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Abstract: This study aims to examine the effect of sustainable supply chain management on com-
pany performance mediated by competitive advantage, the subjects of this study were the actors of
the pottery Joint Business Group (JBG) in Banten Province, Indonesia. This type of research is quan-
titative research with descriptive research and causal research using questionnaires distributed di-
rectly to the JBG Pottery actors as many as 100 respondents. Moreover, Structural Equation Model
(SEM) in the SmartPLS Software version 3.0.m3 was used for data analysis. The results of the study
found that sustainable supply chain management affects competitive advantage, company pertfor-
mance was also observed to be influenced by sustainable supply chain management and com peti-
tive advantage while company performance was also found to be affected by sustainable supply
chain management through the mediating effect of competitive advantage. The significant implica-
tion of this study is for managers to ensure competitiveness in the process of implementing sustain-
ability supply chain to improve company performance, while providing recommendations to the
government through Disperindagkop and SMEs in conducting the assistance process to MSMEs.

Keywords: sustainable supply chain management; competitive advantage; company performance;
structural Equation Model

1. Introduction

The tight market competition requires business people to continue to maintain max-
imum production levels, meet market demand with maximum sales levels as well. To
meet this demand, companies must continue to improve innovation in products and ser-
vices to stay ahead in the market and not be left behind by competitors. Companies must
plan strategies hence they can survive in facing global competition. Companies must be
able to maintain competitive advantage, quality and value, so that they can continue to
survive among increasingly broad competitors and thrive irrespective of the competitive
market [1]. The compangigperformance must continue to be improved so that the com-
pany is able to compete. anizational performance can be defined as the level at which
an organization is able to fulfill the expectations of its key stakeholders including owners,
employees, and consumers [2]. Company performance is an important benchmark for a
company that reflects a company has achieved competitive advantage or not [3]. One of
the best ways to competitive effectively in the market is to reduce the cost of producing
an item to the bearable minimum req@ed to meet the needs of the consumers, and this
can be achieved through appropriate supply chain management which is considered to
be very important tgghe performance of a business organization [4].

This has made sustainable supply chain management the focus of several scholars in
recent times. This concept combines supply chain management and sustainability con-
cepts [5] as well as require all company activities to improve the sustainability of their
supply chains [6]. Itis also defined as the strategic plan developed by a company towards
achieving certain economic goals which involves systematically coordinating business ac-
tivities between organizations as well as buyers and sellers [7]. In this context, every com-
pany manager must be able to plan, implement, control the supply chain management
process. It is possible for business organizations to ensure sustainable competitive ad-
vantage through the implementation of efficient supply chain management which allows
them to reduce the total cost of satisfying the needs of their consumers in comparison with
the other competitors in the market.
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One of the businesses developed in Indonesia is Small and medium-sized Micro En-
terprises (MSMEs). MSMEs are companies with a small size butin economic development
in Indonesia and have also been discovered to be very important considering the popula-
tion of the poorly educated individuals that their lives depend on SME activities both in
the traditional and modern sectors. There is a need for SMEs to take cognizance of threats
and opportunities assodated with the change in industrial environments in order to de-
velop the best response system to address these challenges. The response to be provided
is expected to vary based on the differences in the issues and external factors.

One industry that applies the supply chain concept is the micro, small, and medium
(MSMESs). The development of this sector is considered very important to drive national
economy due to its ability to significantly incr the income for those that have low
income in the country. The development of Micro, Small and Medium Enterprises
(MSMESs) in Banten Province is currently growing very rapidly and certainly has an im-
pact or benefit on the environment. Data on the development of MSMEs in Banten Prov-
ince in 2020 spread across regencies and cities, including 50.323 Lebak Regency, Tange-
rang Regency; 41.155, Serang Regency; 26.625, Tangerang City; 11.712, Cilegon City; 6.545;
Serang City; 10.090, South Tangerang City; 9.582, and Pandeglang Regency; 1.000 SMEs.

MSMEs industry growth can be influenced by supply chain and good performance.
In a well-integrated and maximally integrated supply chain, it can meet consumer de-
mand and become a competitive advantage for the company, it is indicated by the lower
prices and quality offered so thatit can increase its own competitive advantage compared
to its competitors. This type of industry is always in demand by most people. These op-
portunities inspire people to do business, so that the public's interest in SMEs becomes
very broad, one of which is Pottery SMEs.

The development of creative industries/small and medium-sized enterprises together
with Joint Business Group (JBG) has developed in the Banten Province, Serang Regency,
one of which is in Bumi Jaya Village, Ciruas District, in the form of pottery handicrafts.
The pottery industry is basically a category of manufacturing industry that processes into
output (products/goods). Although the production process uses simple and traditional
tools such as firemen, presses (molds), and clay turning tools using human hands with
the advantage of natural resource potential clay deposits, but they have the best quality.

The Pottery is one of the various kinds of crafts that are specifically made using clay
which is the potential of the existing area. The pottery industry is also a handicraft, its
existence from the past until now is still alive from generation to generation. The best
known pottery center is in Bumi Jaya Village, Ciruas District, Serang Regency, Banten
Province. Bumi Jaya Village is not far from the center of Serang City, only about 15 km to
the east. Initially, this pottery was made only for household needs, namely kitchen needs.
The existence of these pottery items cannot be replaced by other materials such as plastic,
or aluminum.

