SIBR Conference on Interdisciplinary
Business & Economics Research

January 6-7, 2022, Tokyo, Japan

PROCEEDINGS

Volume 11 (2022)
Issue 1 (January)

ISSN: 2223-5078

Online version: http://sibresearch.org/past-2022-tokyo.html
(password: sibr22-tokyo-japan)

Published by

Society of
SIBR Interdisciplinary
Business Research



http://sibresearch.org/past-2022-tokyo.html

S I B R ?r?’fell?(t:?ils?:]icplinary SIBR Conference on Interdisciplinary
Business Research Business & Economics Research

January 6-7, 2022, Tokyo

SIBR 2022 CONFERENCE
ON INTERDISCIPLINARY
BUSINESS & ECONOMICS RESEARCH

January 6-7, 2022
Tokyo, Japan

Market Recovery or Uncertainty?

Theories and Methodologies Across Disciplines

Conference Proceedings
Volume 11 (2022), Issue 1
ISSN: 2223-5078

Online version: http://sibresearch.org/past-2022-tokyo.html
(password: sibr22-tokyo-japan)

Published by Society of Interdisciplinary Business Research, 2022, Volume 11(1)
Papers published in this proceedings have been double-blind peer reviewed


http://sibresearch.org/past-2022-tokyo.html

S I B R ?r?fell?(tj)i/s?:]icplinary SIBR Conference on Interdisciplinary
Business Research Business & Economics Research

January 6-7, 2022, Tokyo

Table of Content

Paper ID Paper Title

t22-013 Improving Accessibility to IELTS Test Information: A Customer Service of IDP
Thailand

t22-014 Ownership Structure and Earnings Management: Studies on Banking Companies
Before and During the Covid-19 Pandemic

t22-015 Earnings Management Practices in Indonesia: Opportunistic or Efficient Earnings
Management Practices?

t22-023 Did the Market Indices of G7 Countries Recover Evenly from the Start of COVID-
19 (January 2020) Through December 20217

t22-024 Spatial Analysis of COVID-19’s Impact on Poverty in Thailand

t22-026 Future Ready Internal Auditor: Perception of Competency Gap between Students,
Academics and Practitioners

t22-027 A Comparative Analysis of Housing Price Bubbles in the South African Major
Cities

t22-028 The Relationship between Good Stewardship, Agency Costs and Performance of
South African Firms

t22-029 Management for Increasing the Competitiveness of Thai Transportation Service
Business

t22-030 Can West African Monetary Zone Form a Currency Union?

t22-031 Regime Changes in Housing Prices’ Reaction to Macroeconomic Variables in
Emerging African Market

t22-033 Guidelines Management of Logistics Business E-commerce in Thailand

t22-034 The Relationship between Board and Shareholders Structure and Cost of Capital on
Performance of Listed Companies in the Stock Exchange of Thailand

t22-035 Lunar New Year Effect in ASEAN+6 Stock Markets

t22-036 Mutual Fund Clustering by Using the K-means Method

t22-039 Zero Investment Portfolio Strategy Generates Excess Returns in ESG100 Stocks

t22-040 CSR Disclosure and Tax Avoidance: Internationalisation as a Moderating Variable

t22-041 Analysis of the Impact of Bank's Risk Incentives Considering Japanese Depositors'
Behavioural Biases

t22-042 Personality Traits as Determinants of Facebook Behaviour: Study of Indian Gen-Z

t22-043 Intrahousehold Personal Decision-making Power as a Measure of Women
Empowerment and its Effect on Children's Education - A Study of Rural India

t22-044 Cybersecurity and Social Amplification of Risk in Financial Systems: Lessons
Learned from the Equifax and Capital One Data Breaches

t22-045 Audit Hour Regulations and the Scale Efficiency of Audit Services

t22-046 The Impact of Government Expenditure and Economic Development Case of Lao
PDR

t22-047 Using Work-Centered Analysis (WCA) Framework to Analyze Management
Information System (MIS): The Case of JDI Company

t22-048 Applying the Monetary Policies of Lao's Government Effects to the Export and
Import Models from 1990-2018

t22-051 A Proposal an Efficient Agile Implementation Process Model to Enterprise

Organization by Involving the Indirect Departments

Published by Society of Interdisciplinary Business Research, 2022, Volume 11(1)

