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Abstract. The competitiveness development on a business is inevitable, including in small and 

medium enterprises (SMEs). Competitiveness catalyse chances and triggers threats either 

coming from inside or outside a corporation, which will significantly influence the stability of 

the business. Therefore, each SME owners have to create a competitive advantage. This 

research concentrates on establishing a competitive advantage of SMEs on particularly crispy 

palm oil mushroom enterprises in Riau province. The aim of this research is to allow the SME 

owners to create a competitive advantage. Data were collected through observation, interview, 

and questionnaire collected from the owners. The purposive sample was taken based on a 

criterion that the business has been running for 5 years. There were 225 samples taken. Data 

were analysed by using path analysis. The research result shows that the crispy palm oil 

mushroom SMEs must be able to increase marketing performance in order to create a 

competitive advantage. Besides, owners should further improve entrepreneurial skills, be 

market-oriented, faster in adopting technology, and expand potential business partners. 
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1.  Introduction 

The small and medium enterprises (SMEs) have positive influence in developing countries like 

Indonesia for its main characteristic, which is labor intensive business [1]. They can be found almost 

in all locations especially in rural areas, depending on the local raw materials as well as major supplier 

of stock and facilities of primary needs for low-income community [2, 3].  The small and medium 

enterprises’ contribution towards Indonesia gross domestic product which increased from 57.85% to 

60.34% in the last five years. Of the whole businesses in Indonesia, SMEs have 99.99% proportion or 

equals to 56.54 million enterprises in number [4]. In Europe, 99% of business are SMEs [5]. It also 

exists in New Zealand where 99% of the companies are SMEs [6]. In Riau, from 278 thousand 

businesses, 98.66% are small and medium sizes, and only 1.34% are medium and large scale 

enterprises. Every year, SMEs rise on 5-10 percent [7]. However, their growth must always be 

encouraged to speed up the welfare of society and develop regional economy, because the success of 

SMEs has a direct influence towards economic development especially in developing countries  [8, 9, 

10, 11]. 

A small and medium enterprise of crispy palm oil mushroom is one of SMEs in Riau province. 

This enterprise takes local raw materials as its production ingredients; mushroom growing on empty 

bunches of palm oil. Data noted that Riau is the largest province producing palm oil in Indonesia [12]. 
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The production of fresh fruit bunches of 1.792.481 tons in 2000 increased to 8.721.148 tons in 2017. 

This escalation causes an increase of waste of palm oil empty bunches that can be used as a medium to 

grow mushroom. This is a potential for the crispy palm oil mushroom enterprises to improve its 

production by taking advantage of mushroom growing on the empty bunches. 

Apart from its possibility to increase the production, crispy palm oil mushroom enterprises have to 

maintain its business stability and enhance trade performance by establishing a competitive advantage. 

The competitive advantage can be possessed only if the SMEs offer qualified products with cheaper 

price compared to competitors, provide excellent services, have unique characteristics, and difficult to 

be duplicated by others [13]. The enterprises must also do an investment regarding to innovation to 

gain product distinction over other competitors. This competitive advantage sources mostly from 

various activities such as products designing, making process, marketing, and distributing. 

Based on the researcher’s observation, the competitive advantage of that crispy palm oil mushroom 

enterprises are still low. Most of the owners have not yet implemented new innovated technology 

especially in product packaging. This possibly happens due to lack of business network and ability to 

get information, incapable of adapting to the cutting-edge technology, and not yet pro-active in 

exploiting market opportunities. For those reasons, the owners must design the products as unique as 

possible to outperform the competitors. 

A lot of researchers have studied the failure and success of SMEs in gaining the competitive 

advantage. The main determining keys of SMEs in achieving its distinction in Jamaica are the 

capability to develop an irreplaceable product and flexibility in adopting advanced technology [14]. To 

reiterate, the company must continuously innovate to obtain competitive advantage in the market. A 

SME should possess entrepreneurial orientation of such quality as proactive, flexible, aggressive, and 

dare to take risks [15]. In Iran found that marketing skill has a significant impact to competitive 

advantage [16]. Thus, it is an obligatory for SMEs to have market orientation. Other than that, 

business partners could help establishing a competitive advantage [17]. 

