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Abstract: Samarinda City was appointed as a buffer for the new capital city of Indonesia through
culinary and craft SMEs. Culinary and craft SMEs are believed to be the drivers in accelerating the
achievement of Sustainable Development Goals (SDG), which are part of the strategy of the Provincial
Government of East Kalimantan. Even so, 72% of the problems culinary and craft SMEs face in
Samarinda City are related to competitive advantages. Culinary and craft SMEs in Samarinda City
are still constrained by competitive disadvantage, especially in the non-substitutable resource aspect.
This study aimed to analyze the effect of organizational capital and health on competitive advantage,
especially in the era of post-COVID-19 economic recovery through the creative economy. This study
used a survey method with a quantitative approach. The analysis techniques used were descriptive
analysis and factor analysis using structural equation modeling with item parceling. The subjects
of this study were SMEs in the culinary and craft sub-sector in Samarinda City (N =365 SMEs).
This study found that social capital and organizational health positively and significantly affect
competitive advantage, both partially and simultaneously. Surprisingly, the dimension of work
culture and climate s not suitable for modeling the impact of social capital and organizational
health on the competitive advantage of culinary and craft SMEs in Samarinda City. This research
is expected to contribute theoretically to developing a new model to achieve optimal competitive
advantage through social capital and health organizations. This research is expected to strengthen
the people’s economy to achieve SDGs through SMEs, especially for Samarinda City, a buffer for the
new capital city of the Republic of Indonesia and post-COVID-19 economic recovery through the
creative economy.
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1. Introduction

The 74th United Nations General Assembly resolution stipulated 2021 as the Inter-
national Creative Economy Year for Sustainable Development. The creative economy is
believed to be an effective solution that can be reached by the community in the framework
of economic recovery in this decade, especially during the post-Covid19 pandemic. The
creative economy is one of the fastest-growing sectors in the global economy and has
a positive impact on regional and state income growth, opens access to new jobs, and
increases national foreign exchange in the context of economic recovery [1-3]. Judging
from the benefits from the economic aspect, the creative economy through small and
medium enterprises (SMEs) opens more expansive opportunities for all countries to in-
crease their regional income, which has implications for accelerating the achievement of
the sustainable development goals (SDGs) [3]. SMEs play a critical role in SDGs because
SMEs contribute up to 45% of total employment and up to 33% of gross domestic product
(GDP) in developing market economies [1,4].
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East Kalimantan is one of the locations in the spotlight as the location of the SDGs
in Indonesia [5]. Especially in 2019, East Kalimantan was appointed by the Indonesia
Government as the location for the new capital of Indonesia [6]. The new capital is planned
to be located in parts of North Penajam Paser Regency and Kutai Kartanegara Regency.
Samarinda City was appointed as a support for the new capital and a partner in the creative
economy [7] sector through SMEs [2]. Preliminary interviews were conducted with the
Samarinda City Government Office of Industry, Cooperatives, and SMEs to visualize the
potential of Samarinda City through SMEs, especially after the appointment of Samarinda
City as a buffer for Indonesia’s new capital. Samarinda City Government is trying to
accelerate development in the creative economy sector through SMEs. This acceleration is
based on the policy direction of the East Kalimantan Provincial Government in developing
the economy based on the SDGs, which emphasizes community economic development in
the creative economy sector and does not depend on the oil, gas, and coal sectors. Currently,
the number of creative economy SMEs in the culinary sector is 1084 units, and 104 units in
crafts [8].

Preliminary interviews were conducted with the Samarinda City and East Kalimantan
Government of Industry, Cooperatives, and SMEs to examine the problems culinary and
craft SMEs faced in Samarinda City. The problem faced by 80% of culinary and craft
SMEs in Samarinda City has to do with competitive advantage. Competitive advantage
is a condition that allows an organization, including an SME, to carry out its operational
and business activities with higher quality or more efficiency than its competitors [9-11].
One foundation of competitive advantage is understanding the resources owned by an
organization such as a company. Another foundation of competitive advantage is using a
resource-based view (RBV) with unique characteristics, such as the four pillars of VRIN, in-
terpreted as valuable, rare, inimitable, and non-substitutable, possessed by an organization
that has a competitive advantage [11,12]. Previous works in the literature stated that testing
competitive advantage in RBV with the dominant VRIN framework was carried out in
large-scale organizations [11,13-17]. Therefore, it is necessary to test competitive advantage
more specifically in small-scale companies such as SMEs [13,14,17]. In addition, testing
competitive advantage cannot be generalized because each region has different challenges,
such as social challenges, especially in developing countries [18]. It further strengthens
the opening of new opportunities for research related to the competitive advantages of
culinary and craft SMEs in Samarinda City.

Based on this explanation, a preliminary survey was carried out to gain an overview
of the competitive advantages of the culinary and craft SMEs in Samarinda City. The
preliminary survey involved 60 culinary and craft SMEs in Samarinda City. The items in
the preliminary survey were adopted from previous studies and adapted to the construct
and research subjects [19]. Most culinary and craft SMEs in Samarinda City still do not
optimally utilize resources properly. The preliminary survey indicated that 72% of culinary
and craft SMEs in Samarinda City still do not have an optimal competitive advantage.
Almost every culinary and craft SME in Samarinda City has problems in every aspect
of competitive advantage. Culinary and craft SMEs in Samarinda City still have not
achieved the target of ownership of competitive advantage, which is above 80% as set by
the Office of Industry, Cooperative, and SMEs of the Samarinda City Government. The
low percentage of ownership among culinary and craft SMEs in Samarinda City causes the
need to increase the competitive advantage of SMEs immediately. Differences in the results
of the preliminary survey with the information provided by relevant government sources
are thought to be influenced by time. A report was submitted by the relevant government
in 2021, while the preliminary survey was conducted in 2022. This indicated an increase in
the competitive advantage of culinary and craft SMEs in Samarinda City.

Based on the explanation above, some factors are needed to achieve an optimal compet-
itive advantage, especially for culinary and craft SMEs in Samarinda City. Organizational
health is one factor that affects competitive advantage [19,20]. Organizational health was
chosen as a factor to establish the competitive advantage in SMEs because organizational
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health is of low cost [21] which can still be afforded by SMEs with a small portfolio and a
flat organizational structure [22]. Analysis of organizational health related to competitive
advantage is very urgent given the state of the economy, which is still recovering from the
COVID-19 pandemic [2] and making efforts at the the local government level to accelerate
achievement of the sustainable development goals [5]. SMEs need factors that are low-cost
and easy to implement. Organizational health refers to an organization’s ability to carry
out internal alignment, execute strategy, and renew the organization [23]. Organizational
health has an essential role in competitive advantage [21]. Implicitly, organizational health
that focuses on internal alignment, implementation quality, and coordination and control
contributes to competitive advantage because organizational health’s three main focus
points are generally related to human resource practices [20]. There is still a lack of research
discussing organizational health [19], especially among SMEs in Asia that tend to have a
flat portfolio and organizational structure, so the situation is very dilemmatic regarding
the role and use of human resources [22]. Hence, further research is needed regarding
organizational health in small-scale organizations such as SMEs.

The preliminary survey was carried out to gain an overview of the organizational
health of culinary and craft SMEs in Samarinda City. The items in the preliminary survey
were adopted from previous studies and adapted to the construct and research subjects. The
preliminary survey adopted a pre-existing survey that was then adjusted to the conditions
of SMEs by looking at the construct of the definition of organizational health [19]. Each
dimension contains a construct that is briefly applied to identify the organizational health
problems of culinary and craft SMEs in Samarinda City on the surface.

The preliminary survey regarding the organizational health of the culinary and craft
SMEs in Samarinda City indicated that it was not optimal and sufficient. Among culinary
and craft SMEs, 76.7% are still unaware of the importance of organizational health, indi-
cating that these SMEs still do not have organizational health in the elite category. The
culinary and craft SMEs in Samarinda City are still vulnerable because they have not been
able to execute strategies, especially in coordination and control. In addition, the ability
to update the organization, especially in external orientation, such as paying attention to
customer satisfaction and responsiveness to competitors, is still meager and not optimal.

Organizations, including SMEs, still rarely think about organizational health because
various factors influence it. One of them is social support [24,25]. Social support for an orga-
nization implicitly provides a function of building a healthy organization, which is a form
of social capital [24]. Social capital is defined as actual and potential resources embedded
in, available through, and derived from a network of relationships owned by individuals
or social units consisting of three dimensions: relational, structural, and cognitive [26].
Social capital is urgently needed for SMEs seeking to establish a competitive advantage in
today’s complex and dynamic business environment mainly because of the effects of the
COVID-19 pandemic [27]. By building solid relationships with their stakeholders, SMEs
can establish competitive advantage in a VRIN framework that can help them grow and
succeed [28]. Several previous empirical studies have measured social capital based on
structural dimensions through the form or type of network [29,30]. Still, other empirical
research shows that the three dimensions have the essence of influence that should be
considered [31-34]. In the context of SMEs in Samarinda City, social capital is interpreted
as a partnership originating from a network of relationships owned by individuals or social
units. The low social capital of the culinary and craft SMEs in Samarinda City is highlighted
by the only 16.5%, or around 196 out of 1188, SMEs that have social capital through network
engagement through partnerships. Only about 17% of the 196 SMEs in culinary and craft
sectors have earned trust and commitment to sustainably developing SMEs in Samarinda
City. SMEs’ coaching is a continuous process, where the coaching results cannot be seen
quickly. The government’s development of SMEs has been inconsistent, so it cannot create
the optimal returns that SMEs should be able to achieve [8].

