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Kepada: "editor.ijsdp iieta.org" <editor.ijsdp@iieta.org>

Dear Editor IJSDP,

Thank you for information on my paper with manuscript ID 19519; for galley proof | have revised my paper with
special reference to the following points:

1. | have revised the paper according to the template. (attached)

2. Attach the DOI to the reference as shown in the template. Click http://www.crossref.org/guestquery/ for a DOI
request. (For this DOI I still don't understand how to bring up the numbers, please guide and help)

3. | have made and attached the contents of the "Copyright Transfer Agreement". Please note that the "appropriate
author's signature" in the agreement must be signed manually. (attached)

4. | highlight the revised part with highlights.

5. I have given the ORCID of all authors.

Thank you for your support and | am waiting for next good news my paper publish in IJSDP soon.
Best regards

Annisa Mardatillah
[Kutipan teks disembunyikan]
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Kepada: "editor.ijsdp iieta.org" <editor.ijsdp@iieta.org>

Dear Editor 1JSDP,

Based on the decision of my article has been accepted in IJSDP entitled:

Manuscript Title: Sustainability Of Business Based On Indigenous Product Creativity In The Weaving Industry Of Palm Qil Waste In Riau,

Indonesia

Manuscript ID: 19159

I have paid USD 500.00- (five hundred dollars) via Bank Mandiri to the Bank mentioned by 1JSDP. Proof of remittance is attached. The
money transfer process takes 2-3 days to reach the destination account.

So then, Please provide information on what month my article will be published at IJSDP this year for what number and volume. I'm
waiting for the publication of my article soon at IJSDP. Thank You

12 Juni 2023 pukul 20.04

Customer

Name

Annisa Mardatillah

Account number

Bank Mandiri 1080024077357.
JI. Sudirman No 452. Pekanbaru - Indonesia

Address (Home ) JI Bukit Barisan, Perumahan Nagoya D3. Tenayan Raya, Pekanbaru. Riau. Indonesia
Misc

Date Monday, 12 June 2023

For Publication fee for paper published in IJSDP ID: 19159

Unit Price uUsD 500.00

Payment

PLEASE :

USD Remittance Path

BENEFICIARY NAME: [IETA-RSMC Beijing LTD

ACCOUNT NUMBER: 0200296409116032240

BENEFICIARY ADDRESS: Room 302, Building 3, Jinmao Plaza, Fengtai District, Beijing, PRC

BENEFICIARY BANKER'S NAME: Industrial and Commercial Bank of China Beijing Municipal Branch, Beijing, PRC
SWIFT CODE: ICBKCNBJBIM

PayPal: michael.zhang@vip.126.com

1. Remark the manuscript ID in the Remittance.
2. Send the remittance receipt or payment screenshot, and name and account number of the remitter to this email.

Total due in 15 days. Overdue accounts subject to a service charge of 1% per month.

Thank You,
Best Regards
Annisa Mardatillah

[Kutipan teks disembunyikan]
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Kepada: "annisa.fisipol@soc.uir.ac.id" <annisa.fisipol@soc.uir.ac.id>

Dear author,

Thank you for contributing your paper to INTERNATIONAL JOURNAL OF SUSTAINABLE
DEVELOPMENT AND PLANNING!

¢ Please revise your paper according to the attached comments.
¢ Highlight the revised parts in the final version of your paper and give a response according to review comments.
¢ Please typeset your paper according to template.

To ensure fast publication of your paper, please return your revised manuscript and answers to all queries to this email within 14
days. Thus, we have enough time to process your manuscript in the next step. For further assistance, please do not hesitate to
contact us via this email.

We would like to take this opportunity to thank you for choosing International Journal of Sustainable Development and Planning
as your publishing medium and hope that we will receive further submissions from you or your scholar friends in the future.

Best regards,

IJSDP Editorial Board

International Journal of Sustainable Development and Planning

http://www.iieta.org/Journals/IJSDP

International Information and Engineering Technology Association (IIETA)

http://www.iieta.org/
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Dear author,

Thank you for contributing your paper to INTERNATIONAL JOURNAL OF SUSTAINABLE
DEVELOPMENT AND PLANNING!

Please revise your paper with particular reference to the following points:
1. Please revise your paper according to template.

2. Attach DOI to references as demonstrated in the template. Click http://www.crossref.org/guestquery/
for a DOI query.

3. Please fill in “Copyright Transfer Agreement”. Please note that “corresponding author’s
signature” in the agreement shall be manually signed.

4. Please highlight the revised parts.
5. Please provide the ORCID of all authors.

To ensure fast publication of your paper, please return your revised manuscript ASAP. For further
assistance, please do not hesitate to contact us via this e-mail.

Best regards,

IJSDP Editorial Board

International Journal of Sustainable Development and Planning
http://www.iieta.org/Journals/1JSDP

International Information and Engineering Technology Association (IIETA)

http://www.iieta.org/

https://mail.google.com/mail/u/0/?ik=ff56804fda&view=pt&search=all&permmsgid=msg-f:1774186389518352463&simpl=msg-f:17741863895183...  1/2


http://www.crossref.org/guestquery/
http://www.iieta.org/Journals/IJSDP
http://www.iieta.org/

9/14/23, 8:08 PM Email Universitas Islam Riau - Galley proof of your paper submitted to IJSDP!

I ' I A International Information and
Engineering Technology Association

3 lampiran

E Copyright Transfer Agreement.pdf
2031K

@ IJSDP Template.docx
98K

@ IJSDP 19519 galley proof.docx
187K

https://mail.google.com/mail/u/0/?ik=ff56804fda&view=pt&search=all&permmsgid=msg-f:1774186389518352463&simpl=msg-f:17741863895183...  2/2


https://mail.google.com/mail/u/0/?ui=2&ik=ff56804fda&view=att&th=189f2d1f0893004f&attid=0.1&disp=attd&safe=1&zw
https://mail.google.com/mail/u/0/?ui=2&ik=ff56804fda&view=att&th=189f2d1f0893004f&attid=0.2&disp=attd&safe=1&zw
https://mail.google.com/mail/u/0/?ui=2&ik=ff56804fda&view=att&th=189f2d1f0893004f&attid=0.3&disp=attd&safe=1&zw

9/14/23, 8:07 PM

P UIRmail

Email Universitas Islam Riau - Decision on your revised paper submitted to IJSDP

ANNISA MARDATILLAH <annisa.fisipol@soc.uir.ac.id>

Decision on your revised paper submitted to IJSDP

editor.ijsdp iieta.org <edit

or.ijsdp@iieta.org>

Kepada: "annisa.fisipol@soc.uir.ac.id" <annisa.fisipol@soc.uir.ac.id>

Dear author,

We have reached a decision regarding your submission to International Journal of Sustainable

Development and Planning,

Manuscript Title: Sustainability Of Business Based On Indigenous Product Creativity In The Weaving

Industry Of Palm Oil Waste In Riau, Indonesia

Manuscript ID: 19159

Our decision is to: Accept Submission

Before we proceed with the publication of your article, please complete the arrange payment

of your article processing charge (US $ 500) in 15 days by the following ways:

Please fill in the blank when you complete the payment:

Customer

Name

Account number

Address

Misc

Date

For

Publication fee for paper published in [JSDP ID: 19159

Unit Price

uUsSD 500.00

Payment

USD Remittance Path
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ACCOUNT NUMBER: 0200296409116032240
BENEFICIARY ADDRESS: Room 302, Building 3, Jinmao Plaza, Fengtai District, Beijing, PRC

BENEFICIARY BANKER'S NAME: Industrial and Commercial Bank of China Beijing Municipal Branch,
Beijing, PRC

SWIFT CODE: ICBKCNBJBJM

PayPal: michael.zhang@vip.126.com

PLEASE :
1. Remark the manuscript ID in the Remittance.

2. Send the remittance receipt or payment screenshot, and name and account number of the
remitter to this email.

Total due in 15 days. Overdue accounts subject to a service charge of 1% per month.

If you have any questions, please do not hesitate to contact us.

Kind regards,

IJSDP Editorial Board
International Journal of Sustainable Development and Planning

http://www.iieta.org/Journals/IJSDP

International Information and Engineering Technology Association (IIETA)
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Dear author,

Thank you for contributing your paper to INTERNATIONAL JOURNAL OF SUSTAINABLE
DEVELOPMENT AND PLANNING!

¢ Please revise your paper according to the attached comments.
¢ Highlight the revised parts in the final version of your paper and give a response according to review comments.
¢ Please typeset your paper according to template.

To ensure fast publication of your paper, please return your revised manuscript and answers to all queries to this email within 14
days. Thus, we have enough time to process your manuscript in the next step. For further assistance, please do not hesitate to
contact us via this email.

We would like to take this opportunity to thank you for choosing International Journal of Sustainable Development and Planning
as your publishing medium and hope that we will receive further submissions from you or your scholar friends in the future.

Best regards,

IJSDP Editorial Board
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Kepada: "editor.ijsdp iieta.org" <editor.ijsdp@iieta.org>

Dear Editor 1JSDP,

Based on the decision of my article has been accepted in IJSDP entitled:

Manuscript Title: Sustainability Of Business Based On Indigenous Product Creativity In The Weaving Industry Of Palm Qil Waste In Riau,

Indonesia

Manuscript ID: 19159

I have paid USD 500.00- (five hundred dollars) via Bank Mandiri to the Bank mentioned by 1JSDP. Proof of remittance is attached. The
money transfer process takes 2-3 days to reach the destination account.

So then, Please provide information on what month my article will be published at IJSDP this year for what number and volume. I'm
waiting for the publication of my article soon at IJSDP. Thank You

12 Juni 2023 pukul 20.04

Customer

Name

Annisa Mardatillah

Account number

Bank Mandiri 1080024077357.
JI. Sudirman No 452. Pekanbaru - Indonesia

Address (Home ) JI Bukit Barisan, Perumahan Nagoya D3. Tenayan Raya, Pekanbaru. Riau. Indonesia
Misc

Date Monday, 12 June 2023

For Publication fee for paper published in IJSDP ID: 19159

Unit Price uUsD 500.00

Payment

PLEASE :

USD Remittance Path

BENEFICIARY NAME: [IETA-RSMC Beijing LTD

ACCOUNT NUMBER: 0200296409116032240

BENEFICIARY ADDRESS: Room 302, Building 3, Jinmao Plaza, Fengtai District, Beijing, PRC

BENEFICIARY BANKER'S NAME: Industrial and Commercial Bank of China Beijing Municipal Branch, Beijing, PRC
SWIFT CODE: ICBKCNBJBIM

PayPal: michael.zhang@vip.126.com

1. Remark the manuscript ID in the Remittance.
2. Send the remittance receipt or payment screenshot, and name and account number of the remitter to this email.

Total due in 15 days. Overdue accounts subject to a service charge of 1% per month.

Thank You,
Best Regards
Annisa Mardatillah

[Kutipan teks disembunyikan]

ﬂ Remittance IJSDP ID 19159.pdf
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Kepada: "editor.ijsdp iieta.org" <editor.ijsdp@iieta.org>

Dear Editor IJSDP,
Thank you for your information,

| have rechecked the final proof by revising author 2 ( Rosmayani ), but | cannot display author 2's number beside
Rosmayani's name. Please help with this.

Annisa Mardatillah ( Author 1 & Corresponding Author)
Rosmayani ( Author 2)
Rendi Prayuda ( Author 3)

| added the word Strategy in my Title to describe : Sustainability of Business Strategy Based on Indigenous
Product Creativity in the Weaving Industry of Palm Oil Waste in Riau, Indonesia.

The beginning of the paragraph in The introductory sentence starts with The increasing business competition, and
the companies are required to enhance their competitiveness sustainably.

Table 5 dan 6 | added the description

The paper1951 final proof revision attached

Therefore, | ask for understanding on this matter and can be accepted for the following process publish in IJSDP vol 8
'2I'(r)1§:r31kyou

Best Regards,

Annisa Mardatillah
[Kutipan teks disembunyikan]
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Kepada: "editor.ijsdp iieta.org" <editor.ijsdp@iieta.org>

Dear Editor IJSDP,

Thank you in advance for the opportunity to provide revised information to me with the title of my
article Sustainability Of Business Based On Indigenous Product Creativity In The Weaving Industry
Of Palm Oil Waste In Riau, Indonesia

| have revised this article according to the reviewer's directions and | sent it to the IJSDP email on April 30, 2023
before and | also submitted it through the IJSDP OJS. | sent it back through this email (attached )

Regarding this matter, | would like to ask about further progress for my article. | hope my article will receive a letter of
acceptance and be published on IJSDP soon ( June - July - August 2023). Thank you for your attention and support.

Best regards
Annisa Mardatillah

[Kutipan teks disembunyikan]
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Revise your manuscript submitted to IJSDP
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Kepada: "editor.ijsdp iieta.org" <editor.ijsdp@iieta.org>
Dear Editors 1JSDP,

Thank you in advance for the notes on the revisions | have to make to my article, Sustainability
Of Business Based On Indigenous Product Creativity In The Weaving Industry Of Palm Oil Waste
In Riau, Indonesia.

Through this revision, | also corrected my research location in the research title that the correct
one was Riau, Indonesia. | highlight all I want in red on each revision that has been revised

Based on the revision notes from the reviewer, | have corrected them by giving a red mark to
each repair | made according to the reviewer's directions. Attached

| have also adapted the IJSDP template. | have also submitted my revision via OJS
| hope this article will be accepted and published in the International Journal of Sustainable
Development and Planning (IJSDP) around July - August 2023. Thank you.

Best Regards,

Annisa Mardatillah

[Kutipan teks disembunyikan]
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Kepada: "annisa.fisipol@soc.uir.ac.id" <annisa.fisipol@soc.uir.ac.id>

Dear author,

We have reached a decision regarding your submission to /nternational Journal of Sustainable Development
and Planning,

Manuscript Title: Sustainability Of Business Strategy Based On Indigenous Product Creativity In The
Weaving Industry Of Palm Oil Waste In Riau, Indonesia

Manuscript ID: 19159
Our decision is to: Accept Submission

Before we proceed with the publication of your article, please complete the arrange payment

of your article processing charge (US $ 500) in 15 days by the following ways:

Please fill in the blank when you complete the payment:

Customer

Name

Account number

Address

Misc

Date

For Publication fee for paper published in [JSDP ID: 19159

Unit Price uUsD 500.00

Payment
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BENEFICIARY NAME: I[IETA-RSMC Beijing LTD
ACCOUNT NUMBER: 0200296409116032240
BENEFICIARY ADDRESS: Room 302, Building 3, Jinmao Plaza, Fengtai District, Beijing, PRC

BENEFICIARY BANKER'S NAME: Industrial and Commercial Bank of China Beijing Municipal Branch,
Beijing, PRC

SWIFT CODE: ICBKCNBJBIM

PayPal: michael.zhang@vip.126.com

PLEASE :
1. Remark the manuscript ID in the Remittance.

2. Send the remittance receipt or payment screenshot, and name and account number of the remitter
to this email.

Total due in 15 days. Overdue accounts subject to a service charge of 1% per month.

If you have any questions, please do not hesitate to contact us.

Kind regards,

IJSDP Editorial Board
International Journal of Sustainable Development and Planning

http://www.iieta.org/Journals/IJSDP

International Information and Engineering Technology Association (IIETA)
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This study analyzes knowledge management and innovation based on indigenous product
creativity to achieve a sustainable competitive advantage. The unit of analysis in this study
was the artisans of the woven handicraft industry from palm oil stem waste, totaling 50
respondents using a census sampling of the entire population. The analysis tool of this research
uses SEM PLS. The results of this study indicate that knowledge management and innovation
affect sustainable competitive advantage with indigenous product creativity as mediation in
the woven handicraft industry from waste palm oil stems. The findings succeeded in filling the
gap in previous research that the heterogeneity of company resources is getting higher to
achieve sustainable competitive advantage due to the indigenous factor of creativity as a
mediation that can provide added value different from competitors. This research implication
contributes to developing strategic management science with a resource approach with
empirical evidence that original product creativity is a substantial intermediary variable to
achieve sustainable competitive advantage. The practical implication of this research is that
business actors in the palm oil stem waste industry must pay more attention to their knowledge

resources and product innovation on indigenous product creativity.

1. INTRODUCTION

The higher increasing business competition, companies are
required to enhance their competitiveness in a sustainable
manner. The rapid development of technology and
information is a significant factor in this globalized era and
cannot be ignored. Market trends also change due to dynamic
customer needs and wants, presenting strategic challenges that
must be addressed. A company's resources alone cannot
determine its strength unless it can create unique value that
sets it apart from competitors.

Previous studies have shown a preference for imported
products over local ones, suggesting that local products are
less desirable [1]. This challenges the local craft industry to
add value through unique product appeal [2]. While past
research on innovation has emphasized product creativity,
there has been little focus on innovation based on indigenous
culture. However, it has been suggested that products with an
indigenous cultural background can generate higher emotional
value for consumers [3-5].

The expansion of oil palm plantations and increased
production volume in Indonesia have led to a surge in palm oil
waste, including palm oil stick waste. This waste is not being
utilized optimally despite its potential. In areas like Rokan
Hulu, Riau Province, the waste is often burned or discarded,
despite the potential for it to be transformed into valuable
commaodity products.

The primary hurdle lies in the limitations of knowledge
management practices and the need for improved product
types to achieve sustainable competitive advantage. The

limited capability for product innovation stems from a lack of
knowledge management in design, coloring, and packaging
techniques. As such, there is a need for strategies that focus on
indigenous product creativity, considering the global market's
high interest in unique local cultural products. These strategies
could turn palm oil stick waste into innovative products with
high economic value, thereby solving waste and
competitiveness issues.

Knowledge management is crucial in enabling companies
to detect new market opportunities quickly and drive
innovation [6]. It also fosters market responsiveness,
facilitating sustainable strategies [7]. However, formalization
could hinder radical projects which should be managed
informally to facilitate knowledge management across all
company units [8, 9]. The knowledge management process
consists of acquiring, applying, and sharing knowledge and
designing knowledge transfer [10, 11]. This process
incorporates tacit knowledge, explicit knowledge, and a
technology base [12]. The resource-based theory (RBT)
supports the notion that knowledge capability resources are
essential for achieving sustainable competitive advantage and
improving company performance [4]. However, what remains
unclear is the specific types of knowledge that provide unique
added value and are challenging to transfer.

Creating unique value from scarce resources that are not
easily imitated and have no substitutes requires innovative
skills. Unfortunately, many companies still view innovation as
a domain for newcomers. The strategic management approach
suggests that companies that do not actively implement
strategic management and remain passive will be overtaken by
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competition.

The concept of sustainable competitive advantage was
introduced in an article [13], which posits that companies
should possess resources that are rare, valuable, and not easily
imitated or substituted. A company's human resources can
provide a potential source of sustainable competitive
advantage [14]. Despite being valuable, rare, and not easily
replaced, resources that are easy to imitate bring challenges to
achieving sustainability. Patenting could be a solution to this
issue [15].

