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Abstract: 
To develop and test the Strategic Entrepreneurship Model of Input-Output Process on small 
businesses by engaging Knowledge Based Theory of the Firm and Creation Theory of 
Entrepreneurial Action. Creation Theory holds that opportunities and entrepreneurial actions 
are closely related to entrepreneurship knowledge management. Knowledge Based Theory 
indicates that the source of Competitive Advantage in a company is the Knowledge 
Management Capability. Knowledge Management in small businesses is one of the central 
themes of Third Generation Knowledge Management. The study was conducted with a 
quantitative approach. The population in this study was taken from garment retail in Bandung 
traditional market. Subsequently, the sampling was done by a random sampling technique and 
the data was processed with a Generalized Structured Component Analysis Program. The 
survey was also carried out on 99 small businesses in 8 garment traditional markets. 
The results show that Knowledge Management Infrastructure, Knowledge Management 
Process and Entrepreneurship Orientation are a strategic input in the process of building the 
capability of small businesses. Knowledge Management Process does not have a significant 
effect on the Organization Agility while the Entrepreneurship Orientation does give a 
significant effect on Organization Agility. This suggests that a knowledge which has been 
processed can not be directly converted into action, furthermore, Entrepreneurship Orientation 
plays an Important role as a mediating capability for Knowledge Management Capability with 
Organization Agility which acts as a representation of the entrepreneurial action. The trail in 
the construction of Organization Agility, Competitive Action and Competitive Advantage shows 
that the 3 constructions are able to explain the process of entrepreneurial action to achieve 
such a Competitive Advantage. On the other hand, the Entrepreneurship Orientation could not 
affect the Competitive Action and Competitive Advantage significantly. This indicates that the 
capabilities of small businesses can not be directly converted into output, which is for example, 
the Competitive Advantage. A Knowledge Management Capability-based Strategic 
Entrepreneurship is broadly supported the opinion of Knowledge Management Implementation 
and Competitive Advantage achievement by small businesses.  
Keywords: Strategic Entrepreneurship, Knowledge Management Capability, Entrepreneurship 
Action, Competitive Advantage, Small Business in Traditional Markets. 
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1. INTRODUCTION 
A company is currently in the Era of Knowledge Economy. Kelly (1998) and Coyle (1999) suggested 

that every company in the Era of Knowledge Economy will face different challenges in achieving a 
Competitive Advantage due to the business environment that is going through 
globalization, intangibility, and inter-connectivity. Teece (2012) proposed that company needs to build 
entrepreneurial action-based knowledge resources to achieve a Competitive Advantage in this current 
economic era. This suggestion is related to the current business environment that is uncertain and has a 
dynamic business competition, thus, traditional Competitive Advantage is increasingly less relevant because 
it is easily imitated by competitor. In accordance to that, experts such as Hamel and Prahalad (1994), Grant 
(1996), Tiwana (2002) argued that knowledge currently is about the organization's resources to achieve a 
Competitive Advantage that is hard to imitate. 

One new approach that focuses on Improving the competitiveness of business organizations when 
dealing with the dynamics of competition as stated above is by using a Strategic Entrepreneurship 
(Messeghem, 2003; Hitt et al., 2011; Teece, 2012, and Shirokova et al., 2013). Strategic Entrepreneurship 
is taking entrepreneurial action with strategic perspectives (Hitt et al., 2001 and Ireland et 
al., 2001). Strategic Entrepreneurship Practice is the entrepreneurship at organizational level that combines 
Entrepreneurship and Strategic Management which is also reflect two things such as opportunity seeking 
activities and advantage seeking activities (Ireland et al., 2003; Hitt et al., 2011; Fossand Lyngsie, 2012; and 
Hoglund, 2013). Therefore, Djordjevic (2013) and Bengesi and Le Roux (2014) believed that these two things 
are usually done by entrepreneurial companies such as Small and Medium Enterprises (SMEs) to create an 
unbalanced market condition(disequilibrium market). In these conditions, Competitive Advantage will be 
achieved because such capabilities are managed into Entrepreneurial Rent (Ferrier, 1999). 

The attention to traditional market SMEs in Indonesia is Important as a form of partiality on people’s 
economy. Generally, SMEs in traditional market faces two Important constraints to be concerned, namely, 
internal and external constraint. What is meant by internal constraint is the lack of resources, management, 
bargaining power, and legality, while external constraint means the challenge of competition as a result of 
globalization such as the competition with modern market, modern shopping centers, the price of 
merchandise that fluctuate in line with American dollar fluctuation, ASEAN-China Free Trade Area, and 
ASEAN Economic Community in 2016. Those obstacles become a concern for the government, business 
agents, and public towards SMEs survival in traditional market and the sustainability of traditional market 
itself. 

West Java Regional Government particularly in the field of trade has made GEMPITA program in 
order to deal with the situation; GEMPITA stands for Gerakan Mencintai Traditional markets or in English is 
described as Traditional Market Love Movement. The purpose of GEMPITA program is to protect Micro, Small 
and Medium Enterprises (SMEs) in traditional market of West Java province which are started to be dwindled 
and marginalized by the pressures of modern market, modern shopping center, as well as urbanized people's 
lifestyles. This regional regulation is realized by revitalizing 37 traditional markets in 25 districts/cities in 
West Java. 

Bandung is one of the cities that received attention for traditional market revitalization. Based on the 
data and information from the government, Pasar Bermatabat as government agency that manages 
traditional market in Bandung reports that Bandung has 40 traditional markets. However, the sustainability 
of these 40 traditional markets in Bandung is considered to be threatened by the competitive pressures of 
modern market. Even more, there are 3 traditional markets that can be said to be defunct or shut down such 
as Pagarsih market, Lingkar market, and Gatot Subroto market while the other traditional markets such as 
Kosambi market, Kiaracondong market, and Cicadas market is already seemed to be highly 
threatened. However, based on field observations, it is known that in this thight competition, SMEs in 
traditional markets which become the center of garment retail tend to have a better competitive position than 
the traditional market that are centered in selling vegetables, fruits, and other primary necessities. Likewise, 
during the economic crisis, the number of micro and small scale garment retailers in traditional markets is 
surprisingly increased like in Pasar Baru, Pasar Andir, and Pasar Gede Bage. Conversely, traditional market 
which sells vegetables, fruits, and other primary necessities tends to be down, for example, Kosambi Market, 
Cicadas Market, and Mohammad Ramdhan Market. This interesting phenomenon is interesting to be further 
investigated with regard to the support of Bandung government on the sustainability of traditional markets. 
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Garment traditional market in Bandung is well known as a trend setter and icon of fashion 
garment for the people around Bandung either domestic or foreign tourists. The competitiveness of this 
garment center in Bandung is relatively good in which this is an achievement of Competitive Advantage that 
is gained collectively and arose because of the growing competition. The fact shows that SMEs in traditional 
market is not only competing with other SMEs but also garment retail in modern shopping center. To support 
that, the data explains that garment retail in Bandung traditional markets competes well with about 73 
medium-scale enterprises of garment retail in which it uses an outlet store factory concept as well as with 
approximately 1,200 garment retails with the concept of distro (Panduan Wisata Kota Bandung, 2013). The 
competition that is highly competitive motivates small garment business in traditional market to have a 
Competitive Advantage. 