This research, however, is different from some others conducted previously for it particularly 

focuses on crispy palm oil mushroom enterprises in Riau province with marketing performance as its 

intervening variable. Marketing performance as an intervening variable is used because a SME is 

expected to gain competitive advantage through selling growth, customers, and profit. From this 

research result, activities and attempts to increase competitive advantage for regional government and 

the crispy palm oil mushroom enterprises can be discovered. As the competitive advantage is 

improved, the local economy is also expected to get better and that positive image about local 

commodity in Riau province is developed. 

2.  Theoretical Framework 

2.1.  Competitive Advantage 

Competitive advantage is the customers’ perspective towards product and services as the highest 

qualitative value as nobody can offer similar products or services (unique) [18, 19]. If duplicated, it 

will be charged higher, like knowhow cost, installment fee, or having a license or patent protection. 

Competitive advantage is also a beneficial strategy for cooperated companies to compete effectively 

within the same market place. Competitive advantage is expected to be able to assist in gaining profits, 

increasing market share and customers’ satisfaction as well as helping the business maintenance [20].  

 

2.2.   Marketing Performance 

Marketing performance is a process of providing the best services to consumers to gain profits [21]. If 

the consumers are satisfied, they will usually re-purchase the products and help to endorse the 

products’ finest features to others. Marketing performance is measured from the purchased units (the 

increased of sales volume), consumers’ development, and profits. The better the marketing 

performance of a company, the easier it is to gain a competitive advantage [22]. 

 

2.3.  Entrepreneurial Orientation 
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Entrepreneurial orientation can influence competitive advantage of a company [23]. Entrepreneurial 

orientation is a preference to strive to be the first in market product innovation, take risks, and 

proactive in outclassing competitors. Entrepreneurial orientation has a positive impact to competitive 

advantage [24]. Nevertheless, that entrepreneurial orientation has no significant impact towards 

competitive advantage [25]. Yet, it tends to have positive implication for marketing performance [23, 

25, 26, 27]. There is a correlation between entrepreneurship orientation variable, innovation, and new 

entry and this correlation is called triadic connect [28]. Entrepreneurship and innovation are two 

concepts which are regularly correlated to a firm performance increase as a source of competitive 

advantage [29, 30, 31, 32, 33]. 

 

2.4.  Market Orientation 

Market orientation also has a positive effect towards competitive advantage of a business [23], yet 

does not have any correlation to business performance [34]. Competitive advantage as a supporting 

system of marketing performance increase can be reached through market-oriented business [22]. 

Market-oriented is a fundamental standpoint for a company corresponding to an increase of global 

competition and changes in consumer needs; therefore, it is necessary for a corporation to keep 

updating market news and information [35]. Market orientation is as well deemed as business culture 

where an organization commits to creatively create superior value for consumers and yield superior 

performance for the corporation itself so that eventually may lead to an improve of competitive 

advantage [31]. 

 

2.5.  Technology Adoption 

Technology has a central role for the successfulness of SMEs and is positively correlated to business 

steadiness [36]. The delay of a SME in adopting advanced technology is influenced by several factors 

such as human resources capacity, financing, marketing, government support, and competitive 

advantage [37, 38, 39]. Further, several other things like ability to gain and absorp information, ability 

to approve and operate the latest technology, rapidness in adjusting the new technology, capability to 

modify possessed technology, and capacity to respond changes in quality or consumers’ style based on 

the technology are observed to gauge the level of technology adoption [40]. Facing global competition 

and international trading requires technology adoption to achieve marketing performance and 

competitive advantage [41]. The production cycle can also be cut by implementing certain technology 

and this may lead to greater business profits [42]. 

 

2.6.  Business Partner 

A good relationship with business partner brings particular impact to competitive advantage of a 

corporation [43]. A well developed business partner could improve business performance [31]. The 

number of resources availability is the main problem faced by a SME pioneering its new business 

[44]. Encountering business associates or partners which are agreeable to business requirements could 

create a competitive advantage [17, 43]. The associates could also mediate resources acquisition 

strategy for product innovation of the competitive advantage [31, 45]. 

