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Abstract— CSR strategy become manufacture’s policy to
effective controlling all of resources and capabilities. CSR
activities needed powerful commitment to conduct business
especially focus in economically, socially and environmentally.
Strategic organizational through resources and capabilities
determine the type of CSR strategy deployed in manufacturing.
These valuable and unique aspects of CSR strategy be attributed
to the moral and ethics of CSR activity. This study empirically
investigates whether there is an effect of CSR strategy to achieve
competitive advantage at industrial city. The authors conducted a
survey to test the hypotheses and design a SEM to analyze them.
The result showed that the CSR strategies have positive effect on
competitive advantage. Resources and capabilities have positive
effect on CSR strategy. Furthermore, this research is expected to
provide for management in industrial manufacturing have
valuable suggestions for management practices to increase for
implemented of CSR strategy and how achieved the
manufacturing goals especially to win of competitive advantage
in business.

Keywords— Competitive Advantage, CSR Strategy, Resources,
Capability

I. INTRODUCTION

Issue of global organizational learning from CSR practices
carried out in different business units, divisions, and country
operations [1]. Change is an inevitable factor in the
development of any organizations and can be adapted,
adopted, piloted through benchmarking in order to compete in
this competitive business environment [2]. The competitive
advantage development strategies section allows the decision-
maker to define the company determination, the market
definition, the value of the product and the marketing plan [3].
There must be a focus on creating a competitive advantage by
emphasizing cost, quality and on time delivery [4]. Business to
business provides many growth opportunities and benefits for
firms, such as cost reductions, efficiency improvements, better
supplier relationships, access to global markets, new
customers and suppliers, productivity improvements,
increased profits and gains in competitive advantage [5].
Firms must be prepared in advance for situations,
opportunities and threats in the future and firms must have a
long-term view to be successful and develop their capabilities
in the future [6]. Internal firm capabilities and resources have
not been dynamic enough in the past to warrant the use of
transient that too might change in the new business
environment [7]. On this basis capabilities are conceived as

distinct behavioral patterns, which are complex in nature
involving both formal and informal processes [8].
Organizational capabilities are depicted as critical success
factors and these days nearly every organization wants to be
perceived as being capable of doing something in an
outstanding manner [9]. The quantity is resources that can be
mobilized in emerging economy contexts. What makes their
resource base distinct from advanced economy firms are their
overall lower costs such as labor, production, R&D,
marketing, product development [10]. The resource based
view indicates that organizations should focus on
combinations of rare resources that promote an organization’s
competitive advantage [11]. The aim of this study is expected
to implement a CSR strategy in order to winning the
competitive advantage especially business at industrial
manufacturing. The company’s participation to contribute
CSR activities is needed to sustain the existence of industries
especially focus on improvement in business, social and
environmental.

II. LITERATURE REVIEW

A. CSR Strategy

CSR is a continued promise by companies to act ethically,
to contribute to sustainable economic development, and to
contribute to improvement of quality of life of its employees,
their families, as well as local communities and society as a
whole [12]. CSR is a company's sense of responsibility
towards the community & environment that is ecological &
social in which it operates. Companies express this citizenship
in the following ways, through their waste and pollution
reduction processes, by contributing towards educational and
social programs, by earning adequate returns on the employed
resources [13]. CSR is a process with the aim to embrace
responsibility for the company's actions and to encourage a
positive impact through its activities on the environment,
consumers, employees, communities, stakeholders and all
other members of the public sphere who may also be
considered stakeholders [14]. CSR refers to companies taking
responsibility for their impact on society, reflected by the
intention, actions and performance of specific enterprises to
strive to maximize social welfare during the term of their
existence under specific institutional arrangements [15]. CSR
is an organization commitment to conduct its business in an
economically, socially and environmentally and in sustainable
manner whilst balancing the interests of a diverse range of
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stakeholder and another definition CSR refers to the
responsibility taken by organizations and the impact of their
activities on customers, employees, shareholders, communities
and the environment in all aspects of their operations [16].
CSR defined as the ethical behavior of a company towards the
society and CSR is basically a concept whereby companies
decide voluntarily to contribute to a better society and a clean
environment and CSR is represented by the contributions
undertaken by companies to society through its business
activities and its social investment [17].

