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Abstract: Intensifying business competition and increasing stakeholder expectations for
sustainable practices are driving firms to shift from temporary to sustainable competitive
advantages. Despite this trend, few empirical studies have simultaneously investigated the roles
of sustainable organizational culture and sustainable supply chains in achieving sustainable
competitive advantage within a single integrated structural model. This study examines the
relationship between Sustainable Organizational Culture (SOC) and Sustainable Supply Chain
(SSC) and Sustainable Competitive Advantage (SCA), as well as the relationship between SSC and
SCA. A quantitative research approach was adopted, utilizing a survey method. Data were
collected via questionnaires from 158 MSME respondents in Karawang and Bekasi, Indonesia, and
analyzed using Partial Least Squares-Structural Equation Modeling (PLS-SEM). The results of the
study indicate that SOC has a positive and significant effect on both SSC and SCA, while SSC also
has a positive and significant effect on SCA, with an R? value of 61.6% for SSC and 62.2% for SCA.
The findings confirm that SSC partially mediates the relationship between SOC and SCA. Overall,
the study demonstrates that sustainable organizational culture provides a strategic foundation
that promotes the development of sustainable supply chains and directly enhances organizational
competitive advantage, offering valuable guidance for managers and policymakers in developing
long-term sustainability strategies.
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INTRODUCTION

Environmentally friendly approaches and sustainable development have received
increasing scholarly and industry attention in recent years (Zainurrafiqi et al., 2024). Global
pressure for sustainable business practices has evolved from a normative discourse to a structural
precondition for survival within global value chains. The European Union's carbon adjustment
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mechanisms and supply chain due diligence obligations represent cross-border regulations that
require all business actors, including upstream suppliers, to demonstrate the sustainability of
their operations in a traceable and verifiable manner (Naunthong et al., 2026). As a result,
sustainability has become a prerequisite for market access rather than merely an administrative
compliance issue. Firms that consistently implement sustainable supply chain management have
demonstrated greater efficiency, resilience, and reputational advantages compared to
competitors that have not adapted (Sun et al, 2022). Consequently, industries increasingly
integrate sustainability into their operations, particularly in supply chain management, to assess
products from economic, social, and environmental perspectives (Muzayanah et al., 2024).

This pressure is particularly acute for Indonesian micro, small, and medium enterprises
(MSMEs), which are economically vital yet strategically vulnerable. In 2024, the sector
contributed approximately 59.64% of national GDP and accounted for 84.99% of the workforce
(KUMKM, 2025). However, most MSMEs possess competitive advantages that are temporary and
susceptible to shifts in the business environment, which undermines the long-term sustainability
of their operations (Cantele & Zardini, 2018). The central challenge is to develop a sustainable
competitive advantage (SCA), defined as an advantage based on resources that are valuable, rare,
and difficult to imitate (Barney, 1991; Purwoko et al., 2023).

Two internal factors widely regarded as foundational to SCA are sustainable
organizational culture (SOC) and sustainable supply chain (SSC) practices. SOC encompasses
shared values and norms that direct organizational members toward economic, social, and
environmental sustainability (Ketprapakorn & Kantabutra, 2022). Empirical evidence indicates
that SOC positively influences SCA by promoting continuous innovation and adaptability (Osei et
al., 2023; Shahzad et al,, 2021). SSC involves the integration of economic, environmental, and
social considerations into all supply chain activities, thereby enhancing product differentiation
and customer loyalty (Birasnav et al., 2022; Carter, 2008). However, the implementation of SSC in
smaller firms is often constrained by structural barriers, including limited resources and
managerial capacity (Sarkis, 2021).

These challenges are particularly pronounced in Karawang Regency and Bekasi Regency.
Both regions feature a combination of industrial zones, extensive trade networks, and proximity
to the Jabodetabek growth hub, contributing to an increase in the number of micro and small
enterprises (Figure 1). MSMEs in these areas are integrated into industrial supply chains, making
them primary recipients of the aforementioned sustainability requirements. This environment
also generates intense competition, resource constraints, pressure for operational efficiency, and
the need for technological adaptation. Consequently, MSMEs in Karawang and Bekasi must
achieve economic viability while simultaneously incorporating social and environmental
considerations into their daily operations, highlighting the critical role of SOC and SSC.
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Figure 1. Count of Micro and Small Enterprises in the Karawang and Bekasi Regency (BPS, 2025)
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Current research does not sufficiently explain how these capabilities interact within this
context, due to three primary limitations. First, most evidence is derived from large, resource-rich
organizations, such as manufacturers in India (Das, 2018), pharmaceutical firms in Pakistan (Sun
et al,, 2022) and technologically mature Chinese SMEs The limited evidence from Indonesian
MSMEs focuses on environmental performance and operational costs rather than sustainable
competitive advantage (Siregar, 2022). Second, key constructs are typically examined in isolation.
For example, some studies relate sustainable organizational culture (SOC) to sustainable
competitive advantage (SCA) and green innovation (Osei et al., 2023; Qu et al., 2021; M. A.
Shahzad, 2023) , while others connect sustainable supply chain (SSC) or supply chain
management (SCM) to SCA (Lee & Tang, 2017; Lim et al, 2017; Negri, 2021; Sarkis, 2021).
Additional research investigates alternative determinants of SCA (Arsawan, 2020; Birasnav et al,,
2022; Cantele & Zardini, 2018; Haseeb et al., 2019). Third, studies that attempt to integrate these
elements often leave significant gaps. Some omit organizational culture (Das, 2018; Sun et al,,
2022), while others conceptualize SOC without empirically testing its relationship to supply chain
or competitive advantage (Assoratgoon & Kantabutra, 2023). Although green culture has been
shown to influence logistics performance in developing-country manufacturing MSMEs, its
impact on SCA remains unexamined (Junejo et al., 2025). Furthermore, cultural, supply chain, and
competitive dimensions are frequently analyzed separately, neglecting their potential synergy
(Primadasa et al.,, 2025).

