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This research will focus on the SME creative industry, especially the craft sub-
sector. In general, the craft industry must be able to produce quality products at
competitive prices as their competitive advantage. From every fact that occurs in
the field, the products offered by Craft MSMEs in Sukabumi Regency generally
have high selling prices. This is because local craft products are made using
human power and hands (handmade). Thus, most handmade products are not sold
in large quantities and the price makes these products expensive. This study aims
to determine the effect of market orientation and knowledge management on
competitive advantage. The method used in this research is descriptive method
and associative method with a quantitative approach. The sampling technique used
by the researcher is the saturated technique, namely a number of 35 craft SMEs in
Sukabumi Regency. The data analysis technique used is multiple linear regression
analysis which includes the coefficient of determination, multiple correlation
coefficient and partial test (t test). The results of the study using the t test showed
that market orientation (X1) had a significant effect on competitive advantage (Y)
and knowledge management (X2) had a significant effect on competitive advantage
(Y). The contribution of market orientation and knowledge management variables to
competitive advantage is 78%. While the remaining 22% is influenced by other
variables outside this regression equation or variables that are not examined.
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1. Introduction

In growing the economic growth of the
community, MSMEs have a major contribution,
especially in developing countries. The positive
impact can move the wheels of the nation's
economy and reduce the number of
unemployed. Based on data from the Ministry
of Cooperatives and Small and Medium
Enterprises of the Republic of Indonesia, there
are 2,027 MSMEs in Sukabumi Regency
(Ministry of Cooperatives and Small and
Medium Enterprises of the Republic of
Indonesia, 2022). MSME is one of the potential
employment expansion to overcome
unemployment and poverty. Development in
terms of creating direct employment
opportunities in the form of independent work,
micro-enterprises, or small businesses.

Gaining a competitive advantage is a major
challenge for companies operating in today's
business environment. Before formulating its
marketing strategy, the company must observe
environmental factors and understand the
goals, strengths, and weaknesses of its
competitors to identify opportunities and
threats that may occur. Basically there is a link
between competitive position and business
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strategy, where each company occupies a
different competitive position (Kawurian, 2014).
Competition is one of the factors that are often
studied related to internal factors and external
factors that affect performance, as external
factors have a stronger influence on the
competitive advantage of SMEs than internal
factors (Osmani, 2015). Competition is the
biggest challenge, especially business
competition related to local competitors
compared to foreign competitors (Africa,
2016). Currently, the number is increasing and
continues to develop products or services
produced as an effort to maintain competitive
advantage that has a significant effect on the
performance of MSMES, so it is necessary to
focus more on regulating and reviewing the
factors that contribute to competitive
advantage in order to survive in the
competition (Sinaga & Gallena, 2003). 2018).
The factor that influences competitive
advantage is market orientation (Yuniari, et.,
al. 2018). The growth and survival of MSMEs
depends on several important factors including
the quality of services offered to consumers so
that they can meet their expectations, and this
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can help attract new consumers and retain old
customers in order to realize competitive
advantage and better business performance
because service quality can affect satisfaction.
consumer. So as long as the MSME sector can
continue to improve the quality of its services,
it will be able to increase its competitive
advantage that is better than its competitors.

According to Rizki Zulfikar (2018:292) put
forward an important statement about market
orientation "Market orientation viewed as the
most impactive and efficient organizational
culture in shaping the behaviors necessary for
the creation of superior value for buyers and
thus continuously making superior perfor-
mance for business."

According to Aris Mardiyono (2018: 564)
"Market orientation is something that is im-
portant to the company in line with increasing
global competition and changes in customer
needs where the company realizes that they
must always deck with the market." Which
means that: market orientation is something
important for companies in line with increasing
global competition and changing customer
needs where companies realize that they must
always adapt to the market.

From the explanation above, it can be con-
cluded that market orientation is looking for
information related to market needs for busi-
ness development.

Several indicators used to measure market
orientation are customer orientation, competi-
tor orientation and inter-company coordination
in the research conducted by Rizki Zulfikar, et
al (2018) consisting of three indicators, name-
ly:

1. Customer orientation

Customer orientation not only governs the
process, but a culture that emphasizes the
customer as the center of planning and imple-
mentation to create superior value for an or-
ganization.

2. Competitor Orientation

The application of competitor orientation
has two objectives, namely in the short term
the company seeks to understand the
strengths and weaknesses of both current
competitors and potential competitors in the
future. Meanwhile, in the long term, companies
must understand what capabilities and strate-
gies they are using.

