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Responsiveness, operational flexibility, and business relationship have the confidence and value that puts

customers on every business decision. It encourages Batik SME to improve the sustainable competitive
advantage based on the customers’ expectations. IT-strategy alignment is essential to enhance respon-
siveness, operational flexibility, and business to gain a sustainable competitive advantage. That I Tstrategy
alignment can improve the sustainable competitive advantage of the Batik SME.

Konsep Agility Equilateral sebagai Variabel Mediasi dalam Hubungan
antara Penyelarasan TI-Strategi dan Keunggulan Kompetitif yang
Berkelanjutan

Abstrak

Makalah ini bertujuan untuk menyelidiki pengaruh penyelarasan Tl-strategi, daya tanggap, fleksibil-
itas operasional, dan hubungan bisnis pada keunggulan kompetitif berkelanjutan dan efek mediasi,
fleksibilitas operasional, dan hubungan bisnis dalam hubungan antara penyelarasan strategi T1 dan
keunggulan kompetitif berkelanjutan. Data dikumpulkan dari 189 UKM Batik di Pekalongan dan
dianalisis dengan menggunakan Structural Equation Modeling (SEM). Hasil penelitian menunjuk-
kan bahwa penyelarasan strategi T1I secara signifikan mempengaruhi daya tanggap. Daya tanggap,
fleksibilitas operasional, dan juga hubungan bisnis secara signifikan mempengaruhi keunggulan
kompetitif yang berkelanjutan. Selain itu, daya tanggap, fleksibilitas operasional, dan hubungan
bisnis memediasi korelasi penyelarasan strategi TI dan keunggulan kompetitif berkelanjutan. Daya
tanggap, fleksibilitas operasional, dan hubungan bisnis memiliki kepercayaan dan nilai yang menem-
patkan pelanggan pada setiap keputusan bisnis. Ini mendorong UKM Batik untuk meningkatkan
keunggulan kompetitif yang berkelanjutan berdasarkan harapan pelanggan. Penyelarasan strategi
TI sangat penting untuk meningkatkan daya tanggap, fleksibilitas operasional, dan hubungan bisnis
untuk mendapatkan keunggulan kompetitif yang berkelanjutan. Penyelarasan strategi T1I tersebut
dapat meningkatkan keunggulan kompetitif berkelanjutan dari UKM Batik.
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INTRODUCTION

For several years the concept of IT gover-
nance has become the main agenda of the orga-
nization or company. Many projects regarding I'T
governance have started in various companies, to
achieve better alignment between IT (informa-
tion technology) and organizations, a concept is
needed to lead to the success of a business. The
current market strategy is that marketing stra-
tegies have been directly identified as strategic
organizational capabilities to create unique diffe-
rential advantages (Burns et al., 2014). It is very
important to recognize the importance of stra-
tegic marketing for the long-term success of the
company to face increased market competition.

The local marketing strategy is about adjus-
ting and adapting marketing strategies to fit the
unique elements of individual markets around the
world. Some researchers advocate an approach of
adaptation (Thrassou & Vrontis, 2006). Propo-
nents of adaptation strategies argue that the com-
pany is difficult to control climate, topography,
consumer tastes, law, culture, race, technology, dis-
posable income, employment, literacy letters and
levels of education, taxation, local labor costs, na-
tionalism, and society, among others, which exist
in international markets and even between mar-
kets in the same country. Adaptation to marketing
strategies refers to the company’s ability to analyze
situations and determine directions to adjust or ad-
just marketing activities that meet customer needs
and market demand (Jirawuttinaunt & Ussahawa-
nitchakit, 2011).

Tallon (2008) examined alignment at the
process level (past research tended to operatio-
nalize alignment at the firm level) and found that
it was positively correlated with IT business va-
lue at the process level. The resulting alignment
between IT and business strategy can enable
agility since essential changes in business strate-
gy can be easily communicated to IT executives
in contrast the potential for IT-led capabilities
to redirect business strategy can be shared with
business executives. In this way, the path depen-
dencies and routines provided by alignment can
enable increased adaptiveness (Zahra & Geor-
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ge, 2002; He & Wong, 2004; Lavie & Rosen-
kopf, 2006). This type of collaboration can crea-
te a virtuous cycle as they search for new IT and
business opportunities create and share new
knowledge with suppliers, customers, and criti-
cal business partners relationships that are often
a necessary part of how firms react to Change
(Lavie & Rosenkopf, 2006). From this litera-
ture review, this study use alignment between
IT with a strategy, which, in case is a marketing
adaptation strategy, as an exogenous variable in
the research model. Also, the research found the
gap between IT alignment and firm performan-
ce. Table 1 shows the research gap between IT
alignment and firm performance.

