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Abstract: The hybrid strategy has gained high interests from practitioners and researchers in recent days in
order to improve industrial competitive advantage and performance. This study aims to examine the role of
hybrid strategy mn mediating in the relationship between industrial competition and performance. Theories and
empirical studies have been carmed out for the construction of the hypothesis. Questionnaires have been
distributed, filled up and returned by 130 heads of departaments in evelen accredited higher education
institutions in Timor-Leste. Smart Partial Least Square (Smart-PLS) was used to test the hypothesis. The results
of this study shows that the industrial competition does not significantly influence the industrial performance
of the higher education mdustry while hybrid strategy 1s fully mediating the relationship between the two
variables. This research confirms that hybrid strategies can be used to enhance industrial performance in high
intense industrial competition environment. Governments and managers of the higher education industry can
also develop policies and strategies to improve quality, competitive advantage and performance of the higher
education industry by combining cost leadership strategy and focus on service strategy in emerging countries
such as Timor-Leste.
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INTRODUCTION

Hybnd strategy has gained high mterests for
practitioners and researchers to study and develop,
aiming to enhance mdustrial competitive advantages and
performance (Du, 2018; Salavou, 2013; Walsh and
Sanderson, 2008; Yuliansyah ef @f, 2017) m recent
competitive industrial environment, uncertainty, high
rates of product and service immitation and rapid
changes in customer demands require companies not only
to rely on a single strategy (Gabrielsson et al,, 2016;
Hansen et al., 2015). Hybrid strategy emerges as a critique
for Porter’s strategy that companies or organizations can
only choose one strategy, either differentiation strategy
or cost leadership strategy to improve competitive
advantages and performances if they choose both, then
it will face stuck-in-the middle (Porter, 1985; Baroto et al.,
2012).

Hybrid strategy has been widely carried and merely
focused on the combination of differentiation
strategies and cost leadership strategies in manufacture

industries (Salavou, 2010, 2015, Hansen et al., 2015;
Gabrielsson et al, 2016, Gonzalez-Rodriguez et al.,
2018). The combination of Porter’s cost leadership
strategy and service strategy focus has not been grabbed
sufficient attention, particularly 1 the  ligher
education industry (Saldanha et al., 2018). By contrast
in developing countries, customers want to get products
and services with the reasonable quality and affordable
cost through soft services. Thus, the cost leadership
strategy and the focus of service strategy which is highly
related to costumer satisfaction can be the choice to
enhance industrial competitive position. Unfortunately,
until now there has been no empirical study of hybrid
strategy integrating cost leadership strategy and service
strategy m ligher education mdustry m developmng
countries.

This study fills the abovementioned empirical gap by
examining the hybrid strategy and its effect on the
performance of the higher education industry. In this
study, the hybrid strategy 1s developed based on the
combination of indicators of cost leadership strategy and
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the focus of service strategy from Saldanha et al. (2018)
derived from empirical studies of Banker et af. (2014),
Hansen et al. (2015), Ortega (2010) and Oyewobi et al.
(2016a, b) for cost leadership strategy and Chw ef al.
(2016), Cardona and Bravo (2012), Abdullah (2006),
Gruber et al. (2010), Trivellas and Dargenidou (2009) for
focus of service strategy. The objetives of this study is to
examine: The influence of industrial competition on the
business performance of higher education industry. The
role of hybnd strategy in mediating the relationship
between industrial competition and performance of the
higher education industry in Timor-Leste. This research
confirms that hybrid strategy can increase industrial
performance in high intensity of competition, uncertainty,
complexity and technological advance era. This research
can also help governments and managers of the higher
education industry to adopt strategic fitness to improve
the competitive advantage and performance of the higher
education industry in Timor-Leste.

Theoretical framework

Industrial competition: Industnal competition 1s generally
affected by external and internal factors. External factors
are know as Porter’s five forces namely competition
rivalries, threat of substitutes, power of suppliers, power
of buyers and threat of new entrants (Mathooke and
Oguny, 2015). The five forces of Porter affect competitive
advantge and industrial performance (Furrer ef al., 2008,
Huang and TLee, 2012; Metts, 2007). Companies that
successfully deal with these five external forces are able
to enhance its competitive position and business
performance.

