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ABSTRACT 

 

This study aims to examine the mediation effects of differentiation strategy and cost leadership strategy on the relationship between industrial competition and 
the performance of the higher education industry in Timor-Leste. The total of 157 departments of 11 accredited tertiary institutions in Timor-Leste were chosen 

to fill in the questionnaires, while SMART-PLS 3.0 was used to test the hypothesis. The results of this study show that industrial competition does not 

significantly influence industrial performance, while both the differentiation and the cost leadership strategies fully mediate the relationship between industrial 
competition and the performance. This research contributes to the debate on competitive strategic fitness to sustain competitive advantage in regard to pure 

strategy or combined strategy which is still unsettled among researchers. This research also contributes to developing strategic policies in the higher education 

industry for improving competitive advantages which lead to superior performance. The higher education industry can also benefit from this research by 
considering a combined differentiation and cost leadership strategy as a competitive strategy to improve industrial performance.  

 

Keywords: Industrial competition, differentiation strategy, cost leadership strategy, combined strategy, industrial performance, industry, higher education. 

 

 

1. Introduction 

 

Industrial organizations seek to develop strategic fitness to 

maintain competitive advantages and outperform their 

competitors. Strategic contingency theory states that effective 

strategies should fit the specific features of the environment in 

which industrial organizations do business  (Baack and Boggs, 

2008). Well-established business strategies such as the 

differentiation strategy, cost leadership strategy, organization 

resource and capability strategy (resource-based theory) 

become the distinguishing sources of industrial competitive 

advantage and performance (Porter, 1980; Barney, 1991; Kim 

et al., 2016).  

Resource-based theory states that industrial organizations 

have heterogeneous resources and capabilities, therefore, they 

have different performances. An industrial organization is able 

to outperform its competitors because it is distinctive, has 

uniqueness value, is rare, or has inimitable resources and 

capabilities compared to competing organizations (Silva et al., 

2017; Savino and Shafiq, 2018; Mikalef et al., 2019). 

Conversely, Porter’s competitive strategy involves an industrial 

organization adopting either differentiation strategy or cost 

leadership strategy to sustain competitive advantage, leading to 

superior performance. Therefore, Industrial organizations 

cannot adopt both strategies simultaneously, otherwise 

industrial organization will confront what is called “stuck-in-the 

middle”, which leads to poor performance  (Porter, 1980, 1985; 

Kaliappen and Hilman, 2017).  

Porter’s competitive strategy has been widely criticized with 

the view that use of a pure strategy will be not help an 

organization retain its competitive position in dealing with the 

current high industrial competition, new entrance with better 

resources and capabilities, a high degree of imitation, 

uncertainty and complexity of the current industrial 

environment, and rapid technological innovation. Therefore, 

many researchers offer a combination of strategy or hybrid 

strategy as an alternative choice for this dynamic industrial 

environment. This combination strategy or hybrid strategy has 

attracted many researchers (Hansen et al., 2015; Salavou, 2015; 

Gabrielsson et al., 2016; Saldanhaet al., 2019; Tavalaei and 

Santalo, 2019).  

Up to now, studies on the combination of differentiation and 

cost leadership strategy are widely carried out in the 

manufacturing and banking industry with varied results, while 

the higher education industry gets less attention. Yet the higher 

education industry in Timor-Leste experiences a high intensity 

of competition in line with the massive growth of institutions 

and study programs, as well as limited resources and capabilities 

in small market size which places its sustainable performance at 

risk.  

This research aims to fill the above-mentioned research gap 

by examining the role of combined differentiation strategy and 

cost leadership strategy on the relations between industrial 

competition and performance of higher the education industry. 

