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Abstract: A perusal of the literature shows that a broad frame of references for
organizational success is not adequately developed. Therefore, by taking an interdisci-
plinary approach with a relational perspective, this study takes an integrative and fresh
approach toward illuminating the moderate role of competitive strategy in realizing the
potential influence of supply chain management (SCM) practices on organizational
performance of the manufacture organizations. Using the gathered data of 157 manu-
facturing organizations that operate in Kosovo, this study boosts the margins of the
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The trend of the business environment is chan-
ging fast and current market solidity may sud-
denly turn to uncertainty in the near future. In an
unpredictable market, competitive intensity
changes occasionally. Organizations continu-
ously try to increase their competitive power to
beat their rivals in order to reap the benefits of
gaining the title of the last survivor and market
leader. To cope with this tremendous uncer-
tainty, the highest in the history of mankind,
organizations must be prepared to respond to
unanticipated changes. Thus, they must always
be prepared to act with appropriate resources
and capabilities on hand for the next rounds of
the fight. For that reason, by taking an interdis-
ciplinary approach with a relational perspective,
this study takes an integrative and fresh
approach toward illuminating the role of com-
petitive strategy in realizing the potential influ-
ence of supply chain management practices on
organizational performance.
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existing literature. The findings indicate a positive influence of SCM practices and com-
petitive strategy on organizational performance. In addition, the findings also show that
competitive strategy moderate the relationship between SCM practices and organiza-
tional performance. It highlights that differentiation strategy is necessary to increase the
actual value of SCM practices and makes the organization flourish.

Subjects: Operations Management; Supply Chain Management; Strategic Management

Keywords: supply chain management practices; competitive strategy; organizational
performance; moderation effect; manufacture industry

1. Introduction

In an unpredictable market, competitive intensity changes occasionally. To cope with this tremen-
dous uncertainty, the highest in the history of mankind, organizations must be prepared to
respond to unanticipated changes. They must always be prepared to act with appropriate
resources and capabilities on hand for the next rounds of the fight. The turbulent waters of
international competition of the last few decades have abated concerns over whether internal,
external or industrial factors are more vital to creating, capturing and sustaining a competitive
advantage and organizational success. In this vein, David and David (2017) highlight that an
effective integration of both internal and external factors is crucial to achieving and maintaining
a competitive advantage. Thus, researchers are currently focused on testing the relationship
between strategic instruments and measuring the effect of an integrative strategic model on
oranizational performance, which has opened a new window for future investigations (Islami,
2021b). For instance, insights into specific aspects of SCM are offered on industrial organization
theory, associated transaction cost theory (Miles, 2012), and competitive strategies theory
(Addscdlitei & Guga, 2018). Despite the increased attention paid to SCM the literature does not
offer much evidence of successful implementations (Li et al., 2006).

Because of a lack of a unifying conceptual framework, it can be said, with reason that much
remains unknown about how and when SCM practices resulting from inter-organizational relation-
ships and competitive strategy can provide an improvement to organizational performance. Hence,
the presence of an integrated three-dimensional strategic model, incorporating upstream and
downstream sides of SCM practices, dimensions of competitive strategies and linking such activ-
ities to organizational performance, detracts from the usefulness of the application of previous
results on operational and strategic management.

It is worth mentioning that, several authors highlighted the importance of building this kind of
integrative model. For example, Qi et al. (2011) claim that the influence of the SC strategy in
practice and the method in which organizations build capabilities to support their strategies over
time are yet to be fully explored. Therefore, more work is needed to further explore the impact of
SCM practices on performance by including other areas of the organization and their perspective
(K.C. Tan et al., 2002). Furthermore, Huo et al. (2014) claim that the effects of contextual factors on
competitive strategies, SC integration practices, company performance and the relationships
between them, need to be developed further. Lastly, Kumar et al. (2020) require testing
a moderation effect of the relationship between SCM practices and organizational performance.

To address these concerns, this study aims is to examine, understand and develop the relation-
ship between two strategic instruments, that is, SCM practices and competitive strategy, as well as
their direct and contingency effect on organizational performance. In this respect, through fine-
grained analysis of the literature and by taking the perceptions of the high or mid-level managers
of the manufacturing organizations that have a complete view of the organization’s strategy and
functioning. This study presents three levels of management: firstly, it develops and clarifies SCM
practices and their effect on organizational performance; secondly, it clarifies competitive strategy
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dimensions and their effect on organizational performance; and thirdly, it finds the relationship
between SCM practices and organizational performance, moderated by competitive strategy.

2. Theory informing our study

Organizations cannot operate efficiently if they are isolated from their suppliers and other supply
chain units, so they should go beyond their boundaries in order to be successful in a competitive
market. The role of SCM in improving organizational performance is clear, given that “today, firms
view supply chain management as a strategic tool to increase their competitive advantage”
(Qrunfleh & Tarafdar, 2013, p. 571). Overall, SCM definitions, in essence, have the same meaning,
that is, they try to describe organizations as an integrated process that involves activities or
operations in the distribution channels from suppliers to the final consumer. Thus, SCM becomes
increasingly important as firms started to recognize that SCM is the main factor to create
a sustainable competitive advantage for their business in an increasingly crowded and fierce
environment especially in the digital era nowadays (Kitchot et al., 2020).

2.1. Supply chain management practices development

Upstream and downstream dimensions of the SC have been treated in different studies in order to
define SCM. For instance, Li et al. (2006) represent SCM by five practices: customer relationship,
strategic supplier partnership, level of information sharing, postponement and quality of informa-
tion sharing. Talib et al. (2011) by six practices: strategic supplier partnership, material manage-
ment, customer relationship, information and communication technologies, close supplier
partnership and corporate culture. Bimha et al. (2019) reviewed the main SCM practices, such as:
logistics, management of procurement, information and communications technology, inventory
and customer service in tandem with other SCM associated notions, such as: SC integration, SC
collaboration, customer relationship management and supplier relationship management.

In the present study, the boundaries of SCM are defined including the most important and
applicable practices: strategic supplier partnership, customer relationship, information sharing,
lean manufacturing and postponement strategy, which fit with other variables explored in this
study (Islami, 2021a, 2021b). These five practices cover four dimensions of the SC: upstream and
downstream sides of the SC, information flow through the SC, and internal SC processes.

