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ABSTRACT

Some problems that are often faced by small and medium industry players are the low ability of SMEs to
explore opportunities, and the low ability of SMEs to innovate in business. Therefore, the purpose of this
study is to examine the influence of organizational agility and open innovation on competitive advantage
in culinary SMEs in Medan. This study used quantitative methods. The subjects in this study were
employees and owners of the culinary industry in Medan City as many as 218 respondents. The sampling
technique is carried out by accidental sampling method. The data was processed by structural methods of
modeling equations, and using the IBM Amos Program. The results showed that there was a positive and
significant influence between organizational agility and corporate open innovation. The findings also
prove that organizational agility and open innovation can predict the competitive advantage of the
culinary industry in Medan City positively and significantly. The results also found that open innovation
mediates the influence of organizational agility on the competitive advantage of the culinary industry in
Medan. In other words, open innovation is proven to significantly mediate those that form or create strong
links between organizational agility and competitive advantage. We provide suggestions to improve
organizational agility, and unlock innovations in the culinary industry in Medan City to improve business
competitiveness.

1. INTRODUCTION

Small and Medium Enterprises have a very important role in supporting the Indonesian economy.
According to the Ministry of Cooperatives and SMEs in 2018 99.99% of the economy of Indonesia was
dominated by micro, small, and medium enterprises (MSMEs). In 2018, the MSMEs contributed to
Indonesia's GDP by 60.34% and employment by 97% (Pertiwi & Kartika, 2021). The culinary sector has
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become of industry that growing in Indonesia, and becomes the most important tourism industry sector in
the Indonesian economy (Agustina et al., 2017). Food and service is the main product of the restaurant
industry (Bangara, 2018). Culinary is one of the creative industries that is quite developed in Indonesia,
and one of the attractions for tourism (Muizu, 2016). The growth of MSMEs continues to grow and is
increasingly competitive (Pertiwi & Kartika, 2021). Moreover, the emergence of the COVID-19 pandemic,
has had an impact on the decline in the performance of the tourism sector, including the culinary industry
(Pertiwi & Kartika, 2021). The emergence of Covid-19 has made an impact on the culinary industry.
Before the onset of covid-19, the growth of the food and beverage industry was always above 7%, but with
the presence of covid-19, in 2020 the growth of the food and beverage industry only grew 2%, and in 2021
it only grew 2.54%. Therefore, there is a need for a strategy that must be carried out by business people,
in this case business actors in the culinary industry to increase business competitiveness.

Some of the problems that are often faced by small and medium industry players are the low
ability of SMEs to explore opportunities, and the low ability of SMEs to innovate in business (Muchtar et
al, 2017). Several strategies that can be done by SMEs, in this context of the culinary industry, are to
increase organizational agility and open innovation. Several previous research findings show that
Improving organizational agility and conducting open innovation were factors that can increase business
competitiveness (Bianchi et al., 2016; Bigliardi et al., 2020; Clauss et al., 2021; El-Nsour, 2021; Martinez,
2014; Ottemoesoe et al., 2021). Competitive advantage can be interpreted as a condition when a business
becomes superior to winning the competition compared to competitors. A company to be able to compete
in a competitive market must prepare itself early both for the vision of changes in the shape, condition of
the company, and the arena of present and future competition to improve the firm’s performance. One of
the most important factors in improving the competitiveness and performance of the company is to
innovate the company. Based on this explanation, it can be concluded that competitive advantage is a
condition in which a company has an advantage or more superior compared to competitors. One of the
concepts in strategic management to achieve business goals is organizational agility. An agility strategy
can improve the company's ability to remain business competitive. Organizational agility relates to the
company's ability to facilitate the search and retrieval of relevant knowledge; it can enable businesses to
apply this knowledge to develop new products or react to the emergence of new competitors. Increasingly
digital developments make companies more agile, to successfully respond quickly when changes or new
opportunities arise.