Timor-Leste is a new and small country experiencing high 

growth of higher education institutions and departments in a 

small market. This has triggered high intensity of industrial 

competition leading to poor performance. The higher education 

industry needs to find strategic fitness to fulfill customer 

demand in getting competency-based performance of higher 

education industry at reasonably prices. In terms of theory, this 

research contributes to the unsettled debate on pure strategy 

versus combined strategy in the context of the higher education 

industry. Practically, it will enlighten the government and policy 
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makers who might consider combined strategies as an 

alternative approach toward sustainable performance of the 

higher education industry.  

 

2. Theoretical Frameworks and Hypothesis 

2.1. Industrial competition and performance 

 

There are two main ways in the literature on strategic 

management to attempt to explain the competitive advantage of 

industrial organizations. The resource-based view theory 

focuses on industrial organization effects, whereas industrial 

organization emphasises the industry environment as the critical 

factor for determining competitive advantage and superior 

performance (Huang and Lee, 2012; González-Rodríguez et al., 

2018).  

The first view states that industrial competition can be 

triggered by five competitive forces, namely rivalry, threat of 

substitutes, threat of new entrants, power of buyers, and power 

of suppliers (Porter, 1980). Industrial organization performance 

is negatively related to the strength of market competition 

because industrial organizations exhaust their resources in 

dealing with competitive forces (Sun and Lee, 2019) which has 

implications for the rate of return on invested capital (Hunt and 

Madhavaram, 2019). Industrial organizations with sustainable 

performance would be those that are less prone to external 

shocks (Banker et al., 2014) and creates more economic value 

than its competitors  (de Haan, 2015).  

The second view states that Industrial competition is 

triggered by the internal factors of an industrial organization. 

Following this theory, industrial organizations have 

heterogeneous and immobility resources which lead to different 

competitive positions and performance  (Barney, 1991). 

Industrial organizations which have valuable, rare, imperfectly 

imitable and non-substitutable resources and capabilities have 

better competitive advantage than their rivals  (Barney, 1991; 

Savino and Shafiq, 2018; Busby, 2019). An industrial 

organization’s efficiency and effectiveness depend strongly on 

its resources because it may help to develop strong strategic 

capabilities  (Savino and Shafiq, 2018) by properly matching its 

resources and strategy to achieve high competitive advantage 

leading to superior performance  (Xie et al., 2018). Therefore, 

internal strengths in the form of capabilities will determine 

competitive advantage and performance of an industrial 

organization (Bobe and Kober, 2015). Most of the resources of 

an industrial organization are located inside the organization 

itself, successful strategy must place a premium on acquiring, 

developing, creating, and re-investing in the requisite resources 

to produce the market offerings (Hunt and Madhavaram, 2019).  

Industrial organizations need to consider both external and 

internal environments simultaneously when formulating and 

implementing business strategies, as performance depends on 

the fit between the capabilities and resources of an organization 

(González-Rodríguez et al., 2018). Combining the resource-

based theory and industry environment theory, an industrial 

organization that has better resources and capabilities will gain 

a better position in dealing with external forces. In this regard, 

increasing competition positively affects industry performance. 

Industrial organization with better resources and capabilities 

will optimally capture outside opportunities, and neutralize 

outside risks to gain competitive advantage leading to superior 

performance. In this situation, industrial organizations use their 

superior resources and capabilities to develop strategic 

capabilities and innovation to create and offer new values in 

response to changing customer demands. By contrast, in an 

industrial organization with limited resources and capabilities, 

increasing competition adversely affects its performance. A 

limited resource organization will not be able to take risks to 

invest its limited resources and lacks capabilities to undertake 

innovation and create new values in the high intense of 

industrial competition.  

Huang and Lee (2012) found that the five competitive forces 

had no significant effect on higher education industry 

performance. This finding was also confirmed by the study of 

Saldanha et al. (2018) and Saldanha et al. (2019) in Timor-

Leste. This non-significant correlation might be due to leaders 

of higher education institutions being well-positioned to address 

the challenges of domestic and international competition in 

order to sustain its performance  (Huang and Lee, 2012).  