Strategic supplier partnership means creating an alliance between two or more organizations to
facilitate each other in essential areas, such as: research, marketing, product manufacturing and
distribution, is an important way to manage the SC (Khan & Siddiqui, 2018). It is about building
better relationships with the selected strategic suppliers by which all members of the SC may
benefit (Jacobs & Chase, 2014). A strategic partnership with a supplier should be created based on
the “win-win” partnership principles. The win-win partnership should not be based only on price-
based competition, but mainly on agreed rules for sharing risks and benefits between partners
(Oliver & Delbridge, 2002).

Customer relationship in the SC involves the whole range of practices that an organization employs
aimed at managing complaints, improving satisfaction and building long-term relationships with its
customers (Li et al., 2006). A close relationship among the manufacturer and customers provides the
opportunity to improve the accuracy of demand information, reduce product design and production
planning time, and avoid any inventory obsolescence of the manufacturer, which makes it more
responsive to the needs of its customer (Flynn et al, 2010). Through its connection to product
development and innovation (Song & Di Benedetto, 2008), the customer partnership is related directly
and indirectly to customer satisfaction (Homburg & Stock, 2004), and it allows manufacturers to
create greater value, cut costs and rapidly detect changes in demand (Flynn et al., 2010).

Information sharing designates the degree to which critical and proprietary information is shared
with the SC partner, wherein the accuracy, adequacy, timeliness and reliability of the information

shared refer to the quality of the information (Koh et al., 2007). Information sharing can help reduce
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uncertainty in SC process integration and enhance the organization’s forecasting and cost reduction
capabilities (Liker & Choi, 2004). The service of information sharing is an important component of
a manufacturing firm’s competitive strategy, which helps organizations in their SC environment that
often need to deal with complicated inter-organizational processes (Chan & Chan, 2009).

Lean manufacturing in essence, may be called “efficient manufacturing”. It refers to the elim-
ination of anything that does not add value to the production process, such as material flow,
inventory and set up time (Gorane & Kant, 2015). Lean manufacturing rests on several basic
principles, such as eliminating wasteful activities, pursuing continuous process improvement
with employee involvement, minimizing process variability, maintaining a synchronized flow of
production through visual signals on the shop floor and delegating duties such as quality inspec-
tions and periodic maintenance to line workers (Angelis et al., 2011). Lean can be reflected in two
perspectives: philosophical perspective, which is related to guiding principles or overarching goals,
and practical perspective, which consist of a set of management practices, tools or techniques that
can be observed directly (Shah & Ward, 2007).

Postponement strategy is defined as the practice of pushing forward one or more activities or
operations (sourcing, manufacturing and delivering) to a much later point in the SC (Li et al., 2006),
and as a strategy that purposely delays the accomplishment of a task, instead of beginning it with
inadequate or unreliable information (Yang et al., 2004). The basic principle of postponement is to
increase the supply chain’s flexibility in customer demand by possessing a SC that is able to keep
materials undifferentiated for as long as possible until receiving orders from customers (Lee,
2004). Indeed, postponement seeks to “pull” instead of “push” the manufacturing process, and
thus move inventory from finished goods to semi-finished goods or raw materials (Yeung et al.,
2007), so it could improve quality, reduce cost of product and save time (Mukherjee, 2017).

2.2. Competitive strategy development

Competitive strategy is focused on illuminating the processes regarding how an organization can
develop a competitive advantage in the industry in relation to its competitors (Danso et al., 2019).
In measuring competitive strategy this study involves cost leadership strategy, differentiation
strategy, and integrated strategy.

Cost leadership strategy gives priority to the production of standardized products at a low
per-unit cost, which is designed for price sensitive consumers (David & David, 2017). The
provider’s foremost strategic objective of the cost leadership is to operate on explicitly lower
costs than rivals although not necessarily the lowest possible cost (Thompson et al., 2018).
The orientation of organizations that pursue a cost leadership strategy aims to operate
efficiently its value chain activities, which enables it to reduce the production cost and
exceed the current market share. Thus, in the cost leadership viewpoint, an organization
must produce its product using the lowest amount of capital and the lowest possible cost of
scale (Dombrowski et al., 2018).

Differentiation strategy, an organization adopts a differentiation strategy when it strives to be
unique in its industry (or to be perceived as unique) through some dimensions of its product/
service that customers value widely (Tanwar, 2013). Thus, an organization may charge a premium
price to customers for its unique products, which distinctness can be associated with product
design, the technology used, the firm’s brand image, product features or customer service
(Tanwar, 2013). Lapersonne (2017) points out that choosing differentiation strategy with a value
proposition that emphasizes uniqueness on certain attributes involves a higher cost due to the
aggregation of value on certain activities of the value chain. And all this process will require
customers to pay a higher price. To avoid this phenomenon Lapersonne (2017) suggests that the
configuration of the differentiated attributes of its value proposition has to once be defined, and
then the organization can exploit the operational efficiency of its value-chain activity.
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Integrated strategy, an integration of cost leadership and differentiation strategy creates value
by optimizing the trade-off between product cost and quality (Dostaler & Flouris, 2006). Integrated
strategy allows organizations to easily adapt to dynamic macroeconomic conditions (Moir &
Lohmann, 2018), where organizations that operate in a dynamic environment must be more
flexible and responsive in pursuit of an integrated competitive strategy to be more successful
(Danso et al., 2019). Thus, in light of the numerous benefits related to both low-cost and differ-
entiation strategies, it is acceptable for some organizations to choose to adopt the integrated
strategy, where the disadvantages of one strategic orientation are counterbalanced by the advan-
tages of the other (Kim et al., 2004).

2.3. Organizational performance measurement
This study follows the method used by Huo et al. (2014) and Islami (2021b) where organizational
performance was measured using two dimensions: operational performance and financial performance.

Operational performance aims to measure organizational success in non-monetary terms, or to
be more specific, it is focused on finding items that provide a competitive advantage rather than
on financial-focused factors, such as return of investments or net profitability. There is no standard
list of non-financial criteria that should be used by all studies that measure operational perfor-
mance, but it rather depends on the nature of the work (Islami, 2021b). This study uses five criteria
to represent operational performance: overall product quality, responsiveness to customers, cus-
tomer service level, delivery speed and delivery dependability.