The implementation of open innovation in a firm is mainly can be achieved through three
different modalities: first, doing acquisition of external technology in open processes of exploration
(inbound innovation); second, the outward transfer of technology in open exploitation processes
(outbound innovation); and the third, coupled innovation. The Open Innovation (OI) paradigm suggests a
strategy for a firm to enlarge the sources of their innovation (eg, ideas, knowledge, opportunities) and to
improve the firm’s ability to exploit the source of innovation. Inbound open innovation means the outside-
in firm's process to access resources of innovation, technology, knowledge, and firm's innovation ideas
from beyond their boundaries to complement the internal resources. In terms of inbound innovation, it
will be very important for firms to refine the firm’s ability to manage relations with the other companies
from which the firms acquire technology and to define a strategic plan to combine the organization’s
internal knowledge with those acquired in order to avoid firm’s inefficiencies. A Firm’s Innovativeness can
make a difference in an organization's chance of success, firm effectiveness, and make more survival, as in
the ability of the firm to quickly and rightly respond to events and changes in the current fast-changing
and very highly competitive business environment.

The firm’s organizational agility is the company's ability to make innovative, immediate and
unexpected changes (Puriwat & Tripopsakul, 2021). Strategic agility carried out by the company is very
important to increase business innovation, and also to increase business competitive advantage (Clauss et
al, 2021; Goncalves, 2022). The organization is the key to increasing the company's competitive
advantage (El-Nsour, 2021). The results of previous research showed that organizational agility has an
impact on the company's ability to innovate (Puriwat & Tripopsakul, 2021). The current business
challenges are quite internal and external (Bigliardi et al.,, 2020). The change in consumers' tastes, rapid
technology, and globalization have given contributed to business turbulence, unpredictability, hostility,
and complexity (Puriwat & Hoonsopon, 2021). The firm must be more innovative and adaptive because of
the increasing of competitive business more high (Z. M. E. Siregar, Suryana, E. A., Ahman, et al,, 2019). In
achieving the high-performance of the business and to get competitive advantage, it is inseparable from
the role of the implementation of innovation by the firm (Nasution et al., 2021; F. M. Siregar et al., 2021;
Z. M. E. Siregar, Suryana, E. A, & Senen, 2019). The implementation of open innovation in an organization
is an important key role to achieve the competitive advantage of business. The implementation of open
innovation in a firm also very important for the success of the firm, making the generating new business
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lines by the firm related to ingredients or independent services (Mengual-Recuerda et al,, 2021). The
paradigm of open innovation can enrich the traditional innovation funnel by removing the traditional
barrier by the firm: the organizational boundaries. Ideas, technologies and solutions from external
environments may be incorporated within the funnel, and the developed innovations by the firm may be
exploited even outside the company (Pellizzoni et al.,, 2019). The results of previous research found that
open innovation was a very important factor to improve business performance and competitive advantage
(Bigliardi et al., 2020). The same finding said that the increasing the competitiveness of the culinary sector
will bring an impact on increasing business performance (Inrawan et al., 2021). This study will also
examine the mediating role of open innovation that forms the influence of organizational agility on
business competitive advantage in the culinary industry in Medan City. The results of research conducted
by found that open innovation mediates the effect of organizational agility on performance (Puriwat &
Tripopsakul, 2021).

This study seeks to investigate the correlation between organizational agility and open
innovation in building competitive advantage in culinary SMEs in Medan. Gaps from previous empirical
research offer an opportunity to expand the literature on competitive advantage in culinary SMEs. The
limitations of previous research provide an opportunity for this research to identify organizational agility
and open innovation that can contribute to competitive advantage in SMEs. The study of the competitive
advantages of SMEs is very important, especially in supporting the Indonesian economy. In response to
this, the purpose of this study is to analyze the influence of organizational agility and open innovation on
competitive advantage in culinary SMEs in Medan.