This study addresses these gaps by empirically testing the relationships among SOC, SSC,
and SCA within a single structural model for MSMEs in Karawang and Bekasi. Drawing on the
Resource-Based View, SOC is conceptualized as a fundamental intangible resource: an
organization's core principles form the foundation for embedding sustainability into core
business activities (Alemu, 2025), while shared sustainability values influence the mindsets and
behaviors that guide operational decisions (Assoratgoon & Kantabutra, 2023). SOC is
operationalized through SSC practices, including ethical sourcing, green production, and
responsible waste management (Naunthong et al., 2026). SSC functions as a relational capability
that transforms internal cultural values into differentiation in cost, quality, and reputation,
thereby supporting SCA (Cahyono et al.,, 2023; Maisaroh, 2021). By integrating these elements
within a unified framework, this study offers new empirical evidence on the mechanisms through
which internal organizational values are translated into sustainable operational practices,
ultimately enhancing MSME competitive advantage.

METHOD

A quantitative cross-sectional survey design was utilised to test objective theories by
examining associations between variables. The study population comprised micro, small, and
medium enterprises (MSMEs) in Karawang and Bekasi Regencies, totalling 707,343 MSMEs:
355,623 in Karawang and 351,720 in Bekasi (Bappenas, 2024). The sample size was determined
according to the requirements of Structural Equation Modelling based on Partial Least Squares
(SEM-PLS). Sample size determination in PLS-SEM should account for model complexity, the
number of indicators, and the statistical power necessary to detect relationships among
constructs (Hair et al,, 2020). As a preliminary guideline, 5-10 observations per indicator are
commonly recommended. With 16 indicators used in this study, nine observations per indicator
yielded a minimum sample size of 144 respondents (16 x 9). A total of 158 valid responses were
collected, surpassing the minimum requirement and ensuring an adequate sample for PLS-SEM
analysis.
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The final sample included 83 MSMEs from Bekasi Regency and 75 MSMEs from Karawang
Regency. Proportional distribution by regency population was not required, as purposive
sampling was employed instead of proportionate probability sampling. All selected respondents
met the predetermined inclusion criteria and possessed relevant knowledge and experience
regarding the business practices under investigation. Therefore, the sample of 158 respondents
was deemed suitable for analyzing the relationships among sustainable organizational culture,
sustainable supply chain, and sustainable competitive advantage.

Data analysis was conducted using SEM-PLS, which is suitable for evaluating research
models with multiple latent constructs, complex structural relationships, and mediating or
moderating variables. Model assessment included evaluation of the measurement and structural
models, considering reliability, construct validity, path coefficients, R? values, effect sizes, and the
significance of inter-variable relationships (Hair et al., 2020). The research framework is
presented in Figure 2.
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Figure 2. An Integrative Model of Sustainable Organizational Culture and Sustainable Supply Chain for
Enhancing the Sustainable Competitive Advantage of MSMEs (Arsawan, 2020; Ketprapakorn &
Kantabutra, 2022; Lim et al,, 2017)

A first-order reflective measurement model was employed, incorporating three latent
constructs: Sustainable Organizational Culture (SOC), Sustainable Supply Chain (SSC), and
Sustainable Competitive Advantage (SCA). SOC was measured using four dimensions:
sustainability assumptions, value and beliefs subsystem, emotionally committed members, and
sustainability practices and processes. SSC was evaluated through four dimensions: economic,
environmental, social, and knowledge management. SCA was defined by seven dimensions: value,
service delivery systems, growth and performance, market share, innovation practices, rareness,
and imperfect imitability. Each dimension was specified as a reflective indicator of its respective
latent construct. Accordingly, the measurement model posits that changes in the latent construct
are reflected in its observed indicators. This reflective specification aligns with the hypothesized
directionality in the proposed model, wherein latent constructs predict their measurement
dimensions.

The hypotheses tested in this study are as follows:
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H1: Sustainable Organizational Culture (SOC) has a positive and significant effect on
Sustainable Supply Chain (SSC)
H2: Sustainable Organizational Culture (SOC) has a positive and significant effect on

Sustainable Competitive Advantage (SCA)

H3: Sustainable Supply Chain (SSC) has a positive and significant effect on Sustainable
Competitive Advantage (SCA)

H4:  Sustainable Supply Chain (SSC) mediates the effect of Sustainable Organizational Culture
(SOC) on Sustainable Competitive Advantage (SCA)

RESULTS AND DISCUSSION
Research Results

This study used the Partial Least Square Structural Equation Modelling (SEM-PLS)
approach to examine the interactions among Sustainable Organizational Culture (SOC),
Sustainable Supply Chain (SSC), and Sustainable Competitive Advantage (SCA). The analysis
assessed the interrelationships between these constructs and confirmed that the selected
indicators accurately represented each concept. The evaluation followed two main stages. First, a
measurement model test verified the validity and reliability of the constructs. Second, a structural
model test determined the direction, strength, and relevance of the relationships within the
research model.
1. Measurement Model Testing

The evaluation of the measurement model involves executing multiple assessments,
including Indicator reliability, Internal consistency reliability, Convergent validity, Discriminant
validity (Hair et al., 2020). The results of the measurement model testing in this study are as
follows:
a. Indicator reliability

Indicator reliability reflects the extent to which an indicator accurately represents the
underlying construct it assesses. The reliability of indicators is assessed by analysing the outer
loading values for each indicator within every construct, according to the criteria presented in
Table 1.

