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Abstract. The concept of knowledge management as the mainstay for building the competitive advantage of large companies has been highly
emphasized in the strategic management literature, but similar studies are still rare in the realm of MSMESs. To fill this gap, this paper
empirically examines the relationship between the dimensions of knowledge management capability and competitive advantage through the
entreprenenrial orientation of Micro, Small and Medium Enterprises (MSMEs). The knowledge management dimensions used include
knowledge management infrastructure and knowledge management processes. The analysis technique uses Structural Equation Model (SEM)
with SmartPLS. Research respondents are owners/ managers in 75 MSME sentra in Jakarta, Indonesia. Statistical tests show that
Fknowledge management infrastructure has a significant effect on entreprenenrial orientation but does not have a significant effect on competitive
advantage. The knowledge management process has a significant effect on entreprenenrial orientation and also on competitive advantage.
Meanwhile, entreprenenrial orientation has a significant effect on competitive advantage. This reality confirms that when there is bhigh pressure
on MSMEp, it will canse actions and reactions among companies in the industry. To emphasize the important role of knowledge management in
Jacing future pressures, wider research is needed on the consequent variables of the application of knowledge management in MSMESs, such as
digital capabilities, business agility and business performance.

Keywords: Knowledge Management Infrastructure, Knowledge Management Processes, Competitive Advantage, Entreprenenrial
Orientation, MSME

Abstrak. Konsep knowledge management sebagai andalan untuk membangun keunggulan kompetitif perusabaan besar sudah sangat
ditekankan dalam literatur strategic management, namun studi serupa masib jarang dilakukan di ranah UMKM. Untuk mengisi
kesenjangan tersebut, makalah ini mengkaji secara empiris hubungan antara dimensi kapabilitas manajemen pengetabuan dan keunggnlan
kompetitif melalui orientasi kewiransahaan Usaba Mikro, Kecil dan Menengah (UMKM). Dimensi manajemen pengetabuan yang
digunakan meliputi infrastruktur manajemen pengetabuan dan proses manajemen pengetabuan. Leknik analisis menggunakan Structural
Equation Model (SEM) dengan SmartPLS. Responden penelitian adalah pemilik [ pengelola di 75 sentra UMKM di Jakarta, Indonesia.
UyJi statistik menunjukkan babwa knowledge management infrastructure berpengarnb signifikan terbadap orientasi kewiransahaan nanun
tidak berpengarub signifikan terhadap kennggulan kompetitif. Proses knowledge management berpengarnb signifikan terbadap orientasi
kewiransahaan dan juga keunggnlan bersaing. Sedangkan orientasi kewirausabaan berpengarnb signifikan terhadap keunggulan bersaing.
Realitas ini menegaskan babhwa ketika terjadi tekanan yang tinggi terbadap UMKM akan menimbulkan aksi dan reaksi antar perusahaan
dalam industri tersebut. Untuk menekankan peran penting knowledge management dalam menghadapi tekanan masa depan, diperlukan
penelitian yang lebib luas terbadap variabel-variabel konsekuen penerapan knowledge management pada UMKM, seperti kapabilitas digital,
business agility dan business performance.
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Introduction

Competition is an eternal phenomenon that
will be faced by entrepreneurial companies
(Diugwu, 2011; Grimm et al., 2006). Diugwu
(2011) explains that the more companies that
offer similar goods and services to consumers,
the more competition will increase.
Increasingly fierce competition provides
advantages for companies in the form of
creating company advantages compared to
competitors or competitive advantages.

Currently, competitive advantage is very
important because competition is very
dramatic due to globalization, technological
innovation, and the business environment that
changed due to the Covid-19 pandemic
(Fitriasari, 2020; Grimm, 2006; Lopez et al.,
2020; Muditomo & Wahyudi, 2021). The
situation caused action and reaction between
companies to occur quickly. It is empirically
known that entrepreneurial companies are
more responsive to rapid environmental
changes (Dethine et al., 2020; Hu et al., 2009;
Lumpkin &Decs, 1996). Entrepreneurial
companies are also able to identify
opportunities and create competitive
advantages to exploit those opportunities
(Ireland et al., 2003).

According to experts, managing knowledge-
based resources will give a company a
competitive advantage in the era of knowledge,
which is characterized by today's intense
competition and dynamic business climate.
(For example, Lee et al., 2016; Nguyen, 2010,
Pérez et al., 2016; Ramona &Alexandra, 2020;
Roaldsen, 2014; Shirokova et al., 2013; Teece,
2012; Weerawardena & Mavondo, 2011). The
phenomenon of the organization itself is a
heterogeneous entity filled with knowledge
(Hoskisson et al., 1999). Resource-based
organizations are ultimately knowledge asset-
based organizations (Teece et al., 2007;
Zaichkowsky etal., 2010).