Based on the data above, it can be said that there is no longer any reason for Samarinda
City to increase its competitive advantage [8] through social capital and organizational
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health. The urgency of this research emphasizes that culinary and craft SMEs in Samarinda
City need to immediately improve their competitive advantage because Samarinda City’s
task is to support the new capital city of the Republic of Indonesia through SMEs as the
buffer zone of the community’s economy. In addition, East Kalimantan is highlighted as a
location for sustainable development goals [5] to make the provincial capital immediately
improve and increase its leading creative economic sector commodities [3,6].

The limited literature in this field is underlined by the fact that there is still no spe-
cific literature related to competitive advantage, organizational health, and social capital
in Samarinda City, both in the form of related official reports and empirical research.
Meanwhile, several empirical studies conducted abroad show that organizational health
positively influences the organization’s competitive advantage. In addition, empirical re-
search about competitive advantage and organizational health in small organizations such
as SMEs is rare [11,13,14,16,17,19], especially in Asia [20]. Research related to social capital
on competitive advantage is still incomplete. It is because competitive advantage cannot
be generalized from one region to another. After all, each region has social challenges,
especially regions in developing countries [35].

This research aimed to study and analyze the social capital, organizational health, and
competitive advantage of culinary and craft SMEs in Samarinda City. The results showed
that social capital and organizational health positively affect the competitive advantage of
culinary and craft SMEs in Samarinda City simultaneously and partially. The contributions
of this research consist of theoretical and practical contributions. The theoretical contri-
bution of this research is the discovery of modeling to achieve a competitive advantage
for culinary and craft SMEs in Samarinda City. It has implications for accelerating the
achievement of competitive advantage for culinary and craft SMEs in Samarinda City when
Samarinda City must become a buffer for the new capital of the Republic of Indonesia
through the people’s economy and realizing sustainable development goals through the
creative economy.

2. Theoretical Framework

The theory that underlies this research is a classical theory that states that competitive
advantage is influenced by social capital [26,35] and organizational health [23]. Neverthe-
less, the latest empirical research has also shown that competitive advantage is influenced
by social capital [28,31,34,36-38] and organizational health [19-21,37] separately. Social
capital affects competitive advantage by opening access to a resource that is valuable,
rare, inimitable, and non-substitutable [28,35]. Not only social capital but competitive
advantage is also influenced by organizational health [19-21,37]. Organizational health
affects competitive advantage because the three main points of organizational health are
internal alignment, execution, and renewal or improvement relating to human resource
management in the internal organization [19,20]. It also allows organizations to grow and
improve quickly [21].

2.1. Social Capital

Social capital is a broad and complex term related to social resources, relationships,
network influences, and supporting systems that form partnerships [30]. Social capital is
defined as the amount of the actual and potential resources embedded in, available through,
and originating from the network of relationships owned by individuals or social units [29].
Social capital exceeds physical and human capital [29].

According to the previous literature, social capital must be analyzed using three
dimensions. These dimensions are relational, structural, and cognitive dimensions [26].
The relational dimension is related to the characteristics of personal relationships developed
by the owner or manager or company through the history of their interactions in building
partnerships that give rise to reciprocal relations between one party and another party in
their social interaction [31]. The primary indicators of this dimension are trust and mutual



Sustainability 2023, 15, 7945

5 of 37

relationship, which refers to the company’s belief that other actors in the network will not
act opportunistically [26,35].

The structural dimension refers to the network of partnership relationships owned by
the company, which aims to include social interactions produced in the network, focusing
on the properties of the social system and the network of relationships as a whole [26].
The central aspect is the network density and the strength of each relationship [31]. Net-
work density consists of bonding social capital, bridging social capital, and linking social
capital [26].

Bonding social capital is a close and intimate relationship in a smaller social circle,
including relationships with friends, family, and other relatives. It is considered adequate
as a social and emotional resource [30,39], in contrast to bridging social capital, where the
bond or relationship is weaker because it involves heterogeneous social groups. Bridging
social capital relates to individuals and groups of various similarities between people not
necessarily known personally. It is primarily associated with more significant corporations
and organizations [39]. Bridging social capital is essential for economic progress regarding
financial assistance [40] and education to transfer knowledge for empowering human
resources [41]. Linking social capital refers to the norms of respect. According to mutual
trust, the network of relations on social capital connects people who interact throughout
the gradient of power or explicit, formal, or institutionalized authority in society. Thus,
linking social capital demands the ability of individuals or groups to interact with groups
who do not have great similarities in the sociodemographic sense. Linking social capital
refers to the type of weak bond that allows the use of resources, ideas, and information
from formal institutions outside the community (for example, government institutions,
research centers, and banks) and connects to open networks [29].

The third dimension of social capital is the cognitive dimension. The cognitive di-
mension is related to resources that provide mutual representation, interpretation, and
meaning systems among parties in the partnership network. The cognitive dimension in
social capital can be seen through the creation of values from the shared understanding
between the organization in a network manifested through a common goal to produce a
shared culture. The owner and manager, especially in SMEs, must complete their trust,
common goals, and culture by exploring new relationships with agents outside their current
networks [31].

Based on the explanation above, it can be seen that in the context of SMEs, the term
social capital has more familiarity with the term “partnership”. This study analyzes social
capital using the theory of Nahapiet and Ghoshal (1998) as a grand theory and is developed
and adapted to existing research. This research produces social capital in SME construction
as resources in the social environment initially formed through reciprocal relationships
that create trust between parties as a partnership. The forms of social capital are bonding
social capital, bridging social capital, and linking social capital, which produces a shared
understanding between parties in the network manifested as a common goal and culture.
The ownership of SME social capital is characterized by three dimensions, namely relational,
measured through reciprocal relationships and trust, then the structural dimension, which
looks at the form of social capital, and cognitive, which is measured through understanding
and is manifested as shared goals and shared culture.

Social capital exceeds physical and human capital [42]. Social capital provides many
benefits to an organization’s owner, drive, or manager through resources built into their
relationship and can create a competitive advantage over their competitors [35]. The results
of other, previous studies show that social capital is an essential variable because intellectual
capital will be weak without social capital [38]. The same results are also shown in other
studies stating that the accumulation of social capital owned in a company has a positive
and significant indirect influence on the competitive advantage of a company [34]. Social
capital development is a serious concern for SME owners and managers in the creative
culture industry. It is because social capital is not only related to market sensitivity, but
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also because it is mainly related to the success of the company and survival in the creative
culture sector [43].

Social capital can create competitive advantage directly and indirectly [34,38]. It
is shown in previous studies stating that the accumulation of social capital owned in a
company has a positive, significant, and indirect influence on competitive advantage in
a company [34]. Social capital can create a competitive advantage through intellectual
capital. Social capital is essential because intellectual capital will be weak without social
capital [38].

Hypothesis 1 (H1). Social capital positively and significantly affects competitive advantage.

2.2. Organizational Health

Organizational health is defined as a form of culture, climate, and practice creating
an environment that promotes employee health and safety [44]. Organizational health is
also defined as a complete state of operation without obstacles from all formal, informal,
primary, and auxiliary organizational processes [45]. In addition, the previous literature
shows that a healthy organization is an organization that emphasizes and cares about the
development of management processes and practices and recognizes the right to intervene
in all systems throughout the organization, thus contributing to overall performance [25].
Another study states that organizational health is the ability of the organization to carry
out alignment, execution, and renewal or improvement to show high performance in the
long term [23].

Specific organizational health can be grouped into three clusters and nine dimensions.
The first cluster is internal harmony, measured through a clear common goal between an
organization and its employee. The dimensions of this cluster are direction, leadership,
and culture and work climate. The direction dimension is measured through vision, clarity
of strategy, and employee involvement. The leadership dimension is measured through
authoritative leadership, consultative leadership, leadership support, and challenging lead-
ership. At the same time, the dimension of work culture and climate is measured through
openness, fair internal competition, operational discipline, and entrepreneurial creativity.
The second cluster is the quality of implementation, consisting of four dimensions: account-
ability, coordination and control, capability, and motivation. Accountability is measured by
clarifying roles, employee performance, compatibility of rewards with performance, and a
sense of ownership. The dimension of coordination and control is measured by evaluating
employee performance, operational management, financial management, and compliance
with applicable regulations. Measurement of the capability dimension consists of talent
acquisition, talent development, business process-based expertise, and the use of resources
from outside parties. Even so, the indicators contained in social capital will overlap if all
indicators in the capability dimension are used, especially with matters relating to third
parties or outside parties. Because of this, in this study, the indicators of the capability
dimension used are talent acquisition and talent development. The motivational dimension
is measured through inspirational leaders, career opportunities, and financial incentives.
The third cluster is the renewal capacity, consisting of two dimensions: external orientation
and learning through innovation. The external orientation dimension can be measured
by focusing on customer satisfaction and competitive insight. The dimension of learning
through innovation is measured through top-down innovation, bottom-up innovation,
knowledge sharing, and capturing ideas from outside the organization [23].

From the explanation above, it can be seen that every theory states that organiza-
tional health has sliced dimensions and indicators that are almost similar. An SME, as
a form of organization with a smaller portfolio, can take measurements of the health of
its organization based on three clusters and nine dimensions with indicators adapted to
the size of the portfolio and more flat organizational structure [22,23]. The adoption of
these measurements is due to the measurements offered by Keller and Price [23] in more
detail, which are complete and easy to understand. The questionnaire was also adapted
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to Beckhard’s theory to make it more understandable [25]. The dimension of direction
is measured by a joint vision, the clarity of strategy, and employee involvement, where
a series of indicators is related to the internal organization, not the external parties of
the organization with outsiders. So, there is no overlapping with a shared purpose on
the social capital indicators that have been discussed in the previous subsection. In the
leadership dimension, the measurement through the type of leadership itself is applied.
The culture and work climate indicators appear to conflict with those proposed to measure
the cognitive dimension of social capital. The thing to note is that organizational health
emphasizes the internal elements of the organization, in contrast to social capital, which
emphasizes external aspects of the organization [36]. In the dimension of accountability, the
comprehensive indicator offered can be used, as well as indicators in the coordination and
control dimensions that are most likely to be practiced by the same person because of the
very flat organizational structure. In the capability dimension, the indicator of the use of
resources from outsiders is not used because it has been contained in the measurement of
social capital, where resource assistance from outsiders is included. In the update capacity
cluster, the external orientation dimension does not fully use the indicators offered because
of overlapping with social capital related to partnerships and stakeholders. Therefore, the
indicators used focus on customers and competitive insights to obtain information about
competitors that allow it to be superior. In the learning innovation dimension, the indicator
of sharing knowledge and capturing ideas from outside is part of social capital’s cognitive
dimension. It does not need to be measured again because it has already been utilized.

