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INTRODUCTION

In this era of increasingly rapid globalization, changes in the business world
are taking place very quickly. The need to adapt to the latest trends is the main
key to the success of an organization, especially for Micro, Small, and Medium
Enterprises (MSMEs). MSMEs act as the backbone of the economy in many
countries, including Indonesia. The development of MSMEs not only contributes
greatly to Gross Domestic Product (GDP), but also creates jobs and promotes
innovation at the local level (Bayraktar & Algan, 2019). However, amidst
increasingly fierce competition, many MSMEs face serious challenges in terms of
competitive advantage and marketing performance (Bin Khunin & Al-Nsour,
2024). In order to survive and thrive, MSMEs must be able to integrate various
elements of business strategy more effectively and efficiently. One approach that
can be applied is to implement digital marketing. This approach allows MSMEs
to utilize digital technology to reach a wider consumer base.

Digital marketing is very important for MSMEs in increasing competitive
advantage because this strategy provides an effective and efficient method to
reach and interact with the right consumers, and increase brand visibility (Ago
et al.,, 2023; Danurdara et al., 2024). By implementing this strategy, MSMEs can
compete better in the global market. The impacts include increased brand
awareness, higher customer loyalty, and having the ability to adapt to market
changes quickly, which overall can increase competitive advantage.

MSME actors in the current digital era must be able to implement digital
marketing in marketing their products or services because it greatly contributes
to competitive advantage (Nadanyiova et al.,, 2021), in contrast to the latest
tindings from (Graciafernandy et al., 2024) which prove that digital marketing
does not contribute to competitive advantage. The difference in research results
between those that support the contribution of digital marketing to competitive
advantage and those that reject this contribution, shows a gap in understanding
and empirical evidence regarding the effectiveness of digital marketing in the
context of MSMEs. Due to these limitations, the researchers in this study will
analyze how other factors such as product innovation and customer relationship
management (CRM) can also contribute to competitive advantage. The focus will
be on how product innovation and CRM can strengthen the impact of digital
marketing on competitive advantage and the specific conditions under which
these three factors have a significant impact. In addition, this study will also
examine the influence of competitive advantage on marketing performance,
because a deep understanding of this relationship can help MSMEs identify
effective strategies to improve marketing performance.

One of the MSME sectors that is growing with the largest use of digital
applications in Indonesia is the culinary sector. More about the use of digital
applications in this sector can be seen in the following graph:.
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Figure 1. MSME Sector that Makes the Most Use of Digital Applications

Figure 1 means that the culinary sector uses 69% of digital applications to
reach consumers. However, in this high percentage, culinary MSME respondents
who have implemented business digitalization are still low, which is only 26%.
In addition, the use of market analysis tools in this sector is still relatively low,
only 23% (https://databoks.katadata.co.id).

The increase in the number of MSMEs in Maluku Province has also
experienced growth, with a total of 55,675 MSME actors in 2018, increasing to
149,000 in 2022, driven by the culinary sector (Tabelessy & Turukay, 2024).
Likewise, what happened in Ambon City, with 14,000 MSME actors before the
COVID Pandemic and in 2022 to 60,000 MSME actors who are still dominated by
the culinary sector (Antara Maluku, October 29, 2022). The increase in the
number of culinary MSME:s is not directly proportional to the mastery of digital
applications.

Based on the research findings and the MSME business phenomena that
have been described, the problem faced in this study is the contradiction of
perspectives and research results related to the integration of strategies to
improve competitive advantage and marketing performance. Therefore, this
study aims to explore strategies that effectively integrate digital marketing,
product innovation, and CRM as the development of a relevant theoretical model
and provide deeper insight into optimizing these strategies to improve
competitive advantage and marketing performance of culinary MSMEs in
Ambon City.

LITERATURE REVIEW

Digital marketing has emerged as a very powerful approach in modern
marketing strategies (Yunarti et al., 2024). Digital marketing refers to the process
of promoting products or services by utilizing digital technology, especially
through the internet. It also includes the use of mobile phones, graphic
advertising, and various other forms of digital media (Desai, 2019). By utilizing
digital platforms such as social media, e-commerce and search engines, MSMEs
can reach potential customers worldwide at a relatively low cost compared to
conventional marketing. Digital marketing not only expands market reach but
also allows for more direct and personal interactions with customers (Dasic¢ et al.,
2023). With digital marketing, it will have an impact on competitive advantage
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because it is important for the sustainability of MSME businesses (Ralahallo et
al., 2024). This is proven by the results of research from (Asikin et al., 2024) which
states that digital marketing has an impact on competitive advantage. Based on
the various descriptions that have been put forward, the first hypothesis in this
study is:

H1. Digital Marketing has a Significant Influence on Competitive Advantage.