This pottery craftsmanship has been known by the wider community for a long time,
because Bumi Jaya pottery is famous for its beauty (aesthetics) and strength which is made
from good quality clay (clay), as well as old or classic motifs which according to various
sources have existed since the era of Sultanate of Banten. The Serang Regency Government
through the Department of Cooperatives, Industry and Trade of Serang Regency has
made a number of efforts to preserve and introduce Bumi Jaya pottery to the national and
even international levels. One of them has collaborated with PT. Angkasa Pura I for the
installation of pottery promotion displays at Soekarno-Hatta International Airport,
Cengkareng, Tangerang.

In the process of making pottery, there are basically two techniques, namely the twist
or twist technique and the printing technique (press) using the main raw material of clay.
The products produced from pottery are as shown in the table below:

Table 1. Types of Pottery Products 2020.
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Month
No  Types of Pottery July August Sept Octob Novem Decem
1 Water fountain 100 100 80 100 50 70
2 Big Um 300 400 200 400 100 100
3 Big Pot 200 300 200 300 200 300
4 Flower vase 500 500 500 500 300 400
5 Ashtray 500 500 700 700 500 500
6 Statue - 50 - 30 - -
3 Kowi 88.400 93.150 73320 72970  68.850 73.630

Based on table 1, it is explained that the types of pottery made include: fountains,
large jars, large pots, flower vases, ashtrays, statues, and kowi (a place for burning gold
metal). However, the type of pottery that is often produced is the type of kowi (a place to
burn gold metal) because the consumer demand is a lot and the manufacture is very easy
and simple, it doesn't take a lot of time, just 2-3 minutes. The average monthly production
of this type of kowi pottery reaches 96%.

Aas for the steps in the process of making pottery crafts Bumi Jaya Village; First, the
process of selecting clay is to buy directly from the supplier of clay. The second is the pro-
cess of processing clay, first the clay is sliced with a cutting tool so that small stones
(gravel) can be separated, then moistened with a little water and then let stand for a
while.1-2 days, after the clay is allowed to stand, then the clay is milled with a machine or
in the traditional way, which is trampled using feet and mixed with sand as an auxiliary
material, then stir until evenly distributed. The third processis the formation of clay, when
regularly the clay can be shaped according to creations, then pottery craftsmen can shape
it using hands directly, as for the manufacturing technique in general there are two tech-
niques, the first with a twist or twist technique, namely by using a turntable. , and sec-
ondly with the press printing technique, namely by using a mold. Fourth, the drying pro-
cess, when the manufacturing process is finished and for the process of strengthening the
clay, the next step is the direct drying process under the sun, and take weeks or according
to the weather. The fifth is the burming process, the hard and dry pottery craft, then the
next step is the burning process, the burning process takes up to half a day. Last finishing
process or refinement, pottery that has been burned needs quality control to check its con-
dition and quality.

Table 2. Total Pottery Production Results 2020.

Pottery Production Results

. Product De-
Month Produk guallty fect/Fail Total
(Units) (Units)

July 88.000 2,000 90,000
Augustus 93,500 1,500 95,000
September 79,000 1,000 80,000
October 72,000 3,000 75,000
November 66,000 4,000 70,000
December 73,000 2,000 _ 75,000

Based on table 2 above, the production of pottery has experienced a fluctuating de-
cline in September-December 2020. In October and November, production fell and the
rate of defective/failed products increased to 3.000-4.000 units. Based on the results of re-
search observations, this is due to several factors including;: the first is because the tillage
of the soil when mixing with sand is not evenly distributed, the second is because of the
large number of gravel (small stones) contained in the clay causing cracks, and the third,
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during the rainy season, the drying or drying process will be slightly disturbed and affect 130
the quality after the combustion process, many pottery products are cracked or defective. 131

Interviews result with several business actors who are members of the pottery joint 132
business group (JBG), said that in the current pottery craft process, it has been difficultto 133
obtain the main raw material for making pottery, namely clay because it has experienced = 134
a scarcity. Clay is rarely found espedally in the rice cultivation season so that the process 135
of making pottery is slightly disturbed which will ultimately affect the quality of the pro- 136
duction. One other factor is that clay is rarely encountered by the community because clay 137
is a natural potential that cannot be renewed so that slowly the sea will run out along with 138

the needs needed in the process @naking pottery. 139
This research will examine the relationship of supply chain management and com- 140
pany performance. The influence of supply chain management on a company's perfor- 141

mance has been empirically tested in research [8], [9], and [2]. In this shqy, the authors 142
added the competitive advantage as an intervening variable to test the effect of supply 143
chain management on a company's performance on the assumption that competitive ad- 144
vantage is a stepping stone for companies to achieve good performance. Thisis supported 145
by the opinion [10], stating that competitive advantage is a forn*af strategy to help the 146
company in maintaining its survival. Excellence in competing is a means to achieve the = 147
company's final goal of improving the company's performance. Previous research has 148
shown that supply chain management influences competitive adggntage [11], [8], [12], 149
[13], and [10]. Referring to previous research, this study will tesfge role of competing 150
advantage as mediating variables in testing the influence of supply chain managementon 151

company performance. 152
2. Theoretical review 153
2.1. Sustainable supply chain management 154

There is recently a global focus on sustainability as indicated by several organiza- 155

tions including United Nations and this has made it important for companies to ensure 156
sustainable practices in their business processes. In the literature, there are different defi- 157

nitions of SSCM which indicates the different perspectives of the scholars in this new field 158

[14]. Some important definitions of SSCM are presented in Table 3 below. 159
Table 3 SSCM Definition 160
Author Definition

Carter & Roger, 2008 [15]  Strategic, transparent integration to achieve the cial, envi-
ronmental, and economic objectives of organizations in the
systemic coordination of business processes between organ-
izations primarily to improve the long-term economic per-
formance of each company and its supply chain

Pagell and Wu, 2009 [6] The particular managerial actions implemented towards en-
suring the supply chain management is sustainable

Vendasan G, 2010 [16] Focus on how well supply activities are carried out by or-
ganizations in traversing three sustainability aspects, in-
cluding economic, environmental, and social.

