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ABSTRACT 
 

Homestay industry in Malaysia started in the 1980’s and has encouraged the 
development of innovative local products. Nonetheless, registered homestay 
operators are dwindling due to insufficient income which may be tied to homestay 
performance depending on the marketing capabilities and homestay resources 
(collaboration, product knowledge and supporting resources). Resource Based 
View (RBV) approach was used to accomplish three objectives, first, to investigate 
the direct influence of supporting resources, product knowledge and collaboration 
towards marketing capability. Second, to determine how marketing capability may 
influence performance in the homestay industry. Third, to test the mediating effect 
of marketing capability between supporting resources, product knowledge and 
collaboration towards performance. Data for this study were collected from current 
homestay operators in Sabah, Malaysia registered under the Ministry of Tourism 
Malaysia (MOTAC).  A total of 220 self-administered questionnaires were 
distributed and 180 questionnaires were returned with only 144 were usable. Data 
was analysed using PLS-SEM technique. Based on the results, marketing 
capabilities has a significant influence towards homestay performance. 
Collaboration and supporting resources were found to have a significant influence 
towards marketing capability while product knowledge was not significant. 
Mediation analysis illustrates that marketing capability significantly mediates the 
relationship between collaboration and performance and the relationship between 
supporting resources and performance but not significant for product knowledge 
and performance. These findings indicated the homestay operators should 
focused on their marketing capabilities to boost performance. However, the 
insignificance of product knowledge highlighted in this study needs more attention 
in future research.  
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INTRODUCTION  
 

Malaysia, the melting pot of Asia is rich with cultural and environmental 
diversity attracts millions of tourists on a yearly basis. As of 2016, 26.8 million 
tourists visited Malaysia, contributing 82.1 billion in receipts (MOTAC, 2016). 
Blessed with vast cultural and environmental resources, Malaysia offers a wide 
range of unique tourism products and services to suit the needs of different 
tourists. Among the many existing tourism products, homestays were least known 
among tourists until recently. Although homestays in Malaysia has existed since 
the 1980’s, still the industry is left behind compared to other tourism products that 
Malaysia has to offer. Being a community-based industry, the existence of many 
homestay villages in the country has encouraged the development of innovative 
local products and services that embodies the village identity, which also 
contributes to job creation and income generation of the local community in the 
village adds value through employment and income generation (Jamal, Aminudin, 
Sumarjan, & Chik, 2018). Nonetheless, there is incidence of registered homestay 
operators withdrawing from the homestay program due to insufficient income 
generated from their participation in the program, while some choose to remain 
inactive (Nor & Awang, 2017). This circumstance should not transpire, since 
Malaysia is rich with diverse cultural and environmental resources, the industry 
and the local villages should be able to generate enough income and benefit from 
their participation in the homestay program.  Nonetheless, previous studies on 
Malaysian homestays, posited that homestays were found to lack marketing 
capabilities, where they were unable to initiate a suitable marketing strategy to 
inform and market their products and services to the potential tourists (Pusiran & 
Xiao, 2013 ;Ahmed, Ibrahim & Zakaria, 2011). The same was posited in earlier 
studies, where effective management of resources, overall operations and 
marketing efforts were common problems among small tourism organisations 
(Morrison & Teixeira, 2004). Therefore, based on the Resource Based View (RBV) 
this paper seeks to accomplish three objectives, first, to investigate the direct 
influence of supporting resources, product knowledge and collaboration towards 
marketing capability. Secondly, to determine how marketing capability may 
influence performance in the homestay industry. Thirdly, to test the mediating 
effect of marketing capability between supporting resources, product knowledge 
and collaboration towards performance. 
 
 

LITERATURE REVIEW  
 

Malaysian Homestays 
 

Malaysia’s first sight of homestays goes back to the early 1970’s, when 
tourism in Malaysia were more focused on coastal tourism as a relaxation 
destination. During this time, existing resorts were not able to cater to the demand, 
resulting to some homes in the coastal areas deciding to open their home to 
tourists by providing accommodation and food with minimum charges. However, 
only in 1995 were homestays officially introduced to the Malaysian tourism 
industry (Mapjabil, Ismail, Rahman, Masron & Ismail, 2015). The fundamental idea 
of this homestay program is to accommodate tourists in a village with a local host 
family, where tourists can catch a glimpse of the daily lives of village community 
and simultaneously the opportunity to experience local community in ways that is 
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different from conventional tourism interactions and settings (Dolezal, 2011). 
Officially in Malaysia, the Ministry of Tourism, Arts and Culture Malaysia (MOTAC) 
defined homestay as a program that allows tourists to stay with a local host family 
and experience the everyday way of life of the family in both a direct and indirect 
manner (MOCAT, 1995). As at December 2017, 345 registered homestay 
operators were found in Sabah and 594 in Sarawak (MOCAT, 2018) scattered 
across both states, with majority of them located in the rural areas. Compared with 
other states in Malaysia, Sabah and Sarawak are among states with the most 
number of registered homestay operators and villages. In West Malaysia, the 
highest number of registered homestay is found in Johor with 497 operators and 
24 homestay villages, while Perlis has the least number of registered homestay 
with 56 operators and 3 villages (MOCAT, 2018).  