CSR strategy consists of proactive and reactive. The
planning required to proactively engage in CSR suggests that
consumers may perceive the initiative to be more strategic-
driven, compared to a reactive initiative. Consumers are also
likely to assign higher values-driven attributions to a proactive
versus reactive initiative. Compared to reactive CSR, there is
typically no pejorative information surrounding a proactive
CSR initiative [18]. Furthermore, described proactive CSR is
represented in this study by a pattern of responsible business
strategies that support the economic, social and environmental
principles of sustainable development at a level over and
above that required to comply with government regulations
[19]. Characteristics or CSR pattern included of reactive CSR,
turn-key CSR, issue-based CSR, recipient-based CSR,
integrated CSR [20].

CSR strategy will become more rule based by firms who
aim to effectively manipulate and control their capabilities and
resources that are valuable, rare and not easily imitated
without a perfect substitute available to generate sustainable
competitive advantages [21]. CSR strategy processes
including the requirement for informative communications
rather than persuasive negotiations, and the absence of
resistance within the organizational community [22]. Strategic
CSR focuses on social innovation through company products
and services [20]. Dimension of proactive CSR include
economic growth and prosperity, social cohesion and equity,
and environmental integrity and protection [19]. General
framework for CSR level such as personal driver, strategic
driver, reactive driver. Personal drivers include the attitude,
interests, and beliefs of top management toward the use of
company resources for social causes. Reactive drivers include
the adoption of CSR activities under public pressure to head
off criticism [23]. Social and religious values are important
antecedents of CSR strategy and implementation [20].

B. Competitive Advantage

Competitive advantage is broadly covered in the literature
in terms of cost reductions, differentiation, growth, and quality
[24]. Competitive advantage is obtained when an organization
develops or acquires a set of attributes that allow it to
outperform its competitors [7]. The greatest impact on
competitive advantage is a component of knowledge
acquisition [25]. The major managerial implication should
strengthen their development and rational culture to attain and
sustain a competitive advantage [26]. Competitive advantage
is the one that characterizes that makes something better than
all its competitors [3].

Dimension competitive advantage included cost, quality &
delivery [4]. Company can create and deliver more economic
value than its competitors simultaneously by increasing the
profit and offering the higher benefit to the consumers rather
than to the competitors as following condition of competitive
advantage [27]. The ability to perform an activity better than
its competitors will lead to a sustainable competitive
advantage [3]. Ambitious companies should always be
concerned with how to achieve and sustain a competitive
advantage [24]. Competitive advantages can be created
through innovation, efficiency, quality, and customer
responsiveness [2]. Knowledge can be considered as a
competitive advantage that organizations can hardly imitate its
competitors [25]. Product innovation and service innovation
affect competitive advantage with competition in foreign
countries and needs to be a lifting capacity of supporting
industries that can produce parts with quality, at a low cost
which are delivered on time [4].The way for current business
environment has evolved, opportunities for leveraging
competitive advantage are transient [7]. Culture can only
affect competitive advantage through absorptive capacity and
innovation [26].

C. Capability

Capabilities refer to the freedoms one has to do these
valuable activities or reach these valuable states [28].
Capabilities refer to a corporation’s ability to exploit its
resources. They consist of business processes and routines that
manage the interaction among resources to turn inputs into
outputs [29]. Capability is the capacity for a set of resources to
perform a task or an activity in an integrative manner [30].
The concept of capability as the various combinations of
functioning (beings and doings) that the person can achieve
[31]. The capability approach has made a substantial
contribution to shaping the emergent paradigm to which these
various initiatives relate, but that further development of the
paradigm is required [28]. In the resource based view,
organizational capabilities have been identified as one major
source for the generation and development of sustainable
competitive advantages [32].

Four main ways in which the capability approach has
contributed to a new approach for the social sciences and
policy thinking. First, it argues for human beings and their
quality of life to be the central focus of policy. Second, it
conceives human freedom and the ability to make decisions
that affect one’s life as central to human dignity. Third, it re-
establishes ethics at the heart of policy-making. Fourth, it sets
itself out as an approach and not a theory [28]. In case of
superior performance and a unique historical development,
capabilities are assumed to build the foundation for
sustainable competitive advantage [9]. Resources and
capabilities are essentially unproductive in isolation. The key
to attaining a competitive advantage is the exploitation of a
valuable resource-capability combination [11]. The capability
approach constitutes a significant contribution to social theory
but its potential is diminished by its insufficient treatment of
the social construction of meaning [28]. There are three
critical components of dynamic capabilities, which are
capability possession that is having distinctive resources,
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capability deployment included allocating distinctive
resources and capability upgrading included dynamic learning
and building new capability [33].  The primary premise of the
dynamic capabilities framework is that a firm has operational
capabilities and resources that are directly involved in
enterprise performance by converting inputs into outputs and
dynamic capabilities that influence enterprise performance
indirectly by updating, integrating and reconfiguring a firm’s
existing operational capabilities and resources [34]. A firm
that understands how a given dynamic capabilities is linked to
its existing operational capabilities will be more successful at
renewing its operational capabilities and gaining a competitive
advantage than firms that lack such understanding [35]. The
policy significance of the capability approach can be further
strengthened by paying greater consideration to the political
economy of policy decision-making processes and the ways in
which conflicts and distributions of power are institutionalized
[28].

