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PREFACE

Today’s competitive landscape has expanded to the global horizon. Open market among countries
and collaborations among companies in different countries are becoming common. To deal with the
new landscape, innovation in many areas such as product, process, technology, business model, and
management isa must. Innovation was typically created through a collaborative action among
employees inside a company. Nowadays the collaborative action or partnership expands externally
to reach other companies, customers, or even, competitors, locally or globally.

In this dynamic economic environment where knowledge is vastly distributed, companies can no
longer rely on their own research and are pushed to utilize outside sources to sustain growth. This
understanding inspires the theme of IICIES 2015, Venture Creation and Development in the
Borderless World. Creating a business environment where all stakeholders can share
knowledge, collaborate, operate and spread on a global canvas is a vision we would like to share.
With a purpose to generate and share knowledge in supporting innovation, entrepreneurship, and
small businesses, the Indonesia International Conference on Innovation, Entrepreneurship, and
Small Business (IICIES) was initiated in 2009 by the Center for Innovation, Entrepreneurship, and
Leadership (CIEL), School of Business and Management (SBM), Institut Teknologi Bandung
(ITB). Throughout the years, we constantly challenge ourselves to learn, study, and create local
knowledge with a global mindset and to promote the development of new entrepreneurs and small
businesses. This conference provides the platform for Indonesian and international scholars to
present their research on this vital subject network as well as to collaborate.

Held in flower city of Bandung, on 4-6 August 2015, the 7th IICIES has attracted more than 250
abstract submissions; all of which were reviewed and 97 accepted papers will be presented. Topics
are ranging from entrepreneurship, creativity, innovation, management of technology, managing
small business and start-up, leadership, entrepreneurial marketing and entrepreneurial finance. At
least 200 researchers and participants from esteemed universities in Indonesia and more than fifteen
other countries were attending the conference.Selected papers are published in 3 SCOPUS indexed
journals: International Journal of Business (1JB), Journal of Business Innovation Research (JBIR),
and International Journal of Business and Society (IJBS). Furthermore, we also have a special
collaboration with Asian Journal of Technology Management (AJTM). Continuing previous
conference publication, we are also proud to present you the IICIES 2015 Proceeding by CIEL
SBM ITB.

In this occasion, we are honored to thank all contributors to the conference including all authors,
reviewers, speakers and program facilitators, participants, and sponsors. This proceeding is
expected to be the dissemination tools of our fruitful meeting, thus, we would highly encourage you
also to take part in spreading the words.

Dwi Larso, Ph.D
Conference Chair

vi



vi



TABLE OF CONTENT

Scientific Committee
Organizing Committee
Paper Reviewer
Preface

Table of Content

CREATIVITY AND INNOVATION

The Effect of Entrepreneurial Orientation on Business Performance Moderated by
Innovation Creativity (Study on Trusmi Batik SMEs in Cirebon, West Java,
Indonesia)

Tita Borshalina

Widyatama University, Bandung, Indonesia

Scenario Planning for PT. Telko Selulerindo
Arum Nugroho, Yos Sunitiyoso
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

How to Improve Creative Thought and Innovative Action for Organizational
Transformation?

Ratri Wahyuningtyas, Ernie Tisnawati Sule

Universitas Padjadjaran, Bandung, Indonesia

Creative Industry in the Small and Medium Enterprises: Craft Product
Development Strategy and Opportunities

Qorri Aina, Wardah Naili Ulfah

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Are leather Craft Creative Industry SME’s Ready as an Innovation Cluster in West
Java Region, Indonesia? Quadruple Helix Innovation Theory Approach

Sudrajati Ratnaningtyas, Wawan Dhewanto, Sri Herliana

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

MANAGEMENT OF TECHNOLOGY

Conflict Resolution Analysis Using Graph Model for Conflict Resolution (GMCR)
Approach (A Case Study in Conflict and Cooperation Agreement between IDT and
IDMT)

Chintya Faradita Putri, Dini Turipanam Alamanda

Telkom Economics and Business School, Telkom University, Bandung, Indonesia

Augmented Reality and Its Future as Industry

Vi
viii

19

29

37

51

58



Halimatus Sa’dyah, Fardani A. Damastuti, Citra D. Murdaningtyas, Artiarini K.
Nurindiyani, Novita Astin
Politeknik Elektronika Negeri Surabaya, Surabaya, Indonesia

ENTREPRENEURSHIP

Analyzing the Five Basic Concepts of Groups. Case Study: ITB Innovators Move
Intania Amanda Larasaty, Donald Crestofel Lantu
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Analyze of Students Motivation toward Entrepreneurship (Case Study on the
Last Semester of Business Administration Students at Politeknik Negeri Sriwijaya)
M. Yusuf, RD. Kusumanto

Politeknik Negeri Sriwijaya, Palembang, Indonesia

Entrepreneurial Orientation in the Organization (Case PT XY2Z)
Faishal Akbar Ilham, Isti Raafaldini
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Using Theory of Planned Behavior in Predicting Entrepreneurial Career Intention
Mery Citra Sondari, Popy Rufaidah, Sutisna, Sri Djatnika
Universitas Padjadjaran, Bandung, Indonesia

The Effect of Entrepreneurial Education on Entrepreneurial Intentions

Altaf Hussain, Norashidah Hashim

Co-operative and Entrepreneurship Development Institute (CEDI), University Utara
Malaysia, Malaysia