Table 1. Research Gap

Researcher IT Alignment a

Firm Performance
Palmer and Markus not correlated
(2000)

Tallon and Pinson- not significantly

neault (2011) negative

Bergeron, Raymond, significantly positive
and Rivard (2004)

Chan, Sabher- significantly positive

wal, and Thatcher

(2006)

Cai, Liu, Huang, and not significant
Liang (2017)

Baum and Wally negatively affect
(2003)

These research gaps are the main reason
for this study to provide the right solution by
adding mediating variables in the relationship
between alignment with company performance,
where company performance in this study uses
sustainable competitive advantage. Companies
that do not have a competitive advantage will
be unable to compete with other companies so
that performance decreases. This study use agi-
lity as mediating variable, where the definition
of agility according to several researcher seems
to be similar to dynamic abilities (Teece et al,,
1997); market orientation (Kohli & Jaworski,
1990); absorption (Zahra & George, 2002);
strategic flexibility (Grewal & Tansuhaj, 2001).
However, each researcher has different features
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regarding the applicable scope and composition
dimensions. Dynamic ability is the ability to
integrate, build, and reconstruct resources and
the ability of an organization to adapt to chan-
ges in the environment. Agility is one of the
sub-capabilities of dynamic capabilities. Agility
is very valuable, difficult to duplicate, and does
not have permanently sustainable capabilities,
and this, is related to efforts to detect and exp-
loit opportunities in a dynamic environment.
Therefore, agility can contribute to improving
organizational performance as a core capability
of the organization associated with competitive
strategies and performance.

Pekalongan City is known as the center of
batik, which has potential in the batik industry
and has overgrown. Pekalongan has a lot of po-
tential for small and medium enterprises that
can be maximally developed. Batik SME make a
signiﬁcant contribution to economic progress in
Pekalongan. Table 2 shows examples of data on
batik sales in Pekalongan for the last five years.

Table 2. Data on Batik Sales in Pekalongan

Year Sales Value

2015 17.384.060,75
2016 19.081.546,65
2017 17.683.268,64
2018 17.233.356,68

Sources: Department of Industry, Trade, Cooperatives
and SME Pekalongan city (2019)

Based on Table 2, it appears that the vo-
lume and value of batik sales in Pekalongan ex-
perience uncertain conditions. In 2016, the vo-
lume of batik reached IDR 19,081,546,650 and
decreased in 2017 to IDR 17,683,268,640. The
existence of the Pekalongan batik industry must
still be maintained, considering that batik is a
characteristic of Indonesian products. Therefo-
re, a strategy for companies engaged in the batik
industry to have a strong competitive advantage,
because this is a business phenomenon to seek
the right solution so that batik sales continue to
increase, hence, that it can improve the perfor-
mance of Batik SME.
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The increase or decrease in sales can be caus-
ed by several factors, such as changes in competi-
tion and consumers so companies need to adjust
to ensure survival and success in business perfor-
mance. The company’s ability to produce or create
positions in the market is the core of the develop-
ment strategy. Differentiation enables companies
to utilize their competitive advantages fully and
hence to achieve high returns (Yeung & Lau, 2005;
Sutapa et al,, 2017). To face uncertain competition
changes, IT development is needed to support sa-
les. According to a direct interview with Tjandra-
wati, Head of Pekalongan UMKM, not all of Batik
SME in Pekalongan have used IT in their sales.
Also, Batik SME in Pekalongan also have not fully
implemented the marketing adaptation strategy.
Furthermore some of them are not responsive to
customers so that many customers end up buying
elsewhere, such as Solo, Pati, or Jepara. Also, some
of them also have difficulty in allocating resources
to meet unique customer demand. Therefore, this
study uses IT variables combined with marketing
adaptation strategy and agility used to improve
competitive advantage.

Based on the research gaps and business
phenomena described above, it is interesting to
conduct research in Batik UKM in Pekalongan
by using IT alignment combined with marketing
adaptation strategies to enhance competitive ad-
vantage. The following paper aims to investigate
the mediating effects of response, operational fle-
xibility, and business relations in the relationship
between aligning IT strategies and sustainable
competitive advantage. The novelty of this study is
that there are still many differences in the results
of previous studies that have not found established
research results. Thus, it is very important to con-
duct this research, because the research gap from
the results of previous research can be resolved.
Furthermore, the results of this study contributed
to the development of Batik SMEs in the face of
fierce competition in the global market.