3. Coordination  between Intra-Company

Functions

Reflecting the coordinated utilization of all
existing resources within the company in order
to create superior customer value for target
buyers. To be able to provide the right re-
sponse to customers, it is necessary to coordi-
nate the use of resources within the company
between various departments, coordination in
the context of integrating these resources is
closely related to customer and competitor
orientation.

32

Inovbiz: Jurnal Inovasi Bisnis 10 (2022) 31-39

For MSMEs that have made market
orientation not only focused on understanding
consumer character but also making it an
organizational culture that can create
behaviors to create superior value for buyers
and superior performance for companies, it will
make it easier to develop strategies to achieve
success based on external basic needs, wants
and market demands that are better than its
competitors, so it can be said that market
orientation can affect competitive advantage
(Sulistyawati & Semarang, 2019). The focus of
attention on market orientation and competitive
advantage can be a characteristic of MSMEs
in achieving sustainable business survival so
that it is not only enough to understand the
market but also needs to build the commitment
of leaders and employees to continue to learn
faster than competitors so as to produce
superior performance (Profile, 2018).

Another factor that influences competitive
advantage is knowledge management. One of
the resources that can be highlighted is
knowledge resources. Knowledge
management is a strategy to identify the
knowledge possessed so that the creation of a
competitive advantage can improve overall
performance. Knowledge management is the
management of company knowledge and
intellectual assets that can improve
organizational performance characteristics and
add value by enabling a company to act
smarter (Khan, 2012). Knowledge
management is one of the management tools
that can be used to support the achievement of
organizational goals and demonstrate
competitive advantage so as to create good
organizational performance.

Knowledge is recognized as an important
asset and strength in the organization. In the
modern economy, organizations that utilize
knowledge are organizations that have a com-
petitive advantage. This competitive advantage
is realized through full utilization of information
and data combined by utilizing the skills, ideas,
commitment and motivation of employees.
Therefore, the following is the definition of
management:

1. (Dalkir, 2011) states that knowledge man-
agement is an orderly and structured coor-
dination within an organization that man-
ages human resources, technology, pro-
cesses and organizational structures in or-
der to increase value through reuse and
innovation.

2. Megantoro et al., (2014) stated that
knowledge management is a management
tool that can be used to contribute to the
achievement of organizational goals and
demonstrate competitive advantage so as
to create good organizational performance.

3. And according to Andreas Budihardjo
(2018) states that knowledge management
is a very important discipline and focuses
on transferring knowledge, skills, and effec-



M Rizal Maulana, R Deni Muhammad Danial, Kokom Komariah

tive work behavior within a company or or-
ganization.

The key or indicator for knowledge
management is the focus on creation, sharing
and transfer (Howell & Annansingh 2013; Veer
Ramjeawon & Rowley 2017). The following are
indicators in knowledge management:

1. Knowledge Creation

Bajwa et al. (2015) say knowledge creation
requires an environment that fosters creativity
through the creation of new ideas, while the
commercialization of knowledge demands a
well-regulated and systematic  process.
According to Kao & Wu (2016) new knowledge
is created and transferred to various levels of
the organization through four indicators:

1) Socialization, in the creation of knowledge,
socialization is useful for encouraging
employees to know each other in informal
meetings and exchange roles between
employees in the company or organization
(Tyagi et al. 2015)

2) Externalization, in the creation of
externalization knowledge related to
information  technology and systems
(Bashir Memon et al. 2017).

3) Combination, namely changing explicit
knowledge into new and more systematic
knowledge, then disseminated among
individuals within the organization (De
Aguiar & Paterson 2017; Sasaki 2017).

4) Internalization, in internalizing knowledge
creation, changing explicit knowledge into
tacit knowledge within an organization
(Sasaki, 2017)

2. Knowledge Sharing

Knowledge sharing is the main source for
maintaining a competitive advantage, helping
every employee, improving employee skills
and experience for every employee in a
company or organization (Abzari et al. 2016;
Naeeem et al. 2017; Naim et al. 2017).
According to  Becerra-Fernandez  and
Sabherwal (2010), the sub-indicators of
knowledge sharing are as follows:

1) Employees gain knowledge from work
experience

2) Employees can gain various knowledge
through internships

3) And can access SOPs to get the
information needed.