Entrepreneur Standardization of MSEs in Bandung City, Indonesia
Yuyus Suryana Sudarma, Budi Harsanto, Wardhana, Mokhamad Anwar
Universitas Padjadjaran, Bandung, Indonesia

Lean Manufacturing Implementation on Small Medium Enterprise
Anthony Wijaya
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Business Model Canvas for Social Enterprise
Annisa R. Qastharin
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Research Gap of Entrepreneurship, Innovation, Economic Development, Business
Incubators Studies in Indonesia

Lina Gozali, Maslin Masrom, Andrew J. Nelson

School Tarumanegara University, Jakarta, Indonesia

University Teknologi Malaysia, Kuala Lumpur, Malaysia

University of Oregon, Oregon, USA

Stimulating Technology-Based Start-Ups: Entrepreneurship Initiatives by
University
i

66

75

80

89

97

103

108

116

126

134



Noorlizawati Abd Rahim, Zainai B. Mohamed, Astuty Amrin
Razak School of Engineering & Advanced Technology, Malaysia
University Teknologi Malaysia, Kuala Lumpur, Malaysia

Corporate Social Responsibility and Competitive Advantage: Does it work?
Nur Faliza, Yanita

Banda Aceh, Indonesia

Lhokesumawe, Indonesia

Appropriate Business Model for Indonesian Mobile Games Industry
Daniel Adrian Simanjuntak, Nicko Indra Bashkara, Ridhan Fadhlir Rahman
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Entrepreneur's Role in Encouraging the Development of Rural Communities
Sri Herliana, Wawan Dhewanto, Nur Lawiyah
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Stakeholder Analysis of Batik Solo Industrial Cluster
Shimaditya Nuraeni, Pri Hermawan, Irsanti Hasyim
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Resolution Poverty Strategy Model Based Systems trade system in the area of
Agriculture Agricultural Commodities

Tuntun Salamatun Zen, Pringgo Dwiyantoro

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia
Institut Teknologi Bandung, Bandung, Indonesia

Are Women Entrepreneur’s Entrepreneurial Capabilities can be Shaped?
Treatment through Entrepreneurship, Product Diversification, and Product
Packaging Training

Sudrajati Ratnaningtyas, Rijanti Rahayu Maulani, Sri Hartati

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

A SWOT Model of Entrepreneurship Based Community: an Examination Tool to
Identify a Product for an OVOP Project
Muhammad Fauzan, Melia Famiola Hariadi
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Strategy Optimization in Reinforcement Capital for Cooperative and Small
Medium Enterprises (SMEs)

Sri Hartati, Edwin Karim

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia
High School of Economic Science, Gema Widya Bangsa, Bandung, Indonesia

MANAGING SMALL BUSINESS AND START-UP

Best Fit Strategy and Business Model for Bandung Small Medium Fashion
Enterprise
Randy, Donald Crestofel Lantu

142

149

156

162

170

179

185

195

205



School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Implementing Basic Quality Tools in Small Business Environment
M. Abdillah Rorke, Merita Bernik, Budi Harsanto
Universitas Padjadjaran Bandung, Indonesia

Why the number of SMEs inverse to the level of welfare at Tasikmalaya?
Ferey Herman
Universitas Katolik Parahyangan, Bandung, Indonesia

Corporate governance practices in small family firms: Are they really different?
Nurul Indarti, Sulistyaning Palupijati, Rokhima Rostiani
Universitas Gadjah Mada, Yogyakarta, Indonesia

Indonesia’s Gasoline Subsidy Cut, Road Availability and Their Impact on Micro and
Small Industry Productivity: A Panel Data Observation of 2010-2013

Fadil Wirawan, Anggoro Budi Nugroho

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Innovation Strategy through Knowledge Sharing For Small Medium Enterprises to
Achieve Sustainable Competitiveness: A Case Study of Batik SMEs in East Java,
Indonesia

Sri Wahyu Lelly Hana Setyanti

University of Jember, Jember, Indonesia

Strategy for improving the business performance of Medewi coconut sugar
Anggi Pamungkas, Bambang Rudito
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Organizational Capacity of Creative Industry Based on Local Materials at Bandung
Regency (Preliminary Study for The Development of Empowerment Model to
Increase Competitiveness in Industry)

Suryana, Rofi Rofaida, Ayu Krishna

Universitas Pendidikan Indonesia, Bandung, Indonesia

The Effects of Macroeconomic Conditions to The Growth of SMEs in Indonesia
Rexi Christopher Hendrawan, Taufik Faturohman
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Improve Current Job Description of Elthof Company as One of Small Medium
Enterprises in Fashion Industry

Rosy Diana, Achmad Ghazali

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Fashion Industry Development Exports With Quadruple Helix Approach: A
Preliminary Study
Sri Herliana

213

220

231

242

252

262

276

285

293

299



School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Synergy Valuation of Acquisition Activity in Small Medium Enterprise
Vinley Angelica Kurniawan
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Development of SMEs’ Competitiveness Model in Indonesia

Donald Crestofel Lantu, Mochamad Sandy Triady, Ami Fitri Utami

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia
School of Business and Management, Binus University, Jakarta, Indonesia

LEADERSHIP

Adoption of Motivation theory in SME Leadership: A Malaysian study
Nurulhasanah Abdul Rahman, Zulnaidi Yaacob, Rafisah Mat Radzi
School of Distance Education, Universiti Sains Malaysia, Penang, Malaysia