Financial performance aims to measure the financial aspect of organizational development.
Financial metrics have served as a tool for comparing organizations among themselves, to an
industry average norm, to benchmarking organizations and evaluating an organization’s behavior
over time (Holmberg, 2000). The current study uses seven monetary items to measure financial
performance: return on investment (ROI), growth in return on investment, growth in sales, return
on sales (ROS), growth in return on sales, growth in market share and growth in profit.

2.4. Hypotheses development

2.4.1. The influence of SCM practices on organizational performance

As organizational competition moves beyond individual organizations on the supply chains, it is
not enough to focus only on improving intra-organizational quality management practices (Hong
et al.,, 2019) in order to improve its whole SC. Several studies argue a positive relationship between
divergent perspectives of SCM practices and organizational performance (e.g., see Quang et al,,
2016; Truong et al., 2017). But, these studies viewed SCM practice as independent variables,
focusing mainly on their direct effects (Duong et al., 2019). For instance, strategic supplier partner-
ship may produce organizational benefits in terms of financial performance (Stanley & Wisner,
2001), customer partnership is reported to enhance organizational performance (K. C. Tan et al,,
1998), and information sharing between organizations has been recognized as a competitive
means that enhances firm performance (Whipple & Russell, 2007). The divergence perspectives
on SCM practices and their role in performance outcome motivate examining the potential role of
SCM practices on organizational performance to better understand their value and relevance to the
organization operating amid increased uncertainty and volatility in a dynamic and complex
environment. Thus, in view of the theoretical arguments and pertinent empirical evidence
(Golgeci & Kuivalainen, 2020), SCM practices that are closely related could be expected to have
a largely positive role in enhancing the organization’s performance. This study, therefore, proposes
the hypothesis:

H1: An organization’s SCM practices have a positive influence on its organizational performance.
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2.4.2. The moderating influence of competitive strategy on the relationship of SCM practices
and organizational performance

Recently, nearly all business functions are headed and connected with overall organizational
strategy (Gold & Heikkurinen, 2013). Measuring the relationship between competitive strategy
(cost leadership and differentiation strategy) and sustainable financial performance, Banker
et al. (2014) and Islami et al. (2020a) argue that both strategies have a positive effect on firm
performance, even though the differentiation strategy has precedence on this relationship com-
pared to the cost leadership strategy. Danso et al. (2019) presented a positive effect of integrated
strategy on financial performance. Further, Li and Li (2008) considered that an organization’s
superior performance can be achieved since its reliance on integrated strategic orientation is
tantamount to existing organization-specific conditions. Despite these findings, there appears to
be a lack of empirical research investigating the relationship between competitive strategies and
organizational performance in the manufacturing industry (Lee et al., 2010). Consequently, this
study, proposes the hypothesis:

H,: An organization’s competitive strategy, as cost leadership, differentiation or integrated strategy
has a positive influence on its organizational performance.

Since organizations have to contend with competing priorities and business practices within and
across their boundaries (Golgeci et al., 2019), competitive strategy might be crucial in leveraging
potential synergies between SCM practices and organizational performance, which integrates and
uses them wisely toward achieving a specific position in a competitive market.

With the emerging of SCM, the alignment of competitive and SC strategies turn into a challenging
new task (Qi et al,, 2011). In uncertain and difficult times, cooperation may be rewarded within the
firm and among the SCM partners (Golgeci & Kuivalainen, 2020) in order to find a course toward
organizational success. In this case, a competitive strategy may provide an incentive which strength-
ens the relationship between SCM practices and organizational performance.

Distinctive SC practices ought to be aligned with competitive strategies, where
a focal organization invests and develops suppliers with the intention of improving their efficiency
and increasing possible collaborative advantages (Hoejmose et al, 2013). SC researchers e.g.,
(Gonzalez-Benito, 2010; Hoejmose et al., 2013) have analyzed the relationship between competitive
strategies (cost leadership strategy and differentiation strategy) and SC activities, clarifying the knowl-
edge for their alignments with the aim of maximizing competitive performance. Pursuing a cost
leadership strategy or a differentiation strategy requires making changes in the organization’s SC
activities in order to synchronize them with the competitive strategy selected. Thus, by boosting the
competitiveness of the SC, a competitive strategy affects organizational performance (Soni & Kodali,
2011). This study expects that competitive strategies would positively moderate the relationship
between SCM practices and organizational performance, since the entity as a whole could give
a more unified response to the SC partners, due to joint inducements to work together to improve
organizational achievement. Based on the discussion above, in order to have a thorough understand-
ing of the moderating role of competitive strategies on the correlation between SCM practices and
organizational performance, the current study, therefore, proposes the final set of hypotheses:

Hs: The positive relationship between SCM practices on organizational performance is strengthened
when firms pursue a cost leadership strategy.

H,: The positive relationship between SCM practices on organizational performance is strengthened
when firms pursue a differentiation strategy.
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Figure 1. Conceptual frame-
work of this study for testing
variables.

Source: first author

Hs: The positive relationship between SCM practices on organizational performance is strengthened
when firms pursue an integrated strategy.

3. Research methodology

The process of conducting this study includes seven phases: (1) examining the prior literature
regarding SCM practices, competitive strategies and organizational performance, (2) discovering
and analyzing existing literature for constructing an integrative conceptual model that fits with the
research typology used in this study, (3) searching for elements that each testable variable should
contain, (4) preparing questionnaires finding practices that each instrument and items that each
practice should contain, (5) pre-pilot study, (6) pilot study, and (7) large-scale data analysis.

3.1. Conceptual framework and questionnaire designed

A visualization of the relationships between variables of the current study is shown in Figure 1, that
is, the research framework. Indeed, the conceptual diagram seeks to explore the possible relation-
ship between variables, which aim to build a typical model, of the way that variables tend to be
found in relation to each other. The moderation of the direct effect of the research variables used
in this study is adopted by Hayes (2018).

Questionnaires were designed including three strategic instruments, such as SCM practices,
competitive strategy and organizational performance. When the existing literature could not
provide consistent and valid measures, new measures were developed, based on the author’s
understanding of the constructs, observations during company visits, and interviews with several
high-level managers and academics. The constructs and measures used in this study are shown in
Appendix 1.

