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Abstract

Entering the era of free trade, Small and Medium Enterprises (SME) is seen to have strategic role in pushing the
economy growth of a country. Concept of how companies could achieve their excellence performance through the
utilization of resources or well known as Resources based View (RBV). RBV explains the concept of organization
performance through the focus on internal resources owned by companies. This research study was a cross-
sectional survey of food industry SMEs in Surabaya. The proposed study population comprised of 112 SME:s.
Based on the average of respondent’s answer for Organizational Resources, it is known that the respondents, who
are the owners of SMEs food industry in Surabaya, assess their ownership of Organizational Resources is high.
Managerial Resources is rated as the highest resources, followed with Technical Resources, while Marketing
Resources is rated relatively low. Future research could expand the dimensions of resources into tangible resources,
in order to have a complete overview of resources of food industry SMEs.
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1. Introduction

Entering the era of free trade, Small and Medium Enterprises (SME) is seen to have strategic role in pushing the
economy growth of a country (Husband & Purnendu, 1999; Mahemba, 2003; Tambunan, 2005). Some empirical
research show that SMEs do not only function as an economy driving force, but also as a source of field work
creation (Collinson & Houlden, 2005). This is why it is important for policy maker to focus on factors that can
support SMEs competitive advantage, which one of it is resources.

Concept of how companies could achieve their excellence performance through the utilization of resources
or well known as Resources based View (RBV) were first introduced by Barney in 1991. RBV explains the concept
of organization performance through the focus on internal resources owned by companies (Grant, 1991, Harrison
& St. John, 1994). In RBV’s view, organizational performance and competitive advantage are achieved through a
unique combination of scarce, elusive, and valuable resources for the achievement of the specific objectives of the
enterprise (Barney, 1986).

In general, Barney and Hesterly (2006) argue that resources can be classified into two, namely: tangible
resources and intangible resources. Tangible resources consists things like capital, buildings, warehouses, and
other facilities, while the intangible resources consist of knowledge, skills and reputation. Furthermore, some
studies suggest that intangible resources have more contribution than tangible resources in creating organizational
values (Itami 1987; Amit & Schoemaker, 1993; Hitt et al., 2001). This is because intangible resources are generally
more difficult to replicate, transfer or replace, which are the characteristic of valuable and scarce resources, which
is a requirement for the creation of competitive advantage (Barney, 1991). This concept support by research
conducted by David (2011), who found that organizational performance is predominantly determined by internal
corporate resources, such as employees, training, experience, intelligence, knowledge, skills, capabilities,
information systems, patents, trademarks, copyright, database, and so forth.

Further, Fitz-en (2000 in Fathi et al., 2013) states that the business world has undergone a shift from a
production-based (traditional) economy to a knowledge-based economy. Cash, buildings, and equipment, can no
longer be considered as a differentiator in competitive advantage. Therefore, SMEs should recognize the
importance of knowledge-based businesses by optimizing their intangible resources, while on the field,
phenomenon shows that most SMEs do not apply the system of organization and management commonly applied
in the modern business world. Many small businesses where owners do all activities: production; procurement of
raw materials; marketing; and administration; traditionally (Tambunan, 2010). This is what causes various
problems in the internal SMEs.

Hafsah (2004) mentioned there are some internal problems faced by SMEs: lack of capital; limited human
resources; and weak business networks. This is also supported by Tambunan (2008) which states that the main
cause of low productivity of SMEs in Indonesia (and in developing countries in general) is the limitations of
technology and human resources. Fajar (2009 in Kautsar, 2011) added that the problems faced by SMEs are the
lack of quality of capital, marketing, lack of knowledge, and human resources, besides the mastery of knowledge
that becomes an important factor in improving the competitiveness of SMEs. This lack of mastery of knowledge
is the biggest weakness for SMEs. Though mastery of knowledge is the key to winning the competition. Mastery
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of knowledge can be realized in the form of mastery of technology knowledge, work methods and work culture.
Furthermore, Tambunan (2010) states that the competitiveness of a company is determined by seven factors,
namely: skill or education level of workers; expertise of employers; availability of capital; good organizational
and management systems; availability of technology; availability of information; and the availability of other
inputs. This is supported also by Widiastuti and Sulistyandari (2013) stating that SMEs that have high
competitiveness are characterized by reliable human resources capability, high knowledge mastery, and economic
control.

2. Literature Review

2.1 Resources based View

Resource-Based Views (RBV) are considered as dominant perspectives other than the perspective of Industrial
Organization in the field of Strategic Management. This is because companies are defined as “a set of activities”
in the perspective of the Industrial Organization's view, while in Resource-Based Views; firms are regarded as “a
collection of resources” (Spanos & Lioukas, 2001).

