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 The purpose of this study is to analyze the effect of supply chain management on competitive 
advantage in SMEs, the effect of competitive advantage on company performance in SMEs, and 
the influence of supply chain management on company performance mediated by competitive 
advantage in SMEs. This study uses quantitative methods and data analysis techniques based on 
Structural Equation Modeling using SmartPLS 3.0 software. The sample selection method uses 
non-probability sampling methods. Online questionnaires were sent to 340 SMEs respondents, the 
next step is to evaluate the returned 320 questionnaires. The results indicate that supply chain 
management had a significant influence on company performance and competitive advantage. 
Competitive Advantage also had a significant influence on company performance and played a 
mediate influence between supply chain management and company performance. The company's 
ability had a positive effect on competitive advantage and finally, adequate company capabilities 
had an impact on competitive advantage. 
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1. Introduction 

 
In the digital era and the Industrial revolution 4.0, the increasingly rapid economic development in Indonesia makes 
competition between companies increasingly tight. The current competitive conditions show very fast changes, starting from 
technological advances, globalization of trade, and the stability of the world's political economy. According to Afonso et al. 
(2015) and Rudyanto et al. (2020) the competition that occurs today is not only domestic but also occurs between companies 
from various countries. The increasingly fierce business competition between companies encourages companies to produce 
the best performance. Companies must be able to create a competitive advantage to generate economic value for the company 
that is better than competitors. According to Hamisi et al. (2011) companies need to implement supply chain management 
optimally. The application of supply chain management can reduce the effects of competition in the market because supply 
chain management can generate a company's competitive advantage. Companies can achieve competitive advantage by 
performing optimal and good supply chain management. The company produces better performance than competitors because 
supply chain management can minimize the overall cost of meeting and serving consumer needs. Supply chain management 
is all parties involved, either directly or indirectly, in fulfilling customer orders and requests. All parties involved not only 
consist of producers or suppliers, but also involve distributors, storage places, sellers, and consumers. According to Dossou 
et al. (2018) and Hamisi et al. (2011), the application of supply chain management is very necessary for companies to improve 
industrial competitiveness which has an impact on company performance. Companies need to consider supply chain issues 
to ensure that supply chain management supports the company's strategy. The company's strategy is used in the development 
of the company's operations to compete and dominate the existing position in the market. The company's competitive 
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advantage strategy is expected to be able to maintain its competitive position in the face of competitors and can improve the 
company's performance in accordance with the target. According to Dossou et al. (2018) and Hamisi et al. (2011), industrial 
companies in this era of globalization are able to make a positive business contribution to trade in Indonesia through unique 
and innovative products, positive in trade in Indonesia through unique and innovative products. The growth of SMEs has 
resulted in increasingly fierce competition so that SMEs must develop to face globalization and an increasingly competitive 
business environment. According to Colin et al. (2015) and Hamisi et al. (2011), SMEs need to carry out optimal supply 
chain management to improve their performance. The importance of raising this theme is so that SME owners and managers 
can survive in the face of increasingly fierce business competition, it is hoped that with improved supply chain management 
and competitive advantages applied in developing process performance to improve the survival of SMEs. 
 
