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ABSTRACT

The purpose of this study is to find out how to increase
competitive advantage through the Business Environment, Supply
Chain Management, and Quality Management in small and medium
businesses in Buleleng Regency by using a quantitative approach. This
research is explanatory in the form of causality between variables. In
this study examines the causal relationship between the business
environment, quality management, supply chain management, and the
competitive advantage of Small Business Retail in Buleleng regency.
Data collection used in this study used a questionnaire method. The
sampling technique is done by using purposive sampling technique. The
results showed the business environment, Supply Chain Management,
and quality management had a positive effect on competitive
advantage.
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1. Introduction

The rapid development of technology has an impact on the business world, especially in the retail
business, the development of retail businesses in several cities in Indonesia makes competition tighter.
This needs to be examined and addressed so that the business world can continue to improve. Every
business must have its own advantages to be able to compete and survive in business competition. In
order for a business to win a competition, a company or business itself must have an advantage so that the
business can have competitiveness and increase its competitive advantage with other companies or
similar businesses. The existence of these advantages, it is expected that a business can survive and
develop in the future. Increasing competition in the retail world causes company management to be more
careful in choosing competitive strategies to be used. Companies are always looking for creative ideas to
increase sales and fill the needs of their customers (Makmun, 2008).

Retail is all business activity which is done to sell goods or services directly to end consumers
(Kotler, 1995). In addition, retail also connects the last users with sellers who provide merchandise.
Competitive advantage can be enhanced through Supply Chain Management (SCM) practices and good
relations with suppliers (Porter, 1985). Suppliers have a value chain that creates and communicates input
that is bought and used in the company’s value chain. Value chain activities are their own building blocks
of competitive advantage. In the SCM literature, the role and performance of SCM in creating competitive
advantage is undeniable (Ellinger. et al, 2000).

The relationship between suppliers, customers, and the company itself, must be managed properly
so that the operations of a company can run smoothly and sustainably, a good and long-term relationship
with suppliers and customers, and so that product distribution from upstream to downstream in time to
last user. Rahmasari (2011) in her research stated that SCM had a positive and significant effect on the
company’s operational performance. To improve the company’s operational performance, it is also
necessary to have an SCM strategy implemented. If the SCM strategy is applied to the company it can
improve the operational performance of a company.

Environmental factors play an important role for companies, especially in the creation and
improvement of the company’s competitive advantage. The change in the environment both internal and
external require a company to be able to adapt to these changes so that the company can survive in
business competition. Meanwhile, planning is a tool for adaptation and is also a determining factor for the
company’s operational performance so it is expected to create a competitive advantage. To determine the
company’s operational performance, a performance evaluation is carried out. Thus a success or failure in a
company’s operational performance is inseparable from the influence of the business environment
(Erwin, 1994). Phillips (2000) shows a positive result between strategic planning and performance that
results in competitive advantage.

Environmental dimensions include environmental munificence, environmental dynamism, and
environmental complexity. Environmental munificence is the level of environmental support for the
growth of the organization that is in it. Munificence is often measured on three conceptually scales namely
the cost of producing, the availability of labor, and the level of competition. Environmental dynamism
represents environmental conditions that are unpredictable (Ward et al, 1995). A dynamic environment is
characterized by rapid and continuous changes in the environment in terms of demand, competitors,
technology, and regulations such as inaccurate, unavailable, and outdated information. Whereas
environmental complexity refers to the homogeneity of heterogeneity and concentration-dispersion from
the environment that requires different production requirements for different market segments and
levels of competition.

From the mastery of the company’s business environment factors can identify the strengths and
weaknesses owned, in other words the company will be able to achieve the goals set when the company’s
strengths exceed the weaknesses that are also able to turn weaknesses into strengths. The intended
purpose is to optimize the practice of SCM (Jatmiko, 2004).

Applying good quality management can create competitive advantage. There are several concepts
to improve quality management including the concept of TQM (Total Quality Management) in
manufacturing companies, Six Sigma, and QMS (Quality Management Service) in service companies, and so
forth. But in essence, all of them are the same. To reduce the level of disability so as to achieve perfect
quality products. The results of quality management in the form of a good product can bring benefits to
companies that come from higher sales revenue and lower costs, where the combination of the two results
in profitability and company growth (Nasution, 2005). The company’s goal in implementing quality
management is to build success through differentiating products and services, low cost (efficient), and
responding to market and consumer tastes (Tampubolon, 2004). According to Heizer (2004), building
quality is a way to create profitability for companies.
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The development of modern and traditional retails have led to fierce competition between
traditional retails and modern retails, as we know that traditional retails are increasing every day as well
as modern retails. Based on BPS data in Table PT. Indomarco Prismatama from 2011 to 2017 continued to
increase so that until 2017 it was recorded as 21 units spread across Buleleng regency, then followed by
PT. Sumber Alfaria Trijaya, which was recorded in 2011 as many as 2 units and in 2017 increased to 25
units in Buleleng regency. This phenomenon makes this kind of traditional retail store threatened with
bankruptcy.