A genuinely healthy organization is an organization that strategically integrates em-
ployee welfare into its business goals and strengthens through established practices in
leadership support, learning culture, healthy quality work, and human resource manage-
ment practice that is person friendly. It implicitly informs that organizational health affects
competitive advantage. Organizational health focuses on internal harmony, quality of im-
plementation, coordination, and control as tools that contribute to competitive advantage
because the main focus of organizational health is human resource practices [19,20].

Hypothesis 2 (H2). Organizational health positively and significantly affects competitive advantage.

2.3. Competitive Advantage

Competitive advantage is defined as a condition that allows an organization, including
an SME, to carry out operational and business activities with higher or more efficient quality
than its competitors. in that context, emphasizing customer relationships at a lower cost is
the primary key to differentiation to determine competitive advantage. However, according
to some previous studies in the literature, it was found that competitive advantage is related
to producing cheaper products for customers rather than providing final quality

This study uses Barney’s theory as a grand theory and approaches competitive advan-
tage at the strategic level using the resource-based view (RBV) within the VRIN framework.
VRIN is interpreted as a resource that is valuable, rare, difficult to imitate, and hard to
replace [10,12]. RBV focuses on internal analysis, such as company ownership of various
resources and capabilities that allow companies to develop differently [46-48]. Competitive
advantages and organizational performance depend on specific resource ownership with
unique characteristics such as VRIN [12].

A valuable resource is defined as the organization’s core competency; if developed
from within and will be more sustainable than those acquired through imitation. The
organization’s valuable resources lie in its ability to neutralize threats and exploit oppor-
tunities that arise in the business environment. The valuable resource is about the power
of companies to design and implement strategies that improve their efficiency and effec-
tiveness. It is important to emphasize that the value of resources must be estimated in
the context of the company’s strategy and the specific environment where the company
operates. This dimension indicates that the organization focuses on the future and the
existence of gap management [19]. A rare resource in the VRIN framework implies that the
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organization has a resource that competitors have difficulty accessing. The rare resource
can be knowledge and expertise embedded in organizational competencies. It ensures
the company’s survival and enables it to achieve competitive parity in its industry. It also
indicates the organization’s functional, technical, and core competencies. It is authentic
and can be seen from the causal ambiguity built deliberately, making the core competencies
impossible. The characteristics and operation of the components remain invisible and
blurred, making this competence complicated to be understood or replicated by other
competitors [49]. Indicators of the rare resource are internal capabilities and competency
development in the organization [19]. The fourth dimension is a non-substitutable resource.
It means the resource cannot be replaced. The resource is codified competencies in com-
panies unique to the position, function, and domain that are more important in harmony
with product value chains, processes, and services [50]. The time and effort needed to build
unique competencies make it difficult to be replaced by other related competencies by both
the company itself and competitors. The indicators of this non-substitutable resource are
unique competencies, unique products, and unique marketing plans [19].

Hypothesis 3 (H3). Social capital and organizational health positively and significantly affect
competitive advantage.

Based on the above explanation about the relationship social capital and organizational
health have with the competitive advantage of SMEs, a conceptual framework can be
derived—see Figure 1 in this regard.

Social Capital
1. Relational
Hi1(+)
2. Structural
3. Cognitif Competitive
Advantage
1. Valuable Resource
» 2. Rare Resource
& Organizational Health 3 Inimitable Resource
L. Direction 4. Non-substitutable
2. Leadership Resource
3. Work Culture and
Climate
4. Accountability
5. Coordination and H2 (+)

Control

6. Capability

7. Motivation

8. External Orientation

9. Learning and
Innovation

Figure 1. Conceptual Framework.

The purpose of the proposed framework that considers competitive advantage as
being affected by social capital and organizational health is likely to provide a structured
approach for understanding and leveraging these two essential factors in achieving a
competitive advantage. By incorporating social capital and organizational health into
a framework for understanding competitive advantage, organizations can gain a more



Sustainability 2023, 15, 7945

9 of 37

comprehensive view of the factors influencing their ability to compete effectively in the
market. Specifically, the framework can help organizations identify areas to leverage their
social capital and improve their organizational health to achieve a competitive advantage.

3. Materials and Methods
3.1. Method

This research used a survey method with a quantitative approach. The technique used
in this study was the structural equation modeling (SEM) analysis technique. The data
processing technique used the CB-SEM method with computational software Amos version
26 and IBM SPSS version 25 and sought to provide the most appropriate structural model
based on robust theoretical analysis. The indicators offered in the initial research allowed
changes to present a more precise model by eliminating some of the indicators provided
when testing the causal relationship in each construct [51]. The aim was to obtain a suitable
structural model.

3.2. Population and Sample

The population in this study included culinary and craft SMEs in Samarinda City.
Samarinda City was appointed because, apart from being the capital of East Kalimantan
Province, Samarinda City was also lined up as a buffer for the new capital of the Republic
of Indonesia [6]. Culinary and craft SMEs in Samarinda City were chosen because these
two sub-sectors have the most potential [52,53] for achieving sustainable development
goals through the creative economy sector [3]. It is because culinary and craft SMEs have
great potential to produce leading export commodities and the highest source of regional
income in Samarinda City after the oil, gas, and coal sectors [52]. There are 1084 culinary
SMEs and 104 craft SMEs in Samarinda City. The sampling technique formulas (S) in this
study used the Isaac and Michael formula with 1 degree of freedom (d = 5% = 0.05). A?
(chi-square) depends on the degree of freedom (if df = 1, then A? = 3.841), N is the total
population, P is the true probability (P = 0.5), and Q is the false probability (Q = 0.5) [54,55].

B A2.N-P-Q
~ d2(N—1)+A2.P-Q

Determination of culinary and craft SME samples was carried out separately. The
results for culinary SMEs were 283 samples, and for craft SMEs, 82 samples. Then, the two
sample groups were added up, so the total sample used in this study was 365. Sample
selection used a convenience random sampling technique in which research data collection
came from a set of available respondents [55]. Respondents to this study were SME owners,
because SME owners were seen as the ones who best understood the managerial level of
SMEs [56].

S

3.3. Data Collection

Data collection techniques in this study used a survey method, and the research
instrument used a questionnaire. Questionnaires were distributed online in Google Forms
to respondents using links on social media, such as Whatsapp and Instagram. Because of
the time and distance limitations, the research used Whatsapp and Instagram to distribute
the questionnaire. WhatsApp and Instagram are two of the most popular social media
platforms, with millions of users worldwide [57], including the owners of culinary and
craft SMEs in Samarinda City. They help reach a large and diverse audience quickly and
easily. In addition, compared to traditional methods of data collection, such as paper-
based surveys or in-person interviews, distributing questionnaires via WhatsApp and
Instagram is a cost-effective option. It does not require printing materials or paying for
postage, and the time and effort required to distribute the survey are minimal. Distributing
questionnaires through Whatsapp and Instagram can lead to a higher response rate and
faster data collection. WhatsApp and Instagram are user-friendly platforms that most
people are familiar with. Respondents will likely find it easy to navigate the questionnaire
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and provide accurate answers. Respondents may feel more comfortable answering sensitive
questions honestly when they can do so anonymously via WhatsApp or Instagram [58].
The steps for distributing the questionnaire were to collect sample contacts based on
information from the Department of Industry, Cooperatives, SMEs, the Government of
Samarinda City, and East Kalimantan Province in September 2022. Double-checking using
Google, Instagram, Whatsapp, and the website of each SME was conducted in September
2022. The samples chosen were SMEs in the culinary and craft sub-sectors in Samarinda
City. Then, two-way communication was carried out to explain this research’s purpose
to the respondents from October 2022 through November 2022. Questionnaires were
created in December 2022 and distributed online until February 2023. The subsequent data
exporting, sorting, and processing steps were conducted in February 2023. The detailed
timeframe regarding the distribution of the questionnaire is presented in Table 1.

Table 1. The Questionnaire Distribution Timeframe.

Activities

September-22 October-22  November-22 December-22  January-23  February-23

Sample contacts collected

v

Double-checking the
contacts

Two-way communication
with the contacts

The questionnaire created

The questionnaire
distributed

The responses exported

The responses sorted

v

Data processed

4

The questionnaire contained 54 items, including 14 items related to social capital, 28
to organizational health, and 12 to competitive advantage. The questionnaire was adopted
from previous empirical research. Resources in the social environment were initially formed
through reciprocal relationships that created trust between [26,31] parties as a partnership
with its configuration [26,29], resulting in a shared understanding between parties in the
network manifested as a shared goal and culture [26,31]. Social capital was analyzed
through different dimensions, namely relational, structural, and cognitive [26,31,33]. The
relational dimension was measured through trust and reciprocal relationships proposed in
previous empirical research [31]. The structural dimension was measured by its configura-
tion: bonding social capital, bridging social capital, and linking social capital [29]. Shared
goals and shared cultures were selected to measure the cognitive dimension [31].