Knowledge is different from conventional
resources that are tangible, more accessible,
imitated, reduced when used, and easily
substituted. Knowledge has distinct, intangible
qualities that keep growing when applied and
are very challenging for competitors to imitate
(Bagnoli &Vedovato, 2014; Teece, 2012). The
same opinion was stated by Grimm et al.
(2006); Karia (2018); Ramona &Alexandra
(2020) who affirmed that in the age of
knowledge, knowledge in an organization
serves as a unique resource to achieve a
competitive advantage.

Micro and small businesses (MSEs) are one
form of entrepreneurial company (Teece,
2012). The study of achieving competitive
advantage in MSEs is still being debated until
the last decade (Escandén etal., 2016; Nguyen,
2010; Salimi &Rezaei, 2018). The quantity of
the study results is still less than the study
results of competitive advantage on large
companies (Nguyen, 2010). There are at least
two reasons that explain this, namely the
competitive advantages in small and medium-
sized micro enterprises (MSMEs) more often
considered as accidental due to certain
operating conditions surrounding the
company (Beaver &Jennings, 2005) and the
economy of small-scale businesses that do not
allow to have a competitive advantage
(Chawinga &Chipeta, 2017; O'Donnell et al.,
2002; Ong et al., 2010). Large companies are
supported by the ability to identify the core
skills, resources and management to achieve a
position of excellence. Meanwhile, the general
condition of MSEs usually has the
characteristics of a lack of resources, facing
uncertain market conditions and being reactive
in marketing (Panuwatwanich & Nguyen,
2017).

Based on the view of Sambamurthy et al.
(2003) and Grimm et al. (2006), the process of
building knowledge management capabilities is
a combination of dimensions, namely
knowledge management infrastructure and
knowledge management processes. Gold et al.
(2001) asserts that knowledge management
infrastructure will not become a knowledge
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management capability without a knowledge
management process. At this stage, Ferreira &
Azevedo (2007) added the construct of
entrepreneurial orientation as an important
resource and capability in small businesses to
build competitive advantage. Research on
MSMEs shows that MSMEs that survive in a
competitive environment are MSMEs that
adopt an entrepreneurial orientation (Ibrahim
& Mahmood, 2016; Qosasi et al., 2019; Rosli
Mahmood et al., 2013; Sirivanh et al., 2014;
Tajeddini etal., 2013).

In Indonesia, MSMEs make a major
contribution to the economy, including
contributing 61.07% to GDP, absorbing
97.00% of the workforce, and contributing
14% to exports (katadata, 2020). The presence
of the Covid-19 pandemic has had a significant
impact on MSMEs. Based on the report by the
Coordinating Ministry of Finance for UKMM,
as many as 56% of MSMEs experienced a
decrease in sales turnover due to the Covid-19
pandemic. Based on the sector, it was reported
that MSME exporters were the most affected,
namely around 95.4% of the total exporters.
89.9% of the affected MSEs engaged in the
craft and tourism support sectors. Meanwhile,
the sector that was the least affected by the
Covid-19 pandemic was the agricultural sector,
which was 41.5% (Trimahanani, 2020).
Recognizing the strategic role of MSMEs in
the national economy, the government is
carrying out the National Economic Recovery
(PEN) due to the pandemic, one of the targets
is to mobilize MSMEs. If MSME:s rise, the
economy will be leveraged because MSEs are

the engines of economic growth (Nainggolan,
2020; Windarto, 2021).

In line with government programs to drive the
economy, this study aims to analyze
competitive advantage based on knowledge
management skills in MSEs during the Covid-
19 pandemic by utilizing entrepreneurial
orientation as a mediated construct. This
research contributes to answering the need for
MSEs to win the competition in the midst of a
competitive and dramatic climate due to the
pressure of the Covid-19 pandemic. Itis hoped

Jurnal
76 | Manajemen Teknologi
Vol. 22 | No. 1 | 2023

that this research can become an empirical
basis for academics, owners/leaders and
managers of MSEs in industrial centers to
continue to have an advantage in the Covid-19
pandemic situation.

Literature Review and Hypothesis

Knowledge Management Capability

Knowledge management capability is the
ability to identify, optimize, and enable the
management of intellectual assets to create
value, improve productivity, and competitive
advantage (Agostini et al., 2016; Agranoff,
2003; Chang et al., 2018; Crammond et al,,
2018; Merali, 2010; Ramona & Alexandra,
2020). Gold (2001) stated that theoretically two
single dimensions contruct knowledge
management infrastructure dan management
process.