Moreover, heterogeneous resources, combined with
imperfect mobility, will achieve a competitive advantage due
to the differences in profitability among competitors. If
resources are distributed homogeneously, all organizations in
the industry will have the same strength and implement the
same strategy [15-17].

Research on sustainable competitive advantage is evolving,
with recent advancements in communication and information
technology leading to new approaches. One such approach
centers on knowledge-based system resources with a focus on
local cultural elements. However, current literature
predominantly uses only the keywords ‘sustainable
competitive advantage’ and ‘'knowledge management’,
indicating a significant gap in studies that incorporate
knowledge-based  system  resources into  sustainable
competitive advantage.

This disparity underlines the need for more exploration into
the integration of knowledge management and innovation
within the context of sustainable competitive advantage.
Specifically, there is a need to study how indigenous product
creativity can be leveraged as a strategic approach in the global
market. This approach can offer a new perspective on
achieving superiority in global competition through
cultivating and utilizing knowledge-based system resources
Figure 1 shows research framework which describes research
model.
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Figure 1. Research framework

2. LITERATURE REVIEW

Competitive advantage originates from a company's skills
and resources, including technical, managerial, and
operational capabilities. The uniqueness and differences
among competitors revealed through competitive advantage
analysis enable companies to maintain their advantage,
significantly impacting performance [18]. Activities such as
business design, production, marketing, and distribution can
create a sustainable competitive advantage by facilitating a
company's relative cost position and establishing a basis for
differentiation. Lower costs allow a company to offer more
value to customers than its competitors can.

Micro and Small Enterprises can develop alternative

strategies by leveraging both internal and external factors [19,
20]. Internal factors include marketing, production, human
resources, and finance, while external ones encompass
socioeconomic  conditions, technology, buyers, and
competitors. In the global business competition, companies
need to focus on internal perspectives in addition to industrial
structure, carefully examining and combining their resources
to gain core competencies and competitive advantages.

Strategy plays a significant role in an organization's ability
to stretch and fulfill its aspirations. It demands careful
planning and commitment to continuously enhance its
resources [21].

Knowledge management encompasses three primary
functions: knowledge generation, storage, and sharing.
Knowledge generation includes innovation and accumulation
of new knowledge, which is then combined with existing
knowledge. Knowledge sharing allows the dissemination of
skills, experiences, and knowledge within an organization.

A knowledge management process that involves gathering
experiences, clarifying knowledge, and creating, acquiring,
storing, and sharing that knowledge can lead to the
development of unique core skills and competencies. These
unique skills, which businesses, employers, and employees
acquire, create, store, share, and disseminate, are difficult to
imitate. Consequently, a sustainable competitive advantage
can be achieved when these skills are challenging to replicate
[22].

Knowledge can be the basis of a sustainable competitive
advantage if it can be quickly disseminated within the firm that
owns it but not easily transferred to other firms. This
declaration intends that knowledge that cannot be quickly
disseminated within a company belongs to many people who
do not belong to the company. As a result, the ability to create
value for the company is limited. The Knowledge Base View
(KBV) approach assumes that companies are business entities
capable of creating, integrating, and distributing knowledge.
The functionality created by the KBV approach is based on
something other than tangible resources, such as physical or
financial resources. KBV analysis includes human resources,
social and organizational resources, and other organizational
resources such as technical and economic resources [23].

The knowledge-Based View approach is closely related to
the RBV in that knowledge is a strategic resource to achieve a
sustainable competitive advantage [24]. Knowledge
management is a management tool for rapid growth. Company
employees can move to new companies and start using that
knowledge. Only the constantly learning company will gain a
competitive advantage compared to competitors in the market
[25]. Different stakeholders need to know how best to serve
consumers. The corporate culture needs to change and foster
attribution and collaboration among employees. Technology
and infrastructure are the driving force to beat the competition.

Companies use the knowledge and disseminate it
everywhere, including the internet, databases, documents, e-
mail, podcasts, and websites. Companies can also conduct
video conferencing and social networking forums. This media
is used to share knowledge. On the one hand, many things can
be learned from the literature on success stories elsewhere.
Further research is needed to determine its effectiveness.
Organizations are a way to protect intellectual capital and
strengthen and maintain a company's competitive advantage
[25].

Many researchers have researched the importance of
innovation in small industries. Innovation is a performance



factor; innovation positively impacts the performance of high-
tech and low-tech industries [26]. Survey results from small
industries in Romania indicate that most of these businesses
are considering adopting a learning-oriented organizational
culture [26]. The innovation process in small industries relies
on internal and external learning resources. Best practices for
internal learning resources for small industry cases in Romania
are represented by networking with companies and external
partners as internal learning resources for small businesses.

Market changes, technology changes, and expert and
consultant support are the reported external sources of
learning. The survey results also show that most small
industries tend to innovate. Especially in terms of business
models and the main obstacles they face. Due to the lack of
funds and the high costs they face. They are identifying the
most common barriers to innovation presented by small
industries in Romania as a starting point for setting future
directions breaking through barriers one by one To support
innovation activities and results. This survey's concrete results
are linked to similar surveys of small industries in other
countries. It can form the basis of recommendations and
initiatives to consider aspects of a particular innovation.

However, it is essential to make this comparison based on
the current small industry situation as a national development
framework. More recommended based on survey results
considering carefully the need for innovation for small
industries, especially related to barriers to certain types of
innovation. Another possible direction for future research
would be to consider the primary factors that small industries
consider when a company selects and implements a particular
type of innovation that can be applied as a basis for developing
an innovation model at the corporate level.

Previous research suggests that innovation influences
sustainable competitive advantage [27]. However, this study's
findings do not indicate a significant impact of innovation on
sustainable competitive advantage. These results align with
the viewpoint [28], suggesting that only sometimes do
companies' innovations lead to a sustainable competitive
advantage. It is because a company has a sustainable
competitive advantage if its potential competitors cannot
imitate the product innovations it produces or competitors
have to carry out reconstruction that requires a lot of capital
and investment so that competitors cannot do it.

3. RESEARCH METHODS

This study uses a quantitative descriptive method. The
sample of this research is 50 business actors who are also
craftsmen of the woven industry from palm oil stick waste in
Rokan Hulu downstream district, Riau, Indonesia. They are
members of a group of craftsmen woven from palm oil stick
waste in Rokan Hulu Downstream district, Riau, Indonesia.
This sample was taken as a whole from the entire existing
population using census sampling. Census sampling was used
in this study because the population was considered small or
less than 100 [29]. The research location was determined in
the palm oil stem waste craft business in Rokan Hulu, Riau,
Indonesia, because the research location was a group of
craftsmen who first started this craft business and was the
largest in Riau Province, Indonesia. Although the first and the
largest in Riau Province, Indonesia, they still have problems
that deserve scrutiny from knowledge management factors,
innovation to achieve a sustainable competitive advantage
with indigenous product creativity as a mediating variable.

The qualifications for the length of service for the research
sample in the woven industry business are those who have
been active in this industry for more than three years. Of their
educational background, as much as 56% have a bachelor's
degree, 40% have a high school certificate and the rest are
below the bachelor's and high school level. The data collection
technique in this study relied on questionnaires to collect
primary data. Besides that, the researchers also made direct
observations at the research location. There are 65 questions
in the test on the questionnaire—questions in the questionnaire
regarding knowledge management, innovation, indigenous
knowledge product creativity, and sustainable competitive
advantage. Secondary data was obtained through literature
review and documentation. Each question was scored using a
5-point Likert scale.

The validity and reliability in this study refer to the opinion
[30] namely using a minimum validity index of 0.5 and a
minimum reliability index of 0.6. Data analysis in this study
used the PLS-SEM. The analysis tools in this study used the
Structural Equation Modeling (SEM) method with PLS.
Partial Least Square (PLS) analysis is used becausePLS can be
used without a solid theoretical basis, ignoring non-parametric
assumptions and the accuracy of the prediction model
parameters based on the value of the determinant coefficient
(R-square), so PLS is very appropriate for research to develop
theory [30].

4. RESEARCH RESULT

Convergent validity relates to the principle that the manifest
variables of a construct should be highly correlated.
Convergent validity with PLS software can be seen from the
loading factor for each construct indicator. While to assess
Convergent validity, the loading factor value must be more
than 0.7, as well as the average extracted (AVE), and the
communality value must be greater than 0.5, and the results
are as follows following.

Table 1 shows loading factor provides information about the
loading factor values for each manifest variable. The loading
factor values of all indicators for the latent variables show
>0.7, so the indicators are declared valid.

Table 1. Loading factor

Variable Indicator Loading
Factor
KNOWLEDGE KNOWLEDGE ~ 0.880
MANAGEMENT KOGNITIF 0.853
TECHNIQUE 0.726
INOV1 0.756
INOVATION INOV2 0.787
INOV3 0.864
INDIGENOUS PRODUCT IPC1 0.930
CREATIVITY IPC2 0.938
IPC3 0.865
SUSTAINABLE SCAL 0.957
SCA2 0.936
COMPETITIVE
ADVANTAGE SCA3 0.928
SCA4 0.951

Source: Data Processing, 2023

In Table 1 provides loading factor, it can be seen that the
four latent variables have an AVE value that is greater than the
specified value of 0.5. So that all variables are declared valid
in explaining the latent variables, which indicates that the use
of these manifest variables fulfills the AVE requirements.



Therefore all manifest variables are declared to have met the
requirements of convergent validity. Convergent validity is
proven if the scores obtained by instruments that measure
concepts or concepts with different methods have a high
correlation.

Table 2. AVE and communality

Average Variance Extracted (AVE)

INOVATION 0.646
IPC 0.831
SCA 0.889
KM 0.676

Source: Data Processing, 2023

Table 2 shows the discriminant validity from the cross-
loading factor with the construct and the comparison of AVE
with the correlation of latent variables. If the correlation
between the construct and the primary measurement (each
indicator) is more significant than the other construct
measures, then the variable is said to have high discriminant
validity. The cross-loading value is presented as follows:

Table 3. Cross loading factor

KM INOVATION IPC SCA

KNOWLEDGE  0.880 0.326 0.475 0.382
KOGNITIF 0.853 0.160 0.454 0.416
TECHNIQUE 0.726 0.263 0.481 0.351
INOV1 0.247 0.756 0.519 0.369
INOV2 0.189 0.787 0.433 0.407
INOV3 0.288 0.864 0.591 0.378
IPC1 0.575 0.661 0.930 0.792
IPC2 0.567 0.595 0.938 0.644
IPC3 0.399 0.484 0.865 0.560
SCA1l 0.523 0.452 0.736  0.957
SCA2 0.378 0.508 0.668 0.936
SCA3 0.440 0.423 0.702 0.928
SCA4 0.414 0.420 0.686 0.951

Source: Data Processing, 2023

Based on the PLS software results Table 3 shows cross-
loading factor correlation value for each latent construct for
the corresponding indicator is higher than the other constructs.
So the indicators used to measure the latent variable meet the
requirements. The reliability test in Partial Least Square (PLS)
can use two methods, namely Composite Reliability (CR) and
Cronbach's Alpha, which are presented as follows:

Table 4. Composite Reliability (CR) and Cronbach’s Alpha

Cronbach's Alpha Composite Reliability

The test results above show that the Composite Reliability
(CR) value is more significant than 0.7, and the Cronbach
Alpha value is greater than 0.6. It can be concluded that the
data is reliable, indicating that all indicators consistently
measure each variable.The hypothesis in this study was tested
using path coefficient values and t-values to see whether there
was a significant effect. In addition, the results of the path
significance test also show the parameter coefficient values
(original sample).

In this study, researchers used a confidence level of 95%.
The path coefficient score indicated by the T-statistic value
must be above 1.96 for the two-tailed hypothesis. Based on the
Path Coefficient and T-Statistics in the table above, it can be
explained as follows: that to test the hypothesis above, a t-
value is used to see the effect of knowledge management on
Indigenous Product Creativity with a t-value of 2.815; this
value is more significant than 1.96 with a = 0.05, so it can be
concluded that H1 is accepted, meaning that there is a
significant influence of knowledge management on
Indigenous Product Creativity. The knowledge management
variable on Indigenous Product Creativity has an original
sample of 0.415 with a positive direction meaning that the
better the knowledge management, the Indigenous Product
Creativity will also increase by 0.415.

Furthermore, the effect of knowledge management on
sustainable competitive advantage is used t-value to see the
effect of knowledge management on Sustainable Competitive
Advantage with a t-value of 0.424; this value is smaller than
1.96 with a = 0.05. It can be concluded that H1 is rejected,
meaning that knowledge management has no significant effect
on Sustainable Competitive Advantage (SCA). The
knowledge management variable on Sustainable Competitive
Advantage has an original sample of 0.064 with a positive
direction meaning that the better the knowledge management,
the Sustainable Competitive Advantage will also increase by
0.064.

The effect of innovation on indigenous product creativity
with a t-value of 3.768 is more significant than 1.96 with a =
0.05; H1 is accepted, meaning that innovation has a significant
influence on Indigenous Product Creativity. The innovation
variable on Indigenous Product Creativity has an original
sample of 0.519 with a positive direction meaning that the
better the innovation, the Indigenous Product Creativity will
also increase by 0.519. Then for the t-value to see the effect of
innovation on Sustainable Competitive Advantage with a t-
value of 0.040, this value is smaller than 1.96 with a = 0.05.
So H1 is rejected, meaning that innovation has no significant
influence toward Sustainable Competitive Advantage. The
innovation variable on Sustainable Competitive Advantage

INNOVATION 0.724 0.845
IPC 0.899 0.937 has an original sample of 0.006 with a positive direction
SCA 0.958 0.970 meaning that the better the innovation, the Sustainable
KM 0.756 0.862 Competitive Advantage will also increase by 0.006.
Source: Data Processing, 2023
Table 5. Path analysis
Original Sample  Sample Mean Standard Deviation T Statistics P

(O) (M) (STDEV) (IO/STDEV|)  Values

MP -> IPC 0.415 0.420 0.148 2.815 0.005

INNOVATION -> IPC 0.519 0.513 0.138 3.768 0.000

IPC -> SCA 0.700 0.666 0.210 3.337 0.001

MP -> SCA 0.064 0.093 0.152 0.424 0.671

INNOVATION -> SCA 0.006 0.005 0.159 0.040 0.968

KM -> IPC -> SCA 0.291 0.267 0.109 2.661 0.008

INNOVATION -> IPC -> SCA 0.363 0.356 0.166 2.182 0.030

Source : Data Processing, 2023



Then the influence of indigenous product creativity on
sustainable competitive advantage is seen with a t-value of
3.337; this value is more significant than 1.96 with a = 0.05. It
can be concluded that H1 is accepted, meaning that Indigenous
Product Creativity has a significant influence on Sustainable
Competitive Advantage.

The Indigenous Product Creativity variable on Sustainable
Competitive Advantage has an original sample of 0.700 with
a positive direction meaning that the better the Indigenous
Product Creativity, the Sustainable Competitive Advantage
will also increase by 0.700.

While the influence of knowledge management on
sustainable competitive advantage through indigenous product
creativity is seen based on the provisions previously stated,
where a t-count of 2.661 is obtained, this value is more
significant than 1.96 with a = 0.05. It can be concluded that H1
is accepted, meaning there is a significant influence of
knowledge management on Sustainable Competitive
Advantage through Indigenous Product Creativity. The
knowledge management variable on Sustainable Competitive
Advantage through Indigenous Product Creativity has an
original sample of 0.291 with a positive direction meaning that
the better the knowledge management, the Sustainable
Competitive  Advantage through Indigenous Product
Creativity will also increase by 0.291. Furthermore, looking at
the effect of innovation on sustainable competitive advantage
through indigenous product creativity, a t-count of 2.182 is
obtained; this value is more significant than 1.96 with a = 0.05.
It can be concluded that H1 is accepted, meaning that there is
a significant influence of innovation on Sustainable
Competitive  Advantage through Indigenous Product
Creativity. The innovation variable on Sustainable
Competitive  Advantage through Indigenous Product
Creativity has an original sample of 0.363 with a positive
direction meaning that the better the innovation, the
Sustainable  Competitive Advantage (KBB) through
Indigenous Product Creativity will also increase by 0.363.

The R-square value can show the influence of the dependent
variable. The following is the acquisition of the R-square
value.

Table 6. R square

R Square
IPC 0.572
SCA 0.552

Source: Data Processing, 2023

The value of the coefficient of determination (R-square) in
the table above shows that in the first sub-structure, the R-
square value for the Indigenous Product Creativity variable is
0.572. It shows that the Indigenous Product Creativity variable
can be explained by 57.2% of knowledge management and
innovation variables. In the second sub-structure, the R-square
value for the Sustainable Competitive Advantage (KBB)
variable is 0.552. It indicates that Sustainable Competitive
Advantage (KBB) can be explained by 55.2% by the variable
knowledge management, innovation, and Indigenous Product
Creativity.

Q-square measures how well the model's observed values
and the parameter estimates are produced. a Q-square value
greater than 0 (zero) indicates that the model has a predictive
relevance value. In contrast, a Q-square value less than 0
(zero) indicates that the model has no predictive relevance
value. To calculate Q2, the following formula can be used:

Q2 =1-(1-R12) (1-R22)
Q2 =1- (1-0.572)(1-0.552)
Q2=0.808

The achieved Q2 value of 0.808 means that the Q2 value
above zero provides evidence that the model has predictive
relevance.

5. RESEARCH DISCUSSION

Researchers supporting the RBV argue that resources are
critical for sustainable competitive advantage. These resources
are referred to as strategic assets [31], core competencies, and
Distinctive Competencies. Empirical findings in the field of
sustainable competitive advantage for micro, small, and
medium enterprises show that the ability to create
competitiveness is determined by how far a company can
manage its resources (stretched resources).

The capabilities of a company are unequal because it comes
from the ownership of its resources in the form of tangible and
intangible assets and the company's ability to use these assets.
Companies experience commercial benefits from a proactive
environment; their management invests additional resources in
a more radical environment that will improve and exploit the
environment as an opportunity.

Unfortunately, the experience of initiatives to support
environments targeting small businesses may be willing to rely
on resources but suggests that mutually beneficial savings can
easily be achieved in a low-cost environment. Improvements
only sometimes lead to reinvestment in environmental
improvements or changes to organizational priorities.
Companies sometimes make bigger, longer-term changes.
Investing to achieve the higher benefits offered as wins
requires a more radical transformation of business processes.
Increasing environmental efficiency for sustainability is
reflected in the principles of natural capitalism. Continuity and
competitiveness about broader (or multiple rounds) learning
are needed to bring about cultural change. Many believe that
making a real difference toward more sustainable patterns is
critical.