Table 1. Outer Loading Criteria

Outer Loading Interpretation
>0,708 Good, indicator retained
0,40-0,70 Additional assessment
<0,4 Indicator eliminated

The results of the outer loading of the indicators of each construct of the study model utilized are
presented in Table 2.
Table 2. Outer Loading

Indicator <- Construct Outer loadings
X1 <- Sustainable Organizational Culture (SOC) 0,603
X2 <- Sustainable Organizational Culture (SOC) 0,861
X3 <- Sustainable Organizational Culture (SOC) 0,841
X4 <- Sustainable Organizational Culture (SOC) 0,857
X5 <- Sustainable Organizational Culture (SOC) 0,849
Y1 <- Sustainable Supply Chain (SSC) 0,863
Y2 <- Sustainable Supply Chain (SSC) 0,760
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Indicator <- Construct Outer loadings
Y3 <- Sustainable Supply Chain (SSC) 0,874
Y4 <- Sustainable Supply Chain (SSC) 0,817
Z1 <- Sustainable Competitive Advantage (SCA) 0,825
72 <- Sustainable Competitive Advantage (SCA) 0,756
7.3 <- Sustainable Competitive Advantage (SCA) 0,807
Z4 <- Sustainable Competitive Advantage (SCA) 0,722
Z5 <- Sustainable Competitive Advantage (SCA) 0,777
76 <- Sustainable Competitive Advantage (SCA) 0,678
77 <- Sustainable Competitive Advantage (SCA) 0,476

As indicated on Table 2, there is one indicator for the Sustainable Organizational Culture
(SOC) variable, the Sustainable Assumption (X1), with outer loadings of 0.4 to 0.7. In addition, for
the Sustainable Competitive Advantage (SCA) variable, two indicators, Rareness (Z6) and
Imperfectly Non-Imitable (Z7), have outer loadings of 0.4 to 0.6. Therefore, three indicators fall
within the 0.4-0.7 interval, which requires further investigation to determine if the indicators
should be preserved or not. In contrast, the other parameters such as Value and Beliefs Subsystem
(X2), Aligning people management subsystem (X3), Corporate sustainability practice (X4),
Corporate sustainability performance (X5), Economics (Y1), Environment (Y2), Socials (Y3),
Knowledge Management (Y4), Value (Z1), Service Delivery System (Z2), Growth and Performance
(Z3), Market Share (Z4), Innovation Practices (Z5) demonstrate outer loadings greater than 0.7.
Consequently, each of these indications can be deemed reliable and fitting for retention inside the
research model.
b. Internal Consistency Reliability

Internal consistency reliability indicates the extent to which the indicators that make up
a construct are consistent in measuring that construct. In the SEM-PLS model, several measures
are used to assess internal consistency reliability, including Cronbach’s Alpha (a), Composite
Reliability (pc), and rho_A (pA). If a construct has Cronbach’s Alpha (a) and Composite Reliability
(pc) values between 0.7 and 0.9, it can be said that the construct has good reliability. Similarly, for
rho_A (pA), if a construct has a rho_A (pA) value greater than 0.7, it can be said that the construct
has good reliability. Based on the data analysis conducted, the Cronbach’s Alpha (a), Composite
Reliability (pc), and rho_A (pA) values for the constructs in this study are presented in Table 3.

Table 3. Internal Consistency Reliability Testing

Constructs Cronbach's Composite Composite  Conclusion
alpha reliability reliability
(rho_a) (rho_c)
Sustainable Competitive 0,851 0,875 0,886 Reliable
Advantage (SCA)
Sustainable Organizational 0,864 0,885 0,903 Reliable
Culture (S0C)
Sustainable Supply Chain 0,849 0,862 0,898 Reliable

(SSC)

According to Table 3, it can be seen that the Sustainable Competitive Advantage (SCA)
construct, the Sustainable Organizational Culture (SOC) construct, and the Sustainable Supply
Chain (SSC) construct all meet the criteria for Cronbach’s Alpha (a), Composite Reliability (pc),
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and rho_A (pA) criteria; thus, it can be concluded that all three constructs are dependable,
indicating that they consistently measure their respective construct.
c. Convergent Validity

Convergent validity assessment evaluates the degree to which indicators of a construct
effectively measure the same construct, indicating a relationship among the indicators and a
significant level of similarity. Convergent validity assessment is performed via the Average
Variance Extracted (AVE) metric. If a construct possesses an AVE value of = 0.5, it can be inferred
that convergent validity is achieved. n the relationship model between the constructs of
Sustainable Competitive Advantage (SCA), Sustainable Organizational Culture (SOC), and
Sustainable Supply Chain (SSC), the results of the convergent validity test are presented in Table
4.