3.  Research Methodology 

This survey research was conducted in Siak, Pelalawan and Kampar regencies, Riau province, 

Indonesia. These regencies were selected beacause these are the areas where many crispy palm oil 

mushroom enterprises exist. Purposive sampling method was done to those people having run the 

business for at least 5 years. There were 225 samples in total. 

Primary data necessary for the research were questions and statements related to research variables. 

Meanwhile, secondary data were gained from the Department of Industry and Trade, Department of 

Plantation, and Central Bureau of Statistics. The research variables measurement is based on the 

respondents’ perception towards the whole variable indicators constructed on the model. Data were 

analysed with path sub-structure 1 and 2 analyses by using SPSS software, version 21.  
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4.  Result and Discussion 

Prior to data path sub-structure analyses 1 and 2 are conducted, average score for each research 

variable is measured as shown in Table 1 Table 1 shows marketing performance has high criteria 

average value as 9.80. The total was calculated from the selling growth level, the number of consumer, 

and profits development. Most of the palm oil crispy mushroom business have undergone an increase 

in terms of trading, consumers and profits development each year. Marketing performance is a factor 

commonly employed to assess impacts of the strategy implemented by a company for it is related to an 

attempt of understanding, creating, communicating, and presenting value to consumers.  

Competitive advantage is at an average level with 7.70 mean. This crispy palm oil mushroom 

SMEs indeed has its own characteristics; the product is made from mushroom growing on the palm 

tree bunches. Nonetheless, its marketing is still limited to school cafetaria, small stores, merchants, or 

directly delivered to consumers based on their orders. Additionally, the packaging is also simple and 

less-attractive. Type of plastic used to wrap the product is polyethilen (PE). When this type of plastic 

used to package oily products, the grease may leak from the wrap and will stick to the product. 

 

Table 1. Average score of research variable 

No. Variable Mean Category  

1 Competitive advantage 7.70 Moderate 

2 Marketing Performance  9.80 High 

3 Entrepreneurial Orientation 10.10 High 

4 Market Orientation 9.70 High  

5 Technology Adoption 9.80 Moderate 

6 Business Partner 10.40 Moderate 

 

The result of path analysis is portrayed in Table 2. Table 2 shows that entrepreneurial orientation, 

market orientation, technology adoption, business partner, and marketing performance have either 

direct or indirect significant influence to competitive advantage. Market orientation has the most 

significant direct impact towards marketing performance for 0.768. Meanwhile, the mean for business 

partner is straightforwardly influencing competitive advantage is only 0.557. Implicitly, market 

orientation is having the biggest effect to competitive advantage is 0.365. Market orientation in this 

research is at the high level with 9.70 mean. This means that the crispy palm oil mushroom enterprises 

mostly has set market-oriented principle in running the business. The packaging has been in line with 

the cutomers’ requests. Furthermore, it is believed that the traders have known their competitors 

precisely, so they always attempt to create a different product. 

From Table 2, the equation of sub-structure 1 and 2 are arranged as follow: 

Sub-structure 1: Y1 = 0.360X1+0.768X2+0.255X3+0.308X4+e1 

Sub-structure 2: Y2 = 0.327X1 + 0.475Y1+0.557X4+e2 

 

Table 2. The Results of hypothesis test 

No. Hypothesis 
Path 

Coefficient 

P-

Value 
Note 

H1 Entrepreneurial Orientation 

Marketing Performance 

0.360 0.000 Significant 

H2 Market Orientation  

Marketing Performance 

0.768 0.000 Significant 

H3 Technology adoption 

Marketing Performance 

0.255 0.000 Significant 

H4 Business Partner  Marketing 

Performance 

0.308 0.000 Significant 
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H5 Entrepreneurial Orientation 