Building distinctive abilities and core competencies can be
done through experience accumulation, clear articulation of
knowledge, and a knowledge management process that starts
from creating, acquiring, storing, and sharing that knowledge.
Distinctive abilities that are difficult to imitate can be seen in
how companies, business actors, and their employees can
acquire, create, store, share, and disseminate. It is special
knowledge to achieve sustainable competitive advantage when
these capabilities are difficult to imitate [32, 33]. Knowledge
can be the basis for sustainable competitive advantage if it is
quickly disseminated within the company it owns but not
easily spread to other companies. The purpose of this
statement is that knowledge that spreads slowly within the
company remains the property of several people who are not
from the company and has limited the company's ability to
create value. Therefore knowledge as a strategic resource is
essential to be managed optimally. Knowledge management
helps increase company profits with communication that will
increase mastery of knowledge through knowledge transfer.
Transferring knowledge or knowledge sharing can support
companies in carrying out their business processes, being
ready to face problems, sharing experiences regarding all



work-related matters, and developing company employees'
knowledge and skills. The knowledge-sharing process helps
identify, select, organize, disseminate, and transfer
information and experiences that are part of the company [20].

Knowledge is considered a vital capital and asset for
companies to manage because knowledge can improve
business performance and create competitive advantage [34].
Knowledge is a sustainable source for companies to achieve
competitive advantage. The main difference between
information and knowledge is that knowledge lies in
information, whereas knowledge is information that people
use [35].

Sharing knowledge is essential to knowledge-based
companies' competitiveness and competitive advantage [36].
It is a severe concern about company efforts to increase
knowledge dissemination within Meso-level companies.
Human resources have limitations in sharing knowledge even
though they use the system. Knowledge sharing at the micro
level is not only with other members of the company's
employees but also with external parties such as customers.
Many previous studies have assumed that employees are free
to share knowledge to support the interests of an organization
[37]. It relates from a shared perspective on knowledge
implicitly embodied in Knowledge Base View (KBV), the
assets available to firms, and their sustainable competitive
advantages [32, 33]. Human resources play a significant role
in enabling companies to produce and consume company
assets. A company's contribution to knowledge-based
resources is invaluable, rare, and only partially replicable.

Knowledge sharing is the accumulation of knowledge
between different knowledge units within a company [38]. The
critical factors for increasing knowledge-sharing activities are
intrinsic and extrinsic incentives, social and organizational
norms, organizational values, and leadership support [7, 39].
The use of knowledge is the application of shared knowledge
through assimilation, part of organizational behavior and
problem-solving processes is newly created knowledge [7].
Berry [40] concluded in his research that knowledge
formation, knowledge transfer, use of knowledge, and
knowledge productivity of employees are related to innovative
behavior. Shujahat et al. [41] also concluded from their
research results that the knowledge productivity of employees
mediates the relationship between knowledge creation and
innovation. The results also show that knowledge sharing has
a significant impact on innovation. Kuncoro and Suriani [28]
thought that innovation by companies only sometimes leads
companies to achieve sustainable competitive advantage. It is
because companies that have a sustainable competitive
advantage if their potential competitors cannot imitate the
product innovations produced, or competitors must carry out
reconstructions that require a lot of capital and investment so
that they cannot be implemented.

6. CONCLUSION

This study concludes that knowledge management and
innovation increase sustainable competitive advantage with
indigenous product creativity as a mediating variable in the
woven handicraft industry from waste palm oil stalks in Riau,
Indonesia.  Furthermore, knowledge management and
innovation are fundamental to achieving sustainable
competitive advantage based on indigenous product creativity.
This study is an important research finding because previous

research has failed to explain how company resources can
provide added value differently than competitors. So this
research contributes to the management literature on
sustainable competitive advantage strategies, especially the
resource-based view. The practical implication of this research
is that business actors in the palm oil stem waste craft industry
must pay more attention to their knowledge resources and the
development of product innovation in indigenous product
creativity. It is easy to achieve a sustainable competitive
advantage to stand out.

It is necessary to improve their knowledge management and
innovation capabilities by optimizing the availability of local
resources based on indigenous product creativity. They can
participate in more training and seminars and join a
community of artisans with the same background to increase
their knowledge and skills in product innovation. Apart from
that, it is also essential for them to record better documentation
of every business activity in the palm oil stick waste craft
industry so that it can become information and knowledge
documentation for others. Product heterogeneity is getting
stronger with the characteristic value of authenticity based on
the creativity of indigenous products seen from the motifs,
symbols, and meanings produced. This new knowledge will
result in more innovative product innovations that are unique,
rare, not easily imitated, and not easily replaced to have an
impact on sustainable competitiveness.

This study, still has limitations because it only uses two
independent variables, namely knowledge management, and
innovation, because many other independent variables can
explain their influence on sustainable competitive advantage.
In addition, this research was only conducted at one research
location with a limited population so that in the future, it could
be added to different research locations with the exact case to
increase the population. Different characteristics may be found
so that future research will be more likely to produce findings
that can better explain the effect on sustainable competitive
advantage.
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This study analyzes knowledge management and innovation based on indigenous product
creativity to achieve a sustainable competitive advantage. The unit of analysis in this study
was the artisans of the woven handicraft industry from palm oil stem waste, totaling 50
respondents using a census sampling of the entire population. The analysis tool of this
research uses SEM PLS. The results of this study indicate that knowledge management and
innovation affect sustainable competitive advantage with indigenous product creativity as
mediation in the woven handicraft industry from waste palm oil stems. The findings
succeeded in filling the gap in previous research that the heterogeneity of company resources
is getting higher to achieve sustainable competitive advantage due to the indigenous factor of
creativity as a mediation that can provide added value different from competitors. This
research implication contributes to developing strategic management science with a resource
approach with empirical evidence that original product creativity is a substantial
intermediary variable to achieve sustainable competitive advantage. The practical
implication of this research is that business actors in the palm oil stem waste industry must
pay more attention to their knowledge resources and product innovation on indigenous

product creativity.

1. INTRODUCTION

The increasing business competition, companies are
required to enhance their competitiveness in a sustainable
manner. The rapid development of technology and
information is a significant factor in this globalized era and
cannot be ignored. Market trends also change due to dynamic
customer needs and wants, presenting strategic challenges
that must be addressed. A company's resources alone cannot
determine its strength unless it can create unique value that
sets it apart from competitors.

Previous studies have shown a preference for imported
products over local ones, suggesting that local products are
less desirable [1]. This challenges the local craft industry to
add value through unique product appeal [2]. While past
research on innovation has emphasized product creativity,
there has been little focus on innovation based on indigenous
culture. However, it has been suggested that products with an
indigenous cultural background can generate higher
emotional value for consumers [3-5].

The expansion of oil palm plantations and increased
production volume in Indonesia have led to a surge in palm
oil waste, including palm oil stick waste. This waste is not
being utilized optimally despite its potential. In areas like
Rokan Hulu, Riau Province, the waste is often burned or
discarded, despite the potential for it to be transformed into
valuable commodity products.

The primary hurdle lies in the limitations of knowledge
management practices and the need for improved product

types to achieve sustainable competitive advantage. The
limited capability for product innovation stems from a lack of
knowledge management in design, coloring, and packaging
techniques. As such, there is a need for strategies that focus
on indigenous product creativity, considering the global
market's high interest in unique local cultural products. These
strategies could turn palm oil stick waste into innovative
products with high economic value, thereby solving waste
and competitiveness issues.

Knowledge management is crucial in enabling companies
to detect new market opportunities quickly and drive
innovation [6]. It also fosters market responsiveness,
facilitating sustainable strategies [7]. However, formalization
could hinder radical projects which should be managed
informally to facilitate knowledge management across all
company units [8, 9]. The knowledge management process
consists of acquiring, applying, and sharing knowledge and
designing knowledge transfer [10, 11]. This process
incorporates tacit knowledge, explicit knowledge, and a
technology base [12]. The resource-based theory (RBT)
supports the notion that knowledge capability resources are
essential for achieving sustainable competitive advantage and
improving company performance [4]. However, what
remains unclear is the specific types of knowledge that
provide unique added value and are challenging to transfer.

Creating unique value from scarce resources that are not
easily imitated and have no substitutes requires innovative
skills. Unfortunately, many companies still view innovation
as a domain for newcomers. The strategic management
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approach suggests that companies that do not actively
implement strategic management and remain passive will be
overtaken by competition.

The concept of sustainable competitive advantage was
introduced in an article [13], which posits that companies
should possess resources that are rare, valuable, and not
easily imitated or substituted. A company's human resources
can provide a potential source of sustainable competitive
advantage [14]. Despite being valuable, rare, and not easily
replaced, resources that are easy to imitate bring challenges
to achieving sustainability. Patenting could be a solution to
this issue [15].

Moreover, heterogeneous resources, combined with
imperfect mobility, will achieve a competitive advantage due
to the differences in profitability among competitors. If
resources are distributed homogeneously, all organizations in
the industry will have the same strength and implement the
same strategy [15-17].

Research on sustainable competitive advantage is
evolving, with recent advancements in communication and
information technology leading to new approaches. One such
approach centers on knowledge-based system resources with
a focus on local cultural elements. However, current
literature predominantly uses only the keywords 'sustainable
competitive advantage’ and ‘'knowledge management’,
indicating a significant gap in studies that incorporate
knowledge-based  system resources into  sustainable
competitive advantage.

This disparity underlines the need for more exploration
into the integration of knowledge management and
innovation within the context of sustainable competitive
advantage. Specifically, there is a need to study how
indigenous product creativity can be leveraged as a strategic
approach in the global market. This approach can offer a new
perspective on achieving superiority in global competition
through cultivating and utilizing knowledge-based system
resources [Figurel W SHoWS Wresearch  framework which
describes research model.
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Figure 1. Research framework

2. LITERATURE REVIEW

Competitive advantage originates from a company's skills
and resources, including technical, managerial, and
operational capabilities. The uniqueness and differences
among competitors revealed through competitive advantage
analysis enable companies to maintain their advantage,
significantly impacting performance [18]. Activities such as
business design, production, marketing, and distribution can
create a sustainable competitive advantage by facilitating a
company's relative cost position and establishing a basis for
differentiation. Lower costs allow a company to offer more

value to customers than its competitors can.

Micro and Small Enterprises can develop alternative
strategies by leveraging both internal and external factors
[19, 20]. Internal factors include marketing, production,
human resources, and finance, while external ones
encompass socioeconomic conditions, technology, buyers,
and competitors. In the global business competition,
companies need to focus on internal perspectives in addition
to industrial structure, carefully examining and combining
their resources to gain core competencies and competitive
advantages.

Strategy plays a significant role in an organization's ability
to stretch and fulfill its aspirations. It demands careful
planning and commitment to continuously enhance its
resources [21].

Knowledge management encompasses three primary
functions: knowledge generation, storage, and sharing.
Knowledge generation includes innovation and accumulation
of new knowledge, which is then combined with existing
knowledge. Knowledge sharing allows the dissemination of
skills, experiences, and knowledge within an organization.

A knowledge management process that involves gathering
experiences, clarifying knowledge, and creating, acquiring,
storing, and sharing that knowledge can lead to the
development of unique core skills and competencies. These
unique skills, which businesses, employers, and employees
acquire, create, store, share, and disseminate, are difficult to
imitate. Consequently, a sustainable competitive advantage
can be achieved when these skills are challenging to replicate
[22].

Knowledge can be the basis of a sustainable competitive
advantage if it can be quickly disseminated within the firm
that owns it but not easily transferred to other firms. This
declaration intends that knowledge that cannot be quickly
disseminated within a company belongs to many people who
do not belong to the company. As a result, the ability to
create value for the company is limited. The Knowledge Base
View (KBV) approach assumes that companies are business
entities capable of creating, integrating, and distributing
knowledge. The functionality created by the KBV approach
is based on something other than tangible resources, such as
physical or financial resources. KBV analysis includes
human resources, social and organizational resources, and
other organizational resources such as technical and
economic resources [23].

The knowledge-Based View approach is closely related to
the RBV in that knowledge is a strategic resource to achieve
a sustainable competitive advantage [24]. Knowledge
management is a management tool for rapid growth.
Company employees can move to new companies and start
using that knowledge. Only the constantly learning company
will gain a competitive advantage compared to competitors in
the market [25]. Different stakeholders need to know how
best to serve consumers. The corporate culture needs to
change and foster attribution and collaboration among
employees. Technology and infrastructure are the driving
force to beat the competition.

Companies use the knowledge and disseminate it
everywhere, including the internet, databases, documents, e-
mail, podcasts, and websites. Companies can also conduct
video conferencing and social networking forums. This
media is used to share knowledge. On the one hand, many
things can be learned from the literature on success stories
elsewhere. Further research is needed to determine its
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effectiveness. Organizations are a way to protect intellectual
capital and strengthen and maintain a company's competitive
advantage [25].

Many researchers have researched the importance of
innovation in small industries. Innovation is a performance
factor; innovation positively impacts the performance of
high-tech and low-tech industries [26]. Survey results from
small industries in Romania indicate that most of these
businesses are considering adopting a learning-oriented
organizational culture [26]. The innovation process in small
industries relies on internal and external learning resources.
Best practices for internal learning resources for small
industry cases in Romania are represented by networking
with companies and external partners as internal learning
resources for small businesses.

Market changes, technology changes, and expert and
consultant support are the reported external sources of
learning. The survey results also show that most small
industries tend to innovate. Especially in terms of business
models and the main obstacles they face. Due to the lack of
funds and the high costs they face. They are identifying the
most common barriers to innovation presented by small
industries in Romania as a starting point for setting future
directions breaking through barriers one by one To support
innovation activities and results. This survey's concrete
results are linked to similar surveys of small industries in
other countries. It can form the basis of recommendations
and initiatives to consider aspects of a particular innovation.

However, it is essential to make this comparison based on
the current small industry situation as a national development
framework. More recommended based on survey results
considering carefully the need for innovation for small
industries, especially related to barriers to certain types of
innovation. Another possible direction for future research
would be to consider the primary factors that small industries
consider when a company selects and implements a particular
type of innovation that can be applied as a basis for
developing an innovation model at the corporate level.

Previous research suggests that innovation influences
sustainable competitive advantage [27]. However, this study's
findings do not indicate a significant impact of innovation on
sustainable competitive advantage. These results align with
the viewpoint [28], suggesting that only sometimes do
companies' innovations lead to a sustainable competitive
advantage. It is because a company has a sustainable
competitive advantage if its potential competitors cannot
imitate the product innovations it produces or competitors
have to carry out reconstruction that requires a lot of capital
and investment so that competitors cannot do it.

3. RESEARCH METHODS

This study uses a quantitative descriptive method. The
sample of this research is 50 business actors who are also
craftsmen of the woven industry from palm oil stick waste in
Rokan Hulu downstream district, Riau, Indonesia. They are
members of a group of craftsmen woven from palm oil stick
waste in Rokan Hulu Downstream district, Riau, Indonesia.
This sample was taken as a whole from the entire existing
population using census sampling. Census sampling was used
in this study because the population was considered small or
less than 100 [29]. The research location was determined in
the palm oil stem waste craft business in Rokan Hulu, Riau,
Indonesia, because the research location was a group of

craftsmen who first started this craft business and was the
largest in Riau Province, Indonesia. Although the first and
the largest in Riau Province, Indonesia, they still have
problems that deserve scrutiny from knowledge management
factors, innovation to achieve a sustainable competitive
advantage with indigenous product creativity as a mediating
variable.

The qualifications for the length of service for the research
sample in the woven industry business are those who have
been active in this industry for more than three years. Of their
educational background, as much as 56% have a bachelor's
degree, 40% have a high school certificate and the rest are
below the bachelor's and high school level. The data
collection technique in this study relied on questionnaires to
collect primary data. Besides that, the researchers also made
direct observations at the research location. There are 65
questions in the test on the questionnaire—questions in the
questionnaire regarding knowledge management, innovation,
indigenous knowledge product creativity, and sustainable
competitive advantage. Secondary data was obtained through
literature review and documentation. Each question was
scored using a 5-point Likert scale.

The validity and reliability in this study refer to the
opinion [30] namely using a minimum validity index of 0.5
and a minimum reliability index of 0.6. Data analysis in this
study used the PLS-SEM. The analysis tools in this study
used the Structural Equation Modeling (SEM) method with
PLS. Partial Least Square (PLS) analysis is used becausePLS
can be used without a solid theoretical basis, ignoring non-
parametric assumptions and the accuracy of the prediction
model parameters based on the value of the determinant
coefficient (R-square), so PLS is very appropriate for
research to develop theory [30].

4. RESEARCH RESULT

Convergent validity relates to the principle that the
manifest variables of a construct should be highly correlated.
Convergent validity with PLS software can be seen from the
loading factor for each construct indicator. While to assess
Convergent validity, the loading factor value must be more
than 0.7, as well as the average extracted (AVE), and the
communality value must be greater than 0.5, and the results
are as follows following.

Table 1 shows loading factor provides information about
the loading factor values for each manifest variable. The
loading factor values of all indicators for the latent variables
show >0.7, so the indicators are declared valid.

Table 1. Loading factor

Variable Indicator Loading
Factor
KNOWLEDGE KNOWLEDGE 0.880
MANAGEMENT KOGNITIF 0.853
TECHNIQUE 0.726
INOV1 0.756
INOVATION INOV2 0.787
INOV3 0.864
INDIGENOUS PRODUCT IPC1 0.930
CREATIVITY IPC2 0.938
IPC3 0.865
SUSTAINABLE SCA1l 0.957
COMPETITIVE SCA2 0.936
ADVANTAGE SCA3 0.928



SCA4 0.951
Source: Data Processing, 2023

In [TabIeN providesiioading factor, it can be seen that the
four latent variables have an AVE value that is greater than
the specified value of 0.5. So that all variables are declared
valid in explaining the latent variables, which indicates that
the use of these manifest variables fulfills the AVE
requirements. Therefore all manifest variables are declared to
have met the requirements of convergent validity.
Convergent validity is proven if the scores obtained by
instruments that measure concepts or concepts with different
methods have a high correlation.

Table 2. AVE and communality

Average Variance Extracted (AVE)

INOVATION 0.646
IPC 0.831
SCA 0.889
KM 0.676

Source: Data Processing, 2023

If the correlation
between the construct and the primary measurement (each
indicator) is more significant than the other construct
measures, then the variable is said to have high discriminant
validity. The cross-loading value is presented as follows:

Table 3. Cross loading factor

KM INOVATION IPC SCA

KNOWLEDGE  0.880 0.326 0.475 0.382
KOGNITIF 0.853 0.160 0.454  0.416
TECHNIQUE 0.726 0.263 0.481 0.351
INOV1 0.247 0.756 0.519 0.369
INOV2 0.189 0.787 0.433  0.407
INOV3 0.288 0.864 0.591 0.378
IPC1 0.575 0.661 0.930 0.792
IPC2 0.567 0.595 0.938 0.644
IPC3 0.399 0.484 0.865 0.560
SCAl 0.523 0.452 0.736  0.957
SCA2 0.378 0.508 0.668 0.936
SCA3 0.440 0.423 0.702  0.928
SCA4 0.414 0.420 0.686  0.951

Source: Data Processing, 2023

Based on the PLS software results

. So the indicators used to measure the latent
variable meet the requirements. The reliability test in Partial
Least Square (PLS) can use two methods, namely Composite
Reliability (CR) and Cronbach's Alpha, which are presented
as follows:

Table 4. Composite Reliability (CR) and Cronbach’s Alpha

Cronbach's Alpha  Composite Reliability
INNOVATION 0.724 0.845

IPC 0.899 0.937
SCA 0.958 0.970
KM 0.756 0.862

Source: Data Processing, 2023

The test results above show that the Composite Reliability
(CR) value is more significant than 0.7, and the Cronbach
Alpha value is greater than 0.6. It can be concluded that the
data is reliable, indicating that all indicators consistently
measure each variable. The hypothesis in this study was tested
using path coefficient values and t-values to see whether
there was a significant effect. In addition, the results of the
path significance test also show the parameter coefficient
values (original sample).