Guptaetal, 2011 [17] The managerial practices designed with the focus on show-
ing the importance of the environmental impact in all the
processes associated with each product’s value chain, and
also defined as a multi-disciplinary concept that covers a
product’s lifecycle.
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Mahmoud Al-Odeh and
Jim Smallwood, 2012 [18]

The process of managing SCM activities by considering is-
sues related to the environment, economy and social to im-
prove long-term economic goals in both individual organi-
zations and their supply chains

7
Suhaiza Zailani, et.al.,
2012 [19]

Brandenburg, et.al.,
2014 [20]

Hong Jiangtao, et.al.,
2018 [21]

Stefan Gold, et.al.,
2017 [22]

Supply chain management and sustainable development
can be integrated to produce three dimensions which in-
clude the economic, environmental, and social issues asso-
clated with the development of humans and which are re-
lated to the strategies and activities of a company.

The concept of SSCM is strategic and transparent and in-
volves managing the activities associated with supply chain
through the integration of economic, social, and environ-
mental sustainability in all the processes to satisfy the re-
quirements of the relevant st olders.

SS5CM practices consist of the internal and external practices
of companies to make the supply chain more sustainable in
terms of all three sustainability dimensions.

Some of the concepts related to SSCM include management
of inventories, green design, planning and supervision of
production process, modification of the products as well as
the management of energy usage, wastes, and logistics, and
the reduction of emissions.

Raut, et al., 2017 [23]

The management process which involves integrating envi-
ronmental, social, and economic contributions. The varia-
tions in the demands made by customers and the complex-
ities associated with product components have led to a sig-
nificant internal competition between businesses in addi-
tion to the prevalent global competition.

Swayam S.P., etal.,
2018 [24]

Panigrahi S., et.al.,
2019 [24]

Kannan G., etal.
2020 [25]

The management process which involves integrating envi-
ronmental, social, and economic contributions. The varia-
tions in the demands made by customers and the complex-
ities associated with product components have led to a sig-
nificant internal competition between businesses in addi-
tion to the prevalent global competition.

It is a management process which involves integrating en-
vironmental, social, and economic contributions. The varia-
tions in the demands made by customers and the complex-
ities associated with product components have led to a sig-
nificant internal competition between businesses in addi-
tion to the prevalent global competition

The concept of sustainability has been continually discussed
in several major global forums such as the United Nations
with the focus on ensuring organizations understand the
importance of accomplishing sustainability in their business
processes.

Joash Mageto, 2021 [26]

Sustainability involves integrating environmental, eco-
nomic, and social concerns towards ensuring the satisfac-
tion of the needs associated with the present times without
causing any compromise for those needed by the coming
generations
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2.2. Competitive Advantage 161

Sustainable competitive advantage (CA) is the value that a company is able to create 162
for its customers on an ongoing basis [27]. Sustainable competitive advantage was ob- 163
served from the perspective of the accuracy associated with the products provided in the 164
market by a company and the responses they provide to the complaints made by consum- 165
ers in relation to their needs, quality of products, mastery of new market, and ensuring 166
continuous innovation for products [28]. Moreover, a company has a sustainable compet- 167

itive advantage when its products cannot be duplicated or very expensive to be imitated 168
by a potential competitor. Competitive advantage according to [29], is a way of meeting 169
customer needs by differences in the most important attributes of the resulting product 170
compared to its competitors, where obtaining consistent these differences are a direct im- 171
pact of the gap between the manufacturer and its competitors. Companies that carry out 172
continuous innovation are seen as a source of CA. A company has a CA whenitisableto 173
create economic valuemore than competitors. Economic value is defined as the variation 174
between the benefits associated with the products or services offered to custgmpers and 175
their economic costs. Furthermore, the company is said to have a CA if there is a difference 176
between the economic value of the compgpy and the economic value of competitors [4]. 177
According to [1], competitive advantage 1s defined as a campany'milify to stay aboveits 178
competitors. Consistent with this view [30], concluded that competitive advantage 179
includes resources or capabilities that are difficult to imitate and are essential in helping 180
an organization outperform its competitors in the marketplace. Accordimg to [1], explains 181
that excellence is the ability of a company to utilize its resources with a strategy to achieve 182
the ultimate goal expected by a company. Capability that has the capacity to influence 183

supply chains and critical industrial outputs, beyond the normal course of business [31]. 184
So, the advantage is the supply chain's strategic ability to manage capabilities, for example 185
integrated information exchange, system level coordination, integration between compa- 186
nies and supply chains. 187
2.3. Company performance 188

