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 This study examines the influence of green innovation, customer 

collaboration, and brand activism on the competitive advantage of 

organic food micro, small, and medium enterprises (MSMEs) in 

Jakarta. With increasing consumer demand for environmentally 

friendly and ethically produced goods, MSMEs face the challenge of 

aligning business practices with sustainability and social values. A 

quantitative research design was applied using survey data from 150 

MSME owners and managers. Respondents completed a structured 

questionnaire measured on a 1–5 Likert scale, and data were analyzed 

using SPSS version 25. The results show that green innovation, 

customer collaboration, and brand activism each have a positive and 

significant effect on competitive advantage. Green innovation emerged 

as the strongest predictor, emphasizing the importance of eco-friendly 

practices in differentiating products and improving operational 

efficiency. Customer collaboration also contributed positively, 

highlighting the role of co-creation and consumer trust in sustaining 

market relevance. Similarly, brand activism significantly enhanced 

competitive advantage, reflecting that MSMEs advocating for 

sustainability and social causes build stronger loyalty and brand 

differentiation. The findings contribute to the literature on sustainable 

entrepreneurship and provide practical implications for MSMEs in 

developing competitive strategies that integrate innovation, customer 

engagement, and socially responsible branding. 
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1. INTRODUCTION  

The increasing global awareness of 

environmental sustainability and health 

consciousness has reshaped consumer 

preferences, particularly in the food industry, 

where consumers are now more inclined to 

choose organic food products that are 

perceived as healthier, safer, and 

environmentally friendly. This trend provides 

both opportunities and challenges for micro, 

small, and medium enterprises (MSMEs) 

engaged in organic food production, 

especially in urban centers such as Jakarta, 
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where enterprises must adopt innovative 

strategies that align with sustainability values 

and evolving consumer expectations. 

Consumers in Jakarta show a strong 

inclination towards organic food due to health 

consciousness and environmental concerns, 

which significantly impact their purchase 

intentions [1]. Globally, the organic food 

market is growing at an annual rate of 20–

22%, driven by consumer demand for 

products free from harmful chemicals and 

pesticides [2]. This creates opportunities for 

MSMEs to cater to health-conscious 

consumers who are willing to pay a premium 

for quality products [2]. while organic 

production practices that avoid genetic 

engineering and chemical additives also align 

with consumer expectations for sustainability 

and environmental preservation [3]. 

However, MSMEs face logistical challenges in 

moving organic products to market, 

particularly due to limited production 

volumes and the need for efficient supply 

chains [3], while trust and certification 

processes remain critical as consumers are 

often skeptical about the authenticity of 

organic labels [3]. To overcome these barriers, 

MSMEs can enhance competitiveness by 

adopting sustainable practices and improving 

transparency in their supply chains to build 

consumer trust [4], while also leveraging 

consumer attitudes towards health and 

environmental sustainability to effectively 

position their products in the market [1].  

Green innovation has emerged as a 

critical driver of competitive advantage in the 

organic food sector, referring to the 

implementation of environmentally friendly 

practices, products, and processes that reduce 

negative ecological impacts while enhancing 

business performance. For MSMEs, adopting 

green innovation not only meets consumer 

demand for eco-friendly goods but also 

creates differentiation in increasingly 

crowded markets, while at the same time 

contributing to operational efficiency and 

compliance with regulatory frameworks that 

prioritize sustainability. Green process 

innovation significantly enhances sustainable 

business performance by improving waste 

management and energy conservation 

practices, particularly in the food and 

beverage sector where such innovations lead 

to better sustainability outcomes [5]. In 

developing economies, green process and 

organizational innovations have a more 

substantial impact on business performance 

compared to green product innovations, 

highlighting the importance of process 

improvements in achieving competitive 

advantage [6]. Furthermore, green innovation 

contributes to competitive advantage by 

enhancing brand reputation, enabling 

differentiation, and providing cost leadership 

through resource efficiency and green 

product development, which are critical in 

meeting market demand and regulatory 

compliance [7]. In the context of Indian firms, 

green innovation has been shown to improve 

competitive edge through strategic initiatives 

that align with corporate social responsibility 

and market expectations [7]. The adoption of 

green innovation is also mediated by effective 

business strategies and environmental 

management practices, which foster 

innovation and enhance competitiveness by 

making businesses more efficient and 

responsive to consumer needs [8]. In practice, 

MSMEs in the culinary sector have 

successfully implemented process 

innovations and waste management practices, 

collaborating with local communities to 

prevent environmental pollution and increase 

their competitive advantage [8].  