Hyphothesis Development
Equilateral Agility

Based on the literature review on agility,
this study split the research of agility into three
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categories, namely responsiveness, operational
flexibility, and business relationships. From
these categories, we develop a new concept,
namely, Equilateral Agility. Equilateral Agility
is organizational agility based on responsive-
ness, operational flexibility, and business re-
lationships that have the potential to improve
performance. These three categories as media-
ting variables in the relationship between the
alignment between IT-marketing adaptation
strategy and sustainable competitive advan-
tage. Summary of agility research in Table 3
shows the development of the three categories

of agility.

Table 3. Summary of Agility Research

Marketing Adaptation Strategy

According to Vrontis et al.(2006), marke-
ting strategy is a means by is a means to achieve
company goals. They reflect the best opinions
of the company about the most advantageous
ways of applying their skills and resources on
the market, and they are in the inevitable scope.
Looking at the fertilizer industry, large fertilizer
companies have tried to use strategic market fo-
cus either by creating new brands, targeting spe-
cific groups, or purchasing existing brands.

Marketing strategies have been directly
identified as strategic organizational capabilities to
create unique differential advantages in increasing-

Catego- (Caietal., (Baskarada & Ko-  (Zitkiene & Deksnys,
ries 8 (Park etal., 2017) 2017) ronios, 2018) 2018) 4
Respon- Sensing agility Capability to Sensing: the ability = Sensing capabilities
siveness sense and respond  to detect new oppor- (awareness, competence)
effectivelytomar-  tunities and threats ~ Response capabilities
ket opportunities  from the external (reconfiguration, learning,
and threats environment coordination, coopera-
Operational  Decision making The ability to create R?;ﬂ)e Enablers:
Flexibility  agility, and acting anew opportunity  Structure and organization
agility within the organiza-  Processes
tion, make unbiased  Technology
decisions about Human resources
strategy Network
Business Shifting: the ability
Relation- to effectively imple-
ship ment new strategy,
business model, and
capabilities.
Catego- (Nejatian et al., (Khatir & Mian-  (Queirozetal., (Zhouetal., (Sahaetal.,
ries 2018) rood, 2016) 2018) 2018) 2019)
Respon-  Adjust customer Responsibility Capability to Sensing
siveness satisfaction,customer detectand Agility
retention, product/ respond to Adaptability
service quality, the demands
flexibility of sale, and embedded in
service system online
customer
Operational ~ Optimizing human g exibility The ability to reviews Decision-
Flexibility  resource planning and respond to making
maintaining system. opportunities agility
Increasing gﬂiciency Competence and threats S%)eed
R & D-innovation with ease, Flexibility
speed, and skill Capability
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ly competitive markets. It is essential to recognize
the importance of strategic marketing for the long-
term success of the company (Burns et al., 2014).
One element of strategic marketing is the target
marketing strategy. To execute target marketing,
we must analyze market segmentation (Stern &
Hammond, 2004). Intelligence in market segmen-
tation offers a variety of potential and relevant be-
nefits for organizations in terms of market leader-
ship, strategic positioning, and progress.

Yusof and Aziz (2008) explain that in the
strategic adaptation literature, there are at least
three schools of thought that have developed over
time, which emphasize various dominant factors,
that influence the organizations strategic adap-
tation. The first school of thought emphasizes
the primary role of the environment. The second
school of thought is a resource-based view (RBV),
which explains the success of different companies
by investigating the company’s internal factors.
The third school of thought is an integrative view.
Adaptation strategies reflect the company’s abili-
ty to calculate assumptions about environmental
changes and formulate strategy for new conditions,
namely, policy to adjust to low costs or differentia-
tion, to accept new approaches, and use integrated
approach (Tantong et al, 2010).

A company’s ability to analyze situations
and determine the direction in implementing
new service strategies through a search process
for customer needs and desires, market demand,
competitor analysis, and intention to develop
or produce new methods for creating services

(Nurcholis, 2018). Therefore, organizations
must adapt and respond to change by improving
or creating new ideas to the market to find new
opportunities and achieve success.

Marketing adaptation strategy refers to the
company’s ability to analyze situations and de-
termine directions to adjust marketing activities
that meet customer needs and market demand
(Jirawuttinaunt & Ussahawanitchakit, 2011).

Effects of IT-Strategy Alignment on Perfor-
mance/Sustainable Competitive Advantage

Adjustment improve performance in ge-
neral (Chan et al,, 2001; Bergeron et al., 2004;
Kearns & Sabherwal, 2006; Oh & Pinsonneault
2007) and in critical areas such as market growth,
financial performance, innovation, and reputati-
on (Chan etal.,, 1997), growth and income (Cro-
teau & Bergeron, 2001), and cost control (Oh &
Pinsonneault, 2007). Alignment at the process
level (past research tended to operationalize
alignment at the firm level) and found that it was
positively correlated with IT business value at the
process level (Tallon, 2008). The primary locus
of alignment within the firm (the process where
arrangement is highest) varies based on differen-
ces in strategic and so arrangement is rarely the
same in any two firms.

