). For example, within social
media environments, customers can participate in value co-creation through
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organizational and peer-customer interactions to discuss product design, manufacturing,
and consumption experiences (Zhao et al., 2018).

Hypothesis Development

This study identifies how digital marketing, sustainable marketing, and value co-creation
can create a competitive advantage. Hussain et al. (2023) explained that digital marketing
provides precise targeting, personalization, and engagement opportunities that enhance
customer experiences. This digital approach works seamlessly with the sustainability
marketing orientation described by Lucic (2020), which focuses on building strong
stakeholder relationships and integrating sustainability values throughout business
operations. When combined with value co-creation processes outlined by Solakis et al.
(2022), where businesses actively involve customers in knowledge exchange and skill
development, these strategies create a comprehensive approach that generates unique
customer experiences. This integrated strategy not only builds stronger brand loyalty and
improves brand image but also creates distinctive customer value propositions that
competitors struggle to replicate, ultimately establishing a sustainable competitive
advantage.

Digital Marketing Adoption Towards Sustainable Marketing Orientation

Currently, organizational power has shifted towards consumers who wield an increasingly
elevated, active, engaged, and controlling role in communication. Moreover, the
amassing of voluminous data and information is paramount within the enterprise's CRM
efforts, guiding towards enhanced understanding of customer needs and more precise
targeted marketing strategies (Jacova & Horak, 2015; Hommerova & Patrovsky, 2017).
Therefore, companies must focus on providing various means of excellent treatment to
customers. Besides customers, focusing various activities on stakeholders is necessary to
make a business sustainable (Jones et al., 2018). This underlines the need to implement a
sustainable marketing orientation. Sustainable marketing orientation (SMO) derives from
the concept of market orientation where a company needs to be able to provide superior
value to consumers and other stakeholders (Lucic, 2020).

Marketing orientation considers three dimensions. First, customer orientation refers to
measuring employee contributions to customer service and customer satisfaction. In this
regard, customer satisfaction programs must be continually investigated and refined.
Second, competitor orientation is where services must respond to what competitors are
doing. Finally, coordination between functions is based on information sharing and
efficient use of internal resources to support value creation that can provide benefits to
customers (Kuntobutr et al., 2019). To help companies meet the demands of a sustainable
marketing orientation, digital technology assistance, especially in the form of digital-
based marketing technology, becomes highly essential. By using digital-based marketing,
it will be easier for companies to collect information about customers, competitors, and
other stakeholders. This includes the use of email marketing, social media marketing,
content marketing, and other strategies to gain the information needed by the company
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and encourage the creation of a sustainable marketing orientation for the company (De
Oliveira et al., 2020). Therefore, the subsequent hypothesis is advanced.

Hi: Digital marketing adoption has a positive effect on sustainable marketing orientation.

Sustainable Marketing Orientation Towards Competitive Advantage

A fundamental determinant of organizational or commercial success lies in establishing
competitive advantage. Competitive advantage is characterized as the distinctive value or
organizational performance that surpasses competitors and cannot be replicated
(Knudsen et al.,, 2021). To create a competitive advantage that matches consumer
perceptions, a marketing orientation concept is needed. Marketing orientation prompts
organizations to proactively pursue comprehensive insights into consumer requirements,
aspirations, and inclinations. By adopting a customer-centric approach, organizations
endeavor to establish enduring relationships. The principal objective involves ensuring
consumer satisfaction, potentially fostering elevated customer fidelity and contributing
to sustained revenue enhancement (Gruber-Muecke & Hofer, 2015).

Furthermore, the orientation of sustainable marketing is building and managing
relationships with various stakeholders, of which consumers are the most important
group (Lucic, 2020). A market-oriented concept of sustainability has been developed, this
strategy focuses on marketing practices that are socially and environmentally responsible,
which will trigger sustainable actions and lead to the creation of unique resources
(Leonidou et al., 2015; Crittenden et al., 2011). Motivating organizations to develop
distinctive, rare, and complex resources that facilitate differentiation from competitive
organizations' strategies can foster competitive advantage creation (Papadas et al., 2019).
Therefore, the subsequent hypothesis is advanced.

H.: Sustainable marketing orientation has a positive effect on competitive advantage.

Digital Marketing Adoption Towards Competitive Advantage

Market globalization and competitive developments create the need for new technology
and innovation for business people, not only that, competitive competition can also make
it difficult for organizations to survive and progress (Cvjetkovi¢ et al., 2020). One solution
in this unstable environment is to carry out activities that can be used to compete, namely
adopting digital-based marketing strategies (Olson et al., 2021). Enterprises must allocate
resources toward digital marketing initiatives, as this approach facilitates competitive
positioning in expanding businesses and enables utilization of diverse marketing
instruments that can establish customer relationships and generate business
competitiveness (Weru & Mbugua, 2017).

