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Abstract. This study aims to find out how to create competitive advantage through the use of 

information technology and the ability to absorb knowledge in MSMEs in the East Priangan area, 

West Java. In this research, the researcher uses a sequential mixed method where qualitative 

research is carried out first and then followed by quantitative research. A total of 120 MSME 

entrepreneurs were selected as respondents purposively and 3 people were used as resource 

persons (expert judgment method). Linear regression was used to analyze quantitative data. The 

results of the research show that qualitatively information technology plays a very important role 

for the sustainability of the business of MSME entrepreneurs in East Priangan, West Java. The 

ability to absorb knowledge (absorptive capacity) of MSME entrepreneurs has been sufficient. 

The competitive advantage of the East Priangan MSME managers is sufficient. The results of 

quantitative research show that the competitive advantage function of MSMEs in East Priangan 

can be improved through information technology and Absorption Capability, both 
simultaneously and partially.  

Keywords: Competitive advantage, absorptive capacity, information technology, MSME 

entrepreneurs. 

1.  Introduction 

One of the efforts that must be achieved by MSME entrepreneurs is to achieve competitive advantage 

in facing current business challenges in the business world environment with very tight competition. 

One indicator of achieving competitive advantage for companies is that they earn above the income of 

their competitors [1]. Nevertheless, the acquisition of competitive advantage is not only measured by 

using income. One other way to create a competitive advantage is to use information technology to 

support daily operational activities in the MSME business. 

Information technology plays a very important role for MSME entrepreneurs today due to the 

pandemic conditions that require them to focus more on selling their products online. In addition, by 

employing information technology connected to the Internet, sales can not only be carried out in the 

East Priangan regional area but can be carried out on a national and international scale. The role of 

information technology in the MSME business is not only limited to conducting online sales 

transactions, but can also support other operational activities, such as creating a database of products 

sold, existing customers, dynamic market conditions and financial management. 
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Besides mastering information technology, MSME entrepreneurs in East Priangan must also possess 

the ability to absorb high knowledge related to their type of business. Through this capability, 

entrepreneurs will be more sensitive to changes and current market demands for the products they sell. 

Furthermore, in this era where information has become a part of everyday life, mastery in absorbing and 

filtering knowledge will be very beneficial for entrepreneurs to develop their business. 

Based on the considerations above, the present authors conducted research in the MSME 

entrepreneur environment in the East Priangan region regarding the role of information technology and 

the ability to absorb the knowledge of the MSME entrepreneurs in gaining competitive advantage in 

their business. That is why this research is entitled "Creating Competitive Advantage of MSMEs through 

Utilization of Information Technology Functions and Ability to Absorb Knowledge in MSMEs in East 

Priangan".   

2.  Method 

Collins, E.et.al (2021) defines information technology as a system consisting of hardware, software, 

and related system components used by organizations to build a computer-based information system 

[2]. Information Technology is a combination of computers, networks, and software applications used 

to process data and distribute information [3]. Laudon & Laudon, (2012) provide an understanding of 

information technology as a shared technology resource that provides information functions for 

information system applications used by companies to process information and distribute information 

for decision making. 

In relation to business operational work, the opinion says that facing these challenges, organizational 

members must be able to place the role of information technology which functions to integrate and 

automate business activities in providing data or information that is used by managerial in making 

decisions [4]. Furthermore, information technology can also play a role in increasing productivity, 

profitability, and the quality of operations or organizational performance [5]. Information technology is 

a very important factor in the field of governance and organizational structure for application 

development. In addition, information technology can improve competitive advantage and 

organizational performance. Furthermore, it is said that information technology can solve a problem, 

open creativity, increase effectiveness and efficiency in doing work. So it can be said because of the 

need for problem solving, opening up human creativity and efficiency in doing work, being the cause or 

reference for the creation of information technology. 

According to Van den Bosch et. al. (2017) the ability to absorb knowledge is a method by which an 

organization processes new information and translates it for its own commercial purposes [6]. The 

importance of this ability is that the company will be able to identify, assimilate, change knowledge, 

and process information at the company level or at the individual level [7] which in turn can affect 

performance. Knowledge absorption is an exploratory, transformative and exploitative learning process 

in which exploratory learning includes a) recognition and assimilation; b) transformative learning 

consists of maintaining and activating knowledge, and c) exploitative learning is the application of new 

knowledge [8]. The ability to absorb knowledge for an enterprise organization is used to identify, 

assimilate, transform, and apply valuable external knowledge that will ultimately support business 

success. Modern information technology plays an important role in the development and maintenance 

of knowledge absorption for a company [9]. The ability to absorb knowledge has four dimensions, 

namely acquisition, assimilation, transformation and exploitation which are useful for innovating for the 

company [10]. 