In this study, researchers used a confidence level of 95%.
The path coefficient score indicated by the T-statistic value
must be above 1.96 for the two-tailed hypothesis. Based on
the Path Coefficient and T-Statistics in the table above, it can
be explained as follows: that to test the hypothesis above, a t-
value is used to see the effect of knowledge management on
Indigenous Product Creativity with a t-value of 2.815; this
value is more significant than 1.96 with a = 0.05, so it can be
concluded that H1 is accepted, meaning that there is a
significant influence of knowledge management on
Indigenous Product Creativity. The knowledge management
variable on Indigenous Product Creativity has an original
sample of 0.415 with a positive direction meaning that the
better the knowledge management, the Indigenous Product
Creativity will also increase by 0.415.

Furthermore, the effect of knowledge management on
sustainable competitive advantage is used t-value to see the
effect of knowledge management on Sustainable Competitive
Advantage with a t-value of 0.424; this value is smaller than
1.96 with a = 0.05. It can be concluded that H1 is rejected,
meaning that knowledge management has no significant
effect on Sustainable Competitive Advantage (SCA). The
knowledge management variable on Sustainable Competitive
Advantage has an original sample of 0.064 with a positive
direction meaning that the better the knowledge management,
the Sustainable Competitive Advantage will also increase by
0.064.

The effect of innovation on indigenous product creativity
with a t-value of 3.768 is more significant than 1.96 with a =
0.05; H1 is accepted, meaning that innovation has a
significant influence on Indigenous Product Creativity. The
innovation variable on Indigenous Product Creativity has an
original sample of 0.519 with a positive direction meaning
that the better the innovation, the Indigenous Product
Creativity will also increase by 0.519. Then for the t-value to
see the effect of innovation on Sustainable Competitive
Advantage with a t-value of 0.040, this value is smaller than
1.96 with a = 0.05. So H1 is rejected, meaning that
innovation has no significant influence toward Sustainable
Competitive Advantage. The innovation variable on
Sustainable Competitive Advantage has an original sample of
0.006 with a positive direction meaning that the better the
innovation, the Sustainable Competitive Advantage will also
increase by 0.006.

Table 5. Path analysis

Original Sample ~ Sample Mean Standard Deviation T Statistics P
(0) (M) (STDEV) (|O/STDEV|) Values
MP -> IPC 0.415 0.420 0.148 2.815 0.005
INNOVATION -> IPC ) 0.519 0.513 ) 0.138 ) 3.768 ~0.000



IPC ->SCA 0.700 0.666 0.210 3.337 0.001

MP ->SCA 0.064 0.093 0.152 0.424 0.671
INNOVATION -> SCA 0.006 0.005 0.159 0.040 0.968
KM ->IPC ->SCA 0.291 0.267 0.109 2.661 0.008
INNOVATION -> IPC -> SCA 0.363 0.356 0.166 2.182 0.030

Source : Data Processing, 2023

Then the influence of indigenous product creativity on
sustainable competitive advantage is seen with a t-value of
3.337; this value is more significant than 1.96 with a = 0.05.
It can be concluded that H1 is accepted, meaning that
Indigenous Product Creativity has a significant influence on
Sustainable Competitive Advantage.

The Indigenous Product Creativity variable on Sustainable
Competitive Advantage has an original sample of 0.700 with
a positive direction meaning that the better the Indigenous
Product Creativity, the Sustainable Competitive Advantage
will also increase by 0.700.

While the influence of knowledge management on
sustainable competitive advantage through indigenous
product creativity is seen based on the provisions previously
stated, where a t-count of 2.661 is obtained, this value is
more significant than 1.96 with a = 0.05. It can be concluded
that H1 is accepted, meaning there is a significant influence
of knowledge management on Sustainable Competitive
Advantage through Indigenous Product Creativity. The
knowledge management variable on Sustainable Competitive
Advantage through Indigenous Product Creativity has an
original sample of 0.291 with a positive direction meaning
that the better the knowledge management, the Sustainable
Competitive  Advantage through Indigenous Product
Creativity will also increase by 0.291. Furthermore, looking
at the effect of innovation on sustainable competitive
advantage through indigenous product creativity, a t-count of
2.182 is obtained; this value is more significant than 1.96
with a = 0.05. It can be concluded that H1 is accepted,
meaning that there is a significant influence of innovation on
Sustainable Competitive Advantage through Indigenous
Product Creativity. The innovation variable on Sustainable
Competitive  Advantage through Indigenous Product
Creativity has an original sample of 0.363 with a positive
direction meaning that the better the innovation, the
Sustainable Competitive  Advantage (KBB) through
Indigenous Product Creativity will also increase by 0.363.

The R-square value can show the influence of the
dependent variable. The following is the acquisition of the R-
square value.

Table 6. R square

R Square
IPC 0.572
SCA 0.552

Source: Data Processing, 2023

The value of the coefficient of determination (R-square) in
the table above shows that in the first sub-structure, the R-
square value for the Indigenous Product Creativity variable is
0.572. It shows that the Indigenous Product Creativity
variable can be explained by 57.2% of knowledge
management and innovation variables. In the second sub-
structure, the R-square value for the Sustainable Competitive
Advantage (KBB) variable is 0.552. It indicates that
Sustainable Competitive Advantage (KBB) can be explained
by 55.2% by the variable knowledge management,
innovation, and Indigenous Product Creativity.

Q-square measures how well the model's observed values
and the parameter estimates are produced. a Q-square value
greater than 0 (zero) indicates that the model has a predictive
relevance value. In contrast, a Q-square value less than 0
(zero) indicates that the model has no predictive relevance
value. To calculate Q2, the following formula can be used:

Q2=1-(1-R12) (1-R22)
Q2 =1- (1-0.572)(1-0.552)
Q2=0.808

The achieved Q2 value of 0.808 means that the Q2 value
above zero provides evidence that the model has predictive
relevance.

5. RESEARCH DISCUSSION

Researchers supporting the RBV argue that resources are
critical for sustainable competitive advantage. These
resources are referred to as strategic assets [31], core
competencies, and Distinctive Competencies. Empirical
findings in the field of sustainable competitive advantage for
micro, small, and medium enterprises show that the ability to
create competitiveness is determined by how far a company
can manage its resources (stretched resources).

The capabilities of a company are unequal because it
comes from the ownership of its resources in the form of
tangible and intangible assets and the company's ability to
use these assets. Companies experience commercial benefits
from a proactive environment; their management invests
additional resources in a more radical environment that will
improve and exploit the environment as an opportunity.

Unfortunately, the experience of initiatives to support
environments targeting small businesses may be willing to
rely on resources but suggests that mutually beneficial
savings can easily be achieved in a low-cost environment.
Improvements only sometimes lead to reinvestment in
environmental improvements or changes to organizational
priorities. Companies sometimes make bigger, longer-term
changes. Investing to achieve the higher benefits offered as
wins requires a more radical transformation of business
processes.  Increasing  environmental  efficiency  for
sustainability is reflected in the principles of natural
capitalism. Continuity and competitiveness about broader (or
multiple rounds) learning are needed to bring about cultural
change. Many believe that making a real difference toward
more sustainable patterns is critical.

Building distinctive abilities and core competencies can be
done through experience accumulation, clear articulation of
knowledge, and a knowledge management process that starts
from creating, acquiring, storing, and sharing that knowledge.
Distinctive abilities that are difficult to imitate can be seen in
how companies, business actors, and their employees can
acquire, create, store, share, and disseminate. It is special
knowledge to achieve sustainable competitive advantage
when these capabilities are difficult to imitate [32, 33].
Knowledge can be the basis for sustainable competitive
advantage if it is quickly disseminated within the company it



owns but not easily spread to other companies. The purpose
of this statement is that knowledge that spreads slowly within
the company remains the property of several people who are
not from the company and has limited the company's ability
to create value. Therefore knowledge as a strategic resource
is essential to be managed optimally. Knowledge
management  helps increase company profits with
communication that will increase mastery of knowledge
through knowledge transfer. Transferring knowledge or
knowledge sharing can support companies in carrying out
their business processes, being ready to face problems,
sharing experiences regarding all work-related matters, and
developing company employees' knowledge and skills. The
knowledge-sharing process helps identify, select, organize,
disseminate, and transfer information and experiences that
are part of the company [20].

Knowledge is considered a vital capital and asset for
companies to manage because knowledge can improve
business performance and create competitive advantage [34].
Knowledge is a sustainable source for companies to achieve
competitive advantage. The main difference between
information and knowledge is that knowledge lies in
information, whereas knowledge is information that people
use [35].

Sharing knowledge is essential to knowledge-based
companies' competitiveness and competitive advantage [36].
It is a severe concern about company efforts to increase
knowledge dissemination within Meso-level companies.
Human resources have limitations in sharing knowledge even
though they use the system. Knowledge sharing at the micro
level is not only with other members of the company's
employees but also with external parties such as customers.
Many previous studies have assumed that employees are free
to share knowledge to support the interests of an organization
[37]. It relates from a shared perspective on knowledge
implicitly embodied in Knowledge Base View (KBV), the
assets available to firms, and their sustainable competitive
advantages [32, 33]. Human resources play a significant role
in enabling companies to produce and consume company
assets. A company's contribution to knowledge-based
resources is invaluable, rare, and only partially replicable.

Knowledge sharing is the accumulation of knowledge
between different knowledge units within a company [38].
The critical factors for increasing knowledge-sharing
activities are intrinsic and extrinsic incentives, social and
organizational norms, organizational values, and leadership
support [7, 39]. The use of knowledge is the application of
shared knowledge through assimilation, part of
organizational behavior and problem-solving processes is
newly created knowledge [7]. Berry [40] concluded in his
research that knowledge formation, knowledge transfer, use
of knowledge, and knowledge productivity of employees are
related to innovative behavior. Shujahat et al. [41] also
concluded from their research results that the knowledge
productivity of employees mediates the relationship between
knowledge creation and innovation. The results also show
that knowledge sharing has a significant impact on
innovation. Kuncoro and Suriani [28] thought that innovation
by companies only sometimes leads companies to achieve
sustainable competitive advantage. It is because companies
that have a sustainable competitive advantage if their
potential competitors cannot imitate the product innovations
produced, or competitors must carry out reconstructions that
require a lot of capital and investment so that they cannot be

implemented.

6. CONCLUSION

This study concludes that knowledge management and
innovation increase sustainable competitive advantage with
indigenous product creativity as a mediating variable in the
woven handicraft industry from waste palm oil stalks in Riau,
Indonesia.  Furthermore, knowledge management and
innovation are fundamental to achieving sustainable
competitive advantage based on indigenous product
creativity. This study is an important research finding
because previous research has failed to explain how company
resources can provide added value differently than
competitors. So this research contributes to the management
literature on sustainable competitive advantage strategies,
especially the resource-based view. The practical implication
of this research is that business actors in the palm oil stem
waste craft industry must pay more attention to their
knowledge resources and the development of product
innovation in indigenous product creativity. It is easy to
achieve a sustainable competitive advantage to stand out.

It is necessary to improve their knowledge management
and innovation capabilities by optimizing the availability of
local resources based on indigenous product creativity. They
can participate in more training and seminars and join a
community of artisans with the same background to increase
their knowledge and skills in product innovation. Apart from
that, it is also essential for them to record better
documentation of every business activity in the palm oil stick
waste craft industry so that it can become information and
knowledge documentation for others. Product heterogeneity
is getting stronger with the characteristic value of
authenticity based on the creativity of indigenous products
seen from the motifs, symbols, and meanings produced. This
new knowledge will result in more innovative product
innovations that are unique, rare, not easily imitated, and not
easily replaced to have an impact on sustainable
competitiveness.

This study, still has limitations because it only uses two
independent variables, namely knowledge management, and
innovation, because many other independent variables can
explain their influence on sustainable competitive advantage.
In addition, this research was only conducted at one research
location with a limited population so that in the future, it
could be added to different research locations with the exact
case to increase the population. Different characteristics may
be found so that future research will be more likely to
produce findings that can better explain the effect on
sustainable competitive advantage.
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This study analyzes knowledge management and innovation based on indigenous product
creativity to achieve a sustainable competitive advantage. The unit of analysis in this study
was the artisans of the woven handicraft industry from palm oil stem waste, totaling 50
respondents using a census sampling of the entire population. The analysis tool of this
research uses SEM PLS. The results of this study indicate that knowledge management and
innovation affect sustainable competitive advantage with indigenous product creativity as
mediation in the woven handicraft industry from waste palm oil stems. The findings
succeeded in filling the gap in previous research that the heterogeneity of company resources
is getting higher to achieve sustainable competitive advantage due to the indigenous factor of
creativity as a mediation that can provide added value different from competitors. This
research implication contributes to developing strategic management science with a resource
approach with empirical evidence that original product creativity is a substantial
intermediary variable to achieve sustainable competitive advantage. The practical
implication of this research is that business actors in the palm oil stem waste industry must
pay more attention to their knowledge resources and product innovation on indigenous

product creativity.

1. INTRODUCTION

The higher business competition requires companies to
increase their competitiveness, not only superior but
sustainable. Furthermore, the development of technology and
information is a necessity that cannot be avoided in all
countries in the current era of globalization. In addition,
changes in market trends resulting from expectations of
dynamic market needs and wants are also significant issues
that must be addressed strategically. The potential of the
company's resources is not automatically a determining factor
for the company's strength if the company cannot create a
unique value that is different from competitors. Previous
studies have assessed the attractiveness of local products as
less desirable due to a higher preference for imported
products [1]. The challenge for the local craft industry is to
have added value through the unique attractiveness of the
product [2]. Previous research on innovation emphasized
product creativity and minimal research emphasized
innovation based on

native culture. Previous researchers have stated that products
with an indigenous cultural background will produce higher
emotional value for consumers [3][4], [5]-

The growth of oil palm plantations and the volume of
production in Indonesia continues to increase with the
potential for the development of the downstream palm oil
industry. It impacts the high amount of palm oil waste,
including palm oil stick waste, but has yet to be used
optimally. Rokan Hulu, Riau Province, with its downstream
industry development potential, is one area still not optimally
utilizing palm oil waste to become a superior creative product
commodity with high economic value. So far, the abundance
of palm oil stick waste is only burned and piled up as trash
due to the limited ability to process it into innovative products
with high economic value.

The problem is the limitations of managing knowledge in
knowledge sharing practices in producing innovative palm oil
stick waste handicraft products and product types that still
need to be improved in achieving sustainable competitive
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advantage. The problem of limited product innovation
capabilities is due to a need for knowledge management of
design, coloring, and packaging techniques, which still need
to be more innovative. Therefore, a competitive strategy
based on indigenous product creativity is needed, given the
potential for high global market interest in unique local
cultural products.

One study that seeks to overcome innovation constraints is
that knowledge management will enable companies to detect
new market opportunities quickly by emphasizing the
importance of innovation [6], responsiveness to market needs
for sustainable strategies [7]. Formalization undermines
radical  projects that should be managed informally to
facilitate knowledge management in all company units [8][9].
The knowledge management process agreed upon by previous
researchers includes knowledge, knowledge capturing,
knowledge applying, and knowledge sharing with the design
of knowledge transfer [10][11]. Furthermore, according to
[12], knowledge management consists of tacit knowledge,
explicit knowledge, and a technology base of knowledge
management. Previous research supporting the resource-based
theory (RBT) approach agrees that RBT as an acceptable
theory supports knowledge capability resources as an
essential resource for achieving sustainable competitive
advantage, which then influences higher company
performance [4]. However, previous studies have yet to
explore more specifically what types of knowledge provide
unique added value, so the level of transfer is not easy.

The company's ability to create unique value from scarce
resources, not easily imitated, and there are no substitutes,
requires innovation skills. However, so far, many companies
still view innovation only as a domain for newcomers. The
strategic management approach shows that the competition
will crush companies that do not actively implement strategic
management and stay silent. Sustainable Competitive
advantage was first presented in an article [13] which has the
premise that resources are rare or of unique value, rare, not
easily imitated, and there are no substitutes that the company
must own. So that it will be easier to achieve sustainable
competitive advantage and improve performance, the
resources owned by the company will be highly
heterogeneous. Previous research presents RBV as a
perspective providing reasons for how a company's human
resources can provide a potential source of sustainable
competitive advantage [14]. Because of causal ambiguity, it is
challenging to imitate, producing a value competitors cannot
quickly obtain [13]. Resources owned have value, are rare,
and are not easily replaced but are easy to imitate, so it will
take much work for the company to achieve good
sustainability. A solution that can be done is to grant patents
on compatibility [15]. When combined with an imperfect
level of mobility, Heterogeneous resources will achieve a
competitive advantage because there are differences in
profitability among other competitors. If resources are
distributed homogeneously, then all organizations in the

industry have the same strength and implement the same
strategy [15][16][17].

The development of research on sustainable competitive
advantage is increasingly contextual, and the progress of
communication and information currently has an impact on
the emergence of a new variant in the study of sustainable
competitive advantage. Namely, a strategic approach based on
knowledge-based system resources based on a local cultural
approach. Nevertheless, all the articles included using only
the keywords sustainable competitive advantage and
knowledge management. The study shows a vast quantity gap
between publications of studies on sustainable competitive
advantage in a general and sustainable competitive advantage
based on knowledge-based system resources. It becomes the
basis for the authors to explore the publication of sustainable
competitive advantage with a variant of the knowledge-based
system (knowledge management) resource approach and
innovation as an industrial approach strategy to excel in
competing in the global market through indigenous product
creativity.
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Figure 1. Research Framework

2. LITERATURE REVIEW

Sources of competitive advantage can be seen in skills and
resources. The skills in question are technical, managerial,
and operational capabilities. Competitive advantage analysis
shows the differences and uniqueness among competitors.
Unique companies will be able to maintain a competitive
advantage and have a high impact on company performance
[18]. Sustainable competitive advantage can come from
different activities carried out by companies, such as making
business designs, production, marketing, and distribution.
This form of activity can make it easier for a company to
derive its relative cost position and create a basis for
establishing differentiation. Lower costs allow the company
to provide customers with more value than competing
companies.

Meanwhile, according to [19][20][20], to get an
alternative strategy that can be applied to Micro and Small
Enterprises is to use internal and external factors. Internal
factors include marketing, production, human resources, and
finance. External factors include socioeconomic conditions,
technology, buyers, and competitors. Companies must look at



internal perspectives in global business competition apart
from paying attention to industrial structure. It is done by
carefully examining the resources owned and how to combine
them to gain core competencies and competitive advantages.
Driving growth. Strategy is a significant thing about an
organization's ability to stretch to fulfill dreams. It requires
planning and sincerity to run a business by continuing to
increase its resources [21].