According to Afonso et al. (2015) and Arend et al. (2005), supply chain management is the coordination of the entire supply 
chain activity, starting from raw materials and ending with satisfied customers. Supply chain management includes suppliers, 
manufacturing companies or service providers, distributor companies, wholesalers or retailers who deliver products or 
services to end consumers. Supply chain management is a set of approaches to streamline the integration of suppliers, 
manufacturers, warehouses and shops, so that goods are produced and distributed in the right amount of time, at the right 
time and in the right location to minimize costs and provide service satisfaction to consumers. According to Behrouzi et al. 
(2011) and Çalipinar et al. (2007), supply chain management is the relationship management from upstream to downstream 
or from suppliers to consumers to provide more value to customers and reduce supply chain costs. Competitive advantage is 
the company's ability to meet customer needs effectively and efficiently with products or services that have more value or at 
a lower cost. The ability of a company to achieve economic benefits above the profits that can be achieved by competitors in 
the market in the same industry. Companies that have competitive advantages always can understand changes in market 
structure and are able to choose effective marketing strategies. Competitive strategy is intended to maintain the level of 
advantage and position when facing competition. According to Hamisi et al. (2011) company performance is a display of the 
complete state of the company during a certain period, is a result or achievement that is influenced by the company's 
operational activities in utilizing its resources. Performance is a general term used for part or all the actions or activities of 
an organization in a period with reference to standard amounts such as past or projected costs, on the basis of efficiency, 
accountability or management accountability and the like. Performance is the ability to work as indicated by the results of 
work. Dossou et al. (2018), Hamisi et al. (2011) put forward the definition of performance as follows: “Performance is: the 
process or manner of performing, a notable action or achievement, the performing of a player other entertainment”. Company 
performance is something that is produced by a company in a certain period with reference to the standards set. Company 
performance should be a measurable result and describe the empirical condition of a company of various agreed sizes. 
According to Dossou et al. (2018), Hamisi et al. (2011) company performance refers to how well a company is market-
oriented and its financial goals. Based on the background and considering the importance of the influence of supply chain 
management on the competitive advantage and performance of SME companies, the formulation of the research problem 
includes the influence of supply chain management on company performance in SMEs, the effect of supply chain 
management on competitive advantage in SMEs, the effect of competitive advantage on performance companies in SMEs, 
the influence of supply chain management on company performance mediated by competitive advantage in SMEs 
 
2. Hypothesis Development 
 
Previous research identified that various dimensions in supply chain management such as strategic supplier partnerships, 
information quality, and customer relations have an influence on several aspects of company performance. Effective and 
optimal supply chain management can increase productivity, market share and customer growth. Hafeez et al. (2010), Khan 
et al. (2014) and Prahiawan et al. (2021) stated that effective supply chain management has the potential to improve company 
performance by using five supply chain dimensions, namely supplier relationship, customer relationship, level of information 
sharing, level of information and postponement. According to Hafeez et al. (2010), Khan et al. (2014) implementation of 
good supply chain management will be able to improve company performance. Research on companies in Surabaya shows 
that many companies pay less attention to aspects of supply chain management in terms of strategic partnerships for 
continuous improvement involving suppliers. According to Malesios et al. (2020), Mofokeng et al. (2019) and Purba et al. 
(2021) the company should make continuous improvements on a regular basis with suppliers so that the quality and quality 
produced by the supplier. The quality and quality produced by the supplier affects the company in its performance both in 
production and sales. From the description above, the researchers formulated the following hypothesis: 
 
H1: Supply chain management has a significant influence on company performance. 
 
Malesios et al. (2020) and Mofokeng et al. (2019) in his research concluded that effective supply chain management has a 
positive and significant effect on competitive advantage. Effective supply chain management is influenced by product 
development, supplier relationship strategy, planning and control, production and distribution, information quality, and 
purchasing. The studies of Khalil et al. (2019), Kumar et al. (2019) state that effective supply chain management has the 
potential to increase competitive advantage. It is proven by integrated supply chain management starting from relationships 
with suppliers and customers, delays and quality can maintain and strengthen its competitiveness in winning the competition 
in the market. 
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The research of Kot et al. (2020), Mabrouk et al. (2020) stated that the implementation of good supply chain management in 
manufacturing companies in Surabaya will be able to increase competitive advantage. Supply chain management by 
establishing relationships with suppliers and consumers will be able to increase competitive advantage. From this description, 
the researcher formulated the following hypothesis: 
 
H2: Supply chain management has a significant influence on competitive advantage. 
 
Malesios et al. (2020), Mofokeng et al. (2019) concluded that competitive advantage has a positive and significant effect on 
company performance. Lower prices, high quality, speed of delivery and continuous product innovation are proven to 
increase product sales and dominate market share. Product sales and market share control is a measure in the company achieve 
its market-oriented company performance and financial goals. According to Hafeez et al. (2010), Khan et al. (2014) 
competitive advantage develops from the value that companies can create for customers or buyers using competitive 
advantage dimensions consisting of price, quality, delivery dependability, time to market, and product innovation. From the 
description above, the researchers formulated the following hypothesis: 
 
H3: Competitive Advantage has a significant effect on company performance. 
 