The study of industrial competition and industrial
performance has been widely carried out but the results
are still varied. There are various studies showing that
industrial competition has a negative or insignificant
effect on industrial performance (Lee and Yang,
2011; Fosu, 2013; Teller et ai., 2016; Assaf and Cvelbar,
2011; Huang and Lee, 2012; Saldanha et al., 2018).
Conversely, various studies also reveal that industrial
competition has positive and significant impact on
industrial performance (Chen, 2010, Hoque, 2011 ; Al-Rfou,
2012; Mia and Winata, 2014; Ghasemi ef ai., 2015,
Obembe and Socetan, 2015). To measure industrial
competition, this study adopts indicators from Huang and
Lee (2012) and Mathooko and Ogutu (201 5) as outlined in
Table 1.

Hybrid srategy: Porter (1980) suggests that a company or
organization can have good competitiveness and
performance if one chooses differentiation strategy or
cost leadership strategy. If a company adopts combined
both differentiation strategy and cost leadership strategy

Table 1: Industrial competition, dimension and indicators

Codes Indicators

IC1 Intensity of industrial competition

1C11 Tncrease the mumber of higher education institutions

IC12 Competition to get competent lecturers (master and
doctorate degrees)

IC13 High competition in tuition fees

1C14 High competition in promotional cost

Ic2 Threat of substitutes

1021 Threat fiom foreign institutions of higher education

Ic22 Threat of private business enterprises

1023 Threat of competency-based training centers

Ic3 Power of the buyers

1C31 The bargaining power of students

I1C32 The bargaining power of the sdudent’s parents

1C33 The bargaining power of the job providers

1C34 The bargaining power of the government.

IC4 Power of suppliers

Ic41 Fulltime lecturers

1C42 Administative staff’

IC43 Part-time lecturers

1C5 Barriers to entry of new entrants

1051 Policies and regulations of the Ministry of Education

of Timor-Leste on the establishment of the new higher
education institutions

ICs2 Minimum capital required for establishing a new
higher education institution

1C53 Government regulations and policies on the operations
of a higher education institution

IC54 Duplicate courses from a college

then it will face stuck-in-the-middle which leads to reduce
competitive advantage and performance (Kaliappen and
Hilman 2017, Hansen et al., 2015). Porter’s generic
strategy has been criticized by many reserchaers and
practioners due to in a highly competitive environment,
uncertainty and rapid changes in customer demands,
technology advancement and high imitation tendencies
encourage companies to adopt the hybrid strategy
(Baroto et al., 2012; Anwar and Hasnu, 2016).

Hybrid strategies are generally modelled by
combining several pure strategies to enhance corporate’s
competitive advantage and business performance
(Anwar and Hasnu, 2017, Gabrielsson ef al., 2016). This
can be done by integrating several indicators of two or
more variables to become a single variable in order to
enhance the corporate’s competitive position and
performance. The study of existing combination strategies
focuses more on integration of differentiation and cost
leadership strategies (Salavou, 2010; Hansen et af., 2015).
For example, Yuliansyah et al. (2016) tested hybrid
strategy by integrating the differentiated strategy and
cost leadership strategy into one variable in Indonesian
banking services industry.

Nevertheless, there are studies that show that the
combmation of differentiation strategy and cost
advantage strategy have a sigmficant effect on imndustral
performance (Salavou, 2010; Gabrielsson et al., 2016). In
this research, hybrid strategy is done by integrating cost
leadership strategy and service strategy.
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Table 2: Hybrid strategy and its indicators