 
 

Resource Based View 
 

The pioneering works related to RBV can be seen through the works of 
Penrose in 1959, where she introduces the term firm as “a collection of productive 
resources, at which the where and when to use it is determined by administrative 
decision” (Zubac, Hubbard, & Johnson, 2010). In 1984, Wernerfelt introduced the 
term ‘resource-based view’, which sees the firm as a bundle of assets or resources 
which are tied semi-permanently to the firm. Wernefelt argued that focusing on the 
organization’s resources was more important rather than organization’s 
production function as resources determines the organization’s competitive 
advantage that is achieved through effective management and control of unique 
and difficult to imitate resources available to the organization (Teece et al., 1997; 
Lockett & Thompson, 2001). His idea was also supported by Hoskisson, Hitt, Wan 
& Yiu (1999), who added that even if two organisations had the same resources 
at one time, it is unlikely that the resources they have will remain the same in the 
long run because of different management and control of resources available. 
Later studies also posited the same where, Eisenhardt & Martin,(2000) reported 
that despite the nature of the organization’s resources, they are not useful on their 
own, but rather must be assembled, integrated, and managed to form 
organisational capabilities to address external environments and meet changing 
market demands. Over the years, RBV has been widely used in various marketing 
research and was able to present hypothetical and experimental feedback on 
studies pertaining to effects of multiple market-based resources on performance 
across different marketing contexts, such as marketing strategy, international 
marketing and marketing innovation (Zhang, Fang, Wei, Ramsey, McCole, & 
Chen, 2011 ; Ramaswami et al., 2009). Additionally, RBV was also used to study 
the relationship between marketing and other functional capabilities and their 
effects on performance (Kozlenkova, Samaha & Palmatier, 2014).  
 
 

Collaboration 
 

Collaborating with different groups of stakeholders allow organisations to 
operate and innovate more efficiently and effectively, as they can complement one 
another in areas that they are lacking (Zach, 2012). In the tourism context, Sigala 
and Marinidis (2012) identified stakeholders as a combination of three main 
groups, that includes  tourists, suppliers and host community. Each group has a 
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stake in the industry and will be affected by and will be able to affect the 
performance of the industry.  Previous studies acknowledged that the ability of the 
organization to collaborate well with various stakeholders will lead to marketing-
specific capabilities, where information gathered from communication with the 
various stakeholders will be able to create a competitive advantage for the 
organization (Rapp, Trainor & Agnihotri, 2010; Mohammed & Rashid, 2012). In 
terms of marketing, homestay operators that collaborate with stakeholders such 
as the local tourism authorities may capitalize on the marketing expertise and 
knowledge that the local authorities have. Organisations will be able to capitalize 
on the marketing strength of their stakeholders and to reach out to a greater 
number of customers, thus creating competitive advantage for the organization. 
Homesays in Sabah and Sarawak works closely with their stakeholders, including 
the local homestay organisations (Sabah Homestay Association, Sarawak 
Homestay Association), local tourism boards (Sabah Tourism Board, Sarawak 
Tourism Board), governmental agencies (MOTAC) as well as the local tour 
agencies to market their products. 

 
 

Product Knowledge 
 

Previous studies concluded that knowledge is crucial in determining the 
marketing capability of a firm (Hemert et al., 2013; Nieves & Haller, 2014; Tsai & 
Shih, 2004). Research by Ozkaya et al., (2015) concluded that knowledge, 
particularly knowledge on customers and competitors had an effect to firm 
performance. This knowledge gives organisations the advantage to compete with 
their competitors in terms of marketing their products better than their competitor. 
McEvily and Chakravarthy, (2002) posits that  knowledge is critical  in giving the 
organisation a distinct feature as the organisations can forecasts changes in the 
environment that it operates in. Additionally, knowledge also allows organisations 
to build capabilities and take advantage of new opportunities (Wiklund & 
Shepherd, 2003). Moreover, Tsai and Shih (2004) in their study concluded that 
there is a relationship between knowledge, marketing capabilities and 
organization performance, where knowledgeable organisations will be capable to 
handle the customers more effectively as they can better market their products 
and services to their customers. In other words, knowledge enables the 
organization to be more competitive (Hemert et al., 2013; Nieves & Haller, 2014), 
as it enables the organisation to further enhance their existing products and 
services. As such, organisations will be more capable to market their products by 
preparing themselves with strategies that can further push them ahead of their 
competitor.  