Penrose was one of the first academics to introduce the importance of the RBV in 1959, while Wernerfelt
(1984) examines this view more deeply and discusses how resources can affect organizational performance. The
product is something that really determines the performance of the organization, and production depends heavily
on the company’s resources. Therefore, this theory views resources and products as “two sides of the same coin”.
The RBV is based on the assumption that resources provide competitive advantage through the level of resource
importance in product marketing strategies.

RBYV has been evolved by Barney (1991) who discussed Porter’s Five Forces model and how to describe
organizational performance through environmental conditions and industry attributes. It is stated that although the
SWOT framework (Strength, Weakness, Opportunity, and Threat) analyzes both internal and external factors, the
focus of most companies is still related to opportunities and threats. Though corporate attributes are something
more important than the industrial aspect, and the resources become decisive in the company’s competitive
position. Thus, RBV are based on the basic assumption that resources are factors that can lead to competitive
advantage, and the resources that can create competitive advantage are heterogeneous and immobile resources.

RBYV stem from the principle that the source of the company’s competitive advantage lies in the company's
internal resources. Where instead of evaluating the opportunities and threats that exist in the environment,
competitive advantage depends on the resources and capabilities that the company has (Barney, 1995). RBV
estimate that certain types of resources owned and controlled by firms, have the potential to generate competitive
advantage, and ultimately lead to superior organizational performance. Thus, RBV are considered to have an
“outward” view, where a company's resources are seen as factors that can provide competitive advantage (Barney,
1991).

2.2 Resources Characteristics

According to Barney’s (1991) framework, companies with competitive advantage will be able to improve
organizational performance, and competitive advantage can be obtained when the resources they own are valuable,
rare, inimitable and non-substitutable. The valuable resources enable companies to implement strategies that can
improve efficiency and effectiveness. A valuable resource will be able to help the company take advantage of
opportunities and neutralize threats. The scarcity of resources is related to ownership. If a large number of
competitors have the same resources, resources cannot be considered scarce, and therefore cannot be a source of
competitive advantage. Therefore a company’s resources must be unique when compared to competitors' resources.
A resource can also be considered scarce when the number of companies with such valuable resources is less than
the number of companies that need it, and thus create perfect competition. In order for a resource to provide a
competitive advantage, the next important thing is ensured that competitors cannot copy or replicate the resource.
The last criterion is that there is no substitute for the company's unique resources. If other companies have similar
resources, or provide an equivalent strategic position, there will be no competitive advantage to be gained.

RBYV expressed by Barney (1991) were criticized for their static nature. Mahoney and Pandian (1992) argue
that valuable, scarce, inimitable, and irreplaceable resources cannot guarantee superior organizational performance.
Understanding that performance improvement relies on the ability and competence of the company, to exploit
resources in such a way, so that productivity can be optimized. This is supported also by Peteraf (1993) and
Henderson and Cockburn (1994), and based on that, Barney (2002) recognizes that the framework is less
exploitative, and therefore introduces well-organized resource criteria (The "O" in VRIO / Valuable, Rare,
Inimitable and Organized). Where these criteria ensure how the company can take full advantage of resources
through organizing resources.

2.3 Intangible Resources
According to RBV outlook, organizational performance differences are mainly due to differences in company
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resource ownership, especially intangible resources, because intangible resources are generally difficult to obtain
or develop, duplicate or accumulate, and imitated by competitors (Wernerfelt, 1984; Dierickx & Cool, 1989;
Barney, 1991). Intangible resources generally do not have universally acceptable definitions. However, there are
similar characteristics of some definitions of intangible resources. Intangible resources are non-physical resources,
resources that have potential sources of future economic benefits, and resources that can be reached and traded at
some level (OECD 2006).

Intangible resources include research and development (R & D), patents, trademarks, capabilities and human
resources, organizational competencies (such as databases and technology), relationship capital (e.g. with customer
and supplier networks), and design and organizational processes (OECD 2006). Among the many intangible
resources, Gomez-Mejia and Balkin (2002) place technology, humanity and reputation as the three most important
strategic resources, while Barney (1986) and Grant (1991), add by incorporating culture as a strategic resource.

Hendriksen and Van Breda (in Chiarello et al., 2014) define intangible resources as untouchable resources
for lack of physicality. Intangible resources are viewed as the company’s dynamic capacity, composed by
knowledge, organizational structure, innovative capacity, brand, research and development, and market share (Tsai
et al., 2012). From the point of view of Lev (2001), intangible resources are the source of value without physical
substance. Intangible resources are generated by innovation, unique organizational projects, and human resource
practices, and thus become an important source of differentiation and competitiveness.