Knowledge management infrastructure is the
ability of knowledge management support
facilities in small and medium enterprises in
the industry center to act as a memory of
organizational knowledge that can be used
dynamically when competing in the market.
The knowledge management infrastructure in
this study consists of four indicators, namely
culture, leadership support, and technology
and benchmarking (Wong &Aspinwall, 2005;
Valmohammadi & Ahmadi, 2015).

Cultural indicators are supporting facilities that
become a source of knowledge in MSEs in the
form of wvalues, norms, and habits that
organize the behavior of every business
person. Values are defined as a shared belief
that managing knowledge is the strength of the
company (Purnomo &Suharyono, 2011).
Norm is important for everyone to share their
knowledge into organizational knowledge.
The cultural indicator has four items. Firsz,
believe the error as a source of learning. This
item relates to everyone's belief that making
mistakes when trying is a valuable learning
resource for the company. Second, trust each
other. This item describes everyone trusts each
other in sharing the various knowledge that the
company needs. Third, the company
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encourages asking questions, i.e. the company
encourages everyone to ask questions to
improve understanding in the learning process
in the company. Fourth, believe in imitation as a
source of learning. This item reflects
everyone's belief that better imitation of other
companies is a learning resource for
competing.

support from owners in employees in
practicing knowledge management within
their organization (Purnomo &Suharyono,
2011). The leadership indicator has three items.
First, the example of practicing. This item
shows the importance of the example of the
company's leadership to practice the
knowledge management process. Second,
commitment. This illustrates the commitment
of the company owner to the application of
knowledge management. Third, the clear
target. This item reflects that the owner sets a
clear goal.

Benchmarking indicators relate to the activities
of small and medium-sized businesses in the
industry center to model the best practice of
fellow small businesses or competitors, as an
action and reaction in competition. The
benchmarking indicator has two items. First,
the company encourages imitation. This item
reflects the company's encouragement to
everyone to emulate the best practices that
competitors do when doing business. Second,
the manners to imitate. This item shows that
the company pays attention to manners in
imitating the best practices performed by
competitors when doing business.

Technology indicator is information and
communication technology or social media on
the internet that the company uses to win the
competition. The technology indicator has
three items. First, it's easy to learn. This item is
related to easy-to-learn communication
technology and information used in the
company. Second, technology serves as a
source of learning information. This item
describes the company utilizes communication
technology (digital) as a source of information
forlearning,

Third, utilize technology to compete. This item
reflects company utilizes communication
technology to win the competition when doing
business, such as social media: Twittert,
Whatsapps, Facebook, email, etc.

The knowledge management process is the
function of knowledge management within
the MSE organization consisting of
knowledge acquisition, knowledge sharing,
and knowledge application (Chen &Huang,
2009). Knowledge acquisition indicator is the
process of exploring the knowledge needed in
the MSE organization from customers,
business partners, and employees to become
the knowledge of the organization. The
knowledge acquisition indicator has three
items. First, dig into customer knowledge. This
item reflects the company's efforts to acquire
knowledge by exploring the knowledge needed
in the efforts of the company's customers.
Second, explore the knowledge of partners.
This item describes the company's efforts to
acquire knowledge by exploring the knowledge
needed in running the business from the
company's partners. Third, explore employee
knowledge. This item shows the company's
efforts to gain knowledge by exploring the
knowledge needed in doing business from the
experience of employees while being
employees.

Knowledge sharing indicator is the process of
disseminating organizational knowledge that
has been obtained openly within the
organization as well as to business partners
(Purnomo &Suharyono, 2011). The
knowledge sharing indicator has two items.
First, employees share knowledge openly. This
item describes the process of knowledge
sharing when everyone in the company shares
knowledge openly full of trust. Second, share
knowledge with partners. This item reflects the
company sharing the knowledge needed to do
business openly with business partners.
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An indicator of knowledge application is to
carry out the knowledge that has been obtained
in the company's activities and competition
(Purnomo & Suharyono, 2011). The
knowledge application indicator has three
items. First, it's easy to practice. This item
reflects the application of knowledge in which
everyone in the company finds it easy to
practice the knowledge that has been learned.
Second, save the activities. This item shows that
the company uses the knowledge it has gained
to save money in every business activity. Third,
improve the ability to compete. This item
illustrates that practicing the knowledge that
has been learned will improve the ability to
compete with other businesses.