Papers published in this proceedings have been double-blind peer reviewed



S I B R ?r?fell?(tj)i/s?:]icplinary SIBR Conference on Interdisciplinary
Business Research Business & Economics Research

January 6-7, 2022, Tokyo

t22-053 ... The Dynamics Relationship between Services Trade and Economic Growth in Lao
PDR

t22-055 ... Location Choice Attributes of Outward Foreign Direct Investment

t22-056 ... Strengthening MSME's Resilience During the Pandemic

t22-057 ... Factors Influencing Micro, Small and Medium Enterprises (MSMEs) Competitive
Advantage

t22-058 ... Total Factor Productivity of Creative Industries in Indonesia

t22-059 ... Peer-To-Peer (P2P) Lending Business Model: a Literature Review

t22-060 ... Islamic Financing to Improve Farmers' Welfare and Food Sustainability: A
Literature Review

t22-061 ... Predictive Blend: Fundamental Indexing with Markowitz Mean Variance Portfolio
in Indonesian Stock Exchange

t22-062 ... Does Efficiency Matter? Business Model Evolution in the Banking Industry:
Evidence from the ASEAN Banking Sectors

t22-063 ... Policy Effects, and Behavioral Compliance on Covid-19 Cases and Casualties in
Indonesia

t22-064 ... Effect of Large-scale Social Restriction on Firms' Financial Performance and Stock
Returns

t22-065 ... Digital Maturity and Financial Performance: A Study on Publicly Listed Firms in
Indonesia

t22-066 ... Evaluation of Listed Biotech Companies in Taiwan - Application of Hicks-
Moorsteen Productivity Index

t22-067 ... Financial Literacy of Micro, Small, and Medium Enterprises: Empirical Study
during the Pandemic Period

t22-068 ... Corporate Venturing by Emerging Market Multinational Enterprises

t22-069 ... Personnel Management in the Context of New Forms of Diffusion of Innovations

t22-070 ... The Impact of Forensic Auditing Technigues on Non-government Organizations’
Fraud Risk Management in South Africa Using a Proactive Approach

t22-071 ... Museum Marketing in Indonesia: Issues and Problems

t22-072 ... Supply Chain Partners Selection Criterion in China: Evidence from Characteristics
of the Upstream and Downstream

t22-073 ... Environmental Awareness, Sustainable Consumption and Green Behavior Amongst
University Students

t22-074 ... Development of Green Intellectual Capital Model: Indonesian Banker's Perspective

t22-075 ... Short Selling, Overconfidence, and Corporate Fraud: Evidence from China

t22-076 ... Can Foreign Investment Opening Policy Improve Labor Income Share in
Enterprises? Evidence from Chinese Listed Companies from 2005 to 2019

t22-077 ... The Impact of Family Assistance Programs on Human Development: The Case of
Indonesia

t22-078 ... Organizational Agility Among Selected SMEs in The Philippines during the Covid-
19 Pandemic: Genesis and Implications

t22-081 ... The Impact of Non-Tariff Measures of the People's Republic of China on the Export
of Agricultural Products of Lao PDR

t22-085 ... Financial Distress and Financial Performance Analysis of Highway Companies
Before and During the COVID-19 Pandemic: Evidence from Indonesia Stock
Exchange

t22-086 ... Financial Feasibility Study of PLN Dieselization Plan in Halmahera Island System
Case Study: Tobelo Powerplant 30 MW Project

t22-087 ... Business Planning for Group of Livestock Breeders in Reaching 1000 Cows and

Independence of Breeder

Published by Society of Interdisciplinary Business Research, 2022, Volume 11(1)
Papers published in this proceedings have been double-blind peer reviewed



S I B R ?r?fell?(tj)i/s?:]icplinary SIBR Conference on Interdisciplinary
Business Research Business & Economics Research