The integration of digitally-based technologies, particularly within marketing functions,
can enhance business transformation by improving the velocity, precision, and
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operational efficiency in exchanging substantial information volumes. This profit will
increase sales volume and increase business income (Kano et al., 2022). The various
advantages of implementing this digital marketing strategy can help most business
owners create a competitive advantage (Mogos, 2015). Therefore, Internet-based
marketing must be regarded as a strategic asset with the potential to harness business
learning within the digital milieu, thereby empowering marketers to leverage digital-
centric marketing in the pursuit of competitive advantage (Chauhan et al.,, 2015).
Therefore, the subsequent hypothesis is advanced.

Hs: Digital marketing adoption has a positive effect on competitive advantage.

Relationship between Digital Marketing Adoption and Competitive Advantage
Moderated by Value Co-creation

Recently, researchers (Cheung & To, 2021; Merz et al., 2018) has confirmed that co-
creation has evolved into an essential component of organizational activities. The
aspiration for distinctiveness, uniqueness, and dissatisfaction with existing options
motivates consumers to interact with organizations, thereby participating in collaborative
value formation, commonly termed value co-creation (Sahi et al., 2022). Value co-creation
represents collaboration between producers and consumers in generating value through
product and service definition, production, delivery, and utilization (Sheth & Hellman,
2018). Sharma (2021) states that co-creation strategies can help micro-enterprises
increase the perception of their product differentiation to consumers. Products that are
co-created are considered more interesting, innovative, different, and suitable to meet
consumer needs compared to products that are not co-created or mass-produced. Of
course, product creation that stimulates and encourages product and service innovation
aims to get the competitive advantage (Sahi et al., 2022). Business professionals can
enhance competitiveness by implementing digital marketing approaches, particularly via
social media platforms, to expand consumer networks and promote offerings. (Humaidi
et al., 2023). Consequently, digital-centric marketing strategy adoption, combined with
value co-creation implementation, will further enable organizations to achieve enhanced
competitive positioning. Therefore, the subsequent hypothesis is advanced.

H,: Value co-creation moderates the influence of digital marketing adoption on
competitive advantage.

Relationship between Sustainable Marketing Orientation and Competitive Advantage
Moderated by Value Co-creation

Competitive advantage represents the extent to which organizations can obtain and
sustain leading positions compared to competitors through customer value creation. This
encompasses capabilities enabling organizational differentiation from competitors (Feng
et al., 2010). In recent times, consumers have changed their role from simply purchasing
products and services, they are now becoming more active as self-motivated consumers
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who can define and generate value for themselves (Anshu et al.,, 2022). Consumer
participation in collaborative value formation enables organizations to monitor evolving
customer preferences, ensuring new product offerings accurately reflect consumer
preferences at the time of market introduction (Martinez, 2014). Thus, to meet individual
demands, companies must develop the most appropriate products or services from a
variety of resources that require greater flexibility. Co-creation activities are considered
very important for turning customer efforts, skills, and knowledge into new sources of
competitive advantage for companies (Mostafa, 2016). A market-oriented concept of
sustainability has been developed, this strategy focuses on marketing practices that are
socially and environmentally responsible, which will trigger sustainable actions and lead
to the creation of unique resources (Leonidou et al., 2015; Crittenden et al., 2011).
Encouraging organizations to develop distinctive, rare, and complex resources that
facilitate differentiation from competitive organizations' strategies can promote
competitive advantage development (Papadas et al., 2019). Thus, implementing
sustainable marketing approaches and value co-creation practices within organizational
operations will enhance competitive advantage attainment. Therefore, the subsequent
hypothesis is advanced.

Hs: Value co-creation moderates the influence of sustainable marketing orientation on
competitive advantage.

Value Co-creation

Digital Marketing
Adoption

Competitive
Advantage

Sustainable
Marketing
Orientation

Figure 1 Research Model

Jurnal Manajemen Bisnis, 2025 | 260



Farid, Putra, Bachri & Sutomo
Digital Marketing and Sustainable Marketing to Create Competitive Advantage in SMEs: ...

Research Methods
Research Methods

While digital marketing implementation has been acknowledged in MSME literature,
limited understanding persists regarding how and to what degree it impacts sustainable
development of MSMEs within national contexts (Kraft et al., 2022; Zhang et al., 2023).
Given this knowledge gap, we examined the hypothesis within MSME research
parameters by gathering data from numerous MSMEs operating in Palu City, Indonesia.
This investigation constitutes descriptive-causal research, concentrating on small and
medium enterprises for data acquisition purposes.