Entreprenenrial Orientation

Entrepreneurial orientation is the willingness
of organizations to innovate, take risks, and be
more proactive (Wiklund & Shepherd, 2005).
So, entrepreneurial orientation is not the ability
of the organizations to innovate, take risks, and
be more proactive. Entrepreneurial orientation
creates a good situation for organizations to
explore and exploit opportunities and create
competitive advantages for several reasons:
First, innovativeness makes it easier for
organizations to explore and exploit new ideas
and help adjust to change (Ahuja & Lampert,
2001; Lumpkin & Decs, 1996; Rauch et al,,
2009). Second, proactiveness provides
direction into the future and the search for
opportunities (Ahuja & Lampert, 2001; Rauch
et al., 2009). This reflects the attitude to
anticipate and act to be aware of market
changes (Baker & Sinkula, 2009), as well as
being a pioneer in using new methods,
techniques, and products (Lee et al., 2001; Li &
Zhang, 2010). Third, risk-taking, this aspect
represents the willingness to spend resources
to pursue believed opportunities even though
the results are uncertain (Ahuja & Lampert,
2001; Baker & Sinkula, 2009).

Lumpkin & Dess (2001) added two dimensions
of entrepreneurial orientation, namely
autonomy and competitive aggressiveness.
Autonomy is a company's independent action

to realize a vision or idea (Hussain et al., 2015;
Lumpkin & Dess, 2001; Purnomo etal., 2019).
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Autonomy in the context of entrepreneurial
orientation is strategic autonomy (Kuratko,
2010) meaning that to have a high
entrepreneurial orientation, a company's
autonomy must exist at a strategic level.
Competitive aggressiveness. Lumpkin & Dess
(2001) defined the willingness to be aggressive
in competing (competitive aggressiveness) as a
tendency to be willing to compete directly and
strongly in the market. This is evident from the
level of enthusiasm of the company to surpass
competitors one step ahead. For example, the
willingness to use tactics that are not
commonly done by similar companies to be at
the forefront. Thus, in this study,
entreprencurial orientation is measured by five
dimensions, namely: awutonomy, innovativeness,
risk-taking, proactiveness, and competitive
aggressiveness (Lumpkin & Dess, 2001; Qosasi et
al.,2019; Sirmon etal., 2011).

Competitive Advantage

Competitive Advantage in small businesses
according to Nguyen (2010) is a unique
advantage owned by a small business that
distinguishes it from other similar small
businesses so that it can be used to win the
competition. A competitive advantage is
gained when a company develops or controls a
group of attributes (to execute actions) that
enable the company to stand out above its
competitors (Wang, 2014). Competitive
advantage is the uniqueness of MSEs because
they can build knowledge management
capabilities and become entrepreneurial
oriented to be utilized to win the competition
and maintain business continuity in industrial
centers. Competitive Advantage is a
knowledge-based uniqueness or uniqueness
caused by the company's ability to manage
knowledge.

The competitive advantage developed by
Newbert (2008) has six indicators. The first
indicator is the more efficient operational
costs. This indicator shows that the company
has more cost-effective operations than other
similar companies. Second, selling power. This
indicator describes the company can sell more
products than other similar companies.
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Third, product diversity. This indicator reflects
the company has a variety of products that are
more diverse than the products of other
companies. Fourth, product availability. This
indicator indicates that the company has a
greater inventory of products than other small
businesses. Fifth, better management
practices. This indicator indicates that the
company has better management practices
than other businesses. Sixth, cheap price. This
indicator shows that the company can set
prices cheaper than similar small businesses.

Hypothetical Framewortk

Wong & Aspinwall (2005) stated that the need
to study the knowledge management
capabilities of MSEs is driven by two
complementary views, namely "pull perspective"
and "push perspective". Pull Perspective explains
the potential benefits of knowledge
management which are very important for
internal MSEs such as increasing competence,
efficiency, innovation and learning. While the
push perspective explains that knowledge
management is important for MSEs to face
external or environmental pressures, such as
competitive pressures, competition, pressure
from large companies that are increasingly agile
in adopting knowledge-based organizations,
including pressure due to the Covid-19
pandemic. Knowledge Management in MSEs
provides new tools to survive, grow, and
maintain competitive advantage because
knowledge is a new organizational resource in
the knowledge economy era (Sheikh, 2008;
Vazquez, 2012). This study uses the two
dimensions of knowledge management
capability that have been stated, namely
knowledge management infrastructure and
knowledge management processes (Gold etal.,
2001).