The Influence of Ethical Leadership on Ethical Behavior Mediated by Ethical
Climate at Government Institutions in Aceh Indonesia

Nurainun, Syafruddin Chan, Heriyana

Syiah Kuala University, Banda Aceh, Indonesia

Knowledge Sharing in Telkom University, Bandung
Anita Silvianita, Mahendra Fakhri, Cut Irna Setiawati
Telkom University, Bandung, Indonesia

Improving Company Performance by Using Employee Engagement (PT. Success)
Grace Yulianti, John Welly
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

How Students’ Cultural Intelligence and Paternalistic Leadership Influence Attitude
toward Teamwork

Nur Arief Rahmatsyah Putranto, Peter Woods

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia
Griffith University, Brisbane, Australia

Testing EQ Modeling Instrument “Emotional Intelligence Indicator Plus” based on
Goleman, Baron, and Salovey Mayer and its relation with Entrepreneurial Potential
Yuni Ros Bangun, Ken Ratri Iswari, Adita Pritasari, Hary Febriansyah

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Improving Compensation System in Noah’s Barn Dayang Sumbi
Cindy Clorinda
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Revealing the Interplay between Knowledge Communities and The Creative City

Concept: A proposed methodology

Lenny Martini, Anna-Katharina Hornidge, Epifania A. Amoo-Adare

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia
Vv

306

314

324

332

342

346

356

371

380

390



Center for Development Research (ZEF), University of Bonn, Bonn, Germany
Leibniz Center for Tropica Marine Ecology (ZMT), University of Bremen, Bremen,
Germany

Driver Variable In Management Support For Improving Lecturer Performance:
Case Study In Acquisition Process Of Higher Education Institution In Indonesia
Umi Zuraida, Aurik Gustomo, Yuni Ros Bangun

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

ENTREPRENEURIAL MARKETING

Quality Function Deployment Roles in Start-up Businesss
Novira da Silva
Prasetiya Mulya Business School, BSD City, Indonesia

The Mapping of Consumer Behavior on Green Product Purchase
Mahir Pradana, Nurafni Rubiyanti, Elzas Putra Sitorus
Telkom University, Bandung, Indonesia

Utilization of Viral Marketing In Indonesian Digital Music Industry: System
Dynamics Approach

Aulia Fadil, Utomo Sarjono Putro

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Influence of Online Store Characteristics on Impulse Buying Through Browsing

(Studies in Lakupon.com)
Dewi C. K, F.Oktafani, R. Saraswati
Telkom University, Bandung, Indonesia

Strategic Real Estate Development: Real Estate Globalization and Strategic
Implications — An Introduction

Hastjarjo

Padjadjaran University, Bandung, Indonesia

Strategic Real Estate Development: Gaining and Sustaining Competitive Advantage

on Real Estate Industry - The Theoretical Foundations
Hastjarjo
Padjadjaran University, Bandung, Indonesia

Strategic Real Estate Development: Mixed Method Using Sequential Explanatory
Strategy — Research Methodology

Hastjarjo

Padjadjaran University, Bandung, Indonesia

Analysis of Customers Perceive Value, Service Quality, Passenger Satisfaction and
Loyalty for the Executive Night Bus Services Banda Aceh-Medan Route
Syafruddin Chan, Muslim A.Djalil, Kurnia Asni

Vi

400

410

417

424

461

467

477

490

507



Syiah Kuala University, Banda Aceh, Indonesia

Business Strategy and Implementation Plan for Agatha Silver
Prayudy Agatha, Dona Saphiranti
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Impact of Service Quality’s Dimensions on Paratransit Passengers’ Loyalty in
Depok, Indonesia

Medi Yarmen, Tri Rakhmawati, Sik Sumaedi

Indonesian Insitute of Sciences, Tangerang Selatan, Indonesia

Helmet Purchase Intention: An Integrative Perspective of Utilitarian Functional,
Hedonic, and Symbolic Consumption

Tri Widianti, Tri Rakhmawati, Sik Sumaedi, Medi Yarmen

Indonesian Insitute of Sciences, Tangerang Selatan, Indonesia

Regular Medical Check-Ups Behavior: Preventing is better than Curing
Amalia E. Maulana, Novi Oktaviani

School BINUS University Business School, Jakarta, Indonesia
ETNOMARK Consulting, Tangerang, Indonesia

Assessment of Tulus Fans’ Genre Preferences
Yonathan Godjali
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Quality Label Equity: The Integration Approach of Cognitive Psychology and
Signaling Information Economics

Medi Yarmen, Tri Rakhmawati, | Gede Mahatma Yuda Bakti, Sih Damayanti, Sik
Sumaedi

Indonesian Insitute of Sciences, Tangerang Selatan, Indonesia

Business Strategy Formulation Using SWOT Analysis and QSPM Matrix at
Environmental Consulting Company

Harold Linus Sipayung, Farah Alfanur

Telkom University, Bandung, Indonesia

Sales maximization strategy of brand “Gunung Madu”

Evo Sampetua Hariandja, Rany Wahyu Larasati

Business School Universitas Pelita Harapan, Tangerang, Indonesia
MBA, Institut Teknologi Bandung, Bandung, Indonesia

Product concept testing “Good” hair spray

Evo Sampetua Hariandja, Otto

Business School Universitas Pelita Harapan, Tangerang, Indonesia
Binus University, Jakarta, Indonesia