The increased competition of garment retail in Bandung is a picture of reality as presented by 
Schumpeter (in Grimm et al., 2006), he stated that a competition in entrepreneurial company is a perennial 
gale. That is, competition is a never ending phenomenon that will be faced 
by entrepreneurial company. Grimm et al. (2006) and Diugwu (2011) also said that the increasing number of 
company which offers similar goods and services to consumers will increase the competition rate; an 
increased competition will provide the advantage of creating an excellence of the company compared with its 
competitors or Competitive Advantage. Grimm et al. (2006) further explained when a competition is 
increased then the action and reaction in the competition will also be increased, thus, it requires a 
Competitive Advantage. On a dynamic condition, Competitive Advantage can be eroded along with an 
increased competition. Therefore, this requires a strategic entrepreneurship research in terms of the 
sustainability of competitive advantage in knowledge management capabilities-based company. 

 
2. STRATEGIC ENTREPRENEURSHIP 

Strategic Entrepreneurship is recognized by researchers asKuratko and Audresch (2009); Kyrgidou 
and Hughes (2010); Luke et al. (2011); Foss and Lyngsie (2012); Höglund et al. (2014) and Daryani and 
Tabrizinia (2015) as a new area of entrepreneurship research conducted by an organization. Strategic 
entrepreneurship positioned as a concept was initiated in early 2000 and has grown steadily since then (e.g 
Hitt et al., 2001, 2002; Kuratko and Audretsch, 2009; Kyrgidou and Hughes, 2010; Luke et al., 2011; Foss and 
Lyngsie, 2012). This concept is affected by strategic management and entrepreneurship in organizations(Hitt 
et al., 2001, 2002; Kuratko and Audretsch, 2009; Kyrgidou and Hughes, 2010; andHoglund et al., 2014). 
Hjorth (2004) emphasized that strategic entrepreneurship is a managerial form of entrepreneurship and its 
appeal for managers lies in a combination of economic and behaviorism in the company, promising speed, 
flexibility, and innovation. These are the aspects that are common in the literature of strategic 
entrepreneurship and applied in the practice of strategic entrepreneurship (Hitt et al., 2002; Irelandand 
Webb, 2007; Kuratko andAudresch, 2009; Luke et al., 2011; Höglund et al., 2014; and Daryani and Tabrizinia, 
2015).Both of these research areas have an attention to the performance aspects such as competitiveness, 
growth, and wealth creation (Hitt et al., 2001; Ireland, et al., 2003) but both also has a slightly different focus 
on strategic entrepreneurship. The study which was conducted by Hitt et al. (2001; 2002), Ireland et 
al. (2003), Ireland and Webb (2007), Kuratko (2007), and Kuratko and Audretch (2009) showed that 
strategic entrepreneurship is focused on how organizations could renew and make a change (adapt or 
become proactive) to take advantage of opportunities. By that, organizations are started to create wealth (i.e 
growth and profitability) by exploring opportunities in the internal or external environment, and then 
develop a competitive advantage to exploit these opportunities (Hitt et al., 2001).  Strategic entrepreneurship 
is a practice which acts as a key differentiator of organization's ability to compete in a market that is 
characterized by a rapid change and uncertainty (Hitt et al., 2001; Ireland and Webb, 2007; Kyrgidou and 
Hughes, 2010; Luke et al., 2011). Therefore, academics and practitioners argue that strategic 
entrepreneurship is very Important for practitioners and policy makers (Luke et al., 2011); both private 
organizations (Ireland and Webb, 2007; Kyrgidou and Hughes, 2010; Luke et al., 2011) as well as public 
organizations (Klein et al., 2013). 

 
 
 

 



International Journal of Management and Administrative Sciences (IJMAS) 
(ISSN: 2225-7225) 

Vol. 4, No. 06, (76-100) 
www.ijmas.org 

                                                                                            

 

 

Copyright ©Pakistan Society of Business and Management Research 

79 

3. COMPETITIVE ADVANTAGE IN SMEs 
The study on the achievement of Competitive Advantage by SMEs until this last decade is still a 

debate (for example, the study of Carson, 1985; McLaran and McGowan, 1999; O'Donnell et al. , 2002; and 
Nguyen, 2010). The quantity of the study is still less compared to the result of Competitive Advantage study 
on large companies (Nguyen, 2010). There are at least 2 pessimistic arguments that can explain the condition; 
first, the opinion of Jennings and Beaver (1997) which believed that a Competitive Advantage in SMEs often 
arise as a result of inadvertence due to a particular operating conditions in concern with the 
company. Second, referring to Carson (1985); McLaran and McGowan (1999) and O'Donnell et al. (2002) who 
found that the traditional Competitive Advantage is not entirely true for smaller companies because the 
traditional Competitive Advantage assumes the existence of economic scale, thereby, a Competitive 
Advantage on SMEs can not be applied due to the low economic scale. Economic scale allows large company 
to achieve an excellent competitive position. Large company is also supported with the ability to identify core 
skills, resources, and management in order to achieve a superior position. While on the other hand, this was 
already well known that small companies usually have the characteristics of lack of resources, facing 
uncertain market, and reactive on marketing. However, Nguyen (2010) suggested that Competitive 
Advantage on SMEs is unique advantage that distinguishes other similar SMEs so that it can be used as a way 
to win the competition. O'donnell et al. (2002) asserted that the Competitive Advantage of SMEs is essential 
to maintain competitive position and business continuity. 

The experts argued that competitive advantage in the knowledge area as well as the current dynamic, 
competitive business atmosphere would be achieved when organizations ran knowledge-based resources 
(Teece et al., 1997; NonakaandTakeuchi, 1995; Nahapiet and Ghoshal, 1998; GroverandDavenport, 2001; 
Jackson et al., 2003; Sharkie, 2003; Riahi-Belkaoui, 2003; Najmaei and Sadeghinejad, 2009; dan Nguyen, 
2010). Knowledge was different from conventional resource because the later was tangible, accessible, 
replicable and reduced in number because of consumption. Knowledge was suitable type of competitive 
advantage because it was unique, intangible, increases from time to time and could hardly be replicated by 
competitors (Teece, et al., 1997; dan Najmaei and Sadeghinejad, 2009). Knowledge is strategic resource to 
develop organizational capability so that an organization was able to run their business to gain competitive 
advantage (Teece, 2012). Saghali and Allahverdi (2011) had the same idea describing that knowledge had the 
strategic role in gaining competitive advantage. 
 

4. KNOWLEDGE MANAGEMENT CAPABILITY 
Knowledge management as a source of value creating capability in SMEs theoretically was the new 

mainstream in Strategic Management studies (Nguyen, 2010 and Anand and Singh, 2011). Based on the 
studies about the development of inter-generation Knowledge Management, Anand and Singh (2011) 
incorporated Knowledge Management theme in SMEs in the third generation category of Knowledge 
Management. It was empirically supported by some experts, such as Durst and Edvardsson (2012), who 
stated that knowledge management was pivotal for SMEs in order to manage collective intellectual assets 
they owned. The collective knowledge became resource to create value creating capability forSMEs in order 
to remain innovative, competitive, and long-lasting.Furthermore, Nguyen (2010) found out that SMEs 
managing knowledge as an organizational capability tended to be more proactive and able to adapt to 
environmental changes and competition. Consequently, the management of knowledge with strategic 
cooperation would become capability for small business organizations (James, 2004). Waddell and Stewart 
(2008), Werr et al. (2009), Zack et al. (2009) and Diugwu (2011) argued that competitive advantage on SMEs 
was essential because it was related to the ability of SMEs to strengthen their knowledge and proactive learn 
based on the demands from the external environment. 

