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The Effect of Strategic Management and Employee Quality on International
Trade Competitive Advantage of Textile ExportingCompanies in Indonesia

Abstract

Every trading business has strategies, personnel, and internal and external dynamics
influenced by changing approaches in response to the era's fluctuating conditions. Due to the
unpredictability and volatility of the business environment, businesses must implement
strategic managementand employee quality to maintain a competitive advantage and adapt
to environmental changes. Therefore, the purpose of this study was to examine the effect of
strategic management and employee quality on the competitive advantage of international
trade of textile exporting companies in Indonesia, using resource-based theory as the
theoretical foundation to explain how resources and strategies help to increase the competitive
advantage of global trade companies. Using self-administered survey questionnaires, primary
data was acquired from the export managers of textile products. The techniques of convenient
sampling, cross-sectional research design, quantitative research methodology, and Partial
Least Square (PLS)- Structural EquationModeling (SEM) were utilized. The findings indicate that
strategic management has a substantial and favorable impact on the competitive advantage
of textile exporting enterprises. Similarly, staff quality has a good and significant effect on
competitive advantage. The findings revealed that adopting and executing strategic
management strategies enables a business to be responsive to changes and start beneficial
changes, resulting in a competitive advantage and sustained performance. It was suggested
that firms continuously maintain, sustain, and enhance strategic management practices
because they are a vital instrument for achieving corporate performance.

Introduction
In the twenty-first century, firms of all sizes are influenced by the global business community
since the economic climate continually evolves toward internationalization (Uwe et al., 2011).
The relationship between business and society has undergone profound upheaval in the
contemporary context. Consequently, acquiring a competitive advantage (CA) is a significant
issue for all firms in today's highly competitive global environment (Delery et al., 1996). The
rationale is that the development and performance of a company are determined by the
presence or absenceof a CA relative to competitors in the same industry (del Brío et al., 2007).
Moreover, CA for businesses indirectly contributes significantly to a nation's standing. This
occurs due to competitiveness's effectiveness in defining local rivalry and generating goods,
which are fundamental to the country's economic growth and prosperity (Delery et al., 1996) As
SM factors, stakeholder ties, knowledge, and brand reputation have fuelled these shifts (Akeju,
2014). In today's highly competitive business climate, strategic management (SM) has become
crucial due to the increased complexity and sophistication of corporate decision-making (Root,
1992), contributing to competitive advantage. One of the many responsibilities of the current
CEO is overseeing the company's internal operations (Grant, 2007). The Second group of
difficulties emerges from the company’s immediate external environment. To Correctly manage a
bussiness’s financial growth, executives must devise SM strategies that they believe will enable
the company to achieve its ideal competitive position due to a strong trade strategy (Doh,
2005). By adopting strategic processes, firms can better anticipate and plan for external
environment changes and unanticipated internal and competitive needs in the global
commerce marketplace (Y. Meral, 2019a; Y Meral, 2019b). Consequently, international trade



policy is one of the oldest debates in economics (Hutorov, 2018). Previous research has also
indicated that SM is crucial in boosting CA in international trade (Dankevych et al., 2018).
Because it is becoming more common for multinational firms to assume that if global markets
are safeguarded, then the home market must also be protected through an effective strategy,
this belief is on the rise (Fuertes et al., 2020).

In addition to SM, employee quality (EQ) significantly enhances CA ininternational trade. EQ
is a consistent quality of performance that aids in appraising a company's employees,
departments, or programs, which could lead to CA (Ab Talib, 2013). In addition, it was argued
that a company's market performance depends on its ability to utilize tangible and intangible
resources creatively and effectively and on whether or not these resources were selected
effectively. This indicates that the origin of CA is the confluence of extraordinary resources
and abilities that contribute to the production of client value (Flynn et al., 1995). This is
especially true for human resources, which are the only resource of entities able to utilize
other assets and are, therefore, autotelic (Douglas et al., 2001). It is crucial that multinational
firms not only acquire individuals with the necessary skills but also create a culture that
encourages them toremain with the organization for the long term and actively participate in
attaining CA. If employees are loyal to their employers, they are more likelyto provide high-
quality services to their clients and sustain long-term connections with them in the global
market (Bednarska, 2013; Powell, 1995). Consequently, EQ becomes a significant signal for
CA in international trade on the international market (Powell, 1995).

The literature stated that the primary cause of decreased exports is the poor value addition of
items that are not competitive on the international market, indicating that they have a low CA.
The World Economic Forum (WEF) evaluated Indonesia's competitiveness as growing from
number 38to rank 34 in 2017. As a result of Indonesia's human resources and other strategic
factors, the textile industry has become more competitive (Pratono et al., 2019). In contrast,
Indonesia has a long way to go before competing with other ASEAN nations. In other words, it
was suggested that the organization's strategic policy to sell its products on the international
market was inadequate. Furthermore, employees cannot build international product
relationships, which could also limit their CA (Widyanty, 2020). Employees exposed to threats
suffer from several physiological, mental, and emotional disorders that hinder their
competitiveness (Widyanty, 2020). Consequently, it is essential to integrate several personnel
quality factors that influence a company's CA (Delery et al., 1996). This research aims to provide
preliminary information on human resource management approaches for developing a
workplace protective culture that encourages employee success as a CA for organizations
(Widyanty, 2020). The purpose of the current study is to examine the impact of personnel
quality and strategic management on the international trade competitive advantage of
Indonesian textile exporters.The research findings show a considerable and beneficial impact
on globalcommerce, which could inform researchers and policymakers about the significance of
strategic management and personnel quality in enhancing the competitive edge in international
trade.