In the light of these results, this study is based on the 

following hypothesis, as the first of four hypotheses to be tested: 

 

H1: Industrial competition has no significant effect on the 

performance of the higher education industry.  

 

2.2. Industrial competition, differentiation strategy, and 

industrial performance 

 

An industrial organization’s strategy and the external 

environment determines its performance. In many cases, an 

industrial organizations can adopt a generic strategy in one 

market and a specialist strategy in another, reflecting market 

conditions and its own resource constraints (Xie et al., 2018). 

Differentiation strategy is one dimension of Porter’s generic 

strategy which consists of differentiation strategy, cost 

leadership strategy and focus (Porter, 1980). When using a 

differentiation strategy, a company focuses effort on providing 

a unique product or service, setting their offerings apart from 

competitors. Product differentiation fulfills a customer need and 

involves uniquely tailoring the product or service to the 

customer  (Akan et al., 2006). Industrial organizations 

differentiate themselves in several ways: service quality, and 

product uniqueness (Miles, 2013). 

Differentiation involves an industrial organization's attempts 

to introduce products or services that are different from 

competitors, thus enabling the industrial organization to build 

customer loyalty and command premium prices  (Liu and 

Atuahene-Gima, 2018). Differentiation strategy can help 

organizations to use attributes of technology, location, 
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knowledge, skills and experience to offer superior services, 

creative advertising, good supplier relationships, market 

segmentation and branding  (Kaliappen and Hilman, 2017) to 

achieve competitive advantage and superior performance 

(Porter, 1980; Akan et al., 2006; Sun and Lee, 2019). The 

differentiation strategy is effectively implemented when the 

business provides unique or superior value to the customer 

through product quality, features, or after-sale support and 

service. 

Numerous researchers have found that differentiation 

strategy positively and significantly affects industrial 

organization performance  (Hansen et al., 2015; Kaya, 2015; 

González-Rodríguez et al., 2018; Al-Surmi et al., 2019). 

Therefore, this research proposes the following hypothesis: 

 

H2: Differentiation strategy plays a significant role in 

mediating the relationship between industrial competition 

and performance of the higher education industry.  

 

2.3. Industrial competition, cost leadership, and industrial 

performance 

 

A cost leadership strategy seeks to gain competitive 

advantage by being the lowest cost producer in the industry. 

This often involves creating efficient scale facilities, rigorous 

pursuit of cost reductions, and tight controls on overheads, as 

well as cost minimizations in R&D, service, sales, marketing 

and advertising  (Porter, 1980; Miles, 2013; Kaliappen and 

Hilman, 2017). Industrial organizations that pursue an cost 

leadership strategy should be able to increase their market share 

based on a low-cost position (Sun and Lee, 2019) in order to 

sustain superior profitability over time (Banker et al., 2014). 

Cost leadership strategy offers low-cost products to satisfy 

price-sensitive customers, specialization in certain products and 

services as well as efficient use of technology and shortening 

the distribution channels to reduce costs (Lorenzo et al., 2018). 

Therefore, this research has proposed the following hypothesis.  

 

H3: Cost leadership strategy plays a significant role in 

mediating the relationship between industrial competition 

and performance of the higher education industry.  

 

2.4. Industrial Competition, combined strategy, and 

industrial performance 

 

A combination strategy or hybrid strategy is a strategy which 

integrates differentiation strategy and cost leadership strategy to 

achieve strong competitive advantages and superior 

performance Saldanha et al., 2019). Alternatively, a 

combination strategy can also integrate Porter’s competitive 

strategy with resource-based strategy or other contingency 

strategies which fit the industrial environment leading to 

sustainable performance  (Saldanha et al., 2019). Cost 

leadership provides competitive advantage by providing lowest 

price, whereas differentiation provides an edge over its 

competitors by offering different and unique features to its 

products or services. For example Tesco, Canon, Toyota and 

IKEA offer combined low-cost and differentiation in a wide 

range of products or services (Soltanizadeh et al., 2016). 

