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Abstrak 

Penelitian ini bertujuan untuk mengetahui faktor-faktor yang memengaruhi Kinerja Kompetitif pada UMKM, 

yang menjadi semakin penting mengingat tantangan signifikan yang dihadapi UMKM akibat dampak pandemi 

COVID-19, seperti penurunan permintaan dan kesulitan mendapatkan bahan baku, serta meningkatnya 

persaingan di era digital. Populasi dalam penelitian ini adalah para manajer dan pemilik bisnis di Kota Batam, 

Indonesia, dengan total 260 responden. Analisis data dalam penelitian ini menggunakan analisis kuantitatif, 

dengan menyebarkan kuesioner kepada manajer dan pemilik bisnis di Kota Batam, Indonesia, serta melakukan 

pengujian hipotesis. Hasil dari penelitian ini menunjukkan bahwa Kemampuan Dinamis memiliki pengaruh 

signifikan terhadap Kinerja Kompetitif, Kemampuan Dinamis memiliki pengaruh signifikan terhadap 

Kelincahan Organisasi, Inovasi memiliki pengaruh signifikan terhadap Kinerja Kompetitif, Manajemen 

Pengetahuan memiliki pengaruh signifikan terhadap Kinerja Kompetitif. Manajemen Pengetahuan memiliki 

pengaruh signifikan terhadap Kemampuan Dinamis, Manajemen Pengetahuan memiliki pengaruh signifikan 

terhadap Inovasi, dan yang terakhir adalah Kelincahan Organisasi memiliki pengaruh signifikan terhadap 

Kinerja Kompetitif. 

 

Kata kunci : kinerja kompetitif, kemampuan dinamis, inovasi, manajemen pengetahuan dan kelincahan 

organisasi. 

 

Abstract 

This research This study aims to identify the factors influencing Competitive Performance in MSMEs, which 

has become increasingly crucial considering the significant challenges faced by MSMEs due to the impact of 

the COVID-19 pandemic, such as declining demand, difficulties in sourcing raw materials, and growing 

competition in the digital era. The population of this study consists of managers and business owners in Batam 

City, Indonesia, with a total of 260 respondents. The data analysis in this study employs quantitative analysis 

by distributing questionnaires to managers and business owners in Batam City, Indonesia, and conducting 

hypothesis testing. 

The results of this study indicate that Dynamic Capability has a significant effect on Competitive Performance, 

Dynamic Capability has a significant effect on Organizational Agility, Innovation has a significant effect on 

Competitive Performance, and Knowledge Management has a significant effect on Competitive Performance. 

Furthermore, Knowledge Management has a significant effect on Dynamic Capability, Knowledge 

Management has a significant effect on Innovation, and finally, Organizational Agility has a significant effect 

on Competitive Performance. 

 

Keywords: competitive performance, dynamic capability, innovation, knowledge management and 

organizational agility. 

 

 

1. INTRODUCTION 

The Covid-19 pandemic that occurred in November 2019 caused difficulties for 30 million MSMEs in 

Indonesia, and around 7 million workers lost their jobs. However, start-up companies such as Shopee, 

Tokopedia, and Blibli managed to survive and experience growth during the pandemic because they were able 

to meet the needs of the community without leaving the house. According to Bank Indonesia data, the number 

of e-commerce transactions also more than doubled from 80 million in 2019 to 140 million in 2022. Likewise, 
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the number of MSMEs in Indonesia increased from 6,953,975 to 7,304,554 in 2021. MSMEs have made a 

great contribution to GDP of 60.5% despite having various problems. Surveys by UNDP and LPMUI show 

that 48% of MSMEs are facing raw material problems, 77% have lower incomes, 88% have experienced a 

decline in buyer interest, and 97% have experienced a decline in asset value during the pandemic (Limanseto, 

2022). Reported by Coordinating Ministry for Economic Affairs of the Republic of Indonesia in Batam City 

Cooperatives and Micro, Small and Medium Enterprises Office stated that there were around 1900 MSME 

actors affected by Covid-19 in Batam City. Starting from the declining turnover due to the decrease in demand, 

to the difficulty of obtaining raw materials due to large-scale social restrictions (PSBB) in a number of regions. 