Factors Influencing Brand Loyalty on Creative Industry(Case Study: Lovely
Doll)

Vii

517

527

537

546

555

565

574

585

595

605



Anindita Aliyah Utami, Atik Aprianingsih
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Analysis of Business Feasibility on The Service Development Plan in Managing
Business Relationship Between the Customers for Small Medium Enterprises in the
Field Of Umrah Trip and PT Angkasa Pura Solusi (A Study Case Of Sahpire
Loungue Business Development in 2015)

Della Delfina, Eka Yuliana

Telkom University, Bandung, Indonesia

Creating Brand Loyalty By Brand Trust and Brand Image

Evy Rachmawati Chaldun, Ika Ma’rifatika, Aldina Shiratina

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia
Padjadjaran University, Bandung, Indonesia

ENTREPRENEURIAL FINANCE

The Effect of Financial Incentives on Funding Account Officer's Performance
Astadi Pangarso, Fransiska Putri Wulansari, Cut Irna Setiawati
Telkom University, Bandung, Indonesia

Proposed Portfolio Strategy Using Equity Mutual Fund for Small and Medium
Enterprise (SMES)

Cici Cintyawati, Sylviana Maya Damayanti Ina Primiana

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Effect of Accounting Knowledge, Spirit of Entrepreneurship and Accessibility of
Capital on Performance of Footwear Industries

Asep Darmansyah, Acip Sutardi

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Evaluation of IDR equity mutual fund and USD bond mutual fund as an alternative
investment product a case of Indonesia markets 2010 — 2014

Binbin Mariana, Subiakto Soekarno

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Reconstructing Cash Waqf (Endowment) Institution Accountability in Indonesia: A
Case Study

Dodik Siswantoro, Haula Rosdiana

Universitas Indonesia, Depok, Indonesia

Implementation of Single Sign On using The Concept of Method OAUTH (Open
Authorization) on The Web Portal

Awan Setiawan, Mokhamad Hendayun, Suci Fitri Yanti

Langlangbuana University, Bandung, Indonesia

Antecedents of Entrepreneurial Alertness and Its Role of Entrepreneurial
Commitment
Nur Khusniyah Indrawati, Ubud Salim, Atim Dzajuli
Brawijaya University, East Java, Indonesia
Vil

614

620

628

642

651

661

670

680

691



Business Strategy Development through Environmental Scanning Analysis of
FLOTEA

Nada Dewanda Onie, Wawan Dhewanto

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Implementation of Social Entrepreneurship through the Fashion Brand Bowsha
Apsha Syawali Aschwianda
School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Opportunity for Research and Development of New and Renewable Energy in
Indonesia through Patent Information

Ferianto, Tommy Hendrix

Center for Innovation LIPI - Indonesian Institute of Sciences, Indonesia

The Influence of Organizational Justice and Work Environment on Employees’
Work Motivation

Eddy Madiono Sutanto, Florensia Mulyono

Petra Christian University, Surabaya, Indonesia

The Effects of Negative Incentives, Positive Incentives, and Consumer
Characteristics on Digital Music Piracy

Ike Janita Dewi, Felix D. Aristyanto, Liendah F. Octavia

Sanata Dharma University, Yogyakarta, Indonesia

The Buying Behavior of Small-sized Batik Company in Indonesia

Moses Lorensius P. Hutabarat, Gatot Yudoko, Mustika Sufiati Purwanegara

School of Business University of Pelita Harapan, Tangerang, Indonesia

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

The Influence of Strategic Orientation and Absorptive Capability on Value Creation
of Courier Service Industry in Indonesia

Hana Suryana, Agus Rahayu, Disman, Lili Adi Wibowo

Universitas Pendidikan Indonesia, Bandung, Indonesia

Customer Perception towards Being Vegan/Vegetarian as Green Marketing
Strategy: Case Study of “Kehidupan Tidak Pernah Berakhir”

Fadhila Hasna Athaya, Anggara Wisesa, Mustika Sufiati Purwanegara

School of Business and Management, Institut Teknologi Bandung, Bandung, Indonesia

Reinventing Fiscal Policy on Perspective Quintuple Helix toward Indonesia World
Central Maritime: A Case in Batam Free Trade Zone

Haula Rosdiana, Inayati, Maria R.U.D. Tambunan

Universitas Indonesia, Depok, Indonesia

Optimizing Fiscal Policy on the Development of Maritime Industry: A Case in
Lamongan, East Java, Indonesia

Inayati, Haula Rosdiana, Maria R.U.D. Tambunan, Debie Puspasari, Rahma Juliasari
Universitas Indonesia, Depok, Indonesia

700

711

721

731

740

750

759

767

775

785



The Urgency of Value Added Tax (VAT) Incentives on Marine Fuel Oil 794
Maria R.U.D. Tambunan, Haula Rosdiana, Inayati, Frences Syulet
Universitas Indonesia, Depok, Indonesia



I@IES

The 7™ Indonesia International Conference on Innovation, Entrepreneurship,
and Small Business (IICIES 2015)

Innovation Strategy Through Knowledge Sharing For Smalli
Medium Enterprises To Achieve Sustainable
Competitiveness : A Case Study of Batik SMEs in East Java,
Indonesia

Sri Wahyu Lelly Hana Setyanti

Faculty of Economic, University of Jember, JI. Kalimantan No. 37 Jember 68121, Indonesia
Abstract

The purpose of this research is to examine how innovation strategy through knowledge sharing as a continuous effort in
enhancing sustainable competitiveness of small medium enterprises. Study population was batik SMEs in East Java Indonesia.
Sample was chosen by purposive method with amount 110 batik SMEs. Data was collected by a questionnaire research
instruments. The Partial Least Square (PLS) was used to analyze the data. The research result showed that innovation strategy
through knowledge sharing becomes a complete mediation toward sustainable competitiveness. An important finding of this
research is knowledge sharing is a best tool for SMEs in enhancing innovation strategy and sustainable competitiveness. The
practical implications of these studies provide knowledge and information for SMEs in an attempt to improve innovation strategy
and to achieve sustainable competitiveness through knowledge sharing.