3. Research Methodology

Research design constitutes the blue print for collection, measurement, and analysis of data. This research study
was a cross-sectional survey of food industry SMEs in Surabaya. The proposed study population comprised of 112
SMEs. This is because in accordance with the research objectives that have been proposed, this research uses
purposive sampling technique, where this technique requires the way sampling based on certain criteria. The
sampling criteria used in this study are:

1. Located in Surabaya

2. The age of SME is > 3 years

SMEs are a vulnerable type of business, and have a high failure rate. More than 70% of SMEs failed
during the first three years of their operations. Statistics show that eight out of ten new ventures fail within
the first three years. On that basis, according to the research objectives to be achieved, this study took a
sample of SMEs that have stood for more than three years.

3. Categorized as medium-sized enterprises

The smaller the organization, the more difficult it is to determine its limits. Small businesses, consisting
of one or several people, are generally composed of the same family members, and strongly influenced
by family inheritance, making it vulnerable to bias. On that basis, in accordance with the research
objectives to be achieved, this study took a sample of SMEs with medium scale.

Based on data from the Central Bureau of Statistics, the number of food industry SMEs in accordance with
the characteristics established in the area of Surabaya is as many as 112 SMEs. This study in determining the
number of samples using Slovin formula:
n= N

1+Ne2
Where:
n = number of sample
N = population size
e = level of error

In this research the value of e is 5%, so the minimum sample amount used by researchers is 88 SMEs.

Questionnaires were used to collect primary data and the respondents were the owner / general managers in
each of the firms. The questionnaires were administered using drop and pick later method.

The results of the survey were analyzed using descriptive statistics of mean and standard deviation to interpret
the 5-point Likert scale type responses. Each element of the four elements of the balance scorecard were analyzed
using frequencies and percentages to enable independent assessment of the effectiveness of each element as well
as appraise the overall effectiveness of the tool in the industry.
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4. Findings and Discussion

4.1 Findings

Table 1. Pearson Product Moment Correlation Test

Dimensions Indicators Pearson Sig. (2 Statement
Correlation tailed)
Managerial | The company is supported by competent managerial 0.655 0.000 Valid
Resources | team (X1.1)
(X1) The company is supported by skilled employees (X1.2) 0.551 0.000 Valid
The company has a strong organizational culture 0.651 0.000 Valid
(X1.3)
The company has an efficient organizational structure 0.475 0.000 Valid
(X1.4)
The company has the ability to coordinate (X1.5) 0.669 0.000 Valid
The company has the ability to carry out strategic 0.689 0.000 Valid
planning (X1.6)
Marketing | The company has qualified market knowledge (X2.1) 0.642 0.000 Valid
Resources | The company has access to the right distribution 0.697 0.000 Valid
(X2) channel (X2.2)
The company has special relationship with customers 0.371 0.000 Valid
(X2.3)
Technical | The company has effective and efficient production 0.422 0.000 Valid
Resources | department (X3.1)
(X3) The company has good technical skills (X3.2) 0.688 0.000 Valid
The company has modern technology and equipment 0.677 0.000 Valid
(X3.3)

Validity test is done through Pearson Product Moment Correlation test. The test result showed that the Pearson
Product Moment Correlation value between each indicator with total scores of the variable yields a significance
value of < 0.05 (= 5%), so it can be concluded that all the indicators tested in this study are valid and thus all the
indicators (statements used in the questionnaire) are representative in measuring Organizational Resources.

Table 1. Cronbach Alpha Test
Variable Cronbach Alpha | Statement
Organizational Resources | 0,837 Reliable

Reliability test is done through Cronbach Alpha test. The test result showed that the Cronbach Alpha value
yields a value of > 0.6, so it can be concluded that all the indicators tested in this study are reliable and thus all the
indicators (statements used in the questionnaire) are consistent in measuring the variable.

Organizational Resources in this research is consist of three composite variables, namely: Managerial
Resources, Marketing Resources, and Technical Resources.

Table 3. Description Of Respondents Answer For Organizational Resources

No. | Dimensions Mean | Statement
X1 Managerial Resources | 3,89 Agree
X3 | Technical Resources 3,85 Agree
X2 | Marketing Resources 3,78 Agree
Rata-rata 3,84 Agree

Table 3 shows that the average of respondent’s answer for Organizational Resources variable is 3.84 with the
agreed category, which means that on average, the respondents, who are the owners of SMEs food industry in
Surabaya, assess their ownership of Organizational Resources is high. Managerial Resources is rated as the highest
resources, with the average value of 3.89, followed with Technical Resources with the average value of 3.85, while
Marketing Resources is rated relatively low, with the average value of 3.78.