Sampling and Data Collection

In the selection of research respondents and participants, the investigators employed a
probability sampling technique, specifically the simple random sampling approach. Within
the simple random sampling methodology, each element in the population possesses a
known and equivalent probability of selection. Moreover, every potential sample of a
given size holds a known and equivalent likelihood of being the actual sample chosen
(Malhotra, 2020). In ensuring that each element of the MSME population in Palu City has
an equal opportunity to be selected, the initial step involved collecting and compiling a
list of MSMEs operating in Palu City. After the MSME list was collected, it was then filtered
to include MSMEs that had been operating for at least one year and were already
implementing digital marketing strategies. After filtering, each remaining MSME still had
an equal opportunity to be selected. Subsequently, a simple random methodology was
implemented, wherein individual MSMEs received unique numerical identifiers, with
selection conducted via statistical software that randomly identified numbers to ensure
unbiased sample selection. The structured questionnaire comprises two sections: Part A
containing respondent demographic information, and Part B presenting statements
regarding each research variable. The structured questionnaire contains thirty-five
statements answered by selected respondents (MSME business owners).

The aim of obtaining several actual data that is useful both in theory and practice is
realized by using SME representatives and owners to answer questionnaires by relying on
the comprehensive data they have. The number of MSMEs in Palu City, Indonesia is 1,853
MSMEs (Antara, 2023), encompassing diverse sectors including manufacturing, retail and
wholesale, services, automotive trade, communications, fashion, food and beverage,
among others. This investigation utilized 120 samples, conforming to the minimum
sample size requirement of 100-200 when employing SEM methodology (Hair et al.,
2021).

Implementation of Simple Random Sampling to guarantee equitable selection
opportunity for all enumerated SME segments. Selected MSMEs necessarily included
those having implemented digital marketing approaches. Before initiating primary data
collection, a preliminary examination involving 30 respondents was executed to evaluate
the measurement instrument's construct validity and reliability metrics. The results found
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in the reliability evaluation of all variables have met the established standards and have
fulfilled the reliability standards. In the validity evaluation, two indicators were found not
to have values above the threshold, namely the indicator “using special methods to
encourage consumers to dialogue with the business” in the dialog dimension and value
co-creation variable. Additionally, the indicator “all information disseminated can be
trusted” in the transparency dimension and value co-creation variable, thus these
indicators were not used in this current research. Qualitative feedback was also collected
for statements that were difficult to understand, so the language was simplified.
Operational Variable

The investigation at hand leveraged a questionnaire instrument, a standard metric tool
administered to the participants. The questionnaire employed a Likert scale, specifically
one ranging from 1 to 5, with response options spanning from "strongly disagree" (1) to
"strongly agree" (5) (Malhotra, 2020). The research indicators for each variable are as
follows: digital marketing adoption has nine items adapted from (Ritz et al., 2019).
Sustainable marketing oriented is measured with ten items adapted from (Lucic, 2020).
Competitive advantage was measured with six items adapted from (Alghamdi & Agag,
2024; Lee et al., 2016; Jain et al., 2017). Finally, value co-creation was measured with ten
items adapted from (Zaborek & Mazur, 2019).

Analysis Technique

This investigation employs Structural Equation Modeling (SEM) with PLS as the analytical
technique. The results of data analysis were reported in two stages to evaluate the
suitability of the research model. There were two evaluations in this study. The
measurement model evaluation incorporated convergent validity, discriminant validity,
and composite reliability assessments. Concurrently, the internal model assessment
encompassed structural analysis utilizing R Square measurements (Latan & Ghozali,
2017). During preliminary measurement scale development phases, loading coefficients
ranging between 0.5 and 0.6 are typically deemed sufficient. However, this investigation
implemented a minimum loading coefficient threshold of 0.70.