Keywords : Innovation strategy, knowledge sharing, competitiveness, SMEs

1. Introduction

Based on the data from Statistics Indonesia (2014), Small Medium Enterprises have always been the backbone
of the industrial economy of Indonesia. The number of SME in Indonesia reaches 97% of the total number of
companies with 57% of the workers coming from the SME sector. In order to meet the market demands as well as to
achieve 20% increase in the targeted export growth that was announced by the government at the beginning of 2014,
SMEs must immediately prepare the competence of their resources to boost innovation and competitiveness.
Knowledge is the main component and is an important intangible resource that can be a source of sustainable
competitiveness for SMEs (Davenport & Prusak, 1998; Wang & Noe, 2010). That is why SMEs need to pay
attention and to be more effective in the application of knowledge based resources which have been held into a unity
(Cummings, 2004; Davenport & Prusak, 1998). In another study, Min (2006) argues that the concept of knowledge
sharing is important for innovation strategy and sustainable competitiveness. The consequences of knowledge
sharing including innovation is described in Kim & Lee (2006). While Liao and Wu (2010) in their research in
Taiwan, mentioned about the importance of knowledge sharing and stated that organizational factor, which is
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influential to innovation, is having the knowledge and skill base. The role of knowledge sharing is interesting to
discuss into a further study to create a sustainable competitiveness to SMEs.

Many researches on SME innovation have been carried out. Hassim, Affendy, Nizam, Talib and Abu Bakar
(2011) state that innovation in SME is an attempt to find new ways of doing things. It is also an important attribute
for the development of SME which has a significant impact on the competitiveness of SME. While the relevance of
innovation with sustainable competitiveness has been well described in (Jimenez and Valle, 2011). They find that
innovation is an important function in the management and has a positive role in improving competitiveness. On the
contrary, Rhee, Park and Lee (2009) and Hilmi, Ramayah and Mustapha (2011) showed that innovation does not
significantly influence the competitiveness of SMEs. The gap between these studies has become a potential field to
be explored further.

The growing awareness of the significance of knowledge for competitive advantage and the idea of managing
knowledge have been applied very successfully by many leading organizations in the world. Knowledge sharing as
one of the main processes, which is essential for organizations in knowledge management, has been described in
Liao and Wu (2010). The statement from Liao and Wu is in line with several other studies, among others: Lin and
Lee (2004), Darroch (2005), Kim and Lee (2006). They share the same idea that the key to success for an
organization in managing knowledge sharing. Furthermore, knowledge sharing is very important for SME to carry
out. It is because SME have not only an advantage in the form of unique tacit knowledge, but also power that comes
from motivation, extensive network and flexibility in creation and innovation. Considering the condition of SME in
Indonesia, it seems that not many are aware of the significance of knowledge based innovation strategy by
optimizing resources. In fact, the presence of SME is expected to grow the economy and to have high
competitiveness.

Previous studies such as Hana (2013) and Taminiau, Smit & De Lange (2009) has not test the role of
knowledge sharing as a mediation to strengthen the sustainable competitiveness. Therefore, there is still a gap in
particular refer to Wang & Noe (2010) until now there have not been any researches on how knowledge sharing is
applied, how the process occurs and what kind of knowledge sharing is done in SMEs. The research aims to
examine the effects of innovation strategy on sustainable competitiveness, as mediated by knowledge sharing. This
study provides empirical evidence from case studies on batik SMEs in East Java, Indonesia. It also describes the
aspects and the process of knowledge sharing in SMEs and explain the conditions faced. On this point, the
researcher can develop several models of knowledge sharing that are essential for the improvement of innovation
strategy of SMEs.

2. Literature Review and Hypotheses
2.1 A Study of Innovation Strategy and Knowledge Sharing

Knowledge sharing activity serves as a capability for SME that will improve the capability of the organization
as a whole. It is a unique resource that cannot be imitated and a perfect performance that becomes the source of
sustainable competitiveness for the organization. Darroch (2005) defines knowledge sharing as a behavior that
involves information exchange or assisting other colleagues. Several empirical studies also prove that innovation
strategy is positively related to knowledge sharing, including Lin and Lee (2004), Kim and Lee (2006), and Liao and
Wu (2010). Knowledge sharing is an action taken by the SMEs leader in knowledge acquisition, knowledge
dissemination and responsiveness, work experience, ideas, expertise and information to other employees.

Empirical researches have shown that the role of knowledge sharing will provide a multiplier effect to the
© 2015 The 7" Indonesia International Conference on Innovation, Entrepreneurship, and Small Business.