Literature Review

Theoretical Framework

The company's resource-based approach combines organizational economics and strategic
management (J. B. Barney, 2001). This idea explains a corporation's CA and higher performance
through its unique abilities (Johnson, 2008). According to the "resource-based view" (RBV), a
company's CA is decided by its exploitation of tangible and intangible resources (Wernerfelt,



1984; Winter, 1995). Diverse and not perfectlytransportable resources are required to support
a CA with a limited duration. This implies that valuable resources cannot be readily duplicatedor
replaced (J. Barney, 1991). Strategy is how an organization integrates its resources and
competencies with the external opportunities and threats it encounters. The company's
resources and capabilities are the primary aspects upon which its identity and strategy can be
based. The construction of an RBV begins with the crucial step of comprehending the
relationshipsbetween resources, talents, CA, and performance. The RBV has been the subject of
numerous publications written by management researchers. A company's RBV reflects its
capacity to construct a durable CA when its resources are administered so that competitors
cannot copy its outputs, creating an entrance barrier for entrants (Mahoney et al., 1992). RBV
highlights that a company's enduring CA stems from outstanding, valuable,unique, non-tradable,
or non-substitutable resources (J. Barney, 1991). According to Del Bro et al. (2007), among the
intangible resources, personnel are the essential aspect that could help to improve the CA.
Therefore, it might be said that personnel quality has become a significantaspect of enhancing
the CA (Powell, 1995)

Strategic management (SM) can exploit a company's internal shortcomings and strengths to
capitalize on external opportunities and reduce the impact of external threats and challenges.
According to Obaje (2020). Bateman andSnell (2019) defined as part of SM; Bateman and Snell
(2019) described aspart of SM; Bateman and Snell (2019) defined as part of SM; Bateman and
Snell (2019) defined as part of SM; Their notion of the strategy was a process for determining
how and where to devote resources to meet the organization's goals. According to Stukalina,
managers are accountable fordeveloping, adopting, and implementing company strategy (2014).
It is feasible to characterize a firm’s startegy as a defenive plan that outlines the activities to
position the organization within the selected marketplace, compete successfully, satisfy
consumers, and achieve improved commercial efficiency. This was their explanation of strategy.
According toCarton and Hofer (2006), strategic management is "the process that addresses the
fundamental renewal and growth of the organization, the development of the strategies,
structures, and systems required to achieve such renewal and growth, and the organizational
systems required tomanage the strategy formulation and implementation processes effectively."

According to Ansoff (2007), SM is "amethodical approach to a big andmorecritical role of general
management to position and tie the firm to its environment in a way that ensures its continued
success and protects it from unexpected events.
With SM, top leaders and managers continually re-evaluate themselves, their organization, and
their surroundings to develop a competitive advantage and produce long-lasting positive results
(Dauda, 2010). As a continuous process of evaluating and controlling the company's business
and the industries in which it operates, SM establishes objectives to meet the company's current
and potential competitors and then evaluates each strategy on a yearly or quarterly basis (i.e.,
regularly) to determine how well it has been executed and to determine the extent to which it
must be replacedwith another strategy to adapt to changing conditions. (1984).

Greenhalgh, Lawrence, and Sutton defined strategic management (SM) as a collection of
decisions and actions that collectively result in an effective strategy or strategies for
accomplishing company objectives (1988). Strategic managers utilize the strategic
management process to make strategic decision. SM is a systematic plan based on
management principles and practices that identifies the objectives and missions of an
organization. Determines an appropriate aim achieve the purpose, recognizes both the
opportunities and limitations offered by the environment, and then formulates a logical and
achievable technique for achieving the goal (Aremu, 2014).



Hypothesis Development

According to a study by Umar (2005), SM significantly affects competitive advantage. S.
Adeyemi (1992) discovered further that SM practices and competitive is interrelated. Dauda,
Akingbade and Akinlabi (2010) analyze the impact of an SM strategy in greater detail.
Utilizing SM techniques may increase a company's profitability and market share advantage.
In addition, Gichunge (2007) examined the influence of SM on competitive advantage. His
most important discovery was that competition appears to be the driving force behind the
adoption of institutional SM by organizations that outperform those who do not utilize it.
Ethiraj, Kale, Krishnan, and Singh (2005) investigated how the strategic planning approach
could be modified to increase organizational performance

Strategic planning was a significant predictor of enhanced competitive advantage in this
study. This new generation of SM tools directly affected the performance of businesses. In
addition, Owolabi and Makinde (2012) discovered through research that strategic planning
substantially impacts the success of companies. The findings indicated a significant beneficial
association between strategic planning and corporate performance. Muogbo (2013)
investigated the influence of SM on the development and expansion of manufacturing
businesses in the Anambra region of Nigeria. He found that SM significantly impacted a
company's competitive advantage and argued that SM substantially improves a company's
ability to compete in the marketplace. Boyne and Walker (2010) conducted a multivariate
study on the relationship between strategy and organizational performance and discovered
substantial correlations. Based on preliminary analysis, the following research hypothesis has
been developed:

H1: Strategic management positively and significantly affects internationaltrade competitive
advantage.

Employee's Quality and Competitive Advantage

Quality and competitive advantage (CA) are connected. CA can be evaluated through a
comparison of quantitative output to behavioral requirements. It was discovered that staff
quality increases significantly and positively (Bowen et al., 1989). In addition, analysts assert
that organizations must maintain an inherent tension between staff quality and CA in the
market. A separate study discovered that staff quality had a favorable and substantial effect
on competitive advantage (Aiello, 1995). The impact of incentives and rewards given by
corporations on their competitive advantage is excellent and significant (Kerr, 2003). In
contrast, Del Bro et al. (2007) discovered that staff quality negatively affects competitive
advantage. Based on prior study, the following research hypothesis has been developed:

H2: Employee quality positively and significantly affects international trade competitive
advantage.



ResearchMethodology

This study aim to examine the impact of personnel quality and strategic management on the
international trade competitive advantage of Indonesian multinational corporations. The
quantitative research methodwas chosen based on the research purpose since it has greater
credibility and validity than the qualitative research method (Pluye et al., 2009). Therefore,
this methodology is deemed suitable for this investigation. In addition, there are longitudinal
and cross-sectional research designs. In longitudinal research designs, data are collected at
several time intervals, whereas in cross-sectional designs, data are collected only once
(Kothari etal., 2014). This research obtained data via a self-administeredquestionnaire from
which data was collected all at once. Therefore, the present study employed a cross-
sectional design.

Data Analysis

The Smart PLS 3.2.7 was used to evaluate the input after filtering it. The gathered data was
first placed via an external evaluation before being subjected to hypothesis testing.