Research Malesios et al. (2020), Mofokeng et al. (2019) concludes that the influence of supply chain management through 
indirect and direct methods gives the result that the influence of supply chain management is greater if it is through 
competitive advantage or indirectly. These results support that the competitive advantage hypothesis is proven to be able to 
mediate the influence of supply chain management on company performance. Malesios et al. (2020) and Mofokeng et al. 
(2019) provided empirical evidence that supply chain management has an indirect influence on company performance that is 
greater than the direct effect. Supply chain management has an indirect influence on company performance mediated by 
competitive advantages in cost, quality, flexibility, and responsiveness. From the description above, the researchers 
formulated the following hypothesis: 
 
H4: Competitive Advantage is able to mediate the influence of supply chain management on company performance. 
 
3. Method 
 
In this study using quantitative methods and data analysis techniques Structural Equation Modeling Equation Modeling using 
SmartPLS 3.0 software. The sample selection method uses non-probability sampling methods. Online questionnaires were 
sent to respondents as many as 340 SMEs, the next step is to evaluate the returned questionnaires, namely 320 SMEs returned 
questionnaires and 20 SMEs did not return. Based on theoretical studies and previous studies, the research model is structured 
as follows: 
 

 
 

Fig. 1. Research Model 
 
4. Result and Discussion 
 
4.1 Reliability Test 
 
According to Purwanto et al. (2021) reliability is a measure of the internal consistency of indicators of a construct that shows 
the degree to which each indicator shows a general latent construct. According to Purwanto et al. (2020) the reliability 
requirement is a measure of the stability and consistency of the results (data) at different times. To test the reliability of the 
construct in this study used the value of composite reliability. A variable is said to meet construct reliability if it has a 
composite reliability value > 0.7 and Cronbach's Alpha value > 0.6 has a good level of reliability for a variable (Purwanto et 
al., 2019). The composite reliability value of each indicator can be seen in table 1 below. 
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Table 1 
Reliability 

Variables Cronbach’s Alpha  Composite Reliability 
Supply Chain Management 0.933 0.947 
competitiveness 0.981 0.986 
Performance   0.926 0.936 

 
 
In Table 1, it can be seen the results of the reliability test analysis using the SmartPLS tool which states that all composite 
reliability values are greater than 0.7, which means that all variables are reliable and have met the test criteria. Furthermore, 
the value of Cronbach’s omission also shows that all Cronbach’s alpha values are more than 0.6 and this indicates the level 
of reliability of the variable has also met the criteria. 
 
4.2 Validity test 
 
According to Purwanto et al. (2020) and Pramono et al. (2021) the validity test is intended to measure the extent to which the 
accuracy and accuracy of a measuring instrument performs the function of its measuring instrument or provides appropriate 
measurement results by calculating the correlation between each statement with a total score. In this study, the measurement 
validity test consisted of convergent validity and discriminant validity. 
 
1. Convergent Validity 
 
Measurement can be categorized as having convergent validity if the loading factor value is > 0.7 (Purwanto et al., 2021). 
Figure 2 shows that all loading factors have a value of > 0.7, so it can be concluded that all indicators have met the criteria 
for convergent validity, because indicators for all variables have not been eliminated from the model. 
 

 
 

Fig 2. Convergent Validity 
 
2. Discriminant validity 
 
Based on Table 2, the AVE value for all variables is > 0.50. So, it can be said that the measurement model has been valid 
with discriminant validity. In addition, discriminant validity was also carried out based on the Fornell Larcker criteria 
measurement with the construct. If the construct correlation in each indicator is greater than the other constructs, it means 
that latent constructs can predict indicators better than other constructs (Purwanto et al, 2019). 
 