Criteria for small business according to M. Tohar in his book Making Small Business (1999: 2)
criteria for small and medium businesses from various aspects are as follows: Based on the total assets of
small entrepreneurs are entrepreneurs who have a net worth of at most Rp 200,000,000 excluding land
and buildings place to open a business; Based on total sales. Small-scale entrepreneurs are entrepreneurs
who have a total net sales / year of at most Rp 1,000,000,000. Based on ownership status, small
entrepreneurs are businesses in the form of individuals that can be incorporated or not incorporated,
including cooperatives.

Small business retail is one of the important factors in supporting the regional economy. Evidenced
by the category of the Development of the Role of the Wholesale and Retail Trade category of the Buleleng
District’'s PDRB whose value reached 11.02% in 2017. The retail trade category is the third largest
contributor to the economy in Buleleng District in general (BPS, 2017). In addition to helping with the
formation of PDRB, small business also play a role in reducing the number of unemployed in Indonesia
through increasing employment absorption each year (Stefani et al, 2014). Seeing this, small business
retail are expected to have a competitive advantage in order to be able to survive and also thrive in the
retail business.

In BPS of Buleleng Regency, small business is divided into three, namely, mini stalls, shops and
stores. In this study, researchers only examined one store, from year to year, the number of retail shops in
Buleleng regency always increased or increased. The number of stores increased from 2012-2017
according to BPS in Buleleng regency. Although it continues to develop, its management tends to be still
traditional, such as in terms of the layout of goods where in traditional retail stores the position of each
item is randomly arranged according to the type of product, when viewed from payments to traditional
retailers it still uses a calculator as a calculator, not using a card credit or ATM.

Seen from the perspective of existing theory and reality, there is a gap between theory and reality
in this case traditional small business retail especially those in Buleleng District, even though traditional
small business retail are also increasing in number but traditional small business retail are still
experiencing a decrease in income due to the emergence and the development of modern retail in
Buleleng District and the weak competitive advantage of traditional small business retail in Buleleng
District so that they are unable to compete in competition. Seeing this, to be able to survive and develop,
traditional small business retail, especially in the area of the Buleleng District must increase their
competitive advantage by seeing, observing, and further researching the things that play a role in efforts
to improve the business environment, SCM, and quality management.

The hypotheses contained in this study are:

H1: Business environment has a positive effect on supply chain management.
H2: Business environment has a positive influence on quality management.
H3: Business environment has a positive effect on competitive advantage.
H4: Supply chain management has a positive effect on competitive advantage.
H5: Quality management has a positive effect on competitive advantage.

2. Methods

The population in this study are all traditional business retail in the Buleleng District, which until
the end of 2016 amounted to 3,104 units (BPS, 2016). The sample in this study are some traditional small
business retail in Buleleng District. The sample taken of the study were 40 respondents. This refers to
Rascow’s theory which determines sample size by means of the number of variables multiplied by 10,
then 4 (variables) x 10 = 40 respondents (Sekaran 2015). The sampling technique is done by using
purposive sampling technique, which is the technique of determining the sample with certain
considerations (Sugiyono, 2002), namely with the following criteria: 1) Self-owned of small business
retail, 2) Small Business Retail independently managed, and 3)Small business retail which includes
convenience stores (mini supermarket retail).

Data collection techniques in this study is using a closed questionnaire, which is an alternative
answer predetermined by researcher. The analysis technique used in this study is a variance-based
Structural Equation Modeling (SEM), which is famously called Partial Least Square (PLS). PLS uses a three-
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stage literacy process and each stage of literacy produces estimates. The first stage produces weight
estimates, the second stage produces estimates for the inner model and outer model, and the third stage
produces estimates of means and locations (constants). The evaluation of the PLS model is based on the
measurement of predictions that have non-parametric properties. Therefore, the PLS evaluation model is
carried out by assessing the outer model and the inner model.

3. Result and Discussion

This study uses SEM analysis techniques with the Generalized Component Analysis (GeSCA)
method. Testing with this analysis technique is carried out in three stages. The first stage is the
measurement of overall goodness of fit model with FIT, AFIT, GFI and SRMR tests. Goodness of fit test
results can be seen in Table 1.

Table 1. Goodness of Fit

Fit Model Result Conclusion
FIT >50% 57,6% Fit
AFIT >0,5 0,549 Fit
GFI >0,9 0,993 Fit
SRMR Close to Zero 0,135 Fit

Based on the results of the model tests in table 1 shows that this research model meets the fourth
criteria overall model fit size. The second stage is the evaluation of the measurement model (outer model),
namely the test of the validity of the indicator by looking at convergent validity and for the reliability test
by looking at the value of composite reliability. Following are the results of testing the measurement
models in table 2.