Knowledge management consists of three functions:
knowledge generation, storage, and sharing. Knowledge
generation  consists of innovation, and knowledge
accumulation consists of accumulating new knowledge and
combining new knowledge with old knowledge. Knowledge
sharing enables the dissemination of skills, experience and
knowledge within an organization Building transparent and
unique core skills and competencies can occur through a
knowledge management process that begins with gathering
experience, clarifying the clarity of knowledge, and creating,
acquiring, storing, and sharing that knowledge. Unique skills
that are difficult to imitate are reflected in how businesses,
employers, and employees can acquire, create, store, share
and disseminate these skills. Hence, a sustainable competitive
advantage can be achieved when it is challenging to imitate
these skills [22].

Knowledge can be the basis of a sustainable competitive
advantage if it can be quickly disseminated within the firm
that owns it but not easily transferred to other firms. This
declaration intends that knowledge that cannot be quickly
disseminated within a company belongs to many people who
do not belong to the company. As a result, the ability to create
value for the company is limited. The Knowledge Base View
(KBV) approach assumes that companies are business entities
capable of creating, integrating, and distributing knowledge.
The functionality created by the KBV approach is based on
something other than tangible resources, such as physical or
financial resources. KBV analysis includes human resources,
social and organizational resources, and other organizational
resources such as technical and economic resources [23].

The knowledge-Based View approach is closely related to
the RBV in that knowledge is a strategic resource to achieve a
sustainable  competitive advantage [24]. Knowledge
management is a management tool for rapid growth.
Company employees can move to new companies and start
using that knowledge. Only the constantly learning company
will gain a competitive advantage compared to competitors in
the market [25]. Different stakeholders need to know how
best to serve consumers. The corporate culture needs to
change and foster attribution and collaboration among
employees. Technology and infrastructure are the driving
force to beat the competition.

Companies use the knowledge and disseminate it
everywhere, including the internet, databases, documents, e-
mail, podcasts, and websites. Companies can also conduct
video conferencing and social networking forums. This media
is used to share knowledge. On the one hand, many things can
be learned from the literature on success stories elsewhere.

Further research is needed to determine its effectiveness.
Organizations are a way to protect intellectual capital and
strengthen and maintain a company's competitive advantage
[25].

Many researchers have researched the importance of
innovation in small industries. Innovation is a performance
factor; innovation positively impacts the performance of high-
tech and low-tech industries [26]. [26] shown survey results
in Romanian small industries show that most small industries
are considering learning-oriented organizational culture. The
innovation process in small industries relies on internal and
external learning resources. Best practices for internal
learning resources for small industry cases in Romania are
represented by networking with companies and external
partners as internal learning resources for small businesses.

Market changes, technology changes, and expert and
consultant support are the reported external sources of
learning. The survey results also show that most small
industries tend to innovate. Especially in terms of business
models and the main obstacles they face. Due to the lack of
funds and the high costs they face. They are identifying the
most common barriers to innovation presented by small
industries in Romania as a starting point for setting future
directions breaking through barriers one by one To support
innovation activities and results. This survey's concrete results
are linked to similar surveys of small industries in other
countries. It can form the basis of recommendations and
initiatives to consider aspects of a particular innovation.

However, it is essential to make this comparison based on
the current small industry situation as a national development
framework. More recommended based on survey results
considering carefully the need for innovation for small
industries, especially related to barriers to certain types of
innovation. Another possible direction for future research
would be to consider the primary factors that small industries
consider when a company selects and implements a particular
type of innovation that can be applied as a basis for
developing an innovation model at the corporate level.

Previous research by [27] said innovation affects
sustainable competitive advantage. However, the results of
this study do not show that innovation has a significant effect
on sustainable competitive advantage. The results of this
study align with the thoughts of [28] that innovations carried
out by companies only sometimes lead companies to achieve
sustainable competitive advantage. It is because a company
has a sustainable competitive advantage if its potential
competitors cannot imitate the product innovations it
produces or competitors have to carry out reconstruction that
requires a lot of capital and investment so that competitors
cannot do it.

3. RESEARCH METHODS

This study uses a quantitative descriptive method. The
sample of this research is 50 business actors who are also
craftsmen of the woven industry from palm oil stick waste in
Rokan Hulu downstream district, Riau, Indonesia. They are



members of a group of craftsmen woven from palm oil stick
waste in Rokan Hulu Downstream district, Riau, Indonesia.
This sample was taken as a whole from the entire existing
population using census sampling. Census sampling was used
in this study because the population was considered small or
less than 100 [29]. The research location was determined in
the palm oil stem waste craft business in Rokan Hulu, Riau,
Indonesia, because the research location was a group of
craftsmen who first started this craft business and was the
largest in Riau Province, Indonesia. Although the first and the
largest in Riau Province, Indonesia, they still have problems
that deserve scrutiny from knowledge management factors,
innovation to achieve a sustainable competitive advantage
with indigenous product creativity as a mediating variable.

The qualifications for the length of service for the research
sample in the woven industry business are those who have
been active in this industry for more than three years. Of their
educational background, as much as 56% have a bachelor's
degree, 40% have a high school certificate and the rest are
below the bachelor's and high school level. The data
collection technique in this study relied on questionnaires to
collect primary data. Besides that, the researchers also made
direct observations at the research location. There are 65
questions in the test on the questionnaire—questions in the
questionnaire regarding knowledge management, innovation,
indigenous knowledge product creativity, and sustainable
competitive advantage. Secondary data was obtained through
literature review and documentation. Each question was
scored using a 5-point Likert scale.

The validity and reliability in this study refer to the
opinion [30] namely using a minimum validity index of 0.5
and a minimum reliability index of 0.6. Data analysis in this
study used the PLS-SEM. The analysis tools in this study
used the Structural Equation Modeling (SEM) method with
PLS. Partial Least Square (PLS) analysis is used because,
according to [30] PLS can be used without a solid theoretical
basis, ignoring non-parametric assumptions and the accuracy
of the prediction model parameters based on the value of the
determinant coefficient (R-square), so PLS is very appropriate
for research to develop theory.

4. RESEARCH RESULT

Convergent validity relates to the principle that the
manifest variables of a construct should be highly correlated.
Convergent validity with PLS software can be seen from the
loading factor for each construct indicator. While to assess
Convergent validity, the loading factor value must be more
than 0.7, as well as the average extracted (AVE), and the
communality value must be greater than 0.5, and the results
are as follows following.

Table 1. Loading Factor

Variable Indicator Loading

Factor

KNOWLEDGE KNOWLEDGE 0.880

MANAGEMENT  “ oGNITIF 0.853

TECHNIQUE 0.726

INOVATION INOV1 0.756

INOV2 0.787

INOV3 0.864

INDIGENOUS IPC1 0.930

PRODUCT IPC2 0.938
CREATIVITY

IPC3 0.865

SUSTAINABLE SCAl 0.957

COMPETITIVE “gca2 0.936
ADVANTAGE

SCA3 0.928

SCA4 0.951

Source : Data Processing, 2023

The table above provides information about the loading
factor values for each manifest variable. The loading factor
values of all indicators for the latent variables show >0.7, so
the indicators are declared valid.

Table 2. AVE and Communality
Average Variance Extracted

(AVE)

INOVATION 0.646
IPC 0.831
SCA 0.889
KM 0.676

Source: Data Processing, 2023

In the table above, it can be seen that the four latent
variables have an AVE value that is greater than the specified
value of 0.5. So that all variables are declared valid in
explaining the latent variables, which indicates that the use of
these manifest variables fulfills the AVE requirements.
Therefore all manifest variables are declared to have met the
requirements of convergent validity. Convergent validity is
proven if the scores obtained by instruments that measure
concepts or concepts with different methods have a high
correlation.

Discriminant Validity can be seen from the cross-loading
factor with the construct and the comparison of AVE with the
correlation of latent variables. If the correlation between the
construct and the primary measurement (each indicator) is
more significant than the other construct measures, then the



variable is said to have high discriminant validity. The cross-
loading value is presented as follows:

Table 3. Cross Loading Factor

KM INOVATION IPC SCA
KNOWLEDGE 0.880 0.326 0.475 0.382
KOGNITIF 0.853 0.160 0.454 0.416
TECHNIQUE  0.726 0.263 0.481 0.351
INOV1 0.247 0.756 0.519 0.369
INOV?2 0.189 0.787 0.433 0.407
INOV3 0.288 0.864 0.591 0.378
IPC1 0.575 0.661 0.930 0.792
IPC2 0.567 0.595 0.938 0.644
IPC3 0.399 0.484 0.865 0.560
SCAl 0.523 0.452 0.736 0.957
SCA2 0.378 0.508 0.668 0.936
SCA3 0.440 0.423 0.702 0.928
SCA4 0.414 0.420 0.686 0.951

Source: Data Processing, 2023

Based on the PLS software results table above, it can be
seen that the cross-loading factor correlation value for each
latent construct for the corresponding indicator is higher than
the other constructs. So the indicators used to measure the
latent variable meet the requirements. The reliability test in
Partial Least Square (PLS) can use two methods, namely
Composite Reliability (CR) and Cronbach's Alpha, which are
presented as follows:

Table 4. Composite Reliability (CR) and Cronbach’s
Alpha

Cronbach's Alpha  Composite
Reliability
INNOVATION 0.724 0.845
IPC 0.899 0.937
SCA 0.958 0.970
KM 0.756 0.862

Source: Data Processing, 2023

The test results above show that the Composite Reliability
(CR) value is more significant than 0.7, and the Cronbach
Alpha value is greater than 0.6. It can be concluded that the
data is reliable, indicating that all indicators consistently
measure each variable.The hypothesis in this study was tested
using path coefficient values and t-values to see whether there
was a significant effect. In addition, the results of the path
significance test also show the parameter coefficient values
(original sample).

In this study, researchers used a confidence level of 95%.
The path coefficient score indicated by the T-statistic value
must be above 1.96 for the two-tailed hypothesis. Based on
the Path Coefficient and T-Statistics in the table above, it can
be explained as follows: that to test the hypothesis above, a t-
value is used to see the effect of knowledge management on
Indigenous Product Creativity with a t-value of 2.815; this
value is more significant than 1.96 with a = 0.05, so it can be
concluded that H1 is accepted, meaning that there is a
significant influence of knowledge management on
Indigenous Product Creativity. The knowledge management
variable on Indigenous Product Creativity has an original
sample of 0.415 with a positive direction meaning that the
better the knowledge management, the Indigenous Product
Creativity will also increase by 0.415.



Table 5. Path Analysis

Original Sample Standard T Statistics P Values
S Sample Mean Deviation (|O/STDEV|)
o ©) (M)  (STDEV)
MP -> IPC 0.415 0.420 0.148 2.815 0.005
l] NNOVATION 0.519 0.513 0.138 3.768 0.000
> IPC
JdPC ->SCA 0.700 0.666 0.210 3.337 0.001
MP -> SCA 0.064 0.093 0.152 0.424 0.671
INNOVATION 0.006 0.005 0.159 0.040 0.968
->SCA
KM -> IPC -> 0.291 0.267 0.109 2.661 0.008
SCA
tINNOVATION 0.363 0.356 0.166 2.182 0.030
a> IPC -> SCA

Processing, 2023

Furthermore, the effect of knowledge management on
sustainable competitive advantage is used t-value to see the
effect of knowledge management on Sustainable Competitive
Advantage with a t-value of 0.424; this value is smaller than
1.96 with a = 0.05. It can be concluded that H1 is rejected,
meaning that knowledge management has no significant
effect on Sustainable Competitive Advantage (SCA). The
knowledge management variable on Sustainable Competitive
Advantage has an original sample of 0.064 with a positive
direction meaning that the better the knowledge management,
the Sustainable Competitive Advantage will also increase by
0.064.

The effect of innovation on indigenous product creativity
with a t-value of 3.768 is more significant than 1.96 with a =
0.05; H1 is accepted, meaning that innovation has a
significant influence on Indigenous Product Creativity. The
innovation variable on Indigenous Product Creativity has an
original sample of
0.519 with a positive direction meaning that the better the
innovation, the Indigenous Product Creativity will also
increase by 0.519. Then for the t-value to see the effect of

innovation on Sustainable Competitive Advantage with a t-
value of 0.040, this value is smaller than 1.96 with a = 0.05.
So H1 is rejected, meaning that innovation has no significant
influence toward Sustainable Competitive Advantage. The
innovation variable on Sustainable Competitive Advantage
has an original sample of 0.006 with a positive direction
meaning that the better the innovation, the Sustainable
Competitive Advantage will also increase by 0.006.

Then the influence of indigenous product creativity on
sustainable competitive advantage is seen with a t-value of
3.337; this value is more significant than 1.96 with a = 0.05. It
can be concluded that H1 is accepted, meaning that
Indigenous Product Creativity has a



significant influence on Sustainable Competitive Advantage.

The Indigenous Product Creativity variable on Sustainable
Competitive Advantage has an original sample of 0.700 with
a positive direction meaning that the better the Indigenous
Product Creativity, the Sustainable Competitive Advantage
will also increase by 0.700.

While the influence of knowledge management on
sustainable competitive advantage through indigenous
product creativity is seen based on the provisions previously
stated, where a t-count of 2.661 is obtained, this value is more
significant than 1.96 with a = 0.05. It can be concluded that
H1 is accepted, meaning there is a significant influence of
knowledge management on Sustainable Competitive
Advantage through Indigenous Product Creativity. The
knowledge management variable on Sustainable Competitive
Advantage through Indigenous Product Creativity has an
original sample of 0.291 with a positive direction meaning
that the better the knowledge management, the Sustainable
Competitive  Advantage through Indigenous Product
Creativity will also increase by 0.291. Furthermore, looking at
the effect of innovation on sustainable competitive advantage
through indigenous product creativity, a t-count of 2.182 is
obtained; this value is more significant than 1.96 with a =
0.05. It can be concluded that H1 is accepted, meaning that
there is a significant influence of innovation on Sustainable

Competitive  Advantage through Indigenous Product
Creativity. The innovation variable on Sustainable
Competitive  Advantage through Indigenous Product

Creativity has an original sample of 0.363 with a positive
direction meaning that the better the innovation, the
Sustainable  Competitive  Advantage (KBB) through
Indigenous Product Creativity will also increase by 0.363.

The R-square value can show the influence of the
dependent variable. The following is the acquisition of the R-
square value.

Table 6. R Square

R
Square
IPC 0.572
SCA 0.552

Source: Data Processing, 2023

The value of the coefficient of determination (R-square) in
the table above shows that in the first sub-structure, the R-
square value for the Indigenous Product Creativity variable is

0.572. It shows that the Indigenous Product Creativity
variable can be explained by 57.2% of knowledge
management and innovation variables. . In the second sub-
structure, the R-square value for the Sustainable Competitive
Advantage (KBB) variable is 0.552. It indicates that
Sustainable Competitive Advantage (KBB) can be explained
by 552% by the variable knowledge management,
innovation, and Indigenous Product Creativity.

Q-square measures how well the model's observed values
and the parameter estimates are produced. a Q-square value
greater than 0 (zero) indicates that the model has a predictive
relevance value. In contrast, a Q-square value less than 0
(zero) indicates that the model has no predictive relevance
value. To calculate Q2, the following formula can be used:

Q2 =1-(1-R12) (1-R22)

Q2 =1-(1-0.572)(1-0.552)

Q2=0.808

The achieved Q2 value of 0.808 means that the Q2
value above zero provides evidence that the model has
predictive relevance.

5. RESEARCH DISCUSSION
Researchers supporting the RBV argue that resources are

critical for sustainable competitive advantage. These
resources are referred to as strategic assets[31], core
competencies, and Distinctive Competencies. Empirical

findings in the field of sustainable competitive advantage for
micro, small, and medium enterprises show that the ability to
create competitiveness is determined by how far a company
can manage its resources (stretched resources).

The capabilities of a company are unequal because it
comes from the ownership of its resources in the form of
tangible and intangible assets and the company's ability to use
these assets. Companies experience commercial benefits from
a proactive environment; their management invests additional
resources in a more radical environment that will improve and
exploit the environment as an opportunity.

Unfortunately, the experience of initiatives to support
environments targeting small businesses may be willing to
rely on resources but suggests that mutually beneficial
savings can easily be achieved in a low-cost environment.
Improvements only sometimes lead to reinvestment in
environmental improvements or changes to organizational
priorities. Companies sometimes make bigger, longer-term
changes. Investing to achieve the higher benefits offered as
wins requires a more radical transformation of business
processes. Increasing  environmental efficiency  for
sustainability is reflected in the principles of natural
capitalism. Continuity and competitiveness about broader (or
multiple rounds) learning are needed to bring about cultural
change. Many believe that making a real difference toward
more sustainable patterns is critical.

Building distinctive abilities and core competencies can be
done through experience accumulation, clear articulation of
knowledge, and a knowledge management process that starts
from creating, acquiring, storing, and sharing that knowledge.



Distinctive abilities that are difficult to imitate can be seen in
how companies, business actors, and their employees can
acquire, create, store, share, and disseminate. It is special
knowledge to achieve sustainable competitive advantage
when these capabilities are difficult to imitate [32][33].
Knowledge can be the basis for sustainable competitive
advantage if it is quickly disseminated within the company it
owns but not easily spread to other companies. The purpose
of this statement is that knowledge that spreads slowly within
the company remains the property of several people who are
not from the company and has limited the company's ability
to create value. Therefore knowledge as a strategic resource is
essential to be managed optimally. Knowledge management
helps increase company profits with communication that will
increase mastery of knowledge through knowledge transfer.
Transferring knowledge or knowledge sharing can support
companies in carrying out their business processes, being
ready to face problems, sharing experiences regarding all
work-related matters, and developing company employees'
knowledge and skills. The knowledge-sharing process helps
identify, select, organize, disseminate, and transfer
information and experiences that are part of the company
[20].

Knowledge is considered a vital capital and asset for
companies to manage because knowledge can improve
business performance and create competitive advantage [34].
Knowledge is a sustainable source for companies to achieve
competitive advantage. The main difference between
information and knowledge is that knowledge lies in
information, whereas knowledge is information that people
use [35].

Sharing knowledge is essential to knowledge-based
companies' competitiveness and competitive advantage [36].
It is a severe concern about company efforts to increase
knowledge dissemination within Meso-level companies.
Human resources have limitations in sharing knowledge even
though they use the system. Knowledge sharing at the micro
level is not only with other members of the company's
employees but also with external parties such as customers.
Many previous studies have assumed that employees are free
to share knowledge to support the interests of an organization
[37]. It relates from a shared perspective on knowledge
implicitly embodied in Knowledge Base View (KBV), the
assets available to firms, and their sustainable competitive
advantages [32][33]. Human resources play a significant role
in enabling companies to produce and consume company
assets. A company's contribution to knowledge-based
resources is invaluable, rare, and only partially replicable.