4.1.1  Managerial Resources
Managerial Resources consist of three indicators. Assessment of each indicator is presented in Table 4.
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Table 4. Description of Respondents Answer for Managerial Resources
No. Indicators Frequencies Average | Statement Std.
213 |4 |5 Dev
X1.5 | The company has the ability to coordinate 010]20]42]26]4,07 Agree 0,724
X1.2 | The company is supported by skilled | 0| 0 | 18 | 47 | 23 | 4,06 Agree 0,684
employees
X1.6 | The company has the ability to carry out | 0 | 0 | 29 | 39 | 20 | 3,90 Agree 0,743
strategic planning

—_—

X1.4 | The company has an efficient organizational | 0 | 2 | 24 | 47 | 15 | 3,85 Agree 0,720
structure

X1.3 | The company has a strong organizational | 0 | O | 32 | 41 | 15| 3,81 Agree 0,709
culture

X1.1 | The company is supported by competent | 0 | O [ 40 | 39 | 9 | 3,65 Agree 0,662
managerial team

Mean 3,89 Agree

Table 4 shows that the average of respondent’s answer for Managerial Resources composite variable is 3.89
with the agreed category, which means that on average, the respondents, who are the owners of SMEs food industry
in Surabaya, assesses the company ownership of Managerial Resources is high.

For each indicator, the result of respondent’s answer for Managerial Resources composite variable shows that
on average, the respondents, who are the owners of SMEs food industry in Surabaya, consider the ability of the
company to coordinate is high; with the average value of 4.07; which is also the highest value for Managerial
Resources composite variable. The Company ownership of skilled employees and ability to carry out strategic
planning are also consider high, with the average value of 4.06 and 3.90 respective. However, the company
ownership of efficient organizational structure and strong organizational culture are still rated relatively low; with
the average value of 3.85 and 3.81 respectively. The ownership of competent managerial team is rated as the lowest;
with the average value of 3.65.

4.1.2  Marketing Resources
Marketing Resources consist of three indicators. Assessment of each indicator is presented in Table 5.
Table 5. Description of Respondents Answer for Marketing Resources

No. Indicators Frequencies Average | Statement Std.

11213 |4 |5 Dev

X2.3 | The company has special relationship with | 0 | 0 | 30 | 40 | 18 | 3,86 Agree 0,730
customers

X2.2 | The company has access to the right | 0 | 0 | 38|32 | 18 | 3,77 Agree 0,769
distribution channel
X2.1 | The company has qualified market |0 |3 |31 |42 12 | 3,72 Agree 0,742
knowledge
Mean 3,78 Agree

Table 5 shows that the average respondent’s answer for Marketing Resources composite variable is 3.78 with
the agreed category, which means that on average, the respondents, which are the owners of SMEs food industry
in Surabaya, assesses the company ownership of Marketing Resources is high.

For each indicator, the result of respondent’s answer for Marketing Resources composite variable shows that
on average, the respondents, who are the owners of SMEs food industry in Surabaya, considers that the company’s
relationship with their customers is special; with the average value of 3.86; which is also the highest value for
Marketing Resources composite variable. However, the company’s access to the right distribution channel is still
rated relatively low, with the average value of 3.77. The ownership of qualified market knowledge is rated as the
lowest; with the average value of 3.72.

4.1.3  Technical Resources
Technical Resources consist of three indicators. Assessment of each indicator is presented in Table 6.
Table 6. Description of Respondents Answer for Technical Resources

No. Indicators Frequencies Average | Statement Std.
1123 |4 |5 Dev
X3.2 | The company has good technical skills 0021 [52]15]3,93 Agree 0,640

X3.1 | The company has effective and efficient | 0 | O | 21 | 55| 12 | 3,90 Agree 0,607
production department
X3.3 | The company has modern technology and | 3 | 2 | 29 | 36 | 18 | 3,73 Agree 0,931
equipment
Mean 3,85 Agree
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Table 6 shows that the average respondent’s answer for Technical Resources composite variable is 3.85 with
the agreed category, which means that on average, the respondents, who are the owners of SMEs food industry in
Surabaya, assesses the company ownership of Technical Resources is high.

For each indicators, the result of respondent’s answer for Technical Resources composite variable shows that
on average, the respondents, who are the owners of SMEs food industry in Surabaya, considers that the company’s
technical skills is good; with the average value of 3.93; which is also the highest value for Technical Resources
composite variable. Production department is also rated relatively effective and efficient, with the average value
of 3.90. The ownership of modern technology and equipment are rated lowest; with the average value of 3.73.