Performance is defined as the extent to which an operations achieve goals, and the 189
important steps to meet customer needs [32]. Performance measure is the extent to which 190
the organization achieves organizational, market and financial objectives [11]. Company 191
performance(CP) can be evaluated through the ability of a company to satisfy its 192
employees and achieve certain financial goals [8]. Moreover, organizational performance 193
is defined as an organization’s ability to achieve the market-oriented and financial goals 194
it sets while performance is explained to be the rate at which the goals of a company are 195
achieved. Performance is an optimal work performance carried out by a person, groupor 196
business entity [1], and [31, 33] defines performance appraisal as a measurement measure 197

that is carried out on all activities or activities in the value chain that exist within a com- 198
pany. The findings from the measurements are normally used to obtain information re- 199
lated to the performance of the plan and the moment the activities need to be adjusted. 200

Performance is also defined as an achievement achieved by a company in a certain period 201
of time that describes the health level of a company, which refers to how well a company 202
is able to achieve financial and market-oriented goals[1]. Organizational performance was 203
defined as an organization’s ability to fulfil its financial goals [9] while performance was 204

explained as the occasional evaluation of the operational activities, sections, and employ- 205
ees of an organization in line with certain standards and targets that have been predeter- 206
mined [34]. It is also defined as the total assessment of an organization over a certain pe- 207
riod with the focus on the successes or failures recorded based on its resources and oper- 208
ational activities [34]. 209
2.4. Hypothesis Development 210

2.4.1. Sustainable supply chain management affects competitive advantage 211
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Barney showed that it is possible for an organization to develop sustainable supply =~ 212
chain management (SSCM) through the use of certain resources which are assodated with 213
incompetence, scarcity, and competence [35]. Sustainable supply chain combines SCM 214

and sustainability concepts [5], and require all company activities to improve the sustain- 215
ability of their SC [29]. Indicators of SCM have an important role and have an impacton 216
company performance. Some of the factors influencing effective SCM include the strate- 217
gies implemented to develop products, manage supplier relationship, production and dis- 218

tribution,g@mnning and control, purchasing, and information quality. Study [8] shows the 219
potential of SCM to effectively improve the competitive advantage of an organization as 220
indicated by the minimization of delay and assurance of quality raw materials and prod- 221
ucts based on the relationships established with suppliers and customers, thereby, 222
strengthening its competitiveness in the market. It also allows the provision of fastservice =~ 223
with different ranges of products atlow cost in order to compete effectively in the industry 224
that is considered to be highly competitive [36]. Moreover, it is possible to determine the 225
relations between SCM and competitive advantage through the findings of [12]. Itisalso 226
important to note that that application of a good SCM has the ability to improve the per- 227
formance of a company both in terms of operations and finances [37]. Certain indicators 228
of SCM such as supplier partnership strategy, information sharing, and customerrelation- 229
ships which affect those associated with competitive advantage such as price, product 230
innovation, quality, time to market, and delivery dependability. This simply shows that 231
the use of a good SCM has the ability to improve the petitive advantage of a company 232

[37]. From the description, the researcher formulates the following hypothesis: 233
Hypothesis H1: There is a significant influence of supply chain management on competitive ad- 234
vantage 235
2.4.2. Sustainable supply chain management affects the company's performance 236

Previous research has identified that Sustainable Supply chain management (SSCM) 237
and company performance (CP) shows a positive relationship. In general, activities SSCM 238
includes monitoring and support in integrating sustainability performance criteria into 239

the supplier selection process [38]. The literature explains that various dimensions in sup- 240
ply chain management including strategy supplier partnership, customer relationship, 241
and information sharing have an influence on several aspects of the company's perfor- 242
mance, namely financial performance, operation performance and price/cost [37]. Accord- 243
ing to [8], effective SCM can be used to enhance the performance of a company through = 244
five dimensions which include, customer relationship, supplier relationship, level of in- 245

formation, level of information sharing, and postponement. The results support research 246
[12] and [39] also showed that SCM has both internal and external integration which can =~ 247
be used to achieve competitive advantage in price, product innovation, quality, delivery, 248
information sharing, and time to market, Moreover, it was also discovered from [36] and 249
[12] that SCM is an important factor required to achieve competitive advantage. There- 250
fore, it is closely related to company performance as indicated by the findings of [12] that 251
itis positively related to production quality and performance. Result of [37] also showed 252
that SCM performance is positively related to company performance. Studies [8],?0 sup- 253
a

ports this research, showing that SCM has a positive influence on performance. Based on 254
the description gipve, the researchers formulated the following hy pothesis: 255
Hypothesis H2: There is a significant influence of supply chain management on company perfor- 256
mance. 257
2.4.3. Competitive advantage affects the company's performance 258