 
 

Supporting Resources 
 

Earlier studies based on RBV focused on intangible resources when 
studying about organizational performances. Wernerfelt (1984) suggested that 
intangible resources which are diverse and immobile, with individualistic 
characteristic which are relatively difficult to duplicate, as a great source of 
competitive advantage. This is also supported by previous studies that suggest 
intangible resources (employee’s knowledge, experiences and skills and firm’s 
reputation) as more significant in creating sustainable competitive advantage of 



MALAYSIAN JOURNAL OF CONSUMER AND FAMILY ECONOMICS 
 

 

90 
 
 

the organisation (Galbreath, 2004; Grant, 2002). However, later studies proved 
that physically available tangible resources that can be seen and touched 
(physical and financial resources) were also important in creating competitive 
advantage for an organization (Inmyxai & Takahashi, 2010; Grant, 2002). It is an 
important factor in determining how organisation routines develop in the context 
where organisational activities take place (Reed, 2005) and in determining 
organisational performance (D’Adderio, 2011). Previous studies have concluded 
that tangible resources such as financial resources are important as it helps 
achieve organization stability and success in implementing marketing strategies 
which will bring the organization forward (Shah, 2011; Tzschentke, Krik & Lynch, 
2008). Availability of sufficient financial resources is essential in allowing the 
organization to move forward to achieve its set objectives and simultaneously 
allow the organisation to continuously upgrade themselves and to expand their 
market share to a larger group of customers (Daily, Certo & Dalton, 2000).  

 

Generally, for homestays and tourism industry, both tangible and intangible 
resources are critical for the success of the industry. Among the critical resources 
identified includes location of the homestay, its accommodation infrastructure, 
activity facilities, access to cultural and natural resources and financial resources 
(Hernandez, Suarez-Vega & Jimenez, 2016; Dwyer & Kim, 2003). Studies in the 
tourism context have identified that tangible assets such as the land and location 
on which the organisation is situated as a very important resource for the 
organisation itself, as each location is unique with its own cultural and natural 
attractions which are often capitalised on to give tourists a valuable experience 
during their visit to these areas.  Although some factors can be replicated or 
enhanced, the unique characteristics that originated from the location of the 
tourism destination (i.e. beaches, natural flora and fauna, history, culture, 
geographical location)  are distinct features, exclusive to a destination (Rodríguez-
Díaz  & Espino-Rodríguez, 2008 ; Camisón & Fores, 2015 ).  For homestays, it 
was concluded that location is very important in determining success of the 
homestays as each location has its own unique set of people, culture and other 
natural resources to be  showcased to local and international tourists (Pusiran et 
al., 2012). Strength of the resources can only be seen when organisations are 
capable to assemble, integrate, transform and manage the resources (Teece, 
2007; Maritan & Peteraf, 2011). Therefore, having the right resources and distinct 
capability to use and manage the available resources is crucial for an organisation 
to achieve competitive advantage (Molloy & Barney, 2015; Morris et al., 2017). 
 
 

Marketing Capabilities 
 

An organisation’s marketing capability does not solely refer to the ability to 
carry out marketing mix-based activities such as pricing, advertising, and channel 
management efficiently, but also to extend and implement appropriate marketing 
strategies (Chang et al., 2010). Marketing capabilities are skills and abilities of an 
organisation that helps it to understand changes in the markets and other related 
changes that enable the organisation to operate more effectively (Ripolls & Blesa, 
2012). Nonetheless, marketing capabilities allow organisations to anticipate in 
trends and events before they are fully noticeable and publicise (Day, 2011).  It is 
also referred to as a package of interrelated routines that facilitate the capacity to 
engage in specific marketing activities and respond to the market knowledge 
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(Murray, Gao & Kotabe, 2011; Ngo & O’Cass, 2012). These capabilities include 
market market research, customer relationship management, information sharing 
and dissemination throughout the organisation, coordination mechanisms to 
integrate market knowledge into internal processes, and activities to generate new 
market knowledge (Ripolles & Blesa, 2012). Previous studies also posited that 
marketing capabilities includes the process to combine tangible and intangible 
resources to understand market needs, enables product differentiation, enhances 
customer cooperation and to achieve superior performance (Ren et. al., 2015; 
Gomez, 2015). Additionally, Weerawardena, O’Cass and Julian (2006) posits that 
marketing capabilities allows the organisation to produce products to match the 
needs of niche markets, price the products accordingly that offers customers value 
for their money,  promote the organisations range of products to their customers 
and determine suitable distribution channels.  

 

Marketing capabilities are also essential for tourism based organisations as 
it allows the operators to carry out activities that will bring them closer to the 
potential guests, which is important in identifying the needs and wants of the 
different tourists segments, which have different needs and wants to satisfy 
(Fowler et al., 2000). However, for this to happen, the organisation need time to 
identify the customer and focus their resources on drawing and keeping customers 
who are most profitable and would generate high profits in the future 
(Agyapong,2015 ; Bolton, Bolton, Lemon & Verhoef, 2004). Through marketing 
capabilities, the operators are able to meticulously develop relevant marketing 
strategies for the organisations products and services to suit their target market 
(Morgan, Vorhies & Mason, 2009 ;  Theodosiou, Kehagias  & Katsikea, 2012). 
Apart from being better in understanding current and future needs (Fowler, King, 
Marsh & Victor, 2000), marketing capabilities also allows identification of new 
ways to outperform competitors (Agyapong, 2015). As such, different 
organisations may have variation in their marketing capabilities with the hope to 
outperform their competitors.  