4.2 Discussion
Table 7. Outer Loading

Latent Composite | Indicators Outer
Variable | Variable Loading
Resources | Managerial | The company is supported by competent managerial team (X1.1) 0,705
Resources | The company is supported by skilled employees (X1.2) 0,618
The company has a strong organizational culture (X1.3) 0,721
The company has an efficient organizational structure (X1.4) 0,584
The company has the ability to coordinate (X1.5) 0,819
The company has the ability to carry out strategic planning (X1.6) 0,740
Marketing | The company has qualified market knowledge (X2.1) 0,873
Resources | The company has access to the right distribution channel (X2.2) 0,870
The company has special relationship with customers (X2.3) 0,507
Technical | The company has effective and efficient production department (X3.1) | 0,637
Resources | The company has good technical skills (X3.2) 0,818
The company has modern technology and equipment (X3.3) 0,801
Table 8. t-Statistics for Composite Variable
Latent Variable | Composite Variable Koef. Path | t-stat Statement
Resources Managerial Resources (X1) | 0,863 25,630 | Sig.
Marketing Resources (X2) 0,773 20,744 | Sig.
Technical Resources (X3) 0,845 31,434 | Sig.

Duncan (1972) and Williams (2009) defined internal environment as a whole factors within the company that
affect the company's capacity to develop and implement a feasible plan, in order to achieve its intended goals, and
at the end it is expected to increase the company’s performance. These factors consists of: Managerial Resources,
Technical Resources, and Marketing Resources.

The results of data analysis show that company’s resources are best reflected by Managerial Resources,
followed by Technical Resources, and last by Marketing Resources. Managerial resources play the most important
role, because Managerial Resources allow company to operate at a strategic level. Managerial resources are
obtained based on the knowledge and the experience of the company, so compare to other resources, Managerial
Resources is perceived as a unique resources that will not easily to imitate by competitors (Penrose, 1959; Katz,
1974; Hambrick & Mason, 1984; Norburn & Birley, 1988; Barney, 1991; Castanias & Helfat, 1991; Finkelstein
& Hambrick, 1996).

On the other hand, a tight and dynamic competition requires companies to adapt their operational processes
to market developments (Bo livar-Ramos et al., 201 2) in order to achieve an effective and an efficient operational
processes (Salama, 2017). This is why Technical Resources is the second best variable in reflecting the company’s
resources.

Marketing resources is the last variable in reflecting company’s resources. This is because the success of
company is not only determined by the collaboration between the company and their downstream network but is
also by the collaboration with their upstream network (Huo, 2012; Xu et al., 2014).

Results of the respondents' answers indicate that on average, the owner of SMEs food industry in Surabaya
assesses the resources owned by the company is on high-level. This is because majority of the SMEs who are
became the respondents in this study have been established their business for more than five years, so the
company's internal environment is perceived to be solid and able to run automatically. This is also supported by
the knowledge management that carried out by the company in order to bring a breakthrough in the production
process. This is why Managerial Resources is rated as the highest resources, followed by Technical Resources.
While Marketing Resources is perceived as a relatively lower resources, because even though the downstream
party is an inseparable part of the company's supply chain, but it is not easily control by the company because the
process required participation from both parties.
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Managerial resources can be defined as the average perception of the owners of SMEs food industry in
Surabaya on company’s processes and managerial aspect owned and controlled by company. Managerial resources
consist of company ownership of competent managerial team, skilled employees, strong organizational culture,
and an efficient organizational structure, and company ability to coordinate, and to carry out strategic planning.

Based on outer loading factor, it is known that the variable of Managerial Resources is best reflected by the
indicator of the company has the ability to coordinate, followed by the indicator of the company has the ability to
carry out strategic planning, the indicator of the company has a strong organizational culture, the indicator of the
company is supported by competent managerial team, the indicator of the company is supported by skilled
employees, and finally the indicator of the company has an efficient organizational structure.

Food industry is a labor intensive industry (Ministry of Industry of the Republic of Indonesia, 2017). When
company grow from a micro scale to small and medium scale, it means that the number of employees will also be
increase, and requires company to have the ability to coordinate. Coordination is the process of integrating
functions, structures, and resources in the context of an organization (Viinaméki, 2004). When company has the
ability to coordinate, synchronizing of every management function within the company will occurs actively and
directly towards achieving the company's goals. Good coordination will help company to reduce the cost of time,
money, and effort, and at the same time increase the efficiency and the effectiveness of a process, and also morale
of employees (Enright, 1992; Viinamaiki, 2004; Kramer, 2010). Coordination is especially important for dealing
with challenges that occur inside and outside the company (Viinaméki, 2004). This is why the indicator of the
company has the ability to coordinate is the best indicator in reflecting the composite variable of Managerial
Resources.