Table 4. Convergent Validity Testing

Constructs Average variance Criteria Conclusion
extracted (AVE)
Sustainable Competitive Advantage (SCA) 0,531 20,5 Fulfilling
Sustainable Organizational Culture (SOC) 0,653 =20,5 Fulfilling
Sustainable Supply Chain (SSC) 0,688 20,5 Fulfilling

According to Table 4, it can be deduced that the three constructs employed in the research
framework—Sustainable Competitive Advantage (SCA), Sustainable Organizational Culture
(SOC), and Sustainable Supply Chain (SSC)—satisfy the requirements for convergent validity
assessment; therefore, it can be inferred that the indicators associated with these constructs
effectively measure the same construct.

d. Discriminant Validity

Discriminant validity aims to ensure that each construct in the model is empirically
distinct from the other constructs. The recommended measure for testing discriminant validity is
the HTMT. The criterion used is that if a construct has an HTMT value < 0.9, then discriminant
validity is considered to have been met. Table 5 shows the results of the discriminant validity test
for all constructs in the research model.

Table 5. Discriminant Validity Testing

Constructs Heterotrait-monotrait ratio (HTMT) Criteria  Conclusion
SOC <-> SCA 0,818 0,9 Fulfilling
SSC <-> SCA 0,835 0,9 Fulfilling
SSC <->SOC 0,896 0,9 Fulfilling

Discriminant validity aims to ensure that each construct in the model is empirically
distinct from the other constructs. The recommended measure for testing discriminant validity is
the HTMT. The criterion used is that if a construct has an HTMT value < 0.9, then discriminant
validity is considered to have been met. Table 5 shows the results of the discriminant validity test
for all constructs in the research model.

2. Structural Model Testing

Structural model evaluation aims to examine the integrity of the associations between the
constructs established in the research framework and to ascertain the model's capacity to
elucidate and forecast endogenous components. The assessment of the structural model occurs
in phases by analysing multicollinearity across predictor constructs, evaluating the significance
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and relevance of path coefficients, measuring explanatory power via the R? value, and
determining the model's predictive capability.
a. Structural Model Collinearity Test

Collinearity in a structural model is evaluated using the Variance Inflation Factor (VIF).
Hair et al. (2020) states that the VIF threshold for assessing collinearity in a structural model
indicates that a VIF score below 3 signifies the absence of collinearity problems. If the VIF value
ranges from 3 to 5, the model exhibits acceptable multicollinearity, while it requires monitoring.
On the other hand, a VIF value over 5 indicates that the model suffers from multicollinearity
issues. The outcomes of the multicollinearity assessment for the research model are displayed in
Table 6.

Table 6. Results of the Collinearity Test for the Structural Model

Constructs VIF Criteria Conclusion
SOC -> SCA 2,602 3 No collinearity
SOC -> SSC 1,000 3 No collinearity
SSC->SCA 2,602 3 No collinearity

The findings shown in Table 6 indicate that the VIF values for every predictor construct
remain below 3.0, a threshold deemed more cautious. Consequently, there is no evidence of
multicollinearity that would disrupt the assessment of structural relationships within the
research framework.

b. Significance and Relevance Tests for Structural Relationships

Significance and relevance tests for structural relationships are used to examine the
influence of predictor variables on the response variable. The importance of path coefficients in a
structural model can be evaluated by the t-statistic or the p-value. The parameters for this
examination are: if the t-statistic exceeds 1.96 or the p-value falls below a (0.05), then the
predictor variable affects the response variable at the 5% significance level (o). The results of the
path coefficient tests in the structural model are presented in Table 7.

Table 7. Results of the Significance Test for Path Coefficients

Construct Coefficient t-statistics P values Conclusion
SOC->SCA 0,425 5,991 0,000 Positive and Significant
SOC -> SSC 0,785 13,281 0,000 Positive and Significant
SSC -> SCA 0,410 5,580 0,000 Positive and Significant

The results of the structural model testing, conducted using the bootstrapping procedure,
demonstrate that all relationships among the tested constructs are positive and statistically
significant. The relationship between Sustainable Organizational Culture (SOC) and Sustainable
Competitive Advantage (SCA) yielded a path coefficient of 0.425, with a t-statistic of 5.991 and a
p-value of 0.000. Additionally, the relationship between SOC and Sustainable Supply Chain (SSC)
produced a path coefficient of 0.785, a t-statistic of 13.281, and a p-value of 0.000. The
relationship between SSC and SCA resulted in a path coefficient of 0.410, a t-statistic of 5.580, and
a p-value of 0.000. All t-statistics exceeded 1.960, and all p-values were below 0.05, indicating that
all three structural associations are statistically significant. These results suggest that Sustainable
Organizational Culture positively influences Sustainable Competitive Advantage, both directly and
indirectly, by strengthening the Sustainable Supply Chain. Consequently, further analysis was
conducted to examine whether the Sustainable Supply Chain serves as a mediating variable in the
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relationship between Sustainable Organizational Culture and Sustainable Competitive Advantage.
The results of the path coefficient tests for the mediating variable are presented in Table 8.
Table 8. Results of the Significance Test for Path Coefficients
Construct Original sample t-statistics P values Conclusion
SOC-> SSC -> SCA 0,322 5,248 0,000 Significant

The results indicate that the indirect effect of Sustainable Organizational Culture (SOC) on
Sustainable Competitive Advantage (SCA) via the Sustainable Supply Chain (SSC) yields a
coefficient of 0.322, a t-statistic of 5.248, and a p-value of 0.000. Since the t-statistic exceeds 1.960
and the p-value is below 0.05, this indirect effect is both positive and statistically significant.
Therefore, the Sustainable Supply Chain serves as a mediating variable in the relationship
between Sustainable Organizational Culture and Sustainable Competitive Advantage. The
comprehensive model applied in this study is presented in Figure 3.