Product innovation is one of the main pillars in a business strategy that aims
to create added value for customers and increase competitiveness (Jusuf, 2022;
Reguia, 2014). This innovation not only includes the development of new
products, but also the improvement of existing products to meet the needs and
desires of consumers and continues to change (Fauziah et al., 2022). In the context
of MSMEs, product innovation often faces various obstacles, such as limited
resources and limited knowledge of the latest market trends (Hakim, 2024).
Although MSMEs have the potential to create unique and different products,
MSME:s also often have difficulty in translating innovative ideas into successful
products in the market. To realize all of this, a strong entrepreneurial spirit is
needed, namely having creative ideas (Tabelessy et al., 2022). Product innovation
must be carried out by MSMEs because it will have an impact on competitive
advantage. This statement is proven by the results of research conducted by
(Pramuki & Kusumawati, 2021) and (Kuncoro & Suriani, 2018) which confirm
that product innovation has an influence on competitive advantage. Based on the
various descriptions that have been put forward, the second hypothesis in this
study is:

H2: Product Innovation has a Significant Influence on Competitive Advantage.

On the other hand, CRM is a concept that emphasizes the importance of
building and maintaining good relationships with customers to increase
customer satisfaction and loyalty (Athirah Imran et al., 2022; Nurfaizah &
Marsasi, 2024). CRM not only involves the use of technology to manage customer
data but also strategies to improve customer experience and build long-term
relationships (Gil-Gomez et al.,, 2020). Effective CRM can provide valuable
insights into customer preferences and help in creating offerings that better suit
their needs (Anshari et al., 2019). Thus, CRM also has an impact on competitive
advantage (Musonnafa et al., 2022; Sopyan et al., 2018). However, many MSMEs
still do not understand how CRM can be implemented effectively in the business
they manage. Based on the theory and previous research described above, the
third hypothesis in this study is:

H3: CRM has a Significant Influence on Competitive Advantage.

The integration of digital marketing, product innovation, and CRM is a
holistic approach to increasing competitive advantage which ultimately
contributes to the marketing performance of MSMEs (Handoyo, 2015;
Sukaatmadjaa et al., 2021). These three elements are interrelated and mutually
reinforce each other. A good digital marketing strategy can support the success
of product innovation to be better known to consumers, and effective CRM can
help in understanding customer needs and developing better products.
However, the main challenge is how to integrate these three elements
synergistically to increase competitive advantage which has an impact on
marketing performance. The results of the study (Yasa et al., 2020)), confirm that
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competitive advantage has an influence on marketing performance. Based on the
theory and previous research described above, the fourth hypothesis in this study
is:
H4: Competitive Advantage has a Significant Influence on Marketing
Performance.

Referring to the various explanations that have been given previously, the
research framework in this study can be described as follows:

Digital
Marketing

Product
Innovation

Competitive
advantage

Marketing
Performance

Figure 2. Research Framework

METHODOLOGY

This study uses a data analysis technique, namely Partial Least Square
Structural Equation Modeling (PLS-SEM), so that in determining the number of
samples using the inverse square root technique (Ezeugwa et al., 2022; Tabelessy
& Pattiruhu, 2024). Based on this technique, a sample of 155 culinary sector
MSME actors in Ambon City was obtained. The questionnaire survey was
conducted using a purposive sampling technique, namely determining the
sample based on certain criteria determined by the researcher (Tubalawony; et
al., 2023), with a time between June and August 2024.

The questionnaire distributed to respondents consisted of 5 parts, namely
digital marketing, product innovation, CRM, competitive advantage, and
marketing performance. The digital marketing (DM) construct is based on
indicators quoted from (Purwanti et al., 2022). The product innovation (PI)
construct is based on indicators quoted from (Gutiérrez-Broncano et al., 2024).
CRM construct is based on indicators cited from (Hat et al., 2024). Competitive
advantage (CA) construct is based on indicators cited from (Kuncoro & Suriani,
2018). Marketing performance (MP) construct is based on indicators cited from
(Tabelessy; et al., 2024). Measurement of these constructs is based on a Likert
scale of 1-5.