January 6-7, 2022, Tokyo

t22-088 ... The Application of Risk-Based New Venture Technique for Startup Valuation (Case
Study: Vee Naturals)

t22-089 ... Analysis of Optimal Allocation of Portfolio using Sharpe Ratio Before and During
Pandemic Covid-19: A Study Case of PT Jasa Raharja

t22-090 ... Credit Risk Scoring Model for Consumer Financing: Logistic Regression Method

t22-091 ... Factors Influencing the Acceptance of Online Lending Platform in Indonesia: An
Adoption of Technology Acceptance Model

t22-092 ... The Evaluation of CO2 Removal Contract (A Case Study of Randegan Area)

t22-093 ... The Effects of Investment Amount in Investment Activity Report (Laporan Kegiatan
Penanaman Modal/LKPM) on Employment in West Java Province

t22-094 ... Strategy of PT PLN (Persero) to Achieve a Renewable Energy Mix through the Co-
Firing Program

t22-095 ... Development Business Impact Analysis in Toll Road Operation Related Business
Continuity Management System

t22-097 ... The Determinants of Share Repurchase During Covid-19 Pandemic

t22-098 ... The Impact of Government Subsidies on Performance of New Energy Vehicles
Companies

t22-099 ... The Impact of Continuous Tightening Policies on China’s Real Estate Industry

t22-100 ... The Impact of Covid-19 on the Performance of Chinese Online-educational Industry

t22-101 ... Influence of Bank Loans on Listed Firm Performance: Evidence from China

t22-102 ... Relationship between Capital Structure and Performance of Real Estate Companies
in China

t22-103 ... The Impact of COVID-19 on the E-commerce Companies in China

t22-104 ... Does CSR Affects the Earnings Announcement

t22-105 ... Towards Efficient Knowledge Transfer in Management Accounting

t22-106 ... The Effects of Consumers’ Public Self-consciousness on Purchase Behavior in
China: A Time-limited Promotion Perspective

t22-107 ... Factors Affecting Brand Preference and Loyalty to Fast-food Restaurants of Chinese
Consumers: An Empirical Examination of Evidence from McDonald’s and KFC in
China

t22-108 ... Al in Retail: Applying the Use & Gratification Model to Examine Users’
Acceptance of Chatbots

t22-109 ... Challenges for the Sustainable Development of Artificial Intelligence: Consideration
of Authenticity, Usefulness, and Risk

t22-110 ... Analysis of Social Media Marketing and Product Review on the Marketplace Shopee
on Purchase Decisions

t22-111 ... SocioEconomic Mobility in China: Language Acquisition Diversity for Speakers of
Indigenous Dialects

t22-112 ... Factors Affecting Islamic Banking Acceptance in Indonesia: The Implementation of
Technology Acceptance Model

t22-113 ... Does Venture Capital Inhibit Corporate Financialization? Evidence from Chinese

Non-financial Listed Enterprises

Published by Society of Interdisciplinary Business Research, 2022, Volume 11(1)
Papers published in this proceedings have been double-blind peer reviewed



Factors Influencing Micro, Small and Medium Enterprises
(MSMEs) Competitive Advantage

Lina Anatan”
Faculty of Business, Maranatha Christian University, Bandung, Indonesia
Email address: lina.anatan@eco.maranatha.edu

Wilson Bangun
Faculty of Business, Maranatha Christian University, Bandung, Indonesia
Email address: wilson.bangun@eco.maranatha.edu

Fransiscus Marcel
Faculty of Business, Maranatha Christian University, Bandung, Indonesia
Email address: fransiscusmarcel@ymail.com

Presented at: SIBR 2022 (Tokyo) Conference on Interdisciplinary
Business and Economics Research, 6"-71" January 2022, Tokyo, Japan

ABSTRACT

As a pillar of Indonesian economy, Micro, Small and Medium Enterprises (MSMESs) have
important role with a level of contribution to the national GDP reaching more than 50%. As a pillar
of the national economy, MSMEs are required to have competitive advantage so that they are able
to survive and win competition in increasingly business competition and unpredictable changes.
To increase competitive advantage, knowledge and innovation are the two determining factors that
are absolutely owned by MSMEs. Knowledge is the main source for companies in developing core
competencies, improving performance, creating value and organizational competitive advantage.
The ability of companies to innovate is greatly influenced by the ability of organizations to utilize
their knowledge and intellectual assets. In addition managerial skills are also a determining factor
in improving organizational performance and competitive advantage. This research was conducted
to examine the role of mastery of knowledge, innovation, managerial skills in influencing the
competitive advantage of MSMEs in Indonesia. By involving 43 MSME actors, it was found that
knowledge had a significant effect on the competitive advantage of MSMEs, while innovation and
managerial skills had no significant effect. This study is expected to to contribute both to academics
and practitioners in implementing knowledge and innovation so as to increase organizational
competitive advantage.