This research will focus on the SME
creative industry, especially the craft sub-
sector. In general, the craft industry must be
able to produce quality products at competitive
prices as their competitive advantage. To
optimize the performance of the craft industry,
it is necessary to make maximum efforts to be
able to compete in both the domestic and
foreign markets. From every fact that occurs in
the field, the performance of the craft industry
is still good, although they are still constrained
in setting prices. The products offered by Craft
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SMEs in Sukabumi Regency have high selling
prices, this is because local craft products are
made using human power and hands
(handmade). So, mostly handmade products
are not sold in large quantities, so the price
makes these products expensive.

Based on this background, researchers are
interested in conducting research in Sukabumi
Regency related to market orientation and
Knowledge management, with the title
"Analysis of the Effect of Market Orientation
and Knowledge Management on Competitive
Advantage (Case Study on Craft SMEs in
Sukabumi Regency)".

2. Research Methods

The method used in this study is a quanti-
tative method with a descriptive and associa-
tive approach. The researcher determined that
the population in this study was Craft SMESs in
Sukabumi Regency. The sampling technique
in this study used a saturated sample. And in
this case the Craft MSMEs in Sukabumi Re-
gency, amounting to 35 MSMEs.

The data analysis techniques in this
study are: Product Moment Correlation, Coeffi-
cient of Determination, Multiple Regression
Analysis, F Test, and T Test.

3. Discussion Result

Product Moment Correlation

To test how much influence Market
Orientation (X1) and Knowledge Management
(X2) have on Competitive Advantage (Y) on
Craft SMEs in Sukabumi Regency, the Product
Moment Correlation technique is used.
According to Sugiyono (2017), Product
Moment Correlation is, "to test the hypothesis
between one independent variable and one
dependent variable".

Product Moment Correlation can be
calculated by the following formula:

2 + 2 2
n n _ ,. ,. .
R _ ! Yy ! Jx, ! pas! ’.‘Tz ;xlxl
; - B

1, 1— 2
XX,

Information :

ryx = number of data pairs X and Y

>xy = the product of the total number of
variables X and Y

> x? = square of the total number of variables X
>y? = square of the total number of variables Y

The results of the product moment
correlation test are as follows:

Table 1. Product Moment Correlation
.Model Summary®
Std. Error of

Mode R Adjusted R the
| R Square Square Estimate
1 .8832 .780 767 2.19516

a. Predictors: (Constant), Knowledge Management,
Market Orientation
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b. Dependent Variable: Competitive Advantage
Sumber : Results of Questionnaire Data Processing,
2022

The results of the table above show that
the results obtained by the R number are
0.883. The calculation results that have been
obtained can then be interpreted as to the
strength of the relationship using the
guidelines as shown in the following table:

Table 2. Correlation Coefficient According to Guilford
Kriteria Criteria

Ordinal Coefficient Relationship Level

0,00 - 0,199 Very Low
0,20 - 0,399 Low
0,40 — 0,599 Medium
0,60 - 0,799 Strong
0,80 — 1,000 Very Strong

Source: Sugiyono (2017)

Based on the correlation coefficient table
above, the results of the correlation calculation
yield a value of 0.883 with a 95% confidence
degree and a significant level of = 0.05, the
value is in the 0.80 - 1,000 category. This
shows that there is a very strong relationship
between market orientation (X1) and
Knowledge management (X2) on competitive
advantage (Y) in Craft MSMEs in Sukabumi
Regency.

Coefficient of Determination

Then to find out the contribution of the
influence of variables X1 and X2 to Y using the
coefficient of determination formula according
to Sugiyono (2014) as follows:

Kd =r2 x 100%

Where:
Kd = Coefficient of determination
r = Correlation coefficient

The coefficient of determination to see
some percentage (%) of market orientation
and knowledge management variables
(variable X) and competitive advantage
(variable Y). To predict how far the change in
the value of the dependent variable when the
value of the independent variable is changed,
that is by using multiple linear regression
analysis.

It is known that the results of market
orientation (x1) and knowledge management
(x2) on competitive advantage (y) are as
follows:

R =0.883

so it can be calculated:

Kd = 0.883 x 100%

=78%

Criteria for coefficient of determination:
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If "kd" is close to 0, then the influence of
variable X on variable Y is weak

If "kd" is close to 1, then the influence of
variable X on variable Y is strong.

Based on the results of the calculation of
the coefficient of determination, it can be seen
that the coefficient of determination between
X1 and X2 against Y is 78% close to number
one, so the model is considered to be better.
so it can be concluded that the independent
variables of market orientation and knowledge
management variables are able to explain the
dependent variable of competitive advantage.
the researcher can explain that between the
magnitude of the influence of the market
orientation variable (X1) and the knowledge
management variable (X2) on the competitive
advantage variable (Y) is 78% while the rest of
the other influences not examined by the
researcher are 22%.