Y2 Y3
Y1 Y4
0.760 (0.000) 0.874 (0.000) /
0.263 (0.000) 0.817 (0.000)

Suyé: Supply m / 22

0.785 (0.000) 0.410 (0.000) U_?g (0_@)/7
0.756 (0.000) Z3
- P

% 0.807 {0.000)

—_p722(0.000—> Z4

-H-\""-\.
X3 0.841(0.000)— ~—0.777 (0.000)
0,857 (0.000) — o ™
o857 (0000 0.678 (0.000)

Sustainable Competitive AdvantanaJdSCA
x4 0.249 (0.000) P 0.476 (0.0‘0\5)\“15

ustainable Organizational Culture (SOC) Z6

X1

X2 0.603 (0.000)
b ~

0.861 (0.000) ~_ 425 0000
e—— U .

X5
zZ7
Figure 3. A Model of the Relationship Between Sustainable Organizational Culture (SOC),
Sustainable Supply Chain (SSC), and Sustainable Competitive Advantage (SCA).

c. Explanatory Power Test

Following confirmation of the significance of the relationships among the constructs in
the model, the subsequent analysis focused on evaluating the extent to which the model explains
the examined phenomenon. The significance of these relationships alone does not fully capture
the model’s explanatory power. Consequently, the evaluation proceeds by examining the R* value
to assess the model’s strength with respect to the endogenous construct, and the f? value to
determine the relative contribution of each predictor construct in explaining its respective
outcome. Table 9 presents the R? values for the resulting structural model.

Table 9. R? Value

Construct R-square R-square Conclusion
adjusted
Sustainable Competitive Advantage (SCA) 0,622 0,618 A Fairly Robust Model
Sustainable Supply Chain (SSC) 0,616 0,613 A Fairly Robust Model
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The test results show that the R? value for Sustainable Competitive Advantage (SCA) is
0.622. This value indicates that Sustainable Organizational Culture (SOC) and Sustainable Supply
Chain (SSC) together account for 62.2% of the variation in Sustainable Competitive Advantage
(SCA), while the remaining 37.8% is influenced by other factors not included in the research
model. Meanwhile, the R? value for Sustainable Supply Chain (SSC) is 0.616, indicating that
Sustainable Organizational Culture (SOC) accounts for 61.6% of the variation in Sustainable
Supply Chain (SSC), while the remaining 38.4% is explained by factors outside the model.

The R-squared test results provide an indication of the extent to which the endogenous
construct can be explained by the predictor variables in the model as a whole. However, the R-
squared value does not indicate the extent of each predictor construct’s contribution to explaining
changes in the endogenous construct. Therefore, the analysis continued with an effect size (F-
squared) test to examine the magnitude of each structural relationship’s contribution within the
model. This test helps provide a more in-depth understanding of which constructs play a greater
role in explaining the endogenous construct. The results of the effect size (f*) test are presented
in Table 10.

Table 10. Effect Size Testing (f2)

Construct f-square Conclusion
SOC -> SCA 0,184 Moderate Effect
SOC -> SSC 1,602 Major Effect
SSC->SCA 0,171 Moderate Effect

The test results show that the effect of Sustainable Organizational Culture (SOC) on
Sustainable Competitive Advantage (SCA) has an f? value of 0.184, which falls into the moderate
effect category. Furthermore, the effect of SOC on the Sustainable Supply Chain (SSC) yields an f?
value of 1.602, indicating major effect. Meanwhile, the effect of the Sustainable Supply Chain (SSC)
on the Sustainable Competitive Advantage (SCA) has an f? value of 0.171 and falls into the
moderate effect category. These results indicate that Sustainable Organizational Culture makes
the greatest contribution to explaining the Sustainable Supply Chain. Meanwhile, the
contributions of Sustainable Organizational Culture (SOC) and the Sustainable Supply Chain (SSC)
in explaining Sustainable Competitive Advantage (SCA) fall into the moderate category and are
relatively balanced.

d. Evaluation of the model's predictive power

The next step in evaluating a structural model is to assess the model’s predictive power.
This evaluation is conducted to determine the extent to which the PLS-SEM model is capable of
making predictions about observations not used in the model estimation process. The predictive
power test was conducted using the PLS_predict procedure via a k-fold cross-validation approach.

The results of the model’s predictive power test are presented in Table 11.
Table 11. Predictive Power Model Test Results

Construct Qz_predict RMSE MAE Conclusion
Sustainable Competitive 0,561 0,684 0,553  Positive predictive power
Advantage (SCA)

Sustainable Supply Chain (SSC) 0,627 0,643 0,479  Positive predictive power

The test results show that the Q?_predict value for Sustainable Competitive Advantage
(SCA) is 0.561, while Sustainable Supply Chain (SSC) has a Q*_predict value of 0.627. Both values
are above zero, indicating that the model has predictive power for both endogenous constructs.
The higher Q*_predict value for SSC indicates that the model has relatively better predictive power
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for Sustainable Supply Chain than for Sustainable Competitive Advantage. Furthermore, the
prediction error evaluation shows an RMSE of 0.684 and an MAE of 0.553 for Sustainable
Competitive Advantage (SCA), while for Sustainable Supply Chain (SSC), the RMSE is 0.643 and
the MAE is 0.479. The comparative analysis at the indicator level reveals that the majority of
indicators exhibit reduced PLS-SEM prediction error values in contrast to the LM, suggesting that
the model possesses commendable predictive capability. In general, the model demonstrates
strong predictive capacity for the dimensions of Sustainable Supply Chain and Sustainable
Competitive Advantage, as indicated by favourable Q*_predict values for both dimensions and a
majority of indicators producing reduced PLS-SEM prediction errors relative to the Linear Model
standard.