Empirical studies in Strategic Management showed that the capability knowledge resource-based 
dynamic capability influenced Competitive Advantage. Sambamurthy et al. (2003) identified two Important 
processes in dynamic capabilities approach, namely Capability-building Process and Entreprneurial Action 
Process. Capability in Knowledge Management referred to a process. Involvement of the process of building 
capabilities was in line with Kraus et al. (2011)’s evaluation suggesting that strategic entrepreneurship 
should involve capability as resource in order to understand how company created value. 

Gold et al. (2001) stated that theoretically there were two duumvirate constructs that developed 
knowledge management capability, namely Knowledge Management Infrastructure and Knowledge 
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Management Process. Secondly, similar duumvirate construct worked for SMEs Knowledge Management 
capabilities(Nguyen, 2010).However concern and criticism from the SMEs Knowledge Management experts 
were the two constructs were frequently interpreted as a diminution of large-scale companies (Sparrow, 
2001). Sparrow (2001)’s criticism showed theoreticalgap in the studies about SMEs knowledge management 
capabilities. Related to the theoretical gap, experts like Egbu et al. (2005), Nunes et al. (2006), Desouza and 
Awazu (2006), Pillania (2008), and Durst and Edvardsson (2012) suggested that the study focusing on SMEs 
knowledge management portrayed the characteristics of the Infrastructure and Knowledge Management 
Process typical in SMEs, for example the fact that SMEs knowledge was tacit knowledge (Egbu et al., 2006), 
managed informally (Nunes et al., 2006), and knowledge could easily be spread and constantly challenged by 
limited resources. 

It was indicated that organizational agility had influence towards achievement of Competitive 
Advantage by the small garment retail business in the traditional markets in Bandung. It could be seen from 
the KM Ilications of the Asean China Free Trade Area (ACFTA) in 2010; since then the garment business in the 
traditional markets in Bandung became more competitive. In fact, ACFTA grew the small garment business in 
the traditional markets in Bandung. The number of the business kept increasing and encouraged the 
government of Bandung to build new traditional marketas the center for garment retails in Gede Bage and 
develop a more thematic traditional market, such as Pasar Baru, a market with traditional concept for foreign 
visitors. The phenomena showed that the small garment businesses in traditional markets in Bandung had 
capabilities to deal with internal problems and macro environment. 
 

5. THEORETICAL CONCEPT AND HYPOTHESIS 
Theoretical and empirical gap in construct that developed Knowledge Management capabilities had 

been mentioned and the limited studies on the construct forming MP-SMEs capability were the background 
and motivation for the researchers to conduct studies using the topic in the framework of the Strategic 
Entrepreneurship theory. Strategic Management experts like Vera and Crossan (2003), Chakravarthy et al. 
(2003), Singh et al. (2006), and Grimm et al. (2006) criticized thestudies that developed direct connection 
between organizational capabilities and competitive advantage. Although researchers like Raduan et al. 
(2009), Nguyen (2010) and Majeed (2011) found direct relationship between the Knowledge Management 
capabilities and Competitive Advantage, Vera and Crossan (2003), Singh et al. (2006), and Grimm et al. 
(2006) suggested them to be more careful. Chakravarthy et al. (2003) statedthere was possibility of negative 
relationship between the two constructs since the characteristics of SMESs was different from large-scale 
business. The study tried to analyze the theoretical gap using Hitt et al. (2011)’s KS input-process-output 
(IPO-KS) model. 

The IPO-KS model was the counter of the criticism by Vera and Crossan (2003), Chakravarthy et al. 
(2003), Singh et al. (2006), and Grimm et al. (2006) towards the studies that described direct connection 
between organizational capabilities and Competitive Advantage. The IPO-KS model developed by Hitt et al. 
(2011) was able to respond to the criticism. Based on the IPO-KS model, it was seen that Vera and Crossan 
(2003), Chakravarthy et al. (2003), Singh et al. (2006), and Grimm et al. (2006)’s criticism was relevant for 
capability as Strategic Entrepreneurship Input or organizational resource should undergo certain process and 
could not directly influence Competitive Advantage as the output of the Strategic Entrepreneurship. This 
rationalization was in line with Grimm et al. (2006) who stated that there are three aspects involved in the 
Competitive Advantage in Action Based Dynamic Model namely resources, action and Competitive Advantage. 
Furthermore, Sambamurthy et al. (2003) also identified two Important processes in dynamic capability, 
capability building process as input and entrepreneurial action process as process for achieving Competitive 
Advantage.  

Based on Sambamurthy et al. (2003) and Grimm et al. (2006)’s idea, the resource which became KS 
input was the capability building process. The process that developed capability in KBV was combination of 
two constructs, Knowledge Management Infrastructure and Knowledge Management Process. Gold et al. 
(2001) highlighted that Knowledge Management Infrastructure would not develop into capability without 
Knowledge Management Process. At this stage the entrepreneurial construct was added. It referred to the 
findings of Ferreira et al. (2011)’s study that Entrepreneurial Orientation was Important resource and 
capability for small businesses. Jantunen et al. (2005) in study about capabilityin SMEs found that 
entrepreneurial orientation reconfigured entrepreneurial capability of a company. 
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Entrepreneurial orientation was  is an Important construct in entrepreneurial studies (Rauch et al., 2009). 
Entrepreneurial studies on SMEs showed that the SMEs that survived competitive environment were ones 
adopting Entrepreneurial Orientation (Wiklund and Shepherd, 2003; Bouchard and Basso, 2011; Akbari and 
Baharestan, 2013). Wicklund and Shepherd (2003) also explained that studying SMEs in entrepreneurship 
studies could not be separated from the Entrepreneurial Orientation Enterprise in company level. Wiklund 
and Shepherd (2003) propositioned that companies with knowledge-based resources would have better 
competitive position if they had Entrepreneurial Orientation. It was consistent to Rauch et al. (2009) who 
stated that the Entrepreneurial Orientation of an organization represented practices that became the basis of 
entrepreneurial actions for creating Competitive Advantage. Entrepreneurial Orientation Constructwas thus 
seen as the entrepreneurial strategy-making processes used by the company to dynamically create 
Competitive Advantage. Therefore, it could be said that in the IPO-KS, Entrepreneurial Orientation 
determined willingness of a company to carry out Entrepreneurial Action (Grimm et al., 2006; Rauch et al., 
2009; Lee and Chu, 2011; Teece, 2012). Relationships between constructs maydevelop Entrepreneurial 
Action Process (Sambamurthy et al., 2003) and represented the term "resource orchestration" elaborated in 
Hitt et,al (2011)’s IPO-KS. Dynamically Grimm et al. (2006), Newbert (2008), and Teece (2012) for example, 
proposed that well-managed resources determined competitive position rather than managed statistically. 
Based on Sambamurthy, et al. (2003), Grimm et al. (2006), Newbert (2008), and Teece (2012), 
entrepreneurial act was a mediator converting knowledge management capability into Competitive 
Advantage. In conclusion, the entrepreneurial action clarified how resource orchestration concept IPO-KS 
conducted to turn capabilities into Competitive Advantage. 