Table 3: Industrial performance, dimension and indicators

Codes Indicators IP1 Non financial performance
H Hybrid strategy IP11 Student satisfaction
H, Cost efficiency TP12 Student drop out rate
H, Low operational costs IP13 Employer satisfaction with graduates skills
H, Low unit cost per student IP14 Graduates employment rate
H, College has competent lecturers who promptly help students IP15 Student enrollment growth
H; Have up-to-date facilities according to the needs of students IP16 Increasing research publications
H; PT(_JV_ide quality service to student as promised IP17 Increasing faculty members attending conferences and seminars
H; Willingness to help students . IP18 Research impacts on cornrmunity
H; College has lecturers who give personal attention to students P19 Students counseling
TP2  Financial performance
Indicators of both variables are adapted from ~ IP2l Retum oninvestment

Saldanha et al. (2018), Banker et al. (2014), Hansen et al.
(2015), Ortega (2010) and Oyewobi ef al. (2016) for cost
advantage and Chw ef al. (2016), Cardona et al. (2012),
Abdullah (2006), Gruber et al. (2010) and Trivellas and
Dargemdou (2009) as presented m Table 2.

Industrial performance: TIndustrial performance is
generally used as a benchmark to determine the success
of an industry in terms of competitiveness, growth and
sustainability. A company or organization is said to
perform well 1if it has the power of competitiveness,
growth, continuity of operation and high profitability in
an industrial environment with high intensity of industrial
competition (Porter, 1980, 1985; Porter and M.E. 1991).
Industrial performance is generally classified in financial
performance and nonfinancial performance. Financial and
nonfinancial performance is essential as a basis for
managers to make decisions for investment (Ledon et al.,
2018).

Industrial performance 1s influenced by external
factors and internal factors. Extemal factors such as
Porter’s five forces negatively affect performance
(Porter, 1980). According to the resource-based view
theory if a company with good resources and capabilities
can develop innovative capabilities to deliver products,
services that are good, unique, difficult to imitate and
customers, there by  enhancing
competitiveness and performance (Barney, 1991). Thus,
the industry can defeat the competing industry by using
its resources to create value that benefits the customer
(Battagello et al., 2016).

Financial performance is measured by ROI, profit

valuable to

margin. In contrast, non financial performance 1s measured
by sales growth and successful sales of new products or
services (Esmaeel et al., 2018). Saldanha et al. (2018)
measured financial performance using ROI, income growth
and surplus growth while non financial performance was
measured by student satisfaction, job provider
satisfaction, drop out rate, absorption of graduates in
employment, staff publication in mternational journals. In
this study, financial and nonfinancial performance using
indicators developed by Asif and Searcy (2014) and
Saldanha et al. (2018) (Table 3).

IP22 Surplus growth
IP23 Total income growth

Conceptual framework and hypothesis

Conceptual framework: This study uses the five Porter’s
forces in explaining mdustrial competition. Based on the
concept of Porter (1980), industrial competition is
triggered by external factors such as competition rivalry,
threat of substitutes, power of suppliers, power of buyers
and threat of new entrants. These five forces are then
developed in the context of higher education industry by
Huang and Lee (2012), Mathooko and Ogutu (2015) and
Saldanha et al. (2018). Dimensions and mdicators for the
framework of the research model as shown in Table 1. The
industrial competition triggered by external factors has no
significant effect on industrial performance.

To mnprove performance, the industry needs to adopt
appropriate strategies to mamtamn kgh competitive
advantage and performance. In this research, hybrid
strategy was done by combining cost leadership strategy
and service strategy indicators. The hybrid strategy in
this study different from that developed by Salavou
(2015), Hansen et al. (2015) and Gabrielsson et al. (2016)
which 1s merely focused on the combination of
differentiation strategies and cost leadership strategies.
The hybrid strategy with a combination of cost leadership
strategies and service strategies was adopted to address
the demands
universities with a high quality at affordable prices. The
dimensions and indicators of hybrid strategy in this study
are presented in Table 2.