Results and Discussion
Respondent Profile

The survey in this study was aimed at business owners or managers. Respondents were
selected by directly visiting the business premises and talking to related parties. Of the
main respondents, 49.16% worked as business owners, 11.67% as business managers,
10.83% as supervisors, and 28.34% as staff or employees. This indicates the
representation of different levels of business management in this study. Details on the
characteristics of the respondents are presented in Table 1.
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Table 1 Characteristics Respondent

Respondent’s Position

Business owner 59 49.16%
Business manager 14 11.67%
Supervisor 13 10.83%
Staff/employees 34 28.34%
Type of Business

Retail/Wholesale 10 8.33%
Manufacture 16 13.34%
Service 28 23.33%
Culinary 51 42.5%
Craft 15 12.5%
Digital Marketing Adoption Levels

Haven’t adopted yet 0 0%
Just starting to adopt 48 40.0%
In process 33 27.5%
Have adopted 39 32.5%
Collaboration with Customers

Never 3 2.5%
Seldom 66 55.0%
Sometimes 32 26.67%
Often 19 15.83%
Type of Collaboration

Product development 28 23.33
Service feedback 76 63.33
Co-Design 12 10.0%
Community Building 4 3.33%

Table 1 illustrates the demographic profile of small and medium enterprises operating in
Palu City that constitute the research subjects for this digital marketing adoption
investigation. The most dominant type of business is services (42.5%), followed by
culinary (23.33%), manufacturing (13.34%), crafts (12.5%), and retail/wholesale (8.33%).
This reflects the diversity of the industry sector in Palu City, with the main focus being on
the service and culinary sectors. Digital marketing adoption levels demonstrate
considerable variation among the examined SMEs. Among these businesses, 40% of them
have just started adopting digital marketing, 27.5% are in the process of adopting digital
marketing, and 32.5% have fully adopted digital marketing. There are no respondents who
have not adopted digital marketing at all. In terms of collaboration with customers, most
SMEs rarely collaborate (55%), while 26.67% sometimes collaborate and only 15.83%
often collaborate. The most common type of collaboration is service feedback (63.33%),
followed by product development (23.33%), co-design (10%), and community building
(3.33%). This shows that although digital marketing adoption is quite widespread in Palu
City, customer interaction and collaborative processes require enhancement to achieve
sustainable competitive advantages.
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Measurement Reliability and Validity

Convergent Validity

Convergent validity indicates the degree to which construct measurement indicators
demonstrate strong inter-correlation, suggesting measurement of identical concepts.
Loading factor serves as the metric for convergent validity assessment. The limit used in
this study refers to (Sarstedt et al., 2021), namely a loading factor score > 0.50. In the
context of analysis with tools such as SmartPLS, ensuring convergent validity is an
important step to ensure that the model built has a solid foundation and reliable results.

Table 2 Measurement Scales

Digital
Marketing
Adoption

Sustainable
Marketing
Orientation

Competitive
Advantage

Value Co-
creation

Perceived
Usefulness

Perceived
Ease of Use

Perceived
Economic
Benefit
Strategic
Integration

Societal
Engagement

Ethical
Capabilities

Dialog

Access

Risk
Assessment
Transparency

Using the Internet to promote business products or services will enable companies to achieve faster growth.
Leveraging online platforms to advertise goods or services enhances the company’s capability to boost
customer engagement in its operations.

Employing digital channels to market products or services accelerates business sales.

Designing online promotions for products or services effortlessly.

Accomplishing online marketing objectives easily.

Creating online campaigns for products or services easily.

Promotions on products/services are conducted online to save money.

By managing online promotions for a business, excess funds can be allocated to other areas.

When starting an Internet promotion project, the hope is that businesses can save more.

Business success is evaluated using a mix of financial, environmental, and social performance indicators.
Dedicated to tracking customer satisfaction.

Assessing the environmental impacts of the products/services.

Evaluating the impacts of products/services on society and communities.

Collaborating with diverse stakeholders to comprehend their expectations.

Choosing suppliers based on robust environmental, social, and economic criteria.

Facilitating personnel advancement and professional development through structured training programs and
career trajectory planning.

Operating with integrity and responsibility in pricing products and services.

Ensuring customers always have comprehensive information about all product/service offerings.

All offers are conveyed clearly, accurately, and honestly to consumers.

The company has strategic advantages over competitors.

Overall, the company is run more successfully than its competitors.

The organization can implement cost reduction strategies to achieve price competitiveness within the
marketplace.

The company has been able to increase productivity in recent years.

The company has a good image in the minds of customers.

The company can attract workers with the best talent from the market.

Systematically conducting dialogue with product/service consumers.

Dialogue is carried out to generate ideas for new products/services or product modifications.

Consumer dialogue facilitates learning regarding consumer product/service experiences.

Consumers maintain selection capability for specific product/service elements affecting usability and/or
aesthetic qualities.

Consumers consistently retain preferred payment method selection options.

Consumers invariably maintain preferred communication channel selection capabilities.

Customers are prompted to examine comprehensive information regarding product/service utilization.

The offering provides complete safety for all users, eliminating risk notification requirements.

The information published on the website is the latest and most up-to-date information.