Organizational health is the organization’s ability to carry out alignment, execution,
and renewal or improvement to show high performance in the long term. We adopted the
theory that Keller and Price (2011) proposed to measure organizational health [24] and
adapted the measurement presented by McKinsey and Company, which contains nine
dimensions [21,23]. The measure of direction dimension uses clarity strategy, shared vi-
sions, and employee involvement. Leadership measurement uses four types: authoritative
leadership, consultative leadership, supportive leadership, and challenging leadership.
Work culture and climate were measured by four indicators: open and trusting, internally
competitive, operationally disciplined, and creative and entrepreneurial. Accountability
was analyzed through role clarity, performance contracts, consequence management, and
personal ownership [21]. The dimension of coordination and control has five indicators
in the grand theory [21,23], but in this research, we used three indicators: people manage-
ment review, operational management, and financial management [21]. We did not use
risk management indicators in this research because of the worry of overlap with other
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indicator-related risks, such as financial management and professional standards, which
control the financial resources and compliance with laws and regulations. It makes it
possible to overlap in the context of SMEs with smaller sizes, resources, and portfolios [22].
Besides that, the worry coincides with the management gap in competitive advantage. The
capability dimension was measured by talent acquisition and talent development [21]. We
did not use outsourced expertise because of its indicated overlap with shared culture in so-
cial capital. This research used inspirational leaders and career opportunities as indicators
to measure the motivation dimension [21,23]. A meaningful value indicator is dubious for
use in the SME case [59] because its size and structure are relatively small and flat [22]. In
the SME context, rewards and recognition tend to be about financial rewards and career
opportunities [59]. Therefore, it is represented in indicators that this research used. The
learning and innovation dimension was measured through top-down innovation, in which
the leader is the leading actor, and bottom-up innovation, which is the key to open learning
through innovation [21]. We did not use knowledge sharing because it relates to external
parties, so it overlaps with the cognitive dimension in social capital. It is explained in
advance that one advantage of social capital for SMEs is access to knowledge [42,60].

Competitive advantage includes the organization’s tangible and intangible resources
within valuable, rare, inimitable, and non-substitutable resources [11,12]. The competitive
advantage measurement uses Barney’s grand theory. The questionnaire was adapted
from previous empirical research [19]. Valuable resources were measured through future
business-related competencies and competency gap management. Rare resources were
indicated by specific industry, technical, and functional competencies owned by SMEs.
Inimitable resources were analyzed through unique competencies, insurmountable internal
capabilities, and robust competency build-up. Non-substitutable resources were measured
through unique products and unique marketing plans [12,19].

The questionnaire used closed statements. The assessment uses a Likert scale with a
score of 1-5: strongly disagree, disagree, moderately agree, agree, and strongly agree. In
this study, variables were operationalized to identify each variable through its operational
definition, dimensions, indicators, and references, which became the basis for each item
included in the questionnaire. It aimed to avoid ambiguity. The variable operationalization
table can be seen in Table 2 and the items of questionnaire are available on Appendix A.



Sustainability 2023, 15, 7945 12 of 37

Table 2. Variable Operationalization.

References of The

Variable Definition Dimension Indicator Construct Item Number . .
Questionnaire
SME has a relationship with
a. Trust a very high level of trust 1,2,3 [31]
1. Relational with its partners.
. SME and its partners have a
b. Reciprocal . .
. . very high reciprocal 4,5,6 [31]
relationship . .
relationship.
Resources in the social environment SME partnership ties are
were initially formed through reciprocal a. Bonding Social Capital ~ solid and dominated by 7 [29]
relationships that created trust between family or friends.
. . [26,31] parties as a partnership with its Sl . The private sector very
Social Capital configuration [26,29], resulting in a 2. Structural E'fﬁg{gmg Social strongly dominates SME 8 [29]
shared understanding between parties P partnership ties.
in the network manifested as a shared The government and banks
goal and culture [26,31]. c. Linking Social Capital ~ very strongly dominate SME 9 [29]

partnership ties.
SME understands that its

a. Shared Goals partnership relationship has 10,11, 12 [31]
a common goal.
SME understands that its

b. Shared Culture partnership relationship 13,14 [31]
results in a shared culture.

3. Cognitive
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Table 2. Cont.

References of The

Variable Definition Dimension Indicator Construct Item Number . .
Questionnaire
. SME has clear
a. Clarity Strategy organizational goals. 15 [21]
1. Direction SME communicates the
b. Shared Visions direction of the organization 16 [21]
to all of its employees.
c. Employee SME involves employees in
. . 17 [21]
Involvement decision-making.
a. Authoritative Leadership emphasizes 18 [21]
Leadership hierarchy to get the job done.
b. Consultative LerlerShIPiﬁwoi:e; t 19 [21]
Leadership ermployees i cartying ou
2. Leadership tasks.
Organizational health is the ability of Leadership builds a positive
Organizational the organization to carry out alignment, c. Supportive Leadership environment character.lzed 20 [21]
execution, and renewal or improvement by a mutually supportive
Health . .
to show high performance in the long team.
term [23]. d. Challenging Leadership challenges
. employees to dare to accept 21 [21]
Leadership . .
challenging assignments.
a. Open and Trusting SME transparency 22 [21]
encourages honesty.
b. Internally There isa climate of healthy
Competitive competition among 23 [21]
3. Work Culture and employees.
Climate c. Operationall SME has strict oversight to
- Vper y enforce standards of 24 [21]
Disciplined
conduct.
. Employee creativity is not
d. Creative and limited to supporting 25 [21]

Entrepreneurial

innovation.
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Table 2. Cont.

References of The

Variable Definition Dimension Indicator Construct Item Number . .
Questionnaire
a. There is appropriateness
a. Roles Clarity of roles and abilities of 26 [21]
employees.
b. SME evaluation shows
b. Performance that employees have o7 [21]
Contracts completed tasks according
4. Accountability to their roles.
c. There is compatibility of
c. Consequence .
employee compensation and 28 [21]
Management
performance.
SME assesses that there is a
d. Personal Ownership sense of belonging owned 29 [21]
Organizational health is the ability of by employees.
- . SME conducts employee
. the organization to carry out alignment, a. People Management .
Organizational ) . . performance evaluations 30 [21]
execution, and renewal or improvement Review .
Health . . consistently.
to show high performance in the long
. SME evaluates the
term [23]. b. Operational . .
C achievement of operational 31 [21]
5. Coordinationand =~ Management
Control targets.
SME has consistent control
c. Financial Management over the use of financial 32 [21]
resources.
. SME evaluates compliance
d. Professional . -
with laws or regulations that 33 [21]
Standards .
apply consistently.
a. Talent Acquisition S.M E puts., ?mployees in the 34 [21]
- right position.
6. Capability There is consistently
b. Talent Development adequate training for 35 [21]

employees.
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Table 2. Cont.

References of The

Variable Definition Dimension Indicator Construct Item Number . .
Questionnaire
a. Inspirational Leaders The leader seeks to inspire their 36 [21]
employees.
SME provides opportunities for
7. Motivation b. Career Opportunities ~ employees to carry out higher 37 [21]
duties.
c. Financial Incentives SME can provide financial 38 [21]
rewards.
Orgamzahongl hgalth is the ability a. Customer Focus SME foguses on customer 39 [21]
o < ational of the organization to carry out 8. External satisfaction.
rge;;uz?t}llona alignment, execution, and renewal ~ Orientation SME has the competitive insight
ealt or improvement to show high b. Competitive Insights to face competition with 40 [21]
performance in the long term [23]. competitors.
. a. Top-down innovation Leadf'er plays an egsentlal 'role n 41 [21]
9. Learning and learning to create innovation.
Innovation Follower participation plays a
b. Bottom-up innovation  vital role in learning to create 42 [21]
innovation.
a. Future
business-related SME understands changfe S 43 [19]
. related to future competition.
1. Valuable competencies
SME has managed to anticipate
b. Competency gap changes in strategy for business
- . - .2 44 [19]
Competitive advantage is the ability management activities for the next three
to analyze the organization’s years.
Competitive tangible and intangible resources a. Specific industr In practice, employee roles
Advantage internally within the framework of P . y differ based on the 45 [19]
o . competencies i
valuable, rare, inimitable, and organizational structure.
non-substitutable resources [11,12]. b. Specific technical SME has a set of technical
2. Rare P . competencies in their business 46,47 [19]
competencies R
activities.
(e . SME has specific industry
. Specific functional competencies related to their 48 [19]

competencies

business activities.
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Table 2. Cont.

References of The

Variable Definition Dimension Indicator Construct Item Number Questionnaire
SME has product
. . characteristics that are

a. Unique competencies difficult for competitors to 49 [19]

Competitive advantage is the ability to o b. I bl ;rlr\l/iga;e. . 1 biliti
analyze the organization’s tangible and 3. Inimitable . nsurmount.a D¢ as interna capabl ities 50 [19]

Competitive intangible resources internally within lcnaigr‘tl)ilsiac%ﬁﬂgtfsc ‘écl)\/ilci)livsecgfr(:b?tzi ?;:mkly'
Advantage the framework of valuable, rare, b.uil d-u p y building or Panizations 51 [19]

inimitable, and non-substitutable P 08 d )

[11,12] SME has unique products

resources (15,41 a. Unique Product that competitors cannot 52,53 [19]
) . replace.

4. Non-Substitutable b. Unique marketing SME has a unique marketing 54 [19]

plans technique.
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4. Results

This research measured social capital, organizational health, and competitive ad-
vantage at the organizational level. The demographic information in this study was the
composition of SMEs based on the type and location of SMEs. In this study, 365 SMEs
participated. They consisted of 283 culinary SMEs and 82 craft SMEs spread across all
sub-districts in Samarinda City. Details are shown in Table 3.

Table 3. Demographic Info of Respondents Based on SME Location.