Sri Wahyu Lelly Hana Setyanti 254

increase of innovation and sustainable competitiveness for SMEs. The implementation of knowledge sharing on
SMEs will be a huge benefit, because SMEs have advantages which do not exist in large scale enterprises. The
success of SMEs in managing the excellence in innovation strategy will result of improvement in knowledge sharing
(Davenport and Prusak, 1998; Kim and Lee, 2006; Taminiau, Smit and De Lange, 2009) and the establishment of
sustainable competitiveness (Davenport, 1998). Thus, knowledge sharing is seen as a strategy that can be used as the
basis of obtaining excellence in sustainable competitiveness. It also reflects new knowledge and insights (Kim and
Lee, 2006).

H1: There is a positive influence on the innovation strategy and knowledge sharing

H2: There is a positive influence on the strategy of innovation and sustainable competitiveness

2.2 A Study of Knowledge Sharing and Competitiveness

Knowledge sharing is a step in knowledge management providing an opportunity for the members of a group,
an organization, an institution or company to share knowledge, techniques, experience and ideas they have to other
members. Knowledge sharing can only be done if every member has an opportunity to express opinions, ideas,
criticisms and comments to other members. Knowledge sharing can be done through face to face meetings,
documentations, websites, electronic discussion and researches.

Recently, the acquisition of knowledge is the key to win the competition. The increase of SMESs competition
power will affect the productivity and the contribution to the country. In general, knowledge consists of two kinds of
tacit knowledge that is difficult to be formulated and communicated and also personal in nature. Many companies
have concluded that knowledge sharing is an important way to improve their core competencies. The knowledge
must be acquired, codified and placed in an acceptable format for the users prior to knowledge sharing. In
organizational context, knowledge sharing is define as the sharing behavior of organizationally relevant experiences,
important information, management beliefs and contextualized practices among employees (Lin, 2007). Research
has shown that knowledge sharing is positively related to reduction costs, faster completion of new product
development projects, team performance and sustainable competitiveness (Cummings, 2004; Collins & Smith,
2006).

H3: There is a positive influence on knowledge sharing and sustainable competitiveness.

2.3 Innovation Strategy - Knowledge Sharing - Sustainable Competitiveness

From the earlier discussions, it can be postulated that innovation strategy positively influence sustainable
competitiveness when configured in a knowledge sharing behaviour within a small firms. Knowledge is the main
component and an important intangible resource that can be the source of sustainable competitiveness. Knowledge is
not data or information (Min, 2006; Liao and Wu, 2010), but it is based on data and information. Knowledge is data
and information combined with the ability, intuition, experience, ideas, and motivation of competent sources
(Nonaka, 1994). Wang and Noe (2010) defines knowledge as information to change something or someone. It
occurs when that information becomes the basis for the act, or when such information enables one or institution to
take different actions that are more effective than the previous ones.

There are several types of knowledge that must be integrated into knowledge related to information technology
and business. Tacit knowledge is in mind and not documented in the form of structure, so it is important for the
achievement of innovative works and it enhances the competitiveness of SMEs. Knowledge sharing practices in the
whole organization are very important for preserving valuable heritage, learning new techniques, solving problems,
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creating core competences and initiating new situations (Hu, 2009). Lately, the improvement of researches regarding
knowledge has proven that knowledge is an important asset for organization. In relation to the role of knowledge in
organization, it is proven that knowledge serves as a key input to the process of sustainable competitiveness (Min,
2006; Wang and Noe, 2010; Tjakraatmadja, Lenny and Anggoro, 2011). The form and the organization's ability to
manage knowledge greatly affect the quality of the knowledge generated and ultimately the quality of action or the
decision of the use of such knowledge. Min (2006) argue that knowledge sharing is critical. Knowledge is essential
for innovation strategy (Al Qeisi & Al Zagheer, 2015). For SMEs, knowledge sharing promotes sustainable
competitiveness by creating and managing new knowledge (EI Harbi, Anderson & Amanov, 2010). Knowledge
sharing also becomes a central value adding of SMEs and a determinant of sustainable competitiveness (Nguyen,
2010).

H4: There is a positive influence of innovation strategy through knowledge sharing on sustainable competitiveness
3. Research Method
3.1 Research Design

Based on the objectives to be achieved, this study is an explanatory research. The research is done to identify
facts and events that emerge from the object of the study and explain the phenomenon of the problem based on the
variables studied. The sample of the study is 80 batik SMEs in East Java. Although results from this approach
remain specific to the studied cases, Ghozali (2008) argue that conclusions may be generalizable at a conceptual
level. Primary data is collected by questionnaires, and face to face extended interviews with the entrepreneurs while
documentation methods used to obtain secondary data.

3.2 Research Measurement

3.2.1 Innovation Strategy

Innovation strategy is a locally driven process, succeeding where organizational conditions foster the
transformation of knowledge into products, processes, systems, and services. The concept of innovation strategy in
this study is related to the intangible assets because it shows a potential capability to take an innovation action to
support the success in SMEs. Innovation strategy indicators are form Jimenez & Valle (2011), namely (1) product
innovation strategy, (2) process innovation strategy and (3) managerial innovation strategy.

3.2.2 Knowledge Sharing

Knowledge sharing is defined as the process by which individual employees impart their expertises, insight or
understanding to other individual employees, who may acquires and use the knowledge to perform the task require
(Al Qeisi & Al Zagheer, 2015). Knowledge sharing is also the provision of task information and know how to help
others and to collaborate with others to solve the problems, develop ideas, or implement procedures or policies
(Wang & Noe, 2010). All items to measure knowledge sharing refers to Darroch (2005). Knowledge sharing is
measured : (1) acquiring knowledge , (2) spreading knowledge and (3) response toward knowledge.