Small businesses when dealing with complex market structure and turbulence demanded agility. It 
referred to attitude in dealing with environmental change that was accomplished by finding and maximizing 
opportunities in order to survive and grow. New perspective on dynamic capability according to Teece 
(2012) was not treating capability as routine static. Dynamic capabilitas became antecedent of 
Entrepreneurial Actions to achieve Competitive Advantage of a company. It was in line with the Creation 
Theory of Entrepreneurial Action (Alvarez and Barney, 2007) and Peteraf (1993) and Powell (2001)’s 
perspective that Competitive Advantage was the result of company’s ability to create Schumpeterian Rent. 
Teece (2012) also suggested reviewing the theory of dynamic capabilities. Teece (2012) stated that such 
competitive atmosphere like today, dynamic capability of entrepreneurial companies such as SMEs should 
involve Entrepreneurial Actions instead of developing routine. 

Related to the Entrepreneurial Actions, the studies related to Strategic Entrepreneurship found out 
that entrepreneurial actions was determined by willingness to create innovation, take risks and be proactive 
or in short, the sea were the aspects that developed the Entrepreneurial orientation construct (Wiklund and 
Shepherd, 2005; Fang et al., 2011; Acikdilli and Ayhan, 2013). Entrepreneurial Action was thus determined by 
the Entrepreneurial orientation. Sambamurthy et al. (2003)’s study on Information Technology and Strategic 
Management revealed that capability of an organization affecting its performance was mediated by 
Organizational agility and Competitive Action of the company. Conceptually, Sambamurthy et al. (2003) also 
stated that the Organizational Agility and Competitive Action were the two constructs developing the 
Entrepreneurial Action Process on SMEs. It was corroborated with Singh et al. (2006) who stated that in the 
context of Knowledge Management, Knowledge Management capabilities with performance conceptually did 
not have direct relationship. Singh et al. (2006) suggested that the relationship between the Knowledge 
Management capabilities and organizational performance was mediated by the Organizational Agility and 
Competitive Action. 

Singh et al. (2006)’s idea gave new direction to Knowledge Management outcome, Organizational 
Agility and Competitive actions. Chi et al. (2012) argued that the Competitive Action construct was the 
missing link in the studies about Competitive Advantage of a company. Singh et al. (2006), then also 
suggested the KMIortance of involving Entrepreneurial orientation construct in the model related to the 
relationship between Knowledge Management capabilities and relative relative performance of the 
organization. Empirically, Singh et al. (2006)’s idea was in line with Sambamurthy (2003), Chen (2004), and 
Stambaugh (2011) that the relationship between the capabilities and the Competitive Advantage was 
mediated by the concept of Entrepreneurial Action Process. Based on the entrepreneurship, Strategic 
Management, and Strategic Entrepreneurship literatures, it was found out that the relationship between the 
knowledge management infrastructure, knowledge management construct, Entrepreneurial orientation, 
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organizational agility, and Competitive action constructs as the representationsof Capacity Building Process 
and Entrepreneurial Action Process to achieve Competitive Advantage was relationship between new 
constructs that had yet been analyzed extensively and thus, needed further investigation. 

Based on the conceptual framework and the previous models of the Competitive Advantage concepts, 
the conceptual framework of the study adopted Hitt et al., (2011)’s input-process-output strategic 
entrepreneurship model. Furthermore, the relationship between constructs that illustrated MP capability-
based KS conceptual construct, as described in Picture 1, was developed.The model development involved 
Knowledge-Based Theory of the Firm from the strategic management perspective and Creation Theory of 
Entrepreneurial Action from the perspective of entrepreneurship.The Creation Theory stated that 
opportunity and entrepreneurial action was created instead of discovered and that were closely related to 
entrepreneur knowledge management.The theory was the basis to involve the Knowledge-Based Theory in 
developing the input-process-output strategic entrepreneurship model. The Knowledge-Based Theory 
declared that the source of the competitive advantage of a company was knowledge management capability. 
The knowledge management capabilitywas developed by the Knowledge Management Infrastructure and 
Knowledge ManagementProcess constructs. Entrepreneurial orientationin entrepreneurship was also known 
as capability so that the model involved capacity building input and process; Organizational Agility and 
Competitive Action were the constructs involved in entrepreneurial actions and Competitive Advantage 
construct as the output. Based on the elaboration, the hypotheses were: 
H1: Knowledge management infrastructurehad significant influence towards knowledge management 

process 
H2: Knowledge management infrastructure had significant influence towards entrepreneurial orientation 
H3: Knowledge management infrastructure had significant influence towards organizational agility 
H4: Knowledge management process had significant influence towards entrepreneurial orientation 
H5: Knowledge management process had significant influence towards organizational agility 
H6: Entrepreneurial orientation had significant influence towards organizational agility 
H7: Entrepreneurial orientation had significant influence towards competitive action 
H8: Entrepreneurial orientation had significant influence towards competitive advantage 
H9: Organizational agility had significant influence towards competitive action 
H10: Organizational agility had significant influence towards competitive advantage 
H11: Competitive action had significant influence towards competitive advantage 
 

Based on the theoretical and practical KMIlication, Figure 1 represented the framework and 
hypotheses of the study. 
 
Figure 1. Hypothesis Model 
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6. METHODOLOGY 
Research Design 
The study was explanatory research explaining causal relationship between variables thorugh hypothesis-
testing (Singarimbun andEffendi, 1989). The purpose of the study was to analyze and describe the following 
variables, KMI, KMP, OK, AO, AK dan CA. The General Structural Component Analysis (GCSA) was selected for 
the data analysis. The technique was more suitable one compared to SEM(Structural Equation Model) or PLS 
(Partial Least Square) (Hwang et al., 2004; and Solimun, 2012). 
 
Setting of the Study 
The setting was the traditional markets that become garment retail centers in Bandung, West Java, They were 
selected as the setting of the study due to the following considerations: 
 The study supported GEMPITA orGerakan Mencintai Traditional marketspromoted by the 

government of West Java. The program was established based on the 2009 Decree of West Java 
Government number 2. The purpose of GEMPITA was to provide protection for SMEs in the 
traditional markets in West Java because the number was decreasing.The agenda was revitalization 
of the traditional markets in West Java. 

 Bandung was the primary target of GEMPITA. Dinas Pasar of Bandung andPD. Pasar Bermartabatas 
the ones responsable for the traditional market that the traditional market had stopped their 
business activities and a lot more would stop their business activities in a short time. It happened 
because of cfierce competition with the modern retails, rapid growth of the modern retails and urban 
lifestyle. 

 Bandung had traditional markets famous for their garments. The traditional markets became the 
center for garment retail and it was assumed that these markets had stronger abilities to survive 
compared to the traditional markets that sold vegetables and raw food. The popularity of the 
garment retail made Bandung one of the icons for garment retail in Indonesia. 

 The 2016 AFTA was the challenge for the traditional markets. Previous studies showed that the 
Asean Cina Free Trade Area (ACFTA) started in 2010 had positive influence for the garment retails in 
the traditional market in Bandung; it created room for the SMEs to grow. It is expected that similar 
thing would happen in KEA 2015.  