In addition to innovation, customer 

collaboration plays a vital role in shaping 

competitive advantage by fostering closer 

relationships between MSMEs and their 

customers, enabling co-creation of products, 

better market responsiveness, and improved 

customer loyalty. In the organic food sector, 

where trust and transparency are paramount, 

engaging customers in product development 

and brand communication enhances 

credibility and long-term competitiveness. 

Co-creation involves stakeholders, including 

customers, in the development and 

improvement of products and services, 

leveraging collective expertise to enhance 

outcomes [9], and in the context of organic 

food, this can manifest through exchanging 

ideas on product development and joint 
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technical systems, leading to both monetary 

and non-monetary value creation [10]. Active 

customer engagement in co-creation 

activities, such as collaborative design and 

shared experiences, significantly contributes 

to improved customer satisfaction and 

product innovation [11], while transparent 

communication and customer involvement in 

the production process further strengthen 

trust and loyalty [12]. Moreover, collaborative 

marketing innovation supported by strong 

network ties accelerates time-to-market and 

enhances MSME performance by integrating 

resources for product development and 

promotion [13], with social capital derived 

from entrepreneurial networks serving as a 

strategic resource that enables MSMEs to 

overcome challenges and sustain a 

competitive edge [13].  

Another essential factor influencing 

MSMEs’ success is brand activism, which 

unlike traditional corporate social 

responsibility, requires companies to take 

clear stances on social, environmental, and 

ethical issues; for organic food MSMEs, this 

may involve advocating for sustainable 

agriculture, fair trade, or public health 

awareness, thereby fostering stronger 

emotional connections with consumers and 

differentiating themselves from competitors. 

In the Indonesian context, brand activism can 

significantly enhance competitive advantage 

by aligning business practices with societal 

values, especially when integrated with green 

innovation and customer collaboration to 

create a robust competitive edge. Green 

marketing strategies are crucial for MSMEs to 

remain competitive and sustainable, as they 

not only enhance environmental conservation 

but also build consumer trust and influence 

green purchase behavior [14], while Strategic 

Green Marketing Orientation (SGMO) has 

been shown to positively impact competitive 

advantage and marketing performance, 

emphasizing the importance of strategic 

approaches in green marketing [15]. At the 

same time, consumer engagement and 

sustainable market research are vital for 

building brand loyalty and legitimacy, 

helping MSMEs understand consumer needs 

and preferences [16], with consumer 

involvement in sustainable practices further 

mediating perceptions to increase loyalty and 

legitimacy [16]. Moreover, brand activism as a 

form of corporate social responsibility can 

improve corporate image and generate 

competitive advantage by aligning business 

practices with societal expectations [17], while 

environmental positioning strategies enable 

small-scale agricultural producers to present 

their products more effectively and enhance 

their competitive standing in the market [18].  

Previous research has often focused 

on large corporations or examined these 

constructs in isolation, leaving a gap in 

understanding how these strategies interact 

within small-scale enterprises in emerging 

markets. Therefore, this study aims to analyze 

the influence of green innovation, customer 

collaboration, and brand activism on the 

competitive advantage of organic food 

MSMEs in Jakarta. The findings are expected 

to offer theoretical contributions to the 

literature on sustainable entrepreneurship 

and practical insights for MSMEs seeking 

long-term growth in the organic food sector. 