It is possible for a company to use sustainable competitive advantage (CA) to harness 259
some advantages which can be use as the strength to ensure adequate performance and 260
create values needed to continue competing in the market, maximizing profits, and main- 261
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taining a high level of operational efficiency. This means it has the ability to provide indi- 262
rect assistance towards implementing the strategies required to enhance organizational = 263
efficiency and competitiveness [2]. According to [8], competitive advantage will improve 264
company performance (CP) as indicated by the direct positive effect of competitiveness 265
on organizational performance. However, it is important to note that the competitive ad- 266
vantage of a company is confirmed when it has a higher profit rate compared to the com- 267
petitors. According to [40], competitive advantage is temporary because competitors often 268
look for ways to the competitive advantage gained. However, the organization must busy 269
to continue to develop new competitive advantages to stay ahead. The company's perfor- 270
mance depends on the competitive advantage according to the required conditions. [36], 271
states that to achieve competitive advantage a company does not have to be the bestinall =~ 272
dimensions. Hgwever, according to [41], must excel in value creation [10], states theinter- 273
dependence of competitive advantage and firm performance. Competitive gdgantagecan 274
be developed from the value a company offers its buyers using based on price, quality, 275
delivery dependability, me to market, and product innovation [8] [2], [34], [40], [42],and 276
[43]. This, therefore, led to the formulation of the following hypothesis: 277
Hypothesis H3: There is a significant influence of competitive advantage on company performance 278

cal cAaz CA3 CAL CAS

Competitive
Advantage

SSCM1 ~
cp2
SsSCmMm2
-~ cpz
SSCM3
opa
SSCM4 - -
Sustainable Supply Campany \ cps
SSCMS5 Chain Performance " )
Management P 279
Figure 1. Research Model Path Diagram 280
3. Method 281

The focus of study was to determine the relationship of sustainable supply chain 282
management as the exogenous variable, competitive advantage as the intervening 283
variable, and company performance as the endogenous variable, and to examine the 284
mediation effect of intervening variable (competitive advantage) as well as the 285
relationship between intervening variable (competitive advantage) and endogenous 286
variables (company performance) whose results are expected to produce new research 287
[44]. The research design used is a quantitative research model that is the methods applied 288
to analyze certain theories between relevant variables. The results of the questioner spread 289
are calculated and tabulated in the form of numbers by following statistical procedures, 290
obtained from primary data derived from the results of questioner deployment. 291

3.1. Variable Operational Definition 292

Research variables and operationalization in this study are poured into indicators 293
that can sharpen the focus of the research. Furthermore, from each of these indicators 294
made research instruments in the form of questionnaires to get primary data. There are 295
three variables developed in the research, namely sustainable supply chain as exogenous 296
variable, competitive advantage as variable mediating, and company performance as en- 297
dogenous variable. 298
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3.1.1. Sustainable Supply Chain Management Variables 299

Sustainable supply chain management variaﬁ adopted from previous research [8], 300
[36], [30], and [32] consist of 5 indicators, such as strategic supplier partnership (SSCM1), 301
customer relationship (SSCM2), information sharing level (SSCM3), information sharing 302
quality (5SCM4), postponement (SSCMS5). 303

3.1.9C0mpany Performance Variables 304

Company performance indicators adopted from previous research [2], [9], and [32] 305
consist of market share (CP1), return on assets or capital (CP2), the average selling price 306
is compared to competitors (CP3), Overall product quality (CP4), Overall competitive po- 307
sition (CP5), Overall level of customer service (CP6) 308

3.?3. Competitive Advantage Variables 309

The indicars of competitive advantage variable adopted from previous research [8, 310
30, 33, 45] are price (CAl), quality (CA2), delivery dependability (CA3), innovative prod- 311
uct (CA4), time to market (CA5) 312

3.2. Population and Sample 313

This study used the 100 individuals in the Joint Business Group Actors (JBG) Pottery 314
as the population. The data used in this research is primary data, through the delivery of 315

questionnaires to JBG Pottery actors in Banten Province as shown in the table below; 316
Table 4. Data of Pottery Craftsmen in 2020. 317
. . Number of SMEs
No  JointBusiness Growplb) 501" 5017 2018 2019 2020
1 Joint Business Group 18 2 2 N 30
(JBG1)
> Joint Business Group u 3 g 3 3%
(BG2)
3 Joint Business Group 21 21 2 ” 24
(JBG 3)
Joint Business Group
4 12 12 11 12 20
(JBG 4)
Total 85 89 62 92 100
4. Results and Discussion 318

According to [46], the loadigsy factor between 0.5 - 0.6 is sufficient and moderate, 319
while the lgading factor value is]ggh if it correlates more than 0.70 with the construct 320
measured. This study uses a loading factor limit of 0.70. The results of Smart PLS are 321
shown as follows: 322
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From figure 2 above it is known that the range of outer loading values to the three
research variables is competitive advantage (0.698-0.878), company performance (0.632-
0.951), and sustainable supply chain performance (0.676-0.827). Referring to the conver-
gent validity assumption requirement, the outer results of the model indicate that there
are some indicators that are declared invalid. These indicators include SSCM1 (0.686), dan

SSCM2 (0,940).

Table 5. Outer Loading Indicator Value.

Matrix Company Perfor- Competitive Ad- tainable Supply
mance vantage ain Management

CAl 0.878

CA2 0,698

CA3 0.857

CA4 0.760

CA5 0.816

CP1 0.920

cP2 0.716

CPr3 0.944

CP4 0,632

CP5 0.951

CP6 0.934
SSCM1 0.686
SSCM2 0.940
SSCM3 0.738
SSCM4 0.936
SSCM5 0.843

Based on the results of the model estimation in figure 3, all indicators have an indi-
cator score above (1.7, this indicates that there is a correlation between each indicator. The
indicator will be considered valid if the variable dimension outer loading has a loading
value > (1.5, so it can be concluded that the measurement has convergent validity criteria.
The value of the outer loading of each indicator on its construct can be seen in the follow-

ing table:

Table 6. Outer Loading Indicator Value.