Keywords: SMEs Competitiveness, knowledge, innovation



1. INTRODUCTION

MSMEs have important role as pillars of the Indonesian economy. The study results conducted by
Ashariyadi (2016) show that Indonesian MSMEs have contributed 99.98% of business units in
Indonesia. The level of contribution of MSMEs to national GDP in that year reached 57% with the
absorption rate of domestic workers reaching more than 97%. The amount of assets owned and
turnover generated are used to classify of types of MSMEs in Indonesia and its regulated in Law
no 20/2008 in Chapter I article 1 as shown in Table 1.

Table 1. SME Classifications Based on Law no. 20/2008

Size Asset Turnover
Micro Min 50 Juta Max 300 million
Small >50 — 500 million Max 3 billion
Medium >500 million — 10 billion >2.,5 — 50 billion

Source: Law no 20/ 2008 cited from Widjaja et al. (2018)

Based on Law No. 20/2008, microbusiness is defined as businesses that owned by
individuals and/or business entities. Small business is defined as productive business that stands
alone (not subsidiaries and not branches) and operated by individuals or business entities who
owned, controlled, directly or indirectly become a part either of medium or large businesses. A
medium-sized business is defined as business that is independent, operated by individuals or
business entities that are not subsidiaries or branches of a company that is owned, controlled, or
become part, either directly or indirectly with a small business or large business with a net worth
or annual sales results. Widjaja et al. (2018) concludes MSMEs as business operated by individuals
individual or entities that meet the criterias of micro, small and medium business.

As a pillar of the Indonesian economy, MSMEs are demanded to have high
competitiveness, especially in this competitive environment where trade liberalization and the 4.0
Industrial Revolution have been imposed. The entry into force of the ASEAN Economic
Community (AEC) since January 1, 2016 and the launch of the Industrial Revolution 4.0 (4IR) on
October 10, 2016 at the World Economic Forum Annual Meeting provides challenges and
opportunities for Indonesian MSMEs to compete in the international arena. To be able to win the
competition, Indonesian MSMEs must have high competitiveness, be able to overcome challenges
and respond to existing opportunities.

One source of competitive advantage to increase MSME competitiveness is knowledge
(Drucker, 1995; Mahr et al., 2014). Knowledge is in the minds of suppliers, workers, and
consumers who are resources that can guarantee a stable and far more important growth of the
company than traditional factors of production such as land and capital (Grossman, 2006 cited in
Lee at al., 2016). Grant (1996) cited in Anatan (2015) suggested that knowledge is a major
organizational resource and is needed in the production process. Chong et al. (2015) argued that
knowledge is not only important for the production process, but also for organizational outcomes,
including the development of competency-based human resources, financial performance, and
innovation capabilities possessed by the organization.

Innovation especially in terms of information and communication technology (ICT) also
important in creating the competitiveness of MSMEs. In addition, ICT innovation also important
in facilitating interorganizational knowledge transfer activities that occur within organizations.
Knowledge transfer activities between organizations and ICT innovation become an absolute



requirement for SMESs to create competitiveness so that they can actively participate in responding
to economic liberalization and 4IR. Acting Deputy for Human Resources Development at
Kemenkop and UKM, Rulli Nuryanto, said that businesses must be able to take advantage of the
development of ICT to spur productivity and improve business efficiency. This was conveyed in
a national seminar themed We Are Ready to Change: Entrepreneurial Readiness in the Disruptive
Era and the Industrial Revolution 4.0 at Hall C BSI Convention Center (BCC) in Bekasi.
According to him, the company's success is not determined by the size or size of the company, but
the agility of the company in dealing with changes through achieving competitive advantage.