2. METHODS

The quantitative method is the approach used in this study. The study was conducted on
employees of the culinary sector SMEs in the city of Medan. The method of data collection is done by
questionnaire. The sampling technique was carried out by the accidental sampling method. This means
that anyone who works as an employee in the culinary industry in Medan City can fill out the
questionnaire that has been distributed. There were 278 questionnaires distributed, but 218
questionnaires were returned. Thus, the sample in this study amounted to 218 respondents. After the
data was collected, the data was processed using the structural equation modeling method with the help
of the Amos software version 23 which has been presented in Figure 1.
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Goodness of fit
Chi-square = 228.544;
df = 101;

;CMIN/DF = 2.263
RMSEA = .076;

RMR = .038;

GFI = .868

AGFI = 823,

CFl = .932;

TLI =919

Figure 1. Structural Model

The variables in this study consisted of organizational agility, open innovation, and competitive
advantage. Measurement of research variables is shown in Table 1.

Table 1. Construct and Measurements

Variable Indicators
Competitive advantage  All market opportunities exploitation
(Sigalas et al., 2013) The company fully exploits market opportunities

The company neutralizes all threats of competitors
Complete neutralization of all competitive threats
Organizational Agility Giving responds to general changes in the demands of customer
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Variable Indicators
(Cepeda & Arias-Pérez, Personalize company products and services to respond to specific customer
2019) needs.
Giving reaction when the competitor produces a new product or service
Make product price adjustments in response to changes in competitive
prices.
Expanding strategy to domestic or international markets
Expanding or reducing the product and service variety offers
SMEs’ Adopting new technology to improve the products and services
Open Innovation Companies often acquire new knowledge/technology from outside to use
(Aleksi¢ et al., 2021) Companies often seek outside ideas to add/create value
Customers are involved in product/service development
We tend to open spaces for collaboration with outsiders
Participate in business activities similar to other businesses

3. RESULTS AND DISCUSSIONS

Results

Measurement of research variables was carried out by confirmatory factor analysis testing. The
purpose of confirmatory factor analysis is to find out whether the indicators that measure the variable are
really suitable to measure the research variables. If the loading factor value is greater than 0.70 then the
indicator used is valid (Leguina, 2015). The confirmatory factor analysis testing result is shown in the
following Table 2.

Table 2. Confirmatory Factor Analysis

Estimate Decision
0AG7 <--- Organizational_Agility 0.718 Valid
0AG6 <--- Organizational_Agility 0.727 Valid

CFA OAG5 <--- Organizational_Agiliey 0.713 Valid
Organizational 0AG4 <--- Organizational_Agility 0.715 Valid
Agility 0AG3 <--- Organizational_Agility 0.746 Valid
0AG2 <--- Organizational_Agility 0.757 Valid

0AGI <--- Organizational_Agility 0.747 Valid

11 <--- Open_Innovation 0.742 Valid

CFA open 12 <--- Open_Innovation 0.740 Valid
Innovation 13 <--- Open_lnnovation 0.761 Valid
14 <--- Open_lnnovation 0.804 Valid

15 <--- Open_Innovation 0.722 Valid

CFA CAI <--- Competitive_Advantage 0.824 Valid
Competitive CA2 <--- Com petitive_Advantage 0.821 Valid
Advantage CA3 <--- Competitive_Advantag 0.774 Valid
CA4 <--- Competitive_Advantage 0.702 Valid

The results of the confirmatory factor analysis test are shown in Table 2. The finding informs that
all indicators were valid. It is shown from the value of the loading factor indicator on the variable > 0.70.
Thus, the indicator is declared valid to measure the variables to be measured. Next, the composite
reliability value will be calculated, and the recommended value is > 0.70, Average Variance Extracted
(AVE) > 0.50 which has been presented in Table 3 (Leguina, 2015).

