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[bookmark: ABSTRACT][bookmark: _bookmark5]ABSTRACT

This study investigated the impact of market orientation on the sustainable competitiveness of special group Small and Medium Enterprises (SMEs) in public procurement, focusing on the moderating role of strategic flexibility. Grounded in the Market Orientation Theory and Dynamic Capability Theory, it explored how market- driven behaviors and adaptive capabilities enhance competitiveness within regulated procurement systems. An explanatory and quantitative research design was adopted, using a census sampling technique targeting all special group SMEs registered with the Public Procurement Regulatory Authority (PPRA). Data were collected through structured questionnaires from 503 firms, with 393 valid responses. Analysis was conducted using Partial Least Squares Structural Equation Modeling (PLS-SEM) through SmartPLS 4 software. Findings showed that customer orientation and competitor orientation significantly enhance sustainable competitiveness, while functional coordination had no significant effect. Strategic flexibility significantly moderated the relationship between competitor orientation and sustainable competitiveness and strengthened the interaction between customer orientation and competitiveness. The study concludes that market orientation is a key driver of sustainable competitiveness among special group SMEs, depending on their ability to adapt strategies and resources through strategic flexibility. It recommends strengthening customer and competitor-oriented practices and enhancing capacity- building on flexibility, resource management, and inter-functional collaboration.
Keywords: Market Orientation, Strategic Flexibility, Sustainable Competitiveness, Special Group SMEs, Public Procurement.
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[bookmark: INTRODUCTION][bookmark: _bookmark9]CHAPTSER ONE INTRODUCTION


1.1 [bookmark: 1.1__Chapter_Overview][bookmark: _bookmark10]Chapter Overview

This chapter gives context and describes the research problem that led to this investigation. It then goes on to explain how the idea is implemented and the aims and justification of the study.


1.2 [bookmark: 1.2__Background_of_the_Study][bookmark: _bookmark11]Background of the Study

Special Group Small and Medium Enterprises (SMEs) play a crucial role in promoting inclusive economic growth and equitable participation in development. These enterprises are owned by women, youth, persons with disabilities, and the elderly, groups that have historically faced social, financial, and institutional barriers to economic participation. Their inclusion in public procurement is not merely a social obligation but a strategic approach to reducing inequality, enhancing innovation, and broadening the national economic base. According to the Public Procurement Regulatory Authority (PPRA, 2020), these groups are granted preferential treatment to empower them and ensure equitable access to procurement opportunities.
Special group SMEs are particularly important because they stimulate employment creation, promote local production, and contribute to poverty reduction in communities where formal employment opportunities are limited. Women and youth-owned enterprises, for example, account for a growing share of Tanzania’s
200






informal and microeconomic activities but remain underrepresented in public contracts. Empowering these groups through procurement ensures that government expenditure directly contributes to social inclusion and national competitiveness. Conversely, excluding them from public procurement perpetuates economic marginalization, limits national productivity, and undermines the goals of Vision 2025 and the Sustainable Development Goals (SDGs), especially Goal 8 (Decent Work and Economic Growth) and Goal 10 (Reduced Inequalities).
Globally, developed countries have demonstrated the economic benefits of inclusive procurement. For instance, the United States Small Business Act and the Women- Owned Small Business (WOSB) Program have significantly increased women’s participation in government contracts, while the European Union’s 2014 Procurement Directives integrate social objectives into procurement law. Similarly, Kenya’s Access to Government Procurement Opportunities (AGPO) initiative reserves 30% of public contracts for special groups, aiming to strengthen inclusion and local capacity. Despite these global and regional efforts, evidence indicates that implementation challenges such as limited technical capacity, corruption, and rigid procedures often constrain the realization of inclusive procurement objectives (Mohamed & Senelwa, 2020; Ojok & Mukasa, 2024).
In Tanzania, legal reforms such as the Public Procurement (Amendment) Act of 2016 require all procuring entities to allocate at least 30% of their annual procurement budget to special group SMEs. However, reports by the Controller and Auditor General (CAG, 2021) and PPRA (2022) consistently show that actual participation remains below 10%, revealing a significant gap between policy intent and practical