Knowledge sharing is the accumulation of knowledge
between different knowledge units within a company [38].
The critical factors for increasing knowledge-sharing
activities are intrinsic and extrinsic incentives, social and
organizational norms, organizational values, and leadership
support [7][39]. The use of knowledge is the application of
shared knowledge through assimilation, part of organizational
behavior and problem-solving processes is newly created

knowledge [7]. [40] concluded in his research that knowledge
formation, knowledge transfer, use of knowledge, and
knowledge productivity of employees are related to
innovative behavior. [41] also concluded from their research
results that the knowledge productivity of employees
mediates the relationship between knowledge creation and
innovation. The results also show that knowledge sharing has
a significant impact on innovation. [28] thought that
innovation by companies only sometimes leads companies to
achieve sustainable competitive advantage. It is because
companies that have a sustainable competitive advantage if
their potential competitors cannot imitate the product
innovations produced, or competitors must carry out
reconstructions that require a lot of capital and investment so
that they cannot be implemented.

6. CONCLUSION

This study concludes that knowledge management and
innovation increase sustainable competitive advantage with
indigenous product creativity as a mediating variable in the
woven handicraft industry from waste palm oil stalks in Riau,

Indonesia.  Furthermore, knowledge management and
innovation are fundamental to achieving sustainable
competitive advantage based on indigenous product

creativity. This study is an important research finding because
previous research has failed to explain how company
resources can provide added value differently than
competitors. So this research contributes to the management
literature on sustainable competitive advantage strategies,
especially the resource-based view. The practical implication
of this research is that business actors in the palm oil stem
waste craft industry must pay more attention to their
knowledge resources and the development of product
innovation in indigenous product creativity. It is easy to
achieve a sustainable competitive advantage to stand out.

It is necessary to improve their knowledge management
and innovation capabilities by optimizing the availability of
local resources based on indigenous product creativity. They
can participate in more training and seminars and join a
community of artisans with the same background to increase
their knowledge and skills in product innovation. Apart from
that, it is also essential for them to record better
documentation of every business activity in the palm oil stick
waste craft industry so that it can become information and
knowledge documentation for others. Product heterogeneity is
getting stronger with the characteristic value of authenticity
based on the creativity of indigenous products seen from the
motifs, symbols, and meanings produced. This new
knowledge will result in more innovative product innovations
that are unique, rare, not easily imitated, and not easily
replaced to have an impact on sustainable competitiveness.

This study, still has limitations because it only uses two
independent variables, namely knowledge management, and
innovation, because many other independent variables can
explain their influence on sustainable competitive advantage.
In addition, this research was only conducted at one research



location with a limited population so that in the future, it
could be added to different research locations with the exact
case to increase the population. Different characteristics may
be found so that future research will be more likely to produce
findings that can better explain the effect on sustainable
competitive advantage.
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This study analyzes knowledge management and innovation based on indigenous product
creativity to achieve a sustainable competitive advantage. The unit of analysis in this study
was the artisans of the woven handicraft industry from palm oil stem waste, totaling 50
respondents using a census sampling of the entire population. The analysis tool of this
research uses SEM PLS. The results of this study indicate that knowledge management and
innovation affect sustainable competitive advantage with indigenous product creativity as
mediation in the woven handicraft industry from waste palm oil stems. The findings
succeeded in filling the gap in previous research that the heterogeneity of company resources
is getting higher to achieve sustainable competitive advantage due to the indigenous factor of
creativity as a mediation that can provide added value different from competitors. This
research implication contributes to developing strategic management science with a resource
approach with empirical evidence that original product creativity is a substantial
intermediary variable to achieve sustainable competitive advantage. The practical
implication of this research is that business actors in the palm oil stem waste industry must
pay more attention to their knowledge resources and product innovation on indigenous

product creativity.

1. INTRODUCTION

The increasing business competition, companies are
required to enhance their competitiveness in a sustainable
manner. The rapid development of technology and
information is a significant factor in this globalized era and
cannot be ignored. Market trends also change due to dynamic
customer needs and wants, presenting strategic challenges
that must be addressed. A company's resources alone cannot
determine its strength unless it can create unique value that
sets it apart from competitors.

Previous studies have shown a preference for imported
products over local ones, suggesting that local products are
less desirable [1]. This challenges the local craft industry to
add value through unique product appeal [2]. While past
research on innovation has emphasized product creativity,
there has been little focus on innovation based on indigenous
culture. However, it has been suggested that products with an
indigenous cultural background can generate higher
emotional value for consumers [3-5].

The expansion of oil palm plantations and increased
production volume in Indonesia have led to a surge in palm
oil waste, including palm oil stick waste. This waste is not
being utilized optimally despite its potential. In areas like
Rokan Hulu, Riau Province, the waste is often burned or
discarded, despite the potential for it to be transformed into
valuable commodity products.

The primary hurdle lies in the limitations of knowledge
management practices and the need for improved product

types to achieve sustainable competitive advantage. The
limited capability for product innovation stems from a lack of
knowledge management in design, coloring, and packaging
techniques. As such, there is a need for strategies that focus
on indigenous product creativity, considering the global
market's high interest in unique local cultural products. These
strategies could turn palm oil stick waste into innovative
products with high economic value, thereby solving waste
and competitiveness issues.

Knowledge management is crucial in enabling companies
to detect new market opportunities quickly and drive
innovation [6]. It also fosters market responsiveness,
facilitating sustainable strategies [7]. However, formalization
could hinder radical projects which should be managed
informally to facilitate knowledge management across all
company units [8, 9]. The knowledge management process
consists of acquiring, applying, and sharing knowledge and
designing knowledge transfer [10, 11]. This process
incorporates tacit knowledge, explicit knowledge, and a
technology base [12]. The resource-based theory (RBT)
supports the notion that knowledge capability resources are
essential for achieving sustainable competitive advantage and
improving company performance [4]. However, what
remains unclear is the specific types of knowledge that
provide unique added value and are challenging to transfer.

Creating unique value from scarce resources that are not
easily imitated and have no substitutes requires innovative
skills. Unfortunately, many companies still view innovation
as a domain for newcomers. The strategic management
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approach suggests that companies that do not actively
implement strategic management and remain passive will be
overtaken by competition.

The concept of sustainable competitive advantage was
introduced in an article [13], which posits that companies
should possess resources that are rare, valuable, and not
easily imitated or substituted. A company's human resources
can provide a potential source of sustainable competitive
advantage [14]. Despite being valuable, rare, and not easily
replaced, resources that are easy to imitate bring challenges
to achieving sustainability. Patenting could be a solution to
this issue [15].

Moreover, heterogeneous resources, combined with
imperfect mobility, will achieve a competitive advantage due
to the differences in profitability among competitors. If
resources are distributed homogeneously, all organizations in
the industry will have the same strength and implement the
same strategy [15-17].

Research on sustainable competitive advantage is
evolving, with recent advancements in communication and
information technology leading to new approaches. One such
approach centers on knowledge-based system resources with
a focus on local cultural elements. However, current
literature predominantly uses only the keywords 'sustainable
competitive advantage’ and ‘'knowledge management’,
indicating a significant gap in studies that incorporate
knowledge-based  system resources into  sustainable
competitive advantage.

This disparity underlines the need for more exploration
into the integration of knowledge management and
innovation within the context of sustainable competitive
advantage. Specifically, there is a need to study how
indigenous product creativity can be leveraged as a strategic
approach in the global market. This approach can offer a new
perspective on achieving superiority in global competition
through cultivating and utilizing knowledge-based system
resources [Figurel W SHoWS Wresearch  framework which
describes research model.
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Figure 1. Research framework

2. LITERATURE REVIEW

Competitive advantage originates from a company's skills
and resources, including technical, managerial, and
operational capabilities. The uniqueness and differences
among competitors revealed through competitive advantage
analysis enable companies to maintain their advantage,
significantly impacting performance [18]. Activities such as
business design, production, marketing, and distribution can
create a sustainable competitive advantage by facilitating a
company's relative cost position and establishing a basis for
differentiation. Lower costs allow a company to offer more

value to customers than its competitors can.

Micro and Small Enterprises can develop alternative
strategies by leveraging both internal and external factors
[19, 20]. Internal factors include marketing, production,
human resources, and finance, while external ones
encompass socioeconomic conditions, technology, buyers,
and competitors. In the global business competition,
companies need to focus on internal perspectives in addition
to industrial structure, carefully examining and combining
their resources to gain core competencies and competitive
advantages.

Strategy plays a significant role in an organization's ability
to stretch and fulfill its aspirations. It demands careful
planning and commitment to continuously enhance its
resources [21].

Knowledge management encompasses three primary
functions: knowledge generation, storage, and sharing.
Knowledge generation includes innovation and accumulation
of new knowledge, which is then combined with existing
knowledge. Knowledge sharing allows the dissemination of
skills, experiences, and knowledge within an organization.

A knowledge management process that involves gathering
experiences, clarifying knowledge, and creating, acquiring,
storing, and sharing that knowledge can lead to the
development of unique core skills and competencies. These
unique skills, which businesses, employers, and employees
acquire, create, store, share, and disseminate, are difficult to
imitate. Consequently, a sustainable competitive advantage
can be achieved when these skills are challenging to replicate
[22].

Knowledge can be the basis of a sustainable competitive
advantage if it can be quickly disseminated within the firm
that owns it but not easily transferred to other firms. This
declaration intends that knowledge that cannot be quickly
disseminated within a company belongs to many people who
do not belong to the company. As a result, the ability to
create value for the company is limited. The Knowledge Base
View (KBV) approach assumes that companies are business
entities capable of creating, integrating, and distributing
knowledge. The functionality created by the KBV approach
is based on something other than tangible resources, such as
physical or financial resources. KBV analysis includes
human resources, social and organizational resources, and
other organizational resources such as technical and
economic resources [23].

The knowledge-Based View approach is closely related to
the RBV in that knowledge is a strategic resource to achieve
a sustainable competitive advantage [24]. Knowledge
management is a management tool for rapid growth.
Company employees can move to new companies and start
using that knowledge. Only the constantly learning company
will gain a competitive advantage compared to competitors in
the market [25]. Different stakeholders need to know how
best to serve consumers. The corporate culture needs to
change and foster attribution and collaboration among
employees. Technology and infrastructure are the driving
force to beat the competition.

Companies use the knowledge and disseminate it
everywhere, including the internet, databases, documents, e-
mail, podcasts, and websites. Companies can also conduct
video conferencing and social networking forums. This
media is used to share knowledge. On the one hand, many
things can be learned from the literature on success stories
elsewhere. Further research is needed to determine its
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effectiveness. Organizations are a way to protect intellectual
capital and strengthen and maintain a company's competitive
advantage [25].

Many researchers have researched the importance of
innovation in small industries. Innovation is a performance
factor; innovation positively impacts the performance of
high-tech and low-tech industries [26]. Survey results from
small industries in Romania indicate that most of these
businesses are considering adopting a learning-oriented
organizational culture [26]. The innovation process in small
industries relies on internal and external learning resources.
Best practices for internal learning resources for small
industry cases in Romania are represented by networking
with companies and external partners as internal learning
resources for small businesses.

Market changes, technology changes, and expert and
consultant support are the reported external sources of
learning. The survey results also show that most small
industries tend to innovate. Especially in terms of business
models and the main obstacles they face. Due to the lack of
funds and the high costs they face. They are identifying the
most common barriers to innovation presented by small
industries in Romania as a starting point for setting future
directions breaking through barriers one by one To support
innovation activities and results. This survey's concrete
results are linked to similar surveys of small industries in
other countries. It can form the basis of recommendations
and initiatives to consider aspects of a particular innovation.

However, it is essential to make this comparison based on
the current small industry situation as a national development
framework. More recommended based on survey results
considering carefully the need for innovation for small
industries, especially related to barriers to certain types of
innovation. Another possible direction for future research
would be to consider the primary factors that small industries
consider when a company selects and implements a particular
type of innovation that can be applied as a basis for
developing an innovation model at the corporate level.

Previous research suggests that innovation influences
sustainable competitive advantage [27]. However, this study's
findings do not indicate a significant impact of innovation on
sustainable competitive advantage. These results align with
the viewpoint [28], suggesting that only sometimes do
companies' innovations lead to a sustainable competitive
advantage. It is because a company has a sustainable
competitive advantage if its potential competitors cannot
imitate the product innovations it produces or competitors
have to carry out reconstruction that requires a lot of capital
and investment so that competitors cannot do it.

3. RESEARCH METHODS

This study uses a quantitative descriptive method. The
sample of this research is 50 business actors who are also
craftsmen of the woven industry from palm oil stick waste in
Rokan Hulu downstream district, Riau, Indonesia. They are
members of a group of craftsmen woven from palm oil stick
waste in Rokan Hulu Downstream district, Riau, Indonesia.
This sample was taken as a whole from the entire existing
population using census sampling. Census sampling was used
in this study because the population was considered small or
less than 100 [29]. The research location was determined in
the palm oil stem waste craft business in Rokan Hulu, Riau,
Indonesia, because the research location was a group of

craftsmen who first started this craft business and was the
largest in Riau Province, Indonesia. Although the first and
the largest in Riau Province, Indonesia, they still have
problems that deserve scrutiny from knowledge management
factors, innovation to achieve a sustainable competitive
advantage with indigenous product creativity as a mediating
variable.

The qualifications for the length of service for the research
sample in the woven industry business are those who have
been active in this industry for more than three years. Of their
educational background, as much as 56% have a bachelor's
degree, 40% have a high school certificate and the rest are
below the bachelor's and high school level. The data
collection technique in this study relied on questionnaires to
collect primary data. Besides that, the researchers also made
direct observations at the research location. There are 65
questions in the test on the questionnaire—questions in the
questionnaire regarding knowledge management, innovation,
indigenous knowledge product creativity, and sustainable
competitive advantage. Secondary data was obtained through
literature review and documentation. Each question was
scored using a 5-point Likert scale.

The validity and reliability in this study refer to the
opinion [30] namely using a minimum validity index of 0.5
and a minimum reliability index of 0.6. Data analysis in this
study used the PLS-SEM. The analysis tools in this study
used the Structural Equation Modeling (SEM) method with
PLS. Partial Least Square (PLS) analysis is used becausePLS
can be used without a solid theoretical basis, ignoring non-
parametric assumptions and the accuracy of the prediction
model parameters based on the value of the determinant
coefficient (R-square), so PLS is very appropriate for
research to develop theory [30].

4. RESEARCH RESULT

Convergent validity relates to the principle that the
manifest variables of a construct should be highly correlated.
Convergent validity with PLS software can be seen from the
loading factor for each construct indicator. While to assess
Convergent validity, the loading factor value must be more
than 0.7, as well as the average extracted (AVE), and the
communality value must be greater than 0.5, and the results
are as follows following.

Table 1 shows loading factor provides information about
the loading factor values for each manifest variable. The
loading factor values of all indicators for the latent variables
show >0.7, so the indicators are declared valid.

Table 1. Loading factor

Variable Indicator Loading
Factor
KNOWLEDGE KNOWLEDGE 0.880
MANAGEMENT KOGNITIF 0.853
TECHNIQUE 0.726
INOV1 0.756
INOVATION INOV2 0.787
INOV3 0.864
INDIGENOUS PRODUCT IPC1 0.930
CREATIVITY IPC2 0.938
IPC3 0.865
SUSTAINABLE SCA1l 0.957
COMPETITIVE SCA2 0.936
ADVANTAGE SCA3 0.928



SCA4 0.951
Source: Data Processing, 2023

In [TabIeN providesiioading factor, it can be seen that the
four latent variables have an AVE value that is greater than
the specified value of 0.5. So that all variables are declared
valid in explaining the latent variables, which indicates that
the use of these manifest variables fulfills the AVE
requirements. Therefore all manifest variables are declared to
have met the requirements of convergent validity.
Convergent validity is proven if the scores obtained by
instruments that measure concepts or concepts with different
methods have a high correlation.

Table 2. AVE and communality

Average Variance Extracted (AVE)

INOVATION 0.646
IPC 0.831
SCA 0.889
KM 0.676

Source: Data Processing, 2023

If the correlation
between the construct and the primary measurement (each
indicator) is more significant than the other construct
measures, then the variable is said to have high discriminant
validity. The cross-loading value is presented as follows:

Table 3. Cross loading factor

KM INOVATION IPC SCA

KNOWLEDGE  0.880 0.326 0.475 0.382
KOGNITIF 0.853 0.160 0.454  0.416
TECHNIQUE 0.726 0.263 0.481 0.351
INOV1 0.247 0.756 0.519 0.369
INOV2 0.189 0.787 0.433  0.407
INOV3 0.288 0.864 0.591 0.378
IPC1 0.575 0.661 0.930 0.792
IPC2 0.567 0.595 0.938 0.644
IPC3 0.399 0.484 0.865 0.560
SCAl 0.523 0.452 0.736  0.957
SCA2 0.378 0.508 0.668 0.936
SCA3 0.440 0.423 0.702  0.928
SCA4 0.414 0.420 0.686  0.951

Source: Data Processing, 2023

Based on the PLS software results

. So the indicators used to measure the latent
variable meet the requirements. The reliability test in Partial
Least Square (PLS) can use two methods, namely Composite
Reliability (CR) and Cronbach's Alpha, which are presented
as follows:

Table 4. Composite Reliability (CR) and Cronbach’s Alpha

Cronbach's Alpha  Composite Reliability
INNOVATION 0.724 0.845

IPC 0.899 0.937
SCA 0.958 0.970
KM 0.756 0.862

Source: Data Processing, 2023

The test results above show that the Composite Reliability
(CR) value is more significant than 0.7, and the Cronbach
Alpha value is greater than 0.6. It can be concluded that the
data is reliable, indicating that all indicators consistently
measure each variable. The hypothesis in this study was tested
using path coefficient values and t-values to see whether
there was a significant effect. In addition, the results of the
path significance test also show the parameter coefficient
values (original sample).

In this study, researchers used a confidence level of 95%.
The path coefficient score indicated by the T-statistic value
must be above 1.96 for the two-tailed hypothesis. Based on
the Path Coefficient and T-Statistics in the table above, it can
be explained as follows: that to test the hypothesis above, a t-
value is used to see the effect of knowledge management on
Indigenous Product Creativity with a t-value of 2.815; this
value is more significant than 1.96 with a = 0.05, so it can be
concluded that H1 is accepted, meaning that there is a
significant influence of knowledge management on
Indigenous Product Creativity. The knowledge management
variable on Indigenous Product Creativity has an original
sample of 0.415 with a positive direction meaning that the
better the knowledge management, the Indigenous Product
Creativity will also increase by 0.415.

Furthermore, the effect of knowledge management on
sustainable competitive advantage is used t-value to see the
effect of knowledge management on Sustainable Competitive
Advantage with a t-value of 0.424; this value is smaller than
1.96 with a = 0.05. It can be concluded that H1 is rejected,
meaning that knowledge management has no significant
effect on Sustainable Competitive Advantage (SCA). The
knowledge management variable on Sustainable Competitive
Advantage has an original sample of 0.064 with a positive
direction meaning that the better the knowledge management,
the Sustainable Competitive Advantage will also increase by
0.064.