Furthermore, tight and dynamic competition requires companies to adjust their operational processes to
market developments (Bolvar-Ramos et al., 2012), and thus require companies to have the ability to carry out
strategic planning and strong organizational culture, in order to maintain harmonization of company and
environment. Strategic planning is part of company’s coordinative framework, which is expected to enrich and
explore broader and more profitable policies and activities, to achieve better performance (Lewis, 2006). On the
other hand, a strong organizational culture is one tool that can be used to overcome environmental uncertainties.
As alabor intensive industry, companies engaged in food industry will have employees from various backgrounds,
culture, and traditions that form their personality. Having a strong organizational culture at work will giving a
sense of unity and mutual understanding between one and another, promoting better communication, and reducing
conflict; and by the end, it is expected to produce strong commitment to the organization (Boon & Arumugam,
2006; Manetje & Martins, 2009; Zain et al., 2009; Lauture et al., 2012; Ghorbanhosseini, 2013) and ultimately
will increase company performance (Bonaparte, 2008; Dost et al., 2011; Kashefi et al., 2013; Irefin & Mechanic,
2014). This is why the indicator of the company has the ability to carry out strategic planning and the indicator of
the company has a strong organizational culture are the second and third best indicator in reflecting the composite
variable of Managerial Resources.

Furthermore, because food industry is a labor-intensive industry (Ministry of Industry of the Republic of
Indonesia, 2017), then it means that to regulate their employees, the company must have a competent managerial
line. Managerial competence is not a skill that can be defined and measured clearly and objectively. In contrast,
managerial competence is a situational, contextual and socially constructed skill (Boyatzis, 2008), and therefore
is a unique skill. This competency will enable the company's managerial team to run a business. On the other hand,
employee competency is usually related to technical skills which include the knowledge of methods, processes,
and equipment used to produce products with quality. This type of expertise is obtained through a combination of
formal education, training, and working experience (Pate et el., 2003; Ozcelik & Ferman, 2006). Ownership and
utilization of knowledge and capabilities from both managerial and employees can lead to the creation of
competitive advantage for companies (Ozcelik & Ferman, 2006). This is why the indicator of the company is
supported by competent managerial team and the indicator of the company is supported by skilled employees are
the fourth and fifith best indicator in reflecting the composite variable of Managerial Resources.

Finally, the organizational structure describes the division, commando, and coordination of tasks within the
company (Sablynski, 2003). Without a clear organizational structure, employees may be find it difficult to know
to whom they should report and be formally responsible (Teixeria et al., 2012). An efficient and not long-winded
organizational structure will provide guidance and clarity to each employee at all levels regarding their respective
roles in the company, and thus produce more productive work. However, a clear organizational structure may
encourage employees to act only in their accordance role and became less pro-active. This is why the indicator of
the company has an efficient organizational structure is the least indicator in reflecting the composite variable of
Managerial Resources.

Based on descriptive value of respondents' answers on the composite variable of Managerial Resources, it is
known that the highest indicator perceived by the respondents is the indicator of the company has the ability to
coordinate, the indicator of the company is supported by skilled employees, the indicator of the company has the
ability to carry out strategic planning, the indicator of the company has an efficient organizational structure, the
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indicator of the company has a strong organizational culture, and finally the indicator of the company is supported
by competent managerial team.

It can be explained that since the majority of the owners of SMEs food industry in Surabaya who were
respondents in this study has established their business for more than five years, so in average they perceived that
coordination is no longer a new thing in their company. The company already has experiences in dealing with
various problems and conflicts and manage to solve it. This is because coordination has become part of daily
activities of company and also because company is supported by skilled employees. All those resources enable the
company to withstand environmental changes, and therefore has experience in managing the company's strengths
and weaknesses, to seize opportunities and overcome challenges. This experience allowed the company to
implement it in the form of a qualified strategic planning. This is why the indicator of the company has the ability
to coordinate, followed by the indicator of the company is supported by skilled employees, and the indicator of
the company has the ability to carry out strategic planning are perceived as the three highest indicators for
Managerial Resources composite variable.

On the other hand, because the majority of the owners of SMEs food industry in Surabaya who were
respondents in this study has established their business for more than five years, so in average they perceived that
their company already has the experience that makes the company able to sort out the functional/department that
is needed and that is not needed, so company can operate efficiently. This is also supported by a strong
organizational culture that built within the company. The process of cultural assimilation in employees causes
organizational culture to become part of daily habits. This is why the indicator of the company has an efficient
organizational structure and the indicator of the company has a strong organizational culture are perceived as the
fourth and fifth indicators for Managerial Resources composite variable.