Since the scales drawn from the existing literature were in English, to ensure the questionnaire’s
reliability, the English version was developed first, reviewed and then translated into Albanian by
an English language expert and controlled by a knowledgeable Kosovan professor of management.
The Albanian version was then translated back into English by a different professor of English and
a strategic professor fluent in the English language. Some questions in Albanian were reworded to
better mirror the original meaning of the questions in English.

We used the existing validated scales for measuring SCM practices (Chen & Paulraj, 2004;
Jayaram et al., 2014; K.C. Tan et al, 2002; Li et al., 2006; Shah & Ward, 2002; Wu et al., 2014),
competitive strategy (Danso et al., 2019; Huo et al, 2014; Lee et al,, 2010), operational perfor-
mance (Huo et al., 2014) and financial performance (Flynn et al., 2010; Golgeci & Kuivalainen,

Competitive Strategy:
- Cost leadership strategy
- Differentiation strategy

- Integrated strategy 2
|
Hs}
SCM Practices: Hai
- Strategic supplier partnership Hs{ Organizational Performance:
- Customer relationship Hi v Sreanizational ! erlormance:

» - Operational performance
- Financial performance

t

Control Variables:
- Organization size
- Market competition

- Information sharing
- Lean manufacturing
- Postponement strategy
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2020; Huo et al.,, 2014; Qi et al., 2011), items were modified for the purposes of the current study.
Respondents indicated this on a seven-point Likert-type scale ranging from 1 to 7.

It is worth clarifying that, to measure integrated strategy, are followed Aulakh et al. (2000),
Acquaah (2007), and Danso et al. (2019). Where, to examine the impact of the simultaneous
implementation of cost leadership and differentiation strategies in moderating the impact of SCM
practices on organizational performance, one variable is included in separate model (Acquaah,
2007). To classify the integrated strategy, an interaction between the cost leadership and differ-
entiation strategies is created (CosLea_x_DiffStr) using their centered (de-meaned) values (Aulakh
et al,, 2000; Hayes, 2018).

In this study, is controlled for organization size and market competition, which are likely to
influence our results. Organization size is controlled because it may impact financial resources
(Brammer & Millington, 2006). Organization size was measured as the natural logarithmic trans-
formation of the number of full-time employees (Danso et al., 2019). Market competition is
included as a control variable as the organizations that operate in high dynamic industries have
a shorter product life cycle (Koufteros et al., 2007), and show higher revenue volatility and
customer turnover compared to those in low dynamic industries (Wu et al., 2014). This study
followed Acquaah (2007), where respondents were asked on seven questions to indicate the
degree to which the activities had taken place in their organization’s industry between
March 2017 and March 2020 (see Appendix 1).

3.2. Pre-pilot Study, Pilot Study and Large-Scale Method

In the pre-pilot study, research items were reviewed by fifteen doctoral and master’s students of
the management department, three professors (one strategic management professor, one opera-
tional professor and one financial management professor), and re-evaluated through structured
interviews with two practitioners who were asked to remark on the appropriateness of the
research constructs. Next, the first version of the questionnaire was pre-tested in 10 manufactur-
ing organizations from Kosovo, which involved face-to-face discussions.

In the pilot study stage using the Q-sort method, SC managers were asked to act as judges and
categorize the items into the five dimensions of SCM practice. A strategic manager was asked to
place the items into the two dimensions of competitive strategy and into the operational perfor-
mance dimension. And financial managers were asked to place the items into the dimension of
financial performance.

For large-scale method, the sampling frame used for the purposes of this study was based on
the registry of the Kosovo Agency of Statistics. Six hundred organizations that met our selection
criteria were randomly selected among a total of 10,190 organizations registered within KAS. Of
the 600 manufacturing organizations, only 447 organizations had updated contact information. It
was made sure that firms that were contacted had a minimum of 10 full-time employees, whereas
the maximum number was not limited. The respondents sought in these organizations were those
high and mid-level managers that have inclusive responsibilities enabling them to have a clear
understanding and a complete view of the organization’s strategy and functioning, and financial
managers that oversee financial aspects of the organizations.

The data was collected during the period of July-September 2020. Gathering data from respon-
dents passed through two waves. In the first wave, dual respondents from each participant
organization were required, where high and mid-level managers of 447 organizations were
approached in person with an online questionnaire to obtain information on SCM practices,
competitive strategy and operational measures. The questionnaires were mailed, along with
a cover letter clarifying the study’s objectives. Follow-up telephone calls and mailings were used
to improve the response rate. A total of 346 responses were obtained from 173 organizations, with
an effective response rate of 29% of the sample. After screening, two of the questionnaires were
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Table 1. Characteristics of sample organizations (N = 157)

Characteristics Number Percent (%)
Industry sector

a. Food 31 ' 19.7 %

a. Textile 7 4.6 %

a. Construction 63 40.2 %

a. Wood 15 9.8 %

a. Metal 11 7.1 %

a. Plastic 6 . 39%

a. Chemical 5 2.6 %

a. Other 19 12.1 %

Number of employees

10-49 96 61.2 %
50-249 57 363 %
>250 4 25 %
Firm age .

<10 49 312 %
11-20 41 26.1 %
>20 67 42.7 %
Annual revenue (2019 value)

< €1 million 71 45.5 %
€1 million-10 million 80 513 %
>€10 million 5 32%
ISO—(Quality management systems)

ISO 9001: 2000 87 55.4 %
ISO 9001: 2015 16 10.2 %
ISO/TS 16949: 2002 7 . 4.5 %
Other standards 47 29.9 %

Source: First author by his doctoral dissertation

found to be incomplete, and six organizations returned surveys with a single response. These
questionnaires were rejected, leaving 165 usable responses. Two months after the first wave, the
finance managers of the 165 organizations were contacted in person to tap financial performance
measures. A total of 161 questionnaires were obtained from the finance managers, four of which
had not been filled in and were discarded. Finally, 157 samples were used in our subsequent
analyses, with an effective response rate of 26% of the sample, which was deemed adequate for
our study.

Key characteristics of the sample organizations are summarized in Table 1. The results show that
a large percentage of our respondents are from the construction and food sectors. Over half of the
responding organizations had less than 49 employees, and about 43% had over 20 years of work
experience. Our analysis shows that the responding organizations had adopted at least one
international quality standard.