Table 4 shows the research on the effect
of alignment on performance. From this explo-
ration, this study develop hypothesis as follows:
HI1: IT-strategy alignment significantly affects

sustainable competitive advantage.

Table 4. Research on the Effect of Alignment on Performance

Study Alignment-Performance

Jonathan and Lynne (2000)

Croteau and Bergeron (2001)
Sabherwal and Chan (2001)

Kearns and Sabherwal (2006)
Bergeron, Raymond, and Rivard (2004)
Chan, Sabherwal, and Thatcher (2006)
Oh and Pinsonneault (2007)

Tallon (2008)

Alignment can not improve firm performance

IT-infrastructure alignment predicts firm performance
Arrangement leads to higher performance in all firms

IT plan is consistent with the use of IT for competitive advantage
Alignment is positively related to firm performance

Alignment is positively associated with return for all firms
Adjustment is associated with lower costs, higher sales & profit

Adjustment is associated with higher IT business value for firms
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Effect of IT-Strategy Alignment on Agility

Much of the literature has emphasized
response capabilities, which, while necessa-
ry and essential, are not the only predictor of
coordination. Thus, Ghasemaghaei et al. (2017)
find that the use of data analytics is only useful
to coordination as firms master the fit between
their data analytics tools, data, people, and tasks.
The business value from digital data streams
and business analytic applications can improve
agility in resource allocation processes (Anand
et al, 2016). Similarly, business intelligence
technology, in isolation, is less predictive of sen-
sing, decision-making, and acting agility than
combination between technology with environ-
mental and organizational factors (Park et al.,
2017). One research about how digital platform
technologies relate to agility was conducted by
(Ravichandran, 2018).

Digital platforms are a means to build
integrated systems from commoditized IT
components that can quickly scale and adapt
to meet a diverse range of business needs (Ti-
wana et al., 2010; Richardson et al.,, 2018). IT
platforms reduce the cost of application sharing
by allowing IT architects to create new ways for
component modules to work together. Modular
systems have enabled distributed innovation to
occur in a digital ecosystem. Ecosystems can
encompass individuals, corporations, and com-
munities that are individually autonomous but
connected through an underlying technical sys-
tem. Ecosystems explain why digital initiatives
fail even when a firm can deliver critical projects
to scope, on time, and budget. In any ecosystem,
agility is shaped not just by what the focal firm
does but by what it ecosystem peers are doing
(Tsatsou et al., 2010).

Cloud technology has also received atten-
tion intending to offer flexible IT infrastructure.
For example, in an era where organizations are
increasingly using a cloud-first approach to IT
infrastructure, Gill et al. (2014 ) show how diffe-
rent divisions of the Australian government are
using the cloud to transform their operations
and, thus, improve their agility. As new IT in-
novation allows users to perform detailed data
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analysis (Hani et al., 2017) find that for a Nor-
wegian digital marketplace, self-service business
intelligence helps market capitalizing agility
(faster insights into market participants) and
operational adjustment agility (changes to or-
ganization structure, employee empowerment,
equal access to data, and opportunities for data
access).

Self-service business intelligence (BI) is
an approach to data analytics that enables bu-
siness users to access and work with corpora-
te data even if they do not have a background
in statistical analysis, business intelligen-
ce, or data mining. Self-service BI tools allow
users to filter, sort, analyze, and visualize data
without involving the organization’s business
intelligence and IT teams. With traditional
BI tools, data scientists and IT teams control
access to data. Users requesting new reports
and dashboard submit a list of business requi-
rements; once the project is approved, which
can take weeks, the data is extracted, trans-
formed, and loaded into an operational data
warehouse.

The IT or business intelligence team then
produces the report or dashboard. Conversely,
a self-service business intelligence architecture
is used by people who may not be technology
savvy; therefore, it is imperative that the user
interface for self-service analytics software be
intuitive. User-friendly dashboards and navi-
gation should address the needs of both casual
users (those who may need to access data but
not generate reports) and power users (more
savvy users, responsible for not just accessing,
and analyzing the data, but also ad hoc repor-
ting). Ideally, training should be provided to
help users understand what data is available
and how that information can be queried to
make data-driven decisions to solve business
problems. Hence, the refinement stage of the
literature shows how IT innovation has altered
the dynamics of organizational agility, not just
inhow IT can deliver better, faster, and cheaper
ways to sense change but in how IT can enable
the locus of agility to transition from the orga-
nizational level to a process or user level.
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Table S. Summary of Publications on IT and Agility

Study

IT-Agility

Van Oosterhout et al. (2006)

Tiwana et al. (2010)

Lu and Ramamurthy (2011)
Tallon and Pinsonneault (2011)
Ngai et al. (2011)

IT can be both an enabler and disabler of agility. While in the face of un-
predictable changes, integrated IS architecture enables agility.