Table 3. The Measurements Model

. . Factor Measurement Composite Ava_lrage
Variables Indicators . A Variance
Loadings Error Reliability
Extracted
Organizational Agility 0AG1 0.705 0.503 0.899 0.534
0AG2 0.729 0.469
OAG3 0.708 0.499
OAG4 0.738 0.455
OAG5 0.752 0.434
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. . Factor Measurement Composite Ava_lrage
Variables Indicators Loadings Error Reliability Variance
Extracted
OAG6 0.748 0.440
OAG7 0.735 0.460
Open Innovation 0.868 0.569
OI1 0.747 0.442
012 0.753 0.433
0I3 0.755 0.430
0I4 0.795 0.368
0I5 0.72 0.482
Competititive CA1 0.804 0.354 0.863 0.612
Advantage CA2 0.821 0.326
CA3 0.773 0.402
CA4 0.728 0.470

The Goodness of Fit Test of the Model

Test the fit of the model by looking at the value of Adjusted GFI (AGFI) > 0.90, the value of GFI
must have > 0.90, the value of CFI must have > 0.90, TLI value must have > 0.90, RMSEA < 0.08, and RMR
value must have <0.05(Hair et al, 2017). The results of the model suitability test can be seen in Table 4.

Table 4. Model fit test results

The Goodness of Fit Index Result Decision
Adjusted Goodness of Fit (AFGI) 0.823 Margin fit
The goodness of Fit Index (GFI) 0.868 Marginal fit
Comparative_Fit_Index (CFI) 0.932 Good fit
Tucker Lewis_Index (TLI) 0.919 Good fit
Root Mean Square Error of Approximation (RMSEA) 0.076 Good fit
Root Mean Square Residual (RMSR) 0.038 Good fit

Table 4 shows that the research model is included in the good fit criteria. Therefore, it can be
continued to the next stage.

Hypotheses Testing

The hypotheses proposed in the study include the influence of organizational agility on open
innovation, there is an influence between organizational agility and open innovation on business
competitiveness in the food and beverage industry in Medan City. Hypothesis testing is done by looking at
the critical value ratio> 1.96 and probability level < 0.05. The results of hypothesis testing can be seen in
the following Table 5.

Table 5. Hypotheses Testing Result

. . Stands.
Relationship Estimate SE CR P
Open_Innovation <--- Organizational_Agility 0.759 0.103 8.650 000
Competitive_Advantage <--- Organizational _Agility 0.239 0.148 2,.088 0.037
Competitive_Advantage <--- Open_Innovation 0.454 0.131 3.824 000
The Mediation Hypothesis Testing
T-value: 3.136 Decisi
Organizational Agility through Open Innovation vaue ectsion
o P-value: L
on Competitive Advantage 0.001 Significant

The first hypothesis is that organizational agility positively and significantly influences open
innovation in the culinary SMEs in Medan. The results showed that the Critical Ratio value was 8.650 >
1.96 and the probability significance value was 0.000 (0.000 < 0.05). Hence, the finding informed that
there was a strong relationship between organizational agility on open innovation. Means, the increasing
of the value of organizational agility, it will be followed by an increasing of open innovation. The second
hypothesis found that organizational agility influenced SMEs’ competitive advantage significantly in
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culinary sector in Medan. The results showed that the Critical Ratio value was 2.088 > 1.96 and the
probability significance value was 0.037 (0.037 < 0.05). Thus, it can be informed organizational agility of
the SMEs can enhance the competitive advantage of culinary SMEs in Medan positively and significantly.
The increasing in the value of organizational agility will be followed by an increase in business
competitive advantage.

The finding of the third hypothesis found that open innovation effect the SMEs’ competitive
advantage in culinary SMEs in Medan positively and significantly. The results showed that the Critical
Ratio value was 3.824 > 1.96 and the probability significance value was 0.000 (0.000 < 0.05). Hence, the
finding informed that the implementation of open innovation in the firm, it will improve the competitive
advantage of culinary SMEs in Medan. Means, the increasing in the value of organizational agility will be
followed by an increasing in business competitive advantage. The results of the fourth hypothesis show
that open innovation implementation can mediates the relationship between organizational agility and
the competitive advantage of culinary SMEs in Medan. We can see from the t value of 3.136 and the
significance value of 0.001 (0.001 < 0.05). Thus, it can be concluded that the role of open innovation as a
mediation variable in this research model that forms the strong relationship between SMEs’
organizational agility and competitive advantage.