outcomes. Prior studies (Karani & Moronge, 2017; Adefare et al., 2024) attribute this low participation to limited financial capacity, lack of tendering knowledge, and inadequate institutional support.
What remains less understood, however, is how internal strategic factors such as market orientation (MO) and strategic flexibility (SF) influence the ability of these enterprises to remain competitive and sustainable within the public procurement system. While studies in other contexts (Narver & Slater, 1990; Morgan et al., 2019; Royo-Vela et al., 2022) confirm that MO enhances performance through customer orientation, competitor analysis, and functional coordination, empirical evidence in the Tanzanian public procurement setting remains limited. Moreover, the moderating influence of strategic flexibility, a dynamic capability that enables firms to adapt to changing regulations and market environments, has not been adequately examined.
Therefore, the current study addresses these gaps by investigating the impact of market orientation on the sustainable competitiveness of special group SMEs in public procurement, with strategic flexibility as a moderating variable. By integrating the Market Orientation Theory (MOT) and the Dynamic Capability Theory (DCT), the study advances understanding of how market-driven and adaptive strategies can enhance the competitiveness and sustainability of enterprises operating under inclusive procurement frameworks.






1.3 [bookmark: 1.3__Statement_of_the_Problem][bookmark: _bookmark12]Statement of the Problem

Public procurement is recognized globally as a powerful instrument for promoting inclusivity and economic empowerment of marginalized groups. In Tanzania, the Public Procurement Act (2011, as amended in 2016) mandates that 30% of public procurement opportunities be reserved for special group SMEs, including women, youth, elders, and persons with disabilities. Despite these legal provisions, reports by the Public Procurement Regulatory Authority (PPRA, 2022) and the Controller and Auditor General (CAG, 2021) reveal that less than 10% of the reserved contracts are accessed by these enterprises. This reflects a persistent gap between policy intent and practical implementation, limiting the economic empowerment of special groups.
Existing studies (Karani & Moronge, 2017; Adefare et al., 2024) highlight several challenges contributing to this gap, such as limited financial capacity, low tendering knowledge, inadequate technical readiness, and weak institutional support. However, beyond these operational barriers lies a strategic challenge that many special group SMEs lack the market orientation and adaptive capabilities required to sustain competitiveness in a dynamic and regulated procurement environment.
Market orientation (MO) through customer, competitor, and functional coordination has been widely recognized as a key driver of firm performance and long-term success (Narver & Slater, 1990; Royo-Vela et al., 2022). Yet, limited empirical research has examined how MO influences sustainable competitiveness (SC) within Tanzania’s public procurement context, especially for enterprises operating under preferential schemes. Furthermore, while strategic flexibility (SF) has been identified as an essential capability that enables firms to respond to environmental and





regulatory changes (Brozovic, 2023), its role in moderating the relationship between MO and SC remains underexplored.
This gap suggests that efforts to enhance the participation of special group SMEs in public procurement will remain inadequate unless strategic orientations and adaptive capabilities are integrated into their business models. Therefore, this study investigates the impact of market orientation on the sustainable competitiveness of special group SMEs in public procurement, with strategic flexibility as a moderating variable. The findings are expected to provide both theoretical insights and policy directions to strengthen inclusive procurement and sustainable competitiveness in Tanzania.


1.4 [bookmark: 1.4__Objectives_of_the_Study][bookmark: _bookmark13]Objectives of the Study

1.4.1 [bookmark: 1.4.1__General_Objective][bookmark: _bookmark14]General Objective

The main objective of the study is to assess the impact of market orientation on the sustainable competitiveness of Special Group SMEs in public procurement with the moderation of strategic flexibility.