Dynamic capabilities known as the ability of an organization to deliberately create, expand, and 

transform a pool of resources in order to be able to react to changes in the environment (Helfat & Peteraf, 

2003). MSMEs, especially in Batam City, must be able to adapt after the pandemic ends by improving their 

ability internally to survive and find solutions. Running a business after Covid-19 requires knowledge 

management or knowledge management to manage the business well and plan the right strategy to achieve 

success and compete in its field of business. According to (Alyoubi et al., 2018), knowledge management is 

essential in competitive and changing businesses. In addition, MSMEs must agile in adapting to the existing 

situation. Agility is to succeed in competition through speed, innovation, and quality by integrating 

transformable resources and best practices from knowledge (Ashbalami Gusmita, 2007).  

The ability of MSME managers to adapt to changes is essential for the survival of the organization 

(Davidescu et al., 2020). One of the essential tools for gaining and maintaining a competitive advantage in a 

rapidly changing market is the ability of organizations to innovate (Setiadi et al., 2022). Innovation is a change 

in culture, process, or service to create sustainable value for customers (Purwianti, 2023). Innovation improves 

organizational performance, making a link between planning strategies and the performance of public 

organizations in developing countries. (Suyono Saputra et al., 2019). The competition of MSMEs in Batam 

City, which is located in a strategic position and displayed with foreign countries, requires product/service 

superiority as a differentiator from other MSMEs.  In order to survive, MSMEs need tactics such as using new 

and innovative marketing strategies, innovating with products, optimizing employees and improving internal 

capabilities. The research was conducted to find out the internal factors that can be improved by MSMEs in 

facing post-pandemic competition. These advancements necessitate a renewed focus on dynamic capabilities, 

knowledge management, and organizational agility to ensure long-term competitive performance. This study 

explores the internal factors that MSMEs in Batam City can enhance to navigate post-pandemic challenges 

and seize opportunities in a competitive landscape.  

 

2. LITERATURE REVIEW 

Relationship Between Variables 

Relationship of Dynamic Capability to Organizational Agility 

 

According to Helfat & Peteraf (2003), Dynamic Capability is an organization that is able to optimize its 

resources, both tangible and intangible, as well as master human assets with preferential access by the company 

(Helfat & Peteraf, 2003). This theory was pioneered by Teecec and Pisano (1994) in the context of the 

absorption of knowledge and skills in a dynamic competitive environment. According to Crowe and Abraham 

(2019), the success of an agile organization depends on the expertise, attitude and behavior of the organization 

by the team or individual (Sakitri, 2021). Adaptability is important in the face of change. Research in Jordan 

found that 86% of respondents were able to adapt and solve problems. The study also shows that resource-

based Dynamic Capability affects Organizational Agility. These findings support the intensive use of 

information technology (Awwad et al., 2022).  

From the above research, the first hypothesis is: 

H1: Dynamic capability has a significant effect on Organizational Agility 

 

The Relationship of Dynamic Capability to Competitive Performance 

 Competitive Performance is the ability of a company to achieve superior performance. The European 

study found three main focuses: the relationship of Dynamic Capabilities to competitive advantage, the 

comparison of ordinary and dynamic capabilities, and their impact on competitive advantage and performance. 

Evaluation of the company's Competitive Performance is carried out to measure success. According to Schilke 
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et al. (2018), there is no comprehensive framework to understand Dynamic Capabilities to competitive 

company performance (Schilke et al., 2018). Research findings from Dynamic Capabilities as an antecedent 

of open Innovation in competitive companies (Pundziene et al., 2021). 

From the above research, the second hypothesis is: 

H2: Dynamic Capability has a significant effect on Competitive Performance 

The Relationship of Organizational Agility to Competitive Performance 

According to Arianty, it is an effort to find a profitable position in a competitive industry (In Arianty, 

2016). Dynamic capabilities enhance assets, consolidate and protect companies in the face of change. (Mikalef 

et al., 2020). This opinion is reinforced by Nuraeni's (2017) suggestion, Dynamic Capabilities affect 

competitive performance through changes in operations and create value by modifying operations. Study 

shows positive effects on marketing and technology (Nuraeni et al., 2017). Improved sensing and Dynamic 

Capabilities: market adaptability, innovation, technological capabilities. (Mikalef et al., 2020). 