Table 2  
The results of AVE 

Variables AVE 
Supply Chain Management 0.785 
competitiveness 0.946 
Performance   0.746 

 

Table 3    
R-square adjusted 

Variables R-square adjusted 
Performance 0.410 
Competitiveness 0.260 

 

 
Structural model (inner model) 
 
The structural model (inner model) is a pattern of research variable relationships. Evaluation of the structural model is by 
looking at the coefficients between variables and the value of the coefficient of determination (R2). The coefficient of 
determination (R2) essentially measures how far the model's ability to explain variations in the dependent variable is. In this 
study, the adjusted R-square value is used, because it has more than two independent variables. In Table 3 it can be explained 
that the adjusted R2 value of the independent variable supply chain management, competitiveness against the dependent 
variable performance is 0.410. This value is categorized as strong, so it can be concluded that the two independent variables 
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have a strong influence and level on the dependent variable. The independent variable supply chain management, 
competitiveness contributes to the dependent variable performance by 41% while the remaining 59% is influenced by other 
variables not discussed in this study. The adjusted R2 value of the independent variable supply chain management to the 
dependent variable competitiveness is 0.260. This value is categorized as strong, so it can be concluded that the two 
independent variables have a moderate influence and level on the dependent variable. The independent variable supply chain 
management contributes to the dependent variable competitiveness by 26% while the remaining 74% is influenced by other 
variables not discussed in this study. 

 
Fig. 3. Hypotheses Testing 

 
Hypothesis test 
 
According to Purwanto et al. (2021) After a research model is believed to be fit, a hypothesis test can be performed. The next 
step is to test the hypothesis that has been built in this study. The following are the results of the data test using bootstrapping. 
Hypothesis testing in this study can be known through regression weight by comparing the p-value with a significance level 
of 5% (α=5%). The hypothesis is said to be significant if it has a probability value (p-value) < 5%. 
 
Table 4  
Hypotheses Testing for Direct Effect 

Hypotheses P - Value Result 
Supply Chain Management → Performance   0.003 Significant 
Supply Chain Management → Competitiveness 0.000 Significant 
Competitiveness  → Performance   0.000 Significant 
Supply Chain Management → Competitiveness → Performance   0.000 Significant 

 
The relationship between supply chain management and SMEs performance 
 
Based on the results of data analysis using SmartPLS obtained p value of 0.003 < 0.050 so that it is concluded that supply 
chain management on SMEs performance, an increase in supply chain management variables will have a significant effect 
on increasing SMEs PERFORMANCE variables and a decrease in supply chain management variables will have a significant 
effect on decreasing SMEs Performance variable. These results are in line with research conducted by Rezaei et al. (2015), 
Tukamuhabwa et al. (2011), Tatoglu et al. (2016) that supply chain management has a positive and significant effect on 
SMEs Performance. The strategic importance of a company's capabilities lies in its contribution to creating a competitive 
advantage and superior profitability. The company's competitive advantage must be consistent with the relative value 
generated by the company's relative resources in producing that value. According to Yeh et al. (2020), Zaridis et al. (2020) 
The higher the company's ability, the more the company's competitive advantage will be. There are three sources that will 
form a competitive advantage, namely financial capabilities, strategic capabilities and technological capabilities. With the 
high ability of the company, it will have a positive effect in creating company excellence. 
 
The relationship between supply chain management and competitive advantage 
 
Based on the results of data analysis using SmartPLS obtained p value 0.000 < 0.050 so it can be concluded that supply chain 
management towards competitive advantage, increasing supply chain management variables will have a significant effect on 
increasing competitive advantage variables and decreasing supply chain management variables will have a significant effect 
on decreasing variables. competitive advantage. This result is not in line with the research conducted by Suhana et al. (2019), 
Wang et al. (2020), Wu et al. (2020) that supply chain management has a positive and significant effect on competitive 
advantage Supply chain management practices have a relationship in creating a company's competitive advantage (Sukati et 
al., 2011). Supply chain management practices empirically have a positive influence on competitive advantage (Li et al., 
2006; Mzoughi et al., 2008). Strategic relationships with suppliers, close relationships between companies and suppliers can 
affect the company's competitive advantage (Ashsish et al., 2013). In the research of Metilda et al. (2011) entitled Impact of 



 114

Supply Chain Management practices on the competitive advantage of Indian retail supermarkets, identified that Supply Chain 
Management Practice has a significant positive effect on Competitive Advantage. 
 