1.4.2 [bookmark: 1.4.2__Specific_Objectives][bookmark: _bookmark15]Specific Objectives

The specific objectives of this study are to determine the effect of:

i. Customer Orientation on sustainable competitiveness in Special group SMEs

ii. Competitor Orientation on sustainable competitiveness in Special group SMEs
iii. Functional coordination on sustainable competitiveness in Special group SMEs





iv. Strategic flexibility as a moderator on the relationship between market orientation and sustainable competitiveness in Special group SMEs


1.5 [bookmark: 1.5__Significance_of_the_Study][bookmark: _bookmark16]Significance of the Study

Theoretically, the study contributes to the advancement of Market Orientation Theory (MOT) and Dynamic Capability Theory (DCT) by integrating the concept of strategic flexibility as a moderating variable. While MOT emphasizes how customer orientation, competitor orientation, and functional coordination drive organizational competitiveness, it often overlooks how firms adapt these strategies in dynamic and regulated environments. By demonstrating how strategic flexibility enhances the relationship between market orientation and sustainable competitiveness, this study extends both theories, providing an integrated framework that explains how SMEs sustain competitive advantage under resource and institutional constraints.
Practically, the study provides valuable insights to SME owners and managers, particularly those within special groups, on how market-oriented behavior can improve their performance and long-term competitiveness in public procurement. The findings reveal that customer and competitor orientations significantly enhance sustainable competitiveness, while functional coordination remains a weakness that requires managerial improvement. SMEs can apply these insights to strengthen their marketing intelligence, improve internal collaboration, and develop adaptive capabilities necessary to respond to changing procurement requirements. The study therefore offers a practical roadmap for SMEs to achieve both economic growth and sustainability through strategic flexibility.







From a policy perspective, the findings provide evidence-based guidance to policymakers, regulators, and supporting institutions such as the Public Procurement Regulatory Authority (PPRA), Small Industries Development Organization (SIDO), and Tanzania Chamber of Commerce, Industry and Agriculture (TCCIA). Strengthening capacity-building programs, simplifying procurement procedures, and promoting digital platforms are essential for enhancing transparency and inclusion. The results also inform future revisions of procurement policies to ensure that preferential treatment for special group SMEs translates into measurable competitive and sustainable outcomes.
Contextually, the study fills a knowledge gap in Tanzania’s public procurement literature by empirically linking market orientation, strategic flexibility, and sustainable competitiveness among special group SMEs, a relationship that had not been previously explored. Consequently, the study not only contributes to academic literature but also supports the national agenda of inclusive economic empowerment, poverty reduction, and the realization of Tanzania’s Vision 2025 and the Sustainable Development Goals (SDGs).


1.6 [bookmark: 1.6__Organization_of_the_Study][bookmark: _bookmark17]Organization of the Study

This study is organized into six chapters: Chapter one covers the background to the study, statement of the research problem, research objectives, rationale of the study, scope, limitations, and delimitations of the study. Chapter two covers theoretical and empirical literature reviews, as well as a research gap. In Chapter Three, the research





approach used to address the study problem is presented. Chapter Four presents the descriptive and empirical results pertaining to four specific objectives of the study. Chapter Five is dedicated to providing in-depth discussions of the results reported in Chapter Four. Finally, chapter six shows the study's conclusion, recommendations, implications, and areas for further research.





CHAPTER TWO LITERATURE REVIEW


2.1 Chapter Overview

The review of literature covers seven main parts: conceptual definitions, presentation of the underpinning theoretical framework of this study, review of previous studies on the impact of MO and SC on special group SMEs research gap, synthesis of theoretical and empirical literature review, theoretical model of the study, and the operational definitions of the constructs.


2.2 Conceptual Definitions

2.2.1 Market Orientation

Jaworski & Kohli (1993) defined market orientation as a set of organizational processes focused on generating, disseminating, and responding to market intelligence. Their framework highlights three core processes: the ability to collect market information, share it across the organization, and use it to make informed decisions and actions. For this study, we will adopt the definition provided by Narver and Slater (1990) since it fits the aspects of the study. They conceptualized market orientation as a business culture that fosters the creation of superior value for customers. This definition is measured through three key behavioral components: customer orientation, competitor orientation, and cross-functional coordination. Narver and Slater's approach emphasizes the role of these components in achieving superior performance and competitive advantage.