 
 

Homestay Performance 
 

Most performance studies focused on the organisations financial 
performance, that measures profit, revenues and return on investment (Al-Matari, 
Al-Swidi, & Fadzil, 2014; Rice, Liao, Galvin, & Martin, 2015). However, later 
studies found that focusing solely on financial performance is insufficient as 
financial data are usually inaccessible, confidential (Battor & Battor, 2010; Piening 
& Salge, 2015), lack of completeness (Taylor & Taylor, 2014), and accuracy 
(Vicente, Abrantes, Seabra, & Teixeira 2015). Additionally, financial data may be 
exposed to manipulations and interpretations. Therefore, measuring organization 
performance has shift from solely financial or tangible variables to a combination 
of financial, tangible, non-financial, and intangible measures as most suitable 
approach in assessing business performance (Kamboj & Rahman, 2015; Akbaba, 
2012 ; Philela, et al., 2012 ; Sainaghi, Phillips & Corti, 2013). Previous study also 
suggests that most improvement efforts cannot be quantified using financial 
measures alone, particularly performance associated to customers satisfaction 
and product or service quality (Tseng, Kuo & Chou, 2008). As such, subjective 
performance measurements, based on owners’ expectations, allow for greater 
comparability between different types of industries and situations, with varying 
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standards of acceptable performance (Dauda and Akingbade, 2010). This is also 
true for non-financial measurements where it is mostly measured based on the 
owner’s expectations formed based on their experience and knowledge. 
Understanding of intangible measures provides researchers the real picture of an 
organization’s performance because managers who fail to fulfil their personal 
goals are more likely to feel dissatisfied with their businesses, even when it is 
profitable (Bates, 2005). Leonidau et al., (2012) concluded that the ability to 
develop, satisfy and retain customers will affect the financial performance of the 
organization as it will increase the sales volume resulting from increase in repeat 
purchase, generation of positive word of mouth recommendations. Moreover, 
previous research has also demonstrated that firms possessing superior 
marketing capabilities such as brand management capabilities (Morgan et al., 
2004) and customer relationship capabilities (Day & Van den Bulte, 2002; Day, 
2003) usually have superior financial performance (Krasnikov & Jayachandran, 
2008). This is due to reliability and trust issues, where customers build their trust 
and confidence towards the organization’s products and services, thus making 
them loyal customers. Empirical studies have shown that organisations that are 
able to build and maintain a good relationship with their customers were able to 
achieve a 270 per cent increase in business unit profits (Ryals, 2005) and 
increases in organisations stock price (Fornell, Mithas, Morgeson & Krishnan, 
2006), customer loyalty and customer satisfaction (Anderson, Fornell & 
Mazvancheryl, 2004). Measuring performance of the hospitality industry is also 
similar, where the measurement revolves around customer satisfaction, that 
includes  occupancy rate, average room rate, revenue per available room, gross 
operating profit per available room, customer satisfaction, quality, efficiency and 
image that the organization portrays to its customers (Sainaghi, et al., 2013). 
 
 

Hypothesis development 
 

Based on the above literature and discussion this paper will investigate 
seven relationships that will be tested base on the data collected: These 
hypotheses are as follows:- 

 
 

H1: Collaboration has a significant relationship towards Marketing Capabilities 
H2: Product Knowledge has a significant relationship towards Marketing 
Capabilities 
H3: Supporting Resources has a significant relationship towards Marketing 
Capabilities 
H4: Marketing Capability has a significant relationship towards Performance 
H5: Marketing Capability mediates the relationship between Collaboration and 
Performance 
H6: Marketing Capability mediates the relationship between Knowledge and 
Performance  
H7: Marketing Capability mediates the relationship between Supporting 
Resources and Performance 
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METHODOLOGY  
 

Data were collected from homestay operators registered under MOTAC 
and are in operations within Sabah and Sarawak. Based on the g-power 
calculator, the minimum sample size for this study was 77. However, a total of 220 
self-administered questionnaires were distributed to homestay operators in areas 
including Kudat, Kota Belud, Kundasang, Mesilau, Papar, Beaufort, and Kuala 
Penyu in Sabah, while in Sarawak , areas covered were Kuching, Bau, Lundu, 
Samarahan and Serian.  180 questionnaires were returned and only 144 were 
usable for further analysis using both SPSS 23 and Partial least square structural 
equation modeling (PLS-SEM) 3.2.7. Reinartz et al.,(2009) suggested that 100 
cases are enough to achieve acceptable levels of statistical power in PLS-SEM, 
thus supporting the sample size of this study, which is 144. The G*Power software 
also recommended a minimum of 119 respondents as an effective sample size for 
this study. All measurements used in this study were adopted and adapted from 
past studies, where supporting resources, was from Galbreath (2005) and 
Leonidau et al., (2013) ,product knowledge was from Kimiaga (2015),  
collaboration was from Hon and Gruning (1999), marketing capability was from 
Morgan et al., (2009), and homestay performance was from Leonidou et al., 
(2013).  