IT architecture modularity correlated with IT agility.

IT capability has a positive effect on operational adjustment agility.
Strategic IT alignment has a positive effect on agility.

IT competence support supply chain agility for competition. Based on
the knowledge literature, IT competence is defined as the set of IT-related
knowledge and experience that a business manager possesses (Bassellier,

Benbasat, & Reich, 2003).

Bradley et al. (2012)

Nazir and Pinsonneault (2012)
capabilities.

Roberts and Grover (2012)

Chakravarty et al. (2013)

Huang et al. (2014)

Richardson et al. (2018)

IT alignment and IT operational effectiveness enhance coordination.

IT applications electronic integration leads to sensing and responding

IT infrastructure capabilities facilitate agility.
IT competencies enhance agility.
Information processing capability enables operational agility.

A social enterprise’s IT platform and related digital options affect customer,

partnering and operational agility.

Chen etal. (2014)

Lee etal. (2015)

Tiwana and Kim (2015)
Lowry and Wilson (2016)
Park et al. (2017)

Queiroz et al. (2018)
Ravichandran (2018)

Fink and Neumann (2018)
Zhou et al. (2018)

IT capability enhances agility.

IT ambidexterity has a positive effect on readiness.

IT governance enhances IT strategic agility.

IT agility is positively influenced by both IT service quality.

IT affects agility is embedded in a configuration of organizational.
IT application orchestration affect process agility.

Digital platforms enhance readiness.

IT infrastructure capabilities affect strategic agility.

Online customer review affects customer agility.

Table S shows the summary of previous
research on the impact of IT on organizational
agility. Based on the summary in Table §, this
study develop hypotheses as follows:

H2: IT-strategy alignment significantly affects
responsiveness.

H3: IT-strategy alignment significantly affects
operational flexibility.

H4: IT-strategy alignment significantly affects

the business relationship.

Effect of Agility on SCA/Performance
Agility can improve performance by ex-

panding a firm’s repertoire of competitive actions

and the nature of its possible responses to envi-
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ronmental change (Sambamurthy et al., 2003).
As argued in the literature on real options, agility
gives firms the opportunity to respond to change
and to engage in other actions that control mar-
ket risk and uncertainty (Benaroch et al., 2006).
Agile firms can, therefore, have a wide array of
market-response options. Having options in the
form of flexible IT infrastructure, a flexible orga-
nizational structure, or slack resources allows the
firm to be innovative, and to actively respond to
new market opportunities as they occur (Nohria
& Gulati, 1996). Firms that exercise these options
can expect some future benefits in the form of re-
venues or profitability, cost avoidance, or higher
market growth. Accordingly, when firms are bet-
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Table 6. Research on the Effect of Agility on SCA / Performance

Study

Agility-SCA/Performance

Judge and Miller (1991)

Teece et al. (1997)

Adler et al. (1999)

Young-Ybarra and Wiersema (1999)
Grewal and Tansuhaj (2001)
Worren et al. (2002)

Joshi and Sharma (2004)

Nadkarni and Narayanan (2007)
Tallon and Pinsonneault (2011)

Decision speed significantly affect sales growth and profitability.
Strategic flexibility generates competitive advantage.

Meta routines increase performance and efficiency.

Increased competitiveness acquired through strategic flexibility.
Strategic flexibility positively influences firm performance.
Strategic flexibility is positively associated with firm performance.
Strategic flexibility is related to new product performance.
Strategic flexibility significantly affects firm performance.

Agility significantly affects firm performance (ROA, net margin, and

operating income / assets).

Santos-Vijande (2012)
Ravichandran (2018)

Higher flexibility can increase competitive advantage.

Organizational agility significantly affects firm performance.

ter able to react to changes in product demand,
to increase the pace of innovation, or to expand
into new markets, they are more likely to experi-
ence higher profit, reduced costs, and improved
market share at a later point in time (Sambamurt-
hy et al,, 2003). Table 6 shows the summary of
previous research on the effect of agility on SCA/
Performance.

From the literature review above, this stu-
dy develop hypothesis as follows:

HS: Responsiveness significantly affects sus-
tainable competitive advantage.

H6: Operational flexibility significantly affects
sustainable competitive advantage.