From the above research, there is a third hypothesis, namely: 

H3: Organizational Agility has a significant effect on Competitive Performance 

 

The Relationship of Knowledge Management to Dynamic Capability 

The study found that there is a significant influence between knowledge management and organizational 

performance through dynamic organizational capabilities. However, the direct influence of knowledge 

management without involving the Dynamic Capabilities variable is not significant. This shows the importance 

of knowledge management in improving organizational performance. (Najmi et al., 2018). Research shows 

that knowledge management is an important factor for organizational Dynamic Capabilities that has an impact 

on improving organizational performance. 

From the above research, the fourth hypothesis is: 

H4: Knowledge Management has a significant effect on Dynamic Capability 

 

The Relationship of Knowledge Management to Competitive Performance 

 The market environment is changing and full of chaos. Essential knowledge for excellence. 

Knowledge Management is important in improving employee skills and company performance. The study used 

questionnaires and SEM on SMEs in Cepogo Boyolali with 229 respondents. The results of the analysis 

showed that Knowledge Management had a positive and significant effect on Competitive Advantage, with a 

CR value of 2,110 and a p-value of 0.035. This relationship is significant, in line with the CR>1.97 and p-

value<0.05. (Sugito & Kamaluddin, 2018). 

From the above research, the fifth hypothesis is: 

H5: Knowledge Management has a significant effect on Competitive Performance 

 

The Relationship between Knowledge Management and Innovation 

According to Mazidah & Rohana (2020) Innovation: looking for new things related to inputs, processes, 

outputs for the benefit of humans (Mazidah & Laily, 2020). A new method creates something, the output of 

the result of a new engineering process. (Makmur & Rohana, 2012:9). According to Drucker (2012) in Makmur 

and Thahier (2015) Innovation is a new way of doing different businesses. There are two types of innovation: 

product and process. Positive relationship between Knowledge Management, CRM, and Innovation 

Capability. (Sadeghi & Rad, 2018). 

From the above research, the sixth hypothesis is:  

H6: Knowledge Management has a significant effect on Innovation 

 

The Relationship between Innovation and Competitive Performance 

Competitive Performance is a company's performance in a competitive market, judged by the benefits 

it provides to consumers through cheaper prices or unique offers. Basheer and Saeed (2011) Competitive 

Performance aims to help companies become more effective in the market. Research in Tulungagung shows 

that good innovation contributes to competitive advantage. (Sugito & Kamaluddin, 2018).  

From the above research, the last hypothesis is: 

H7: Innovation has a significant impact on Competitive Performance 

Figure 1. Research Model 
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Source(s): Author (2023) 

3. RESEARCH METHOD 

The study on the influence of Dynamic Capability, Knowledge Management, Organizational Agility, 

and Innovation on the Competitive Performance of MSMEs in Batam during the Covid-19 pandemic utilized 

a quantitative method with respondent data collected through Google Forms. The researcher focuses on 

business owners of various ages as samples, aligning with the perspective of James and Cantillon, who argue 

that entrepreneurs possess the ability to enhance economic productivity (James & Cantillon, 1953). Given the 

significant size of the younger generation, the study also highlights Generation Z, who are both concerned 

about and mindful of environmental issues (Sugito & Kamaluddin, 2018). The data for this study were 

collected through a questionnaire distributed to business owners in Batam City based on respondent position 

criteria. Respondents were required to be over 18 years old and either own a business or hold a position above 

the supervisory level. The Google Form questionnaire was distributed from December 2023 to March 2023, 

targeting a minimum of 250 respondents. To ensure validity, 312 questionnaires were sent out. The 

questionnaire included 25 questions using a 5-point Likert scale (Hair et al., 2019). This study used SPSS and 

PLS software to analyze complex models and latent variables. PLS was particularly employed to detect 

measurement errors and model moderation effects without assuming data distribution. The use of VIF values, 

with the highest value being 2.4, helped reduce bias. Descriptive statistics in SPSS Version 25.2 were used to 

understand and interpret the research data. Data validation was conducted by ensuring a sufficient number of 

respondents and evaluating outer loading and AVE values. Reliability measurements with a value of ≥0.7 were 

considered reliable (Hair et al., 2019). 