323
324

325
326
327
328
329
330

331

332
333
334
335
336
337
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CA1 0.878

CA3 0.857

CA4 0.760

CAS5 0.816

CP1 0.920

CP2 0.716

CP3 0.944

CP5 0.951

CP6 0.934
SSCM2 0.940
SSCM3 0.738
SSCM4 0.936
SSCMS5 _ _ 0.843

The outer loading value of each indicator was to test for the convergent validity based 339
on each construct’s AVE value and the model was declared valuable when the value is 340
more than 0.5. 341

4.1. Discriminant Validity 342

Discriminant validities were used to understand the difference between the concept 343
of each latent variable in comparison with the others. A model is confirmed to have agood = 344
discriminant validity when the AVE square for each of the exogenous construct was found 345
to exceed its correlation with the other constructs. The results of discriminant validity = 346
testing are obtained as follows: 347

Table 7. Discriminant Validity. 348

Average Variance Extracted(AVE)

Construct Original Sam- Sample Standm:d Devia- T-Statistics P-Val-
ple mean tion
Company Performance 0.819 0.818 0.034 23.868 0.000
C()mpeliti\a‘\dvamagc 0.699 0.699 0.050 13.920 0.000
sustainable Supply Chain 4 704 0.786 0.049 15877 0.000
Management
Table 7 The data from the average variance extracted analysis illustrates that the en- 349
tire construct has an AVE above 0.5, meaning the entire construct has met good conver- 350
gent validity. 351
4.2. Composite Reliability and Cronbach’s Alpha 352
It is possible to determine the construct reliability using Cronbach’s alpha and com- 353
?site reliability values of each construct such that a high reliability is achieved when the ~ 354
ronbach's alpha and composite reliability values are more than 0.70. 355
Table 8. Composite Reliability. 356
Composite Reliability
(CR).
Construct Original Sam-  Sample Standa{'d Devia- T Statistics P-Val-
ple mean tion ues
Company Performance 0957 0956 0010 94.193 0.000

Competitive Advantage 0.902 0899 0022 ~40.168 0,000
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Sustainable Supply Chain
Management

0936 0.934 0019 50463 0.000

Based on Table 8, the grcmbach's alpha was greater than 0.7, composite reliability =~ 357
was higher than 0.7, and the AVE was more than 0.5 for all constructs, thereby indicating 358

they all have good construct reliability. 359

4.? Data Analysis 360

4.3.1. Assessing the Outer Model (Measurement Model) 361

This analysis is done to ensure that the measurement used is suitable for measure- 362

ment (valid and reliable). The results of data quality testing (outer model) are as follows: 363
CAl CAaz2 CA3 ChL CAS

N7

ngre 0698 0857 0760 g1

Com petitive
Advantage

0.875 0338 cP
SSCM1 -~
Lo 0.920 cpPz2
sscmz | oses e
0.940 0ou—¥_ CP3
SSCM3 4—0.738 0.655 » e
09 cosy T cP4
SSCM4 0.843
e Sustainable Supply Company 0'934\ cps
SSCMS Chain Performance ~4
Management cP6
364
Figure 3. Research output Of Second Model Measurement 365
4.3.2. Outer Research Variable Model 366

Based on the outer loading test results in figure 3, the structural model doesnot have 367
convergent validity problems because all indicators have an outer loading value above 368

0.70. Thus, the model is worth further analysis. 369
<Al CA3 cA4 CAS
16.336 48037 8977 27008

Competitive
Advantage

5934 CcP1
-~
ssoes P2
SSCM2 '_H‘S o 5.494 N cP3
sscM3  4—9.589 1. 62505
75642 = 11a322
SSCM4 23.190
— Sustainable Supply Company 352 1 ces
SSCMS Chain Performance ~a
Management CP6
370
Figure 4. Partial Least Square Structural Model. 371
4.4. Hypothesis Testing through Inner Model 372

Hypothesis testing describes the measure of significance of a hypothesis support 373
specified at the beginning by looking at the probability value (p-value) and the t-statistical =~ 374




Sustainability 2021, 13, x FOR PEER REVIEW 13 0f 19

value (t-count) compared to the t-table. With an alpha of 5%, the probability value (p- 375
value)is less than 0.05 and the t-table value was discovered to be higher than 1.96, thereby, 376
indicating the acceptance of the hypothesis since the t-statistics is higher than t-table and 377
p-value <0.05 and vice versa. Hypothesis testing in this study was conducted by compar- 378
ing t-table values and t-statistical values obtained from bootstrapping analysis on the 379
SmartPLS 3.0.m3 program. The bootstrap test was used to reduce the possibility of inac- 380
curacy in the data used for the research, and the findings are presented in the following 381
Table 9. 382

Table 9. Result for Inner Weight. 383

Path Coefficient

Original Standard De- T Statis- P-Val-
Construct Sample mean P .
Sample viation tics ues
Competitive Ad\_’antagc—b Com- 0289 0.283 0.049 5934 0.000
pany Performance
Sustainable Supply Chall:] Manage- 0707 0714 0.046 15286 0.000
ment — Company Performance
Sustainable Supply Chain Manage- 0.845 0.850 0.021 40323 0.000

ment— Competitive Advantage
Table 9 shows there is a positively significant relationship between CA and CP as 384
indicated by 0.289 coefficient with 5.934 t-count and P-value of 0.000 at t = 1.96. Moreover, ~ 385
there is a positively significant relationship between SSCM and CA at 0.845 coefficient 386
with 40.323 t-count and P-value of 0.000 at t = 1.96, and also between SSCM and CP at 387