The current study addressed potential non-response bias during the data collection process
through two means. Firstly, to mitigate the possibility of common method bias, dual respondents
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from each participant organization were required to be included in the final analysis for all
variables except financial performance. The issue of common source bias is a critical one, and
can arise when the same respondent provides the measure of predictor and criterion variables
(Podsakoff et al., 2003), who stressed that such issues may be expected to be minimized by tacking
two responses from two different respondents of the same organization.

Secondly, Harman'’s single-factor test is used as a statistical remedy to identify common-method
bias (Podsakoff et al., 2003). The results showed that no single factor is found to explain more than
fifty percent (>50%) of the variance. Consequently, there was no serious common-method bias in
this study.

4. Data analyses and measurement

The purification and reliability of the measurement for first and second-order variables were
checked using the exploratory factor analysis (EFA) and confirmatory factor analysis (CFA). The
IBM SPSS AMOS 26 package software was used to analyze the model fit of second-order con-
structs. To measure the model fit this study similar to Islami (2021b) uses five criteria: chi-square
divided by degree of freedom (x2/df); IFI; NNFI; CFI; and SRMR.

4.1. Validation of first and second-order constructs
To detect the underlying dimensions a maximum likelihood factor analysis with promax rotation
was used. For simplicity, only loadings above .45 (Hair et al., 2019) are displayed in Table 2a-2d.

For SCM practices (SCMp), a factor analysis was initially conducted using the 25 items that measure
the five first-order constructs. An initial factor analysis indicated that six items had a low-loading on
their respective factors (see appendix 1). After removing these six items, the 19 remaining items were
factor analyzed and the results indicated that all items loaded on their respective factors with
loadings above the recommended cut-off value of .45, all of the t-values were greater than 2.0
(Huo et al.,, 2015), and none of the items cross-loaded on other factors, as shown in Table 2a.

The competitive strategy (CS) construct was initially represented by two dimensions and 12
items. An initial factor analysis indicated that two items had a low-loading on their respective
factors. After removing these two items, the remaining items were factor analyzed and the results
indicated that all items loaded on their respective factors with most loadings above the recom-
mended cut-off value of .45, all of the t-values were greater than 2.0, as shown in Table 2b.

When organizational performance (OP) was factor analyzed, two factors emerged with one over-
loading item (OpePer_3 over-loaded its factor). OpePer_3 was removed and factor analysis was
performed on the remaining items, and the results are shown in Table 2c. It can be seen that all
items loaded on their respective factors, with most loadings above .45 and all of the t-values were
greater than 2.

Finally, the market competition (MC) construct was initially represented by one dimension and
seven items. An initial factor analysis indicated that one item: MarCom_2 had a low-loading on its
factor. After removing this item, the remaining items were factor analyzed and the results
indicated that all items loaded on its factor, with most loadings above .45 and all of the t-values
were greater than 2.0 (Table 2d).

To discuss assessing the reliability of the constructs were used Cronbach’s alpha. Table 3 report
the number of items and reliability values for each of the constructs, means and standard
deviations. The reliability values for all constructs were higher than the suggested threshold of
0.7, which are considered acceptable (Hair et al., 2019), and further confirms the reliability of the
measurement items.
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Table 2. Measurement items (with factor loadings) for first-order constructs
a. SCM practices

KMO test Approx. x2 0.867 >0.80
Bartlett test df 1898.882 <0.05
Sig. 171
.000
Factor t-value Eigenvalue | % of variance | Cumulative
Loadings ° % of variance
Strategic supplier partnership 1.254 6.602 60.351
SupPar_2 0.883 11.762
SupPar_3 0.757 10.319
SupPar_4 0.682 10.752
SupPar 5 0.588 7.654
Customer relationship 6.457 33.986 47.803
CusRel_2 0.970 10.759
CusRel_3 0.782 12.085
CusRel_4 0.519 12.713
CusRel_5 0.921 13.164
Information sharing 2.625 13.817 13.817
InfShar_1 0.611 12.482
InfShar_2 0.928 14.604
InfShar_3 0.846 11.517
InfShar_4 0.760 10.062
InfShar_5 0.780 8.982
Lean manufacturing 11.970 11.970 11.970
LeaMan_2 0.886 13.139
LeaMan_3 0.910 8.452
LeaMan_4 0.536 6.812
LeaMan_5 0.495 6.812
Postponement strategy 0.891 4.691 65.042
PosStr_1 0.764 8.454
PosStr_2 0.992 10.251
b. Competitive strategy
KMO test Approx. x2 0.890 >0.80
Bartlett test df 855.213 <0.05
Sig. 45

.000
Cost-leadership strategy 1.034 10.341 58.424
Coslea_1 0.786 9.513
CoslLea_2 0.950 13.595
CoslLea_3 0.638 13.246
CoslLea_4 0.605 10.995
CosLea_6 0.578 6.043
Differentiation strategy 4.808 48.083 48.083
DiffStr_1 0.512 9.628
DiffStr_2 0.702 10.791
DiffStr_& 0.761 12.163

(Continued)
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KMO test Approx. x2 0.867 >0.80
Bartlett test df 1898.882 <0.05
Sig. 171
.000
Factor t-value Eigenvalue | % of variance = Cumulative
Loadings ° % of variance
DiffStr_5 0.943 11.754
DiffStr_6 0.802 9.465

c. Organizational performance

KMO test Approx. x2 0.852 >0.80
Bartlett test df 1080.784 <0.05
Sig. 55
.000
Operational performance 1.482 13.473 58.750
OpePer_1 0.684 9.820
OpePer_2 0.743 11.321
OpePer_4 0.870 12.665
OpePer_5 0.995 14.231
Financial performance 4.980 45.277 45.277
FinPer_1 0.689 8.765
FinPer_2 0.837 9.186
FinPer_3 0.658 12.695
FinPer_4 0.701 7.877
FinPer_5 0.680 6.391
FinPer_6 0.607 11.261
FinPer_7 0.722 8.542

d. Market competition

KMO test Approx. X2 0.801 >0.80¢
Bartlett test df 277.810 <0.05¢
Sig. 15
.000
Market competition 3.061 51.022 51.022
MarCom_1 0.689 8.935
MarCom_3 0.615 6.860
MarCom_4 0.537 5.573
MarCom_5 0.658 8.693
MarCom_6 0.763 10.279
MarCom_7 0.580 7.303

Note: # The cutoff values suggested by Hair et al. (2019) Source: first author by his doctoral dissertation
bAll loadings are significant at p <.001 (***).