3.2.3 Sustainable Competitiveness
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Sustainable competitiveness is identified as the company's ability level in: Flexbility, Innovation, Quality and
Cost Reductions by Scannel (Min, 2006). Improving the sustainable competitiveness of SMEs associated with the
concept of knowledge management approach becomes a very good alternative solution (Nguyen, 2010). Indicators
used to measure the sustainable competitiveness refers to (Nguyen, 2010), namely : (1) the annual sales growth, (2)
growth assets, (3) the rate of production growth per year.
4. Analysis and Result
4.1 Respondent Characteristic

Table 1 below showed tabulation for 110 respondents to explain a description of respondent’s
characteristic:

Table 1 Respondent’s characteristics

No Characteristic Respondents (People)
Gender
1 Male 41
2 Female 69
Total 110
Age
1 >30 year 15
2 >30 year - 40 year 43
3 >40 year — 50 year 52
Total 110
Education
1 Higher education 72
2 Senior high school 38
Total 110
Produced Product
1 Written batik 17
2 Hand-stamp batik 35
3 Written batik and hand-stamp batik 58
Total 110

Source : Primary Data Processed, 2014
4.2 Result

The model was assessed using partial least square (PLS) based structural equation modeling (SEM). The
indirect effect (mediation) testing conducted to detect the position of intervening variables in the model. Mediation
testing is conducted to determine the nature of the relationship between the complete mediating variable and the
partial mediation variable, but not the mediating variables.
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Table 2
Coefficient Line and Direct Impact Hypothesis Testing
Relation Between Variables o o o
- - Path Coefficient t-statistic p-value Description
Exogenous Variables I Endogenous Variables

Innovation Strategy (X) Knowledge Sharing (Y1) 0.378 2.878 0.009 Significant
Innovation Strategy (X)  Sustainable Competitiveness (Y2) 0.036 0.140 0.878 Not Significant
Knowledge Sharing (Y1) Sustainable Competitiveness (Y2) 0.442 2.706 0.037 Significant

Sources : Statistical Calculation Results

The hypothesis 1 test result proves that innovation strategy affects knowledge sharing. This means that the
increase in innovation strategy is linear and real toward increase of knowledge sharing. Meanwhile in the hypothesis
2 testing result, that the strategy of innovation does not affect the sustainable competitiveness is not proven. Then,
in the hypothesis 3 testing, it is proven that knowledge sharing affects sustainable competitiveness.

Innovation
Strategy
(X)

Knowledge
Sharing
(Y1)

0.036
(ns)

Sustainable
Competitiveness
(Y2)

Figure 1
Knowledge sharing Mediation variable Testing line Diagram: The Influence of Innovation Strategy toward Sustainable Competitiveness
Table 2
Hypothesis testing result of indirect influence
Indirect Influence Coefficient of direct influence Coefficient of indirect influence P value
X —->Y1-->Y2 X -->Y1=0.378 [ Y1->Y2=0442 0.167 0.001

Sources : Statistical Calculation Results

The processing result in Figure 1 shows that the path coefficient (H1) and (H3) significant, and (H2) is not
significant, then the knowledge sharing variable in the research model is said to be the complete mediating variable.
It means that a direct relation of innovation strategy does not significantly affect the sustainable competitiveness.
However through mediation, knowledge sharing is reliable to influence sustainable competitiveness. Thus,
hypothesis 4 testing proves that innovation strategy mediated by knowledge sharing effectively affect the sustainable
of competitiveness. The value of the path coefficient is 0.167.
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4.3 Discussion

The findings of this study extend the SMEs, knowledge sharing, and innovation strategy literatures and help
build a foundation for further understanding the link between innovation strategy and knowledge sharing and
sustainable competitiveness. From the results, we are able to make multiple observations. First, the impact of
innovation strategy on sustainable competitiveness is primarily indirect and is instead fueled by knowledge sharing.
The initiatives of innovation strategy and knowledge sharing are complementary. In order to optimize investment in
innovation strategy activities, knowledge sharing initiatives should be aligned with innovation strategy. Second,
SMEs that compete with larger firms are able to level the competitive playing field by utilizing knowledge sharing.
Further, SMEs should consider how they apply knowledge sharing to other strategic initiatives, such as customer
responsiveness, in order to enhance overall effectiveness of the strategy.

Innovation strategy have significantly effect to knowledge sharing. Toward SMEs, the implementation of
innovation strategy enables organizations to develop knowledge sharing. Many authors coincide to the positive link
between innovation strategy and knowledge sharing, among SMEs (Kim & Lee, 2006; Al Qeisi & Al Zagheer,
2015). Additionally, Johannessen & Olsen (2009), Hassim, Affandy, Nizam, Talib & Abubakar (2011) and Jimenes
& Valle (2011) have been assesing the impact innovation strategy on sustainable competitiveness, while Nguyen
(2010) as well as El Harbi, Anderson & Amanov (2010) have examined the relation between knowledge sharing and
sustainable competitiveness.