Convergent Validity

The following tests were conducted to evaluate the validity and reliability of the
questionnaire's constructs. The convergent validity was assessed using the Cronbach alpha,
composite reliability (Greenhalgh et al.), factor loadings, and average variance extracted (AVE)
(Mahoney et al., 1992). TheCR, which measures internal consistency, and the Fornell-Larcker
criterion used to assess discriminant validity, internal consistency, and discriminant validity,
respectively, are evaluated. (Mahoney et al., 1992) suggested that the CR value should be
more significant than 0.7 and stated that it is a genuine loading that is more appropriate
based on Cronbach's alpha of theconstruct (R. Ahmad, Ahmad, M. J., Farhan, M., & Arshad, M.
A, 2020; R. Ahmad, Bin Mohammad, H., & Nordin, S. B, 2019; Bhatti et al., 2020; Hussain,
2018). In addition, Hair et al. (2016) indicated that the suggested value for factor loadings
should be greater than 0.5, and the recommendedvalue for AVE should be greater than 0.5 or
higher. The average variance extracted was analyzed to determine if the latent indicators
shared an ordinary variance level (Mahoney et al., 1992). The anticipated values in Table 1
demonstrates that all values exceed the acceptable maximums.



Table 1. : Convergent Validity

Source: Author's Illustration

Discriminant Validity
Discriminant Validity is a parameter used to determine whether or not the variables are
expected to be uncorrelated. In other words, the latent variable must distinguish itself from the
other variable. It is calculated based on two estimates. Discriminant validity must be proved to
guaranteethat the data is accurate and that the results are dependable and do not statistically
deviate (J. F. Hair Jr, Matthews, L. M., Matthews, R. L., & Sarstedt, M, 2017). It states that
different variables should not be correlated, as well as separating two conceptions from others
(J. F. Hair Jr, Matthews, L. M., Matthews, R. L., & Sarstedt, M, 2017). Compared to other
variables, Fornell and Larcker proposed that a specialized variable with its item should have
greater volatility (J.F.Hair Jr, Matthews, L.M., Matthews R.L., & Sarstedt, M. 2017) .

Constructs Items Loadings CR AVE
Strategic management SM1 0.857 0.935 0.643

SM2 0.806
SM3 0.867
SM4 0.910
SM5 0.783
SM6 0.682
SM7 0.812
SM8 0.780
SM9 0.923
SM10 0.672

Employee Quality EQ1 0.831 0.938 0.836
EQ2 0.804
EQ3 0.779
EQ4 0.793
EQ5 0.942
EQ6 0.923
EQ7 0.876
EQ8 0.743
EQ10 0.861
EQ11 0.893
EQ12 0.808
EQ13 0.796
EQ14 0.643
EQ15 0.764
EQ16 0.883
EQ17 0.818
EQ19 0.916

Competitive Advantage CA1 0.861 0.844 0.718
CA2 0.865
CA3 0.814
CA4 0.890



The diagonal parts of the Fornell and Larcker criteria represent the square root of AVE, which
must be greater than its square correlation (J. F. Hair Jr, Hult, G. T. M., Ringle, C., & Sarstedt,
M, 2016). Table 2 contains the frequency of all diagonal lines in their respective columns.
The fact that 7 columns are higher confirms the discriminant validity.

Table 2: Fornell and Larcker (1981)
SM EM CA

SM 0.802
EM 0.602 0.803
CA 0.528 0.338 0.832

Source: Author's estimation

The approach for evaluating the heterotrait-monotrait (HTMT) model is used to establish
discriminant validity and correlation ratio. Despite this, several studies suggest that the
Fornell and Larcker criteria are inefficient in assessing discriminant validity in some
circumstances. Nonetheless, research indicates that the Fornell and Larcker criterion is
ineffective in determining discriminant validity under certain conditions. As a result,
Henseler, Ringle, and Sarstedt (2015) established the HTMT correlation ratio as a broader
and less restrictive method for evaluating the discriminant validity of PLS–SEM-using
researchers. This strategy applies to all techniques involving latent variables. The HTMT
threshold value is less than 0.9 (Henseler et al., 2015), and even if the HTMT value exceeds
this threshold, discriminating validity has not been achieved. Table 3 displays the HTMT
results, which reveal that every value is less than 0.90.

Table 3: Heterotrat-Monotrait Ratio (HTMT)
SM EQ CA

SM
EQ 0.697
CA 0.625 0.424

Source: Author's estimation

In this investigation, there were two primary hypotheses. The Partial Least Square (PLS)-
Structural Equation Model (SEM) technique was utilized to assess the research hypotheses.
The Smart PLS 3 program was employed to assess the study's hypothesis (J. F. Hair Jr,
Matthews, L. M., Matthews,
R. L., & Sarstedt, M, 2017). Table 4 projected the study's outcomes. Table 4demonstrates
that strategic management (SM) has a considerable andbeneficial effect on the comparative
advantage (CA) of textile exporting enterprises in Indonesia engaged in international
commerce. This result lends credence to the stated hypothesis that when strategic
management methods are assigned appropriately, the competitive advantage in theforeign
market is likewise enhanced. Based on these facts, it might be argued that textile exporting
enterprises in Indonesia play a significant role in maintaining competitive advantage tactics in
international trade.
Similarly, employee quality (EQ) also has a substantial and favorable effecton CA. This finding
also supports the stated hypothesis, which indicates that the CA of exporting textile products
increases when the quality of staff is enhanced by training. These results suggest that
Indonesian textile enterprises have higher quality staff, contributing to an increase in the CA
in international commerce. The projected findings described previously are shown in Table 3
below.