Promptly responding to all inquiries from customers and potential customers.

0.750
0.761

0.815
0.856
0.740
0.835
0.860
0.794
0.833
0.765
0.808
0.801
0.865
0.915
0.862
0.866

0.886
0.854
0.820
0.906
0.877
0.897

0.895
0.918
0.911
0.878
0.843
0.720
0.853

0.894
0.885
0.848
0.846
0.827
0.808
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Table 2 illustrates the loading coefficient values for individual indicators, all exceeding
0.70. This demonstrates that each indicator adequately explains its corresponding
measured variable, indicating the variable's validity for subsequent analytical procedures.

Construct Reliability

Reliability evaluation, designated as construct reliability, constitutes an essential
procedure for verifying internal consistency within measured constructs. Construct
reliability quantifies the degree to which indicators comprising a specific construct exhibit
measurement uniformity and stability. The reliability assessments implemented within
The Partial Least Squares (PLS) analytical framework encompasses both composite
reliability and Cronbach's alpha coefficients, utilized jointly as they incorporate individual
indicators' outer loading values. A construct demonstrates reliability when its composite
reliability and Cronbach's alpha coefficients surpass the 0.70 threshold (Hair et al., 2016).

Table 3 Cronbach’s Alpha & Composite Reliability Values

Digital Marketing Adoption 0.943 0.932
Sustainable Marketing Orientation 0.961 0.955
Value Co-creation 0.960 0.954
Competitive Advantage 0.963 0.953
Competitive Advantage*Digital Marketing 1.000 1.000
Competitive Advantage*Sustainable Marketing 1.000 1.000

As Table 3 demonstrates, each variable exhibits Composite Reliability values exceeding
0.70 and Cronbach's alpha coefficients greater than 0.60. Therefore, all variables or
constructs can be considered to demonstrate robust reliability.

R-Squared

The determination of the R-squared (R?) metric stands as a veritable paragon of
importance, measuring the remarkable ability of independent variables to elucidate the
variance inherent within the dependent variable. An R-squared value of greater

magnitude signifies a model of heightened predictive prowess.

Table 4 R-Squared Values

Competitive Advantage 0.937 0.934
Sustainable Marketing Orientation 0.710 0.707

As seen in Table 4, The research outcomes demonstrate digital marketing's influence on
sustainable marketing orientation and competitive advantage. Regarding the initial
relationship between digital marketing and sustainable marketing orientation, the R-
squared value reaches 0.710 (71.0%), suggesting digital marketing exerts substantial
influence on sustainable marketing orientation. Concerning the additional relationship
between digital marketing and competitive advantage, the R-squared value attains 0.937
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(93.7%), indicating digital marketing exercises remarkably significant influence on
competitive advantage.

Path Coefficient Estimation

Path coefficient estimation constitutes the process of quantifying relationship strength
and directionality between latent variables within research frameworks. These
coefficients emerge through PLS algorithmic processes that optimize linear relationships
between latent variables. In this investigation, influence directionality remains
unambiguous. Consequently, the analysis employed exclusively one-tailed testing with
0.05 designated as the significance threshold and a calculated t-value of 1.65. Path
coefficient examination results appear in Table 5.

Table 5 Path Coefficient

Digital Marketing Adoption -> 0.842 35.139 0.000 Supported
Sustainable Marketing Orientation

Sustainable Marketing Orientation -> 0.500 8.757 0.000 Supported
Competitive Advantage

Digital Marketing Adoption -> 0.135 2.398 0.017 Supported
Competitive Advantage

Digital Marketing -> Competitive 0.155 2.750 0.006 Supported
Advantage (Co-Creation as Moderator)

Sustainable Marketing Orientation -> 0.143 2.427 0.016 Supported

Competitive Advantage (Co-Creation
as Moderator)
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Figure 2 Path Analysis Results
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Figure 2 displays the findings derived from path analysis. The initial assessment of the
relationship between digital marketing implementation and sustainable marketing
orientation generated a t-value calculation of 35.139, considerably exceeding the critical
threshold of 1.65, with a p-value of 0.000, substantially below the established significance
level of 0.05. Consequently, the first hypothesis (Hi) receives strong validation.
Furthermore, examination of the relationship between sustainable marketing orientation
and competitive advantage yielded a calculated t-value of 8.757, surpassing the critical
threshold of 1.65, with a p-value of 0.000, below the 0.05 significance level. Thus, the
second hypothesis (H>) is likewise confirmed. Finally, analysis of the connection between
digital marketing implementation and competitive advantage produced a calculated t-
value of 2.398, exceeding the critical value of 1.65, with a p-value of 0.017, below the
established threshold of 0.05. This substantiates the third hypothesis (Hs).