Multiple linear regression

Multiple linear regression is an activity to
find out the relationship Sugiyono (2017),
"Multiple regression analysis is used by
researchers, to predict how the condition (up
and down) of the dependent variable, if two
independent variables as predictor factors are
manipulated (increase in value)".

In this study, researchers used multiple
linear regression equations because the
independent variables in the study were more
than one. The multiple linear regression
equation according to Sugiyono (2017) can be
formulated as follows:

Y*=a + biX1+ b2X
Information:
Y* = Subject in the predicted dependent
variable
X = Independent variable
a = Price of Y when X = 0 (constant price)
b = Number or regression coefficient which
shows the increase or decrease in the
dependent variable caused by changes in the
independent variable.

The results of the multiple linear regression
analysis are as follows.

Table 3. Table of Multiple Linear Regression
Calculation Results
Coefficients?
Standar
dized
Unstandardize Coeffici
d Coefficients ents

Std.

Model B Error  Beta t Sig.
(Constant) -3.725 2.632 -1.415 167
Market 319 157 .319 2.036 .050
Orientation
Knowledge .635 .166 597 3.814 .001
Manageme
nt

a. Dependent Variable: Competitive Advantage
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Source: Results of Questionnaire Data Processing,
2022

Based on the table above, it can be seen
that the value of the multiple linear regression
equation is as follows:

Information:
b1 =0.319
b2 =0.635

Furthermore, the multiple linear regression
equation for the employee performance
variable is obtained as follows:

Y =-3.725 + 0.319 X1+ 0.635 X2

Based on the above equation, it is known
that there is a positive influence between
market orientation (Xi) and knowledge
management (Xz2) on competitive advantage
(Y). The above equation means that
competitive advantage will increase if market
orientation and knowledge management are
further improved. The regression coefficient for
market orientation of 0.319 is smaller than the
regression coefficient for knowledge
management of 0.635.

Feasibility Test (F)

Aims to determine the joint strength of the
independent variable on the dependent
variable. This research plan is to find out how
much influence market orientation and
knowledge management have on competitive
advantage in Craft MSMEs in Sukabumi
Regency.

The significant F test is the variation of the
dependent variable that is explained by a
number of percent by the independent
variables together and is a result that is truly
real and does not occur by chance. When a
simultaneous hypothesis test or F test is to be
carried out, there are the following provisions:

1. If Fcount = Ftable then H1 is accepted and
HO is rejected.

2. If Fcount < Ftable then H1 is rejected and
HO is accepted.

The following are the results of the f-test
calculations that have been calculated using
the IBM SPSS 26 software:

Table 4. Model Feasibility Test Results (F Test)

ANOVA?
Sum of Mean
Model Squares df Square F  Sig.
1 Regressi 547.687 2 273.844 56.82 .000°
on 9

Residual 154.199 32 4.819
Total 701.886 34

a. Dependent Variable: Competitive Advantage

b. Predictors: (Constant), Knowledge

Management, Market Orientation

Source: Results of Questionnaire Data Processing,
2022
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Based on the results of the research
contained in table 5, it can be said that on
market orientation and knowledge
management towards competitive advantage
in Craft SMEs in Sukabumi Regency, the
fcount results are 56,829, after that the results
of fcount are compared with ftable results.
Where f table is searched based on et al.
numerator = k and dk denominator = (n-k-1) =
35 -2 -1 =32, with an error rate used by the
researcher of 10%, with dk in the numerator 2,
and dk in the denominator 32, then we get
ftable value 3.29.

From the results of the f test, the
researcher knows that the fcount value is
56,829 > ftable 3.29. The results show that
fcount > ftable. Therefore, the results of the
ANOVA hypothesis can be accepted because
all independent (free) variables are eligible to
explain the dependent (bound) variable
analyzed by the researcher.

Hypothesis Test (t Test)

The t-test aims to determine the strength of
each independent variable on the dependent
variable. This research plan is to find out how
much influence market orientation and
knowledge management have on competitive
advantage in Craft MSMEs in Sukabumi
Regency.

To test the significant effect of variable X
on variable Y, the t-test formula according to
Sugiyono (2017) is as follows:

Where :

r = correlation coefficient value

n = number of samples

t =t count which will then be compared with t
table

The price of t is then compared with the
price of t table with df = n-1 then the conditions
are:

1. If teount > tranle then H_O is rejected and H1
is accepted.

2. If tcount < trable then H_0 is accepted and H1
is rejected.

Table 5. Market Orientation Test Results (X1)
Against Competitive Advantage (Y)
Coefficients?