Managerial skills are also a determining factor in increasing the competitive advantage of
MSMEs. Previous studies provide empirical evidence that managerial experience, education,
knowledge are important in ensuring the success of MSMEs, and the lack of management skills is
the main reason for the failure of MSMEs (Martin & Staines, 2008; Alattar et al., 2009). Abdel et
al. (2010) suggested that the most basic understanding that managers must master is an
understanding of financial problems, accounting information, and business planning.

This research objectives are to examine the role of knowledge and innovation in creating
and improving the competitive advantage of MSMEs in Indonesia. The research model adopted
from the research of Lee et al. (2016) which examines the relationship of knowledge management
practices, technological innovation and competitive advantage in manufacturing SMEs in
Malaysia. The results of the study showed that knowledge significantly effects technological
innovation and competitive advantage, while technological innovation is significantly effect
competitive advantage. Testing the role of technological innovation mediation in mediating the
relationship between knowledge management practices and competitive advantage proved to be
significantly positive.

This study is a descriptive study that modifies research conducted by Lee et al. (2016) and
Sitharam and Houque (2016) by adding managerial skills variables affect the competitive
advantage of MSMEs. This study examines the level of knowledge, innovation, and managerial
skills in might influence the competitive advantage of MSMESs in Indonesia. Based on the
background of the study described before, this research was conducted to find the answer of answer
the following research questions:

1. Does knowledge affect MSMEs competitive advantage?
2. Does innovation affect MSMEs competitive advantage?
3. Do managerial skills affect MSMEs competitive advantage?

2. LITERATURE REVIEW
2.1. A Brief Overview of MSMEs in Indonesia

Quoted from financialera.co.id data on December 28, 2018, MSMEs contribute 61.41
percent to Indonesian’s GDP (Gross Domestic Product). This shows the significant role of MSMEs
as a pillar of the national economy. The data was obtained based on data released by the Central
Statistics Agency (BPS). Meanwhile, according to IFC (International Finance Corporation), the
financing gap for the small and medium business sector is 166 billion US dollars or around 19
percent of gross domestic income (GDP) in 2017. It cannot be denied, the role of Indonesia's
MSMEs is very strategic, especially in the ability innovation and management in Indonesia's
industrialization process from Pelita | to the present. Industrialization has an impact on structural
transformation in Indonesia, especially in the economic sector which is characterized by several
facts which include:



1. Adecrease in the contribution of the agricultural sector (primary sector), and an increase
in the contribution of the secondary and tertiary sectors.

2. The surge in purchasing power parity as a result of changes in the economic structure
that follows an increase in income has resulted in a tendency to shift the structure from
agrarian-based to industrial-based in Indonesia.

MSMEs are expected to have three important roles in reforming the structure of MSME
development, namely as a driving force for the growth of the business world through its
productivity; as a towing carriage for small businesses to develop and advance to middle-class
businesses; and as a vehicle for technology and business knowledge transfer for small businesses
in free competition. In the process of industrialization, the role of medium-sized businesses is
needed, both to accelerate the process of industrialization and increase economic productivity.

2.2. Knowledge Management Practices

Previous studies have shown that achieving competitive advantage requires proper
implementation of knowledge management (Matusik & Hill, 1998; Chuang, 2004; Nag & Gioia,
2012). Matusik and Hill (1998) suggested that the mastery of knowledge in organizations enables
individuals to implement technology in the production process so that work efficiency and
productivity can be increased and the savings in production costs can be increased. Efficiency that
has an impact on saving production costs can be used as one source of organizational competitive
advantage. The study conducted by Chuang (2004) proves that knowledge management and
competitive advantage have significant positive relationship. Studies conducted by Nag and Gioia
(2012) confirm that when knowledge is applied correctly in an organization, competitive
advantage in the form of competitive knowledge, special knowledge that is difficult for
competitors to imitate will be created by the organization. Based on these empirical studies results,
the following hypothesis is formulated in this study:

H1. Knowledge influences the competitive advantage of MSMEs

2.3. Technological Innovation

Lee et al.,, 2016 stated that technological innovation will encourage the creation of
competitive advantage. These technological innovations can be in the form of new or improved
processes that have an impact on saving production costs so that cost leadership can be achieved
as source of organizational competitive advantage. The study conducted by Reed et al. (2012)
proves that an organization's competitive advantage can be achieved as improvements in
organizational innovation are achieved through organizational openness to new ideas from outside
the organization and openness in adopting the development of existing information and
communication technology, so that in this study the hypothesis is formulated as follows:

H2. Technological innovation affects the competitive advantage of MSMEs

2.4. Managerial Skill

Previous studies have shown that managerial experience, education, knowledge play an
important role in ensuring organizational success (Martin & Staines, 2008). Conversely, low
management skills are a major factor causing failures in organizational management (Alattar et al.,
2009). In managing organizations, an understanding of financial issues, accounting information,
and business planning is the most basic understanding that managers must master (Abdel et al.,



2010). Study conducted by Alattar et al. (2009) proves that managers who have a minimum
understanding of financial problems, do not have expertise in financial planning, and do not even
understand the information generated from financial statements will result in organizational
failure. Based on the results of these studies, the following hypothesis is formulated in this study:

H3. Managerial skills affect the competitive advantage of MSMEs

3. RESEARCH METHODS
3.1. Sample of the Study and Data Collection

Convenience sampling method is used in this study. Research respondents are business
actors who are included in the criteria of micro and small business units according to the criteria
stated in Law no. 20/2008. In this study, primary data collection uses survey methods. Primary
data collected is cross section data, i.e. the study was conducted at a certain time using many
respondents.

3.2. Variables and Measurements

Variables in this study include knowledge management practices, technological
innovation, managerial skills, and MSMEs competitive advantage. Knowledge management
practices include knowledge acquisition, knowledge distribution, and application of knowledge
(Lopez et al., 2006; Martinez-Costa & Jimenez-Jimenez, 2009). Knowledge management practices
consists of 12 item question measured by 5 Likert Scale. Technological innovation refers to
novelty in products and processes and is defined as the adoption of ideas, behaviors, systems,
policies, programs, equipment, processes, products, or services in an organization (Schweitzer et
al., 2015; Prajogo & Sohal, 2003). Technological innovation consists of 6 item question measured
by 5 Likert Scale. Managerial skills relate to managerial experience, education, knowledge,
experience of start-up management, which indicates managerial competence (Hisrich & Drnovsek,
2002). Managerial skills consist of 6 item question measured by 5 Likert Scale. Competitive
advantages include improving efficiency, improving quality, improving productivity, and cost
savings (Rao & Holt, 2005). Competitive advantages consist of 4 item question measured by 5
Likert Scale.

3.3. Technique of Data Analysis

This study uses descriptive statistics and multiple regression analysis as technique analysis
used to analyze research data. Description or depiction of a set of data visually can be done through
description in written or text form that consists of important parts that describe the overall contents
of the data such as the mean (average data), standard deviations (how the data varies by group),
data variance and so on. The other technique is description in the form of pictures or graphics.
Graphs of data are usually presented to complete text descriptions so that the data looks more
impressive and communicative with its users. In SPSS, descriptive statistical methods can be done
with the Descriptive Statistics menu consisting of: frequencies, descriptive, explore, and crosstab.
In this study, the descriptive statistical method is performed using one of the Descriptive Statistics
menus, Descriptive. This menu does not display the frequency tabulation, but instead displays the
statistical amount to be described in a variable., multiple regression analysis was used. Multiple
regression analysis is used to test the hypotheses which is performed to predict the effect of several
independent variables (X) on the dependent variable (Y).



4. RESULTS

4.1. Respondent Profile

The data collection stages in this study were carried out in the period June-September 2020.
Data collected through online survey method by using Google Form which was sent either via
email or WhatsApp to 80 potential target respondents. In this study it is assumed that there is no
difference between the respondents who answered before and after the deadline for returning the
questionnaire set by the researcher. The survey results obtained 43 respondents who filled out the
questionnaire completely with a rate of return of 53.75% as summarized in Table 2.