The lowest indicator perceived by the owners of SMEs food industry in Surabaya is the indicator stated that
the company is supported by skilled employees. This is because the owners of SMEs food industry in Surabaya
still perceived that their managerial team cannot be compared with managerial team from large company. Large
company is perceived to have more resources in recruiting top managerial teams. However, even though it is
perceived as the lowest, this indicator is still on high value, which means that it is still perceived as a sufficient
resources. This is because even though the managerial team owned by SMEs food industry in Surabaya is not the
top managerial but still perceived to have sufficient competence to run a business based on their experience.

Technical resources can be defined as the average perception of the owners of SMEs food industry in
Surabaya on the technical systems owned and controlled by company, including the company's ability to transform
inputs into outputs. Technical resources consist of company ownership of an effective and an efficient production
departments, technical skills, and modern technology and equipment.

Based on outer loading factor, it is known that the composite variable of Technical Resources is best reflected
by the indicator of the company has technical skills, followed by the indicator of the company has modern
technology and equipment, and finally the indicator of the company has effective and efficient production
department.

Technical skills refer to a skill that a person must mastering in order to do certain work that cannot be done
by ordinary people and requires special expertise in the form of theoretical and practical knowledge (Pate et el.,
2003; Ozcelik & Ferman, 2006). Technical skills are consider as valuable assets for company that engaged in food
industry because technical skills are useful to ensure the operation of company in order to run effectively and
efficiently, and minimize waste that occurs during the operation processes. Technical skills allow employees to
communicate effectively both vertically and horizontally. This is why the indicator of the company has technical
skills is the best indicator in reflecting the composite variable of Technical Resources.

Furthermore, company engaged in the food industry is also required to have modern technology and
equipment. Technology is a broad concept refer to the breakthroughs in science that enable better or automated
solutions (Utterback, 1994). The most obvious benefit of the use of technology for companies engaged in food
industry is the increasing of productivity, which is translated into lower cost structures, higher production speed,
easiness of sharing and storing information, and decreasing in the level of human error through the process of
automation, which at the end resulting in decreasing of cost and increasing of income. This is why the indicator of
the company has modern technology and equipment is the best second indicator in reflecting the composite
variable of Technical Resources.

Finally, even though companies engaged in the food industry is required to have an effective and efficient
production department, the most important thing is actually the integration between the choice of facilities and
technology with the operations of the company and employees (Hayes & Wheelwright, 1984). Organizational
performance can only be achieved if the company has the ability to integrate company’s operations with the
company's business strategy. This is why the indicator of the company has effective and efficient production
department is the least indicator in reflecting the composite variable of Technical Resources.

Based on descriptive value of respondents' answers on the composite variable of Technical Resources, it is
known that the highest indicator perceived by the respondents is the indicator of the company has technical skills,
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followed by the indicator of the company has effective and efficient production department, and finally the
indicator of the company has modern technology and equipment.

It can be explained that since the majority of the owners of SMEs food industry in Surabaya who were
respondents in this study has established their business for more than five years, so in average they perceived that
their employees already have a lot of experience and therefore assume to have qualified technical skills. The
experience that the employees have enable them to work independently, effectively, and efficiently, and at the end
it is expected to lead to more productive operations. The company's production department is also perceived to
have competencies in handling the company's operations processes, starting from planning, implementing, until
controlling in order to produce the best products to meet customer needs. This is why the indicator of the company
has technical skills, followed by the indicator of the company has effective and efficient production department
are perceived as the two highest indicators for Technical Resources composite variable.

The lowest indicator perceived by the owners of SMEs food industry in Surabaya is the indicator stated that
the company has modern equipment and technology. This is because the owners of SMEs food industry in
Surabaya still perceived that their company has limited capital compared to large companies, so the technology
and equipment owned by them may not be as sophisticated as the technology and equipment owned by large
companies. However, even though it is perceived as the lowest, this indicator is still on high value, which means
that it is still perceived as a sufficient resources. This is because even though the technology and equipment used
by the SMEs food industry in Surabaya are not the latest technology but still perceived good enough to be used in
order to compete at the same level as large company.

Marketing resources can be defined as the average perception of the owner of SMEs food industry in Surabaya
on the attributes of marketing owned and controlled by the company in order to generate sales. Marketing resources
consist of company ownership of a qualified market knowledge, company access to appropriate distribution
channels, and company special relationship with customers.