Numerous studies have been carried out on combined 

strategy integrating differentiation strategy and cost leadership 

strategy  (Claver-Cortés et al., 2012; Hansen et al., 2015; 

Gabrielsson et al., 2016), and cost leadership strategy and 

service quality  (Saldanha et al., 2019). Their results are as yet 

inconsistent. For example, Hansen et al. (2015), Yuliansyah, et 

al. (2016), and Tavalaei and Santalo (2019) found that a 

combined strategy is not significant enhancer of industrial 

performance, instead confirming Porter’s pure industrial 

strategy as the better strategy to enhance industrial competitive 

advantages gaining superior performance. Conversely, 

numerous researchers have found that combined strategy had 

positive and significant effect on business performance 

compared to pure strategy  (Claver-Cortés, Pertusa-Ortega and 

Molina-Azorín, 2012; Salavou, 2013; Gabrielsson, Seppäläb 

and Gabrielsson, 2016; Saldanha et al., 2019).  

 

H4: A combination of strategies play a full role in mediating 

the relationship between competition performance 

industry with higher education industry.  

 

 

3. Research Methods 

3.1. Population, Sample and Data Collection 

 

To test the hypotheses, data were collected via a structured 

questionnaire. Using information obtained from the Timor-

Leste National Commission for Academic Assessment and 

Accreditation (NCAAA), all 157 heads of departments of 11 

accredited higher education institutions in Timor-Leste were 

selected as sample. Therefore, 157 questionnaires were 

distributed to the Heads of Departments. Of these, 130 

questionnaires were filled out, returned and used, which gave a 

response rate of 83%. This rate is quite high when compared to 

similar studies undertaken by Huang and Lee (2012) (67.29%), 

Garwe (2016) (61.7%), and Hussein et al. (2016) (66.7 %). Low 

response rate may affect the results of the study (Fogliani, 1999; 

Sivo, Saunders and Jiang, 2004), as it can lead to a high non-

response bias (Fincham, 2008).  

The variables were measured using indicators from previous 

authors that had been tested its validity and reliability. Industrial 

competition was measured using Porter's five competitive 

forces, adopted from Huang and Lee (2012), Saldanha et al. 

(2018) and Saldanha et al. (2019). Differentiation strategy was 

adopted from Saldanha et al. (2018), and Cost leadership 

strategy adopted from Saldanha et al. (2019). Higher education 

industrial performance was measured using four-dimensions 

(learning and teaching, research, community service, and 

finance and marketing), and its indicators were adopted from 
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Huang and Lee (2012), Asif and Searcy (2014), and  Saldanha 

et al. (2018).  

 

 

3.2. Data Analysis 

 

Smart-partial least square (Smart-PLS 3.0) was used to 

analyze data due to its ability to perform multivariate analysis, 

handle small sample size, and cope with non-normal data  

(Hopkins, 2015), formative or reflective indicators (Hair et al., 

2014). It is also a well-established analytical tool for the study 

of management and strategy (Valaei, 2017). 

Analysis was carried out in two phases. In the first, the outer 

analysis measurement models are usually carried out to test the 

validity and reliability of indicators of constructs. Analysis of 

reliability using parameters such as Cronbach alpha (CA) and 

composite reliability (CR). An indicator is considered reliable if 

the value of CA is greater than 0.7, and CR is also greater than 

0.7 (Hair et al., 2017). Two typical validity analyses were used 

in this research, namely convergent validity with outer loading 

of each indicator with a minimum value of 0.7, and average 

variance extracted (AVE) is greater than 0.5 (Hair et al., 2014; 

and Hopkins, 2015). The discriminant validity can use Fornell-

Larscker criterion, cross loadings and heterotrait-monotrait ratio 

(HTMT0.85) (Hair et al., 2014; Henseler, Ringle and Sarstedt, 

2015; Hair et al., 2017).  