 
Population and Sample 

The population of the study was SMEs with the following characetristics namely (1) garment retail 
SMEs, (2) not producing their own garment, (3) located in the traditional garment retail center in Bandung, 
(4) had 1 to 4 employees, and (5) had between 50 and 500 million rupiahs as their assets. Based on the 
targeted populations, the researchers used the recapitulation of the competitive commodity from the 
traditional markets as the reference reported by PD. Pasar Bermartabatas institution responsable for 
maintaining the traditional market in Bandung between 2012 and 2013. Based on the data, based on 40 
running traditional markets in Bandung, 7 was established as the center for garment retails in Bandung. They 
are Pasar Baru, Pasar Andir, Pasar Ujung Berung, Pasar Cicadas, Pasar Gede Bage, Pasar Karapitan, andPasar 
Mohammad Toha. There were 8,650 SMEs in the markets. Random sampling technique was used in order that 
all of the SMEs had equal opportunity to become the samples of the study. The Slovin was used to decide the 
number of samples. Based on the data, the total number of the SMEs was 8,650 (N=8,650). The level of 
confidence was 90% and d=0.1. The result showed that n = 98.85 or round up to 99. Therefore, the total 
number of respondents was 99 respondents and Table 4.2 described the formula to determine the 99 
respondents of the study in detail.  
 
Scale of Measurement 
The questionnaire used the 5-point Likert scale and was adapted from the literatures that matched the study. 
The concept of knowledge management infrastructure in SMEs in the study adopted Wong (2005) and 
Valmohammadi (2010); the concept of knowledge management process in SMEs was adopted from Chen 
andHuang (2009).The concept of entrepreneurial orientationwas adopted from Lumpkin andDess (1996); the 
organizational agilitywas adopted from Sambhamurthy et al. (2003); the competitive actionconcept was 
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adopted from Young et al.(1996) as cited in Chen et al. (2002), and finally the concept of competitive 
advantage was developed based on Newbert (2008). 
 

7. FINDINGS 
Table 1 described the general characteristics of the garment business located in the traditional 

market in Bandung. 
 
Table 1. Respondent Profile based on SMEs Demographic 
 

No Characteristics Description 
Distribution 

Frequency Percentage 
1 Location Pasar Baru 41 41.41% 

Pasar Andir 20 20.21% 
Pasar Ujung Berung 5 5.05% 
Pasar Cicadas 11 11.11% 
Pasar Gede Bage 12 12.12% 
Pasar Karapitan 4 4.04% 
Pasar Mohammad Toha 6 6.06% 

Total 99 100% 
2 Status Family Business 37 37.38% 

Non Family Business 62 62.62% 
Total 99 100% 

3 Length of establishment 2-5 years 48 48.49% 

6-9 years 22 22.22% 
10-13 years 18 18.18% 
14-17 years 5 5.05% 
More than 18 years 6 6.06% 

Total 99 100% 
 

Table 2 described the characteristics of the apparel SMEs owners in the traditional market in 
Bandung based on the owner’s demographic. 
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Table 2. Profile of the Garment Business Owners 

No Characteristics Description Distribution 

Frequency Percentage 

1 Sex Male 62 62.63% 

Female 37 37.37% 

Total 99 100% 

2 Owner’s Origin Bandung 30 30.30% 

Outsider 69 69.70% 

Total 99 100% 

3 Owner’s Background of 
Education 

Did not go to school 1 1.01% 

Elementary School 3 3.03% 

Junior High School 11 11.11% 

Senior High School/ Vocational 
School 

60 60.60% 

Three-year diploma program 7 7.07% 

University 17 17.18% 

Total 99 100% 

4 Age 21-30 24 24.24% 

31-40 39 39.40% 

41-50 27 27.27% 

51-60 5 5.05% 

61-70 4 4.04% 

Total 99 100% 

5 Former Occupation Employee 26 26.26% 

Unemployee 40 40.40% 

Entrepreneur (other than 
garment business) 

23 23.23% 

Garment business staff and 
entrepreneurs 

10 10.11% 

Total 99 100% 

 
Table 3 described the characteristics of the cloting sold in the traditional markets in Bandung. 
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Table 3. The Characteristics of the Garment 

No Characteristics Description Total Percentage 

1 Products based on sex 
 

Male 11 11.12% 

Female 34 34.34% 

Male and Female 54 54.54% 

Total 99 100% 

2 Products based on age Toddler (0-5 years old) 1 1.01% 

Children (6-12 years old) 0 0 

Teenager (13-17 years old) 1 1.01% 

Adult (18 years and above) 44 44.44% 

Toddler and Children 1 1.01% 

Children and Teenager 3 3.03% 

Teenager and Adult 23 23.23% 

All of the above 26 26.27% 

Total 99 100% 

3 Specific or non specific 
products 
 

Spesific products 66 66.66% 

Non-specific products 33 33.34% 

Total 99 100% 

 
The GSCA statistical analysis involved three models of evaluation, outer model, inner model, and 

overall model of evaluation. The outer model evaluated validity and reliability of the research instrument. 
The inner model evaluation analyzed the correlation between constructs and the level of significance while 
the overall model was means of evaluation using FIT and AFIT. FIT described the total endogenous construct 
variance elaborated by the entire model. On the other hand, AFIT showed which model was the most suitable 
one. The following section described each of the evaluation models.  

 
Outer Model 

The measurement model(Appendix 1) showed that the AVE scores of the indicators was higher than 
0.60, and the loading of all of the items in the reflective variables, NP, KP, and RP, was positive and higher than 
0.6. On the other hand, the CR (Critical Ratio) of all of the items in the formative variables was > 2.00.The 
reliability testing using the Cronbach’s Alpha and the AVE score showed that all latent variables were valid.  
The criteria were as follow: when the Cronbach’s Alpha (CA) was higher than or equaled to 0.6 and AVE score 
was higher than or equaled to 0.50, the variable was considered reliable. Recommended AVE score was 
higher than 0.5 which means 50% or more of the variance from the indicators can be explained (Fornell and 
Larcker, 1981), as cited in Latan (2013). AVE score or discriminant reliability score of all indicators in each of 
the latent variables was higher than 0.60. In addition, CA score of all indicators in each of the latent variables 
was higher than 0.50.  
 
Inner Model 

The section described the structural model evaluation. Inner model evaluation analyzed the coefficient 
line of the exogenous to endogenous construct as well as the level of significance. Table 4was the output of 
the inner model evaluation when the level of significance was 0.05, or 95% reliability. 
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Table4. Structural Model Evaluation Results 

No 
Path Coefficients 

   Estimate  SE  CR  

1 MP Infrastructure -> MP Process 0.419  0.076  5.51* 

2 MP Infrastructure->Entrepreneurial Orientation  0.266  0.093  2.87* 

3 MP Infrastructure->Organizational Agility 0.259  0.115  2.25* 

4 MP Process-> Entrepreneurial Orientation 0.288  0.098  2.95* 

5 MP Process-> Organizational Agility 0.152  0.109  1.4  

6 Entrepreneurial Orientation-> Organizational Agility 0.315  0.083  3.79* 

7 Entrepreneurial Orientation-> Competitive Action 0.157  0.123  1.28  

8 Entrepreneurial Orientation-> Competitive Advantage 0.135  0.119  1.13  

9 Organizational Agility-> Competitive Action 0.382  0.100  3.83* 

10 Organizational Agility-> Competitive Advantage 0.267  0.114  2.33* 

11 Competitive Action->Competitive Advantage 0.322  0.097  3.31* 

CR* = significant at .05 level 
 
Overall Goodness of Fit 

The overall goodness of fit model consisted of FIT, AFIT, GFI and SRMR tests. The result of the 
Goodness of Fit evaluation was described in Table 5.23.The FIT score showed the total variance from all of 
the constructs to be explained using certain model. The FIT score was between 0 and 1. Based on Table5, the 
FIT score was 0.517, or the model was able to explain 0.517 of the phenomenon. It meant the model was able 
to explain 51.7% competitive advantage of the garment SMEs in the traditional market by involving the 
knowledge management infrastructure, Knowledge management process, entrepreneurial orientation, 
organizational agility, dan competitive action as the constructs. The remaining 48.3% were explained using 
other constructs. 