H7: Business relationship significantly affects
sustainable competitive advantage.
METHOD

Sample

This research involves several constructs that
have been put forward in the design of hypotheses.
These constructs exist that serve as exogenous va-
riables are IT-strategy alignment. For endogenous
variables consisting of responsiveness, operational
flexibility, business relationship, and sustainable
competitive advantage. Data collection techniques
used in this study is a type of purposive sampling
method. The population used are all batik SME in
Pekalongan. The criteria used in the sampling re-
quirements in this study are batik SME that have
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been operating for a minimum of 10 years and
have a minimum of 25 employees. Respondents
are 270 managers or Batik SME owners in Peka-
longan. Data collection through face-to-face inter-
views and questionnaires was conducted. Questi-
onnaires collected and filled as much as 199 of the
total respondents, because the other respondents
do not want to interview directly because they are
busy and have limited time During data proces-
sing, there are still 10 data that are inappropriate to
use because it is not filled in completely. The total
sample of this study was 189 respondents or 70%
of the total respondents selected. This sample size
has met the criteria of at least 100 respondents to
be processed with the AMOS SEM program (Fer-
dinand, 2002).

Measurements

The indicator of responsiveness consis-
ting four indicators includes: responsiveness to
changes in demand, innovation, service and pri-
cing. The indicators of operational flexibility are
response times to new product launches by ri-
vals, market expansion, and changes in product
mix. The indicator of business relationship is de-
veloping closer links with suppliers, monitoring
product and service quality, monitoring delivery
times (Sambamurthy et al., 2003). The indica-
tor of IT-strategy alignment includes: utilizing
information technology media for new market
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Table 7. Regression Weights of Indicator Variables

Estimate S.E. C.R. P Label
AIT1 <--- AIT 1.000
AIT2 <--- AIT 662 096 6.863 o par_7
AIT3 <--- AIT 1.193 .145 8.218 o par_8
EQA2 <o EQA 1.032 165 6.260 wok par 9
EQA3 <--- EQA 1.20S 187 6.440 o par_10
EQB3 <o EQB 1.000
EQB2 <o EQB 922 134 6.898 wex par 11
EQBI <o EQB 1.063 150 7.091 *ex par_12
SCA3 <--- SCA 1.000
SCA2 <--- SCA .675 .081 8.377 e par_13
SCAl <--- SCA .810 .096 8.453 E par_14
EQC3 <o EQC 1.000
EQC2 <o EQC 973 168 5.780 wex par 15
EQC1 <--- EQC 1.134 203 5.592 e par_16
EQA4 <o EQA 693 149 4.643 wex par 18
EQAI < EQA 1.000
exploration, marketing program development, RESULT AND DISCUSSION

and product diversity (Jirawuttinaunt & Ussa-
hawanitchakit, 2011). The indicator sustainable
competitive advantage includes: have unique
products, durability and have strategic assets
different from competitors (Barney, 1991).
This study using content validity to test the
validity of the questionnaire, in a way that the ini-
tial survey was first reviewed by asking experts’
opinions in the field of SME about their order and
range of response options, the number of questi-
ons, and how to express them. After know about
people’s opinions, the surveyor distributing the
questionnaires among a number of SME, and
ask to express their ideas about the sentences in
the survey. This study formulating the final ques-
tionnaire after several stages of review and a pilot
phase. This study also ranking all constructs of a
10-point Likert scale from “strongly disagree” (1)
to “strongly agree” (10). To test the construct of
the questionnaire validity, the ones whose results
verified the validity of the questionnaire construct
by confirmatory factor analysis. The research has
used Regression Weights to determine the questi-
onnaire reliability. Table 7 shows the result of reg-
ression weights from AMOS. All indicator variab-
les significant because they have C.R. value > 2.
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The empirical model test is using Structu-
ral Equation Modeling. The model indicates that
Chi-square=141.047 with probability value of
0.002; RMSEA=0.049; GF1=0.914; AGFI=0.879;
CMIN/DF=1.454; TLI=0.932; and CFI=0.945.
Based on this value, the result of the model is a fit
(Table 8). Based on statistically analyzing the re-
sults of this study, it indicates conformity with the
required standard values. Table 8 shows that all pa-
rameters meet the cut of value criteria.