The fourth finding reveals the relationship examination between digital marketing
implementation and competitive advantage, with value co-creation serving as the
moderating factor. The calculated t-statistic of 2.750 surpasses the 1.65 critical threshold,
with a p-value of 0.006, significantly below the 0.05 significance level. This confirms the
fourth hypothesis (H4). Additionally, the fifth finding examines the relationship between
sustainable marketing orientation and competitive advantage, with value co-creation
again functioning as the moderating variable. The calculated t-statistic of 2.427 exceeds
the 1.65 critical value, with a p-value of 0.016, below the 0.05 significance threshold. This
confirms the fifth hypothesis (Hs).

According to the Dynamic Capabilities Theory concept (Teece et al., 1997), companies
achieve competitive advantage through their ability to reconfigure resources in response
to environmental changes. Digital marketing serves as a dynamic capability that enables
rapid adaptation to market trends and real-time data analysis (Hussain et al., 2023).
Integration with sustainable marketing builds long-term relationships with stakeholders
and anticipates regulatory changes (Lucic, 2020), while value co-creation involves
customers in the development of shared value (Solakis et al., 2022) which will create an
adaptive marketing ecosystem that is difficult for competitors to imitate, thereby
strengthening the company's competitive position.

Digital Marketing Adoption Towards Sustainable Marketing Orientation

This research finds that the use of digital-based marketing strategies can encourage
sustainable marketing orientation in a company. In the hallowed halls of sustainable
marketing, the stakeholders are deemed the most crucial parties for a company to heed,
with the consumer reigning supreme as the central focus (Lucic, 2020). This conceptual
paradigm implores the company to uncover the precise methods and means by which to
nurture and cultivate fruitful relationships with all involved parties. Therefore, in building
and managing relationships with stakeholders, the role of digital marketing becomes very
crucial. Technology and digital strategies enable companies to communicate more
effectively and efficiently with various interested parties. Through digital marketing,
companies can reach stakeholders more widely and on target, convey information quickly,
and build more personal and responsive interactions (Troise & Camilleri, 2021).
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Beyond its primary functions, digital marketing exhibits significant connections to
sustainable marketing principles. Sustainable marketing strategies emphasize achieving
equilibrium among economic viability, environmental stewardship, and social welfare
considerations. Through digital marketing platforms, organizations can effectively
communicate their sustainability initiatives—including eco-friendly material utilization,
ethical business operations, and corporate social responsibility programs—to
stakeholders with transparency and consistency. Furthermore, digital marketing
technologies facilitate the measurement and analytical assessment of stakeholder
responses regarding these sustainability endeavors, which can then be used to improve
the company's strategy and approach Diez-Martin et al. (2019) in their research also found
the same results as this research, the research stated that to build sustainable marketing
using digital marketing, Organizations must consider various critical elements including
customer-centric approaches and value propositions, digital consumer behavioral
patterns, environmentally responsible digital marketing practices, competitive
superiority, sustainable supply chain management, and organizational internal
capabilities.

Sustainable Marketing Orientation Towards Competitive Advantage

This study finds that companies’ attempts to focus on a diverse range of sustainable
marketing practices or activities positively affect their competitive advantage. Sustainable
marketing refers to the decision-making processes and business activities undertaken by
local communities and consumers, such as production and sales, as well as socially and
environmentally friendly practices (Jung et al., 2020). The problem that occurs is that
company owners focus more on how to meet consumer needs with the various products
and services they offer. This is important to note because, in essence, the focus of
consumers is looking for products or services that can solve the problems they face.
Meanwhile, the company's responsibility for sustainable marketing is not yet considered
very important by consumers (Sheth & Parvatiyar, 2021).

Companies need to pay close attention to sustainable marketing practices because this
can significantly influence the acquisition of competitive advantages. Sustainable
marketing allows companies to respond to the needs and desires of consumers who are
increasingly concerned about environmental and social issues. By demonstrating a
commitment to environmentally friendly and ethical practices, companies can build a
better reputation, increase customer loyalty, and attract a more sustainability-conscious
market segment. In addition, this approach often leads to innovation in products and
services, which allows companies to offer unique solutions that differentiate them from
competitors, thereby creating significant added value for customers.