 
Table5. Structural Model Evaluation Results  

Fit Model  

FIT  0.517  

AFIT  0.506  

GFI  0.996  

SRMR  0.090  

NPAR  100 

 
8. DISCUSSIONS 

The small business KS model in the study was the development of Hitt et al. (2011)’ssecond KS 
model. Hitt et al. (2011) developed the second KS model to respond Kyrgidou and Hughes (2010) criticism 
which stated that the first KS models developed by Ireland et al. (2003) did not have what it took to capture 
all of the Strategic Entrepreneurship's gestalt. The criticism was based on the latest evidence indicating that 
KS was currently more dynamic than when its early conceptualization (Chiles et al., 2007). Hitt et al. (2011) 
then designed the second model called the Input-Process-Output KS (IPO-KS) model. Each constructs was put 
into input, process and output categories. It is expected that the category met the Gestalt Principles, namely 
proximity, similarity, continuity of direction, common fate, past experience, and Prägnanz. 

The model in the study was the IPO-KS model within KBV perspective. The testing towards the model 
showed that small business KS was able to describe the dynamics that represented opportunity seeking 
behavior and advantage seeking behavior pretty well. The small business KS within KBV perspective was 
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designed to describe CA achievement CA predicted by company's ability to manage its knowledge resource as 
organizational capability. Such considerations became the basis for determining the input that was capability 
building process (Sambamurthy et al., 2003), in this case the capability refrerred to MP capability or 
correlation between the KMI with KMP. The test that evaluated the correlation between constructs showed 
that KMI had significant influence towards KMP. 

According to Hitt et al. (2011), KS process was the entrepreneurial actions that are used to protect 
and exploit current resources while simultaneously exploring for new resources with value creating 
potential. KS process as entrepreneurial action may refer to Sambamurthy et al. (2003)’s idea about the 
definition of entrepreneurial action that was the creative combinations of agility and entrepreneurial 
alertness for the launch of competitive actions. Based on the explanation, the constructs involved in the KS 
process in the model was OK, AO, and AK. OK was involved in the model since OK entrepreneurial studies 
represented entrepreneurial alertness (Sambamurthy et al., 2003). The testing showed that KMP did not have 
direct influence towards AO. It showed the central role of OK in converting capability into strategic action to 
achieve CA. It was in line with LumpkinandDess (1996) and Wiklund and Shepherd (2003) that OK referred 
to “the strategy making processes that provide organizations with a basis for entrepreneurial actions”.  

The last part was output. The focus in the last part was CA. The overall model was KS to achieve CA in 
the small businesses within the KBV perspective. There were three constructs designed to have direct 
correlation with CA, namely AO, AK, and OK. The test results showed OKdid not have significant influence 
towards CA. It was evidence for the opinion criticizing the direct correlation between OK and organizational 
performance needed further investigation (Rauch et al., 2004). Furthermore,AKwas stronger predictor than 
AO. The finding was in line with Grimm et al. (2006)’s competitive dynamic. Based on theconsideration, it was 
found out that the garment retail SMEs in the traditional markets had use OK to explore and exploit the 
entrepreneurial opportunities. AKwas not determined by willingness of the company but its ability to explore 
and exploit the opportunities. Goodness of Fit testing result showed that the model was overall good fit, and 
acceptable to support the optimistic opinion about MP-SMESImplementation. The result also showed that MP 
capability in the SMEs located in traditional markets context was potential strategic resource to manage and 
develop to run entrepreneurial action in order to achieve competitive advantage. 

Based on the evaluation of the small business KS model, the findings of the study were as follow: 
 Hitt et al. (2011)’s Input-Process-Output KS model was designed based on the Resource-based View 

perspective. However, the study showed that such model could be developed based on KBV perspective. 
The model, overall, showed that the MP capability-based IPO-KS model in SMEs was relevant and crucial. 
It was in line with Wong and Aspinwall (2005) who stated that MP in the context of SMEs is crucial topic 
for analysis as the need for MP-SMEs studies was driven by two complementing perspective. The first 
was "Pull" perspective. In the IPO-KS model, the perspective explained the potential benefit of MP 
capability that was crucial for SMEs internal group of interest especially to improve OK indicators which 
referred to SMEs ability for innovation, being proactive, taking risks, being aggressive and autonomous in 
SMEs management. The second was “Push” perspective. The perspective explained that MP was 
instrumental for SMEs in order to deal with external or environmental pressure such as business 
competition, globalozation and pressure from the large-scale business that adopted knowledge based 
organizations well. 

 The model of Entrepreneurial Action had previously been developed by Sambamurthy et al.(2003); Grim 
et al. (2006), Singh et al.(2006) and Hitt et al. (2011) developing direct correlation between resource and 
action. The KS model in the study showed the central role of OK in converting capability into 
entrepreneurial action.   

 Based on management strategic perspective, the study was MP-SMEs study specific to garment retail 
SMEs in traditional markets. Analysis towards MP in SMEs studies showed that the previous studies were 
conducted to multi-business SMEs or heterogenous SMEs as the samples and traditional markets were 
not the setting. Empirically, the study was the evidence that MP capability was strategic resource the 
garment retail SMEs in the traditional markets in Bandung could use to achieve CA. 

 Based on the entrepreneurship perspective, the study discussed MP as OK antecendent. In the previous 
OK model, MP was the predictor of OK, a relative proposition that had yet been analyzed empirically. 
Thus, the model developed in the study was new finding as the empirical evidence of MP capability in 
SMEs as the antecedent of OK. 
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 Entrepreneurial orientation was strategic construct for SMEs to carry out their business. The evaluation 
of the model showed that the garment retail SMEs in the traditional markets had used their OK. 
Competitive action was not determined by the large-scale business; instead, it was determined by the 
willingness of a company because it had understood how to exploit and explore opportunities provided 
by the market. 

 Organizational agility was the consequence of entrepreneurial orientation. The models in OK and AO 
studies were usually developed direct correlation between OK and CA or performance of a company or 
AO and CA or the performance of a company. The study found out the correlation of OK was positive but it 
did not have significant influence towards CA, and AO was the consequence of OK. It developed a new 
theory and corroborated to the criticsm that stated there was direct correlation between OK and CA. 

 Organizational agility had direct influence towards competitive advantage, as well as indirect influence 
towards competitive action-mediated competitive advantage. The finding developed a new theory since 
the correlation between AO and AK within the context of entrepreneurial-action process such as the 
Sambhamurty et al. (2003)’s model or Grimm et al. (2006)’s competitive dynamic had yet been tested. 

 
9. IMPLICATIONS OF THE STUDY 

Theoretical Implications 
The contribution of the study to the body of knowledge was elaborated as follow: 

 The study was in line to the third generation of MP theory where MP was the relevant 
implementation for SMEs. The previous generation thought that MP was irrelevant implementation 
for SMEs due to lack of infrastructure and resource, owner-centered resource and knowledge or 
undocumented knowledge. The findings of the desertation showed the MP in the SMEs located in the 
traditional markets had sistinctive characteristics. The distinctice characteristics were as follow: 

 Knowledge management issues in SMEs may be overcome when SMEs was located in the same place 
or traditional market in this case. Such condition led to the ability of MP to develop social capital for 
the SMEs in the traditional markets. Traditional market in the context was a community for garment 
retail SMEs that formed social bonding as learning community. In oractice, the garment retail SMEs in 
the traditional market in Bandung was a community facilitating the process of knowledge 
acquisition, sharing and application. 