 

2. LITERATURE REVIEW 

2.1 Green Innovation 

Green innovation is a 

strategic approach that enables 

MSMEs in the organic food 

sector to achieve long-term 

competitiveness by integrating 

environmentally friendly 

practices into their operations, 

aligning with ecological 

sustainability while enhancing 

brand reputation and attracting 

environmentally conscious 

consumers. The adoption of 

green innovation encompasses 

product, process, and 

management innovations that 

collectively contribute to 

sustainable business 

performance, such as green 

product innovation that 

develops environmentally 

friendly products to meet 

consumer demands for 



West Science Social and Humanities Studies   1234  

Vol. 03, No. 09, September 2025: pp. 1231-1242 

sustainability [19], and green 

process innovation in waste 

management and energy 

conservation, which 

significantly improve 

sustainable business 

performance and operational 

efficiency [5].Moreover, green 

innovation reflects a long-term 

strategic commitment to 

balancing economic, 

environmental, and social 

demands, thereby satisfying 

diverse stakeholder expectations 

[20], and ensuring that  MSMEs 

align their business models with 

the expanding green economy to 

secure long-term 

competitiveness and stakeholder 

satisfaction [20]. In this context, 

managerial environmental 

concern plays a vital role in 

moderating the relationship 

between green innovation 

processes and sustainable 

performance, underscoring the 

importance of leadership in 

driving and sustaining green 

initiatives [19].  

2.2 Customer Collaboration 

Customer collaboration in 

the organic food sector is pivotal 

for aligning products with 

consumer needs, enhancing 

trust, and fostering innovation, 

as it involves active customer 

participation in product 

development, feedback, and 

service improvement—an 

approach crucial for maintaining 

credibility and market 

responsiveness. The literature 

highlights that customer co-

creation not only improves 

product quality and reduces the 

risk of product failure by better 

aligning offerings with 

consumer expectations [21], but 

also strengthens competitive 

positioning through deeper 

customer relationships and 

enhanced brand loyalty [21]. For 

MSMEs, co-creation strategies 

serve as cost-effective methods 

to gain insights and achieve 

sustainable competitive 

advantage by leveraging 

customer input for strategic 

marketing decisions and 

improved market positioning 

[22]. Moreover, co-creation 

fosters innovation by 

incorporating customer feedback 

into product and service 

development, leading to more 

innovative and competitive 

offerings [22], while continuous 

feedback loops enable firms to 

anticipate customer needs, 

proactively address potential 

issues, and enhance loyalty and 

satisfaction [22].  

2.3 Brand Activism 

Brand activism represents a 

strategic evolution from 

traditional corporate social 

responsibility (CSR) by requiring 

companies to take explicit 

stances on social, environmental, 

political, or cultural issues, 

thereby aligning brand values 

with societal concerns to foster 

deeper connections with 

consumers and differentiate 

themselves in competitive 

markets. For organic food 

MSMEs, this may take the form 

of promoting sustainability, 

advocating healthy lifestyles, or 

supporting ethical farming 

practices, with empirical 

evidence showing that 

consumers—especially younger 

generations—favor brands 

demonstrating social 

engagement and authenticity, 

which enhances loyalty and 

market positioning [23], [24]. As 

a long-term strategic approach, 

brand activism is reactive in 

addressing societal issues and 

positions brands favorably in 
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consumer perception, as seen in 

companies like Gucci and Puma 

that successfully engaged in 

activism to enhance brand 

positioning [23], [24]. Consumers 

perceive brand activism as 

values-based and externally 

communicated, where 

authenticity is determined by 

measurable actions, brand-cause 

fit, and consistency [25], and 

brands aligning messaging, 

purpose, and values with 

prosocial practices are regarded 

as authentic, building trust and 

loyalty [26]. However, while 

brand activism can increase 

visibility and engagement, it also 

carries risks such as backlash or 

boycotts if perceived as 

opportunistic or inauthentic [24], 

making authenticity and 

alignment with core values 

critical for sustainable impact 

[25].  