Organizational infrastructure can increase
social capital by providing a mechanism for
social interaction between individuals as a basis
for the knowledge management process
(Nguyen, 2010). Grant (1996) explained that
clements of the organization's infrastructure
can enable companies to effectively manage
their knowledge by coordinating individual

activities and integrating individual knowledge
so that it can be converted into organizational
knowledge. The opinion refers to Nonaka
(1994) who explained that knowledge can be
created, shared, improved, reproduced, and
accepted in an organization through social
processes and collaborations, especially
individual cognitive processes. Previous
research has proven that knowledge
management infrastructure produces an
entrepreneurial orientation (Li et al., 2009;
Wales et al., 2013; Williams & Lee, 2009) and
comparative excellence (Grimm et al., 2000;
Karia, 2018). Research in the field of MSEs
shows that the success of MSEs to survive in a
competitive environment is due to MSEs
having an entreprenecurial orientation of
innovativeness, proactiveness, and risk-taking
(Wiklund and Shepherd, 2003; Bouchard and
Basso, 2011; Akbari and Boharestan, 2013) and
autonomy and competitive aggressiveness
(Hussain et al., 2015; Lumpkin &Decs, 2001;
Purnomo etal., 2019).

Empirically, Mahmood et al., (2013) found that
the knowledge management process relates
positively to entrepreneurial orientation. So,
there is a tendency that the entrepreneurial
orientation will increase when the knowledge
management process is well processed in an
organization. The company's entreprencurial
orientation thereby enhances competitive
excellence (Escandon et al., 2016; Ibrahim &
Mahmood, 2016; Liu et al., 2011; Qosasi et al.,
2019). Based on the explanation, the following
is the framework of hypotheses and research
hypotheses:
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Knowledge management
infrastructure

Knowledge management
Process

Figure 1.
Hypothetical Framework

Research hypotheses:

H1: Knowledge management infrastructure
has a significant impact on
entrepreneurial

orientation

H2: Knowledge management infrastructure
has a significant impact on competitive
advantage

H3: Knowledge management process has a
significant impact on entrepreneurial
orientation

H4: Knowledge management process has a
significant impact on competitive
advantage

H5: Entrepreneurial orientation has a
significant impact on competitive
advantage

Research Methodology

First, conducting a literature review to define
and identify the dimensions/constructs of
variable building knowledge management
capabilities, entrepreneurial orientation, and
competitive advantage in SMEs. Second,
creating a research questionnaire. The
questionnaire consists of two parts, the first
part contains the profile of research
respondents, while the second part contains a
list of questions representing research
variables. Based on the results of the literature
review of research variables, a total of 31
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Entrepreneurial orientation

Competitiveadvantage

questions were obtained. All question items are
made in the Indonesian language. Scale
measurement uses Likert scale: 1 = Strongly
Disagree; 2 = Disagree; 3 = Hesitation; 4 =
Agree and 5 = Strongly Agree (Joshi et al.,
2015; Kim, 2011). Third, research respondents.
The respondents of this research were UMK
in 75 UMK industrial centers in Jakarta.
Business actors in the MSEs industrial center
in Jakarta have included technology
infrastructure and utilized digital media in
business processes both for learning and e-
commerce purposes such as barcodes.

Referring to Hair et al. (2000) for quantitative
research the number of good respondents
should be between five to ten times the
number of research items. So, the number of
research respondents is between 155 and 310
respondents. The distribution of the initial
questionnaire was carried out via social media,
successfully obtaining 47 respondents (30.32%
of the minimum target of respondents). To
increase the number of respondents, efforts to
distribute questionnaires were carried out
offline by meeting respondents at several
MSEs industrial centers in Jakarta. This effort
succeeded in getting an additional 50
respondents. Even though it requires greater
effort, this method illustrates that offline
participation of respondents is better than
online. Total respondents obtained were 97

people.
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Referring to the opinion of experts that a total
of 97 respondents have met the standards to be
used as a quantitative research sample, for
example Sekaran & Bougie (2016) put forward
the rule that for most studies, the sample size
ranges from 30 respondents to 500
respondents. This figure is in line with Chin et
al. (2016), which states that the statistical test
using the structural equation model (SEM)
with Partial Least Square (PLS) with a total of
100 respondents is feasible to use. SEM-PLS
can be used to perform confirmatory analysis
(Ringle et al., 2005). Confirmatory factor
analysis (CFA) is a statistical technique used to
find the construct

Table 1.
Profile Of Research Respondents

form of a set of manifest variables, or test a
variable on the manifest assumptions that build
it (Ghozali, 2014). Consideration of using
SmartPLS because SmartPLS was developed
based on modeling and bootstrap paths, and is
recommended by Tenenhaus & Esposito

(2005).