 The idea that stated that MP infrastructure in small business was relatively low was inaccurate. The 
desertation showed that it was not related to the level of the MP infrastructure; instead what 
mattered was whether it matched or did not match. For example, ICT experts frequently were 
pessimistic with the implementation of MP-SMEs and ICT infrastructure; in fact, the implementation 
ran smoothly. The reason was the current ICT infrastructure that supported the garment retail SMEs 
nowadays was a match and affordable. In the context of garment retail SMEs, the suitable leadership 
was providing role model because the owners were the key driver in the implementation of MP.  

 The conservative MP theory stated that high dependence towards human resource contributed to 
SMEs inability to protect knowledge. Owner was not the sole source for knowledge for SMEs. Another 
source was their infrastructure. Infrastructure became the source of knowledge because of its role as 
the artifact or memory of an organization. 

 The study contributed to testing relevant constructs with MP implementation in the context of small 
business. MP experts criticized large-scale company forced MP for SMEs. Thus, the researchers used 
MP in the context of small business.  

 The basic characteristic of KBV was company used 'inside out' perspective to gain competitive 
advantage. It meant competitive advantage was derived within the company and its knowledge. 
Besides that, the study had contribution in the development of KBV theory in the context of SMEs 
where MP capability could not directly be converted into competitive advantage. The findings of the 
study confirmed the conceptual model as the resource of the SMEs was in the form of MP capability, 
with the influence towards competitive advantage mediated by the constructs that developed 
entrepreneurial action process, namely entrepreneurial orientation, organizational agility, and 
competitive action. 

 The study gave new insights for the studies related to entrepreneurship. First, MP capability had 
positive and significant influence towards OK. Second, the most of the previous OK studies revealed 
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that OK had direct influence towards CA, while the study revealed OK had indirect influence towards 
CA. It contributed to the entrepreneurial orientation theory since it enriched antecedent and 
consequence of OK. 

 AO and AK were generally found in the studies related to information system and technology. The 
findings of the study had contribution to develop AO theories within the context of SMEs in 
traditional markets. The findings showed that AO within the context of garment retail SMEs in 
traditional markets was determined not only by technology but also MP and OK capabilities. 

 The study supported the idea that AK was the missing link in the studies about CA. Based on the 
findings, it was revealed that AK had significant influence towards CA.  

 
Practical implication 
 Based on business administration perspective, the study had practical implication in three levels of 
SMEs. The practical implication was as follow: 
 The mediating role of entrepreneurial orientation-organizational agility-competitive action as 

entrepreneurial action was significant finding. The constructs gave contribution towards the 
knowledge management process dan knowledge management infrastructure in achieveing 
competitive advantage for the garment retail SMEs in the traditional markets. 

 Level of corporate strategy. The management of company’s knowledge-based competitive advantage 
gave new insights for SMEs entrepreneurs. The new approach in strategic organization introduced 
innovative ways of thinking about intellectual capital in SMEs. It may assist SMEs in enhancing their 
competitiveness and competitive position, being independent from financial resource donor, and 
improve AO. Such thinking had implication in need for determining new indicator of success for SMEs 
that treasured the strategic value of knowledge, rather than relying solely on financial success. 

 Level of coprorate culture. Corporate culture was essential in the implementation of MP-SMES. 
Corporate culture was knowledge or memory of organization. The memory was imprinted in 
knowledge-sharing habit. Hence, challenge for SMEs was to develop culture that was accustomed of 
sharing knowledge. Face-to-face, transparent and genuine knowledge-sharing activities were 
detrimental for SMEs to develop intelectual capital. 

 Level of corporate system. CA in knowledge-based SMEs required strategy so that acquisition, 
sharing and implementation of knowledge ran effectively. It implied that SMEs owners should 
develop information system planned strategically. Furthermore, standardized custom was needed 
for SMEs in relation to the MP-SMES conducted informally. Documenting process and procedure 
facilitated management’s understanding towards and ability to evaluate the information system. As 
the consequence, it was better to develop a simple, adaptive and flexible system of information. 

 
1. SUGGESTIONS 

Suggestion for Future Researchers 
Based on the findings of the study, some suggestions for future entrepreneurial studies are as follow: 

 Further studies should involve KMI, KMP, and OK as the constructs that develop capability of an 
organization. Besides that, they should involve, AO and AK as the instrumental constructs in 
entrepreneurial action process in order to achieve CA in SMES; 

 Future researchers should conduct longitudinal studies in order to get comprehensive information from 
time to time about the Strategic Entrepreneurship constructs being observed; 

 Future studies may develop the IPO-KS model and add other constructs, external environment and how 
long a company has been operating, as moderating construct to achieve CA in SMES 

 Future researchers may select the food and beverage industry in Bandung because of its significant 
growth as the population of SMES. Besides that, another topic for analysis the discrepancy with MP 
capability in SMES in the traditional markets that become the center for vegetable and food sellers. 

 
10. CONCLUSION 

The findings of the study show that MP capability is instrumental in IPO-KS to achieve the 
competitive advantage of the SMEs. Even though, knowledge management in the SMEs is not formally 
maintained and as the effect, relies heavily on the role of the owners, the MP in the context of SMEs involves 
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the KMI, KMP, and OK constructs where all three of them have strategic role in developing the Capability 
Building Process. Capability that has been developed is the resource for SMEs entrepreneurial actions.In 
general, organizations are run by entrepreneurs who havethorough knowledge about industrial sectors, 
marketshare, and customers. The information is a good substitution for the MP managed formally in the 
large-scale company. Hence, the findings of this dissertation suggest that SMEs should use knowledge as 
commodity and the basis to carry out their business in order to have good competitive advantage.   
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Output GSCA 
 
Measurement Model 
---------------------------------------------------------------------------------------------- 

Variable  Loading  Weight  SMC  

   Estimate  SE  CR  
Estima

te  
SE  CR  

Estima
te  

SE  CR  

   

MP_Infrastructure AVE = 0.527, Alpha =0.915  

KMI1  0.689  0.047  14.65* 0.109  0.016  6.79* 0.474  0.065  7.3* 

KMI2  0.718  0.040  17.8* 0.117  0.015  7.59* 0.516  0.057  9.02* 

KMI3  0.694  0.053  13.13* 0.093  0.016  5.94* 0.481  0.072  6.67* 

KMI4  0.597  0.075  8.01* 0.083  0.016  5.17* 0.356  0.087  4.07* 

KMI5  0.795  0.031  25.7* 0.130  0.024  5.34* 0.632  0.049  12.96* 

KMI6  0.776  0.034  23.01* 0.116  0.027  4.23* 0.602  0.051  11.74* 

KMI7  0.760  0.039  19.7* 0.125  0.023  5.49* 0.577  0.057  10.1* 

KMI8  0.654  0.080  8.17* 0.100  0.030  3.39* 0.428  0.102  4.21* 

KMI9  0.663  0.077  8.62* 0.113  0.026  4.43* 0.439  0.099  4.45* 

KMI10  0.777  0.045  17.26* 0.152  0.028  5.44* 0.603  0.068  8.9* 

KMI11  0.786  0.040  19.44* 0.124  0.032  3.84* 0.618  0.062  9.98* 

KMI12  0.775  0.045  17.11* 0.107  0.022  4.79* 0.600  0.068  8.78* 

   