Table 3: Hypothesis testing

No Hypothesis Loadings T Statistics P Values Decision
H1 SM ->CA 0.042 4.613 0.000 Supported
H2 PQ-> OP 0.305 4.488 0.000 Supported

Source: Author's estimation

Figure 2: Structural Model

Discussion and Conclusion

Every trading company has a set of aims and objectives for developing its various strategies
and human development objectives to enhance employee quality. Existing research indicates
that a company's competitive edge in global trade increases with the appropriate strategy
and high- quality employees (Olanipekun, 2015). Internal and external dynamics influence
and determine the evolution of a company’s strategy in response to fluctuating market
conditions. Before Covid 19, preventing social inequity was a top concern for trade firms.
However, after Covid 19, it became more important to ensure that the technical
infrastructures of thehealth and education sectors remain stable and to assist developing
countries in eliminating technological inequality. However, the textile manufacturing sectors
were unstable because they lacked the appropriatestrategies to compete in the challenging
environment. As a result, organizations are believed to be operating in a turbulent and
hypercompetitive environment. Their goal is to continue functioning successfully by
developing and delivering high-quality products to their consumers while also understanding
when and how to adapt to a constantly shifting and volatile business environment. Therefore,
strategicmanagement is essential, as it comprises planning and devising strategies to face



competition while maintaining long-term survival and growth.
This will form competitive advantage, allowing the company to not only outperform
competitors but also successfully traverse all environmental changes. A company's strategy
and employee caliber serve as a road map for its future competitive advantage (CA). For this
reason, strategic management (SM) and employee quality (EQ) are crucial aspects of
enhancing competitive advantage (CA) in international trade. Therefore, this study aims to
determine the impact of SM and EQ on the CA of Indonesian textile firms engaged in global
commerce. For this aim, data was collected from the seniormanagers of each textile company,
indicating that the unit of analysis is the firm. The results of the Partial Least Square (PLS)-
Structural Equation Modeling (SEM) reveal that SM has a favorable and significant impact on
CA in the international commerce of Indonesian textile enterprises. These results
demonstrate when textile firms have the appropriate tactics to achieve their CA on the global
market. These findingsare corroborated by more studies with the same conclusions (Adeyemi,
2017; Muogbo, 2013; Olanipekun, 2015). Similarly, the QE benefits and considerably affects
CA in international commerce for Indonesian textile exporters. This result is corroborated by
Schepers, Nijssen, and Van der Heijden (2016) and Singh (2000), who discovered the same
outcomes. Theassociation between EQ and CA was high. Consequently, this demonstratesthat
judging EQ's mental health just by their productivity is an error. In today's competitive
market, providing coping resources is just as crucial as meeting productivity and quality
expectations because these demands willonly increase in the future.

Implications and Future Directions

There are several practical and theoretical consequences of the current work. Prior research
mainly focused on the impact of strategic management on competitive advantage (Schepers
et al., 2016). However, previous research did not examine the combined influence of
strategic management and personnel quality on the competitive advantage of Indonesian
textile exporters in international trade. Therefore, this study contributed to the body of
literature regarding the combined influence of strategic management and staff quality on
competitive advantage in international trade of textile exporting enterprises in Indonesia,
thereby assisting future researchers. The research findings could also help policymakers and
managers understand the significance of management methods that can enhance the
exporting industry's competitive edge. Thirdly, the current study could aid in understanding
the importance of quality employees, which would benefit firms engaged in international
trade. Therefore, managers and policymakers should have appropriate human development
objectives to improve the skills and quality of employees through the provision of diverse
training and development courses.

Along with numerous ramifications, the current study has certain limitations that should be
explored further to improve its reliability. First, the study was limited to Indonesia, which has
cultural and demographic features distinct from those of developed nations. Consequently,
the findings cannot be generalized to other developed economies. In this aspect, additional
research on other developed economies could strengthen the generalizability of the study.
Second, the study was limited to the direct effect. Still, other moderating or mediating
variables, such as environment suitability or cultural factors, could alter the relationship
between strategic management, employee quality, and competitive advantage. Thirdly, the
study was limited to a cross-sectional research strategy in which data was collected at a
single point in time; there is also a longitudinal research design that could aid improve the
dependability of the research. Consequently, the future study may focus on longitudinal
research design.
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The Effect of Strategic Management and Employee Quality on International
Trade Competitive Advantage of Textile Exporting Companies in Indonesia

Abstract

Every trading business has strategies, personnel, and internal and external dynamics
influenced by changing approaches in response to the era's fluctuating conditions. Due to the
unpredictability and volatility of the business environment, businesses must implement
strategic managementand employee quality to maintain a competitive advantage and adapt
to environmental changes. Therefore, the purpose of this study was to examine the effect of
strategic management and employee quality on the competitive advantage of international
trade of textile exporting companies in Indonesia, using resource-based theory as the
theoretical foundation to explain how resources and strategies help to increase the competitive
advantage of global trade companies. Using self-administered survey questionnaires, primary
data was acquired from the export managers of textile products. The techniques of convenient
sampling, cross-sectional research design, quantitative research methodology, and Partial
Least Square (PLS)- Structural EquationModeling (SEM) were utilized. The findings indicate that
strategic management has a substantial and favorable impact on the competitive advantage
of textile exporting enterprises. Similarly, staff quality has a good and significant effect on
competitive advantage. The findings revealed that adopting and executing strategic
management strategies enables a business to be responsive to changes and start beneficial
changes, resulting in a competitive advantage and sustained performance. It was suggested
that firms continuously maintain, sustain, and enhance strategic management practices
because they are a vital instrument for achieving corporate performance.

Introduction
In the twenty-first century, firms of all sizes are influenced by the global business community
since the economic climate continually evolves toward internationalization (Uwe et al., 2011).
The relationship between business and society has undergone profound upheaval in the
contemporary context. Consequently, acquiring a competitive advantage (CA) is a significant
issue for all firms in today's highly competitive global environment (Delery et al., 1996). The
rationale is that the development and performance of a company are determined by the
presence or absenceof a CA relative to competitors in the same industry (del Brío et al., 2007).
Moreover, CA for businesses indirectly contributes significantly to a nation's standing. This
occurs due to competitiveness's effectiveness in defining local rivalry and generating goods,
which are fundamental to the country's economic growth and prosperity (Delery et al., 1996) As
SM factors, stakeholder ties, knowledge, and brand reputation have fuelled these shifts (Akeju,
2014). In today's highly competitive business climate, strategic management (SM) has become
crucial due to the increased complexity and sophistication of corporate decision-making (Root,
1992), contributing to competitive advantage. One of the many responsibilities of the current
CEO is overseeing the company's internal operations (Grant, 2007). The Second group of
difficulties emerges from the company’s immediate external environment. To Correctly manage a
bussiness’s financial growth, executives must devise SM strategies that they believe will enable
the company to achieve its ideal competitive position due to a strong trade strategy (Doh,
2005). By adopting strategic processes, firms can better anticipate and plan for external
environment changes and unanticipated internal and competitive needs in the global
commerce marketplace (Y. Meral, 2019a; Y Meral, 2019b). Consequently, international trade
policy is one of the oldest debates in economics (Hutorov, 2018). Previous research has also
indicated that SM is crucial in boosting CA in international trade (Dankevych et al., 2018).