Discussion

The analysis of the measurement model reveals that it fulfils the standards for internal
consistency reliability, convergent validity, and discriminant validity; thus, the Sustainable
Assumption indicator (X1), the Rarity indicator (Z26), and the Imperfectly Non-Imitable indicator
(Z7) do not require elimination from the construct, even with outer loadings under 0.708.
Therefore, it can be determined that the measurement model adheres to the criteria for validity
and reliability; the following step is to analyse the structural model. An examination of the
structural model is performed to identify the interrelations among Sustainable Organizational
Culture (SOC), Sustainable Supply Chain (SSC), and Sustainable Competitive Advantage (SCA).

Structural equation modeling (PLS-SEM) results demonstrate that SOC has a positive and
statistically significant effect on SSC, with a path coefficient of 0.785 (p = 0.000). SOC also exerts
a direct, positive, and substantial influence on SCA (0.425, p = 0.000), while SSC impacts SCA
(0.410, p = 0.000). All three paths were significant at the 5% significance level (p = 0.000 < 0.05),
thus supporting the acceptance of all hypotheses.

The coefficient of determination (R?) indicates that the model explains 61.6% of the
variance in SSCand 62.2% in SCA (Table 9), reflecting moderate to substantial explanatory power.
At the indicator level, all outer loadings exceeded the 0.70 threshold except for X1 (0.603) and Z7
(0.476), which are retained due to their sufficient contribution to convergent validity. All
indicators were significant at p = 0.000. These results confirm that the reflective indicators for
SOC, SSC, and SCA accurately represent their respective latent constructs. The findings
demonstrate that a sustainability-oriented organizational culture underpins the development of
sustainable supply chain practices and both directly and indirectly, through SSC as a partial
mediator, fosters sustainable competitive advantage.

Developmental, group-centric, and hierarchical organizational cultures enhance supply
chain integration within the food manufacturing sector in the United Kingdom and Greece,
facilitating the exchange of knowledge, skills, information, and resources among organizational
members to bolster sustainability performance. This aligns with the study's results indicating that
SOC is a significant predictor of SSC (8 = 0.785). Furthermore, this study extends institutional
theory and the relational view by examining the influence of organizational culture on sustainable
supply chain performance, while also highlighting the importance of external integration within
these relationships to address various sustainability challenges and enhance sustainable supply
chain performance in global supply chains. These findings reinforce the argument that culture is
not merely an internal organizational value but a strategic asset transmitted throughout the
supply chain network.
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The findings of this study are consistent with those of Osei et al. (2023), who reported that
sustainable supply chain strategies are positively and significantly associated with both
sustainable supply chain practices and sustainable competitive advantage. Sustainable supply
chain practices also positively relate to sustainable competitive advantage. Similarly, Mukhsin &
Suryanto (2022) found that sustainable supply chain management influences competitive
advantage and firm performance, both directly and through the mediating effect of competitive
advantage. These results reinforce the relevance of the present model, particularly for businesses
operating in Indonesia.

The direct SOC to SCA relationship observed in this study is consistent with the Resource-
Based View, which posits that organizations with strategic resources—those that are valuable,
rare, difficult to imitate, and organized to capture value—achieve significant competitive
advantage. Organizational culture is identified as such a strategic resource. Empirical evidence
from Truong et al. (2025) supports this, showing that organizational culture directly impacts
organizational performance and indirectly affects it through competitive advantage. Obeng et al.
(2026) indicates that organizational culture plays a crucial role in shaping competitive advantage,
with entrepreneurial (Obeng et al.,, 2026; Truong et al.,, 2025) or SSC-SCA (Sun et al., 2022)
separately, this research enhances the model, referred to as the Sustainability Value Chain Model.
In this model, sustainable culture serves as the principal precursor, the sustainable supply chain
acts as the intermediary mechanism, and sustainable competitive advantage emerges as the final
strategic result.

Accordingly, the results of this research are consistent with existing literature in strategic
management and sustainable supply chain management, particularly at the intersection of the
Resource-Based View, Relational View Theory, and the Triple Bottom Line. These findings clarify
how organizational cultural capital is transformed into competitive advantage through supply
chain processes. First, organizations should view sustainable organizational culture (for example,
by internalizing sustainability values into the vision, training, reward systems, and leadership) as
a long-term investment, since the significant influence of SOC on SSC (0.785) indicates that
cultural transformation is the most significant leverage point in this system. Second, given that
SOC directly influences SCA, MSMEs do not need to wait until the entire supply chain system is
fully developed to begin realizing the competitive advantages of cultural transformation;
sustainable cultural initiatives can serve as a market differentiator from the outset. Third,
considering that SSC is a significant avenue (0.410) leading to SCA, SMEs can enhance their green
supply chain initiatives, including the adoption of environmentally friendly packaging,
partnerships with suppliers, and optimization of logistics. This is consistent with evidence that
entities employing sustainable supply chain practices achieve enhanced cost efficiency, reduced
risk, improved brand reputation, and increased customer satisfaction.