Scjhl/il];:g?]r\% Proportion (%) Craft SMEs (N) Proportion (%)

Sex Male 169 59.72 39 47.56
Female 114 40.28 43 52.44
Age <35 41 14.49 12 14.63
35-50 205 72.44 29 35.37
>50 37 13.07 41 50.00

Elementary
Education School-Junior High 9 3.18 5 6.10

School

High School 237 83.75 67 81.71

Bachelor’s
Degree-Doctoral 37 13.07 10 12.20

Degree

Location Samarinda Ilir 33 11.66 4 4.88
Samarinda Utara 33 11.66 14 17.07
Samarinda Ulu 39 13.78 13 15.85
Sungai Kunjang 37 13.07 6 7.32
Samarinda Seberang 17 6.01 16 19.51
Palaran 16 5.65 6 7.32
Sambutan 31 10.95 3 3.66
Sungai Pinang 40 14.13 6 7.32
Samarinda Kota 14 495 9 10.98
Loa Janan Ilir 23 8.13 5 6.10

Table 3 presents demographic data on the respondents. Most respondents were men
with an average age of 35 to 50 years and a high school education level. This research
also captured data on the superior products of culinary and craft SMEs in Samarinda City.
Among the SMEs’ main products, 25% was Amplang (fish crackers typical of Samarinda
City), 12% fried chicken and duck, 11% seafood, 6% coffee, and 4% soup. At the same
time, the rest included tempeh, tofu, porridge, fried rice, fried noodles, and other snacks,
which averaged less than 9%. Meanwhile, craft SMEs were also dominated by products
that carried elements of local culture. Craft SMEs in Samarinda City consist of 27% typical
Samarinda weaving crafts, 24% wood, bamboo, and rattan crafts, 23% Kalimantan bead
crafts, 12% flower crafts, and another 14% consisting of metal, glass, and batik crafts.

Before the CB-SEM analysis, a descriptive analysis was conducted to see the data
distribution obtained. The results of the descriptive analysis are interpreted in Table 4.

Table 4. Descriptive Analysis.

Variable N Minimum Maximum Mean S.td'.
Deviation

Social Capital 365 1.122 3.589 2.505 0.653

Organizational Health 365 1.281 4.583 3.462 0.799

Competitive Advantage 365 1.479 4.771 3.355 0.799
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Table 4 includes calculations of the maximum value, minimum value, standard devia-
tion, and average. The mean of social capital was 2.505, and S.D was 0.653. The average
score tended to be close to 2 and was considered 2. It shows that culinary and craft SMEs in
Samarinda City have a relatively low social capital tendency. The mean of organizational
health was 3.462, and S.D was 0.799. Here, the mean was close to 3 and considered as 3. It
indicates that culinary and craft SMEs in Samarinda City can carry out internal alignment,
execute strategies, and implement internal reforms. The average competitive advantage
value was 3.355, and the standard deviation was 0.799. The average value was close to 3
and considered as 3. It means that the competitive advantage of culinary and craft SMEs
in Samarinda City is moderate. It implies that culinary and craft SMEs in Samarinda City
have several advantages over their competitors, but there is still room for improvement.
SMEs with moderate levels of competitive advantage may be able to compete effectively in
their respective markets. Still, they may face challenges in gaining a larger market share or
fending off new entrants.

A more detailed description of the descriptive statistics of the respondents” answers is
presented in Table 5.

Each variable and its construct-forming indicators was tested in the SEM analysis
step. This study examined the effect of social capital (SC) and organizational health
(OH) on competitive advantage (CA). Social capital consists of three dimensions, namely
relational (REL), structural (STR), and cognitive (COG). Organizational health (OH) has
nine dimensions, namely direction (DIR), leadership (LED), work culture and climate (C),
accountability (AC), control coordination (CC), capability, motivation (MOT), external
orientation (EO), and learning and innovation (LI). Meanwhile, competitive advantage
has four dimensions, namely valuable (V), rare (R), inimitable (I), and non-substitutable
(N). In SEM analysis, a bias test was carried out using Harman’s single factor method to
measure common method variance. Using Harman’s single factor test, the majority of the
variance could be explained by one factor. The value of a good Harman'’s single factor test
must be below 50% [61,62]. In this study, Harman’s single factor test was carried out with a
variance proportion of 41.9%. These results indicate that the overall item (single factor) in
constructing the construct did not occur in common method biases, which cause errors or
errors in measuring and testing data. Therefore, CMB could be neglected.

After confirming that each item (single factor) was unbiased, SEM analysis was
required first, namely by considering sample size, data normality, outlier-free, and
multicollinearity-free. Based on the results obtained, it was determined that the SEM
assumptions were fulfilled, as seen in Table 6.

As indicated in Table 6, it can be seen that all of the assumptions in testing using SEM
were fulfilled. The next step was confirmatory factor analysis of the data. In this study,
factor analysis was carried out using indicators that had been parceled before. Parceling
uses a composite score of items that include the same component. For example, component-
1 in the relational dimension of the social capital variable in this study contained six
items, so the composite score was obtained from the composite score of the six items.
The composite score in this study used the average of each item on one dimension for
parceling [63,64]. The differences in the models before and after parceling can be seen in
Figure 2.
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Table 5. Descriptive Statistics of Respondents” Answers.

Variable

Dimension

Items

Sum

Mean

S.D **

Likert Scale Points

1.

Prop. *

2.

Prop. *

3.

Prop. *

4.

Prop. *

Prop. *

Social Capital

Relational

Structural

We exchange information with
our partners.

Our partners are partners we
really trust.

Our partners always assist when

we need it.

We always maintain good
communication with our
partners.

We try to fulfill our partner’s
request as a form of
remuneration.

Our relationship with our
partners is very close to the
personal level.

Those who help with our
business activities are mostly
friends or family.

Those who help our business
activities are mostly
acquaintances, volunteers, or
private institutions.

Those that help our business

activities are mostly government

offices or banks.

1167

1035

994

904

708

611

1353

713

587

3.20

2.84

2.72

248

1.94

1.67

3.71

1.95

1.61

0.98

1.21

1.05

1.07

0.95

0.88

1.23

0.96

0.84

24

58

51

79

146

207

28

144

217

6.6%

15.9%

14.0%

21.6%

40.0%

56.7%

7.7%

39.5%

59.5%

55

87

103

104

121

82

42

124

84

15.1%

23.8%

28.2%

28.5%

33.2%

22.5%

11.5%

34.0%

23.0%

130

118

117

122

76

64

52

70

54

35.6%

32.3%

32.1%

33.4%

20.8%

17.5%

14.2%

19.2%

14.8%

137

61

84

49

18

12

130

24

10

37.5%

16.7%

23.0%

13.4%

4.9%

3.3%

35.6%

6.6%

2.7%

19

41

10

11

113

5.2%

11.2%

2.7%

3.0%

1.1%

0.0%

31.0%

0.8%

0.0%
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Table 5. Cont.

Variable

Dimension

Items

Sum

Mean

S.D **

Likert Scale Points

1.

Prop. *

2.

Prop. *

3.

Prop. *

Prop. *

5.

Prop. *

Cognitive

We understand that our
partnership relationship has a
common goal.

We understand we share the
same ambitions as our partners.
We understand the needs of our
partners.

We understand that our
partnership relationship results
in shared rules, values, or norms.
We understand that our partners
have business practices similar to
ours.

1259

1073

963

817

681

3.45

2.94

2.64

224

1.87

1.13

1.18

1.06

1.00

0.94

28

47

47

99

161

7.7%

12.9%

12.9%

27.1%

44.1%

45

92

134

127

115

12.3%

25.2%

36.7%

34.8%

31.5%

86

95

109

96

69

23.6%

26.0%

29.9%

26.3%

18.9%

147

98

54

39

17

40.3%

26.8%

14.8%

10.7%

4.7%

59

33

21

16.2%

9.0%

5.8%

1.1%

0.8%

Organizational
Health

Direction

Leadership

We have a purpose for why this
SME was founded.

We communicate every direction
of our business strategy to
employees as clearly as possible.
We involve employees in
decision-making.

Leadership in this SME
emphasizes hierarchy to get
work done.

Leadership in this SME involves
employees in carrying out tasks.
The leadership in this SME seeks
to build a positive environment
characterized by a mutually
supportive team.

Leaders challenge employees to
dare to accept challenging
assignments.

1350

1202

1252

1405

1294

1246

1242

3.70

3.29

343

3.85

3.55

341

3.40

1.01

1.18

1.19

1.09

0.97

1.06

1.26

37

28

11

13

19

29

0.8%

10.1%

7.7%

3.0%

3.6%

5.2%

7.9%

49

41

50

36

31

44

63

13.4%

11.2%

13.7%

9.9%

8.5%

12.1%

17.3%

92

129

103

75

120

130

98

25.2%

35.3%

28.2%

20.5%

32.9%

35.6%

26.8%

132

94

105

118

146

111

82

36.2%

25.8%

28.8%

32.3%

40.0%

30.4%

22.5%

89

64

79

125

55

61

93

24.4%

17.5%

21.6%

34.2%

15.1%

16.7%

25.5%
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Table 5. Cont.
Likert Scale Points
Variable Dimension Items Sum Mean S.D **
L Prop. * 2. Prop. * 3. Prop. * 4. Prop. * 5. Prop. *
Work We seek to create openness in
Culture and P 1432 3.92 1.00 3 0.8% 34 9.3% 76 20.8% 127 34.8% 125 34.2%
Climate employees to encourage honesty.
Employees compete fairly. 1235 3.38 1.12 15 4.1% 75 20.5% 97 26.6% 111 30.4% 67 18.4%
We have strict oversight to
enforce standards of conduct on 1159 3.18 1.12 28 7.7% 71 19.5% 121 33.2% 99 27.1% 46 12.6%
all employees.
Employee creaivity isnot 1218 334 124 30  82% 65  17.8% 104  285% 84  23.0% 8  225%
limited to supporting innovation.
Accountability Employees haveroles according 1,75 43 .00 2 05% 32  88% 70  192% 111  304% 150  41.1%
to their abilities.
Our evaluation shows that
employees have successfully 1262 3.46 113 24 66% 44 121% 108 29.6% 119  326% 70 192%
completed tasks according to
their roles.
Employees get rewards 1181 3.24 117 28  77% 76  208% 99  271% 106  29.0% 56  15.3%
according to their performance.
There is a personal relationship
between employees and SME 1180 3.23 1.29 45 12.3% 59 16.2% 102 27.9% 84 23.0% 75 20.5%
based on responsibility.
Coordination We conduct employee
performance evaluations 1537 421 0.94 3 0.8% 23 6.3% 44 12.1% 119 32.6% 176 48.2%
and Control .
consistently.
We consistently evaluate the
achievement of operational 1358 3.72 1.12 22 6.0% 31 8.5% 70 19.2% 146 40.0% 96 26.3%
targets.
We have consistent control over
: - 1212 3.32 1.25 37 10.1% 59 16.2% 94 25.8% 100 27.4% 75 20.5%
the use of financial resources.
We evaluate compliance with
laws or regulations that apply 933 2.56 1.33 99 27.1% 98 26.8% 80 21.9% 42 11.5% 46 12.6%