Digital Marketing Adoption Towards Competitive Advantage
The findings of this research indicate that strategic implementation of digital marketing
methodologies contributes significantly to establishing organizational competitive

advantage. This advantage stems from digital marketing's capacity to access broader and
more precisely defined audience segments while maintaining superior cost-effectiveness,
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provides data analytics that allows companies to obtain real-time information while
simultaneously making real-time strategy adjustments, and strengthens customer
relationships through more personal and sustainable interactions. Additionally, a strong
online presence helps build a positive brand image and global reputation, while the ability
to experiment with various strategies and integrate advanced technologies such as
artificial intelligence enhances operational efficiency and delivers better customer
experiences. These factors create significant competitive advantages for companies in an
increasingly digital marketplace. Furthermore, data analytics enables sustainable
marketing by providing real-time insights into consumer behavior and resource usage
patterns, allowing companies to optimize campaigns and reduce environmental impact.
Artificial intelligence enhances these capabilities by automating personalized
communications that build meaningful customer relationships while efficiently allocating
resources to minimize waste and ensure long-term marketing sustainability (Lopez, 2023).

In their study, Hussain et al. (2023) revealed the importance of adopting digital marketing
technology for a company. Digital marketing can help a business to further develop and
create a competitive advantage by offering new capabilities such as targeting more on
point, minimizing costs, being more interactive with customers, and having the
performance of a given campaign easier to calculate by the system. Denga et al. (2022)
also indicates that digital marketing strategy development enhances organizational
competitive advantage. Digital marketing enables organizations to minimize operational
efforts while maximizing outcomes. Furthermore, digital marketing adoption addressing
technological advancement challenges facilitates organizational adaptation. In
contemporary environments, organizations pursuing competitive advantage consider
digital marketing transformation a strategic necessity.

Relationship between Digital Marketing Adoption and Competitive Advantage
Moderated by Value Co-creation

The empirical evidence from this research establishes that value co-creation significantly
enhances the correlation between digital marketing implementation and competitive
advantage attainment. Digital marketing encompasses modern internet-enabled
communication tool utilization for product or service promotion within target markets
across organizational contexts (Suh & Chow, 2021). Various business entities extensively
employ these communication tools for information exchange, target market engagement
for promotional purposes, and business equity development (Nuseir et al., 2022).
Numerous organizations implement digital marketing to strengthen competitive
positioning (Momaya, 2020; Sonar et al., 2020). Digital marketing facilitates enhanced
brand awareness among consumers alongside improved brand loyalty (Jain et al., 2020).
Digital marketing capabilities include marketing cost reduction, increased consumer
traffic on brand platforms, and search engine ranking improvement (Kaushik, 2016).
Digital marketing's organizational impact has generated exceptionally favorable
consumer relationships, with platforms offering efficient and powerful product and
service promotional channels (Singh et al., 2022).
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Implementing digital marketing strategies additionally assists organizations in accessing
target markets more effectively. Djakasaputra et al. (2021) explain that relationships
between business organizations and target markets depend on systematic organizational
approaches providing clear, differentiated messaging to target markets through digital
marketing, delivering unique experiences for both consumers and business organizations.
Value co-creation represents a strategic approach to generating value through consumer
collaboration. The implementation of value co-creation mechanisms further promotes
competitive advantage development for organizations by establishing effective systems
and processes that enable seamless information exchange, collaborative practices, and
knowledge transfer in managing human capital, infrastructural resources, and
organizational intangible assets. Such implementation may encompass advanced
technological integration, data-informed decision frameworks, and collaborative
operational environments. By leveraging information interaction capabilities, SMEs can
enhance their organizational agility, market responsiveness, and innovative potential,
thereby vyielding improved operational performance and sustainable competitive
positioning (Sen et al., 2023). Evidently, digital marketing instrumentation facilitates and
enhances organizational capabilities for consumer communication in developing products
aligned with consumer preferences and requirements.

Relationship between Sustainable Marketing Orientation and Competitive Advantage
Moderated by Value Co-creation

This research demonstrates that value co-creation strengthens the relationship between
sustainable marketing orientation and competitive advantage. Sustainability market-
oriented concepts have developed as strategies focusing on socially and environmentally
responsible marketing practices. This strategy is designed to trigger sustainable actions
that lead to the creation of unique resources, that have high strategic value for the
company (Leonidou et al., 2015; Crittenden et al., 2011). Organizations adopting this
approach demonstrate sustainability commitment, satisfying customer and stakeholder
expectations while enhancing brand reputation and customer loyalty. This sustainable
marketing approach establishes stronger relationships with environmentally and socially
conscious consumers while strengthening market positioning. Encouraging companies to
create unique, rare, and complex resources is key to this strategy. These resources may
include product innovation, more efficient production processes, or ethical and
environmentally friendly business practices, all of which can be used to differentiate from
competitors. This strategy allows companies to develop sustainable competitive
advantages, by offering value that cannot be easily imitated by competitors (Papadas et
al., 2019).