2.4 Competitive Advantage 

For MSMEs in the organic 

food sector, achieving 

competitive advantage involves 

leveraging unique product 

attributes, sustainable practices, 

and strong consumer 

relationships, with the Resource-

Based View (RBV) emphasizing 

the importance of intangible 

resources such as innovation, 

customer trust, and brand 

reputation in sustaining long-

term competitiveness. 

Differentiation can be achieved 

through unique product 

offerings, such as the distinctive 

fermentation process used by 

Aroma Khas Poncokusumo 

Tempe Chips, which enhances 

product quality and traditional 

value, alongside continuous 

innovation in product 

development and diversification 

to meet evolving consumer 

preferences [27]. Sustainable 

practices, including green 

supply chain management, play 

a vital role in improving 

operational efficiency and 

strengthening brand image [28], 

while Peruvian organic food 

exporters demonstrate how 

sustainability can be leveraged to 

meet international demand and 

align with global consumer 

preferences for environmentally 

responsible products [29]. 

Building strong consumer 

relationships through market 

orientation—understanding and 

responding to consumer needs—

is also essential for MSMEs to 

remain competitive, supported 

by customer loyalty programs 

and digital marketing strategies 

that enhance brand reputation 

[28]. However, MSMEs face 

challenges such as certification 

costs and profitability gaps, 

which necessitate strategic 

support like government 

subsidies and innovative 

farming techniques to strengthen 

their competitive position [29], 

while long-term sustainability 

further requires investment in 

human capital and knowledge 

management processes [30].  

2.5 Previous Research 

Several studies provide 

insights into the relationships 

among green innovation, 

customer collaboration, brand 

activism, and competitive 

advantage.  Green innovation, 

customer collaboration, and 

brand activism are pivotal in 

enhancing firm performance and 

competitiveness, yet most 

studies have focused on large 

corporations in developed 

economies, leaving a gap in 

understanding these dynamics 

within MSMEs in emerging 

markets like Indonesia. Green 

innovation can significantly 
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enhance product differentiation 

and competitive advantage by 

integrating sustainable design 

into product development, 

meeting growing consumer 

demand for eco-friendly 

products while reducing 

resource consumption and 

pollution—an essential step for 

MSMEs targeting 

environmentally conscious 

markets [31]. Collaborations 

with external partners provide 

MSMEs access to critical 

knowledge and resources, 

enabling the creation of energy-

efficient and environmentally 

friendly products, which is 

particularly beneficial for those 

lacking internal innovation 

capabilities [32]. Customer 

collaboration also plays a key 

role, as engagement with major 

customers can incentivize green 

innovation through stable 

relationships and responsiveness 

to customer expectations, 

especially in competitive and 

polluting industries [33], while 

co-innovation with institutional 

partners can enhance innovation 

efficiency, boost outputs, and 

strengthen market positioning 

through a green orientation [34]. 

Furthermore, brand activism—

though less examined in the 

MSME context—can be inferred 

as a strategy that fosters 

consumer trust and strengthens 

long-term competitive 

positioning, with MSMEs that 

adopt green orientations and 

engage in brand activism likely 

to improve their market presence 

and consumer loyalty, similar to 

larger firms [35].  

2.6 Hypotheses Development 

Based on the theoretical 

foundations and prior research, 

the following hypotheses are 

proposed: 

H1: Green innovation has a 

positive and significant 

influence on the 

competitive advantage 

of organic food MSMEs 

in Jakarta. 

H2: Customer collaboration 

has a positive and 

significant influence on 

the competitive 

advantage of organic 

food MSMEs in Jakarta. 

H3: Brand activism has a 

positive and significant 

influence on the 

competitive advantage 

of organic food MSMEs 

in Jakarta. 

 

3. METHODS 

3.1 Research Design 

This study employs a quantitative 

research design to examine the influence of 

green innovation, customer collaboration, and 

brand activism on the competitive advantage 

of organic food MSMEs in Jakarta. 

Quantitative methods were chosen to enable 

statistical measurement of relationships 

among variables and to ensure objectivity in 

the findings. The research applies a survey 

approach using structured questionnaires as 

the primary data collection instrument. 