4. RESULT AND DISCUSSIONS 

Characteristics of Respondent 

The result of 260 respondents who filled out and answered the questionnaire are explained based on the table 

below: 

Table 1. Characteristics of Respondents 

Description Category Total 

Respondents 

Percentage 

Gender Male 117 55%  
Female 143 45% 

Age 18-30 123 47.3%  
31-40 

41-50 

51-60 

>60 

124 

12 

1 

0 

47.7% 

4.6% 

0.4% 

0% 

Job Civil Servants 

Private Employee 

Entrepreneur 

Students 

4 

203 

52 

1 

1.5% 

78.1% 

20% 

0.4% 
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Income 

Range 

<Rp4.500.000 

IDR 4,500,000-IDR 10,000,000 

IDR 10,000,001-IDR 15,000,000 

IDR 15,000,001-IDR 20,000,000 

>Rp20.000.000  

0 

230 

25 

5 

0 

0%  

88.5% 

9.6% 

1.9% 

0% 

 Out of a total of 260 respondents who filled out and answered the questionnaire, the majority were male, 

totaling 117 individuals (55%), while the remaining 143 respondents (45%) were female. Based on age groups, 

most respondents were aged between 18–30 years, totaling 123 individuals (47.3%), and 31–40 years, totaling 

124 individuals (47.7%). Respondents aged 41–50 years accounted for 12 individuals (4.6%), while only 1 

respondent (0.4%) was aged 51–60 years, and there were no respondents over 60 years old. In terms of 

occupation, the majority of respondents were private employees, totaling 203 individuals (78.1%), followed 

by entrepreneurs with 52 individuals (20%), civil servants with 4 individuals (1.5%), and students with 1 

individual (0.4%). Regarding income range, most of the respondents had an income of IDR 4,500,000–IDR 

10,000,000, totaling 230 individuals (88.5%). Additionally, 25 respondents (9.6%) had an income between 

IDR 10,000,001–IDR 15,000,000, 5 respondents (1.9%) earned IDR 15,000,001–IDR 20,000,000, and there 

were no respondents with an income below IDR 4,500,000 or above IDR 20,000,000. 

Discriminant Validity Test 

 This principle is based on the concept that variable construct values should be able to provide a 

correlation value whose weight is greater compared to the construct indicator. The technique used in 

measuring the validity of this discrimination is the Fornel-Lacker Criterion as follows: 

Table 2. Fornell-Lacker Criterion 

Variable CP DC IN KM OA 

 

Competitive Performance 

Dynamic Capability 

Innovation 

Knowledge Management 

Organizational Agility  

 

0,710 

0,468 

0,311 

0,431 

0,358 

 

 

0.754 

0.571 

0.684 

0.490 

 

 

 

0.737 

0.552 

0.274 

 

 

 

 

0.720 

0.440 

 

 

 

 

 

0.719  
 

Another technique for testing discriminatory validity is to use the Fornell-Lacker Criterion. The AVE 

should be greater than the correlation of the constructs in the model. (Hair et al., 2019). The data in table 5 

states that all variable constructs meet these criteria, because each variable shows a correlation whose value is 

greater in the measurement of its own variable than in the relationship with other variables. 

 

Reliability Validity Test 

 Reliability refers to the evaluation of the ability of a measurement method to produce consistent and 

reliable data. In other words, this test is carried out to ensuring that the measuring instrument can provide 

consistent results repeatedly. Reliability was tested using Composite reliability, where a Composite reliability 

value of ≥ 0.7 indicates that the measurement instrument is considered reliable Reliability refers to the 

evaluation of the ability of a measurement method to produce consistent and reliable data. In other words, this 

test is carried out to ensuring that the measuring instrument can provide consistent results repeatedly. 