The data analysis technique used in this study is the PLS-SEM method
which requires several requirements, including a complex relationship
(Afthanorhan et al., 2020; Tabelessy, 2024). Based on the research framework,
these requirements have been met so that this method can be used. To assist data
processing, the ADANCO application is used, which is one of the applications
for processing PLS-based data (Henseler, 2017).
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RESULT AND DISCUSSION
Measurement Model

Table 1. Reliability Test Results

Construct | Dijkstra-Henseler's rho (pa) | Joreskog's rho (p.) | Cronbach's alpha(a)
DM 0,8486 0,8471 0,8468
PI 0,8337 0,8162 0,8170
CRM 0,9156 0,8933 0,9015
CA 0,7207 0,7106 0,7205
MP 0,8695 0,8433 0,8385

Source: Data Processing Results, 2024

According to (Benitez et al., 2020), the values of Dijkstra's Henseler rho (pA),
Joreskog's rho (pc), and Cronbach's alpha (a) should exceed 0.7. Based on the
results listed in table 1, it can be concluded that all constructs show a good level
of reliability.

Table 2. Convergent Validity Test Results

Construct Average variance extracted (AVE)
DM 0,5812
PI 0,6006
CRM 0,6330
CA 0,5528
MP 0,6472

Source: Data Processing Results, 2024

According to (Benitez et al., 2020), the Average Variance Extracted (AVE)
value should be more than 0.5. Based on the test results listed in table 2, it can be
concluded that all constructs show good convergent validity.

Table 3. Discriminant Validity Test Results

Construct DM PI CRM CA MP
DM

PI 0,3512

CRM 0,2036 0,3659

CA 0,5138 0,4631 0,4037

MP 0,6465 0,3977 0,4367 0,6303

Source: Data Processing Results, 2024
According to (Benitez et al., 2020), the Heterotrait-Monotrait (HTMT) value

should be less than 0.85 or 0.90. Based on the results presented in table 3, it can
be concluded that all constructs show good discriminant validity.
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Source: Data Processing Results, 2024
Figure 3. Structural Model

Table 5. R-Square Test Results

Construct R-Square
Competitive Advantage 0,428
Marketing Performance 0,397

According to (Henseler et al., 2016), the R-Square (R2) value in modeling is
categorized as strong (0.75), moderate (0.50), and weak (0.25). Table 5 shows that
all R2 values in this study are included in the moderate criteria.

Table 6. Hypothesis Testing Results

Original Standard bootstrap results
Effect coefficient Mean | Standar t-value p-value | p-value
Value Eror (2sided) | (1 sided)
DM -> CA 0,3609 0,3668 | 0,1044 3,4582 0,0006 0,0003
PI-> CA 0,2679 0,2732 | 0,0988 2,7108 0,0068 0,0034
CRM -> CA 0,2623 0,2598 | 0,1098 2,3889 0,0171 0,0085
CA -> MP 0,6301 0,6341 | 0,0881 7,1505 0,0000 0,0000

Source: Data Processing Results, 2024

According to (Benitez et al., 2020), to accept a hypothesis, the p-value must
be less than the set significance level (0.05), which means that the path coefficient
shows a significant relationship between constructs. Table 6 shows the test results
for the proposed hypothesis at a significance level of 5%, so it can be interpreted
as follows:

H1: Digital Marketing has a Significant Influence on Competitive Advantage

The results of the hypothesis test show that digital marketing has a
coefficient of 0.3609, a t-value of 3.4582 which is greater than 1.96, and a p-value
of 0.0003 which is less than 0.05 so that the first hypothesis is accepted, namely
digital marketing has a significant influence on competitive advantage.

In digital marketing, culinary MSME actors must understand that customer
information, customer needs, customer relationships, and communication with
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customers can directly affect competitive advantage. By collecting and analyzing
customer information, culinary MSMESs can create and even develop products
and services that are truly unique and meet specific customer needs. Well-
established relationships enable culinary MSMEs to build customer loyalty,
create products and services that are difficult to imitate, and strengthen the
position of culinary MSMEs in the competitive market. Effective communication
with customers can support competitive pricing strategies while providing
transparent and adequate information, and ensuring that culinary MSME
products remain the main choice that is rarely found in the market. Thus, a digital
marketing strategy that focuses on these factors can increase competitive
advantage by creating and even developing products and services that are not
only difficult to imitate but also offer more value to customers. This finding is in
line with the studies conducted (Asikin et al., 2024; Nadanyiova et al., 2021).