0.707 coefficient with 15.286 t-count and P-value of 0.000 at t= 1.96. 388
Table 10. Research Hipotesys. 389
Hipotesys

Original Sam-

Construct ple T Statistics ~ P-Values  Discription
Competitive Ad\_f antage— Com- 0.289 5934 0.000 Significant:
pany Performance H;Accepted
Sustainable Supply Chal‘n Manage- 0707 15.286 0.000 Significant:
ment— Company Performance H> Accepted
Sustainable Supplhyr‘Cham Manage- 0.845 40323 0.000 Significant:
ment— Competitive Advantage Hs Accepted
The results obtained from the analysis are highlighted as follows: 390

1. Based on the data processing results in the path coefficients table, with the hy- 391
pothesis CA positive and significant effect on CP(Hi), then it can be explained or described 392
as follows; CA positive effect on CP (competitive advantage (CA)— company perfor- 393
mance (CP)), this is indicated by the original sample parameter coefficient of 0.289. From 394
the results of data processing (path coefficients) obtained a t-statistic value 0f5.934, witha 395
P-value of 0.000. Thus, the hypothesis is accepted, namely competitive advantage (CA) 396
positively and significantly affects company performance (CP). 397

2. Based on the data processing results on the path coefficients table, with the 398
hypothesis SSCM positive and significant effect on CP (Hz), then it can be explained or 399
described as follows; SSCM positively affects CP (Sustainable supply chain management 400
(SSCM)— company performance (CP) as indicated by the original sample parameter co- 401
efficient of 0.707. The data processing or path coefficients analygigshowed a 15.286 t-sta- 402
tistic value which was observed to be higher than the t-table afg—v alue of 0.000. There- 403
fore, g means the hypothesis formulated to show the existence of a positive and signif- 404
icant relationship between supply chain management (SCM) and company performance 405
(CP) was accepted. 406
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3. Based on the data processing results in the path coefficients table, with the hy- 407
pothesis SSCM positive and significant effect on (H:), then it can be explained or de- 408
scribed as follows; SSCM positive effect on CA (Sustainable supply chain management 409
(SSCM)— competitive advantage (CA) this is indicated by the original sample parameter 410
coefficient of 0.845. From the results owta processing (path coefficients) obtained a t- 411
statistic of 40.323 (greater than t-table) with a P-value c@ﬂm Therefore, this means the 412
hypothesis developed to show the positively significant etfect of sustainable supply chain 413
management (SSCM) on cganpetitive advantage (CA) was accepted, thereby, indicating 414
the ability of an adequate supply chain management system to improve a company’s 415
competitive ad vantage. 416

4.5. Simultaneous Influence 417

The Bigpartial effect of exogenous variables on endogenous variables can be seen 418
from the R square model value (for models with exogenous variables that do not exceed 419
2), while the magnitude of the effect of those with more than 2 was determined using 420

adjusted R square value which was interpreted in line with those used in ordinary regres- 421
sion analysis. The simultaneous or together effect of the exogenous variables on endoge- 422
nous ones was determined based on the R-square value which represents the PLS model 423
strength. 424

This is observed from the fact that0.75 R-square value represents a strong PLS model, 425
0.50 is for moderate, and 0.25 indicates for the weak [47]. The R square and adjusted R 426

square values obtained for the research variables are, therefore, presented as follows: 427
Table 11. R Square. 428
Construct R-Square R-Square Adjusted
Company Performance 0930 0928
Competitive Advantage 0.714 0.711
The results of the calculation of R-Square table above are as follows: 429

1. The 0.711 R-square value recorded for competitive ad vantage showed thatthe 430
predictive power of the model designed using company performance as the moderating 431
variable is in the mndﬂate category. This denotes 71.1% of the variation in the perfor- 432
mance of the company can be determined based on the variables of supply chain manage- 433
ment. 434

2. The 0.928 R-square value recorded for firm performance also showed that the 435
predictive power of the model formulated using firm performance as exogenous variable 436
is in the moderate category. This means 92.8% variance of CP variables can be explained = 437

by SCM variables and CA. 438
4.6. Discussion of Research Results 439
4.6.1. Competitive advantage is influenced by sustainable supply chain management 440

Sustainable supply chain management was positively related to competitive ad- 441

vantage as indicated by 0.565 coefficient, 39.839 t-count, and a P-value of 0.000 at t=1.96. 442
This was discovered to be in line with the findings of [35] that sustainable SCM has an 443
effect on competitive advantage, sustainable supply chain combines SCM and sustaina- 444
bility concepts [5], and require all company activities to improve the sustainability of their ~ 445
SC. Moreover, [6, 8] found a positive relation of the concept with competitive advantage = 446

and this is observed to be the same as the findings of this current research. The other stud- 447
ies by [7] also established a positive relationship between SCM and CA as indicated by =~ 448
previous empirical research on the influence of supply chain management on several var- 449
iables such as organizational performance and competitive advantage [48]. 450