In line to that, Porter (1985) as quoted by Marcy Martin (2021) states that competitive advantage is 

the value a company can create for their customers in excess of the costs for which the company creates 

the product [11]. He further said that competitive advantage is the core of the company's performance 

in a competitive market. Competitive advantage is the advantage or dominance of a particular party 

when the other party does not have what is owned by the party that dominates it. Domination can be in 

the form of things that are visible to the naked eye or can be observed directly, or things that cannot be 

observed directly. Another definition states that competitive advantage is the advantage achieved by a 
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particular organization when the organization can acquire or develop certain attributes that allow the 

company to show better performance than other organizations. This attribute can be in the form of access 

to natural resources or new technology that can ultimately make the organization superior compared to 

other organizations [12]. 

In conclusion, to create a competitive advantage, there are four business strategies that can be used.  

The four business strategies are differentiation strategy, cost leadership, differentiation focus strategy 

and cost focus [13]. The four business strategies can be described as follows:  

 
Figure 1. Four Business Strategies (modification from porter) 

 

Two business strategies, namely differentiation strategy and cost leadership, seek competitive 

advantage in a wide range of markets or industry segments; while differentiation focus and cost focus 

are being adopted in a narrow market or industry. To make it clearer below, we will discuss these four 

business strategies one by one. 

Differentiation Strategy: This strategy involves selecting one or more criteria used by buyers in a given 

market and then uniquely positioning the business to meet those criteria. This strategy is usually 

associated with charging a premium price for a particular product, reflecting the high production costs 

and extra value-added features provided to the customer. This differentiation relates to charging a 

premium price that can cover additional production costs and gives customers a clear reason to prefer 

the product over others, which do not have a difference.  

Cost Leadership Strategy: This strategy aims to be the lowest cost producer in the industry. Almost 

all market segments in the industry emphasize minimal costs. If the selling price achieved is at least the 

same as or close to the average for the market, then the producer with the lowest cost in theory will 

enjoy the highest profit. This strategy is usually associated with large-scale businesses that offer standard 
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products with relatively very little differentiation but are acceptable to the majority of customers. 

Sometimes, leading businesses that adopt this strategy will discount their products to maximize sales, 

especially if this policy has a significant cost advantage over the competition and can increase market 

share at the same time. 

Differentiation Focus Strategy: In this strategy, the business organization aims to make 

differentiation in only one or a small group of targeted market segments. Specific customer needs in a 

particular segment mean there will be opportunities to provide products that are clearly different from 

those of its business competitors who might target a larger customer group. An important issue for any 

business adopting this strategy is to ensure that customers really have different needs and wants, in other 

words there is a valid basis for differentiation, and competitors' products are not currently able to meet 

those needs. 

Cost Focus Strategy: Businesses adopting this strategy seek lower cost advantages in a small group of 

specific market segments. The product is a basic product, the product can be similar to the product made 

by the company that has the largest market segment with a higher price but can be accepted by existing 

customers. The strategy to arrive at the goal, namely the creation of competitive advantage can be 

explained as follows:  

 
Figure 2. Implementation of Competitive Advantage Strategies 

(Source: modification fromi West 2016)  
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The strategy to create a competitive advantage begins with the following steps: 

• Create a blueprint for the strategy to be executed. Marketing strategy by doing analysis and 

perspective 

• Conducting environmental and internal analysis by seeking and obtaining market information and 

intelligence that will be used as input for formulating strategies 

• Make decisions, make choices and eliminate marketing strategy mistakes. In this process, the 

strategy is carried out in making market segmentation, determining the target market, placing the 

position, determining the strategy to create a brand, and making a relationship strategy and its 

sustainability. 

• The next step is to develop a product innovation and development strategy, a service marketing 

strategy, to determine pricing and distribution, to formulate marketing communications, to develop an 

e-marketing strategy, and to establish a social and ethical strategy. 