Results and Discussion

Profile Of Research Respondents

The profile of the research respondent
provides information about the respondents
involved in the study. Here is table 1, the profile
of research respondents.

Item Quantity Percentage
Gender Men 56 57.73
Women 41 42.27
Total 97 100
Status Manager 14 14.4
Owner 83 85.6
Total 97 100.00
Business age < 5 years 13 13.40
5-10 years 27 27.84
11-15 years 36 37.11
> 15 years 21 21.65
Total 97 100
Product Furniture 12 12.37
Fashion 21 21.65
Printing 5 5.15
Tofu and tempeh 18 18.56
Handicrafts 6 0.19
Apparel 21 21.65
Salted fish 5 5.15
other products 9 9.28
Total 97 100
Learning media Digital Media-Socmed 86 89%
Community 13 13%
Courses 25 26%
Previous work experience 37 38%
Family 43 44%
Jurnal
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Model Conformity Test

Referring to Chin (1998) the suitability of the
SEM research analysis model with PLS is
carried out in three stages, namely outer model
analysis, inner model analysis, and hypothesis
testing;

Outer Model Analysis

Based on the results of running with smarPLS,
the suitability of the research modelis obtained
that meets the criteria required for the smart

PLS outer model, namely the reflective model
as measured by the outer loading indicator (>
0.5); Cronbach's alpha & rho_A with
composite reliability values > 0.6 with values >
0.7 and AVE > 0.5 (Cheung & Rensvold,
2002). The following is table 2 of the output
loading factors of all constructs.

Table 2 shows that all outer loading values have
values above >0.5; therefore, all question items
can be retained. Here are table 3 values of
validity and reliability of constructs.

Tabel 2.
Outer Loading
Competitive Entrepreneurial len owledge I\/Ifno"‘dedge
advantage Orientation 1 anagement anagement
nfrastructure Process
CA1 0.918
CA2 0.909
CA3 0.941
CA4 0.915
CA5 0.936
CAG6 0.943
EO1 0.883
EO2 0.951
EO3 0.958
EO4 0.971
EO5 0.966
KMI1 0.928
KMI2 0.912
KMI3 0.911
KMI4 0.922
KMI5 0.939
KMI6 0.925
KMI7 0.904
KMIS 0.915
KMI9 0.905
KMI10 0.943
KMI11 0.936
KMI12 0.942
KNP1 0.955
KNP2 0.954
KNP3 0.960
KNP4 0.911
NP5 0.891
KNP6 0.941
KNP7 0.935
KNP8 0.861
Jurnal
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Table 3.
Validity Value and Construct Reliability

Average
Cronbach's tho A Composite  Variance
Alpha - reliability =~ Extracted
(AVE)
Competitive advantage 0.967 0.968 0.973 0.859
Entrepreneurial Orientation 0971 0.972 0.977 0.895
Knowledge Management 0.984 0.985 0.986 0.853
Infrastraucture
Knowledge management 0.976 0.978 0.98 0.858
Process
Table 4.
Valnes of R2’
Adjusted R
R Square Square
Competitive advantage 0.933 0.930
entreprencurial orientation 0.942 0.941

Table 4 shows that all Cronbach alpha values >
0.6 composite reliability with values of >0.7
and AVE > 0.5 (Cheung & Rensvold, 2002),
thus, all outer model criteria met the standard.

Inner Model Analysis

According to Chin (1998) the inner model
analysis can be seen from several indicators,
including: coefficient of determination (R2);
Predictive Relevance (Q2); Goodness of Fit
Index (GoF). The following is a calculation for
eachindicator.

1. Coefficient of Determination (R2)
The following shows the output value of
the R2 smartPLS software.

According to Chin (1998), R square above 0.67
is strong, between 0.67 to 0.19 is moderate, and
below 0.19 is weak. Sarwono (2010) adds that
R2 > 0.7 is strong. It can be seen that all the
variables involved in this study are categorized
as having a strong relationship.

2. Predictive Relevance (Q°)
To calculate Q”the following formula can
beused
Q’=1-(1-R1*) 1-R2")...... (1-Rn”)
Q’=1-((1-0.930) (1-0.941))
Q’=0.9958

This test was conducted to determine the
predictive ability with a blindfolding
procedure. According to Chin (1998), if the
value obtained is between 0.02 and 0.15 then
the model has little predictability. If the value
obtained is between 0.15 and 0.35 then the
model has moderate predictability. Finally, if
the value obtained is above 0.35, then the
model has high predictability. The calculation
of the Q2 value obtained a result of 0.9958, so
the model has great predictability.