Because it is becoming more common for multinational firms to assume that if global markets
are safeguarded, then the home market must also be protected through an effective strategy,
this belief is on the rise (Fuertes et al., 2020).

Moreover, Porter and Advantage (1985) emphasized that a company's connection to its
environment is the foundation of a complete strategy design. According to Olanipekun,
Abioro, Akanni, Arulogun, and Rabiu(2015), a well-defined strategy can generate enthusiasm
among numerous stakeholders, including investors, distributors, creditors, consumers, and
employees in the company's CA. The usage of SM enables the systematic implementation of
modifications (Fuertes et al., 2020).It allows organizations to organize their resources in a
manner that assists them in achieving their objectives. Sharabati and Fuqaha (2014)
discovered that SM was considered the major activity that distinguished businesses from one
another throughout the globalization era. SM is the key to attaining a business's vision,
strategy, and objectives. Regardless of their origin or purpose, all organizations should
implement SM practices to ensure compatibility with their environment. SM is a field that
focuses on plannedand unplanned large-scale efforts done by general managers on behalf of
their owners that entail the deployment of resources to enhance external organizational
effectiveness (Nag et al., 2007; Paulraj et al., 2007). To attain these goals, it is necessary to
identify the organization's mission, vision, and objectives, formulate policies and concepts,
typically in the form of projects and programs, and allocate resources for putting these plans
and strategies into action (Kiseleva, 2022). SM is described as a management activity that is
subordinate to objective planning and superior to tactics. Inaddition, it lays the groundwork
for the company's long-term strategy, enhancing its competitive advantage (Kiseleva, 2022).
This demonstrates that SM is essential in increasing the CA in international trade.

In addition to SM, employee quality (EQ) significantly enhances CA ininternational trade. EQ
is a consistent quality of performance that aids in appraising a company's employees,
departments, or programs, which could lead to CA (Ab Talib, 2013). In addition, it was argued
that a company's market performance depends on its ability to utilize tangible and intangible
resources creatively and effectively and on whether or not these resources were selected
effectively. This indicates that the origin of CA is the confluence of extraordinary resources
and abilities that contribute to the production of client value (Flynn et al., 1995). This is
especially true for human resources, which are the only resource of entities able to utilize
other assets and are, therefore, autotelic (Douglas et al., 2001). It is crucial that multinational
firms not only acquire individuals with the necessary skills but also create a culture that
encourages them toremain with the organization for the long term and actively participate in
attaining CA. If employees are loyal to their employers, they are more likelyto provide high-
quality services to their clients and sustain long-term connections with them in the global
market (Bednarska, 2013; Powell, 1995). Consequently, EQ becomes a significant signal for
CA in international trade on the international market (Powell, 1995).

Despite the theoretical significance of SM and EQ for CA, there are still empirical gaps. Prior
research has primarily focused on established economies (Bednarska, 2013; Boiko, 2019;
Laari et al., 2018) while developing economies, particularly Indonesia, have received scant
attention. Secondly, previous research has focusedmainly on the individualeffect of SM on CA.
(J. B. Barney & Hesterly, 2010, 2015), impact of EQ on CA (del Brío et al., 2007; Molina-Azorín
et al., 2015). However, little research has been conducted on the combined impact of SM and
EQ on CA. Previous research has primarily focused on other industries (J. B. Barney, &
Hesterly, W. S, 2010; del Brío et al., 2007; Hitt et al., 2017). But pays little attention to
international textile exporting enterprises in Indonesia. The Indonesian apparel and textiles
sector is among the world's top 10 producers and exporters. The industry employs over



600,000 individuals. Due to decreased labor costs, around 20% of manufacturers have
relocatedoutput from West Java to Central Java in recent years. However, Central Java is far
less efficient than Jakarta and its environs in West Java. In 2019,Indonesia exported clothes
and fabric for $9,172.36 million per month. Due to the COVID-19 epidemic, the value of
exports decreased by 15.94% to
$7,709.94 million last year. In 2020, the average monthly export declined to $642.49 million.
This is anticipated to reduce to a monthly average of
$599.30 million during January-July 2021, a 6.72 percent decrease.

The literature stated that the primary cause of decreased exports is the poor value addition of
items that are not competitive on the international market, indicating that they have a low CA.
The World Economic Forum (WEF) evaluated Indonesia's competitiveness as growing from
number 38to rank 34 in 2017. As a result of Indonesia's human resources and other strategic
factors, the textile industry has become more competitive (Pratono et al., 2019). In contrast,
Indonesia has a long way to go before competing with other ASEAN nations. In other words, it
was suggested that the organization's strategic policy to sell its products on the international
market was inadequate. Furthermore, employees cannot build international product
relationships, which could also limit their CA (Widyanty, 2020). Employees exposed to threats
suffer from several physiological, mental, and emotional disorders that hinder their
competitiveness (Widyanty, 2020). Consequently, it is essential to integrate several personnel
quality factors that influence a company's CA (Delery et al., 1996). This research aims to provide
preliminary information on human resource management approaches for developing a
workplace protective culture that encourages employee success as a CA for organizations
(Widyanty, 2020). The purpose of the current study is to examine the impact of personnel
quality and strategic management on the international trade competitive advantage of
Indonesian textile exporters.The research findings show a considerable and beneficial impact
on globalcommerce, which could inform researchers and policymakers about the significance of
strategic management and personnel quality in enhancing the competitive edge in international
trade.