consistently.
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Table 5. Cont.
Likert Scale Points
Variable Dimension Items Sum Mean S.D **
L Prop. * 2. Prop. * 3. Prop. * 4. Prop. * 5. Prop. *
Capability ;Y)zft’;;employees in the right 1564 428 105 5 14% 34 93% 33 90% 73 200% 220  60.3%
Employees receive adequate 929 2.55 111 84  230% 82  225% 124  340% 66  181% 9 2.5%
training consistently.
Motivation ~ -eaders seek to inspire their 1519 416 1.01 5 1.4% 29 7.9% 43 118% 113 31.0% 175  47.9%
employees.
We provide opportunities for
employees to carry out higher 1264 3.46 1.31 42 11.5% 45 12.3% 77 21.1% 104 28.5% 97 26.6%
duties.
We can provide financial bonuses g ¢ 2.59 138 114  312% 72 197% 65  178% 77  211% 37  10.1%
to their employees.
External We focus on customer 1597 438 094 5 14% 15 41% 43 11.8% 77 211% 225  61.6%
Orientation satisfaction.
We are observant in the face of 953 261 114 73 200% 109  299% 78  214% 97  266% 8  22%
competition with competitors.
Learning .
and The leader plays an essentialrole 53 5 098 7 19% 16 44% 51  140% 94  258% 197  54.0%
. in learning to create innovation.
Innovation
Follower participation plays a
vital role in learning to create 978 2.68 1.14 62 17.0% 108 29.6% 98 26.8% 79 21.6% 18 4.9%
innovation.
. We already have preparations to
Competitive  Valuable deal with changes related to 1552 425 0.89 1 0.3% 16 4.4% 57 156% 107  293% 184  50.4%
Advantage Resource e
competition in the future.
We have management anticipate
changes in strategy for business 1067 2.92 1.30 55 15.1% 97 26.6% 97 26.6% 53 14.5% 63 17.3%
activities for the next 3 years.
Rare We have an organizational 1502 412 0.98 1 0.3% 26 7.1% 72 197% 97 266% 169  46.3%
Resource structure.
Employees play a role according
to their position in the 1310 3.59 1.11 19 5.2% 45 12.3% 80 21.9% 144 39.5% 77 21.1%
organizational structure.
We have technical competencein 55, 357 118 13 3.6% 62  170% 102 279% 81  222% 107  29.3%

our business activities.
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Table 5. Cont.
Likert Scale Points
Variable Dimension Items Sum Mean S.D **
L Prop. * 2. Prop. * 3. Prop. * 4. Prop. * 5. Prop. *
Inimitable  We have specific competencies 1413 387 125 24 66% 34 93% 67  184% 80  219% 160  43.8%
Resource related to our business activities.
We have product characteristics
that are difficult for competitors 1256 3.44 0.99 2 0.5% 70 19.2% 117 32.1% 117 32.1% 59 16.2%
to imitate.
We have in-house capabilities to 4, 3.24 121 33 9.0% 69  189% 105 28.8% 94  258% 64  17.5%
resolve issues quickly.
We are competent in building 1122 3.07 115 36 9.9% 79  216% 115  315% 92 252% 43  11.8%
organizations to get bigger.
Non- We have unique product that
Substitutable  competitors do not know how to 1245 3.41 1.22 19 5.2% 86 23.6% 71 19.5% 104 28.5% 85 23.3%
Resource make it.
We have a unique product that is
difficult to be replaced by 1042 2.85 1.36 81 22.2% 69 18.9% 91 24.9% 70 19.2% 54 14.8%
competitors.
We have unique marketing 798 2.19 127 153  419% 8  230% 54  148% 55  151% 19 5.2%

techniques.

* Prop.: Proportion, ** S.D: Standard Deviation.



Sustainability 2023, 15, 7945 24 of 37

Table 6. SEM Assumptions.

Assumptions Results Conclusion

Sample Size 365 samples Fulfilled
Multivariate normality 1.627
(<1.96 for research at level
Normality Test 0.05), and Fulfilled
Kolmogorov-Smirnov
normality test 0.073 (>0.05)
There is data with a
Mahalanobis distance of
32.084, but this distance can

Outlier-Free still be tolerated because Fulfilled
multivariate normality is
fulfilled.
Multicollinearity test tolerance
Multicollinearity Test value >0.10, 0.229, and VIF Fulfilled

value < 10.0, 4.364 on
collinearity statistics.

Source: Processed Primary Data (2023).
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Figure 2. Illustration of the differences in models before and after item-parceling: (a) model before
item-parceling; (b) model after item-parceling.

After the item-parceling was carried out, the next step was confirmatory factor analysis
(CFA), which was carried out to see whether the construct on each variable was confirmed
as a supporting factor for each variable or not. After that, validity and reliability tests
were carried out. Validity and reliability tests were carried out so that this research could
represent the actual situation in the field. CFA is commonly used to examine the underlying
latent constructs or dimensions of a given set of observed variables. The lower limit for
the valid magnitude of the loading factor is equal to 0.5 [51,61]. Based on the validity test
using IBM AMOS, all indicators were declared valid, as shown in Table 7.
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Table 7. Factor Validity Test Results.

Variable Variable Construct SLF * Criteria
COG + SC 0.899 Valid
Social Capital STR <+ SC 0.839 Valid
REL « SC 0.906 Valid
DIR + OH 0.905 Valid
LED < OH 0.910 Valid
C + OH 0.862 Valid
AC + OH 0.919 Valid
Organizational Health CC + OH 0.919 Valid
CAP «+ OH 0.881 Valid
MOT «+ OH 0.891 Valid
EO < OH 0.856 Valid
LI+ OH 0.836 Valid
V <+ CA 0.808 Valid
. R <+ CA 0.878 Valid
Competitive Advantage I« CA 0.880 Valid
N« CA 0.742 Valid

* SLF: Standardized Loading Factor. Source: Processed Primary Data (2023).
Table 7 confirms that the overall construct of latent variables was valid. After carrying
out the validity test, a reliability test was carried out with a construct reliability (C.R) value

of >0.70 and AVE > 0.50 The results of the reliability test are presented in Table 8.

Table 8. Factor Reliability Test Results.

Variable CR AVE Criteria

Social Capital COG + SC 0.899 Reliable
Organizational Health LI + OH 0.836 Reliable
Competitive Advantage N+ CA 0.742 Reliable

Source: Processed Primary Data (2023).

In the next step, modeling was carried out by compiling a path diagram, shown in

Figure 3.
g 7 3 4

.00 y1.02.0C4 1.0

Figure 3. Path Diagram.
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After the path diagram was prepared, the next step was organizing the conversion of
the path diagram into a structural equation. Obtained results are illustrated in Table 9.

Table 9. Structural Equation of Path Diagram Conversion.

Social Capital

Organizational Health

Competitive Advantage

REL =A1SC + €1
STR =A15C + €2
COG=A1SC + €3

DIR =A1 OH + ¢4
LED=A10H + ¢5
C=A10H + ¢6
AC=A10H + ¢7
CC=A10H +¢8
CAP=A10H + ¢9

MOT = A1 OH + €10

EO=A10H + €11
LI=A1OH + €12

V=A1CA +¢13
R=A1CA +¢14
I=A1CA +¢15
N =A1CA +¢16

After compiling the structural equation, the input matrix involved covariance and
correlation matrices. The estimated model used was the maximum likelihood estimate.
The maximum likelihood estimate was fulfilled, assuming that the minimum data set
cardinality equaled 200. In this study, the data set cardinality was equal to 365. The next
step was to evaluate the feasibility by testing the whole model’s fit. The fit of the model
to the data was evaluated using the goodness of fit indices (GoFI) measurement. GoFI is
divided into three groups: absolute fit indices, incremental fit indices, and parsimonious
fit indices. The results of the model fit validation thanks to goodness of fit application are

presented in Table 10.

Table 10. Goodness of Fit Index in the First Modeling.

GoFI Cut of Value Value Criteria

CMIN/DF 1.00 < CMIN/df < 3.00 5.606 Unfit
Goodness of Fit Index (GFI) >0.80 0.843 Fit
Root Mean Square (RMS) <0.05 0.022 Fit
Root Mean Square Error of .

< <

Approximation (RMSEA) 0.05 < RMSEA < 0.08 0.112 Unfit
Adjusted Goodness of Fit Index .