MP_Process AVE = 0.556, Alpha =0.882  

KMP1  0.823  0.035  23.42* 0.205  0.026  7.77* 0.677  0.057  11.81* 

KMP2  0.653  0.088  7.43* 0.129  0.028  4.55* 0.426  0.110  3.89* 

KMP3  0.717  0.075  9.5* 0.167  0.024  6.84* 0.514  0.106  4.86* 

KMP4  0.706  0.060  11.78* 0.147  0.024  6.14* 0.499  0.083  5.98* 

KMP5  0.680  0.056  12.1* 0.171  0.022  7.62* 0.462  0.075  6.14* 

KMP6  0.776  0.044  17.58* 0.182  0.022  8.46* 0.603  0.068  8.89* 

KMP7  0.790  0.041  19.1* 0.180  0.023  8.02* 0.625  0.064  9.83* 

KMP8  0.801  0.038  21.32* 0.154  0.025  6.11* 0.642  0.059  10.81* 

   

Entrepreneurship_ 
Orientation 

AVE = 0.580, Alpha =0.879  

OK1  0.787  0.055  14.39* 0.158  0.030  5.27* 0.620  0.082  7.54* 

OK2  0.752  0.054  13.94* 0.213  0.031  6.8* 0.566  0.078  7.21* 

OK3  0.735  0.057  12.98* 0.150  0.031  4.87* 0.540  0.081  6.66* 

OK4  0.714  0.053  13.53* 0.207  0.026  8.11* 0.509  0.075  6.79* 

OK5  0.749  0.064  11.73* 0.203  0.027  7.4* 0.561  0.091  6.15* 

OK6  0.772  0.053  14.45* 0.192  0.023  8.22* 0.596  0.078  7.6* 

OK7  0.819  0.030  27.22* 0.191  0.027  7.13* 0.671  0.049  13.78* 

 
 

Organization_Agility AVE = 0.531, Alpha =0.887  

AO1  0.728  0.055  13.32* 0.171  0.019  9.09* 0.530  0.078  6.76* 

AO2  0.760  0.043  17.83* 0.161  0.021  7.63* 0.578  0.064  8.98* 
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AO3  0.599  0.087  6.91* 0.119  0.024  4.95* 0.359  0.100  3.6* 

AO4  0.727  0.041  17.85* 0.151  0.018  8.3* 0.529  0.059  9.01* 

AO5  0.564  0.082  6.9* 0.110  0.019  5.68* 0.318  0.089  3.59* 

AO6  0.805  0.039  20.47* 0.155  0.020  7.76* 0.647  0.062  10.36* 

AO7  0.761  0.041  18.72* 0.161  0.020  7.99* 0.580  0.061  9.51* 

AO8  0.774  0.047  16.36* 0.188  0.023  8.33* 0.600  0.072  8.29* 

AO9  0.801  0.034  23.22* 0.145  0.019  7.47* 0.641  0.055  11.69* 

   

Competitive_Action AVE = 0.628, Alpha =0.702  

AK1  0.783  0.047  16.53* 0.409  0.038  10.77* 0.614  0.072  8.49* 

AK2  0.865  0.023  38.15* 0.481  0.051  9.46* 0.749  0.039  19.16* 

AK3  0.721  0.091  7.89* 0.365  0.049  7.4* 0.520  0.124  4.21* 

   

Competitive_Excellence AVE = 0.595, Alpha =0.863  

CA1  0.745  0.051  14.66* 0.190  0.029  6.45* 0.555  0.075  7.41* 

CA2  0.774  0.034  22.59* 0.198  0.026  7.61* 0.600  0.053  11.32* 

CA3  0.833  0.031  27.26* 0.236  0.028  8.46* 0.694  0.050  13.86* 

CA4  0.826  0.035  23.77* 0.240  0.026  9.21* 0.683  0.056  12.12* 

CA5  0.740  0.038  19.23* 0.229  0.020  11.25* 0.547  0.056  9.74* 

CA6  0.701  0.066  10.66* 0.201  0.023  8.62* 0.491  0.088  5.57* 

CR* = significant at .05 level 
---------------------------------------------------------------------------------------------- 
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Structural Model 

Path Coefficients  

   Estimate  SE  CR  

MP_Infrastructure->MP_Process 0.419  0.076  5.51* 

MP_Infrastructure->Entrepreneurship_ Orientation 0.266  0.093  2.87* 

MP_Infrastructure-> Organization_Agility 0.259  0.115  2.25* 

MP_Process->Entrepreneurship_ Orientation 0.288  0.098  2.95* 

MP_Process->Organization_Agility 0.152  0.109  1.4  

Entrepreneurship_ Orientation->Organization_Agility 0.315  0.083  3.79* 

Entrepreneurship_ Orientation-> Competitive_Action 0.157  0.123  1.28  

Entrepreneurship_ Orientation-> Excellence_Competitive 0.135  0.119  1.13  

Organization_Agility-> Competitive_Action 0.382  0.100  3.83* 

Organization_Agility->Competitive_Excellence 0.267  0.114  2.33* 

Competitive_Action->Competitive_Excellence 0.322  0.097  3.31* 

CR* = significant at .05 level 
----------------------------------------------------------------------------------------------  
 

R square of Latent Variable  

MP_INFRASTRUCTURE 0  

MP_PROCESS 0.175  

ENTREPRENEURSHIP_ ORIENTATION 0.218  

ORGANIZATION_AGILITY 0.324  

COMPETITIVE_ACTION 0.228  

COMPETITIVE_EXCELLENCE 0.336  

 
 

 

Means Scores of Latent Variables  

MP_INFRASTRUCTURE 3.960  

MP_PROCESS 3.880  

ENTREPRENEURSHIP_ ORIENTATION 3.933  

ORGANIZATION_AGILITY 3.864  

COMPETITIVE_ACTION 3.808  

COMPETITIVE_EXCELLENCE 3.970  
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Correlations of Latent Variables (SE)  

   
MP_Infrastr

ucture 
MP_Proces

s 
Entrepreneurship

_ Orientation 
Organizatio

n_Agility 
Aksi 

Kompetitif 
Keunggulan 
Kompetitif 

MP_Infrastructure 1  
0.419 

(0.076)* 
0.387  

(0.075)* 
0.444 

(0.091)* 
0.120  

(0.095)  
0.303  

(0.082)* 

MP_Process 
0.419  

(0.076)* 
1  

0.399  
(0.080)* 

0.386 
(0.074)* 

0.197 
(0.085)* 

0.283  
(0.092)* 

Entrepreneurship_ 
Orientation 

0.387  
(0.075)* 

0.399 
(0.080)* 

1  
0.476 

(0.079)* 
0.339 

(0.110)* 
0.371  

(0.101)* 

Organization_Agility 
0.444  

(0.091)* 
0.386 

(0.074)* 
0.476  

(0.079)* 
1  

0.457 
(0.078)* 

0.478  
(0.083)* 

Competitive_Action 
0.120  

(0.095)  
0.197 

(0.085)* 
0.339  

(0.110)* 
0.457 

(0.078)* 
1  

0.490  
(0.076)* 

Competitive_Excellenc
e 

0.303  
(0.082)* 

0.283 
(0.092)* 

0.371  
(0.101)* 

0.478 
(0.083)* 

0.490 
(0.076)* 

1  

* significant at .05 level  

 