Reliability was tested using Composite reliability, where a Composite reliability value of ≥ 0.7 indicates that 

the measurement instrument is considered reliable. The analysis in Table 7 shows that the overall composite 

reliability value > 0.7, which indicates that all variables are reliable. Therefore, it can be concluded that all 
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instruments in this study have a high level of reliability. The analysis in Table 7 shows that the overall 

composite reliability value > 0.7, which indicates that all variables are reliable. Therefore, it can be concluded 

that all instruments in this study have a high level of reliability. 

Table 3. Realibility Statistics 

Variable Composite Reliability 

Competitive Performance 0.835 

Dynamic Capability 

Innovation 

Knowledge Management 

Organization Agility 

0.868 

0.855 

0.843 

0.842 

 

Inner Model 

The structural model, often referred to as the inner model, is a conceptual framework used to understand 

the cause-and-effect relationship between variables in a study. The main purpose of creating this model is to 

test the validity of the hypothesis proposed by the researcher. 

Path Coefficients 

Table 4. Path Coefficients 

Jalur T Statistic P Values Hypothesis Vulnerability 

DC -> CP 

DC -> OA 

IN -> CP 

KM -> CP 

KM -> DC 

KM -> IN 

OA -> CP 

2.72 

9.07 

0.43 

1.84 

15.45 

10.55 

2.14 

0.007 

0.000 

0.670 

0.066 

0.000 

0.000 

0.033 

H1 

H2 

H3 

H4 

H5 

H6 

H7 

Significant 

Significant 

Not Significant 

Not Significant 

Significant 

Significant 

Significant 

 

a. H1 Testing Findings 

Dynamic capability had a significant effect on competitive performance with a calculated T value of 2.715 

and a p-value of 0.007. With good adaptation to trends, technology, and the business environment, companies 

can achieve better competitive performance which states that dynamic capability has a significant effect on 

competitive performance Ferreira et al. (2020). Thus, the H1 hypothesis is accepted. 

b. H2 Testing Findings 

These finding show that dynamic capability has a significant influence on organizational agility. It is 

evident from the T value of 9.071 and the p value of 0.000. This indicates that the greater the Dynamic 

Capability that the company has, the more quickly the company will be able to respond to existing changes. 

This is in line with the findings of his research  Gyemang & Emeagwali (2020) which states that dynamic 

capability has a significant effect on organizational agility. Thus, the H2 hypothesis is accepted. 

c. H3 Testing Findings 

These finding show that Innovation does not have a significant influence on competitive performance. It 

is evident from the T value of 0.426 and the p value of 0.670. This indicates that Innovation cannot affect the 

company's Competitive Performance. This contradicts the findings of his research  Sultana et al., (2022) which 

states that innovation has a significant effect on competitive performance.  Thus, the H3 hypothesis was 

rejected. 
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d. H4 Testing Findings 

These findings show that knowledge management does not have a significant influence on competitive 

performance. It is evident from the T value of 1.841 and the p value of 0.066. This indicates that knowledge 

management skills cannot affect its Competitive Performance. This contradicts the findings of his research  

Rehman et al., (2022) which states that knowledge management has a significant effect on competitive 

performance.  Thus, the H4 hypothesis was rejected. 

e. H5 Testing Findings 

These findings show that knowledge management has a significant influence on dynamic capability. It is 

evident from the T value of 15,446 and the p value of 0.000. This indicates that the better the company's 

knowledge management capabilities, the more the company will achieve its Dynamic Capability in responding 

to existing changes. Kaur (2022) which states that knowledge management has a significant effect on dynamic 

capability. Thus, the H5 hypothesis is accepted. 

f. H6 Testing Findings 

These findings show that knowledge management has a significant influence on innovation. It is evident 

from the T value of 10,554 and the p value of 0.000. This indicates that the greater the Dynamic Capability 

that the company has, the more likely it will be to carry out Innovation. This is in line with the findings of his 

research  Migdadi (2020) which states that knowledge management has a significant effect on innovation. 