Literature Review

Theoretical Framework

The company's resource-based approach combines organizational economics and strategic
management (J. B. Barney, 2001). This idea explains a corporation's CA and higher performance
through its unique abilities (Johnson, 2008). According to the "resource-based view" (RBV), a
company's CA is decided by its exploitation of tangible and intangible resources (Wernerfelt,
1984; Winter, 1995). Diverse and not perfectlytransportable resources are required to support
a CA with a limited duration. This implies that valuable resources cannot be readily duplicatedor
replaced (J. Barney, 1991). Strategy is how an organization integrates its resources and
competencies with the external opportunities and threats it encounters. The company's
resources and capabilities are the primary aspects upon which its identity and strategy can be
based. The construction of an RBV begins with the crucial step of comprehending the
relationshipsbetween resources, talents, CA, and performance. The RBV has been the subject of
numerous publications written by management researchers. A company's RBV reflects its
capacity to construct a durable CA when its resources are administered so that competitors
cannot copy its outputs, creating an entrance barrier for entrants (Mahoney et al., 1992). RBV
highlights that a company's enduring CA stems from outstanding, valuable,unique, non-tradable,
or non-substitutable resources (J. Barney, 1991). According to Del Bro et al. (2007), among the
intangible resources, personnel are the essential aspect that could help to improve the CA.



Therefore, it might be said that personnel quality has become a significantaspect of enhancing
the CA (Powell, 1995)

Strategic management (SM) can exploit a company's internal shortcomings and strengths to
capitalize on external opportunities and reduce the impact of external threats and challenges.
According to Obaje (2020). Bateman andSnell (2019) defined as part of SM; Bateman and Snell
(2019) described aspart of SM; Bateman and Snell (2019) defined as part of SM; Bateman and
Snell (2019) defined as part of SM; Their notion of the strategy was a process for determining
how and where to devote resources to meet the organization's goals. According to Stukalina,
managers are accountable fordeveloping, adopting, and implementing company strategy (2014).
It is feasible to characterize a firm’s startegy as a defenive plan that outlines the activities to
position the organization within the selected marketplace, compete successfully, satisfy
consumers, and achieve improved commercial efficiency. This was their explanation of strategy.
According toCarton and Hofer (2006), strategic management is "the process that addresses the
fundamental renewal and growth of the organization, the development of the strategies,
structures, and systems required to achieve such renewal and growth, and the organizational
systems required tomanage the strategy formulation and implementation processes effectively."

According to Ansoff (2007), SM is "a methodical approach to a big andmorecritical role of general
management to position and tie the firm to its environment in a way that ensures its continued
success and protects it from unexpected events. " The fundamental objective of this study is to
paymore attention to the interaction between the organization and its environment to achieve
long-term success while avoiding environmental surprises. According to Sharplin and Mabry
(1985), SM is "the formulation and implementation of plans and actions related to the
organization's most important themes." This comprehensive view of SM considers the
organization's most important plans and operations.
With SM, top leaders and managers continually re-evaluate themselves, their organization,
and their surroundings to develop a competitive advantage and produce long-lasting positive
results (Dauda, 2010). As a continuous process of evaluating and controlling the company's
business and the industries in which it operates, SM establishes objectives to meet the
company's current and potential competitors and then evaluates each strategy on a yearly or
quarterly basis (i.e., regularly) to determine how well it has been executed and to determine
the extent to which it must be replaced with another strategy to adapt to changing conditions.
(1984). SMis also a sort of management defined as "the definition of an organization'smission
and the steps it will take to fulfill that purpose." Its management's decisions and actions
define a firm's long-term success. To achieve their objectives, companies must design and
implement strategies that align thecompany with its environment. According to the definition
provided by the "Institute of SM, Nigeria" (2010), strategic management is an integrative
managerial function that requires all managers of an organization to engage in continuous
re-evaluation and auditing of themselves, the organization, and the surrounding
environment to establish a competitiveadvantage and achieve long-term goals. Stakeholder
Management is an alternative term for SM "organization's mission statement and a plan to
achieve it. Its management's decisions and actions define a firm's long-term success. To
achieve organizational objectives, it is vital to create and apply strategies that align the
organization with its environment.

Greenhalgh, Lawrence, and Sutton defined strategic management (SM) as a collection of
decisions and actions that collectively result in an effective strategy or strategies for
accomplishing company objectives (1988). Strategic managers utilize the strategic
management process to make strategic decision. SM is a systematic plan based on
management principles and practices that identifies the objectives and missions of an
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organization. Determines an appropriate aim achieve the purpose, recognizes both the
opportunities and limitations offered by the environment, and then formulates a logical and
achievable technique for achieving the goal (Aremu, 2014). SM refers to defining an
organizational strategy based on the organization's mission and purpose to ensure that the
organization is moving in the intended direction. As an organization develops its identity,
stance on current issues, and future demand, its purpose, vision, and strategy become
increasingly significant. The three concepts are interwoven because all three must be
established or explored in the early phases of an all-encompassing organizational
development program.

In addition to SM, the company's other resource is the quality of its workers. Multiple studies
indicate a correlation between competitive advantage (CA) and employee quality. Comparing
quantitative output to behavioral needs that could aid organizations in enhancing their
competitive advantage can be used to assess competitive advantage (Holtzhausen, 2002). In
other words, (Alalie, 2019) suggested that when the employees' abilities are raised, their
performance also improves, whichmight lead to the firm obtaining CA in the international
market. Similarly, Alalie et al. (2019) elaborated that employee knowledge enhances the
employees, which could result in the firm gaining a competitive advantage. Based on past
theoretical studies, it is possible to conclude that staff quality is an essential indicator
alongside SM. Based on the preceding description,the study's research framework consists of
the following two types of variables: independent and dependent. Strategic management
and staff quality are independent factors, while the competitive advantage is the dependent
variable. The variables are predicted in Figure 1, shown below

Figure.1: Research Framework

Hypothesis Development

According to a study by Umar (2005), SM significantly affects competitive advantage. S.
Adeyemi (1992) discovered further that SM practices and competitive is interrelated. Dauda,
Akingbade and Akinlabi (2010) analyze the impact of an SM strategy in greater detail.
Utilizing SM techniques may increase a company's profitability and market share advantage.
In addition, Gichunge (2007) examined the influence of SM on competitive advantage. His
most important discovery was that competition appears to be the driving force behind the
adoption of institutional SM by organizations that outperform those who do not utilize it.
Ethiraj, Kale, Krishnan, and Singh (2005) investigated how the strategic planning approach
could be modified to increase organizational performance.