D. Resources

Resources are an organization’s assets and are thus the
basic building blocks of the organization. Resources include
tangible assets such as its plant, equipment, finances, and
location, human assets, number of employees, skills,
motivation and intangible assets such as its technology such as
patents & copyrights, culture, and reputation [29]. Resources
are inputs into a firm’s production process, such as capital
equipment, the skills of individual employees, patents,
finances, and talented managers [30]. Resource-based insights
as developed in advanced economy contexts do not directly
apply to the internationalization process of emerging economy
[10]. A compliment to this external view in the early stages of
the strategic planning process such as the situation analysis
stage is the resource based view, which takes an internal
orientation by systematically evaluating relevant
organizational resources, which could present potential

competitive advantages [36]. The corporations resources
become sources of competitive advantage if they achieve the
following principles consist of valuable, rare, imitable and
have no strategic equivalent [37]. Resources and capabilities
are part of the firm's internal aspect which customers do not
perceive or value [38]. Resource based view becomes apparent
during resource deployment for strategy implementation [36].
The identification of social and behavioral features of
resources and capabilities has been informed by insights from
evolutionary economics [39]. Resources represent the
strengths and weaknesses of the organization [40].

Firm resources and capabilities, such as organizational
structure, contribute to the development of competitive
strategies that seek to satisfy customers' needs better than
competitors and hence improve firm performance. Resources
and capabilities are not valuable in themselves [14]. Resource
based view perspective only takes managerial resources and
time into consideration [36]. This kind of resources, as
outlined, can help companies to choose and implement
strategies [41]. Considering that in emerging economies
competition appears to be less sophisticated, research
comparing value creation in the same industry but in different
economic contexts can provide some appealing conclusions
about which resources are more valuable in each context [42].

III. CONCEPTUAL FRAMEWORK & HYPOTHESES

The competitive advantage model includes the factors of
marketing, product, value and differentiation [3]. Sustainable
competitive advantage requires manager ongoing development
of resources, searching for new, more efficient combination of
them new ways of organization and management of the
company [43]. Information infrastructure capability has the
potential to increase organizational competitive advantage
[44].

Fig. 1. Research Paradigm

Hence, and based on the previous literature review we
propose:

H1 : Resources have positive direct effect on CSR strategy

H2 : Capability have positive direct effect on CSR strategy
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H3 : CSR Strategy have positive direct effect on
competitive strategy

IV. METHODOLOGY

The main objective of this research was to investigate the
influence of CSR strategy and implication on competitive
advantage at industrial city. This study was aimed for
industrial manufacturing that have implemented CSR strategy
as a sampling frame. Data analysis for the research was
conducted by the researchers using the Lisrel program to assist
in the analysis of the variables as well as the application of the
structural equation modeling analysis of the causal
relationship between variables. The size of the sample has to
be large enough to be used in the data analysis by the
application of the model equations with the structure and the
distribution of data [45]. Data was therefore collected from
200 engaged in industrial manufacturing by use of stratified
sampling. Subsequently, simple random sampling was applied
for each stratified random sampling to the data collected from
the surveyed population. Population consists of manufacturing

in industrial city at Bekasi, Indonesia. The data was collected
from industrial manufacturing distributed through email and
face to face conversations. From the target sample of
questioners, 148 questioner were completed, 52 were
discarded as incomplete. Hence, the final response rate was 74
percent. Data were gathered during the month of Feb until
March 2016. The statistical results obtained from the
questionnaire were analyzed. The final questionnaire
comprised four variables included resources, capability, CSR
strategy and competitive advantage.

V. RESULTS AND DISCUSSION

Table 1 show that profile of respondents, the result reveals
that 29% of the respondents have less 3 years of existence and
20% of the respondents worked over then 10 years. With
regard to the number of employee, 49.5% have biggest
employee with around 26-100 employees and the most of
them around 53.4% respondents with background activities of
automotive industries as the most respondents and have
influence in this survey.