In the second phase, the inner measurement models were 

used to examine the relationship between variables. Each 

hypothesis is tested with the value of T and P values in path 

coefficient analysis with a minimum threshold value T was 1.96 

and the limit value of P is less than 0.05 (Hair et al., 2014).  

 

4. Results  

4.1. Reliability and Validity 

Based on the construct reliability test using Smart-PLS 3.0, 

the values of composite reliability (CR) and Cronbach alpha 

(CA) exceeded the acceptable level. Table I shows the values of 

CA and CR of all items greater than 0.7, with only the value of 

IC item being below 0.7. Nonetheless, the CR value of the IC 

item is above the threshold level  (Hair et al., 2014; Roemer, 

2016; Hair et al., 2017) which does not affect the reliability, and 

content validity  (Hair et al., 2014). Therefore, the reliability of 

all constructs is accepted.  

Table I. Results of the reliability test 

ITEM CA CR AVE 

IC 0.595 0.777 0.539 

DS 0.764 0.862 0.677 

IC1 0.627 0.839 0.724 

IC2 0.731 0.849 0.655 

IC3 0.785 0.862 0.610 

IC4 0.681 0.825 0.613 

IC5 0.711 0.837 0.633 

IP1 0.823 0.883 0.655 

IP2 0.854 0.901 0.696 

IP3 0.826 0.920 0.851 

IP4 0.926 0.948 0.819 

 
The validity of this model was tested using convergent 

validity (outer loading and average variance extracted/AVE) 

and discriminant validity. Figure 1 and Table 1 show that 

convergent validity based on the outer loading of all indicators 

meet the minimum threshold of 0.7, with the exception of two 

indicators with an outer loading values below 0.7 but above 0.6. 

According to Hair et al. (2014), the minimum value of outer 

loading for exploratory research is 0.6. The convergent validity 

of AVE values of all constructs greater than 0.5 (Table 1), which 

mean all constructs in this model have good convergent validity.  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Results of the SMART-PLS Algorithm for outer measurement test. 
The discriminant validity using Fornell-Larcker Criterion, 

and HTMT. The results show that the Fornell-Larcker Criterion 

based on the off-diagonal values are the correlations between 

the latent constructs and the diagonals are square values of 

AVE, which prove that AVEs on its own construct are higher 

compared to all of its loadings with the other constructs (Table 
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II). This meets the minimum threshold as recommended value 

(Hair et al, 2014; Hopkins, 2015; Hair et al. (2017). In addition, 

the value HTMT0.85 (Table III) for all variables is below the 

maximum recommended value of 0.85  (Henseler, Ringle and 

Sarstedt, 2015; Hair et al., 2017). Accordingly, all constructs are 

valid based on the discriminant validity test. 

 

Table II. Fornell-Larcker Criterion value 

 CL DS IC1 IC2 IC3 IC4 IC5 IP1 IP2 IP3 IP4 

CL 0.734           

DS 0.437 0.823          

IC1 0.278 0.225 0.851         

IC2 0.317 0.222 0.479 0.809        

IC3 0.377 0.364 0.408 0.515 0.781       

IC4 0.378 0.227 0.180 0.275 0.416 0.783      

IC5 0.244 0.174 0.281 0.438 0.300 0.263 0.796     

IP1 0.598 0.507 0.166 0.334 0.315 0.262 0.193 0.809    

IP2 0.461 0.348 0.050 0.147 0.206 0.270 0.064 0.612 0.834   

IP3 0.477 0.386 0.155 0.182 0.255 0.097 0.098 0.588 0.594 0.923  

IP4 0.407 0.365 0.221 0.336 0.276 0.290 0.210 0.520 0.634 0.613 0.905 

 
Table III. Value of Heterotrait-Monotrait (HTMT) discriminant validity. 