Industrial performance is influenced by external
factors of mdustry (Porter, 1980, Metts, 2007, Huang and
Lee, 2012, Kumar et al., 2017) and corporate strategy
(Kumlu, 2014; Louie and Kim, 2016; Oyewobi et al.,
2016a, b). Industrial performance is divided into finsnial

of customers who want to access

and nonfinancial performance. This study uses indicators
developed by Asif and Searcy (2014) and Saldanha et al.
(2018) (Table 3). Financial performance is measured by 3
items and nonfinancial performance with ¢ items (Table 3).
The conceptual model of this study as shown mn the
Fig. 1.
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Fig. 1. Conceptual model of hybrid strategy as mediation for the relationship between industrial competition and

performance

Hypothesis: This study uses five Porter forces as a factor

that triggers industrial competition. Porter (1980) argues
that industrial competition triggered by external factors
negatively affects the Industty Performance (IP).
Industrial competition causes many new players in a
limited market segment, so, companies with limited
resources to innovate and create new value for customers
will loose their competitiveness and performance.
Industrial competition has a negative or ingignificant
effect on industrial performance (Metts, 2007, Huang and
Lee, 2012; Teller et al., 2016; Saldanha et al., 2018). Thus,
mdustrial competition has an insignificant effect on
industrial performance of ligher education mdustry.

¢+ H.; industrial competition negative affects business
performance

The hybrid strategy is a combination of cost
leadership strategy and service strategy. Cost leadership
strategies have a positive and sigmficant impact on
industrial performance (Banker et al, 2014, Indounas,
2015). Sunilarly, cost leadership strategies play a role in
mediating industrial competition and performance
relationships. Service strategies have an effect on the
performance of the higher education industry (Jam et al.,
2011; Kwak and Kim, 2016; Paul ef al., 2016). It also plays
a full role in mediating the relationship between industrial
competition and mdustry performance (Saldanha ef al,
2018). The hybrid strategy of cost leadership strategy and
service strategy can play a significant role in mediating
the relationship between industrial competiton and
industry performance relationships.

» H, hybrid strategy plays a significant role in
mediating the relationship of industrial competition
and business performance

MATERIALS AND METHODS

This study was conducted at 11 accredited higher
education institutions in Timor-Leste. The primary sample
unit of this research 1s the department. The total
departments m 11 higher education institutions are 157.
The questionnaire as a data collecting instrument is
distributed and only 130 are filled and returned with an
83% response rate that is greater than the mimmum
response rate (80%) for a good survey from the
Department/Faculty representing college (Fincham, 2008)
or greater than the response rate of 67.29% used in a
survey measuring the performance of Higher Education in
Taiwan (Huang and Lee, 2012). A low response rate can
provide a sample bias that may affect the results of the
study (Fogliani, 1999; Sivo et al., 2006).

Questiormaire was pre-tested and refined before
using m order to avoid bias. Validity and realiability of the
questionnaire was also tested by using Pearson
correlation coefficient with mmimum value =0.3. The
rauestionnare eliability was tested by using Cronbach
alpha with mimmum value 0.7 (Hair ef af., 2010; Ndubisi
and Iftikhar, 2012). From this test, the pearson correlation
coefficient of all constructs and indicators were >0.3, as
well as the cronbach alpha value 18 =0.7. Thus, the
instrument is valid and reliable for data collection.
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The analytical tool used is Smart-PT.S which has been
frequently used in business and management research.
Smart-PLS advantages are applicable for multi-variable
analysis, small samples, reflective and formative indicators
and no data normality tests (Hair e al., 2017).

RESULTS AND DISCUSSION

Reliability and validity test of reasearch instrument: In
the research conducted factorial test to determine the
loading factor of each indicator. The mimmal loading
factor is 0.7 but the loading factor for explorative research
18 the mimmum value of 0.6 (Henseler ef al, 2016,
Hair et al, 2017). Based on the factorial analysis,
indicators of IC13, H,, H, and IP12 were dropped due its
loading factors are below than 0.6. After that another test
is performed and the result shows all indicators of the
value above 0.6 (Fig. 2).