 
 

Homestay Profile 
 

24.3% of the homestay operators in this study have been in business for 1 
to 4 years (followed by 5 to 8 years (22.9%) and 9 - 12 years (21.5%). Majority of 
them (47.9%) can accommodate 10 and more people at any one time, hosting an 
averaging of 10-20 guests per month (35.4%). 

 
 

Table 1 : Homestay Profile 

Variables Items Frequency Percent 

Years in operation Less than a year 7 4.9 

 1-4 years 35 24.3 

 5-8 years 33 22.9 

 9-12 years 31 21.5 

 13-16 years 21 14.6 

  17 years and above 17 11.8 

No of guests can  1-3 people 12 8.3 

accommodate  4-6 people 37 25.7 

at any one time 7-9 people 26 18.1 

  10 people and above 69 47.9 

Guests received per month Less than 10 people 25 17.4 

 10-20 people 51 35.4 

 21-30 people 16 11.1 

 31-40 people 11 7.6 

  More than 40 people 41 28.5 
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FINDINGS  
 

Data collected using a cross-sectional survey method may face common 
method variance problem (Podsakoff, MacKenzie, Podsakoff & Lee, 2003). 
Therefore, to eliminate any concern arising about the Factor one account for only 
23.87% (less than 50% cut-off point) of the total variance of 62.72%, thus 
indicating that CMV was not a serious problem in this study. The result is obtained 
by running unrotated, a single-factor constraint of factor analysis in SPSS statistic 
biasness, the common method variance (CMV) using Harman Single Factor test 
was performed.  

 
 

Measurement Model 
 

PLS-SEM 3.2.7 was used to access the measurement model and structural 
model. The reflective measurement model was assessed, including an evaluation 
of its reliability and validity, with respect to latent variables (LVs) (Hair, Sarstedt, 
Ringle, & Mena, 2017). This includes assessing the relationship between the LVs 
and the items associated to them, which includes the two constructs of 
collaboration and marketing capability. To assess convergent validity, the factor 
loadings, composite reliability (CR) and average variance extracted (AVE) were 
being examined as suggested by Hair, Hult, Ringle & Sarstedt (2014). Table 2 
displays the results of all the item loadings which are ranged between 0.622 and 
0.789, that is well above the recommended value of higher than 0.5 (Hair et al., 
2011). The composite reliability (CR) was also used to assess construct reliability 
and should be higher than 0.7 to establish internal consistency (Hair et al., 2017). 
It also shows the CR of all latent variables in the PLS path model were higher than 
0.7, with AVE more than 0.50 which indicates that the measurement model is 
reliable. 

 

Table 3 illustrates the measurement results for the formative measurement 
model, which requires assessment of multi-collinearity between indicators. 
Results shows that the construct satisfy the VIF values and are consistently below 
the threshold of 0.5 (Hair et al., 2014) and 3.3 (Diamantopoulos & Siguaw, 2006). 
It is concluded that collinearity does not reach critical levels and is not an issue for 
the estimation of the PLS path model. The significant levels were assessed, and 
findings shows that some of the indicators were found to be not significant 
(P>0.05), they are still being retained as they provide support to the relevance of 
these indicators for capturing homestay performance (Chalmeta, et al., 2012; 
Sainahgia, et al., 2013). The method known as relative contribution allows this 
action to be taken. Based on the assessment of the formative measurement model 
only one item was deleted i.e. PK3 due to insignificant t-values loading.  
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Table 2 : Measurement Model 

Construct Item Measure Loadings/Weights CR AVE 

Collaboration C1 Reflective 0.707 0.834 0.503 

 C2  0.622   

 C3  0.696   

 C4  0.764   

 C5  0.748   

Marketing Capability MC1 Reflective 0.789 0.867 0.567 

 MC2  0.79   

 MC3  0.712   

 MC4  0.758   

 MC5  0.712   

Performance HP1 Formative 0.001 NA NA 

 HP2  0.374   

 HP3  0.487   

 HP4  0.016   

 HP5  0.433   

 HP6  0.083   

Product Knowledge PK1 Formative 0.504 NA NA 

 PK2  0.077   

 PK4  0.469   

 PK5  0.321   

Supporting Resources SR1 Formative 0.177 NA NA 

 SR2  0.281   

 SR3  0.147   

 SR4  0.287   

  SR5   0.579     
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Table 3 : Measurement Properties for Formative Construct  