Table 8. The Goodness of Fit Index

Parameter Result Cut  off E xp Ia-
value nation

Chi-Square 141.047 <145.789 Good
(df=97

Probability .002 >.05 Good
RMSEA .049 <.08 Good
GFI 914 >.90 Good
AGFI .879 >.90 Marginal
CMIN/DF 1.454 <2.00 Good
TLI 932 > .95 Good
CFI 945 > .95 Good
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Table 9. Regression Weight of Variables

Estimate S.E. C.R. | Label
EQA <--- AIT 299 .078 3.843 o par_1
EQB <--- AIT .063 .088 716 474 par 3
EQC <--- AIT .103 .076 1.352 176 par S
SCA <--- AIT .039 .096 403 .687 par 6
SCA <--- EQA 274 133 2.059 .039 par_2
SCA <--- EQB 495 .104 4.755 o par_4
SCA <--- EQC 342 118 2.888 .004 par 17

Table 9 shows that from the seven hy-
potheses, empirical data does not support three
hypotheses, because not influence significantly
(CR.< 2), and four hypotheses were have sig-
nificant influence (C.R.> 2). The hypothesis of
IT-strategy alignment affects substantially re-
sponsiveness. The premise of IT-strategy align-
ment does not affect substantially operational
flexibility. The interpretation of IT-strategy
alignment does not affect substantially the bu-
siness relationships. The prediction of respon-
siveness, operational flexibility, and business
relationship significantly affect sustainable com-
petitive advantage. The premise of IT-strategy
alignment does not considerably affect sustaina-
ble competitive advantage.

Direct and Indirect Effect

Table 10 and Table 11 show that indirect
value effect between AIT and SCA larger than
the direct impact between AIT and SCA (0.139
> 0.036). This means that responsiveness, ope-
rational flexibility, and business relationship
mediate correlation between IT-strategy align-
ment and a sustainable competitive advantage.

Table 10. Direct Effect

AIT EQC EQB EQA SCA
EQC .127 000 .000 .000 .000
EQB 066 .000 .000 .000 .000
EQA 389 .000 .000 .000 .000
SCA .036 259 443  .197  .000
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Table 11. Indirect Effect

AIT EQC EQB EQA SCA
EQC .000 .000 .000 .000 .000
EQB .000 .000 .000 .000 .000
EQA .000 .000 .000 .000 .000
SCA .139 .000 .000 .000 .000

The hypothesis of IT-strategy alignment
significantly affects responsiveness. The inc-
rease of I'T-strategy alignment will also increase
responsiveness. Batik SME can utilize infor-
mation technology for exploring new market,
developing marketing program, and product
diversity to changes in demand, innovation,
service, and pricing. The result of this study
support the previous research which states that
smart business network structure improves
agility (Vervest et al., 2004), creating a digital
option platform can enable companies to feel
and respond to rapidly changing market condi-
tions (Overby et al., 2006), the application of
IT electronic integration leads to responsive-
ness (Nazir & Pinsonneault, 2012), IT enab-
les business functions when combined with
complementary coordination mechanisms,
allowing the companies to quickly respond
to customer-based opportunities (Roberts &
Grover, 2012), online customer review volume
has relationship with customer agility (Zhou et
al,, 2018).

The hypothesis of IT-strategy alignme-
nt does not significantly affect operational
flexibility. The increase of IT-strategy align-
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Figure 1 shows the result of the Full Model Analysis.
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Figure 1. The Results of Full Model Analysis

ment will not increase operational flexibility.
Batik SME cannot accelerate response times
to new product launches by rivals, market
expansion, and changes in product mix with
utilizing information technology for further
market exploration, marketing program deve-
lopment, and product diversity. The result of
this study does not support the previous rese-
arch which states that IT-supported informa-
tion processing networks enable operational
agility (Huang et al., 2014), social enterprise’s
IT platforms and related digital options affect
operational agility (Richardson et al., 2018),
IT capabilities has an effect positive on agi-
lity of operational adjustments (Lu & Rama-
murthy, 2011), IT enables business functions
enabling companies to quickly respond to
customer-based opportunities (Roberts &
Grover, 2012).

The hypothesis of IT-strategy alignme-
nt does not significantly affect the business re-
lationships. The increase of IT-strategy align-
ment will not increase business relationships.
Batik SME cannot develop closer links with
suppliers, monitoring product and service
quality, monitoring delivery times with utili-
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zing information technology for new market
exploration, marketing program develop-
ment, and product diversity, because not all
Batik SME in Pekalongan use IT fully. They
are using IT only for sell their product, not
for develop closer links with suppliers, moni-
toring product and service quality, and moni-
toring delivery times. The result of this study
does not support the previous research which
stated that the development of IT-supported
information processing networks enable ope-
rational agility (Huang et al., 2014), the app-
lication of information, and communication
technology increases labor agility (Breu et al.,
2002).