• The final step is the implementation, control and measurement of strategy 

This study uses a mixed method of quantitative and qualitative sequential model where the 

quantitative approach is used as a sub-ordinate of the more dominant qualitative approach. This is done 

by conducting qualitative research first followed by quantitative research. Qualitative components are 

preferred and used to produce specific theories or theory constructs. While the quantitative component 

is used as a supporting tool to test the ideas generated from the qualitative component. Quantitative data 

helps in interpreting qualitative findings to: 1) examine aspects of theory that emerge suddenly when 

research is carried out; 2) generalize the qualitative findings into different samples; and 3) validate a 

certain set of survey items. This model was developed by Shrelene Hesse in 2010 [14].  

This model can be described as follows  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

While the quantitative analysis procedure uses multiple linear regression in order to calculate the effect 

of information technology function and the ability to absorb knowledge on competitive advantage 

simultaneously and partially [15]. A total of 120 MSME managers were used as respondents who were 

selected purposively and three resource persons were selected by using an expert judgment method. 
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The relationship model between variables is as follows:  

 

 

 

 

 

 

 

 

 

 

 

Where: 

• X1: Information Technology Function 

• X2: Knowledge Absorption Ability 

     •         Y  : Competitive Advantage 

 

First hypothesis : The effect of the independent variable Information Technology and Knowledge 

Absorption Ability on the Competitive Advantage dependent variable 

H0: Information technology and Knowledge Absorption Ability have no significant effect on 

competitive advantage 

H1: Information technology and Knowledge Absorption Ability significantly affect competitive 

advantage 

 

Second hypothesis: The influence of the independent variable Information Technology on the 

Competitive Advantage dependent variable 

H0: Information technology does not significantly affect competitive advantage  

H1: Information technology significantly influences competitive advantage 

 

Third hypothesis: The influence of the independent variable Knowledge Absorption Ability on the 

Competitive Advantage dependent variable  

H0: Knowledge Absorption Ability does not significantly affect competitive advantage  

H1: Knowledge Absorption Ability significantly affects competitive advantage 

 

 

3.  Results and Discussion  

3.1.  Qualitative Research Findings 

The Role of Information Technology Functions 

The existence of information technology currently plays a very important role for business 

sustainability, especially during the current covid-19 pandemic. MSME entrepreneurs in East Priangan, 

West Java are quite aware of the important function of information technology, because there are also 

many MSMEs in the region that have international market segments. Furthermore, it is known that 

information technology has become one of the strengths for all MSMEs in the East Priangan area so that 

they can create competitive advantages in the East Priangan area. Changes that occur in the current 4.0 

era have resulted in MSMEs having to be able to make changes to their business processes by changing 

services that were previously conventional to digital. In conclusion, the MSME managers in the East 

Priangan region must continue to work hard to continue to be able to compete nationally and even 
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internationally by increasingly maximizing the function of information technology they use to support 

their business. 

Ability to Absorb Knowledge 

From the results of qualitative research, it was found that the ability to absorb knowledge (absorptive 

capacity) of MSME entrepreneurs in East Priangan was sufficient. It has been proven that so far, MSMEs 

in this region have continued to grow. Business actors have been able to combine their knowledge with 

their understanding and experience that can be applied in various business activities. It is evident that 

currently SMEs in East Priangan continue to grow even though they are not yet maximized.  

Competitive Advantage 

From the results of qualitative research, it is also known that the competitive advantage of the East 

Priangan MSME managers is sufficient. This is evident because on average they have earned above the 

average of their competitors who run businesses in the same field as them. Even some of them have 

managed to outperform their competitors. 

3.2.  Quantitative Research Findings  

Feasibility of Regression Model 

In this research, the validity and reliability are in accordance with the provisions with the Pearson 

correlation coefficient above 0.3 for all questions and Cronbach's Alpha value > 0.7. The data used in 

this research is normally distributed with a significance value of 0.085 > 0.05 for the Information 

Technology variable; of 0.079 > 0.05 for Knowledge Absorption Ability and 0.094 > 0.05 for 

Competitive Advantage. 

 

Coefficient of Determination  

Coefficient of Determination or R2 Value : The effect of the independent variable Information 

Technology and Knowledge Absorption Ability on the dependent variable Competitive Advantage. 

The value of R2 for the relationship between the Information Technology and Knowledge Absorption 

Ability variable and the Competitive Advantage variable is 0.88 or 88% which means 88% of the 

Competitive Advantage variability can be explained by using the Information Technology and 

Knowledge Absorption Ability variable or in other words the magnitude of the effect of the variables of 

Information Technology and Knowledge Absorption Ability to Competitive Advantage are as much as 

88% and the remaining 22% is influenced by other factors outside the model in this research. 