CONCLUSION

This research concludes that SOC is important in building a Sustainable Supply Chain
(SSC) and Sustainable Competitive Advantage (SCA) for MSMEs. A corporate culture that
integrates sustainability aspirations, obligations, issues, and practices can motivate companies to
apply sustainability concepts more broadly in supply chain management. Furthermore, the
implementation of SSC serves as a tool to shift the focus from internal sustainability to operational
efforts that generate value for the company, while simultaneously enhancing the capacity of
MSMEs to build and maintain competitive advantage. This research illustrates that a
sustainability-oriented culture enhances competitive advantage both directly and by bolstering

354



Muzayanah et al. | Journal of Economic Education and Entrepreneurship Studies, 2026, 7(5): 343-357

sustainable supply chain activities. These findings reinforce the understanding that sustainability
in MSMEs is not merely an operational activity or a response to external demands, but rather
needs to be developed as a strategic capability that originates from organizational culture and is
realized through supply chain management. Theoretically, this study proposes a Sustainability
Value Chain Model that integrates Sustainable Organizational Culture, Sustainable Supply Chain,
and Sustainable Competitive Advantage into a single framework explaining the process of
transforming internal resources into strategic capabilities and outcomes. The limitations of this
study include the use of a cross-sectional design, which restricts the observation of the dynamics
of relationships among constructs and the certainty of causal direction; the presence of several
indicators with relatively low outer loadings, indicating the need for instrument refinement; and
limitations in sample scope, industry sector, and business cultural context that must be
considered when generalizing the study’s findings.

REFERENCES

Alemu, B. A. (2025). Cultivating a Culture of Sustainability : The Role of Organizational Values and
Leadership in Driving Sustainable Practices. 9(1), 79-94.

Arsawan, . W. E. (2020). Leveraging knowledge sharing and innovation culture into SMEs
sustainable competitive advantage. https://doi.org/10.1108/1JPPM-04-2020-0192

Assoratgoon, W., & Kantabutra, S. (2023). Toward a sustainability organizational culture model.
Journal of Cleaner Production, 400(September 2022), 136666.
https://doi.org/10.1016/j.jclepro.2023.136666

Bappenas. (2024). Proyeksi Jumlah Usaha Mikro Kecil Menengah (UMKM) Berdasarkan
Kabupaten/Kota di Jawa Barat. https://opendata.jabarprov.go.id/id/dataset/proyeksi-
jumlah-usaha-mikro-kecil-menengah-umkm-berdasarkan-kabupatenkota-di-jawa-barat

Barney, J. (1991). Firm Resources and Sustained Competitive Advantage. Journal of Management,
17(1), 99-120. https://doi.org/10.1177/014920639101700108

Birasnav, M., Chaudhary, R., Henry, ]., Bienstock, ]., & Seaman, C. (2022). Computers & Industrial
Engineering Green supply chain management: A theoretical framework and research
directions. Computers & Industrial Engineering, 172(PA), 108441.
https://doi.org/10.1016/j.cie.2022.108441

BPS. (2025). Banyaknya Industri Mikro dan Kecil menurut Kabupaten/Kota (Unit). BPS Provinsi
Jawa Barat. https://jabar.bps.go.id/id/statistics-table/2 /NzUylzl=/banyaknya-usaha-
mikro-dan-kecil-menurut-kabupaten-kota.html

Cahyono, Y., Purwoko, D., Koho, I. R, Setiani, A., Israwan, P., Sosiady, M., & Wijoyo, H. (2023).
Uncertain Supply Chain Management. 11. https://doi.org/10.5267 /j.uscm.2022.10.012

Cantele, S., & Zardini, A. (2018). Is sustainability a competitive advantage for small businesses ?
An empirical analysis of possible mediators in the sustainability e fi nancial performance
relationship. Journal of Cleaner Production, 182, 166-176.
https://doi.org/10.1016/j.jclepro.2018.02.016

Carter, C. R. (2008). A framework of sustainable supply chain management: Moving toward new
theory. In International Journal of Physical Distribution and Logistics Management (Vol. 38,
Issue 5, pp. 360-387). https://doi.org/10.1108/09600030810882816

Das, D. (2018). The impact of Sustainable Supply Chain Management practices on firm
performance: Lessons from Indian organizations. Journal of Cleaner Production, 203, 179-
196. https://doi.org/10.1016/j.jclepro.2018.08.250

Hair, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt, M. (2020). A PRIMER ON PARTIAL LEAST
SQUARES STRUCTURAL EQUATION MODELING (PLS-SEM). In SAGE Publications Ltd.

Haseeb, M., Hussain, H. I, & Kot, S. (2019). Role of Social and Technological Challenges in
Achieving a Sustainable Competitive Advantage and Sustainable Business Performance.
Sustainability, 11(14), 1-23. https://doi.org/10.3390/su11143811

Junejo, I, Saraih, U. N., Sohu, J. M,, Jagirani, T. S., Nasir, A., Ejaz, F., & Hossain, M. B. (2025).

355



Muzayanah et al. | Journal of Economic Education and Entrepreneurship Studies, 2026, 7(5): 343-357

Exploring the role of green organizational culture in enhancing sustainable logistics
performance among manufacturing SMEs in a developing economy. Discover Sustainability,
6, 1132. https://doi.org/https://doi.org/10.1007 /s43621-025-01997-x

Ketprapakorn, N., & Kantabutra, S. (2022). Toward an organizational theory of sustainability
culture. In Sustainable Production and Consumption (Vol. 32, pp. 638-654).
https://doi.org/10.1016/j.spc.2022.05.020

KUMKM. (2025). Publikasi Data Makro UMKM Tahun 2020-2024.