Construct Items Weights VIF  
t-value t-value  

weights loadings 

Performance HP1 0.001 1.528 0.001 3.065** 

 HP2 0.374 1.813 2.282* 6.505** 

 HP3  0.487 1.398 3.095** 8.295** 

 HP4 0.016 1.448 0.087 2.369** 

 HP5  0.433 2.125 2.382** 5.082** 

 HP6  0.083 1.819 0.424 2.44** 

Product Knowledge PK1  0.504 1.374 2.158* 5.463** 

 PK2  0.077 1.274 0.968 2.768** 

 PK4  0.469 1.21 2.972** 5.093** 

 PK5  0.321 1.246 2.281* 4.23** 

Supporting Resources SR1  0.177 1.347 0.758 3.751** 

 SR2  0.281 1.446 1.273 4.104** 

 SR3  0.147 1.157 0.755 2.326* 

 SR4  0.287 1.404 1.399 4.948** 

  SR5 0.579 1.168 3.535* 6.258** 

Note: PK3 deleted due to the t-value loadings is not significant; t-values >1.65* (p<0.05) ;  
t-values >2.33** (p<0.01) 

 
 

Assessment of discriminant validity is the extent to which each LV is distinct 
from the square root of AVE for each construct must be greater than the correlation 
with other constructs. Table 5 depicts all the correlations between the measures 
are lower than the square root of the AVEs which are bolded on the diagonals. It 
shows that all constructs exhibit satisfactory discriminant validity, based on Fornell 
and Larcker (1981), where the square root of AVE is larger than the correlations 
for all the constructs.  In addition, table 5 shows that the HTMT values are well 
below the threshold value of HTMT .85 (Kline, 2011) and HTMT.90 (Gold et  
al.,2001). 

 
 

Table 4 : Discriminant Validity (Fornell and Larcker Criterion) 

  Construct 1 2 3 4 5 

1 Collaboration 0.709     

2 Marketing Capability 0.481 0.753    

3 Performance 0.252 0.504 NA   

4 Product Knowledge 0.479 0.373 0.249 NA  

5 Supporting Resources 0.379 0.39 0.424 0.483 NA 
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Table 5 : Heterotrait Monotrait (HTMT) 

Construct Collaboration Marketing Capability 

Collaboration    

Marketing Capability 0.579   

 
 

Structural Model 
 

The main evaluation criterion for the goodness of structural model is 
coefficient of determination (R2 value) and path coefficients (beta and 
significance). To estimate the structural model, a bootstrapping procedure with 
5000 resamples was run to generate the t-values. The R2 value is the amount of 
explained variance of endogenous latent variables in the structural model, while 
the path coefficient implies the strength of the relationship between latent 
constructs. Table 6 shows the results for the structural model. The R2 value for 
marketing capability is 0.289 suggesting that 28.9% of the variances in marketing 
capability can be explained by homestay resources i.e. collaboration, product 
knowledge and supporting resources. The results illustrate that two factors of 
homestay resources namely collaboration (ß = 0.354, t-value = 4.675, p <0.01) 
and supporting resources (ß =0.205, t-value = 2.512, p < 0.01) were positively 
related to marketing capability. Conversely, product knowledge (ß = 0.104, t-value 
= 1.123, p >0.05) was not significantly related to marketing capability. Thus, H1 
and H3 were supported whereas H2 was not supported. In addition, results also 
show that marketing capability (β = 0.504, t-value = 9.532, p< 0.01) has a 
significant effect on homestay performance. Hence, H4 was supported.  The R2 
for performance was 0.254 indicating that marketing capability explained 25.4% 
of the variances in performance. 

 
 

Table 6 : Hypothesis testing 

Hypothesis  Relationship 
Std. 
Beta 

Std. 
Error t-values 

p-
values Results R2 f2 VIF 

H1 
Collaboration -> 
Marketing Capability 0.354 0.076 4.675** 0 Supported 0.289 0.131 1.347 

H2 
Product Knowledge -> 
Marketing Capability 0.104 0.093 1.123 0.131 

Not 
Supported   0.01 1.506 

H3 
Supporting Resources -
> Marketing Capability 0.205 0.082 2.512** 0.006 Supported  0.044 1.355 

H4 
Marketing Capability -> 
Performance 0.504 0.053 9.523** 0 Supported 0.254 0.341 1 

 Note: t-values >1.96* (p<0.05) ; t-values >2.58** (p<0.01) 
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Mediating Effect 
 

Preacher and Hayes (2004, 2008) method of bootstrapping the indirect 
effect was used to test the mediation analysis. Results of mediation effect in Table 
7 illustrates that marketing capability significantly mediates the relationship 
between collaboration and performance (t-value =4.107), and the relationship 
between supporting resources and performance (t-value =2.264) as the t-values 
for both constructs were exceeded the critical value of 1.96 at the 95% significance 
level. In addition, the bootstrapping analysis also confirm that the indirect effect 
for collaboration is 0.178 (β=0.354*0.504), Boot CI: [LL=0.088 and UL=0.256] and 
for supporting resources is 0.104, 95% Boot CI:[LL=0.205, UL=0.504] does not 
include a 0 in between indicating there are mediation effects. Hence, we can 
conclude that the mediation effect is statistically significant, indicating that H5 and 
H7 were supported. 