The hypothesis of responsiveness, ope-
rational flexibility, and business relationship
significantly affect sustainable competitive
advantage. The increase of responsiveness,
operational flexibility, and business relations-
hip will trigger the rise of sustainable compe-
titive advantage. Batik SME can have unique
product, durability and have strategic assets
different from competitors if responsive to
changes in demand, innovation, service, and
pricing, accelerate response times to new pro-
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duct launches by rivals, market expansion and
changes in product mix, developing closer
links with suppliers, monitoring product and
service quality and monitoring delivery times.
The result of this study support the previous
research which stated that speed decisions
significantly affect sales growth and profita-
bility (Judge & Miller, 1991); strategic flexi-
bility results in competitive advantage (Teece
et al., 1997); higher flexibility can increase
competitive advantage (Santos-Vijande et
al,, 2012); increased competitiveness gained
through strategic flexibility (Young-Ybarra &
Wiersema, 1999); strategic flexibility positi-
vely influences company performance (Gre-
wal & Tansuhaj, 2001); strategic flexibility
is positively related to company performan-
ce (Worren et al., 2002); strategic flexibility
is related to the production of new products
(Joshi & Sharma, 2004); strategic flexibility
has a significant positive effect on company
performance (Nadkarni & Narayanan, 2007);
and agility has a positive and considerable in-
fluence on company performance (ROA, net
margin, and operating income/assets) (Tal-
lon & Pinsonneault, 2011).

The hypothesis of IT-strategy align-
ment does not significantly affect sustaina-
ble competitive advantage. The increase of
IT-strategy alignment will not trigger the rise
of sustainable competitive advantage. Batik
SME cannot have unique product, durability,
and have strategic assets different from com-
petitors with utilizing information techno-
logy for new market exploration, marketing
program development, and product diversity,
because not all Batik SME in Pekalongan use
IT fully. They are using IT only for sell their
product, not for develop unique product and
strategic assets different from competitors.
The result of this study does not support the
previous finding of research which stated that
IT alignment could improve performance/
sustainable competitive advantage (Zahra &
Covin, 1993; Croteau & Bergeron, 2001; Ber-
geron et al., 2004; Kearns & Sabherwal, 2006;
Oh & Pinsonneault, 2007).
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Responsiveness, operational flexibility,
and business relationship mediate correlation
between IT-strategy alignment and the sus-
tainable competitive advantage. IT-strategy
alignment can indirectly affect sustainable
competitive advantage through responsive-
ness, operational flexibility, and business rela-
tionship. The sustainable competitive advan-
tage of the Batik SME can improve through
IT-strategy alignment with responsiveness,
operational flexibility, and business relations-
hip. The result of this study supports the pre-
vious finding of research, which stated that
adjustment mediates the effect of alignme-
nt on company performance (Bradley et al.,
2012).

CONCLUSION AND RECOMMENDATION

The result shows the importance of
responsiveness, operational flexibility, and
business relationship to improve sustainab-
le competitive advantage of Batik SME in
Pekalongan. Responsiveness, operational
flexibility and business relationship have the
confidence and value that puts customers on
every business decision. It encourages the Ba-
tik SME to improve the sustainable compe-
titive advantage based on the customers’ ex-
pectations. I'T-strategy alignment is essential
to enhance responsiveness, operational flex-
ibility, and business to gain the sustainable
competitive advantage.

In managerial implication, IT-strategy
alignment can improve the sustainable compe-
titive advantage of the Batik SME. IT-strategy
alignment in marketing policy can be done by
utilizing information technology for new mar-
ket exploration, marketing program develop-
ment, and product diversity. Responsiveness,
operational flexibility, and business relationship
are needed by Batik SME to improve sustainable
competitive advantage according to IT-strategy
alignment. Improving IT-strategy alignment
can gain responsiveness, operational flexibility,
and business relationship. Improving respon-
siveness, operational flexibility, and business
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relationship can gain a sustainable competitive
advantage.

The theoretical implication of this re-
search is that develop IT-strategy alignment,
responsiveness, operational flexibility, and
business relationship simultaneously can
improve the sustainable competitive advanta-
ge of Batik SME. The role of IT-strategy align-
ment in improving sustainable competitive
advantage will be more effective if it is done
indirectly through responsiveness, operatio-
nal flexibility, and business relationship. This
implication in line with dynamics capability
theory, resource-based view, and information
processing theory.

The finding of this study contribute to
the development of science, especially ma-
nagement science. The limitation of this re-
search focuses only on the Batik SME with
relatively small sample size and does not
separate the scale of micro, small, and me-
dium enterprises. Leaders or managers of
Batik SME have different abilities in develo-
ping their business. They also have different
views and behaviors towards the willingness
to learn and understand market changes. Re-
sult of this study shows that three hypotheses
was not accepted. An interesting area to other
research with different respondents or variab-
les. Future research also can be applied to the
business sector with a larger scale and broader
geographical area.
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