2.2.2 Special Group SMEs

According to PPRA (2020), special group SME is a general term that includes women, youth, the elderly, and persons with disability as defined in respective laws and policies. The SME is given a sole advantage by setting aside a certain percentage of the procurement of goods, works, and services. Moreover, the term SME can be defined as a group of people who have a particular demand and who try to influence political decisions involving them (Wamoto, 2017). Different terms are often used interchangeably with the term SME. These include vulnerable groups, disadvantaged groups, marginalized groups, and underrepresented groups. In this study, the term Special group enterprise means any group registered and published by PPRA as the supplier, service provider, or contractor.


2.2.3 Participation in Public Procurement

The Public Procurement Regulatory Authority (PPRA) of Tanzania defines participation in public procurement as the organized and policy-driven involvement of special groups, including women, young people, and people with disabilities, in procurement procedures. This entails reserving tenders that are only available to certain groups, allocating at least 30% of procurement opportunities to them exclusively, and streamlining processes to reduce entrance barriers. According to PPRA (2023), participation in this context is more than just placing bids; it also involves establishing an atmosphere that allows special groups to compete solely, submit quotes, and win contracts without being dominated by larger or more established enterprises.





Hence when we speak of participation in public procurement in the context of special groups SMEs, we are referring to a comprehensive and policy-driven engagement that guarantees visibility, access, application, and success in procurement processes. It is a strategic tool for inclusive development, not just a procedural formality.


2.2.4 [bookmark: 2.2.4____Sustainable_Competitiveness_(SC][bookmark: _bookmark18]Sustainable Competitiveness (SC)

Porter (1985) defines SC as strategies (cost leadership, differentiation, and focus) relevant to achieving the long-term market advantage. Coyne (1986) contributed to the construct by proposing that to possess an SC, consumers must perceive some difference between a firm’s product offering and the competitors offering. However, for this study, a comprehensive definition by Murphy (2013) is adopted. He defined SC for a small business entails conducting business while demonstrating a long-term commitment and responsibility to maintaining a balance between social, economic, and environmental concerns, rather than a commitment to maximizing immediate financial gains. The definition matches the current study since it is articulated on the premises of a small business.


2.2.5 [bookmark: 2.2.5____Public_Procurement_(PP)][bookmark: _bookmark19]Public Procurement (PP)

PP is defined as the acquisition of goods and services by government or public sector organizations and is considered to be one of the main economic transactions of a government, where governmental bodies acquire goods and services through a public contract (Uyarra, Edler, and Estevez, 2014). Public procurement is defined as a process of acquiring goods, services and works by the public sector for the welfare and interests of the public, the process encompasses the purchase of office paper,





contracting for the regular maintenance of roads, construction of schools, purchase of hospital supplies, renewal of the fleet of city buses or secure computer services in public buildings (Komakech, 2016). The European Union defines public procurement as the process by which public authorities, such as government departments or local authorities, purchase work, goods, or services from companies (EUROPA, 2020). This study adopted this definition since it seems to be current and focuses on the public sector buying goods and services from the private sector.


2.2.6 [bookmark: 2.2.6____Strategic_Flexibility][bookmark: _bookmark20]Strategic Flexibility

Strategic flexibility is defined as the ability to handle change (Zhou and Wu 2010), has emerged as a crucial organizational requirement for actors to thrive in such environments (Morgan et al., 2020) defined SF as an organizations capability to identify major changes in the external environment to quickly commit resources to new courses of action in response to change and to recognize and act promptly when it is time to halt or reverse such resource commitments.
Awais et al. (2023) defined SF as the ability of the organization to adapt to substantial, uncertain, and fast-occurring (relative to the required reaction time) environmental changes that have a meaningful impact on the organizations performance. This study adopted the definition by Awais et al. (2023) as it is the current definition that suits the discussion since it applied the three dimensions (l.e, Planning flexibility, resource flexibility, and coordination flexibility) that have been used in the study.