Then, the confirmatory factor analysis (CFA) measurement models were run to estimate first-
order construct validity. The results indicated that for all constructs, the composite reliability (CR)
and average variance extracted (AVE) estimates were above the recommended thresholds of 0.7
and 0.5, respectively, which indicates convergent validity (Bagozzi & Yi, 2012). Discriminant validity
was evaluated and showed that the square roots of AVE on diagonal were greater than correla-
tions in all cases Table 4, as a result discriminant validity was confirmed.
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Table 3. Means, standard deviations and reliability of the first-order constructs of (a) SCM

practices, (b) competitive strategy, (c) organizational performance and (d) market competition

Construct # Items Cronbach’s alpha Mean St. Dev.
(reliability)

d. SCM practices

Strategic supplier partnership (SSP) 4 0.820 4.678 1.012

Customer relationship (CR) 4 0.905 5.069 0.596

Information sharing (IS) 5 0.892 4.552 0.632

Lean manufacturing (LM) 4 0.804 5.240 0.794

Postponement strategy (PS) 2 0.865 5.120 1.575

(b) Competitive strategy

(1) Cost-leadership strategy (CL) 5 0.847 5.487 0.957

(1) Differentiation strategy (DI) 5 0.860 6.113 0.959

(c) Organizational performance

(1) Operational performance (OP) 4 0.878 5.943 0.653

(1) Financial performance (FP) 7 0.878 5.130 0.736

(d) Market competition (MC) 6 0.802 4.575 0.904

Source: First author

In second-order models, a second condition must be met for convergent validity (Huo et al,,
2015; Peng et al., 2007), the first-order factors “factor scores” must load significantly on their
respective second-order factors. The CFA results presented in Table 5a and 5b show that
the second-order factor loadings were greater than .45 (most of loadings were greater than
0.70), and all of the t-values were greater than 2.0, demonstrating convergent validity.

Additionally, this study measured the credibility for each second-order construct, using target
coefficient index that compares chi-square values of first-order and second-order models (Li
et al., 2006). SCM practices, the fit statistics for the second-order construct are shown in
Table 5a, where (x?/df, IFI, NNFI, CFI, RMSEA, and SRMR) represent a good model-data fit
(Hair et al., 2019). The coefficients were all significant at p < .001. The target coefficient
index is 94.4%, which is strong evidence of the existence of a higher-order SCM practices
construct. Organizational performance (Table 5b), the fit indexes for the second-order model
also showed a good model-data fit. The coefficients were all significant at p < .001. The target
coefficient index is 100%, indicating the existence of a second-order competitive advantage
construct.

4.2. Hypotheses testing

Table 6 provides the means, standard deviations, and correlations among the main variables. It
shows significant correlations between variables. Indeed, the variance inflation factors (VIFs) of
the study variables were all less than 10, indicating that there is no cause for concern regarding
multicollinearity (Hoejmose et al., 2013).

Firstly, to measure if larger organizations are more likely to influence the implementation of
supply chain compared to smaller organizations because they possess the resources and capabil-
ities necessary to execute complex processes across partners (Li et al., 2006; Wu & Chang, 2012).
Model O, tests the relationship between organization size and SCM practices. Results show that
organization size is significant and positively related to SCMp (p < 0.01), which indicates that, in the
sample, larger organizations apply more SCM practices than smaller organizations. Then, a series
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Table 5. CFA results of second-order constructs

Second-order First-order Loading t-value® Reliability
construct constructs
a. SCM practices 0.748
Strategic supplier 0.613 5.558
partnership
Customer 0.913 10.834
relationship
Information sharing 0.811 7.548
Lean 0.711 5.653
manufacturing
Postponement 0.360 4.182
strategy
Chi-square Chi-square Ratio (208.637/220.994) = 94.4%
(x?) = 220.994 (x?) = 208.637
The model fit indexes for second-order constructs are: x?/df = 1.545; IFI = 0.958; NNFI = 0.949; CFI = 0.957;
SRMR = 0.0586.
b. Organizational 0.821
performance
Operational 0.856
performance
Financial 0.749
performance
Chi-square Chi-square Ratio (76.842/76.842) = 100%
(x%) = 76.842. (x?) = 76.842.

The model fit indexes for second-order constructs are: x%/df = 1.921; IFI = 0.966; NNFI = 0.952; CFI = 0.965;
RMSEA = 0.077; SRMR = 0.0541.

9All of the t-values are significant at the 0.001 level (***). Source: First author by his doctoral thesis

Table 6. Descriptive statistics and correlation matrix of the main variables (N = 157)

Variables SCMp | CosLea | DiffStr | IntStr OrgPer | MarCom | OrgSiz
SCM practice (SCMp) 1

Cost-leadership strategy 0.427* | 1

Differentiation strategy 0.523** | 0.681** 1

Integrated strategy® -.108 —-.557* =546 | 1

Organizational performance | 0.440* | 0.649** 0.629** | —543* | 1

Market competition 0.206™ | 0.270* 0.258** | -.059 0.231* 1

Organization size® 0.232* 0.083 0.195* —-.064 0.185* 0.092 1
Mean 8.275 5.487 6.113 0.712 4.555 4.575 1.572
St. Dev. 0.974 0.957 0.959 1.656 0.506 0.904 0.362

*p < 0.05; **p < 0.01. Source: First author
%s created (CosLea_x_DiffStr) using their centered (de-meaned) values.
®Log of number of employees

of hierarchical multiple regression analysis was used to test hypotheses. Table 7 summarizes the
regression results. Model I tests the relationship between the control variables and organizational
performance. Organization size is significant and positively related to organizational performance
(p < 0.05), which indicated that larger organizations achieve better organizational performance
than smaller organizations. In Model II, the SCM practices variable is added to Model I, it
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significantly improves the explanatory power of Model I as indicated by the F-test for the change in
adjusted R? (R? = 13.6%, F > 27.466, p < 0.001), and it is therefore clear that SCM practices plays
a significant role in performance of the manufacture organizations. The result shows that SCM
practices is positively and significantly related to organizational performance (p < 0.001), thus
supporting Hy (Hy1).