Existing research has found the importance of using value co-creation strategies in
creating competitive advantage (Sahi et al., 2022; Sun et al., 2022; Sen et al., 2023). Value
co-creation practices consist of co-production, co-design, and co-innovation (Saha et al.,
2022). As an example of co-design, companies can enable consumers to personalize their
products with a variety of feature options, transforming passive consumers into active
participants in the product creation process. Various efforts have been made to study the
impact of value creation together in building and maintaining the company's competitive
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advantage (Mostafa, 2016). Involving customers in developing innovations allows
companies to get various kinds of ideas that have not been thought of by related
companies or competitors so that in the end these ideas can become a source of
competitive advantage for the company (Mostafa, 2016). Through sustainable marketing
orientation adoption, organizations simultaneously address environmental and societal
concerns relevant to consumers while enabling their active participation in value creation
processes. This engagement establishes profound emotional connections between
organizations and consumers, as customers experience meaningful involvement in
initiatives generating broader societal benefits. Such collaborative engagement reinforces
consumer trust and loyalty through value alignment identification. Consequently, value
co-creation within sustainable marketing frameworks enhances not only customer
satisfaction metrics but also strengthens organizational reputation as responsible and
innovative industry leaders, ultimately generating sustainable competitive advantage
within market environments.

Conclusion

This investigation demonstrates that digital marketing implementation significantly
affects sustainable marketing orientation and competitive advantage. Analytical
outcomes indicate that enhanced digital marketing adoption corresponds with
strengthened sustainable marketing orientation. This directly contributes to
organizational competitive advantage enhancement. Sustainable marketing orientation
independently demonstrates direct positive influence on competitive advantage.
Consequently, sustainable marketing orientation functions as a crucial mediating factor
connecting digital marketing implementation with competitive advantage.

Additionally, this research establishes value co-creation's significant moderating function
in the relationship between digital marketing implementation, sustainable marketing
orientation, and competitive advantage. Value co-creation moderation strengthens this
relationship, indicating that organizations capable of customer collaboration in shared
value creation enhance digital marketing implementation and sustainable marketing
orientation's positive impact on competitive advantage. These findings emphasize
customer involvement importance in marketing strategies for sustainable competitive
advantage achievement.

Theoretical and Managerial Implications

This investigation provides significant theoretical contributions by expanding
understanding regarding relationships between digital marketing implementation,
sustainable marketing orientation, and competitive advantage. These findings support
theories that technology adoption and sustainable approaches enhance organizational
competitiveness. Furthermore, this research introduces value co-creation as a
moderating factor, previously underdiscussed in existing literature. Consequently, this
investigation addresses literature gaps by demonstrating how organizational-customer
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collaboration in value creation strengthens digital marketing implementation and
sustainable marketing orientation's positive effects on competitive advantage.

From practical perspectives, this research offers valuable insights for small and medium
enterprise (SME) managers and owners regarding digital marketing strategy adoption
importance and sustainable marketing orientation integration. SME implementation
steps for digital marketing integration with sustainability initiatives include aligning digital
content with sustainability values and employing data analytics to measure sustainability
initiative impacts on consumer perceptions. SMEs can optimize low-cost digital platforms
to communicate sustainable practices and establish online communities supporting
sustainability values. Through customer involvement in value co-creation processes,
organizations can enhance market competitive advantage. This research suggests that
organizations seeking enhanced competitiveness should focus on digital marketing
technology adoption, sustainable marketing strategy development, and active customer
collaboration promotion for shared value creation. This approach enhances customer
satisfaction and loyalty while strengthening organizational positioning as innovative and
responsible industry leaders.

Limitation and Recommendations

This study has several limitations that need to be noted. This research focuses on SMEs in
a specific region, so the generalization of the results of this research may be limited to
certain geographic contexts and types of businesses. Additionally, this investigation
considers specific variables without incorporating other external factors potentially
influencing relationships between digital marketing implementation, sustainable
marketing orientation, and competitive advantage.

To enhance result generalizability, subsequent research should incorporate broader and
geographically diverse participant samples. Future investigations might integrate
qualitative methodological approaches to acquire deeper insights into value co-creation
processes and factors influencing digital marketing adoption. Additionally, forthcoming
studies could examine external factor effects, including governmental regulatory
frameworks, economic conditions, and industry developments, on the examined
relationships. This would provide more comprehensive understanding regarding digital
marketing dynamics and sustainable marketing orientation in competitive advantage
attainment.
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