The effect of innovation on indigenous product creativity
with a t-value of 3.768 is more significant than 1.96 with a =
0.05; H1 is accepted, meaning that innovation has a
significant influence on Indigenous Product Creativity. The
innovation variable on Indigenous Product Creativity has an
original sample of 0.519 with a positive direction meaning
that the better the innovation, the Indigenous Product
Creativity will also increase by 0.519. Then for the t-value to
see the effect of innovation on Sustainable Competitive
Advantage with a t-value of 0.040, this value is smaller than
1.96 with a = 0.05. So H1 is rejected, meaning that
innovation has no significant influence toward Sustainable
Competitive Advantage. The innovation variable on
Sustainable Competitive Advantage has an original sample of
0.006 with a positive direction meaning that the better the
innovation, the Sustainable Competitive Advantage will also
increase by 0.006.

Table 5. Path analysis

Original Sample ~ Sample Mean Standard Deviation T Statistics P
(0) (M) (STDEV) (|O/STDEV|) Values
MP -> IPC 0.415 0.420 0.148 2.815 0.005
INNOVATION -> IPC ) 0.519 0.513 ) 0.138 ) 3.768 ~0.000



IPC ->SCA 0.700 0.666 0.210 3.337 0.001

MP ->SCA 0.064 0.093 0.152 0.424 0.671
INNOVATION -> SCA 0.006 0.005 0.159 0.040 0.968
KM ->IPC ->SCA 0.291 0.267 0.109 2.661 0.008
INNOVATION -> IPC -> SCA 0.363 0.356 0.166 2.182 0.030

Source : Data Processing, 2023

Then the influence of indigenous product creativity on
sustainable competitive advantage is seen with a t-value of
3.337; this value is more significant than 1.96 with a = 0.05.
It can be concluded that H1 is accepted, meaning that
Indigenous Product Creativity has a significant influence on
Sustainable Competitive Advantage.

The Indigenous Product Creativity variable on Sustainable
Competitive Advantage has an original sample of 0.700 with
a positive direction meaning that the better the Indigenous
Product Creativity, the Sustainable Competitive Advantage
will also increase by 0.700.

While the influence of knowledge management on
sustainable competitive advantage through indigenous
product creativity is seen based on the provisions previously
stated, where a t-count of 2.661 is obtained, this value is
more significant than 1.96 with a = 0.05. It can be concluded
that H1 is accepted, meaning there is a significant influence
of knowledge management on Sustainable Competitive
Advantage through Indigenous Product Creativity. The
knowledge management variable on Sustainable Competitive
Advantage through Indigenous Product Creativity has an
original sample of 0.291 with a positive direction meaning
that the better the knowledge management, the Sustainable
Competitive  Advantage through Indigenous Product
Creativity will also increase by 0.291. Furthermore, looking
at the effect of innovation on sustainable competitive
advantage through indigenous product creativity, a t-count of
2.182 is obtained; this value is more significant than 1.96
with a = 0.05. It can be concluded that H1 is accepted,
meaning that there is a significant influence of innovation on
Sustainable Competitive Advantage through Indigenous
Product Creativity. The innovation variable on Sustainable
Competitive  Advantage through Indigenous Product
Creativity has an original sample of 0.363 with a positive
direction meaning that the better the innovation, the
Sustainable Competitive  Advantage (KBB) through
Indigenous Product Creativity will also increase by 0.363.

The R-square value can show the influence of the
dependent variable. The following is the acquisition of the R-
square value.

Table 6. R square

R Square
IPC 0.572
SCA 0.552

Source: Data Processing, 2023

The value of the coefficient of determination (R-square) in
the table above shows that in the first sub-structure, the R-
square value for the Indigenous Product Creativity variable is
0.572. It shows that the Indigenous Product Creativity
variable can be explained by 57.2% of knowledge
management and innovation variables. In the second sub-
structure, the R-square value for the Sustainable Competitive
Advantage (KBB) variable is 0.552. It indicates that
Sustainable Competitive Advantage (KBB) can be explained
by 55.2% by the variable knowledge management,
innovation, and Indigenous Product Creativity.

Q-square measures how well the model's observed values
and the parameter estimates are produced. a Q-square value
greater than 0 (zero) indicates that the model has a predictive
relevance value. In contrast, a Q-square value less than 0
(zero) indicates that the model has no predictive relevance
value. To calculate Q2, the following formula can be used:

Q2=1-(1-R12) (1-R22)
Q2 =1- (1-0.572)(1-0.552)
Q2=0.808

The achieved Q2 value of 0.808 means that the Q2 value
above zero provides evidence that the model has predictive
relevance.

5. RESEARCH DISCUSSION

Researchers supporting the RBV argue that resources are
critical for sustainable competitive advantage. These
resources are referred to as strategic assets [31], core
competencies, and Distinctive Competencies. Empirical
findings in the field of sustainable competitive advantage for
micro, small, and medium enterprises show that the ability to
create competitiveness is determined by how far a company
can manage its resources (stretched resources).

The capabilities of a company are unequal because it
comes from the ownership of its resources in the form of
tangible and intangible assets and the company's ability to
use these assets. Companies experience commercial benefits
from a proactive environment; their management invests
additional resources in a more radical environment that will
improve and exploit the environment as an opportunity.

Unfortunately, the experience of initiatives to support
environments targeting small businesses may be willing to
rely on resources but suggests that mutually beneficial
savings can easily be achieved in a low-cost environment.
Improvements only sometimes lead to reinvestment in
environmental improvements or changes to organizational
priorities. Companies sometimes make bigger, longer-term
changes. Investing to achieve the higher benefits offered as
wins requires a more radical transformation of business
processes.  Increasing  environmental  efficiency  for
sustainability is reflected in the principles of natural
capitalism. Continuity and competitiveness about broader (or
multiple rounds) learning are needed to bring about cultural
change. Many believe that making a real difference toward
more sustainable patterns is critical.

Building distinctive abilities and core competencies can be
done through experience accumulation, clear articulation of
knowledge, and a knowledge management process that starts
from creating, acquiring, storing, and sharing that knowledge.
Distinctive abilities that are difficult to imitate can be seen in
how companies, business actors, and their employees can
acquire, create, store, share, and disseminate. It is special
knowledge to achieve sustainable competitive advantage
when these capabilities are difficult to imitate [32, 33].
Knowledge can be the basis for sustainable competitive
advantage if it is quickly disseminated within the company it



owns but not easily spread to other companies. The purpose
of this statement is that knowledge that spreads slowly within
the company remains the property of several people who are
not from the company and has limited the company's ability
to create value. Therefore knowledge as a strategic resource
is essential to be managed optimally. Knowledge
management  helps increase company profits with
communication that will increase mastery of knowledge
through knowledge transfer. Transferring knowledge or
knowledge sharing can support companies in carrying out
their business processes, being ready to face problems,
sharing experiences regarding all work-related matters, and
developing company employees' knowledge and skills. The
knowledge-sharing process helps identify, select, organize,
disseminate, and transfer information and experiences that
are part of the company [20].

Knowledge is considered a vital capital and asset for
companies to manage because knowledge can improve
business performance and create competitive advantage [34].
Knowledge is a sustainable source for companies to achieve
competitive advantage. The main difference between
information and knowledge is that knowledge lies in
information, whereas knowledge is information that people
use [35].

Sharing knowledge is essential to knowledge-based
companies' competitiveness and competitive advantage [36].
It is a severe concern about company efforts to increase
knowledge dissemination within Meso-level companies.
Human resources have limitations in sharing knowledge even
though they use the system. Knowledge sharing at the micro
level is not only with other members of the company's
employees but also with external parties such as customers.
Many previous studies have assumed that employees are free
to share knowledge to support the interests of an organization
[37]. It relates from a shared perspective on knowledge
implicitly embodied in Knowledge Base View (KBV), the
assets available to firms, and their sustainable competitive
advantages [32, 33]. Human resources play a significant role
in enabling companies to produce and consume company
assets. A company's contribution to knowledge-based
resources is invaluable, rare, and only partially replicable.

Knowledge sharing is the accumulation of knowledge
between different knowledge units within a company [38].
The critical factors for increasing knowledge-sharing
activities are intrinsic and extrinsic incentives, social and
organizational norms, organizational values, and leadership
support [7, 39]. The use of knowledge is the application of
shared knowledge through assimilation, part of
organizational behavior and problem-solving processes is
newly created knowledge [7]. Berry [40] concluded in his
research that knowledge formation, knowledge transfer, use
of knowledge, and knowledge productivity of employees are
related to innovative behavior. Shujahat et al. [41] also
concluded from their research results that the knowledge
productivity of employees mediates the relationship between
knowledge creation and innovation. The results also show
that knowledge sharing has a significant impact on
innovation. Kuncoro and Suriani [28] thought that innovation
by companies only sometimes leads companies to achieve
sustainable competitive advantage. It is because companies
that have a sustainable competitive advantage if their
potential competitors cannot imitate the product innovations
produced, or competitors must carry out reconstructions that
require a lot of capital and investment so that they cannot be

implemented.

6. CONCLUSION

This study concludes that knowledge management and
innovation increase sustainable competitive advantage with
indigenous product creativity as a mediating variable in the
woven handicraft industry from waste palm oil stalks in Riau,
Indonesia.  Furthermore, knowledge management and
innovation are fundamental to achieving sustainable
competitive advantage based on indigenous product
creativity. This study is an important research finding
because previous research has failed to explain how company
resources can provide added value differently than
competitors. So this research contributes to the management
literature on sustainable competitive advantage strategies,
especially the resource-based view. The practical implication
of this research is that business actors in the palm oil stem
waste craft industry must pay more attention to their
knowledge resources and the development of product
innovation in indigenous product creativity. It is easy to
achieve a sustainable competitive advantage to stand out.

It is necessary to improve their knowledge management
and innovation capabilities by optimizing the availability of
local resources based on indigenous product creativity. They
can participate in more training and seminars and join a
community of artisans with the same background to increase
their knowledge and skills in product innovation. Apart from
that, it is also essential for them to record better
documentation of every business activity in the palm oil stick
waste craft industry so that it can become information and
knowledge documentation for others. Product heterogeneity
is getting stronger with the characteristic value of
authenticity based on the creativity of indigenous products
seen from the motifs, symbols, and meanings produced. This
new knowledge will result in more innovative product
innovations that are unique, rare, not easily imitated, and not
easily replaced to have an impact on sustainable
competitiveness.

This study, still has limitations because it only uses two
independent variables, namely knowledge management, and
innovation, because many other independent variables can
explain their influence on sustainable competitive advantage.
In addition, this research was only conducted at one research
location with a limited population so that in the future, it
could be added to different research locations with the exact
case to increase the population. Different characteristics may
be found so that future research will be more likely to
produce findings that can better explain the effect on
sustainable competitive advantage.
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This study analyzes knowledge management and innovation based on indigenous product
creativity to achieve a sustainable competitive advantage. The unit of analysis in this study
was the artisans of the woven handicraft industry from palm oil stem waste, totaling 50
respondents using a census sampling of the entire population. The analysis tool of this research
uses SEM PLS. The results of this study indicate that knowledge management and innovation
affect sustainable competitive advantage with indigenous product creativity as mediation in
the woven handicraft industry from waste palm oil stems. The findings succeeded in filling the
gap in previous research that the heterogeneity of company resources is getting higher to
achieve sustainable competitive advantage due to the indigenous factor of creativity as a
mediation that can provide added value different from competitors. This research implication
contributes to developing strategic management science with a resource approach with
empirical evidence that original product creativity is a substantial intermediary variable to
achieve sustainable competitive advantage. The practical implication of this research is that
business actors in the palm oil stem waste industry must pay more attention to their knowledge

resources and product innovation on indigenous product creativity.

1. INTRODUCTION

The higher increasing business competition, companies are
required to enhance their competitiveness in a sustainable
manner. The rapid development of technology and
information is a significant factor in this globalized era and
cannot be ignored. Market trends also change due to dynamic
customer needs and wants, presenting strategic challenges that
must be addressed. A company's resources alone cannot
determine its strength unless it can create unique value that
sets it apart from competitors.

Previous studies have shown a preference for imported
products over local ones, suggesting that local products are
less desirable [1]. This challenges the local craft industry to
add value through unique product appeal [2]. While past
research on innovation has emphasized product creativity,
there has been little focus on innovation based on indigenous
culture. However, it has been suggested that products with an
indigenous cultural background can generate higher emotional
value for consumers [3-5].

The expansion of oil palm plantations and increased
production volume in Indonesia have led to a surge in palm oil
waste, including palm oil stick waste. This waste is not being
utilized optimally despite its potential. In areas like Rokan
Hulu, Riau Province, the waste is often burned or discarded,
despite the potential for it to be transformed into valuable
commaodity products.

The primary hurdle lies in the limitations of knowledge
management practices and the need for improved product
types to achieve sustainable competitive advantage. The
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limited capability for product innovation stems from a lack of
knowledge management in design, coloring, and packaging
techniques. As such, there is a need for strategies that focus on
indigenous product creativity, considering the global market's
high interest in unique local cultural products. These strategies
could turn palm oil stick waste into innovative products with
high economic value, thereby solving waste and
competitiveness issues.

Knowledge management is crucial in enabling companies
to detect new market opportunities quickly and drive
innovation [6]. It also fosters market responsiveness,
facilitating sustainable strategies [7]. However, formalization
could hinder radical projects which should be managed
informally to facilitate knowledge management across all
company units [8, 9]. The knowledge management process
consists of acquiring, applying, and sharing knowledge and
designing knowledge transfer [10, 11]. This process
incorporates tacit knowledge, explicit knowledge, and a
technology base [12]. The resource-based theory (RBT)
supports the notion that knowledge capability resources are
essential for achieving sustainable competitive advantage and
improving company performance [4]. However, what remains
unclear is the specific types of knowledge that provide unique
added value and are challenging to transfer.

Creating unique value from scarce resources that are not
easily imitated and have no substitutes requires innovative
skills. Unfortunately, many companies still view innovation as
a domain for newcomers. The strategic management approach
suggests that companies that do not actively implement
strategic management and remain passive will be overtaken by
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competition.

The concept of sustainable competitive advantage was
introduced in an article [13], which posits that companies
should possess resources that are rare, valuable, and not easily
imitated or substituted. A company's human resources can
provide a potential source of sustainable competitive
advantage [14]. Despite being valuable, rare, and not easily
replaced, resources that are easy to imitate bring challenges to
achieving sustainability. Patenting could be a solution to this
issue [15].

Moreover, heterogeneous resources, combined with
imperfect mobility, will achieve a competitive advantage due
to the differences in profitability among competitors. If
resources are distributed homogeneously, all organizations in
the industry will have the same strength and implement the
same strategy [15-17].

Research on sustainable competitive advantage is evolving,
with recent advancements in communication and information
technology leading to new approaches. One such approach
centers on knowledge-based system resources with a focus on

local cultural elements. However, current literature
predominantly uses only the keywords ‘sustainable
competitive advantage’ and ‘'knowledge management’,

indicating a significant gap in studies that incorporate
knowledge-based  system resources into  sustainable
competitive advantage.

This disparity underlines the need for more exploration into
the integration of knowledge management and innovation
within the context of sustainable competitive advantage.
Specifically, there is a need to study how indigenous product
creativity can be leveraged as a strategic approach in the global
market. This approach can offer a new perspective on
achieving superiority in global competition through

cultivating and utilizing knowledge-based system resources
Figure 1 shows research framework which describes research
model.

Knowledge
Management

~ H4

Indigenous
Product
Creativity

Sustainable

Competitive

Advantage

Innovation
HS

Figure 1. Research framework

2. LITERATURE REVIEW

Competitive advantage originates from a company's skills
and resources, including technical, managerial, and
operational capabilities. The uniqueness and differences
among competitors revealed through competitive advantage
analysis enable companies to maintain their advantage,
significantly impacting performance [18]. Activities such as
business design, production, marketing, and distribution can
create a sustainable competitive advantage by facilitating a
company's relative cost position and establishing a basis for
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differentiation. Lower costs allow a company to offer more
value to customers than its competitors can.

Micro and Small Enterprises can develop alternative
strategies by leveraging both internal and external factors [19,
20]. Internal factors include marketing, production, human
resources, and finance, while external ones encompass
socioeconomic  conditions,  technology, buyers, and
competitors. In the global business competition, companies
need to focus on internal perspectives in addition to industrial
structure, carefully examining and combining their resources
to gain core competencies and competitive advantages.

Strategy plays a significant role in an organization's ability
to stretch and fulfill its aspirations. It demands careful
planning and commitment to continuously enhance its
resources [21].

Knowledge management encompasses three primary
functions: knowledge generation, storage, and sharing.
Knowledge generation includes innovation and accumulation
of new knowledge, which is then combined with existing
knowledge. Knowledge sharing allows the dissemination of
skills, experiences, and knowledge within an organization.

A knowledge management process that involves gathering
experiences, clarifying knowledge, and creating, acquiring,
storing, and sharing that knowledge can lead to the
development of unique core skills and competencies. These
unique skills, which businesses, employers, and employees
acquire, create, store, share, and disseminate, are difficult to
imitate. Consequently, a sustainable competitive advantage
can be achieved when these skills are challenging to replicate
[22].

Knowledge can be the basis of a sustainable competitive
advantage if it can be quickly disseminated within the firm that
owns it but not easily transferred to other firms. This
declaration intends that knowledge that cannot be quickly
disseminated within a company belongs to many people who
do not belong to the company. As a result, the ability to create
value for the company is limited. The Knowledge Base View
(KBV) approach assumes that companies are business entities
capable of creating, integrating, and distributing knowledge.
The functionality created by the KBV approach is based on
something other than tangible resources, such as physical or
financial resources. KBV analysis includes human resources,
social and organizational resources, and other organizational
resources such as technical and economic resources [23].

The knowledge-Based View approach is closely related to
the RBV in that knowledge is a strategic resource to achieve a
sustainable competitive advantage [24]. Knowledge
management is a management tool for rapid growth. Company
employees can move to new companies and start using that
knowledge. Only the constantly learning company will gain a
competitive advantage compared to competitors in the market
[25]. Different stakeholders need to know how best to serve
consumers. The corporate culture needs to change and foster
attribution and collaboration among employees. Technology
and infrastructure are the driving force to beat the competition.

Companies use the knowledge and disseminate it
everywhere, including the internet, databases, documents, e-
mail, podcasts, and websites. Companies can also conduct
video conferencing and social networking forums. This media
is used to share knowledge. On the one hand, many things can
be learned from the literature on success stories elsewhere.
Further research is needed to determine its effectiveness.
Organizations are a way to protect intellectual capital and
strengthen and maintain a company's competitive advantage



[25].

Many researchers have researched the importance of
innovation in small industries. Innovation is a performance
factor; innovation positively impacts the performance of high-
tech and low-tech industries [26]. Survey results from small
industries in Romania indicate that most of these businesses
are considering adopting a learning-oriented organizational
culture [26]. The innovation process in small industries relies
on internal and external learning resources. Best practices for
internal learning resources for small industry cases in Romania
are represented by networking with companies and external
partners as internal learning resources for small businesses.