Competitive advantage 

0.372 0.000 Significant 

H6 Business Partner Competitive 

advantage 

0.557 0.000 Significant 

H7 Marketing Performance  

Competitive advantage 

0.475 0.000 Significant 

H8 Entrepreneurial Orientation  

Marketing Performance  

Competitive advantage 

0.171 0.000 Significant 

Mediation 

H9 Market Orientation  

Marketing Performance  

Competitive advantage 

0.365 0.000 Significant 

Mediation 

H10 Technology adoption  

Marketing Performance  

Competitive advantage 

0.052 0.000 Significant 

Mediation 

H11 Business Partner  Marketing 

Performance  Competitive 

advantage 

0.265 0.000 Significant 

Mediation 

This research found that market orientation and business partner are the two most influencing 

factors to marketing performance and competitive advantage. The least affecting aspect is technology 

adoption. Facing worldwide competitive trade requires advanced technology. Production cycle can be 

shortened to apply technology so that it may be more profitable for the company [42]. The research 

result describes that technology adoption variable score is at a moderate level with mean 9.8. This 

indicates that the sellers have been able to obtain information related to new technology either from 

social media or local government. Nevertheless, it is an unfortunate that they have not yet capable to 

implement that sophisticated technology due to budget restriction and lack of ability. The delay of 

SMEs owners in adopting technology is influenced by some factors such as human resources 

limitation, capital, marketing issue, and government support [37, 38, 39]. In fact, technology could 

also be used in promoting the product online, which has become a trend nowadays. Hence, it is normal 

for a business that does not well use the technology will take longer period to develop. Thus, in order 

to create competitive advantage, the crispy palm oil mushroom SMEs must enhance its technology use 

by developing the human resources competency of both owner and workers. It also needs to add the 

capital access to resolve the issue regarding to the expensive cost of technology adoption. Technology 

has a central role for the successfulness of SMEs and is positively correlated to business steadiness 

[36]. Facing global competition and international trading requires technology adoption to achieve 

marketing performance and competitive advantage [41].  

5.  Conclusion  

Competitive advantage is realized when a business performance exceeds its competitors. Competitive 

advantage is gained by seeking different aspects which will be more valued by the consumers and 

cannot be easily duplicated by the other competitors. For that reason, cost reduction in product or 

service supplying and continuous improvement towards value given to consumer are necessary. In 

addition, the government is expected to support the crispy palm oil mushroom SMEs, not only as a 

technology provider but also as a a party running a training and guidance in using the technology. 

Lastly, the government is also expected to facilitate capitalization or financing for SMEs to solve the 

technology cost issue. 

Acknowledgement 

The authors would like to express a deep gratitude to the Ministry of Research, Technology and 

Higher Education for the funding provided through the PSN-I research grant in 2018. 



 

 

 

 

 

 

6 

 

References 

[1] Jamali D, Lund-Thomsen P, Jeppesen S 2017 SMEs and CSR in Developing Countries Bus. 

Soc. 56 11 

[2] Suci YR, Rahmini Y 2017 Perkembangan UMKM (Usaha Mikro, Kecil dan Menengah) di 

Indonesia Jurnal Ilmiah Cano Ekonomos 6 51 

[3] Bogatyreva K, Beliaeva T, Shirokova G, Puffer SM  2017 As Different as Chalk and Cheese? 

The Relationship Between Entrepreneurial Orientation and SMEs’ Growth: Evidence from 

Russia and Finland J. East-West Bus 23 337 

[4] Bank Indonesia 2017 Profil Bisnis Usaha Mikro, Kecil, dan Menegah (UMKM) (Jakarta: 

Kerjasama Lembaga Pengembangan Perbankan Indonesia dengan Bank Indonesia) 

[5] Jansson J, Nilsson J, Modig F and  Hed Vall G 2017 Commitment to Sustainability in Small and 

Medium‐Sized Enterprises: The Influence of Strategic Orientations and Management Values 

Business Strategy and the Environment 26 69 

[6] Darush Yazdanfar, Peter Öhman  2018  Growth and job creation at the firm level: Swedish SME 

data Management Research Review 41 345https://doi.org/10.1108/MRR-03-2017-0093 

[7] Indonesian Central Bureau of Statistics 2017 Economic Census of 2016 Jakarta 

[8] Jamali D, Lund-Thomsen P, Jeppesen S 2017 SMEs and CSR in Developing Countries. Bus. 