3.2 Population and Sample 

The population in this study consists 

of owners and managers of micro, small, and 

medium enterprises (MSMEs) engaged in 

organic food businesses in Jakarta. Given the 

limited accessibility to the entire population, 

purposive sampling was employed to select 

respondents who meet the criteria of being 

actively involved in decision-making 

processes related to innovation, collaboration, 

and branding strategies. A total of 150 

respondents were selected as the sample, 

which is considered adequate for statistical 

analysis in social science research. 

3.3 Variables and Indicators 
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The research model comprises three 

independent variables and one dependent 

variable, namely Green Innovation (X1), 

Customer Collaboration (X2), Brand Activism 

(X3), and Competitive Advantage (Y). Green 

Innovation (X1) refers to the adoption of 

environmentally friendly practices in product 

development, packaging, and processes, with 

indicators including eco-friendly product 

innovation, sustainable process 

improvement, and environmental 

management practices. Customer 

Collaboration (X2) involves the active 

engagement of customers in value creation, 

measured through customer involvement in 

product development, feedback integration, 

and co-creation activities. Brand Activism 

(X3) captures firms’ engagement in social and 

environmental issues beyond traditional CSR, 

with indicators such as environmental 

activism, social justice advocacy, and 

authenticity in brand positioning. Meanwhile, 

Competitive Advantage (Y) reflects the ability 

of MSMEs to differentiate and sustain 

superior market performance, indicated by 

product uniqueness, customer trust, sales 

growth, and market positioning. All variables 

were measured using multiple items on a 5-

point Likert scale ranging from 1 = strongly 

disagree to 5 = strongly agree. 

3.4 Data Collection Techniques 

Primary data were collected using a 

structured questionnaire distributed directly 

to respondents. The questionnaire was 

divided into sections covering demographic 

information, green innovation, customer 

collaboration, brand activism, and 

competitive advantage. To ensure validity 

and reliability, the questionnaire items were 

adapted from prior studies and pre-tested 

with a small group of MSME owners before 

full distribution. 

3.5 Data Analysis Techniques 

The collected data were processed 

using SPSS version 25 through several 

analytical steps to ensure the validity and 

robustness of the findings. First, descriptive 

analysis was conducted to present 

respondents’ profiles and general response 

patterns. Next, validity and reliability testing 

was performed using Pearson correlation to 

assess item validity and Cronbach’s alpha to 

evaluate internal consistency reliability. 

Classical assumption testing, including 

normality, multicollinearity, and 

heteroscedasticity tests, was then carried out 

to confirm the robustness of the regression 

analysis. Multiple linear regression analysis 

was employed to examine the effect of green 

innovation, customer collaboration, and 

brand activism on competitive advantage. 

Finally, hypothesis testing was conducted 

using t-tests and F-tests, with significance 

determined at the 5% level (p < 0.05). Through 

these procedures, the study ensured that the 

empirical findings were valid, reliable, and 

capable of explaining the influence of the 

independent variables on the competitive 

advantage of organic food MSMEs in Jakarta. 

 

4. RESULTS AND DISCUSSION 

4.1 Descriptive Findings 

The descriptive analysis was 

conducted to provide an overview of 

respondents’ characteristics and the 

distribution of responses across the research 

variables. Out of 150 respondents from 

organic food MSMEs in Jakarta, 60% were 

female and 40% male, indicating that women 

play a dominant role in managing and 

owning organic food enterprises. In terms of 

age, 25% were below 30 years, 55% between 

30–45 years, and 20% above 45 years, showing 

that most entrepreneurs are in their 

productive age. Regarding education, 40% 

held undergraduate degrees, 35% completed 

high school, 20% held diplomas, and 5% had 

postgraduate degrees, suggesting that the 

majority possess adequate educational 

backgrounds to adopt innovative and 

sustainable practices. Business experience 

varied, with 48% having more than five years, 

32% between three to five years, and 20% less 

than three years, indicating a balance between 

established and newer MSMEs. In terms of 

scale, 68% employed fewer than 20 workers, 

classifying them as micro or small enterprises, 

while 32% fell under medium enterprises. 