 

Hypothesis test 

First hypothesis: The effect of the independent variable of Information Technology and Knowledge 

Absorption Ability on the Competitive Advantage dependent variable 

 

H0: Information Technology and Knowledge Absorption Ability do not significantly affect Competitive 

Advantage  

H1: Information Technology and Knowledge Absorption Ability significantly affect Competitive 

Advantage 

 

Hypothesis Testing Criteria 

If the significance value < 0.05; H0 is rejected and H1 is accepted 

If the significance value > 0.05; H0 is accepted and H1 is rejected 

 

Decision-making 

Based on the calculation results obtained a significance value of 0.013 < 0.05; then H0 is rejected and 

H1 is accepted. This means that Information Technology and Knowledge Absorption Capability 

significantly affect Competitive Advantage. Thus the linear regression model made is correct. 
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Second hypothesis: The influence of the independent variable of Information Technology on the 

Competitive Advantage dependent variable  

 

H0: Information Technology does not significantly affect Competitive Advantage  

H1: Information Technology significantly influences Competitive Advantage 

 

Based on the calculation results obtained a significance value of 0.03 <0.05; then H0 is rejected and H1 

is accepted. This means that Information Technology has a significant effect on Competitive Advantage 

and the magnitude of the effect is 0.84, which means that the value of the Competitive Advantage 

variable increases when the value of Information Technology increases by one unit. 

 

Third hypothesis: The influence of the independent variable of Knowledge Absorption Ability on the 

Competitive Advantage dependent variable  

 

H0: Knowledge Absorption Ability does not significantly affect Competitive Advantage  

H1: Knowledge Absorption Ability significantly affects Competitive Advantage 

 

Based on the calculation results obtained a significance value of 0.01 <0.05; then H0 is rejected and H1 

is accepted. This means that Knowledge Absorption Ability has a significant effect on Competitive 

Advantage and the magnitude of the effect is 0.68, which means that the value of the Competitive 

Advantage variable increases by one unit.  

 

3.3.  Discussion  

Based on the results of qualitative and quantitative research, it is known that the use of information 

technology is good among MSME entrepreneurs in the East Priangan area. It is also proven that 

quantitatively information technology has a positive and significant effect on competitive advantage. 

Associated with the ability to absorb knowledge, the mastery of MSMEs in the East Priangan region 

have also practiced well. It is also proven quantitatively that the ability to absorb knowledge has a 

positive and significant impact on competitive advantage. 

Furthermore, quantitatively it was found that simultaneously information technology and the ability to 

absorb knowledge have a positive and significant impact on competitive advantage. This finding 

strengthens the findings from qualitative research where the role of information technology in 

supporting MSME businesses is in the positive category and the ability to absorb knowledge among 

MSME entrepreneurs in the East Priangan region has also reached a sufficient category. Thus, the results 

of quantitative and qualitative research can be concluded in the following table.  

 

 Qualitative Research 

Results 

Quantitative 

Research Results 

Information 

The role of 

information 

technology 

Good category Significantly affect 

competitive 

advantage 

Quantitative research 

results support 

qualitative research 

results 

Ability to absorb 

knowledge 

Good category Significantly affect 

competitive 

advantage 

Quantitative research 

results support 

qualitative research 

results 
Table 3.1. Qualitative and Quantitative Research Results 
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Thus the research findings are in accordance with the theory put forward by Laudon & Laudon, (2012) 

which defines information technology as a shared technology resource that provides information 

functions for information system applications used by companies to process information and distribute 

it for use as a means of business decision making to improve company performance [16]. The research 

results are also in accordance with what was stated by Zahra & George which said that the ability to 

absorb knowledge has four dimensions, namely 1) acquisition, 2) assimilation, 3) transformation and 4) 

exploitation which can be identified in the form of dynamic capabilities. Company to gain and/or 

maintain a competitive advantage in business [17].  

4.  Conclusion 

Based on the discussion above, the writer concludes as follows: First, information technology plays a 

very important role for the business sustainability of MSME entrepreneurs in East Priangan, West Java. 

Second, the ability to absorb knowledge (absorptive capacity) of MSME entrepreneurs in East Priangan, 

the ability to absorb knowledge has gone well. Third, the competitive advantage of the East Priangan 

MSME managers has been well achieved. Fourth, information technology and knowledge absorption 

capability simultaneously have a positive and significant impact on Competitive Advantage. Fifth, 

information technology has a positive and significant impact on competitive advantage. Sixth, 

knowledge absorption ability has a positive and significant effect on competitive advantage.  
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