(AGFI) >0.90 0.789 Unfit
Normal Fit Index (NFI) >0.90 0.923 Fit
Tucker-Lewis Index (TLI) >0.80 0.935 Fit
Comparative Fit Index (CFI) >0.90 0.935 Fit
Incremental Fit Index >0.90 0.936 Fit
Parsimony Fit Measure (PNFI) 0.50-1.00 0.777 Fit
Parsimonious Goodness of Fit 0.50-1.00 0.626 Fit

Index (PGFI)

As Table 10 confirms, the CMIN/df, RMSEA, and AGFI values still did not fit. There-
fore, a model modification was made. Model modification was carried out by looking at
the recommended modification indices and correlating errors so that a fit model was finally
obtained [65]. The effects of these modifications are illustrated in Figure 4 and Table 11.
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Figure 4. Structural Model After Modification Indices.

Table 11. Goodness of Fit After Modification Indices.

GoFI Cut of Value Value Criteria
CMIN/DF 1.00 < CMIN/df < 3.00 3.316 Marginal Fit
Goodness of Fit Index .
>0. .
(GFI) >0.80 0.926 Fit
Root Mean Square (RMR) <0.05 0.015 Fit
Root Mean Square Error
of Approximation 0.05 < RMSEA < 0.08 0.080 Fit
(RMSEA)
Adjusted Goodness of Fit . .
Index (AGFT) >0.90 0.876 Marginal Fit
Normal Fit Index (NFI) >0.90 0.965 Fit
Tucker-Lewis Index (TLI) >0.80 0.963 Fit
Comparative Fit Index .
>
(CFI) >0.90 0.975 Fit
Incremental Fit Index >0.90 0.975 Fit
Parsimony Fit Measure .
(PNFI) 0.50-1.00 0.661 Fit
Parsimonious Goodness .
of Fit Index (PGFI) 0.50-1.00 0.555 Fit

From the respecification of the model, the Goodness of Fit is obtained, as shown in
Table 11.

Based on the modifications made to the model, it can be seen that the model as a
whole was declared fit. Although several indices were still within the “marginal fit” criteria,



Sustainability 2023, 15, 7945

28 of 37

several other indices were declared fit. Therefore, the model is feasible to use. Model
modification is performed by correlating the errors in the variables and eliminating items
in the construct that do not match the model. Surprisingly, the dimension of work culture
and climate (C) was unsuitable for establishing a fit model of the culinary and craft SMEs’
organizational health (OH) in Samarinda City. Therefore, the respecification of the model
was carried out to produce a statistically fit model.

Before testing the hypothesis, a non-response bias test was carried out using the
Common Latent Factor (CLF) in Amos, where the difference in the regression weights in
the CLF model and the non-CLF model was compared. The lowest value of the difference
in standardized regression weight must be <0.2 [66]. The results of the bias test with CLF
are interpreted in Table 12.

Table 12. Difference in Value of Standardized Regression Weight.

. Standardized

Variable Regression Weight NON-CLF CLF A
REL ¢ SC 0.904 1 0.096
Social Capital STR <+ SC 0.846 1.016 0.170
COG « SC 0.911 0.944 0.033
DIR + OH 0.928 1 0.072
LED « OH 0.903 1.102 0.199
C+ OH 0.924 1.089 0.165
o AC « OH 0.919 1.106 0.187
Organizational Health CAP « OH 0.880 1.063 0.183
MOT + OH 0.915 1.042 0.127
EO « OH 0.856 1.002 0.146
LI+ OH 0.871 1.07 0.199
V< CA 0.807 1 0.193
. R « CA 0.879 1.038 0.159
Competitive Advantage 1+ CA 0.859 0.983 0.124
N« CA 0.714 0.905 0.191

The next step was hypothesis testing. Hypothesis testing was carried out using a
structural model fit analysis with test criteria: The hypothesis is accepted if the critical
ratio (C.R) value is >1.65 and p-value is <0.05. The hypothesis test measures the partial
effect between the variables of social capital and organizational health. Test measures are
presented in Table 13.

Table 13. Hypothesis Test of the Partial Effect of Social Capital and Organizational Health on
Competitive Advantage.

Hypothesis CR Value Criteria
Hypothesis 1 4.245 0.000 Accepted
Hypothesis 2 6.442 0.000 Accepted

Based on the results of hypothesis testing, it was determined that social capital (SC) has
a positive and significant effect on competitive advantage (CA), so Hypothesis 1 is accepted.
It can be seen that the C.R value was above 1.65, at 4.245, and the p-value was 0.000. Thus,
every unitary increase in social capital has an effect of 0.464. Organizational health (OH)
has a positive and significant effect on competitive advantage (CA), so Hypothesis 2 is
accepted. It can be seen that the C.R value was above 1.65, at 6.442, and the p-value was
0.000. Thus, with every unitary increase in organizational health, competitive advantage
increases by 0.531.
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Testing the hypothesis related to the effect of social capital and organizational health
simultaneously was carried out by looking at the R-square value in the AMOS output. See
Table 14 provides this information.

Table 14. Hypothesis Test of the Simultaneous Effect of Social Capital and Organizational Health on

Competitive Advantage.
Variable R-Square
Competitive Advantage (CA) 0.956

Based on the table, it can be seen that the R-Square value of exogenous latent variables,
namely social capital and organizational health, had an effect of 95.6% on endogenous
latent variables, namely competitive advantage. Additionally, the remaining 4.4% was
explained by other variables outside this study. Thus, Hypothesis 3 is accepted. It can be
concluded that:

Hypothesis 1 is accepted. Social capital has a positive and significant effect on competitive
advantage.

Hypothesis 2 is accepted. Organizational health has a positive and significant effect on competi-
tive advantage.

Hypothesis 3 is accepted. Social capital and organizational health influence a competitive
advantage simultaneously.

5. Discussion

The results of hypothesis testing show that social capital has a positive and significant
effect on the competitive advantage of the culinary and craft SMEs in Samarinda City. Social
capital consisting of three dimensions, namely relational, structural, and cognitive, shows
its influence toward competitive advantage in the VRIN framework, namely resources
that are valuable, rare, inimitable, and non-substitutable. The effect of social capital on
competitive advantage in the culinary and craft SMEs in Samarinda City implicitly explains
that factors originating from outside the organization’s scope have a positive and significant
effect on the realization of competitive advantage. Social capital that prioritizes the quality
of SME relationships with their partners to form several network configurations that
manifest shared goals and culture is considered to be an important factor for SMEs, which
usually comprise organizations with a small portfolio for competitive advantage realization.
Compared to previous research, which stated that network configuration has no significant
effect on social capital modeling [31], in this study, network configuration affected social
capital modeling. The effect of the configuration on modeling social capital follows previous
empirical research that specifically examined the structure of social capital [29], especially
in SMEs in the creative economy sector [67], to achieve competitive advantage [68]. As
mentioned in previous research on social capital, which is expected to use three dimensions,
relational, structural, and cognitive [29], in this study, these three dimensions had a positive
and significant influence in modeling social capital for competitive advantage. This fact
justifies the results of previous empirical research stating that social capital, directly and
indirectly, influences competitive advantage [34,36,38].

The results of hypothesis testing indicate that organizational health has a positive
and significant effect on competitive advantage. Organizational health in measuring the
competitive advantage of the culinary and crafts SMEs in Samarinda City focuses on
dimensions related to the internal organization, in this case, the internal SMEs themselves.
These dimensions include direction, leadership, accountability, coordination and control,
capability, motivation, external orientation, and learning and innovation, which were
proposed by Keller and Price in previous literature [23]. The eight dimensions focus on
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internal SMEs. The culinary and craft SMEs in Samarinda City show that internal strengths,
such as a high organizational health index, can create the competitive advantage within
the VRIN framework. These results are consistent with previous empirical research, which
states that organizational health affects competitive advantage.

Surprisingly, the dimension of work culture and climate did not fit the previously
proposed structural model, so the model was respecified by eliminating the work culture
and climate factor. Compared with previous empirical research, a similarity was found.
Previous empirical research stated that work culture could not directly influence competi-
tive advantage [68]. Even so, there seems to be a controversy about why a positive work
climate is unsuitable for modeling organizational health to competitive advantage. It can
be compared to recent research, including work climate modeling for competitive advan-
tage. Compared to previous studies, which stated that work climate significantly affected
competitive advantage [69-71], this study found no significant effect. Implicitly, another
variable that moderates or intervenes in organizational health variables that contain work
culture and climate factors is required [72]. It is why work culture climate factors were not
appropriate for inclusion in the structural model.

Nevertheless, the other eight dimensions seem relevant in this regard. In other words,
organizational health positively and significantly affects competitive advantage, especially
in the culinary and craft SMEs in Samarinda City. It reinforces the justification of previous
empirical research, which states that organizational health positively and significantly
affects competitive advantage [37,73,74].

Social capital and organizational health have a simultaneous positive and significant
effect on competitive advantage. The culinary and craft SMEs in Samarinda City need these
two important factors to achieve competitive advantage. By combining three dimensions,
namely relational, structural, and cognitive, as essential dimensions in social capital and
eight main dimensions of organizational health, namely direction, leadership, accountabil-
ity, coordination and control, capability, motivation, external orientation, and learning and
innovation, they can realize competitive advantage at the strategic level according to four
main VRIN dimensions.

Based on this, it can be implicitly translated that building a competitive advantage
for the culinary and craft SMEs in Samarinda City requires the utilization of external and
internal aspects. Social capital is an external aspect that can be acquired by the culinary
and craft SMEs in Samarinda City. It focuses on the quality of an SME relationship with
its partners and forms a particular network configuration that manifests shared goals and
culture. If it is built to be more robust, competitive advantage can be maximized. Likewise,
on the internal aspect where organizational health as a whole pays attention to alignment,
execution, control, improvement, and learning to create the competitive advantage in the
long term, this implicitly shows that organizational health is a long-term investment to
encourage SMEs to achieve competitive advantage. The simultaneous effect of social capital
and organizational health on the competitive advantage of the culinary and craft SMEs
in Samarinda City is the novelty of research. The positive and significant effect of social
capital and organizational health on the competitive advantage raises the creative economy
phenomenon where SMEs are the backbone of the creative economy to build a people’s
economy, especially in the buffer zone of the new capital of Indonesia: Samarinda City.