 CL DS IC1 IC2 IC3 IC4 IC5 IP1 IP2 IP3 IP4 

DS 0.589           

IC1 0.394 0.293          

IC2 0.425 0.292 0.716         

IC3 0.517 0.449 0.570 0.679        

IC4 0.604 0.306 0.290 0.378 0.565       

IC5 0.387 0.274 0.395 0.608 0, 407 0.378      

IP1 0.782 0.625 0.248 0.425 0.387 0.339 0.254     

IP2 0.592 0.423 0.227 0.185 0.248 0.344 0.174 0.731    

IP3 0.645 0.449 0.200 0.227 0.307 0.133 0.157 0.711 0.706   

IP4 0.496 0.424 0.272 0.406 0.325 0.352 0.261 0.594 0.709 0.700  

 

4.2. Hypothesis Test Results 

The hypothesis testing using bootstrapping Smart-PLS 3.0 to test T and P values. The result of direct effect of the relations between 

the industrial competition (IC) and industrial performance (IP) show that the T value is 0.831 and the P value is 0.406 (Figure 2 and Table 

IV) which means the T value is lower than the maximum limit of 1.96 and the P value is greater than the minimum acceptable value of 

0.05 (Hair et al., 2014). Therefore, H1 is acceptable.  
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Figure 2. Results of hypothesis test using bootstrapping SMART-PLS 3.0. 

  

Table IV shows the results of the bootstrapping SMART-PLS of the direct effects of the relationship between variables. The results 

show that the relationships between all variables in the model are positive and significant (T values greater than 1.96, and P value less 

than 0.05), except the relationship between industrial competition (IC) and industrial performance (IP) which is not significant (T value 

lower than 1.96 and P value greater than 0.05).  

 
Table IV. Results bootstrapping direct effects (T and P values). 

 
Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics (| 

O / STDEV 

|) 

P 

Values 
Note 

CL -> IP 0.432 0.424 0.109 3.967 0.000 Significant 

DS -> IP 0.280 0.284 0.104 2.707 0.007 Significant 

IC -> CL 0.514 0.536 0.076 6.722 0.000 Significant 

IC -> DS 0.407 0.423 0.116 3.508 0.000 Significant 

IC -> IP 0.082 0.108 0.099 0.831 0.406 Not significant 

 
Table IV shows the results of the specific indirect effect test 

from bootstrapping Smart-PLS 3.0 on the role of differentiation 

strategy (DS) in mediating the relationship between industrial 

competition (IC) and industrial performance (IP). The T value 

exceeded the minimum threshold value (T = 1.96 ) and P value 

below the maximum level (P = 0.05) (Hair et al., 2014), which 

mean differentiation strategy fully mediated the relationship 

between industrial competition and performance. Therefore, H2 

is acceptable.  

In testing the mediating effect cost leadership strategy (CL) 

on the relationship between industrial competition (IC) and 

industrial performance (IP), the specific indirect effects of 

bootstrapping Smart-PLS 3.0 shows that the T value is above 

the minimum limit (T = 1.96), while the P value is below the 

maximum limit (P = 0.05) (Table IV) (Hair et al., 2014). This 

suggests that the cost leadership strategy (CL) fully mediates the 

relationship between industrial competition (IC) and industrial 

performance (IP). Therefore, H3 is acceptable.  

In the mediation effects of combined differentiation strategy 

(DS) and cost leadership strategy (CL) on the relationship 

between industrial competition (IC) and industrial performance 

(IP), the results of bootstrapping Smart-PLS 3.0 show that the 

total indirect effects based on the T value equals to 4.577 and 

the P value equals 0.000. Thus the T value exceeds the minimum 

threshold value (T = 1.96) and the P value is below the 

maximum limit value (P = 0.05)  (Hair et al., 2014). The values 

of T and P of the total effects are greater than the specific effects 

of DS and CL on the relationship between industrial competition 

(IC) and industrial performance (IP) (Table IV). This shows that 

the DS and CL cumulatively played an important role in 
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mediating the relationship between IC and IP compared to the 

specific role of mediation between the two variables.  