The rehability test results using Cronbach alpha,
composite reliability, Average Variance Extracted (AVE)
as in Table 4. The construct is said to be reliable if
Cronbach alpha 0.7, the composite rehability 15 20.7
and the Average Variance Extracted (AVE) 20.5
(Abd Razak et al., 2016; Hair et al., 2017). Based on the
results of the PLS test shows that the value of Cronbach
alpha, composite reliability and AVE 1s greater than the
mimmum value (Table 4), so that, all constructs have good
internal consistency to analyze the relationship between
variables.

The wvalidity test of this research uses the
forner-lacker and Heterotrait-Monotraits Ratio Test
(HTMT) (Hair et al., 2010). The results of the test indicate
that all constructs in the model have values above on the
minimum  values of Fomnell-Larscker Validity Test
(Table 5) and values of Heterotrait-Monotraits Ratio Test
(HTMT) of all constructs are below than 0.85
(Henseler et al., 2015) (Table 6). Therefore, it is valid to
further undertake hypothesis testing using path
coefficient.

Hypothesis testing: Based on the results of the PLS test,
the relationship between variables are exist and significant
if the>1.98 and the<0.05 (Hair et of., 2010). Based on the
result of hypothesis test H, shows the value of t = 1.232
and p<0.219 (Table 7) which means that industmal
competition triggered by external factors does not
significantly affect the mdustry performance. Thus, H, 1s
rejected.

Mediation test: The result of indirect effect test indicates
that the value of t = 4.374 and p = 0.000 (Table 8).
The t-value of the Smart-PLS test is greater than
Ty = 1.98 indicating that the hybnid strategy 1s fully
mediating the relationship between industrial competiion
and performance. Therefore, the Hypothesis H, is
acceptable (Fig. 3).

This study shows that industrial competition
triggered by external factors such as the mtensity of
competition, threat of substitute, power of buyers, power
of suppliers and threat of new entrants is not significant
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Table 4: Results of construct reliability test

Cronbach’s Comp osite AverageVariance
Parameters Alpha reliability Extracted (AVE)
H 0.804 0.859 0.506
IC
IC1 0.635 0.799 0.574
IC2 0.731 0.849 0.655
IC3 0.785 0.862 0.611
IC4 0.681 0.825 0.014
ICS 0.711 0.838 0.634
IP
IP1 0.874 0.901 0.532
IP2 0.889 0.931 0.819
Table 5: Fornell-Larscker validity test
Parameters H ICl Ic2 IC3 Ic4  ICs 1Pl P2
H 0.7
IC1 0.2 0.8
IC2 0.3 0.5 0.8
IC3 0.4 0.4 0.5 0.8
IC4 0.3 0.2 0.3 0.4 0.8
IC5 0.3 0.3 0.4 0.3 0.3 0.8
IP1 0.7 0.1 0.3 0.3 0.3 0.2 0.7
IP2 0.5 0.2 0.3 0.3 0.3 0.2 0.6 0.9
Table 6: Heterotrait-Monotraits Ratio Test (HTMT)
Parameters H IC1 IC2 1C3 IC4  ICS IP1
H
IC1 0.3
c2 0.4 0.8
IC3 0.5 0.6 0.7
IC4 0.4 0.3 0.4 0.6
IC5 0.4 0.4 0.7 0.4 0.4
IP1 0.9 0.3 0.4 0.4 0.3 0.2
IP2 0.6 0.3 0.4 0.3 0.3 0.3 0.7

influencing industrial performance because in high
industrial competition, the higher education industry can

v

56.836p IP22
P2 1P23

undertake cost efficiency, mnovation and improved
services m order to maimtain high industrial performance.
The results of this study are in line with the previous
stutes such as Huang and Lee (2012), Saldanha ef al.
(2018), Mia and Winata (2014) and Obembe and Soetan
(2015). Nevertheless, the results of this study are
asymmetric to Porter’s concept of the five external forces
that affect competitive advantage and industrial
performance (Metts, 2007; Patiar and Mia, 2009; Lee and
Yang, 2011; Assaf and Cvelbar, 2011, Huang et al,
2012; Fosu, 2013 and Teller et ai., 2016). The difference
of study outcomes could be due to the difference of
types, sizes, locations, environments and indicators used
in the studies. This may also be dueto differences in
preference between stakeholders (Gruber et al., 2010), s0
that, quality service indicators should be formulated in
accordance with the type of industry and local
stakeholder demands (Farooq et af., 2018).