In Model III, to measure the direct effect of the competitive strategy variables, cost leader-
ship and differentiation strategies were added to the Model II, which significantly improves the
explanatory power of Model II as indicated by the F-test for the change in adjusted R?
(R? = 25.9%, F > 37.859, p < 0.001). The regression results show that the cost leadership and
differentiation strategies are both positive and significantly related to organizational perfor-
mance (p < 0.001 for cost leadership and p < 0.05 for differentiation). Whereas, the result
indicates that the interaction between cost leadership strategy and differentiation strategy is
significant and negatively related to organizational performance. These outcomes highlight
that, while the pursuit of singular competitive strategies enhances organizational performance,
the pursuit of a combination strategy worsens organizational performance. Thus, H, was par-
tially supported.

Finally, in Model 1V, to measure the moderation effect of competitive strategy the interactions
between SCM practices and three competitive strategies were added to the Model III, which
marginally significant changed the explanatory power of Model III as indicated by the F-test for
the change in adjusted R? (R? = 0.9%, F > 2.412, p < 0.10). However, in this model cost leadership
strategy had a significant and negative moderating effect (p < 0.05) on the relationship between
SCM practices and organizational performance, indicating that H; was not supported (Hsi).
Differentiation strategy had a marginally significant and positive moderating effect (p < 0.10)
on the relationship between SCM practices and organizational performance, supporting H, (H,1).
While, the integrated strategy had a non-significant and negative moderating effect on the
relationship between SCM practices and organizational performance, indicating that Hs was not
supported (Hsd).

5. Discussion and research implications
This study replicates and broadens the previous research in different areas, such as: SCM, compe-
titive strategy and organizational performance.

The results indicated that the implementation of SCM practices is related to organization size,
where larger organizations apply the practices of SCM more than smaller organizations. This finding
supports the previous SCM literature where Li et al. (2006) and Huo et al. (2014) have stressed that
small companies (based on the number of employees) are seldom involved in sophisticated SCM
activities. Hence, larger organizations are more likely to influence the implementation of SC practices
compared to smaller organizations, as they possess the capabilities and resources necessary to
execute complex processes across partners (Wu & Chang, 2012).

5.1. The role of SCM practices in influencing organizational performance

The direct effect of SCM practices on organizational performance was measured. The findings
indicated that SCM practices developed from organizations have a positive impact on organiza-
tional performance, which are parallel to those of Li et al. (2006), Quang et al. (2016), Truong et al.
(2017), and Duong et al. (2019), who have argued a positive relationship between divergent
perspectives of SCM practices and firm performance.

By a fine-grained analysis of the results, it may be indicated that an adequate application of
various SCM practices, such as creating a strategic supplier partnership, building a credible custo-
mer relationship, using appropriate information sharing system, trying to realize lean manufactur-
ing and involving postponement strategy on the production process, may provide an improvement
for the organization on operational performance indicators, such as on product quality,
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responsiveness to customers, delivery speed, delivery dependability, and on financial performance
indicators, such as growth in return on investment, growth in sales, growth in return on sales,
growth in market share, and growth in profit. Thus, SCM practices in Kosovan manufacturing
organizations indeed act as links between the organization and the beyond organizational border
community by diffusing information with trading partners and providing access to organizational
resources.

Hence, it is argued that an organization’s access to resources and other benefits from creating
a good strategic cooperation with suppliers, such as involving suppliers in the design of new
products, solving problems jointly with suppliers, and involving key suppliers in business and
strategy planning, may entail significant obligations for trading partners and provide favors for
the focal organization. Also, creating a good partnership with customers through measuring and
evaluating customer satisfaction, determining customer future expectations, facilitating custo-
mers’ ability to seek assistance from the organization, then, sharing credible information between
trading partners, or delaying final product fitting activities until customer orders have actually
been received by the organization, may provide an improvement on product quality, responsive-
ness to customers and delivery speed, which may bring in a high profit for the organization.

5.2. The moderating effect of competitive strategy

The direct relationship between competitive strategies and organizational performance hypothe-
sized as, an organization’s competitive strategy (as cost leadership, differentiation or integrated
strategy) has a positive influence on its organizational performance, was partially supported. The
results support the findings by authors (e.g., Banker et al., 2014; Danso et al., 2019; Islami et al.,
2020a, 2020b). Based on these findings, it can be summarized that organizations which pursue
a cost leadership strategy through the implementation of economization elements, such as
realizing a cost advantage of raw material procurement, reducing cost of production, achieving
an efficient way of operation, and implementing strict control of cost, may provide a better
organizational performance. Similarly, when organizations implement the elements of differentia-
tion strategy, such as providing a product with unique features, improving their products con-
tinuously, offering a high product quality into the market, and highlighting effective co-ordination
among different functional areas that ensure customer satisfaction, may provide a higher organi-
zational performance compared to those organizations that do not implement these elements.
Whereas, results of this study indicated that organizations that attempt to implement both
strategies simultaneously (pursue an integrated strategy) fail, as they will be “stuck in the middle”.

The contingency effect of competitive strategies on the role of practices has been identified in the
existing literature (e.g., Acquaah, 2007; Danso et al., 2019; Huo et al., 2014). This study has examined
the contingency role of competitive strategies in the relationship between SCM practices and
organizational performance. Where it is hypothesized that the positive relationship between SCM
practices on organizational performance is strengthened when firms pursue a cost leadership
strategy, but it was not supported. This measurement indicated that pursuing cost leadership
strategy does not strengthen the positive relationship between SCM practices and organizational
performance (see Figure 2). It may be true because based on transaction cost economics theory, the
transaction cost of internal exchange is lower than the exchange with external partners (Huo et al.,
2014). While, related to the differentiation strategy. Results indicated that differentiation strategy
strengthens the positive relationship between SCM practices and organizational performance (see
Figure 2). One possible explanation for these results/relationships may be that the implementation
of SCM practices requires more resources and investments. Thus, cost leadership organizations
cannot leverage their effectiveness to improve financial performance. In contrast, differentiation
organizations are focused on product quality, deliver quality and process quality, which are costly
but make the organization different from competitors. This quality improvement boosts the custo-
mer’s willingness to pay a premium price, which may provide a better organizational performance.
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Kosovan manufacture organizations appear to create networking partnerships with other organiza-
tions to mitigate the effects of international competitors on the market and to obtain product quality,
responsiveness to customers, delivery speed and delivery dependability in order to absorb market
opportunities. Based on the results, implementing a cost leadership strategy and differentiation strat-
egy is beneficial to Kosovan organizations. To sum up, this study revealed that the positive influences of
SCM practices are conditioned by the competitive strategies that organizations pursue.