 
Table IV. Specific bootstrapping results of indirect and total indirect effects (test value T and P). 

 Original 
Sample 

(O) 

Sample 
Mean (M) 

Standard 
Deviation 
(STDEV) 

T Statistics (| 
O / STDEV |) 

P 
Values 

Note 

Specific indirect effects       

IC -> DS -> IP -> IP1 0.096 0.101 0.049 1.984 0.048 Significant 

IC -> DS -> IP -> IP2 0.096 0.100 0.047 2.027 0.043 Significant 

IC -> DS -> IP -> IP3 0.095 0.099 0.047 2.022 0.044 Significant 

IC -> DS -> IP -> IP4 0.093 0.098 0.047 1.976 0.049 Significant 

IC -> CL -> IP -> IP1 0.187 0.191 0.059 3.200 0.001 Significant 

IC -> CL -> IP -> IP2 0.186 0.190 0.056 3.308 0.001 Significant 

IC -> CL -> IP -> IP3 0.184 0.188 0.057 3.229 0.001 Significant 

IC -> CL -> IP -> IP4 0.180 0.184 0.057 3.178 0.002 Significant 

Total Indirect effects       

IC -> IP 0.336 0.347 0.073 4.577 0.000 Significant 

 

5. Discussion 

The results of this study demonstrate that industrial 

competition did not significantly affect the performance of the 

higher education industry in Timor-Leste. Therefore, external 

factors such as competitive rivalry, power of suppliers, power 

of buyers, threat of substitutes, and threat of new entrants do not 

significantly affect the performance of learning and teaching, 

research, community service, finance and marketing of the 

higher education industry. This finding is consistent with the 

study of Assaf and Cvelbar (2011), Huang and Lee (2012), 

Saldanha et al. (2018), and Saldanha et al. (2019), while 

asymmetrical link with the view of the Porter’s competitive 

forces (Porter, 1980), Metts (2007) and Jin et al. (2014) as well 

as the study of Lee and Yang (2011) and Obembe and Soetan 

(2015) that industrial competition does significantly affect 

industrial performance. The inconsistency in research results 

might partly be due to differences of industrial organizations in 

resources and capabilities, size, industrial environment, and 

type (Saldanha et al., 2019). Different resources and capabilities 

become determinant factors leading to different competitive 

advantages and performances (Barney, 1991). Industrial 

organizations with good, unique, valuable and inimitable 

resources and capabilities will lead to superior competitive 

advantages and performance better than its competitors 

(Barney, 1991; Bobe and Kober, 2015). 

The results from specific indirect effects show that the cost 

leadership strategy has a more significant role in mediating the 

relationship between industrial competition and performance 

compared with differentiation strategy (Table IV). This is 

because cost control and efficiency, and unit cost control help 

to provide products and services at lower costs to enhance 

market share compared to its competitors. This study confirms 

the studies of Acquaah (2013) and of Saldanha et al. (2018). 

Both differentiation strategy and cost leadership strategy 

will effectively work in perfectly labour market competitive 

country. In a competitive labour market country, industrial 

organizations are encouraged to improve efficiency by 

developing their organizational capabilities to produce high 

quality products and services based on customer demand. 

Conversely, in imperfect competitive labour market countries, 

people can get jobs easily if they have connectivity, even if they 

have low skills. This will gradually lead to declining 

competitive advantage and performance, as industrial 

organizations are reluctant to invest in improving their quality 

and performance. By contrast, in countries with a perfectly 

competitive labor market, the labor market requires highly 

competent graduates. This encourages the higher education 

industry to make investments in improving the competence and 

the added value of the graduates which lead to enhance their 

competitiveness in the labor market.  

The results of the total indirect effects of two variables are 

greater than the role of indirect effects of each variable on the 

relationship between industrial competition and performance. 