Revenue levels showed that 62% reported 
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annual revenues below IDR 2 billion, 25% 

between IDR 2–5 billion, and 13% above IDR 

5 billion. 

The descriptive statistics of the 

research variables, measured on a 1–5 Likert 

scale, further support these findings. Green 

Innovation scored a mean of 4.12 (SD = 0.58), 

reflecting strong eco-friendly practices such as 

sustainable sourcing, packaging, and waste 

management. Customer Collaboration had a 

mean of 4.05 (SD = 0.61), showing that most 

MSMEs actively involve customers through 

feedback, co-creation, and communication to 

strengthen trust and relevance. Brand 

Activism scored 4.09 (SD = 0.55), indicating 

that MSMEs openly take stances on social and 

environmental issues, particularly in 

advocating healthy lifestyles and sustainable 

agriculture. Competitive Advantage recorded 

the highest mean at 4.18 (SD = 0.57), 

suggesting that respondents perceive strong 

differentiation in terms of product 

uniqueness, loyalty, and credibility. 

Collectively, these findings highlight that 

organic food MSMEs in Jakarta are strongly 

committed to sustainability and customer 

engagement, with green innovation, customer 

collaboration, and brand activism embedded 

in their strategies, thereby enhancing their 

competitive advantage in response to market 

demands for ethical and sustainable business 

practices. 

4.2 Measurement Model Results 

Before conducting regression 

analysis, validity and reliability tests were 

performed to ensure that the research 

instruments were statistically sound and 

capable of accurately measuring the intended 

constructs. Validity was assessed using the 

Pearson Product-Moment Correlation 

between each indicator and its total construct 

score, with results showing that all item 

correlation values exceeded 0.304 and were 

significant at the 0.05 level, confirming 

validity. For instance, items measuring green 

innovation such as eco-friendly product 

design, sustainable packaging, and waste 

reduction demonstrated correlation 

coefficients ranging between 0.522 and 0.716. 

Likewise, customer collaboration items, 

including customer involvement in product 

development and feedback integration, 

produced coefficients from 0.483 to 0.696. 

Brand activism items yielded correlations 

between 0.55 and 0.73, while competitive 

advantage items ranged from 0.601 to 0.755. 

All values surpassed the critical threshold, 

indicating that the indicators effectively 

represented their respective constructs. 

Reliability was then examined using 

Cronbach’s Alpha to assess the internal 

consistency of each construct, yielding strong 

results across all variables: green innovation 

(0.825), customer collaboration (0.808), brand 

activism (0.845), and competitive advantage 

(0.868). Since all values were above the 

minimum threshold of 0.70, the constructs 

were deemed reliable for further analysis. 

These results confirm that the research 

instruments met the necessary criteria for 

both validity and reliability, ensuring that the 

indicators used to measure green innovation, 

customer collaboration, brand activism, and 

competitive advantage were accurate and 

consistent. Consequently, the data collected 

can be confidently used for hypothesis testing 

through regression analysis. 

4.3 Structural Model Results 

After confirming the validity and 

reliability of the research instruments, 

multiple linear regression analysis was 

conducted to examine the influence of green 

innovation, customer collaboration, and 

brand activism on the competitive advantage 

of organic food MSMEs in Jakarta. The 

regression model can be formulated as 

follows: 

Y = β0 + β1X1 + β2X2 + β3X3 + e 

Where: 

Y = Competitive Advantage 

X1 = Green Innovation 

X2 = Customer Collaboration 

X3 = Brand Activism 

The regression analysis produced an 

R² value of 0.64, indicating that 64% of the 

variance in competitive advantage can be 

explained by green innovation, customer 

collaboration, and brand activism, while the 

remaining 36% is influenced by other factors 
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not included in this study. The Adjusted R² of 

0.63 further confirms the robustness of the 

model. The ANOVA test results showed F = 

56.423, p < 0.001, which means the overall 

regression model is statistically significant, 

indicating that the three independent 

variables collectively have a meaningful 

influence on competitive advantage. 