 
 

 Table 7 : Summary of Mediation Results 

Hypothesis Relationship 

Indirect 
Effect 
Beta 

Std. 
Error t-values 

p-
values LLCI ULCI Results 

H5 

Collaboration -> 
Marketing Capability -
> Performance 0.178 0.043 4.107** 0 0.088 0.256 

Supporte
d 

H6 

Product Knowledge -
> Marketing 
Capability -> 
Performance 0.053 0.05 1.063 0.288 -0.061 0.132 

Not 
Supporte
d 

H7 

Supporting 
Resources -> 
Marketing Capability -
> Performance 0.104 0.046 2.264* 0.024 0.004 0.174 

Supporte
d 

Note : t-values >1.96* (p<0.05) ; t-values >2.58** (p<0.01) 
 
 

Table 8 : Predictive relevance Q square 

 SSO SSE Q² (=1-SSE/SSO) 

Collaboration 720 720  

Marketing Capability 720 621.564 0.137 

Performance 864 801.063 0.073 

Product Knowledge 576 576  

Supporting Resources 720 720  
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Figure 1 : Measurement model 
 
 

DISCUSSION 
 

As indicated earlier, this paper will investigate the direct influence of 
supporting resources, product knowledge and collaboration variables towards 
marketing capability. Based on the results hypothesis H1 (Collaboration -> 
Marketing Capability) and H3 (Supporting Resources -> Marketing Capability) was 
supported and while H2 (Product Knowledge -> Marketing Capability) was not 
supported.  

 

Previous studies acknowledged that  the ability of organisations to 
collaborate with various stakeholders will lead to marketing-specific capabilities, 
where information gathered from communication with the various stakeholders will 
be utilized to create a competitive advantage for the organisation (Rapp, Trainor 
& Agnihotri, 2010 ; Mohammed & Rashid, 2012), while allowing the organisation 
to operate and innovate more efficiently and effectively, as they can complement 
one another in areas that they are lacking  (Zach, 2012). Additionally, Minazzi 
(2015) also concluded that the existence of collaboration among hospitality 
industry players gives players the opportunity to create greater value for the 
tourists, as it allows them to share information and knowledge to generate new 
product ideas and attractive advertising. Collaboration between homestay 
operators’ stakeholders such as the local tourism authorities may capitalise on the 
expertise and knowledge that the local authorities have in terms of marketing of 
homestay products to a larger market, thus creating competitive advantage for the 
organization. Ramayah, Lee and In (2011), concluded that to achieve successful 
tourism performance, operators must collaborate and build networks among 
themselves in order to achieve common goals which may be both tangible 
(financial) and intangibles (knowledge sharing). For this to transpire, joint efforts 
from all parties in building trust and commitment as well as effective 
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communication among all the tourism stakeholders must exists. For homestays in 
Sabah and Sarawak, most of them are working closely with their stakeholders, 
including the local homestay organisations (e.g. Sabah Homestay Association, 
Sarawak Homestay Association), local tourism boards (e.g. Sabah Tourism 
Board, Sarawak Tourism Board), governmental agencies (e.g. MOTAC) as well 
as the local tour agencies to market their products.   

 

Nonetheless, results of this study also support the relationships between 
supportive resources and marketing capabilities. Having the right resources and 
strong marketing capabilities allows the resources to be fully capitalised for the 
benefit of the organisation. Homestay businesses rely largely on the availability of 
their natural and cultural resources to attract tourists. Without the unique 
resources, they will not be able to sell their homestays products as they are unable 
to differentiate themselves from other accommodation providers available widely. 
Having a strong and well-maintained resource based will give the operators a 
wider option of products and services that they can introduce to their potential 
guests and will give current guests a reason to revisit a destination (Kozak, Rita & 
Bigné, 2018), still marketing capabilities in needed to manage and systematically 
utilize the resources to gain maximum benefits.  Teece (2007) ; Maritan and 
Peteraf (2011) have concluded that value of the resource can only be seen when 
organisations’ are capable to assemble, integrate, transform and manage the 
resources. Therefore, having the right resources and distinct capability to use and 
manage the available resources is crucial for an organization to achieve 
competitive advantage (Molloy & Barney, 2015; Morris et al., 2017). Therefore, 
the findings of this study are consistent with the findings of previous studies. 

 

Conversely, findings of this research indicate that product knowledge did 
not have a significant effect on marketing capabilities. It indicates that among 
homestay operators, product knowledge does not affect marketing capabilities. 
The main reason behind this finding can be because majority of the homestay 
marketing activities is being undertaken by the related government agencies such 
as MOCAT and local tourism authorities (i.e. Sabah Tourism Board, Sarawak 
Tourism Board), as well as private owned tour and travel agents. The homestay 
operators are mostly not involved in marketing their homestay but are only 
involved in preparing their house to ensure that the tourists would be comfortable 
when they come for a visit (Kayat, 2009). The appointed homestay coordinator is 
responsible to work closely with the related bodies and will channel tourists to the 
available homestays in their respective homestay cluster (Ibrahim & Razzaq, 
2010). As such, the homestay operators are rarely involved in marketing their 
homestays. Additionally, most of the operators do not have adequate budget and 
marketing expertise, making them more dependent on external assistance to 
market their homestays (Ahmad, Ibrahim & Zakaria, 2011). 