3. Goodness of FitIndex (GoF)
GoF value in SEM with PLS is calculated
manually (Tenenhaus & Esposito, 2005)
with the following formula
GoF= 1 x
GoF=0.838

Jurnal
83 | Manajemen Teknologi
Vol. 22 | No. 1 | 2023



Permana, Utani, and Purnomo | The Influence of Knowledge Management Capability Dimensions on the Competitive Advantage of MSMEs
Throngh Entreprenenrial Orientation

The GoF value of 0.1 is of small value, 0.25 is
of medium value and 0.38 is of great value
(Tenenhaus & Esposito, 2005). The results of
this study show that the calculation of the GoF
value is 0.83. So it was concluded that the
research model can capture the real
phenomenon of the influence of knowledge
management processes and knowledge
management infrastructure on the competitive
advantage of MSEs through entrepreneurial
orientation. Thus, the inner model test proves
that all criteria of the research results meet the
relevant criteria.

Knowledge
management
infrastructure

0.301

Entrepreneurial

orientation

Knowledge
management
Process

Figure 2.
Test Results Of The Research Model.
(Source: Research data, 2021)

Figure 2 presents the influence between
research variables with 4 proven significant
hypotheses at a confidence level of 95%,
namely knowledge management infrastructure
has a significant effect on the orientation of
entrepreneurship; knowledge management
process has a significant impact on the
orientation of entrepreneurship; knowledge
management process has a significant effect on
competitive excellence and entrepreneurial
orientation has a significant effect on
competitive excellence.
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Hypothesis Testing

Structural models in SEM-PLS are cartried out
by a bootstrapping process that produces t-
statistical values. According to Asparouhov &
Muthén (2009) if the t-statistic value is greater
than the t-table value with a 95% confidence
level (> 1.96), the effect is significant. The
loading factor value from the original sample
(O) output is used to determine the degree of
interdependence between variables. The
following presented in figure 2 which shows
the Test results of the research hypothesis
model.

Competitive
advantage

While 1 hypothesis is insignificant, namely
knowledge management infrastructure has no
significant effect on competitive excellence.
The following presented in table 6 is
hypothetical test results:
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Table 5.
Hypothetical Test Results

Loading T Statistik Conclusion

factor
Knowledge management infrastructure -> Accented
entrepreneurial otientation 0.301 3.067 P
Knowledge management infrastructure - > Reiected
competitive advantage 0.126 1.602 9
Knowledge management process - > competitive
advantageg ° 0.353 4269 ‘ecepred
Entrepreneurial orientation -> competitive Accepted
advantage 0.498 5.386
Knowledge management process -> Accepted
entrepreneurial orientation 0.680 0.868

Discussion

This study seeks to analyze the infrastructure
of knowledge management and knowledge
management process on competitive
excellence through entrepreneurial orientation
in MSEs in small and medium-sized industry
centers in Jakarta, Indonesia. The test results
on the research model, it is proven knowledge
management infrastructure has a significant
effect on the orientation of entrepreneurship;
knowledge management process has a
significant impact on the orientation of
entrepreneurship; knowledge management
process has a significant effect on competitive
excellence and entrepreneurial orientation has
a significant effect on competitive excellence.
Meanwhile, knowledge management
infrastructure has no significant effect on
competitive excellence. That is, competitive
action mediates the influence between
knowledge management infrastructure and
knowledge management process on the
sustainability of the competitive advantage of
MSEs during the Covid-19 pandemic. Based
on these results, here are some things that can
be summarized:

First, the calculation of statistics over the entire
research construct found a high value, no weak
value construct (<0.5) in compiling research
variables.

This reality confirms that if there is high
pressure on MSEs, it will cause action and
reaction among companies in the industry. At
the same time, this fact confirms that SMEs are
responsive entrepreneurial companies
addressing rapid environmental changes
(Dethine et al., 2020; Hu et al., 2009; Lumpkin
& Dess, 1996). High-value constructs show a
serious response to the pressures during the
Covid-19 pandemic. Although the general
condition of SMEs has decreased in terms of
turnover, there is a blessing behind the covid-
19 pandemic in the form of improved learning.
Wong & Aspinwall (2005) stated that the
potential benefits of knowledge management
capabilities that are very important for SMEs
include competency improvement, efficiency,
innovation, and learning. The knowledge-
based resource management company is the
basis for the creation of competitive
advantage. It relates to the company's main role
in the era of the knowledge economy, namely
to create, store, and apply knowledge in the
framework of long-term survival (Chawinga &
Chipeta, 2017; Grant, 1996; Jardon, 2015;
Novak, 2017; Valkokari & Helander, 2007).
Knowledge becomes a strategic resource to
build capabilities so that organizations can
perform entrepreneurial actions to achieve
competitive advantage (Teece, 2012). Besides,
SMEs that manage knowledge as
organizational capabilities tend to be more
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proactive and able to adapt to environmental
changes and competition (Nguyen, 2010).
Consequently, strategic knowledge
management will be the capability for small
business organizations to exist long-term
(James, 2004).