Strategic planning was a significant predictor of enhanced competitive advantage in this
study. This new generation of SM tools directly affected the performance of businesses. In
addition, Owolabi and Makinde (2012) discovered through research that strategic planning
substantially impacts the success of companies. The findings indicated a significant beneficial
association between strategic planning and corporate performance. Muogbo (2013)
investigated the influence of SM on the development and expansion of manufacturing
businesses in the Anambra region of Nigeria. He found that SM significantly impacted a
company's competitive advantage and argued that SM substantially improves a company's
ability to compete in the marketplace. Boyne and Walker (2010) conducted a multivariate
study on the relationship between strategy and organizational performance and discovered
substantial correlations. Based on preliminary analysis, the following research hypothesis has
been developed:

H1: Strategic management positively and significantly affects internationaltrade competitive
advantage.

Employee's Quality and Competitive Advantage

Quality and competitive advantage (CA) are connected. CA can be evaluated through a
comparison of quantitative output to behavioral requirements. It was discovered that staff
quality increases significantly and positively (Bowen et al., 1989). In addition, analysts assert
that organizations must maintain an inherent tension between staff quality and CA in the
market. A separate study discovered that staff quality had a favorable and substantial effect
on competitive advantage (Aiello, 1995). The impact of incentives and rewards given by
corporations on their competitive advantage is excellent and significant (Kerr, 2003). In
contrast, Del Bro et al. (2007) discovered that staff quality negatively affects competitive
advantage. Based on prior study, the following research hypothesis has been developed:

H2: Employee quality positively and significantly affects international trade competitive
advantage.

ResearchMethodology

This study aim to examine the impact of personnel quality and strategic management on the
international trade competitive advantage of Indonesian multinational corporations. The
quantitative research methodwas chosen based on the research purpose since it has greater
credibility and validity than the qualitative research method (Pluye et al., 2009). Therefore,
this methodology is deemed suitable for this investigation. In addition, there are longitudinal
and cross-sectional research designs. In longitudinal research designs, data are collected at
several time intervals, whereas in cross-sectional designs, data are collected only once
(Kothari etal., 2014). This research obtained data via a self-administeredquestionnaire from
which data was collected all at once. Therefore, the present study employed a cross-
sectional design.

Data Analysis

The Smart PLS 3.2.7 was used to evaluate the input after filtering it. The gathered data was
first placed via an external evaluation before being subjected to hypothesis testing.



Convergent Validity
The following tests were conducted to evaluate the validity and reliability of the
questionnaire's constructs. The convergent validity was assessed using the Cronbach alpha,
composite reliability (Greenhalgh et al.), factor loadings, and average variance extracted (AVE)
(Mahoney et al., 1992). TheCR, which measures internal consistency, and the Fornell-Larcker
criterion used to assess discriminant validity, internal consistency, and discriminant validity,
respectively, are evaluated. (Mahoney et al., 1992) suggested that the CR value should be
more significant than 0.7 and stated that it is a genuine loading that is more appropriate
based on Cronbach's alpha of theconstruct (R. Ahmad, Ahmad, M. J., Farhan, M., & Arshad, M.
A, 2020; R. Ahmad, Bin Mohammad, H., & Nordin, S. B, 2019; Bhatti et al., 2020; Hussain,
2018). In addition, Hair et al. (2016) indicated that the suggested value for factor loadings
should be greater than 0.5, and the recommendedvalue for AVE should be greater than 0.5 or
higher. The average variance extracted was analyzed to determine if the latent indicators
shared an ordinary variance level (Mahoney et al., 1992). The anticipated values in Table 1
demonstrates that all values exceed the acceptable maximums.
Table 1. : Convergent Validity

Constructs Items Loadings CR AVE
Strategic management SM1 0.857 0.935 0.643

SM2 0.806
SM3 0.867
SM4 0.910
SM5 0.783
SM6 0.682
SM7 0.812
SM8 0.780
SM9 0.923
SM10 0.672

Employee Quality EQ1 0.831 0.938 0.836
EQ2 0.804
EQ3 0.779
EQ4 0.793
EQ5 0.942
EQ6 0.923
EQ7 0.876
EQ8 0.743
EQ10 0.861
EQ11 0.893
EQ12 0.808
EQ13 0.796
EQ14 0.643
EQ15 0.764
EQ16 0.883
EQ17 0.818
EQ19 0.916

Competitive Advantage CA1 0.861 0.844 0.718
CA2 0.865
CA3 0.814
CA4 0.890



Source: Author's Illustration

Discriminant Validity

Discriminant Validity is a parameter used to determine whether or not the variables are
expected to be uncorrelated. In other words, the latent variable must distinguish itself from the
other variable. It is calculated based on two estimates. Discriminant validity must be proved to
guaranteethat the data is accurate and that the results are dependable and do not statistically
deviate (J. F. Hair Jr, Matthews, L. M., Matthews, R. L., & Sarstedt, M, 2017). It states that
different variables should not be correlated, as well as separating two conceptions from others
(J. F. Hair Jr, Matthews, L. M., Matthews, R. L., & Sarstedt, M, 2017). Compared to other
variables, Fornell and Larcker proposed that a specialized variable with its item should have
greater volatility (J.F.Hair Jr, Matthews, L.M., Matthews R.L., & Sarstedt, M. 2017) .

The diagonal parts of the Fornell and Larcker criteria represent the square root of AVE, which
must be greater than its square correlation (J. F. Hair Jr, Hult, G. T. M., Ringle, C., & Sarstedt,
M, 2016). Table 2 contains the frequency of all diagonal lines in their respective columns.
The fact that 7 columns are higher confirms the discriminant validity.

Table 2: Fornell and Larcker (1981)
SM EM CA

SM 0.802
EM 0.602 0.803
CA 0.528 0.338 0.832

Source: Author's estimation

The approach for evaluating the heterotrait-monotrait (HTMT) model is used to establish
discriminant validity and correlation ratio. Despite this, several studies suggest that the
Fornell and Larcker criteria are inefficient in assessing discriminant validity in some
circumstances. Nonetheless, research indicates that the Fornell and Larcker criterion is
ineffective in determining discriminant validity under certain conditions. As a result,
Henseler, Ringle, and Sarstedt (2015) established the HTMT correlation ratio as a broader
and less restrictive method for evaluating the discriminant validity of PLS–SEM-using
researchers. This strategy applies to all techniques involving latent variables. The HTMT
threshold value is less than 0.9 (Henseler et al., 2015), and even if the HTMT value exceeds
this threshold, discriminating validity has not been achieved. Table 3 displays the HTMT
results, which reveal that every value is less than 0.90.