Table 2. Outer Model

Variable Estimate SE CR

Business Environment AVE =0.599, D.G. Rho = 0.856

BE1 0.865 0.057 15.081
BE2 0.772 0.082 9.384
BE3 0.752 0.105 7.131
BE4 0.697 0.168 4.143
Quality Management AVE =0.965, D.G. Rho =0.993

QM1 0.986 0.005 184.312
QM2 0.983 0.007 147.176
QM3 0.974 0.012 83.365
QM4 0.989 0.004 229.808
Supply Chain Management AVE = 0.560, D.G. Rho =0.864

SCM1 0.813 0.096 8.502
SCM2 0.681 0.116 5.890
SCM3 0.752 0.081 9.245
SCM4 0.722 0.118 6.142
SCM5 0.767 0.073 10.464
Competitive Advantage AVE =0.573, D.G. Rho =0.841

CA1l 0.607 0.238 2.553
CA2 0.847 0.088 9.585
CA3 0.754 0.105 7.188
CA4 0.799 0.096 8.324

According to table 2, the convergent validity test results show that the loading factor of all construct
indicators is above the criteria 0.5 and the CR value is significant above 1.96 at the 5% significance level.
The reliability test shows that the AVE value of all constructs is above the criteria 0.5 and composite
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reliability (D.G. rho) is above the criteria 0.7. It can be concluded that all constructs are valid and reliable.
The third stage is evaluating the inner model (structural model) by looking at the coefficient of
determination R-square (R2). Following are the results of the analysis of the coefficient of determination
in table 3.

Table. 3 R square and coefficient of Determination

Variable R square Coefficient of Determination
QM 0.0299 2,99%
SCM 0.167 16,7%
CA 0.153 15,3%

Based on the analysis of the coefficient of determination in Table 3 shows the coefficient of
determination of quality management (QM) of 2.99.4%, which means that the level of variability of
business environment variables based on tri hita karana is 2.99%. Next the level of variability in the
variable integrated quality management (SCM) which can be explained by the business environment is
16.7%. Furthermore, the variability of competitive advantage (CA) that can be explained by the business
environment, quality management and supply chain management is 15.3%, while the rest is influenced by
other variables at 84.7.6% which are not included in this study.

Hypothesis testing is done through structural model testing by looking at the significance of the
path coefficient (CR value) of each influence between constructs. The influence between constructs is
significant if the CR value is greater than the t-table value of 1.96 at the 5% significance level. The results
of hypothesis testing are shown in table 4. Based on the results of the test of the influence of constructs as
in table 4 shows that all hypotheses are accepted. The relationship of influence between constructs is only
one that is declared significant, namely, the business environment has a significant effect on supply chain
management.

Table 4. Hypothesis Test and Path Coefficient

Path Model Estimate CR Conclusion
BE->QM 0.173 1.093 Accepted
BE->SCM 0.408 2.918 Accepted
BE->CA 0.011 0.060 Accepted
QM->CA 0.133 0.608 Accepted
SCM->CA 0.329 1.400 Accepted

Based on the results of statistical calculations, it can be concluded that the construct of the business
environment has a positive effect on the SCM construct, thus, the 1st hypothesis in this study is accepted. If
a company is in the right and strategic environment, it will have an impact on optimizing SCM, where SCM
itself is a chain that includes suppliers, manufactures, warehousing, transportation, distribution, retail,
and up to the hands of consumers. Echdar (2018) states that there is a positive and significant effect of
location on the performance of retail small businesses in Makassar City. The results of the test of the
influence of the business environment on quality management are the same as the research conducted by
Faysollahi, et.all (2013) which concludes that the business environment influences quality management
and there is a positive relationship between the business environment and quality management, in other
words the 2nd hypothesis is accepted.

The business environment has a significant positive effect on the construct of competitive advantage
directly. Thus, the 3rd hypothesis in this study was accepted. Setyowati (2015) in her research showed that
the external environment and internal environment influence competitive advantage. Handriyani (2011)
also stated in her research that there is a positive influence between external factors, on the competitive
advantage of SMEs in Semarang Regency. Indicators of the business environment are business costs, labor
availability, level of competition, and market dynamism. If this can be managed properly, the competitive
advantage of a traditional retail SME in Buleleng District will increase too.

The SCM construct has a positive effect on competitive advantage. Thus, the 4th hypothesis in this
study was accepted. A good application of SCM in a Traditional Small Business Retail company in Buleleng
District will be able to increase the competitive advantage of the company. The construct of quality
management on competitive advantage shows a positive effect so that the 5% hypothesis is accepted,
previous research (Elshaer & Augustyn 2015) concluded that there is a significant relationship between
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quality management and competitive advantage in other words the ability of Small Businesses to create
quality output can create competitive advantage

4. Conclusion

Based on the results of the study it can be concluded that 1) The Business Environment has a
positive effect on supply chain management; 2) Business environment has a positive influence on quality
management; 3) Business environment has a positive effect on competitive advantage; 4) Supply chain
management has a positive effect on competitive advantage; 5) Quality management has a positive effect
on competitive advantage. The attention of Traditional Small Business Retail to the Business Environment,
SCM, and Quality Management factors which are still low makes retailer unable to compete in their
business with other competitors. It is expected that retailer will pay more attention to these three factors
so that in the future Traditional Small Business Retail, especially in Buleleng District can have superior
value or competitive advantage, because there have been many studies which state that these three
factors greatly influence the efforts to create and increase the competitive advantage of a company.
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