The coefficient analysis (t-test) 

revealed that green innovation (β = 0.312, t = 

4.852, p < 0.001), customer collaboration (β = 

0.278, t = 4.218, p < 0.001), and brand activism 

(β = 0.295, t = 4.673, p < 0.001) each have a 

positive and significant effect on competitive 

advantage. This implies that MSMEs 

adopting eco-friendly designs, sustainable 

packaging, and environmental management 

practices are more likely to differentiate 

themselves in the market; involving 

customers in co-creation and integrating 

feedback strengthens market positioning; and 

advocating for sustainability and social causes 

fosters customer trust and loyalty, supporting 

long-term competitiveness. The regression 

equation derived from the coefficients is: 

Competitive Advantage = 0.412 + 0.312(Green 

Innovation) + 0.278(Customer Collaboration) 

+ 0.295(Brand Activism) + e. These findings 

demonstrate that all three independent 

variables significantly contribute to 

competitive advantage, with green 

innovation exerting the strongest influence, 

followed by brand activism and customer 

collaboration, suggesting a synergistic effect 

between sustainability-oriented innovations, 

customer engagement, and socially 

responsible branding in enhancing 

competitiveness in the organic food sector. 

Discussion 

The findings of this study highlight 

the strategic importance of green innovation, 

customer collaboration, and brand activism in 

enhancing the competitive advantage of 

organic food MSMEs in Jakarta. The results 

are consistent with prior studies and provide 

new empirical evidence in the context of small 

enterprises in emerging markets. 

First, green innovation was found to 

have the strongest positive influence on 

competitive advantage, supporting the 

argument that eco-friendly innovations not 

only reduce environmental impact but also 

create differentiation in competitive markets. 

Green marketing and sustainable supply 

chain practices enable MSMEs to stand out by 

promoting eco-friendly products and 

practices, thereby building consumer trust 

and brand loyalty [36], while the integration 

of Environmental, Social, and Governance 

(ESG) strategies in food sector SMEs has been 

shown to increase market share by 10% and 

productivity by 25%, underscoring the 

advantages of sustainable practices [37]. 

Beyond market differentiation, green 

innovation enhances operational efficiency by 

reducing waste and optimizing resource use 

through green supply chain management 

[38], with the adoption of clean technologies 

resulting in up to a 20% reduction in operating 

costs for SMEs [37]. Despite these benefits, 

MSMEs still face barriers such as high costs 

and regulatory compliance, but policy 

support, financial incentives, and 

collaborative networks can ease the transition 

[39]. In the context of organic food MSMEs, 

adopting sustainable production processes, 

eco-friendly packaging, and environmentally 

responsible supply chains strengthens 

credibility and appeals to health-conscious 

consumers, while the synergy between green 

marketing and sustainable supply chains 

creates a reinforcing loop that enhances both 

operational sustainability and market 

differentiation [36] This indicates that 

sustainability-driven innovation is not merely 

about compliance but represents a strategic 

driver of long-term competitiveness. 

Second, customer collaboration also 

showed a significant positive effect on 

competitive advantage, aligning with the 

theory of co-creation, which emphasizes 

customer involvement in shaping value. For 

MSMEs, collaboration with customers 

provides valuable insights into evolving 

market needs, enables better customization of 

products, and fosters stronger relationships 

based on trust and transparency. Co-creation 

involves stakeholders, including customers, 

in the development process to enhance the 

understanding of consumer expectations [9], 

and practical cases such as Mercur 
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demonstrate how customer participation can 

lead to superior product outcomes [40]. The 

active role of consumers in product 

development allows for greater 

customization, aligning products with 

consumer preferences, reducing the risk of 

failure, and improving product quality, which 

strengthens sustainable competitive 

advantage [22]. Moreover, co-creation fosters 

transparent relationships through dialogue 

and shared decision-making, which are 

crucial for building trust [40], and in the 

organic food sector where consumer trust is 

vital, such transparency enhances customer 

loyalty and brand differentiation [41]. Thus, in 

the context of Jakarta’s organic food MSMEs, 

active customer collaboration not only 

sustains differentiation but also builds long-

term loyalty that reinforces competitiveness. 