Empirical evidence also indicates that in knowledge sharing activities, there will be a process of sharing tacit
knowledge that will accumulate and form explicit knowledge that is highly beneficial for the organization’s
progress. Furthermore, the activities of knowledge sharing will form a knowledge flow that will develop the existing
knowledge to be more extensive and have value and benefits that are very essential for SMEs (Nguyen, 2010). The
empirical findings show that tacit knowledge is well developed in the batik SMEs. Based on these results, it is
recommended to SMEs in order to improve the implementation of knowledge sharing that have a dominant role or
are considered important indicators of spreading knowledge reflected through action-led SMEs to provide an
opportunity for member organizations to share knowledge, techniques, experience, and ideas they have to other
members. There are also circumstances when knowledge sharing may be considered a learning process for the
sharer. For example SMEs high in innovation strategy may build knowledge sharing as a learning opportunity
because they will not be able to successfully explain something well to their peers unless they fully understand it
themselves (Wang & Noe, 2010). The research finding also shows that the response to share knowledge is also
motivated by the benefits that can be felt directly by batik SMEs; that is the increasing innovative and creative
attitude among all members.

There are a growing number of studies regard whether innovation strategy and sustainable competitiveness are
highly correlated (Johannessen & Olsen, 2009; Garcia & Calantone, 2002). Lin, 2007 also conclude that innovation
strategy is crucial for SMEs sustainable competitiveness. Additionally (Wahyuni, Ekaputra and Tjong, 2012)
indicate that innovation strategy is a core antecedent of sustainable competitiveness. Innovation theory says that
belonging to a network will increase the individual firm innovation rate and the strategy theory argues more
indirectly that it will increase the firm’s competitive advantage and in the long run its profit and survival (Wahyuni,
Ekaputra and Tjong, 2012). In the relationship between innovation strategy and sustainable competitiveness, the
finding research consistent with research of Hilmi, Ramayah and Mustapha (2011) that in a product innovation,
process innovation and managerial innovation strategy have direct effect to strengthens on sustainable
competitiveness. Although the result of this research indicate that innovation strategy did not have direct effect on
sustainable competitiveness, innovation strategy have indirect effect on sustainable competitiveness through
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knowledge sharing. The result of this study indicate that SMEs may be unable to exploit new products because of
the limited organizational and marketing capabilities. The finding also shows that the innovation strategy in SMEs
can be enhanced when the SMEs seek to behave entrepreneurially. SMEs should focus on this issue that knowledge
sharing role is very important. From our in depth-interview it was revealed that SMEs use innovation strategy to
build communication in innovation process that can enhance willingness to share within employee. SMEs also have
a lot of advantages, being small in terms of size allows SMEs to forge strong bond among employees, developing
close relationship with customers, creating opportunity to share knowledge with every employee and flexibility in
any environment or situation. Through this framework, SMEs would be able to re-set the innovation strategies to
achieve sustainable competitiveness.

Knowledge sharing have significantly effect on sustainable competitiveness. Our finding indicate that
knowledge sharing is a antecedent of sustainable competitiveness. Improving the competitiveness of SMEs
associated with the concept of knowledge sharing approach becomes a very good alternative solution (Min, 2006).
Knowledge sharing has been conceived by several authors (Kim & Lee, 2006), Lin, 2007 and Al Qeisi & Al
Zagheer, 2015 as a process that enable SMEs to create innovation environment and consequently promoting high
sustainable competitiveness. Several authors, among them Lin (2007) and Al Qeisi & Al Zagheer (2015) have
declared that to meet the innovation strategy through knowledge sharing. There are some studies how knowledge
sharing contributes to build sustainable competitiveness and how this determines SMEs innovation strategy. Among
these studies Hana (2013) investigate the effect of innovation strategy on sustainable competitiveness in Czech
Republik by analyzing 103 firms. These authors found evidence that innovation strategy contibutes to sustainable
competitiveness. According to (Davenport and prusak, 1998.), One of the most important knowledge sharing
enablers in any organization is the creation of a knowledge sharing culture.

The current research findings are congruen in general with literature on innovation strategy, knowledge sharing
and its role in building competitiveness and developing sustainable competitiveness SMEs. Several studies highlight
the role of knowledge sharing. The importance of the strategy and implementation of the practice of knowledge
sharing supports the statement Al Qeisi & Al Zagheer (2015) which states that knowledge sharing is the key factor
and an added value for SMEs as an opportunity to strengthen innovation strategies to achieve competitiveness. The
empirical findings of this study also contributes to explore the role of knowledge sharing to strengthen innovation
strategies in the SMEs either directly or through the mediation significant impact on sustainable competitiveness in
SMEs.

Overall, it can be concluded that innovation strategy through knowledge sharing have significantly effect to the
sustainable competitiveness of SMEs. Based on this conclusion, it can be recommended that by viewing the
potential and development of SMEs, then the government should be more intensive in encouraging the development
of SMEs. The finding further suggest that it may be better for batik SMEs owner in East Java to improve knowledge
sharing toward identify business opportunity and adopt new idea to enhance innovation strategy and sustainable
competitiveness to challenge competition by other SMEs in Indonesia. Therefore, the understanding of SME
entrepreneurs should focus on improving the organization's main asset which is human resources. By that the SMEs
can develop innovation strategy through knowledge sharing implementation with adequate information technology
support,in order that the sustainable competitiveness can be improved.

4.4 Limitation and Further Research

This study has some limitations. First, this research did not make good stratification of batik SMEs in scale or
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type. Therefore, future research needs to consider these aspects and consider entreprencur’s profile such as age,
education level, experiences, social economy, cultural as a control variables. Second, future research should
consider motivational variable in model. Third, knowledge sharing is used as independent variable.
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