Soc. 56 22 

[9] Puppim de Oliveira JA, Jabbour CJC 2017 Environmental Management, Climate Change, CSR, 

and Governance in Clusters of Small Firms in Developing Countries: Toward an Integrated 

Analytical Framework Bus. Soc. 56 130 

[10] Dvouletý,O 2017 Can policy makers count with positive impact of entrepreneurship on 

economic development of the Czech regions? Journal of Entrepreneurship in Emerging 

Economies 9 286 

[11] Ferreira JJ, Fayolle A, Fernandes C, Raposo M  2017  Effects of Schumpeterian and Kirznerian 

entrepreneurship on economic growth: panel data evidence Entrepreneurship and Regional 

Development 29 27 

[12] Directorate General of Plantation 2017 Plantation Statistics Indonesia Palm Oil Commodities 

2013-2015 Jakarta 

[13] Aziz NNA and Samad S 2016 Innovation and Competitive Advantage: Moderating Effects of 

Firm Age in Foods Manufacturing SMEs in Malaysi, Procedia Economics and Finance 35 

256 

[14] Chevers D, Spencer A 2017 Customer satisfaction in Jamaican hotels through the use of 

information and communication technology Worldw Hosp Tour Themes 9 85 

[15] Salisu Y, Julienti L, Bakar A 2018 Technological collaboration, technological capability and 

smes product innovation performance J. Manag. Res. Rev. 8 2249 

[16] Mousavi SM and Gayem A 2016 The Effect of Marketing Capabilities on Export Performance 

with Mediation Role of Competitive Advantage (Case Study: Garist and Trade ompany of 

Khuzestan County) Intl. J. Humanities and Cultural Studies 2016 2622 

[17] Tsou HT, Colin C.JC and Yu HH 2015 Selecting Business Partner for Service Delivery Co-

Innovation and Competitive Advantage Management Decision 53 2107 

[18] Mohapatra S, Patra D 2017  Retaining competitive advantage in commodities. Emerald Emerg. 

Mark Case Stud. 7 25 

[19] Mao H, Liu S, Zhang J, Deng Z 2016 Information technology resource, knowledge management 

capability, and competitive advantage: The moderating role of resource commitment. 

International Journal of Information Management 36 1062 

[20] Haenlein M, Verhoef PC, Donkers B, Peng J, Quan J, Zhang S, et al 2016 Customer 

Relationship Management: Concept, Strategy, and Tools International Journal of Research 

in Marketing) 77 379 

[21] Pinho JC, Prange C 2016 The effect of social networks and dynamic internationalization 

capabilities on international performance J World Bus 51 403 



 

 

 

 

 

 

7 

 

[22] Davcik NS, Sharma P 2016 Marketing resources, performance, and competitive advantage: A 

review and future research directions J. Bus. Res. 69 547 

[23] Setyawatiand Abrilia H 2016 Pengaruh Orientasi Kewirausahaan dan Orientasi Pasar terhadap 

Kinerja Perusahaan melalui Keunggulan Bersaing dan Persepsi Ketidakpastian Lingkungan 

sebagai Prediksi Variabel Moderasi (Survey pada UMKM Perdagangan di Kabupaten 

KebumenJ.  Fokus Bisnis12 20 

[24] Helia R 2015 Pengaruh Orientasi Pasar dan Orientasi Kewirausahaan terhadap Keunggulan 

Bersaing melalui Inovasi Produk sebagai Variabel Antara (Studi Kasus pada IKM Batik di 

Kampung Batik Laweyan, Solo) J. Social and Political of Science 4 1 

[25] Djoko P 2013 Pengaruh Sumber Daya dan Kapabilitas Perusahaan terhadap Orientasi 

Kewirausahaan, Inovasi Produk, Keunggulan Bersaing dan Kinerja Bisnis (Studi pada Usaha 

Mikro Batik di Pulau Madura Provinsi Jawa Timur Disertasi Program Doktor Ilmu 

Administrasi Bisnis Universitas Brawijaya Malang 

[26] Shan P, Song M, Ju X 2016 Entrepreneurial Orientation and Performance: Is innovation Speed 