Lee, H. L, & Tang, C. S. (2017). Socially and Environmentally Responsible Value Chain
Innovations : New Operations Management Research Opportunities. Management Science,
64(3), 1-14. https://doi.org/http://dx.doi.org/10.1287 /mnsc.2016.2682

Lim, M. K,, Tseng, M., Hua, K., & Dat, T. (2017). Knowledge management in sustainable supply
chain management : Improving performance through an interpretive structural modelling
approach. Journal of Cleaner Production, 162, 806-816.
https://doi.org/10.1016/j.jclepro.2017.06.056

Maisaroh. (2021). Dampak Penerapan Rantai Pasokan Berkelanjutan Terhadap Keunggulan
Kompetitif Pada UMKM Konveksi di Desa Nogotirto. Matrik: Jurnal Manajemen Dan Teknik
Industri-Produksi, XX1I(1), 85-94. https://doi.org/10.30587 /matrik.v22i1.2382

Mukhsin, M., & Suryanto, T. (2022). The Effect of Sustainable Supply Chain Management on
Company Performance Mediated by Competitive Advantage. Sustainability, 14(818), 1-18.
https://doi.org/https://doi.org/10.3390/su14020818

Muzayanabh, F. N., Miharja, R., Mubarokah, I., Almanfarisi, M. G., & Hendriyanti, D. (2024). Analysis
of processed food sustainable supply chain management in Karawang Regency. 1, 1-6.
https://doi.org/10.31603/biseb.72

Naunthong, P., Nimsai, S., Punnakitikashem, P., & Kantabutra, S. (2026). Embedding Sustainability
Values in Logistics and Supply Chains: Linking Organizational Culture , Practices , and
Performance. Sustainability, 18(11), 5496.
https://doi.org/https://doi.org/10.3390/su18115496

Negri, M. (2021). Integrating sustainability and resilience in the supply chain: A systematic
literature review and a research agenda. Business Strategy and the Environment, 30(7),
2858-2886. https://doi.org/10.1002 /bse.2776

Obeng, H. A, Arhinful, R,, Mensah, L., Sarwar, A., & Ashimkhanova, S. (2026). Driving corporate
sustainability in Ghanaian SMEs : the role of knowledge-oriented leadership and knowledge
processes. July, 1-22. https://doi.org/10.3389/frsus.2026.1894703

Osei, M. B., Papadopoulos, T., Acquaye, A., & Stamati, T. (2023). Improving sustainable supply
chain performance through organisational culture: A competing values framework
approach. Journal of Purchasing and Supply Management, 29(2), 1-21.
https://doi.org/10.1016/j.pursup.2023.100821

Primadasa, R., Kusrini, E., Mansur, A, & Masudin, I. (2025). Enhancing SME supply chain
sustainability through organizational ambidexterity and supply chain agility using the
MOORA-ISM-MICMAC framework. Sustainable Futures, 10(September), 101373.
https://doi.org/10.1016/j.sftr.2025.101373

Purwoko, Judijanto, L., Abidin, Z., & Antesty, S. (2023). Sustainability Practices in MSMEs: A
Quantitative Analysis of the Impact of Green Supply Chain Management, Consumer
Awareness, and Regulatory Compliance on Market Performance. West Science
Interdisciplinary Studies, 01(10), 1039-1048. https://doi.org/10.58812 /wsis.v1i10.298

Qu, X,, Khan, A, Yahya, S., Zafar, A. U., & Shahzad, M. (2021). Green core competencies to prompt
green absorptive capacity and bolster green innovation : the moderating role of organization
" s green culture. Journal of Environmental Planning and Management, 0(0), 1-46.
https://doi.org/10.1080/09640568.2021.1891029

Sarkis, J. (2021). Supply chain sustainability: learning from the COVID-19 pandemic. International
Journal of  Operations and  Production Management, 41(1), 63-73.
https://doi.org/10.1108/1JOPM-08-2020-0568

Shahzad, M. A. (2023). Impact of green HRM practices on sustainable performance: mediating role

356



Muzayanah et al. | Journal of Economic Education and Entrepreneurship Studies, 2026, 7(5): 343-357

of green innovation, green culture, and green employees’ behavior. Environmental Science
and Pollution Research, 30(38), 88524-88547. https://doi.org/10.1007/s11356-023-
28498-6

Shahzad, M., Qu, Y., Zafar, A. U., & Appolloni, A. (2021). Does the interaction between the knowledge
management process and sustainable development practices boost corporate green
innovation ? June, 1-17. https://doi.org/10.1002/bse.2865

Siregar, D. H. (2022). Analysis of The Relationship between Practices and Performance of Green
Supply Chain Management in Indonesian Micro, Small, and Medium Enterprises ( MSMEs ).
The South East Asian Journal of Managemen, 16(2), 119-135.
https://doi.org/10.21002 /seam.v16i2.1169

Sun, ]., Sarfraz, M., Khawaja, K. F., & Abdullah, M. 1. (2022). Sustainable Supply Chain Strategy and
Sustainable Competitive Advantage : A Mediated and Moderated Model. Front. Public Health,
10(May), 1-10. https://doi.org/10.3389/fpubh.2022.895482

Truong, H. T., Dang, H. T., & Nguyen, C. Van. (2025). The influence of organizational culture ,
strategic vision development and competitive advantage on organizational performance in
small and medium enterprises. Cogent Business & Management, 12(1).
https://doi.org/10.1080/23311975.2024.2437146

Zainurrafiqi, Gazali, Risal, Z., Hakim, R, Rusdiyanto, & Asyik, N. F. (2024). Organizational
Resilience , Strategic Foresight , and Green Supply Chain Integration: A Pathway to
Sustainable Performance in MSMEs Through Green Competitive Advantage. Journal of
Management World, 4, 856-866. https://doi.org/10.53935/jomw.v2024i4.552

357