Third, brand activism was also shown 

to significantly improve competitive 

advantage, consistent with the view that it is 

a long-term, strategic approach impacting 

both consumers and society by addressing 

existing problems and positioning the brand 

favorably in the market [23]. It requires 

companies to take clear stances on societal 

issues, which can strengthen brand 

positioning and attract consumer attention, 

though it also carries risks such as backlash or 

boycotts if perceived as opportunistic [24]. 

Consumers generally respond positively to 

brand activism, particularly when it is 

perceived as authentic, with factors such as 

measurable action, brand-cause fit, and 

consistency shaping these perceptions [25], 

while its effectiveness depends on the brand’s 

ability to align actions with consumer values 

and societal needs [42]. The case of Oatly 

illustrates how activism can challenge 

established consumption and production 

norms, promote systemic changes, and 

enhance brand legitimacy [43]. For organic 

food MSMEs, activism in areas such as 

sustainability, ethical farming, and healthy 

lifestyles resonates strongly with socially 

conscious consumers, especially younger 

generations, allowing these businesses to 

differentiate themselves while building 

emotional connections that foster loyalty and 

ensure long-term market relevance. 

Collectively, the findings indicate 

that competitive advantage for organic food 

MSMEs in Jakarta is built upon a synergy of 

sustainable innovation, customer 

engagement, and socially responsible 

branding, aligning with the Resource-Based 

View (Barney, 1991), which emphasizes that 

intangible resources such as innovation 

capabilities, trust-based relationships, and 

brand reputation are essential for sustaining 

long-term competitiveness. The study 

confirms that even resource-constrained 

MSMEs can achieve market strength by 

strategically leveraging sustainability and 

social engagement, thereby addressing the 

research gap that has predominantly focused 

on large corporations in developed 

economies. By demonstrating the relevance of 

sustainability-driven strategies in the MSME 

context of developing countries, this research 

highlights that green innovation, customer 

collaboration, and brand activism should not 

be seen as separate initiatives but as 

integrated components of a holistic 

competitiveness strategy, enabling organic 

food MSMEs in Jakarta and similar markets to 

strengthen differentiation, build loyalty, and 

sustain market relevance. 

 

5. CONCLUSION 

The results of this study demonstrate 

that green innovation, customer 

collaboration, and brand activism play critical 

roles in strengthening the competitive 

advantage of organic food MSMEs in Jakarta. 

Green innovation provides the most 

significant impact by enabling businesses to 

differentiate their products through 

environmentally sustainable practices, 

thereby appealing to health-conscious and 

eco-aware consumers. Customer 

collaboration further enhances 

competitiveness by fostering co-creation, 

building trust, and ensuring that products 

remain aligned with consumer needs. Brand 

activism also significantly contributes to 

competitive advantage, as MSMEs that take 

clear stances on social and environmental 

issues gain consumer loyalty and credibility 

in increasingly competitive markets. 
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From a theoretical perspective, the 

findings support the Resource-Based View 

(RBV), which emphasizes the importance of 

intangible resources such as innovation 

capabilities, trust-based customer 

relationships, and socially engaged branding 

in creating sustainable competitive 

advantage. Practically, the study suggests that 

MSMEs in the organic food sector should 

adopt an integrated strategy that combines 

sustainability-driven innovation, active 

customer involvement, and meaningful brand 

activism to achieve long-term market growth. 

Future research could expand the scope of this 

study by comparing MSMEs across different 

industries or regions in Indonesia, as well as 

incorporating mediating or moderating 

variables such as digital transformation or 

government support to provide deeper 

insights into the mechanisms that drive 

competitive advantage in small enterprises.
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