Market changes, technology changes, and expert and
consultant support are the reported external sources of
learning. The survey results also show that most small
industries tend to innovate. Especially in terms of business
models and the main obstacles they face. Due to the lack of
funds and the high costs they face. They are identifying the
most common barriers to innovation presented by small
industries in Romania as a starting point for setting future
directions breaking through barriers one by one to support
innovation activities and results. This survey's concrete results
are linked to similar surveys of small industries in other
countries. It can form the basis of recommendations and
initiatives to consider aspects of a particular innovation.

However, it is essential to make this comparison based on
the current small industry situation as a national development
framework. More recommended based on survey results
considering carefully the need for innovation for small
industries, especially related to barriers to certain types of
innovation. Another possible direction for future research
would be to consider the primary factors that small industries
consider when a company selects and implements a particular
type of innovation that can be applied as a basis for developing
an innovation model at the corporate level.

Previous research suggests that innovation influences
sustainable competitive advantage [27]. However, this study's
findings do not indicate a significant impact of innovation on
sustainable competitive advantage. These results align with
the viewpoint [28], suggesting that only sometimes do
companies' innovations lead to a sustainable competitive
advantage. It is because a company has a sustainable
competitive advantage if its potential competitors cannot
imitate the product innovations it produces or competitors
have to carry out reconstruction that requires a lot of capital
and investment so that competitors cannot do it.

3. RESEARCH METHODS

This study uses a quantitative descriptive method. The
sample of this research is 50 business actors who are also
craftsmen of the woven industry from palm oil stick waste in
Rokan Hulu downstream district, Riau, Indonesia. They are
members of a group of craftsmen woven from palm oil stick
waste in Rokan Hulu Downstream district, Riau, Indonesia.
This sample was taken as a whole from the entire existing
population using census sampling. Census sampling was used
in this study because the population was considered small or
less than 100 [29]. The research location was determined in
the palm oil stem waste craft business in Rokan Hulu, Riau,
Indonesia, because the research location was a group of
craftsmen who first started this craft business and was the
largest in Riau Province, Indonesia. Although the first and the
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largest in Riau Province, Indonesia, they still have problems
that deserve scrutiny from knowledge management factors,
innovation to achieve a sustainable competitive advantage
with indigenous product creativity as a mediating variable.

The qualifications for the length of service for the research
sample in the woven industry business are those who have
been active in this industry for more than three years. Of their
educational background, as much as 56% have a bachelor's
degree, 40% have a high school certificate and the rest are
below the bachelor's and high school level. The data collection
technique in this study relied on questionnaires to collect
primary data. Besides that, the researchers also made direct
observations at the research location. There are 65 questions
in the test on the questionnaire—questions in the questionnaire
regarding knowledge management, innovation, indigenous
knowledge product creativity, and sustainable competitive
advantage. Secondary data was obtained through literature
review and documentation. Each question was scored using a
5-point Likert scale.

The validity and reliability in this study refer to the opinion
[30] namely using a minimum validity index of 0.5 and a
minimum reliability index of 0.6. Data analysis in this study
used the PLS-SEM. The analysis tools in this study used the
Structural Equation Modeling (SEM) method with PLS.
Partial Least Square (PLS) analysis is used becausePLS can be
used without a solid theoretical basis, ignoring non-parametric
assumptions and the accuracy of the prediction model
parameters based on the value of the determinant coefficient
(R-square), so PLS is very appropriate for research to develop
theory [30].

4. RESEARCH RESULT

Convergent validity relates to the principle that the manifest
variables of a construct should be highly correlated.
Convergent validity with PLS software can be seen from the
loading factor for each construct indicator. While to assess
Convergent validity, the loading factor value must be more
than 0.7, as well as the average extracted (AVE), and the
communality value must be greater than 0.5, and the results
are as follows.

Table 1. Loading factor

Variable Indicator Loading
Factor
KNOWLEDGE KNOWLEDGE 0.880
MANAGEMENT KOGNITIF 0.853
TECHNIQUE 0.726
INOV1 0.756
INOVATION INOV2 0787
INOV3 0.864
INDIGENOUS PRODUCT IPC1 0.930
CREATIVITY IPC2 0.938
IPC3 0.865
SUSTAINABLE SCAL 0.957
SCA2 0.936
COMPETITIVE
ADVANTAGE SCA3 0.928
SCA4 0.951

Source: Data processing, 2023

Table 1 shows loading factor provides information about the
loading factor values for each manifest variable. The loading
factor values of all indicators for the latent variables show >0.7,



so the indicators are declared valid.

Table 1 provides loading factor, it can be seen that the four
latent variables have an AVE value that is greater than the
specified value of 0.5. So that all variables are declared valid
in explaining the latent variables, which indicates that the use
of these manifest variables fulfills the AVE requirements.
Therefore, all manifest variables are declared to have met the
requirements of convergent validity. Convergent validity is
proven if the scores obtained by instruments that measure
concepts or concepts with different methods have a high
correlation.

Table 2. AVE and communality

Average Variance Extracted (AVE)

INOVATION 0.646
IPC 0.831
SCA 0.889
KM 0.676

Source: Data processing, 2023

Table 2 shows the discriminant validity from the cross-
loading factor with the construct and the comparison of AVE
with the correlation of latent variables. If the correlation
between the construct and the primary measurement (each
indicator) is more significant than the other construct
measures, then the variable is said to have high discriminant
validity. The cross-loading value is presented as follows:

Table 3. Cross loading factor

KM INOVATION IPC SCA

KNOWLEDGE  0.880 0.326 0.475 0.382
KOGNITIF 0.853 0.160 0.454 0.416
TECHNIQUE 0.726 0.263 0.481 0.351
INOV1 0.247 0.756 0.519 0.369
INOV2 0.189 0.787 0.433 0.407
INOV3 0.288 0.864 0.591 0.378
IPC1 0.575 0.661 0.930 0.792
IPC2 0.567 0.595 0.938 0.644
IPC3 0.399 0.484 0.865 0.560
SCA1l 0.523 0.452 0.736  0.957
SCA2 0.378 0.508 0.668 0.936
SCA3 0.440 0.423 0.702 0.928
SCA4 0.414 0.420 0.686  0.951

Source: Data processing, 2023

Table 4. Composite Reliability (CR) and Cronbach’s Alpha

Cronbach's Alpha Composite Reliability

INNOVATION 0.724 0.845
IPC 0.899 0.937
SCA 0.958 0.970
KM 0.756 0.862

Source: Data processing, 2023

Based on the PLS software results Table 3 shows cross-
loading factor correlation value for each latent construct for
the corresponding indicator is higher than the other constructs.
So the indicators used to measure the latent variable meet the
requirements. The reliability test in Partial Least Square (PLS)
can use two methods, namely Composite Reliability (CR) and
Cronbach's Alpha, which are presented in Table 4.

The test results above show that the Composite Reliability
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(CR) value is more significant than 0.7, and the Cronbach
Alpha value is greater than 0.6. It can be concluded that the
data is reliable, indicating that all indicators consistently
measure each variable. The hypothesis in this study was tested
using path coefficient values and t-values to see whether there
was a significant effect. In addition, the results of the path
significance test also show the parameter coefficient values
(original sample). Table 5 shows path analysis result.

In this study, researchers used a confidence level of 95%.
The path coefficient score indicated by the T-statistic value
must be above 1.96 for the two-tailed hypothesis. Based on the
Path Coefficient and T-Statistics in the table above, it can be
explained as follows: that to test the hypothesis above, a t-
value is used to see the effect of knowledge management on
Indigenous Product Creativity with a t-value of 2.815; this
value is more significant than 1.96 with a = 0.05, so it can be
concluded that H1 is accepted, meaning that there is a
significant influence of knowledge management on
Indigenous Product Creativity. The knowledge management
variable on Indigenous Product Creativity has an original
sample of 0.415 with a positive direction meaning that the
better the knowledge management, the Indigenous Product
Creativity will also increase by 0.415.

Furthermore, the effect of knowledge management on
sustainable competitive advantage is used t-value to see the
effect of knowledge management on Sustainable Competitive
Advantage with a t-value of 0.424; this value is smaller than
1.96 with a = 0.05. It can be concluded that H1 is rejected,
meaning that knowledge management has no significant effect
on Sustainable Competitive Advantage (SCA). The
knowledge management variable on Sustainable Competitive
Advantage has an original sample of 0.064 with a positive
direction meaning that the better the knowledge management,
the Sustainable Competitive Advantage will also increase by
0.064.

The effect of innovation on indigenous product creativity
with a t-value of 3.768 is more significant than 1.96 with a =
0.05; H1 is accepted, meaning that innovation has a significant
influence on Indigenous Product Creativity. The innovation
variable on Indigenous Product Creativity has an original
sample of 0.519 with a positive direction meaning that the
better the innovation, the Indigenous Product Creativity will
also increase by 0.519. Then for the t-value to see the effect of
innovation on Sustainable Competitive Advantage with a t-
value of 0.040, this value is smaller than 1.96 with a = 0.05.
So H1 is rejected, meaning that innovation has no significant
influence toward Sustainable Competitive Advantage. The
innovation variable on Sustainable Competitive Advantage
has an original sample of 0.006 with a positive direction
meaning that the better the innovation, the Sustainable
Competitive Advantage will also increase by 0.006.

Then the influence of indigenous product creativity on
sustainable competitive advantage is seen with a t-value of
3.337; this value is more significant than 1.96 with a = 0.05. It
can be concluded that H1 is accepted, meaning that Indigenous
Product Creativity has a significant influence on Sustainable
Competitive Advantage.

The Indigenous Product Creativity variable on Sustainable
Competitive Advantage has an original sample of 0.700 with
a positive direction meaning that the better the Indigenous
Product Creativity, the Sustainable Competitive Advantage
will also increase by 0.700.



Table 5. Path analysis

Original Sample ~ Sample Mean Standard Deviation T Statistics P
(0) (M) (STDEV) (JO/ISTDEV)) Values
MP -> IPC 0.415 0.420 0.148 2.815 0.005
INNOVATION -> IPC 0.519 0.513 0.138 3.768 0.000
IPC -> SCA 0.700 0.666 0.210 3.337 0.001
MP -> SCA 0.064 0.093 0.152 0.424 0.671
INNOVATION -> SCA 0.006 0.005 0.159 0.040 0.968
KM -> IPC -> SCA 0.291 0.267 0.109 2.661 0.008
INNOVATION -> IPC -> SCA 0.363 0.356 0.166 2.182 0.030

Source: Data processing, 2023

While the influence of knowledge management on
sustainable competitive advantage through indigenous product
creativity is seen based on the provisions previously stated,
where a t-count of 2.661 is obtained, this value is more
significant than 1.96 with a = 0.05. It can be concluded that H1
is accepted, meaning there is a significant influence of
knowledge management on Sustainable Competitive
Advantage through Indigenous Product Creativity. The
knowledge management variable on Sustainable Competitive
Advantage through Indigenous Product Creativity has an
original sample of 0.291 with a positive direction meaning that
the better the knowledge management, the Sustainable
Competitive  Advantage through Indigenous Product
Creativity will also increase by 0.291. Furthermore, looking at
the effect of innovation on sustainable competitive advantage
through indigenous product creativity, a t-count of 2.182 is
obtained; this value is more significant than 1.96 with a = 0.05.
It can be concluded that H1 is accepted, meaning that there is
a significant influence of innovation on Sustainable
Competitive  Advantage through Indigenous Product
Creativity. The innovation variable on Sustainable
Competitive  Advantage through Indigenous Product
Creativity has an original sample of 0.363 with a positive
direction meaning that the better the innovation, the
Sustainable Competitive Advantage (KBB) through
Indigenous Product Creativity will also increase by 0.363.

The R-square value can show the influence of the dependent
variable. The following Table 6 shows the acquisition of the
R-square value.

Table 6. R square

R Square
IPC 0.572
SCA 0.552

Source: Data processing, 2023

The value of the coefficient of determination (R-square) in
the table above shows that in the first sub-structure, the R-
square value for the Indigenous Product Creativity variable is
0.572. It shows that the Indigenous Product Creativity variable
can be explained by 57.2% of knowledge management and
innovation variables. In the second sub-structure, the R-square
value for the Sustainable Competitive Advantage (KBB)
variable is 0.552. It indicates that Sustainable Competitive
Advantage (KBB) can be explained by 55.2% by the variable
knowledge management, innovation, and Indigenous Product
Creativity.

Q-square measures how well the model's observed values
and the parameter estimates are produced. A Q-square value
greater than 0 (zero) indicates that the model has a predictive
relevance value. In contrast, a Q-square value less than 0 (zero)

indicates that the model has no predictive relevance value. To
calculate Q2, the following formula can be used:

Q2 =1-(1-R12) (1-R22)
Q2 =1 - (1-0.572)(1-0.552)
Q2 =0.808

The achieved Q2 value of 0.808 means that the Q2 value
above zero provides evidence that the model has predictive
relevance.

5. RESEARCH DISCUSSION

Researchers supporting the RBV argue that resources are
critical for sustainable competitive advantage. These resources
are referred to as strategic assets [31], core competencies, and
Distinctive Competencies. Empirical findings in the field of
sustainable competitive advantage for micro, small, and
medium enterprises show that the ability to create
competitiveness is determined by how far a company can
manage its resources (stretched resources).

The capabilities of a company are unequal because it comes
from the ownership of its resources in the form of tangible and
intangible assets and the company's ability to use these assets.
Companies experience commercial benefits from a proactive
environment; their management invests additional resources in
a more radical environment that will improve and exploit the
environment as an opportunity.

Unfortunately, the experience of initiatives to support
environments targeting small businesses may be willing to rely
on resources but suggests that mutually beneficial savings can
easily be achieved in a low-cost environment. Improvements
only sometimes lead to reinvestment in environmental
improvements or changes to organizational priorities.
Companies sometimes make bigger, longer-term changes.
Investing to achieve the higher benefits offered as wins
requires a more radical transformation of business processes.
Increasing environmental efficiency for sustainability is
reflected in the principles of natural capitalism. Continuity and
competitiveness about broader (or multiple rounds) learning
are needed to bring about cultural change. Many believe that
making a real difference toward more sustainable patterns is
critical.

Building distinctive abilities and core competencies can be
done through experience accumulation, clear articulation of
knowledge, and a knowledge management process that starts
from creating, acquiring, storing, and sharing that knowledge.
Distinctive abilities that are difficult to imitate can be seen in
how companies, business actors, and their employees can
acquire, create, store, share, and disseminate. It is special
knowledge to achieve sustainable competitive advantage when
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these capabilities are difficult to imitate [32, 33]. Knowledge
can be the basis for sustainable competitive advantage if it is
quickly disseminated within the company it owns but not
easily spread to other companies. The purpose of this
statement is that knowledge that spreads slowly within the
company remains the property of several people who are not
from the company and has limited the company's ability to
create value. Therefore, knowledge as a strategic resource is
essential to be managed optimally. Knowledge management
helps increase company profits with communication that will
increase mastery of knowledge through knowledge transfer.
Transferring knowledge or knowledge sharing can support
companies in carrying out their business processes, being
ready to face problems, sharing experiences regarding all
work-related matters, and developing company employees'
knowledge and skills. The knowledge-sharing process helps
identify, select, organize, disseminate, and transfer
information and experiences that are part of the company [20].

Knowledge is considered a vital capital and asset for
companies to manage because knowledge can improve
business performance and create competitive advantage [34].
Knowledge is a sustainable source for companies to achieve
competitive advantage. The main difference between
information and knowledge is that knowledge lies in
information, whereas knowledge is information that people
use [35].

Sharing knowledge is essential to knowledge-based
companies' competitiveness and competitive advantage [36].
It is a severe concern about company efforts to increase
knowledge dissemination within Meso-level companies.
Human resources have limitations in sharing knowledge even
though they use the system. Knowledge sharing at the micro
level is not only with other members of the company’s
employees but also with external parties such as customers.
Many previous studies have assumed that employees are free
to share knowledge to support the interests of an organization
[37]. It relates from a shared perspective on knowledge
implicitly embodied in Knowledge Base View (KBV), the
assets available to firms, and their sustainable competitive
advantages [32, 33]. Human resources play a significant role
in enabling companies to produce and consume company
assets. A company's contribution to knowledge-based
resources is invaluable, rare, and only partially replicable.

Knowledge sharing is the accumulation of knowledge
between different knowledge units within a company [38]. The
critical factors for increasing knowledge-sharing activities are
intrinsic and extrinsic incentives, social and organizational
norms, organizational values, and leadership support [7, 39].
The use of knowledge is the application of shared knowledge
through assimilation, part of organizational behavior and
problem-solving processes is newly created knowledge [7].
Berry [40] concluded in his research that knowledge formation,
knowledge transfer, use of knowledge, and knowledge
productivity of employees are related to innovative behavior.
Shujahat et al. [41] also concluded from their research results
that the knowledge productivity of employees mediates the
relationship between knowledge creation and innovation. The
results also show that knowledge sharing has a significant
impact on innovation. Kuncoro and Suriani [28] thought that
innovation by companies only sometimes leads companies to
achieve sustainable competitive advantage. It is because
companies that have a sustainable competitive advantage if

2576

their potential competitors cannot imitate the product
innovations produced, or competitors must carry out
reconstructions that require a lot of capital and investment so
that they cannot be implemented.

6. CONCLUSION

This study concludes that knowledge management and
innovation increase sustainable competitive advantage with
indigenous product creativity as a mediating variable in the
woven handicraft industry from waste palm oil stalks in Riau,
Indonesia.  Furthermore, knowledge management and
innovation are fundamental to achieving sustainable
competitive advantage based on indigenous product creativity.
This study is an important research finding because previous
research has failed to explain how company resources can
provide added value differently than competitors. So this
research contributes to the management literature on
sustainable competitive advantage strategies, especially the
resource-based view. The practical implication of this research
is that business actors in the palm oil stem waste craft industry
must pay more attention to their knowledge resources and the
development of product innovation in indigenous product
creativity. It is easy to achieve a sustainable competitive
advantage to stand out.

It is necessary to improve their knowledge management and
innovation capabilities by optimizing the availability of local
resources based on indigenous product creativity. They can
participate in more training and seminars and join a
community of artisans with the same background to increase
their knowledge and skills in product innovation. Apart from
that, it is also essential for them to record better documentation
of every business activity in the palm oil stick waste craft
industry so that it can become information and knowledge
documentation for others. Product heterogeneity is getting
stronger with the characteristic value of authenticity based on
the creativity of indigenous products seen from the motifs,
symbols, and meanings produced. This new knowledge will
result in more innovative product innovations that are unique,
rare, not easily imitated, and not easily replaced to have an
impact on sustainable competitiveness.

This study, still has limitations because it only uses two
independent variables, namely knowledge management, and
innovation, because many other independent variables can
explain their influence on sustainable competitive advantage.
In addition, this research was only conducted at one research
location with a limited population so that in the future, it could
be added to different research locations with the exact case to
increase the population. Different characteristics may be found
so that future research will be more likely to produce findings
that can better explain the effect on sustainable competitive
advantage.
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