 

This research also aimed to determine if marketing capability may influence 
performance in the homestay industry. Results indicates that H4 (Marketing 
Capability -> Performance) was supported. This result is consistent with findings 
from earlier studies (Agyapong, 2015 ; Theodosiou et al., 2012; Santos-Vijande, 
Sanzo-Pérez, Gutiérrez &  Rodríguez,  2012; Nath et al., 2010), where the 
researchers found that marketing capability does affect organizational 
performance of SMEs by understanding better the needs of their customers 
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(Fowler et al., 2000) and acquiring new customers while retaining current 
customers (Agayapong, 2015), through the creations of customer satisfaction and 
loyalty (Santos-Vijande et al.,2012). Additionally, a study on family SMEs by 
Pérez-cabañero, et al., (2012) concluded that marketing capabilities were needed 
for product differentiation and to gain stakeholders’ satisfaction. It allows the 
organisations to learn about their consumer preferences and competitors’ actions 
that is essential for developing effective marketing mix strategies, which leads to 
sustained superior returns (Weerawardena et al.,2006).  

 

The final objective was to test the mediating effect of marketing capability 
between supporting resources, product knowledge and collaboration towards 
performance. The results indicated that hypotheses H5 (Collaboration -> 
Marketing Capability -> Performance) and H7 (Supporting Resources -> 
Marketing Capability -> Performance) were supported but H6 (Product Knowledge 
-> Marketing Capability -> Performance) was not supported.  

 

Results of this study are consistent with prior studies, where marketing 
capabilities was found to have a mediating effect on the relationship between 
collaboration and performance. Collaboration with various stakeholder groups 
allow the homestay to develop trust-based relationship, thus enabling the 
organisations to work together, expand their knowledge and skills beyond their 
current capabilities.  Collaboration also allow organisations to access resources 
and information from their stakeholders, which can be used in the development of 
the local markets (Dahan, Doh, Oetzel, and Yaziji, 2010). Nonetheless, 
collaboration also gives organisations the opportunity to improve their knowledge 
on the local markets, develop combinative skills, and introduce novel products 
despite local constraints (Teece, 2014). When homestay operators can use the 
advantage they obtain through collaboration to improve their product offering and 
to better understand their markets, the operators will eventually be able to increase 
the performance of their homestays. Therefore, it can be posited that marketing 
capability has an effect on the relationship between collaboration and 
performance, since it will enable the operators to take advantage of the 
collaboration in enhancing performance of the homestays.  

 

Additionally, this study also concludes that marketing capabilities mediates 
the relationship between supporting resources and performance. This is 
supported by Carmeli and Tishler (2003), where in their study they found that an 
organization’s resources and capabilities play a huge role in determining 
organization’s competitive advantage and excellent performance. The reason 
being is that performance depends heavily on the type of resources the 
organization has and how well the organization are  able to identify, develop, 
deploy, and preserve resources that distinguish it from its rivals (Amit and 
Schoemaker,1993). Therefore, in the context of homestays, value of the 
availability of a strategic location, available facilities as well as financial resources 
will be further strengthened by marketing capabilities, that will determine the 
performance of the homestays.  

 

However, results of this current study indicated that marketing capabilities 
did not mediate the relationship between product knowledge and homestay 
performance. This is a rather surprising finding as in previous studies, majority 
have concluded that knowledge is very important in determining performance 
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(Ngo and O’Cass, 2012), and that knowledge should be involved in creating 
marketing capabilities, which will improve performance of the organization. In the 
case of homestay operators, majority of them are not directly involved in marketing 
of their products and services. They rely heavily on the assistance and expertise 
of the various Tourism Boards as well as tour agents. As such, there is no urgent 
need for the operators to have product knowledge and due to that, the relationship 
between product knowledge and homestay performance will not be influenced 
with the existence of marketing capabilities. Additionally, the different product 
categorization of products offered by different homestays can also lead to this 
finding. 

 
 

CONCLUSIONS  
 

The Homestay industry is a very important part of the tourism sector. This 
paper found that, marketing capabilities has a significant influence towards 
homestay performance. Therefore, operators must enhance their marketing 
capability to profit and be competitive in this industry. On the same note, 
collaboration and supporting resources were found to have a significant influence 
towards marketing capability while product knowledge was not significant. An 
interesting part here is the non-significant relationship between product knowledge 
and marketing capabilities which requires more future study to relate the 
understanding of this relationship. Mediation analysis illustrates that marketing 
capability significantly mediates the relationship between collaboration and 
performance and the relationship between supporting resources and 
performance. Even in the mediation analysis using marketing capability between 
product knowledge and performance indicated non-significant result. Future 
research to focus on the actual offering of the homestay industry product and 
understand why such an important variable was not deem as important. One 
explanation may lie under the different categorization of products being offered by 
different homestay operators. 
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