Second, table 1 data illustrate that in terms of
gender, SME owners/managers in industrial
sentra are relatively balanced between men
(57.73%) and women (42.27). This reality
refutes previous studies in the field of
management and social psychology literature
which suggest that men and women feel the
risk differently; male executives are more
proactive, more interested in risk, and
implement strategic business activities that are
relatively more aggressive in competing (Li,
2017; Yang &Wang, 2014).

The small and medium industry world has
perfect competitive characters. This can be
seen from the number of companies recorded
which reaches 7.221 SMEs in the small and
medium-sized industry. The condition of
competition becomes more drastic during the
pandemic. As it turns out, from a gender
perspective the competitive advantage of
SME:s is generated by male and female actors if
the competitive advantage leverages
knowledge management capabilities and
entrepreneurial orientation. That is, there is no
different risk between men and women in
building the competitive advantage of SMEs.
Meanwhile, in terms of age, the majority of
SMEs involved in the study were 11-15 years
old (37.11%), the next 5-10 years old (27.84%)
while the age of > 15 years (21.65%) and the
least <5 years old (13.40%). This reality shows
that the age of 11-25 years is the ideal age for
SMEs to utilize knowledge management
capabilities and entrepreneurial orientation to
build a competitive advantage. In line with the
results of the previous research which stated
that the age of > 7 years is the mature age of a
company (Ayyagari et al., 2011; Fort et al,
2012; Permana etal., 2020). Digital media is the
most widely used learning media by the
majority of SMEs (89%).
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This confirms that the arrival of pandemics
increases digital utilization so massively (Livari,
Sharma, & Venti-Olkkonen, 2020); therefore,
it is recommended that business sectors carry
out digital transformation at high speed (Soto-
Acosta, 2020), including the SME sector which
includes, furniture, fashion, printing, tofu and
tempeh, handicrafts, apparel, salted fish, and
other products involved in this research.

Third, the results show that the only hypothesis
that is not proven is the influence between
knowledge management infrastructure and
competitive advantage. These results are
different from those of Chuang's (2004)
research and support Nguyen's research (2010)
which stated that knowledge management
infrastructure is not directly related to
competitive advantage. These results are also
in line with the results of other studies that
state that knowledge management
infrastructure is an entrepreneurial resource
that allows companies to have the will to
innovate, to be proactive, and to take risks (e.g,,
Actkdilli & Ayhan, 2013; HU etal., 2009).

Knowledge Management Infrastructure is a
supporting tool to achieve the effectiveness of
knowledge management serves as the memory
of organizational knowledge. Grant (19906)
explains that organizational infrastructure
elements can enable companies to effectively
manage their knowledge through coordinating
individual activities and integrating individual
knowledge so that it can be converted into
organizational knowledge. Experts in the field
of knowledge management generally view that
the availability of adequate knowledge
management infrastructure allows
organizations to acquire better Knowledge
(e.g., Gold et al., 2001; Kogut & Zander, 1996;
Merali, 2010; Mithas et al., 2011; Novak, 2017).
The existence of a good Knowledge
Management Infrastructure not only can
stimulate the creation of knowledge but also
can facilitate the process of sharing knowledge
and experience (Novak, 2017; Singh, Chan, &
McKeen, 2000).
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Conclusion

This research develops a theoretical
framework that can guide the competitive
advantages of MSEs based on knowledge
management capabilities during the covid-19
pandemic. The results showed that
entrepreneurial orientation plays a strategic
role in converting knowledge management
infrastructure and knowledge management
process into competitive excellence of MSEs
in the MSE industry sentra in Jakarta. Thus,
this research supports the idea that knowledge
management capabilities are relevant
intangible resources to build competitive
advantages in MSEs in the future. The results
of this study can be used as a reference for
academics, practitioners, and related regulators
to pay more attention to knowledge
management capabilities. This research also
recommends that future studies need to make
adjustments to technological indicators, such
as involving digital capabilities (Dethine et al.,
2020; Khin & Ho, 2019; Permana et al., 2019;
Sambamurthy etal., 2003).
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