Based on outer loading factor, it is known that the composite variable of Marketing Resources is best reflected
by the indicator of the company has a strong market knowledge, followed by the indicator of the company has
access to the right distribution channel, and finally the indicator of the company has a special relationship with
customers.

The food industry is a dynamic industry. Excellent market knowledge can help company to identify various
factors that can affect the company. Market knowledge is a valuable information that the company has about the
market. This information can consist anything, like: information about competitors, economic shifts, demographics,
current market trends, characteristics of customer spending patterns, etc. Mastering and elaborating the right
knowledge can encourage company to become more adaptive, innovative, smart and sustainable (Civi, 2000; Kuan
& Elaine, 2006). This is why the indicator of the company has qualified market knowledge is the best indicator in
reflecting the composite variable of Marketing Resources.

Furthermore, excellent market knowledge can be used in determining the right distribution channels for
company. Access to the right distribution channels can contribute greatly to customer value and create a
competitive advantage for company. This is because contact, experience, specialization and operational scale
owned by distribution channels can make the company's products widely available and accessible to their target
market, which ultimately gives the company greater effectiveness and efficiency compare to if the company choose
to work alone to build their distribution channels (Haghighinasab , 2013). This is why the indicator of the company
has access to the right distribution channel is the best second indicator in reflecting the composite variable of
Marketing Resources.

Finally, even though a special relationship with customers is an important factor in marketing strategies
because it can create commitment and customer loyalty (Boonajsevee, 2005), but since food industry is an industry
with low involvement products (Silayoi & Speece, 2004), the company main focus should be directed at creating
higher value for customers, which can be achieved through mastering and elaborating knowledge, as well as the
use of appropriate distribution channels. This is why the indicator of the company has a special relationship with
customers is the least indicator in reflecting the composite variable of Marketing Resources.

Based on descriptive value of respondents' answers on the composite variable of Marketing Resources, it is
known that the highest indicator perceived by the respondents is the indicator of the company has a special
relationship with customers, followed by the indicators of the company has access to the right distribution channel,
and finally the indicator of the company have qualified market knowledge.

It can be explained that since the majority of the owners of SMEs food industry in Surabaya who were
respondents in this study has established their business for more than five years, so in average they perceived that
their company has been able to build personal and emotional relationships with their customers, making it easy for
companies to identify the actual needs of their customers and thus serve customers in a better way. The special
relationship that exists between the company and the customer makes the company already has a number of loyal
customer base. The experience of doing business for more than five years also caused the company to have a well-
organized distribution channel. Connections, fame, and established market make the company has more access to
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the right distribution channels. This is why the indicator of the company have a special relationship with customers,
followed by the indicator of the company has access to the right distribution channels are perceived as the two
highest indicators for Marketing Resources composite variable.

The lowest indicator perceived by the owners of SMEs food industry in Surabaya is the indicator stated that
the company has a qualified market knowledge. This is because the owners of SMEs food industry in Surabaya
still perceived that large companies generally have broader knowledge because they have better intelligence
technology compare to SMEs. However, even though it is perceived as the lowest, this indicator is still on high
value, which means that it is still perceived as a sufficient resources. This is because even though large companies
have intelligence technology but since the information technology growth rapidly, than it is enable the SMEs to
compete at the same level as large companies. Furthermore, since they have been in business for more than five
years, so it perceived that they already have enough loyal customers’ base that can be used as a source of
information.

5. Conclussion

The results of data analysis show that company’s resources are best reflected by Managerial Resources, followed
by Technical Resources, and last by Marketing Resources. Managerial resources play the most important role.
Results of the respondents' answers indicate that on average, the owner of SMEs food industry in Surabaya assesses
the resources owned by the company is on high-level. Managerial Resources is rated as the highest resources,
followed by Technical Resources. While Marketing Resources is perceived as a relatively lower resources. Based
on outer loading factor, it is known that the variable of Managerial Resources is best reflected by the indicator of
the company has the ability to coordinate, followed by the indicator of the company has the ability to carry out
strategic planning, the indicator of the company has a strong organizational culture, the indicator of the company
is supported by competent managerial team, the indicator of the company is supported by skilled employees, and
finally the indicator of the company has an efficient organizational structure. Based on outer loading factor, it is
known that the composite variable of Technical Resources is best reflected by the indicator of the company has
technical skills, followed by the indicator of the company has modern technology and equipment, and finally the
indicator of the company has effective and efficient production department. Based on outer loading factor, it is
known that the composite variable of Marketing Resources is best reflected by the indicator of the company has a
strong market knowledge, followed by the indicator of the company has access to the right distribution channel,
and finally the indicator of the company has a special relationship with customers.
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