Table 2. Sample and Rate of Return

Total questionnaires sent 80
Total questionnaires returned and can be processed 43
The rate of return is based on a processed 43/80 x 100% = 53,75%
guestionnaire

Source: Processed Data

The characteristics of micro, small and medium enterprises (MSMES) that participated in this study
were seen in terms of age, type of business, number of permanent workers, assets owned, and general
performance achieved during the last three years. Based on a total of 43 actors who participated in this
study, the majority of MSME players have been in business for more than 30 years (44.2%). In terms of
types of business, the majority of MSMEs participating in this study operate in food and beverages industry
(34,88%). Based on the number of workers, the majority of MSME actors in this study had a workforce of
more than 30 and less than 300 people, namely 58.14%. The majority of MSMEs answered that
performance in the last three years increased by less than 15%, namely a number of eleven respondents or
25.6%. Based on assets owned, most respondents have total assets of less than US $ 15 million. Data
regarding the characteristics of respondents in this study are presented in Table 3.

Table 3. Respondent Characteristics

Dimension Categories Number of Percentage
respondent

Company age 5-10 years 1 2,3
10-20 years 9 20,9
20-30 years 11 25,6
More than 30 years 10 44,2
Not answer 3 7,0

Type of business Textiles, clothing, leather. 11 25,58

(Producing and or | Wood, bamboo, rattan, handicrafts, 13 30,23

marketing) furniture.
Food and beverages 15 34,88
Chemical, oil, coal, rubber and 4 9,30
plastics industries.

Number of < 10 workers 9 20,93

workers < 30 workers 9 20,93
>30 -300 workers 25 58,14




Not answer - -
Performance by Increase > 15% 7 163
general during Increase <15 % 11 25,6
three years past No changes 9 20,9
end Decrease < 15% 8 18,6
Decrease > 15% 8 18,6
Asset Less than US $ 100 9 20,9
Less than US $ 3 juta 10 23,3
Less than US $ 15 juta 15 34,9
Not answer 9 20,9

Source: Processed Data

4.3. Validity and Reliability Testing

Validity testing in this study uses factor analysis. The Kaiser-Meyer-Olkin Measure of
Sampling Adequacy (Kaiser's MSA) is used to measure the level of association between variables
and the feasibility of factor analysis. The KMO value varies from 0 to 1. The desired value must
be> 0.50 for the factor analysis to be carried out. Validity testing uses factor analysis with varimax
rotation, each construct is said to be valid and acceptable if the loadings factor value is 0.5 (Mac
Lean & Gray, 1998). Based on the test results with factor analysis, there are three invalid question
items, namely two items measuring managerial skills variables (MS 4 and MS 7) and one item of
technological innovation (TI 7) since it has a loadings factor value <0.5. Table 4 shows the results
of validity testing for each variable in this study.

Cronbach's Alpha is used in this study to perform reliability testing with the criteria that
the instrument was considered to have high reliability if the Chronbach's Alpha value was higher
than 0.6 (Nunnaly, 1978). Table 5 summarizes the results of the reliability testing of the
instruments used in the study. Based on the results of the validity test, it shows that all
measurement items are valid. The results of reliability testing showed that Cronbach's Alpha value
ranged from 0.683-0.846. Thus it can be concluded that the question items in this study are reliable.

Tabel 4. Validity Testing

Variable Component Loading Factors
Knowledge KM 1 .892
KM 2 838
KM 3 .600
Technological Innovation TI1 .651
T2 761
T13 .689
T14 .566
TI5 .690
TI6 561
TI7 463
TI8 .530
T19 542
Managerial Skill MS 1 .855
MS 2 757
MS 3 .846
MS 4 461




MS 5 .788
MS 6 .678
MS 7 404
Competitive Advantage CA1l .785
CA?2 .705
CA3 .796
CA4 745

Source: Processed Data

Table 5. Chronbach’s Alpha

Variable Cronbach’s
Alpha
Knowledge (KM) 0.683
Technological Innovation (TI) 0.846
Managerial Skill (MS) 0.778
Competitive Advantage (CA) 0.748

Source: Processed Data

4.4. Descriptive Statistic

Table 6 summarizes the average respondents’ answers to each question item in the research
variables which include knowledge management variables, technological innovation, managerial
skills, and competitive advantage.