6. Conclusions

The results of this study explicitly answer the research objectives, which aimed to
analyze the influence of social capital, organizational health, and competitive advantage
partially and simultaneously. Based on the results and analysis discussed, several conclu-
sions can be drawn regarding the effect of social capital and organizational health on the
competitive advantage of the culinary and craft SMEs in Samarinda City. Social capital
has a partially positive and significant effect on the competitive advantage of the culinary
and craft SMEs in Samarinda City. Implicitly, external factors are needed, such as SME
networks formed with partners that involve outsiders; in this context, it is social capital.
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All dimensions of social capital consisting of relational, structural, and cognitive are factors
that are suitable for forming social capital in realizing competitive advantage.

Organizational health has a partially positive and significant effect on the competitive
advantage of the culinary and craft SMEs in Samarinda City. Improving organizational
health will increase competitive advantage for the culinary and craft SMEs in Samarinda
City. The effect of organizational health on the competitive advantage of the culinary and
craft SMEs in Samarinda City shows that SMEs need internal aspects of internal align-
ment, strategy execution, and internal renewal to be able to realize competitive advantage.
Organizational health, which consists of nine dimensions, namely direction, leadership,
work culture and climate, accountability, control and coordination, capability, motivation,
external orientation, and learning and innovation, is surprisingly not very suitable for the
model offered in the case of the culinary and craft SMEs in Samarinda City. One of the
fundamental conclusions of the paper was that the work culture and climate dimension was
inappropriate, so it was eliminated from the model. This indicates the need for additional
variables as moderators or interventions between organizational health and competitive
advantage, as revealed in previous empirical research. However, the other eight dimensions
were appropriate and showed better influence.

Social capital and organizational health have a positive and significant effect on
competitive advantage. Therefore, it is necessary to optimally increase social capital and
organizational health so that the culinary and craft SMEs in Samarinda City can realize
competitive advantage.

6.1. Theoretical Implication

This study adds to the body of knowledge by providing an explanatory mechanism
for linking social capital, organizational health, and competitive advantage in the context
of SMEs engaged in creative economic sectors such as the culinary and craft subsectors.
Furthermore, this study contributes to the literature because it considers the influence
of various variables, such as social capital and organizational health, that can trigger the
competitive advantage of SMEs during the post-COVID-19 pandemic economic recovery
and the sustainable era. The current study advances the classic theories of social capital, or-
ganizational health, and competitive advantage within the VRIN framework. This research
incorporated the grand theory of social capital and organizational health, describing how
and why social capital and organizational health can shape optimal competitive advantage.
The study’s results confirm that social capital and organizational health positively affect
competitive advantage.

6.2. Practical Implication

SMEs can benefit from investing in social capital by building solid relationships with
their customers, suppliers, and other stakeholders. By cultivating trust and reciprocal
relationships, SMEs can establish a reputation for reliability and honesty to help them
achieve a competitive advantage. To build social capital, SMEs should develop strong
relationships with key stakeholders. That may involve attending industry events and
conferences, participating in online forums and social media groups, and engaging in
collaborative projects with other businesses.

SMEs prioritizing organizational health are more likely to achieve competitive ad-
vantage. By achieving adequate internal alignment, proper execution, and continuous
internal updates, SMEs can improve their overall health and resilience. That may include
offering training programs, providing rigorous feedback and recognition, and coaching
and teamwork training in their execution.

SMEs that can establish and maintain a competitive advantage are more likely to
succeed in a crowded marketplace. By focusing on their strengths and differentiating
themselves from their competitors, SMEs can attract and retain customers and increase
their market share. To establish a competitive advantage, SMEs should develop a strong
value proposition that differentiates them from their competitors. SMEs can leverage their
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social capital and organizational health to support their competitive advantage by building
strong relationships with key stakeholders and creating a positive work environment that
fosters innovation and creativity.

6.3. Policy Implication

The implications of the competitive advantage of culinary and craft SMEs for sus-
tainable development goals (SDGs) can be significant. By increasing their competitive
advantage, SMEs can contribute to achieving the SDGs, which aim to promote sustainable
economic, social, and environmental development. The competitive advantage of SMEs
has led to decent economic growth following SDGS. In addition, achieving a competitive
advantage for SMEs can create local economic development. By supporting local producers
and suppliers, culinary and craft SMEs can contribute to SDG 11 to make inclusive cities
and human settlements safe, resilient, and sustainable [1,3]. Culinary and craft SMEs in
Samarinda City also have the potential to become actors in cultural preservation. Most of
the superior products of culinary and craft SMEs are dominated by culinary and handicrafts
that carry elements of Kalimantan culture. This also contributes to SDG 4.

Thus, policymakers and stakeholders should consider promoting policies and strate-
gies that support the growth and development of these SMEs, because they can contribute
to achieving the SDGs [3]. The strategy that can be utilized is to increase social capital
and organizational health. Social capital figures tend to be low, which raises criticism and
questions. So far, partnerships implemented specifically by stakeholders have been running
effectively. Stakeholders and related policymakers need to review and re-evaluate the
extent to which social capital offered by institutions has been applied. The organizational
health of culinary and craft SMEs in Samarinda City is capable, but work culture and
climate do not influence organizational health properly to create a competitive advantage.
However, there has been no official report regarding the organizational health of stake-
holders. Therefore, further attention is needed regarding organizational health, especially
during the economic recovery following the COVID-19 pandemic.

6.4. Limitations and Future Research

This study has some limitations in terms of its analysis of the influence of social capital
and organizational health on the competitive advantage of culinary and craft SMEs in
Samarinda City. In this study, the subject was used as a unified entity because, according to
the Office of Industry, Cooperatives, and SMEs of East Kalimantan Provincial Government,
culinary and craft SMEs are commodities that have the potential to be exported despite a
lack of complete data on each subject. Moreover, the total population of SMEs in the craft
subsector was only 104 units, which did not meet the criteria for the SEM assumptions.
Therefore, this study combined two entities, namely culinary and craft SMEs, as a single
subject. The merger of the two entities was carried out to meet the SEM assumption criteria.

Second, eliminating the work culture and climate dimension from the measurement of
organizational health in the SME realm is surprising and allows for debate. Still, empirical
research states that work culture in SMEs cannot work alone with regard to the influence
on competitive advantage [72]. The study thus testifies to the need to apply other variables
for moderating and intervening purposes. Future research is expected to analyze the effect
of social capital and organizational health on competitive advantage with the subject of
culinary and craft SMEs separately. That will allow for the addition of other variables.

Moreover, in this research, one of the factors was eliminated, namely the work culture
and climate dimension in the respecification of the structural model. Therefore, it is
necessary to conduct further modeling analysis to assess the suitability of work culture
and climate factors as organizational health variables that influence competitive advantage.
This will allow other variables to intervene or moderate in realizing competitive advantage.

Third, the limited literature on organizational health and competitive advantage makes
it difficult to determine operational variables, especially in the SME context. Even so, the
lack of literature can be an opportunity for this research to become the latest research,
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especially in the context of SMEs in Southeast Asian regions such as Samarinda City in
Indonesia, which are still rarely studied. Further research is suggested to develop this
research model by adding several variables that moderate or intervene or use a different
theory to develop the most effective model for achieving competitive advantage for SMEs.
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Appendix A

Social Capital

We exchange information with our partners.

Our partners are partners we really trust.

Our partners always assist when we need it.

We always maintain good communication with our partners.

We try to fulfil our partner’s request as a form of remuneration.

Our relationship with our partners is very close to the personal level.

Those who help with our business activities are mostly friends or family.

Those who help our business activities are mostly acquaintances, volunteers, or
private institutions.

Those that help our business activities are mostly government offices or banks.

We understand that our partnership relationship has a common goal.

We understand we share the same ambitions as our partners.

We understand the needs of our partners.

We understand that our partnership relationship results in shared rules, values,
or norms.

We understand that our partners have business practices similar to ours.

Organizational Health

We have a purpose for why this SME was founded.

We communicate every direction of our business strategy to employees as clearly
as possible.

We involve employees in decision-making.

Leadership in this SME emphasizes hierarchy to get work done.

Leadership in this SME involves employees in carrying out tasks.

The leadership in this SME seeks to build a positive environment characterized by a
mutually supportive team.

Leaders challenge employees to dare to accept challenging assignments.

We seek to create openness in employees to encourage honesty.

Employees compete fairly.

We have strict oversight to enforce standards of conduct on all employees.

Employee creativity is not limited to supporting innovation.

Employees have roles according to their abilities.

Our evaluation shows that employees have successfully completed tasks according to
their roles.

Employees get rewards according to their performance.
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There is a personal relationship between employees and SME based on responsibility.

We conduct employee performance evaluations consistently.

We consistently evaluate the achievement of operational targets.

We have consistent control over the use of financial resources.

We evaluate compliance with laws or regulations that apply consistently.

We put employees in the right position.

Employees receive adequate training consistently.

Leaders seek to inspire their employees.

We provide opportunities for employees to carry out higher duties.

We can provide financial bonuses to their employees.

We focus on customer satisfaction.

We are observant in the face of competition with competitors.

The leader plays an essential role in learning to create innovation.

Follower participation plays a vital role in learning to create innovation.

Competitive Advantage

We already have preparations to deal with changes related to competition in the future.

We have management anticipate changes in strategy for business activities for the next
3 years.

We have an organizational structure.

Employees play a role according to their position in the organizational structure.

We have technical competence in our business activities.

We have specific competencies related to our business activities.

We have product characteristics that are difficult for competitors to imitate.

We have in-house capabilities to resolve issues quickly.

We are competent in building organizations to get bigger.

We have unique product that competitors do not know how to make it.

We have a unique product that is difficult to be replaced by competitors.

We have unique marketing techniques.
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