4.6.2. Sustainable supply chain management affects company performance 451
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The results show sustainable SCM with positive CA at coefficient =0.707 with t count 452
=14.791 and (P-value; = 0.000 at t = 1.96. These results support previous research [49] 453
which giates that sustainable supply chain is a company's strategic efforts to achieve eco- 454
nomic goals through the systematic coordination of relationships between buyers and = 455
suppliers and business processes between organizations [49]. Activity sustainable supply 456
chain have an influence in improving performance [9, 50], states that SCM has an influence =~ 457
on company performance. It was discovered from several empirical research that effective 458
supply chain management has the ability to improve the competitive advantage and over- 459
all performance of a company. Further studies also confirmed that competitive advantage = 460
is directly related to organizational performance [2] while SCM was reported to also have 461
an influence on company performance [9]. 462

4.6.3. Competitive advantage affects the company's performance 463

The findjgges showed that competitive advantage had a positive and significant rela- 464
tionship with company performance at coefficient= 0289 with t coggt=5.703 and (P-value = 465
=0.000) at t = 1.96. In accordance with research results [51], that competitive advantage = 466
has a positive relationship with company performance. This signifies the ability of a com- 467
pany to have a higher competitive advantage usually leads to a significant improvement = 468
in its performance [48] and [51]. Moreover, the competitive advantage is normally deter- 469
mined when a company has a different economic value in comparison with its competitors 470
[4]. This, therefore, further confirms that competitive advantage is directly related to 471
organizational performance [2], and this is in line with the findings of previous several = 472
studies which state that the excellence of a company has a significant contribution to its 473

performance [37]. 474
4.7. Influence Analysis 475
In this research, variable competitive advantage was the mediator of variable influ- 476
ence sustainable or variable intervening. This shows that sustainable SCM has an indirect 477
infh?ce on CP through the mediating effect of CA. 478
ompetitive ad vantage in mediating the influence of supply chain on company per- 479
formance, a mediation test is carried out with the following hypothesis; competitive ad- 480
vantage can mediate indirect effects. 481
H. was observed to be accepted when the P-value <{].Ufat and this means the relation =~ 482
between SSCM and CA was mediated by CA as presented in Table 12 as follows: 483
Table 12. Direct and Indirect Effects 484

. Original STandard . .. P-Val-

Indirect Effect Sample Sample mean Deviation T Statistics ues
Sustainable Supply Chain Man- 0.000
agement— Company Perfor- 0.245 0.241 0.043 5.683 ’

mance

Based g table 10 above, it shows that the magnitude of the parameter coefficientfor ~ 485
sustainable supply chain management (SSCM) variables on company performance (CP) 486
through competitive ad vantage (CA) is 0.244 which means there is a positive indirect in- 487
fluence of S$EM on CP through CA. It can also be interpreted that the higher the value of 488
sustainable supply chain management (SCM), the company performance (CP) through 489
ppmpetitive advantage (CA) will increase as well. An increase in one unit of sustainable 490
supply chain management (SCM) will improve the company performance (CP) through 491
competitive advantage (CA) by 244%. Based on calculations using bootstrap or 492
resampling, where the results of the SCM sustainable estimation coefficient test on the 493
company's performance through competitive advantage (CA) bootstrap results are 0.241 494
with a tcount of 5683 and a standard deviation of 0.043. Therefore, the p-value is 495




Sustainability 2021, 13, x FOR PEER REVIEW 16 0f 19

Reference

0,000<0.05, meaning the indirect influence of sustainable SCM on the company's perfor-
mance (CP) through competitive advantage (CA) is meaningful or statistically significant.
This corresponds to empirical study conducted by [39], to test sustainable influence SCM
on CP, with CA as a mediating variable. CA has a significant positive effect on CP.

!. ! ondusions and recommendations
5.1. Conclusion

Based on the data analysis Its in hypothesis testing following the results of con-
clusions that can be made. First, sustainable supply chain management (SSCM) has a pos-
itive relationship with company performance (CP). This shows that the better MSMEs in
carrying out SSCM practices that indude relationships with customers, sharing infor-
mation with partners, Information thatis skinned, and also increases response to customer
demand will result in better company performance (CP).Second, sustainable SCM posi-
tively affects competitive advantage (CA), low price, proper delivery dependability, in-
novative product that is done continuously, agyl, time to market quickly, the company is
able to compete with other companies. Third, competitive advantage (CA) has a positive
relationship with company performance (CP). The more superior one company is from
another by developing market share, the average selling price compared to competitors,
overall competitive position, and overall customer service levels, so that the company's
performance is increasing.

5.2. Recommendation

This finding reveals the managerial implications of how pottery MSME businesses
are able to compete in marketing their production, of course, in addition to the role of the
government through the Cooperative Trade Industry Office and Small and Medium En-
terprises (Disperindagkop and UKM) in the process of mentoring from business legality,
product legality, access to financing and marketing, MSME business actors must also con-
tinue to strive to be able to create excellence from products. Uniqueness and other ad-
vantages that must be displayed in pottery production, in addition to lower prices, proper
delivery dependability, innovative products that are carried out continuously, and, fast
time to market. Continues to be done by MSME business actors. This research has suc-
cessfully proven the proposed hypothesis. However, it is realized that there are limita-
tions in this study, hence the results may not be generalized to other MSME industries.
Therefore, further research can re-examine by examining other industries such as the ser-
vice industry or retail industry and expanding the number of samples. Further research
can look at the variables of antecedents for sustainable supply chain managament so that
the results of subsequent research can expand the understanding of sustainable supply
chain managament and its relationship with company performance.
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