This suggests that a combination of strategies can better 

improve the performance of higher education institutions in the 

competitive industry environment compared to pure strategy.  

In developing countries such as Timor-Leste, customers 

want to get both quality products and services at a reasonable 

price. Industrial organizations with superior resources and 

capabilities can develop products and service innovation with 

high quality and values at the lowest prices in order to meet 
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customer demands. In this regard, Lorenzo et al. (2018) state 

that industrial organizations can use optimal technology in 

achieving cost reduction, enhancing quality and value creation, 

leading to high competitive advantage. The use of digital 

technology such as social media networking can lead to 

increased positive learning outcomes which enriches the 

learning activities of students and facilitates group discussions  

(Al-Rahmi et al., 2018). Higher education industry benefits 

from using e-education, distance learning, e-assessment, e-

library, and e-administration to get qualified lecturers at reduced 

cost. Empirically, numerous studies prove that e-education 

based on information technology can improve the quality of 

teaching and learning which ultimately contributes to increasing 

competitive advantages and performance (Bhatt et al., 2010; Al-

Surmi, Cao and Duan, 2019; Chen, Yang and Yang, 2019; 

Fleaca, Stanciu and Zanin, 2019; Mikalef et al., 2019).  

This study enriches the previous studies of Salavou (2013, 

2015), Gabrielsson et al. (2016), Saldanha et al. (2018, 2019), 

while asymmetrical findings of Hansen et al. (2015) and 

Yuliansyah et al. (2016) on hybrid or combination strategy. The 

current finding is not in line with Porter’s view that external 

industry environment adversely affects industry performance, 

and therefore, to sustain its competitive advantage leading to 

superior performance, industrial organization must adopt pure 

strategy, rather than combination strategy.  

 

6. Conclusions and Implications 

This study shows that industrial competition has no 

significant effect on the performance of the higher education 

industry. That is, industrial competition does not necessarily 

increase or decrease industrial performance. However, at the 

stage of which higher education industry face human resource 

shortages, industrial environment complexity, uncertainty, and 

no significant barriers to new entrances, the higher education 

industry must improve its performance by tight control on 

efficiencies, costs, and unit prices as well as improving service 

quality, and enhancing skill-based outcomes and study 

programs. 

The findings of this study indicate that a combination of 

strategies of differentiation and cost leadership can improve 

industrial performance. This is because an industry organization 

is not able to deal with only one strategy (pure strategy) because 

it is easily imitated by industry competitors that have 

implications on industrial organization may lose 

competitiveness.  

In the high intensity of industrial competition, industrial 

organizations have to provide innovative, unique and high value 

products and services to customers at more affordable prices. A 

lower price may lead to an industrial organization enhancing its 

market share, earning sufficient income to maintain sustainable 

operations, ensuring quality products and services. In such a 

context, government can play its regulatory role to encourage 

industrial organizations to offer differentiated products and 

services in order to avoid hypercompetition in a limited market 

segment that threaten the quality, performance and operational 

sustainability of the higher education industry.  

 

7. Limitations and Future Research 

 

This study was conducted to determine the effects of 

industrial competition on industrial performance as well as to 

test the mediating role of industrial strategy on the relationship 

between industrial competition and industrial performance. The 

test only focused on the external environment as the major factor 

in determining the relations between industrial competition and 

performance. However, internal factors can also be major 

factors triggering industrial competition. Therefore, future 

research should also consider internal factors as triggers for 

industrial competition. The current study only looked at the 

institutional perspectives (or service providers), but did not look 

at the side of the service users such as students, government, and 

industry as the target respondents. Furthermore, the 

combination strategy was only done in terms of Porter’s generic 

strategy, which ignores other combination strategies such as 

resource-based view, market orientation strategy and 

entrepreneurial strategies. Therefore, future research can also 

analyse such strategies in order to examine industrial 

performance.  
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