H2: Product Innovation has a Significant Influence on Competitive Advantage

The results of the hypothesis test show that product innovation has a
coefficient of 0.2679, a t-value of 2.7108 which is greater than 1.96, and a p-value
of 0.0034 which is smaller than 0.05 so that the second hypothesis is accepted,
namely that product innovation has a significant influence on competitive
advantage.

Product innovation that includes improvements, enhancements and new
product launches can significantly strengthen the competitive advantage of
culinary MSMEs. Continuous product improvements and enhancements enable
culinary MSMEs to offer better and more efficient products, which can ultimately
increase the uniqueness of the product itself in the market. By launching new,
more innovative products, MSMEs can provide different offers from competitors,
while providing added value to customers. This not only makes the product
more attractive, but also strengthens the competitive price position by offering
various benefits that are not easily replaced by competitors. Overall, an effective
innovation strategy can create sustainable competitive advantage while keeping
the product relevant, unique, and difficult to imitate in a competitive market.
This finding is in line with studies conducted by (Kuncoro & Suriani, 2018;
Pramuki & Kusumawati, 2021).

H3: CRM has a Significant Influence on Competitive Advantage

The results of the hypothesis test show that CRM has a coefficient of 0.2623,
a t-value of 2.3889 which is greater than 1.96, and a p-value of 0.0085 which is
smaller than 0.05 so that the third hypothesis is accepted, namely CRM has a
significant influence on competitive advantage.

CRM strategy plays an important role in creating competitive advantage by
utilizing customer personal information to offer products and services that will
increase the uniqueness of the product in the market. With various functions
designed to improve the customer experience, CRM strategy helps in creating
offers that are difficult for competitors to imitate. The process-based approach in
CRM ensures that interactions with customers can be managed consistently,
creating products and services that are rarely found. Good technology
orientation in CRM allows culinary MSMEs to stay at the forefront of innovation,
while CRM reliability ensures that culinary MSMEs can offer competitive prices
without sacrificing product or service quality, keeping products relevant and
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difficult to replace for customers. This finding is in line with studies conducted
by (Musonnafa et al., 2022; Sopyan et al., 2018).
H4: Competitive Advantage has a Significant Influence on Marketing
Performance

The results of the hypothesis test show that competitive advantage has a
coefficient of 0.6301, a t-value of 7.1505 which is greater than 1.96, and a p-value
of 0.0000 which is less than 0.05 so that the fourth hypothesis is accepted, namely
competitive advantage has a significant influence on marketing performance.
Competitive advantages that include product uniqueness, difficulty to imitate,
scarcity in the market, competitive prices, and resistance to substitution play an
important role in determining marketing performance, which is clearly seen
through the success of new products, sales growth, and profits obtained. Unique
and difficult-to-imitate products often achieve significant success when
launched, because they offer something that is rarely found and not easily
replaced by other alternatives. This greatly helps rapid sales growth, due to the
strong appeal of the product and clear added value for customers. With
competitive prices that focus on profit, MSMEs can ensure good annual profit
margins, confirming the effectiveness of marketing strategies in securing product
positions in competitive markets. Thus, effective competitive advantages
underlie the achievement of successful and sustainable marketing results. This
tfinding is in line with a study conducted by (Yasa et al., 2020).

CONCLUSION AND RECOMMENDATION

In the context of MSMEs, digital marketing, product innovation, and CRM
have been shown to play a significant role in improving competitive advantage
and marketing performance. This study shows that digital marketing and product
innovation both have a significant impact on the competitive advantage of culinary
MSMEs in Ambon City, while CRM also contributes to this improvement.
Furthermore, competitive advantage directly affects marketing performance, with
products or services that are unique and difficult to imitate and have the potential
to provide better marketing results. The results of this study add empirical
evidence that the integration of digital marketing strategies, product innovation,
and CRM can help culinary MSMEs strengthen their position in an increasingly
competitive market. MSMEs, especially in the culinary sector in Ambon City,
should focus more on integrating digital marketing with product innovation and
CRM to improve competitive advantage. Digital marketing can be used to reach
more customers, while product innovation must be improved to meet consumer
needs and desires that can change at any time. Effective CRM will help build long-
term relationships with customers and manage data efficiently. By integrating and
optimizing these three elements together, culinary MSMEs can strengthen their
competitive advantage and improve overall marketing performance.
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