Table 3: Heterotrat-Monotrait Ratio (HTMT)
SM EQ CA

SM
EQ 0.697
CA 0.625 0.424

Source: Author's estimation

In this investigation, there were two primary hypotheses. The Partial Least Square (PLS)-
Structural Equation Model (SEM) technique was utilized to assess the research hypotheses.
The Smart PLS 3 program was employed to assess the study's hypothesis (J. F. Hair Jr,
Matthews, L. M., Matthews,
R. L., & Sarstedt, M, 2017). Table 4 projected the study's outcomes. Table 4demonstrates



that strategic management (SM) has a considerable andbeneficial effect on the comparative
advantage (CA) of textile exporting enterprises in Indonesia engaged in international
commerce. This result lends credence to the stated hypothesis that when strategic
management methods are assigned appropriately, the competitive advantage in theforeign
market is likewise enhanced. Based on these facts, it might be argued that textile exporting
enterprises in Indonesia play a significant role in maintaining competitive advantage tactics in
international trade.
Similarly, employee quality (EQ) also has a substantial and favorable effecton CA. This finding
also supports the stated hypothesis, which indicates that the CA of exporting textile products
increases when the quality of staff is enhanced by training. These results suggest that
Indonesian textile enterprises have higher quality staff, contributing to an increase in the CA
in international commerce. The projected findings described previously are shown in Table 3
below.

Table 3: Hypothesis testing

No Hypothesis Loadings T Statistics P Values Decision
H1 SM ->CA 0.042 4.613 0.000 Supported
H2 PQ-> OP 0.305 4.488 0.000 Supported

Source: Author's estimation

Figure 2: Structural Model



Discussion and Conclusion

Every trading company has a set of aims and objectives for developing its various strategies
and human development objectives to enhance employee quality. Existing research indicates
that a company's competitive edge in global trade increases with the appropriate strategy
and high- quality employees (Olanipekun, 2015). Internal and external dynamics influence
and determine the evolution of a company’s strategy in response to fluctuating market
conditions. Before Covid 19, preventing social inequity was a top concern for trade firms.
However, after Covid 19, it became more important to ensure that the technical
infrastructures of thehealth and education sectors remain stable and to assist developing
countries in eliminating technological inequality. However, the textile manufacturing sectors
were unstable because they lacked the appropriatestrategies to compete in the challenging
environment. As a result, organizations are believed to be operating in a turbulent and
hypercompetitive environment. Their goal is to continue functioning successfully by
developing and delivering high-quality products to their consumers while also understanding
when and how to adapt to a constantly shifting and volatile business environment. Therefore,
strategicmanagement is essential, as it comprises planning and devising strategies to face
competition while maintaining long-term survival and growth.

This will form competitive advantage, allowing the company to not only outperform
competitors but also successfully traverse all environmental changes. A company's strategy
and employee caliber serve as a road map for its future competitive advantage (CA). For this
reason, strategic management (SM) and employee quality (EQ) are crucial aspects of
enhancing competitive advantage (CA) in international trade. Therefore, this study aims to
determine the impact of SM and EQ on the CA of Indonesian textile firms engaged in global
commerce. For this aim, data was collected from the seniormanagers of each textile company,
indicating that the unit of analysis is the firm. The results of the Partial Least Square (PLS)-
Structural Equation Modeling (SEM) reveal that SM has a favorable and significant impact on
CA in the international commerce of Indonesian textile enterprises. These results
demonstrate when textile firms have the appropriate tactics to achieve their CA on the global
market. These findingsare corroborated by more studies with the same conclusions (Adeyemi,
2017; Muogbo, 2013; Olanipekun, 2015). Similarly, the QE benefits and considerably affects
CA in international commerce for Indonesian textile exporters. This result is corroborated by
Schepers, Nijssen, and Van der Heijden (2016) and Singh (2000), who discovered the same
outcomes. Theassociation between EQ and CA was high. Consequently, this demonstratesthat
judging EQ's mental health just by their productivity is an error. In today's competitive
market, providing coping resources is just as crucial as meeting productivity and quality
expectations because these demands willonly increase in the future.

Based on the data mentioned above, it can be stated that SM and EQ are essential variables
for enhancing the CA of enterprises, hence helping to sustain confidence in the international
trade market. In light of its significance, the present study suggests that strategic
management techniques should be continuously monitored, enhanced, and sufficiently
funded. Therefore, a well-defined strategic vision for an organization is crucial, and it must
be communicated to all employees. All personnel must be involved in executing and
implementing strategic management process to prepare the company for the future, define
long-term direction, and communicate its desire to become the market leader in its industry.



Implications and Future Directions

There are several practical and theoretical consequences of the current work. Prior research
mainly focused on the impact of strategic management on competitive advantage (Schepers
et al., 2016). However, previous research did not examine the combined influence of
strategic management and personnel quality on the competitive advantage of Indonesian
textile exporters in international trade. Therefore, this study contributed to the body of
literature regarding the combined influence of strategic management and staff quality on
competitive advantage in international trade of textile exporting enterprises in Indonesia,
thereby assisting future researchers. The research findings could also help policymakers and
managers understand the significance of management methods that can enhance the
exporting industry's competitive edge. Thirdly, the current study could aid in understanding
the importance of quality employees, which would benefit firms engaged in international
trade. Therefore, managers and policymakers should have appropriate human development
objectives to improve the skills and quality of employees through the provision of diverse
training and development courses.

Along with numerous ramifications, the current study has certain limitations that should be
explored further to improve its reliability. First, the study was limited to Indonesia, which has
cultural and demographic features distinct from those of developed nations. Consequently,
the findings cannot be generalized to other developed economies. In this aspect, additional
research on other developed economies could strengthen the generalizability of the study.
Second, the study was limited to the direct effect. Still, other moderating or mediating
variables, such as environment suitability or cultural factors, could alter the relationship
between strategic management, employee quality, and competitive advantage. Thirdly, the
study was limited to a cross-sectional research strategy in which data was collected at a
single point in time; there is also a longitudinal research design that could aid improve the
dependability of the research. Consequently, the future study may focus on longitudinal
research design.
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