Table 6. Descriptive Statistic

Variable Mean Std. Deviation
Knowledge (KM) 1.42-4.09 .698 - .925
Technological Innovation (TI) 3.65-4.35 .627 - 926
Managerial Skill (MS) 412 -4.49 583 - .854
Competitive Advantage (CA) 3.98 -4.26 535 -.785

Source: Processed Data

4.5. Hypothesis Testing

To test hypothesis 1 (knowledge affects the competitive advantage of MSMES), hypothesis
2 (technological innovation affects the competitive advantage of MSMESs), and hypothesis 3
(managerial skills affects the competitive advantage of MSMEs), this study uses multiple
regression models. By testing the multiple linear regression model, the estimated parameter with
the value of t and the coefficient of determination (R2) will be obtained. The regression coefficient
is significant at p <0.05, it can be concluded that the independent variable has a significant effect
on the dependent variable, and the greater the R2, the better the model in explaining the variation
in the dependent variable.

Table 7 summarizes the results of the hypothesis testing, all deviations from classical
assumptions such as normality, homoscedasticity and non-multicollinearity have been tested. The



results of partial model testing show that only the first hypothesis is supported, while the second
and third hypotheses are not supported. This means that the knowledge variable has a significant
influence on the competitive advantage of MSMEs, with a significance value of .000, while the
variables of innovation and managerial ability do not affect the competitive advantage of MSMEs.
Simultaneously it can be concluded that knowledge, technological innovation, and managerial
abilities affect the competitive advantage of MSMEs. The results of the adjusted R2 test in this
research model are .552, this means that 55.2% of the competitive advantage of MSMEs can be
explained by the variables of knowledge, technological innovation, and managerial abilities, while
44.8% is explained by variables. others outside this research model.

Tabel 7. Hypothesis Testing

Model | Stand.p | Stand. Error t Sig F Sig | Adj R?
Constant 927 517 1.792

KM 420 .533 4,071 | .000 | 18.271 | .000 552
Tl 223 .203 1574 | 124

MS 144 154 1.207 | 1.207

Source: Processed Data

In this study, two open questions were asked, namely: 1) what obstacles were faced by
MSMEs in increasing the competitiveness of MSMEs, 2) what strategies could be done to increase
the competitiveness of MSMEs. Of the 43 respondents who participated in this study, only 9
respondents answered these two questions. The main obstacles faced by MSMEs in increasing
competitiveness are limited business capital, lack of technological mastery capability, which in
turn has an impact on the limited use of existing technology. In connection with the second
question about what strategies can be done to increase competitiveness are increasing the skills
and knowledge of the workforce through training programs, increasing product promotion so that
it is better known in a wider market share.

These obstacles can be used as reasonable arguments to explain why the second and third
hypotheses in this study are not supported. In other words, neither technological innovation nor
managerial ability will affect the competitive advantage of MSMEs. Based on literature studies
related to empirical research on the competitiveness of Indonesian MSMEs, it can be concluded
that Indonesian MSMEs still have relatively low competitiveness compared to MSMEs from other
countries even among ASEAN countries. Apart from limited capital, low mastery of technology,
MSMEs in Indonesia are also faced with other problems such as limited labor skills so that low
productivity, from controlling the quality of products produced from the production aspect are also
still low.

5. CONCLUSION AND SUGGESTION

The results of the research model testing show that only one hypothesis is accepted, while
the other two hypotheses are rejected. The hypothesis supported in this study is that knowledge
affects the competitive advantage of MSMEs. Meanwhile, technological innovation and
managerial abilities are not supported in this study. This can be explained by the lack of mastery
of technology and knowledge and skills possessed by MSMEs.



Researchers admit that there are still several limitations in this study which result in the
results obtained are not optimal. First, the low number of respondents involved in this study
resulted in the sample being deemed unable to represent the characteristics of the MSME
population in Indonesia so that the results of the study could not be generalized. Second, data
collection is carried out only by relying on online surveys due to the difficulty of direct data
collection, on the other hand, not a few MSMEs refuse to fill out online surveys on the grounds
that they do not have certain email accounts or have limited ability to utilize existing technology,
resulting in inadequate data collection processes and results. .

Future research is expected to reach a wider range of MSMEs and include several other
variables that may affect the competitive advantage or competitiveness of MSMESs such as product
advantages, marketing, collaboration, the role of government and other factors such as
competitors, geographic location and time of delivery are reviewed. from an operational aspect.
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