The results of this study also show that hybrid
strategy plays a full role m mediating the relationship
between industrial competition and performance because
by undertaking cost efficiencies leads to the lugher
education industry can set a cheaper price, so that, it can
attract customers better. This 1s further supported by
quality service strategy which will lead to satisfy
customers then they can help to transmit it to the other
costumers through word-of-mouth promotion. In
developing countries, the purchasing power of most
people 18 low but they expect to have products and

2461



J. Eng. Applied Sci., 14 (8): 2456-2464 2019

Table 7: Path coefficient test

Variables

Original sample (Q) Sample Mean (M) SD t-Statistics (0/SD) p-values
H-IP 0.674 0.673 0.069 9.698 0.000
IC-H 0.466 0.499 0.090 5.166 0.000
IC-I1C1 0.641 0.646 0.070 9.096 0.000
IC-1C2 0.803 0.799 0.043 18.592 0.000
IC-IC3 0.787 0.786 0.045 17.636 0.000
IC-1C4 0.600 0.604 0.078 7.691 0.000
IC-ICS 0.624 0.614 0.094 6.629 0.000
IC-1P 0.103 0122 0.083 1.232 0.219
IP-1P1 0.943 0.940 0.013 73.996 0.000
IP-1P2 0.850 0.846 0.040 21.334 0.000
Table 8: Result of indirect test
Variables Original sample (O) Sample Mean (M) SD (STDEV) T statistics (O/STDEV) p-values
1C-1P 0.314 0.336 0.072 4.374 0.000

services with reasonable quality and low prices. In the
context of hybrid strategy, the results of this study are
symmetrical with research of Claver-Cortes et al. (2012),
Salavou (2015) and Gabrielsson et al. (2016), although,
these studies have different variables and indicators. The
results of this study also confirms the study of
Saldanha et al. (2018) who found that cost leadership
strategy and strategy simultaneously play
significant role mn mediating the relationship between
industrial competition and performance. Nevertheless, the
results of this study are asymmetric to the research of
Hansen et af (2015) and Yulansyah et af. (2016). The
different results might be due to the different types, sizes,
environments and indicators used in the study.

service

CONCLUSION

This study aims to examine the influence of mdustrial
competition triggered by external factors on the
performance of the higher education mdustty in
Timor-Leste. The results of this study indicate that
industrial competition does not sigmficantly affect the
performance of the higher education industry in
Timor-Leste. This study found that the rivalry of the
higher education mdustry triggered by the mncrease
number of the ligher education industry, the competition
for master’s and doctor’s degree lectures, tuition fees and
promotional cost that trigger industrial competition does
not significantly affect the financial and non-financial
performance of the higher education mdustry. The results
of this study are in line with several previous studies that
examined external factors as a trigger for the decline of
industrial performance (Huang and Lee, 2012; Teller ef al.,
2016, Saldanha et al., 2018) but n contrast to Mia and
Winata (2014) and Obembe and Soetan (2015).

The study also found that hybrid strategies that
combine cost leadership strategies and service strategy
focus play a full role in mediating the relationship between
the performances of the higher education industry. Thus,

the higher education mdustry n Tiumnor-Leste can adopt
hybrid strategy (cost leadership strategy and service
strategy) in developing quality and performance of the
higher education industry in Timor-Leste.

This research contributes to emriching business
strategies based on hybrid strategy in the context of the
higher education industry which until now still does not
exist, and to be a debate among researchers. The results
of this study also contributed in providing some
indicators in industrial competition, hybrid strategy and
the performance of the higher education industry. The
result of this research can be used to formulate policities,
regulations and strategies to enhance quality and
performance of the higher education industry. The results
of the study can provide information to government and
leaders of higher education industry in Timor-Leste to
adopt hybrid strategy based on combined cost leadership
strategies and service strategies.
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