Discussion

This present study examines the affect of organizational agility and open innovation on
competitive advantage in the culinary industry in Medan City. The culinary industry in Indonesia as sub-
industries of the food and beverage industry. The business competition is getting tougher, making the
firms have to develop strategies that can maintain competitive advantage. The strategy can be done by the
SMEs by increasing organizational agility and open innovation implementation. The culinary industry is
growing rapidly and can enhance the economic growth in Indonesia. The business in this sector must be
able to maintain their business competitiveness so that they continue to grow and develop business
competition continues to grow, so companies need to think about ways to continue to survive, one of
which is by implementing various forms of company innovation (Clauss et al, 2021). First, the
examination of the effect of organizational agility and open innovation on competitive advantage in the
culinary industry in Medan. The results of this study inform that organizational agility effect the open
innovation of the culinary industry. It shows that increasing organizational agility will also increase the
company's capacity to do innovation. Conversely, the lower the organizational agility, the lower the
company's capacity to do innovation, in this case, open innovation in the culinary sector. The research
results are relevant to the previous research found that there is an effect between organizational agility on
open innovation (Puriwat & Tripopsakul, 2021). Open Innovation for companies has become a widely
recognized and applied concept. Implementing open innovation can accelerate and improve
organizational innovation processes and the commercialization of their innovations (Puriwat &
Tripopsakul, 2021).

The next hypothesis is that organizational agility variable has a positive and significant effect on
the competitive advantage of the culinary industry in the city of Medan. The results of hypothesis testing
inform that culinary industry’s organization agility can increase the competitive advantage of the culinary
industry in the city of Medan. This means that if organizational agility increases, the competitive
advantage of the business will also increase. The findings are in accordance with the findings of previous
research shows the effect of organizational agility on competitive advantage (El-Nsour, 2021). In line with
the results of similar research that organizational agility can have an influence on the competitiveness of
the company (Harsch & Festing, 2020).

Furthermore, proving the hypothesis between open innovation and business competitive
advantage shows a positive influence. This means that the higher the application of open innovation, the
more competitive advantage of the food and beverage industry will be. Innovation is one of the keys to
achieving company success (Mengual-Recuerda et al, 2021). Also added other research product
innovation is one of the factors that support business competitiveness (Chen et al., 2015). This shows that
innovation has a very important role for business success. An increasingly dynamic environment, and
increasingly competitive advantage, especially in the culinary industry, makes companies more innovate,
including open innovation. According to one of the reasons companies to open innovation is to increase
the market and reduce internal costs (Moellers et al., 2020). In addition, open innovation allows
companies to gain skills and technology from corporate partners (Saebi & Foss, 2015). Then, based on the
examination of the direct and indirect influence, it was known that the organizational agility’s direct effect
has a lower effect than the indirect effect of organizational agility through open innovation on business
competitive advantage. Thus, it can be explained that open innovation has a role as a mediation that forms
the influence of organizational agility on competitive advantage. The findings are in line with the results of
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research conducted by found that open innovation mediates the effect of organizational agility on
innovation performance (Cepeda & Arias-Pérez, 2019). This shows that open innovation has a very
important role. To increase competitive advantage, it is necessary to increase the open innovation
strategy.

4. CONCLUSION

This study intends to examine the effect of organizational agility and open innovation on the
competitiveness of small and medium enterprises in the culinary sector in Medan City. The results of the
study prove that organizational agility and open innovation play an important role in increasing the
competitiveness of SMEs businesses in the culinary industry sector in Medan City. Organizational agility
and open innovation have proven to have a positive and significant impact on the competitiveness of the
MSME business in the culinary industry sector. In addition, this study also found that open innovation is
influenced by organizational agility. The mediating role of open innovation which forms the influence of
organizational agility on the business competitiveness of SMEs in the culinary industry sector has a
positive and significant role. To improve and maintain a competitive advantage in the culinary industry in
Medan City, we suggest improving open innovation. The business progress and competitiveness are
increasing. Therefore, the business owner should be strengthening internal resources, and also be more
open to cooperating with other business actors. Increasing open innovation can be done by increasing
organizational agility in the culinary industry in Medan City. Suggestions for future research, further
researchers can conduct research by adding variables and expanding the object of research.
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