Thus, the H6 hypothesis was accepted. 

g. H7 Testing Findings 

These findings show that organizational agility has a significant influence on competitive performance. It 

is evident from the T value of 2.139 and the p value of 0.033. This indicates that the greater the company's 

ability to respond quickly, the better Competitive Performance they can achieve. This is in line with the 

findings of his research  Gyemang & Emeagwali (2020) which states that organizational agility has a 

significant effect on competitive performance. Thus, the H7 hypothesis was accepted. 

R-Square 

This test is intended to measure how well the model can explain its dependent variables. This is done by 

looking at the adjusted R Square, which is the value of the R Square that has been adjusted to the number of 

degrees of freedom in the calculation. The determination coefficient has a value range between 0 and 1. The 

closer the value is to 1, the stronger the influence (Hair et al., 2021). The results are stated as follows: 

Table 5. R-Square 

Variable R-Square Adjusted R-Square 

Competitive Performance 0.258 0.247 

Dynamic Capability 

Innovation 

Organization Agility 

0.468 

0.305 

0.240 

0.466 

0.302 

0.237 

 

Standarized Root Mean Residual (SRMR) 

This test is intended to assess the suitability of the correlation matrix in the model. A model is considered to 

match the data if the Standardized Root Mean Square Residual (SRMR) value obtained is less than 0.1 (Shi et 

al., 2018). The SRMR value is still above 0.1, so it is not optimal. The result has a sample mean of 0.127 and 

a presented percentage of 12.7%, while the Estimated Model shows a sample mean of 0.131 and a presented 

percentage of 13.1%.  
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Table 6. SRMR 

Variable Sample Mean (M) Presented % 

Saturated Model 0.127 12.7% 

Estimated Model  0.131 13.1% 

 

Quality Index 

This test is carried out to measure how good the quality of a research model that has been made by the 

researcher is. In this context, the researcher uses an index called the term goodness of fit (Hair et al., 2021). 

Goodness of fit is a comparison between the model that has been specifically described and the observed 

covariance matrix. The goodness of fit value is considered low if the value is more than 0.10, medium if it is 

more than 0.25, and high if it is more than 0.36. This study obtained a GoF value of 0.411, so the quality is 

categorized as high because it is above 0.36. 

𝐼𝑛𝑑𝑒𝑘𝑠 𝐺𝑜𝐹 =  √𝑅𝑎𝑡𝑎 − 𝑟𝑎𝑡𝑎 𝐴𝑉𝐸 𝑥 𝑅𝑎𝑡𝑎 − 𝑟𝑎𝑡𝑎 𝑅2 

 

      𝑅𝑎𝑡𝑎 − 𝑟𝑎𝑡𝑎 𝐴𝑉𝐸 =  
0.504+0.569+0.542+0.519+0.518 

5
 = 0.5304 

      𝑅𝑎𝑡𝑎 − 𝑟𝑎𝑡𝑎 𝑅2 =  
0.258+0.468+0.305+0.240 

4
 = 0.31775 

 

𝐼𝑛𝑑𝑒𝑘𝑠 𝐺𝑜𝐹 =  √0.5304 𝑥 0.31775 

       𝐼𝑛𝑑𝑒𝑘𝑠 𝐺𝑜𝐹 =  0.411 

 

5. CONCLUSION 

Dynamic Capability is an important factor in increasing a company's activities and their awareness of 

changes in the business environment. This study found that the company's Organizational Agility and 

Competitive Performance are related to Dynamic Capability. This research also identifies Organizational 

Agility, and Dynamic Capabilities as the main elements that can improve the Competitive Performance of 

micro, small, and medium companies. In addition, companies need to build positive relationships with 

suppliers to deal with the necessary changes. This study also reveals that Innovation and knowledge 

management is not significant related to competitive performance. The results of this study provide benefits 

for company officials in decision-making and strategy. In addition, this study also provides a standard for 

managers in communicating with stakeholders about the use and management of corporate knowledge 

management. Companies must also meet customer needs, evaluate internal procedures, and collaborate with 

corporate partners. 
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