The relationship between Competitive Advantage and SMEs performance 
 
Based on the results of data analysis using SmartPLS, a p-value of 0.000 < 0.050 was obtained, so it was concluded that 
Competitive Advantage on SMEs performance, an increase in the Competitive Advantage variable will have a significant 
effect on increasing the SMEs PERFORMANCE variable and a decrease in the Competitive Advantage variable will have a 
significant effect on the decrease in the SMEs Performance variable. This result is not in line with the research conducted by 
Malesios et al. (2020), Mofokeng et al. (2019) that Competitive Advantage has a positive and significant effect on SMEs 
Performance. The competitive advantage of a company describes that a company has one or more advantages compared to 
other competitors. Competitive advantage can lead companies to achieve higher levels of economic performance, customer 
satisfaction and loyalty and effective customer relationships. According to Hafeez et al. (2010), Khan et al. (2014), Khalil et 
al. (2019) company brands with high customer loyalty will tend to be able to avoid competition in switching brands according 
to the targeted market segments which can directly increase sales and profitability. A company that offers high quality 
products can be offered at high prices and at the same time increase the company's profit margin and return on investment. 
According to Kumar et al. (2019) competitive advantage has a significant positive effect on company performance. Based on 
this research, there is a positive relationship between competitive advantage and company performance. The relationship of 
supply chain management to the performance of SMEs through the mediation of competitive advantage. 
 
Based on the results of data analysis using SmartPLS obtained p value 0.000 < 0.050 so it can be concluded that supply chain 
management on SMEs performance through competitive advantage mediation, increasing supply chain management 
variables will have a significant effect on increasing SMEs performance variables through competitive advantage mediation 
and decreasing chain management variables. supply will have a significant effect on the decrease in SMEs performance 
variables through the mediation of competitive advantage. This result is not in line with the research conducted by Kumar et 
al. (2019), Kusrini et al. (2019) that supply chain management has a positive and significant effect on SMEs Performance 
through the mediation of competitive advantage. The responsiveness of the company to its supply chain practices, the 
responsiveness of the supply chain has a positive influence on the formation of the company's competitive advantage. In his 
study, Kumar et al. (2019), Kusrini et al. (2019) found a positive influence between indicators of operational system 
responsiveness, logistic process responsiveness and supplier network responsiveness having a positive relationship to 
competitive advantage. By running responsive operations, companies will be able to compete with advantages in cost, time 
to market, and dependence on supply from consumers. Responsive logistics processes can also be a company advantage. 
According to Mabrouk et al. (2020), Malesios et al. (2020), Mofokeng et al. (2019) The company's ability to respond to 
changes in the volume of customer demand can increase the company's competitive advantage in terms of product supply. 
The higher the level of responsiveness of a company's supply chain, the significantly positive effect on the company's 
competitive advantage. According to Chin et al. (2012), Dossou et al. (2018),Hamisi et al. (2011) and Wijaya el at.(2021)  
supply chain management practices have a significant positive effect on improving company performance. According to 
Haudi et al. (2021) strengthening strategic supplier partnerships in supply chain management practices can improve 
organizational performance. Organizations should pay great attention to continuous improvement of strategic supplier 
partnerships in their supply chain management processes in order to have a positive influence on organizational performance. 
According to Dossou et al. (2018) and Hamisi et al. (2011), supply chain management practices provide a company advantage 
in terms of its manufacturing capabilities by influencing expertise. The Company's performance reflects how well the 
company to achieves its market goals and financial goals. According Wanasida et al. (2021), the short-term goal of supply 
chain management is to increase productivity, reduce inventory and production cycles, while the long-term goal is to increase 
market share and profit for all partners involved in the organization's supply chain. According to Afonso et al. (2015), Arend 
et al. (2005), Budiarto et al. (2017), the assets, capabilities, organizational processes, company attributes owned and 
controlled by the company play a role in increasing the effectiveness and efficiency of the company in achieving superior 
company performance. According to Chin et al. (2012), Dossou et al. (2018) and Hamisi et al. (2011) company performance 
can be described into two dimensions, namely financial and non-financial dimensions, where the main elements are described 
based on sales and organizational performance. The company is an important benchmark for a company and can reflect 
whether a company has achieved competitive advantage or not. Approaches in measuring company performance used 
indicators of operational performance and economic performance. Behrouzi et al. (2011), Çalipinar et al. (2007), Colin et al. 
(2015), Chin et al. (2012), Dossou et al. (2018) and Hamisi et al. (2011) developed company performance measurement 
referring to several previous studies. The indicators that will be used to describe the company's performance variables are: 
financial performance, marketing performance, operational performance, supply performance, customer relations and 
operational costs. Competitive advantage can be defined as an organization's ability to create a defensive position above all 
its competitors. According to Çalipinar et al. (2007) approach in competitive advantage centers on the company's ability to 
become a low cost producer in its industry or to be unique in its industry which will provide its own value for customers. The 
process of introducing products with lower prices or higher quality attracts the attention of customers. For that we need a 
unique product or service to be provided. This is the reason why there are some customers who have high brand loyalty for 
a product or service. The increasingly fierce competition climate, every company will try to find a position to survive by 
using competitive advantage. According to Çalipinar et al. (2007), Colin et al. (2015), Chin et al. (2012), Dossou et al. (2018) 
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defines two types of company competitive advantages that can be carried out over competitors, namely lower cost and 
differentiation. According Afandi et al. (2020) two types of competitive advantages can bring companies to excel in the 
market. This study develops a measurement of competitive advantage referring to several previous studies. The indicators 
that will be used to describe the competitive advantage variables are price, quality, supply dependence, time to market, supply 
chain strategy and product/service innovation. 
 