Standar

Unstandardiz dized

ed Coeffici
Coefficients  ents t Sig.

Std.

Model B Error Beta
(Constant) -3.725 2.632 -1.415 .167
1 Market 319 157  .319 2.036 .050

___Orientation

35
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Knowledge .635 .166 .597 3.814 .001

Manageme

nt
a. Dependent Variable: Competitive Advantage
Source: Results of Questionnaire Data Processing,
2022

Based on the results of data analysis in
table 6, it can be said that the t-value of market
orientation towards competitive advantage is
2.036. then look for the ttable with a
significance level of 5% or 0.05, the t-table
value is 2.032. so it can be seen that the value
of tcount 2.036 > ttable 2.032 so it can be said
that there is an influence between market
orientation (x1) on competitive advantage (y).
This shows that the higher the market
orientation, the higher the competitive
advantage for Craft SMEs in Sukabumi
Regency. These results are in line with
research conducted by Papadas, et al., (2018);
Udriyah, et al., (2019); Pratono, et al., (2019)
and Na, et al., (2019) which state that there is
an influence of market orientation on
competitive advantage.

In the business world, competition is not
something new, in fact it is a consequence that
will certainly occur, both healthy and dirty
competition which justifies any means to bring
down business opponents. Therefore, as a
business person, you must be ready to handle
every possibility that will occur. So far, it can
be said that it is very responsive to each
competitor's actions and handles them with a
more humane approach and tends to choose
the peaceful way in order to build healthy
competition.

Table 6. Knowledge Management Test Results (X2)
Against Competitive Advantage (Y)
Coefficients?®

Stan
dardi
zed
Coef
Unstandardized ficie
Coefficients nts t Sig.
Std.
Model B Error  Beta
1 (Constant) -3.725  2.632 -1.415  .167
Market .319 157 .319 2.036 .050
Orientation
Knowledge .635 .166 .597 3.814 .001
Manageme

nt

a. Dependent Variable: Competitive Advantage

Source: Results of Questionnaire Data Processing,
2022

Based on the results of data analysis in
table 6, it can be said that the t-value of
knowledge management for competitive
advantage is 3.814. then look for the ttable
with a significance level of 5% or 0.05, the
ttable value is 3.814. so that it can be seen
that the value of tcount is 3.814 > ttable 2.032
so it can be said that there is an influence
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between knowledge management (x2) on
competitive advantage (y). This shows that the
higher the knowledge management, the higher
the competitive advantage of SMEs.These
results are in line with research conducted by
Sofani, et al., (2017); Muchta et al., (2018);
which states that there is an influence of
knowledge management on competitive

advantage.
One of the resources that can be
highlighted is knowledge resources.

Knowledge management is a strategy to
identify the knowledge possessed so that the
creation of a competitive advantage can
improve overall performance. Knowledge
management is the management of company
knowledge and intellectual assets that can
improve organizational performance
characteristics and add value by enabling a
company to act smarter. Knowledge
management is one of the management tools
that can be used to support the achievement of
organizational goals and demonstrate
competitive advantage so as to create good
organizational performance.

5. Conclusions & Suggestions

Based on the results of the research,
discussion and data analysis techniques
carried out by researchers regarding the
analysis of the influence of Market Orientation
and Knowledge Management on Competitive
Advantage (Case Study on Craft SMEs in
Sukabumi Regency). So the researchers can
take the following conclusions:

1. The effect of market orientation on

competitive advantage that occurs in
Craft SMEs in Sukabumi Regency
shows a positive and significant
influence. This is indicated by the
result that tcount is greater than ttable
with tcount 2.036 > traple 2.032.

2. The influence of knowledge
management on competitive
advantage that occurs in Craft SMEs
in Sukabumi Regency shows a
positive and significant influence. This
is indicated by the result that tcount is
greater than ttable with tcount 3.814 >
table 2.032.

Based on the conclusions above, the
research results are expected to be used as
study material and alternative references for
further researchers who are interested in
studying market orientation and knowledge
management towards competitive advantage.
However, this study still has various limitations,
such as the number of samples carried out in
this study was only 35 samples at Craft SMEs
in Sukabumi Regency. For this reason, the
researcher suggests to further researchers to
increase the number of samples by studying
other MSME sub-sectors.
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