TABLE I. DEMOGRAPHIC RESPONDENT

Analysis model shows that research model fits the data.
Further, testing the hypothesis indicates an analysis of the
influence of the resources, capability, CSR strategy and
competitive advantage. Figure 2 shows the standardized
coefficients for the structural relations tested. As can be seen,
the goodness of fit indices for the structural model show a
good fit and therefore it is feasible to test the proposed
hypotheses. H1 and H2 is supported (β1= 0.39; β2= 0.43) as
resources and capability on CSR strategy. That means

described that resources and capability have a positive direct
effect on CSR strategy. H3 are confirmed (β3= 0.84) is CSR
strategy on competitive advantage. CSR strategy has a positive
direct effect on competitive advantage. These results give
empirical support to the idea that the efforts made by
industrial manufacturing will be rewarded by the projection of
a positive CSR strategy that will lead to increasing
competitive advantage. Therefore, the proposed model is
totally supported by the results.
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Fig. 2. Structural model estimation

The model indicated a confirmatory factor analysis
procedure to access all constructs involved in the study. The
data are the score of 148 respondents in industries on construct
activities. The structural model result shows the achieved
stable model fit estimation. The indicators of fit: Cmin/df =
3.175 (Cmin = 231.75, df = 73); GFI = 0.80; RMR= 0.39; NFI
= 0.79; CFI = 0.84; RMSEA = 0.13. Table 2 empirically

shows that resources and capability have a significant
influence (ß1=0.39, ß2=0.43, p=.0000) on CSR strategy, and
CSR strategy has a highly significant influence (ß3=0.84,
p=.0000) on competitive advantage. These indices suggested
that the structural model provided a good fit to the data at
hand and yielded a corroborating value for the good model fit.

TABLE II. SEM RESULT

VI. CONCLUSION & SUGGESTIONS

This study empirically investigates whether there are an
effect resources, capabilities, CSR strategy and competitive
advantage in industrial city. The authors conducted a survey to
test the hypotheses and design a SEM to analyze them. The
result ensure that resources and capabilities have positive
direct effect on CSR strategy in industrial city. Dynamic and
utility capabilities are the key significant capabilities for
achieving organizational competitive advantage [44]. Another
finding described that CSR strategy has positive direct effect
on competitive advantage especially for implemented at
industrial city. CSR strategy will become more rule based by
firms who aim to effectively manipulate and control their
capabilities and resources that are valuable, rare and not easily
imitated without a perfect substitute available to generate
sustainable competitive advantages [21]. Our empirical

evidence supports all the proposed hypotheses. Moreover, this
study described that CSR strategy has a positive direct effect
on competitive advantage. CSR strategy will become more
manufacture’s policy to effective control and coordinate their
capabilities and resources that are valuable and uniqueness
with commitment to conduct its business in an economically,
socially and environmentally. Proactive CSR involves
business strategies and practices adopted voluntarily by firms
that go beyond regulatory requirements in order to manage
their social responsibilities, and thereby contribute broadly
and positively to society [19]. Strategic organizational through
resources and capabilities may determine the type of CSR
strategy deployed in manufacturing. These valuable and
unique aspects of CSR strategy be attributed to the moral and
ethics of CSR activity.

Such findings are relevant since they add several
contributions to the existing strategic management literature.
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First of all, they provide empirical evidence of industrial
manufacturing are influencing CSR strategy and competitive
advantage. Since previous works have essentially focused on
the role of sustainable manufacturing, this study adds to our
understanding of the effect of CSR strategy and competitive
advantage. By providing relevant information to stakeholder
about industrial manufacturing, the identity based on CSR
strategy and competitive advantage. Second, we show that the
principles of the differentiated of thought regarding the effect
CSR strategy on competitive advantage are met in the research
supporting recent studies. Organizational structures as a
resource or capability that influences the development of
competitive strategy for the achievement of competitive
advantage [38]. The present study has a number of
implications for strategic management practitioners. In order
to contribute in competitive advantage, resources and
capabilities must contribute to delivering products and
services for which customers are willing to pay a profitable
price [46]. The resource based view focus is on competitive
advantage based in internal resources an organization develops
or hires in order to implement specific product market
strategies [47]. This should give in industries that they need to
justify the policy that are associated with sustainable
manufacturing issues. Therefore, it would be interesting to
replicate this study but considering various stakeholders to
ensure that our results are extrapolated to using another
variable especially for manufacturing study such as dynamic
capability, knowledge resources, environmental turbulence,
manufacturing performance and manufacturing capability.
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