A Missing Link? J. Bus. Res. 69 683 

[27] Kilenthong P, Hultman CM and Hills GE 2016 Entrepreneurial Orientation as the Determinant 

of Entrepreneurial Marketing Behaviors J. Small Business Strategy 26 1 

[28] Ndubisi 2014 Entrepreneurship and Service Innovation J. Business & Industrial Marketing 29 

449 

[29] Kocak A, Carsrud A, Oflazoglu S 2017 Market,Eentrepreneurial, and Technology Orientations: 

Impact on Innovation and Firm Performance Manag Decis. 55 248 

[30] Bouncken RB, Plüschke BD, Pesch R, Kraus S 2016  Entrepreneurial orientation in vertical 

alliances: joint product innovation and learning from allies Rev. Manag. Sci. 10 409 

[31] Kaleka A, Morgan NA 2017 Which Competitive Advantage(s)? Competitive Advantage–

Market Performance Relationships in International Markets J Int Mark 25 49  

[32] García-Villaverde PM, Rodrigo-Alarcón J, Parra-Requena G, Ruiz-Ortega MJ 2018 

Technological dynamism and entrepreneurial orientation: The heterogeneous effects of 

social capital J. Bus. Res. 83 64 

[33] Engelen A, Schmidt S and Buchsteiner M 2015 The Simultaneous Influence of National Culture 

and Market Turbulence on Entrepreneurial Orientation: A nine-Country Stud J. International 

Management 21 18 

[34] Jaaffar AR, Baharom N, Zaini AFA, Ahmed S 2017 The Interaction Effect of Entrepreneurial 

Orientation on the Relationship Between Innovation and SME Performance Int J Econ Res. 

14 371 

[35] Zhai YM, Sun WQ, Tsai SB, Wang Z, Zhao Y, Chen Q 2018 An empirical study on 

entrepreneurial orientation, absorptive capacity, and SMEs’ innovation performance: A 

sustainable perspective Sustainability 10 2 

[36] John M. Nicholas, Herman Steyn 2017 Project Management for Engineering, Business and 

Technology 5th Edition Vol.1 (London Taylor & Francis) p 720 

[37] Majumdar JP, Murali Manohar B 2016 Why Indian manufacturing SMEs are still reluctant in 

adopting total quality management. Int. J. Product Qual. Manag. 17 35  

[38] Mohammed F, Ibrahim O, Ithnin N 2016  Factors influencing cloud computing adoption for e-

government implementation in developing countries: Instrument development J. Syst. Inf. 

Technol. 18 297 

[39] Kebede KY, Mitsufuji T 2017 Technological innovation system building for diffusion of 

renewable energy technology: A case of solar PV systems in Ethiopia Technol. Forecast. 

Soc. Change 114 242 

[40] Ahuja R, Jain M, Sawhney A, Arif M 2016 Adoption of BIM by architectural firms in India: 

technology–organization–environment perspective Archit. Eng. Des. Manag. 12 311 

[41] Cavusgil ST and Knight G 2015 The Born Global Firm: An Entrepreneurial and Capabilities 

Perspective on Early and Rapid Internationalization J. International Business Studies, 46 3 

https://www.researchgate.net/journal/0047-2506_Journal_of_International_Business_Studies


 

 

 

 

 

 

8 

 

[42] Linton G, Kask J 2017  Configurations of entrepreneurial orientation and competitive strategy 

for high performance J. Bus. Res. 70 168 

[43] Kaur V, Mehta V. Dynamic Capabilities for Competitive Advantage 2017 Paradigm 21 51  

[44] Gunasekaran A, Subramanian N, Papadopoulos T 2017 Information technology for competitive 

advantage within logistics and supply chains: A review Transp. Res. Part. E Logist. Transp. 

Rev. 99 14 

[45] Lussier SHR 2016 Why Businesses Succeed or Fail:  A Study on Small Businesses in Pakistan. 

J. Entrepreneurship in Emerging Economies 8 82 

 

 

 


