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The premise of this research is that the SMEs in Southeast Asia,
including Malaysia, are facing difficulties to survive. Recently,
some scholars have argued that the SMEs in Malaysia have a lack
of competitiveness regarding costs, products and services. Thus, this
study aims to provide a better understanding of continuous knowledge
sharing by determining; (1) the effects of organisational capabilities
on competitive advantage among the food processing SMEs in
Malaysia; and (2) the relationship between innovation, networking,
financial capabilities, and competitive advantage. Furthermore, this
study incorporates knowledge and skills as a moderating variable,
renamed as managerial competencies which possibly strengthen
the likelihood that strong organisational capabilities may lead to
competitive advantages. Therefore, this study also aims to determine
the moderating effects of managerial competencies on the relationship
between organisational capabilities and competitive advantage. A
random sampling technique was applied to collect the data from 2,384
SMEs processing food products in Malaysia. A total of 330 SMEs in
the food processing industry had participated in this study. The main
instrument for this study is a set of questionnaire which was adopted
from previous studies. A structural equation modelling using AMOS
was applied in analysing the direct and moderating effect hypotheses.
The fitness index statistics confirmed that the overall model fit and all
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of the paths in the model were statistically significant. The results
support the hypothesised effects of the organisational capabilities
on the competitive advantage. These valuable findings show that
the organisational capabilities explain 93 percent of the variance
in competitive advantage. All three constructs of the organisational
capabilities (innovation, networking and financial capabilities)
individually had significant and positive relationship with the
competitive advantage but with a low strength of relationship
magnitude. Managerial competencies were also found to moderate the
effects of organisational capabilities on the competitive advantage.
In brief, this study contributes to the competitive advantage studies
through a comprehensive empirical research. Focusing on the scale
and scope dimensions, this study highlighted, in particular, the
importance of the firm internal resource capabilities as the potential
influencers of the SME’s competitive advantage. This study provides
useful implications and recommendations for the practitioners and
policy makers on how to help Malaysian food processing SMEs
increase their competitiveness in penetrating the hypermarkets and
further the global market.
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