Theoretical Implications 
 
This presentation of theoretical implications is used to strengthen support for several previous studies that were used as 
references and their relationship to the theory used. According to Afonso et al. (2015), Arend et al. (2005), strategic 
relationships with suppliers can encourage better supply chain management practices. Strategic relationships with suppliers 
allow organizations to work more effectively with a few important suppliers who will share responsibility for the success of 
a product. The exchange of information is an inseparable factor in the supply chain process. Partners in supply chain processes 
who exchange information regularly will be able to work together as one entity. Together, they will be able to understand the 
needs of the end customer well and be able to respond to the market quickly. According to Afonso et al. (2015), Arend et al. 
(2005), Budiarto et al. (2017), the responsiveness of the supplier network is the ability of the company's main suppliers to 
respond to customer requests. The better the responsiveness of the company's supply chain will have a positive impact on 
company performance. According to Colin et al. (2015), Chin et al. (2012), Dossou et al. (2018), Hamisi et al. (2011), service 
capability is the company's ability which is reflected in the provision of superior service so that it is able to retain customers 
for several periods of time. Service capabilities are needed in terms of building relationships with customers. According to 
Chin et al. (2012), Dossou et al. (2018) and Hamisi et al. (2011), relationship management capability is the company's ability 
to manage relationships both with customers and suppliers, to create collaborative relationships so as to create competitive 
advantage and long-term trade relations. 
 
5. Conclusion 
 
The conclusion of this research analysis is that supply chain management has a significant influence on company 
performance. Supply chain management has a significant influence on competitive advantage. Competitive Advantage has a 
significant influence on company performance. Competitive Advantage can mediate the influence of supply chain 
management on company performance. The company's ability has a positive effect on competitive advantage. Adequate 
company capabilities will have an impact on the company's competitive advantage. Supply chain management practices have 
no effect on competitive advantage. Good supply chain management practices may not necessarily contribute to competitive 
advantage. Supply chain responsiveness has no effect on competitive advantage. Good supply chain responsiveness may not 
necessarily contribute to competitive advantage. Competitive advantage has a positive effect on company performance. The 
higher the competitive advantage of the company, the better the company's performance will be. Supply chain management 
practices have a positive effect on company performance. The more adequate the supply chain management process is carried 
out, the better the company's performance will be. The results of this study and the limitations found in the study can be used 
as a source of ideas for research development, so the expansion of research suggested in this study is to add independent 
variables that affect competitive advantage. 
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