5.3. Theoretical and practical implications
In response to calls for further analyzing the contingency role of competitive strategies on the
relationship between SCM practices and organizational performance, the current study advances

the field in three ways.

First, it validates the strategic integration between second-order constructs of SCM practices and
organizational performance, and the first-order construct of competitive strategies, which have
generally been poorly defined and there has been a high degree of variability in people’s under-

standing of them. It has

been shown that SCM practices form a second-order construct composed

of five first-order constructs: strategic supplier partnership, customer relationship, information
sharing, lean manufacturing and postponement strategy.

Second, where a few

studies have investigated the effect of a bundle of SCM practices on

organizational performance composed by financial and non-financial criteria. This study fills this
gap by providing empirical evidence of the link between a set of SCM practices that aim to improve
the organizational performance. It found that SCM practices play an important role in enhancing
organizational performance, which deserve more attention in future studies.

Third, in response to the call made by K.C. Tan et al. (2002) and Hohenstein et al. (2014) for further
research to explore the impact of SCM practices on organizational performance by including other
areas of the organization and their perspective, this study investigates SCM practices under
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competitive strategies on organizational performance. In this way, the results open the “black box”
of the link between SCM practices and competitive strategy. Hence, the broadened view of the
strategic instruments operationalized here broadens the work evidenced in the literature, and it
provides the lens for a more comprehensive and fine-grained analysis of the effect of SCM practices
under different competitive strategies on organizational performance in emerging economies.

The study’s findings also have significant practical implications and insights that may allow
organizations to better manage and coordinate SC and competitive strategies, providing recom-
mendations for strategic managers in adopting SCM practices under different competitive strate-
gies. Therefore, it helps practitioners in three ways.

First, scholars agree that it is critical for SC practitioners to separate truth from hype (Stank et al,,
2011), understand the importance of SCM (Huo et al., 2015) and the elements required for its
success (Ellinger et al., 2014; Huo et al., 2015). This study shows that SCM practices can signifi-
cantly enhance organizational performance, suggesting that when designing and implementing
SCM practices, manufacturers should have a strategic plan beforehand.

Second, it highlighted the characteristics of Kosovan manufacturers in terms of implementing
various SCM practices under different competitive strategies. Kosovan manufacturers are capable
of managing different types of SCM practices under competitive strategies. Therefore, this study
showed a negative effect of cost leadership strategy on the relationship between SCM practices
and organizational performance, and a positive effect of differentiation strategy on the relation-
ship between SCM practices and organizational performance.

Third, the emergence of a global marketplace has presented great challenges for organizations
to successfully manage globe-spanning supply chains. From this perspective, this study, which
examines competitive strategic differences, not only provides the rules for organizations in specific
countries to manage their supply chains, but also offers suggestions for multinational organiza-
tions to manage their global supply chains in local countries.

6. Conclusion

In this study, measures are developed for a broader conceptualization of the SCM practices to provide
empirical evidence of the direct and contingent value on organizational performance. To test the
research questions: do organizations with high levels of SCM practices have high levels of organiza-
tional performance; do organizations with high levels of competitive strategy have high levels of
organizational performance; and do organizations with high levels of SCM practices moderated by
competitive strategies have a high level of organizational performance? A comprehensive, valid
and reliable instrument for assessing research variables was developed. The instruments were
tested using rigorous statistical tests including convergent validity, discriminant validity, reliability
and the validation of first- and second-order constructs (Li et al., 2006).

This study supports that an integrative strategy developed from the SCM practices relationships
moderated by competitive strategy are significant predictors of organizational performance after
controlling for organization size and market competition. It finds that SCM practices have positive
and direct effects on organizational performance, that pursuing a competitive strategy cost
leadership or differentiation strategy has a positive effect on organizational performance, that
SCM practices moderated by cost leadership strategy have negative effects on organizational
performance, and that SCM practices moderated by differentiation strategy have positive effects
on organizational performance.

In summary, it can provide a possible explanation for the inconsistent findings about the effects
of SCM practices under competitive strategies on organizational performance. In this respect, the
results showed that the main goal that assumes to create an integrative strategy approach is
increasing the benefits of organizational performance by coordinating and fitting closely the main
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SCM practices and competitive strategy of an organization, which enables it to better utilize
opportunities that may lead to business success.

7. Limitation and future research
Although this research study contributes to both academic and practice circles, it has several limita-
tions. The limitations of this research study have opened up avenues for future research studies.

First, subjective measures of SCM practices, competitive strategies and organizational perfor-
mance were used. The choice of perceptual measures of organizational performance was driven
also by the difficulty of obtaining objective performance measures in emerging economies. Instead
of choosing perceptual measures of organizational performance and other variables, future studies
can examine this relationship using objective measures at least for organizational performance. An
objective assessment of organizational performance can be achieved by using secondary data,
such as organization records or financial statements.

Second, although this study uses five constructs to represent SCM practices, they do not cover all
of the aspects of SCM, which is a mature discipline with many concepts. Future research can
expand the domain of SCM practices by exploring additional dimensions, such as: JIT/lean cap-
ability, geographical proximity, logistics integration, cross-functional coordination, which have
been overlooked in this study.

Third, it has only measured the upright relationship between SCM practices, competitive
strategies and organizational performance. Future studies using an integrative holistic approach
can examine the reverse causality to identify if organizational performance has an impact on
pursuing competitive strategies and implementing SCM practices. Since organizational perfor-
mance may influence the way of obtaining SCM practices and blurry the cause-effect link
revealed in this study.

Fourth, the data used in this study covered the organizational position prior to the “COVID 19”
pandemic crisis. Future studies should collect fresh longitudinal data to improve and broaden this
research stream, and to compare the results before and after the pandemic crisis.
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