2.3 [bookmark: 2.3____Theoretical_Literature_Review][bookmark: _bookmark21]Theoretical Literature Review

2.3.1 [bookmark: 2.3.1____Market_Orientation_Theory_(MOT)][bookmark: _bookmark22]Market Orientation Theory (MOT)

Market Orientation Theory (MOT), advanced by Narver and Slater (1990), underscores the importance of aligning organizational strategies with market needs to achieve superior performance. It emphasizes three dimensions: customer orientation, which focuses on identifying and satisfying customer needs; competitor orientation, which involves analyzing competitors’ actions to detect threats and opportunities; and inter-functional coordination, which ensures effective collaboration across departments to respond to market demands (Schulze et al., 2022).
MOT practical relevance as numerous studies have verified its positive impact on firm performance in a variety of contexts, including SMEs (Okello & Luttah, 2022; Suri, 2019; Slater & Narver, 1994). It provides managers with a transparent framework for facilitating the formulation of market-driven strategies and the guidance of decision-making, thereby enhancing the long-term viability of the business. However, a notable weakness is its limited consideration of how firms develop and adapt resources in response to highly regulated environments and rapid market changes over extended periods.
Over time, MOT has undergone refinements. Scholars have extended it to dynamic and digital environments, linking it to innovation, knowledge sharing, and adaptability, which are all critical for sustainable competitiveness (Morgan et al., 2019; Schulze et al., 2022). Such developments demonstrate that MOT has evolved beyond a static orientation to one that enables firms to continuously create superior





value even under uncertainty. This makes it highly relevant in ongoing studies on competitiveness and sustainability.
The adoption of MOT in this study is intentional. To begin with, the theory offers a solid foundation for analyzing how special group SMEs can meet public procurement demands by identifying customer needs, responding to competitors, and ensuring inter-functional collaboration. Such practices are essential for enhancing resilience, optimizing resources, and ensuring long-term survival, key aspects of sustainable competitiveness. Furthermore, although MOT highlights the market-oriented practices that drive competitiveness, it does not fully explain how firms adapt their strategies in fast-changing procurement environments. This gap justifies the incorporation of Dynamic Capabilities Theory, which extends MOT by emphasizing the adaptive processes that enable SMEs to maintain competitive advantage in dynamic contexts.
This study contributes to Market Orientation Theory by contextualizing its applicability in regulated and inclusive procurement environments, a setting rarely explored in prior literature. It demonstrates that market orientation remains relevant not only in competitive markets but also in public procurement systems that prioritize inclusivity and compliance. By empirically testing the effects of customer, competitor, and functional coordination orientations on sustainable competitiveness among special group SMEs, the study extends MOT beyond its traditional commercial context. Moreover, it reveals that the strength of market orientation outcomes depends on adaptive capabilities, thereby identifying a theoretical link





between MOT and dynamic capabilities, an integration that refines the explanatory power of MOT in resource-constrained and policy-driven environments.
Hence, MOT remains indispensable for linking market responsiveness to sustainable competitiveness, particularly in public procurement, where SMEs must balance short-term performance with long-term viability. The integration of these concepts from the perspective of MOT is central to the study's objectives.


2.3.2 [bookmark: 2.3.2___Dynamic_Capability_Theory_(DCT)][bookmark: _bookmark23]Dynamic Capability Theory (DCT)

Dynamic Capability Theory (DCT), introduced by Teece, Pisano, and Shuen (1997), explains how firms build, integrate, and reconfigure internal and external resources to respond effectively to rapidly changing environments. At its core, the theory assumes that achieving and sustaining a competitive advantage in dynamic markets is not solely based on resource possession but on the firm’s ability to adapt, learn, and transform capabilities continuously (Teece et al., 1997; Teece, 2007). Dynamic capabilities enable firms to sense opportunities and threats, seize them through resource mobilization, and reconfigure assets to maintain competitiveness. These assumptions directly relate to the key constructs of this study: strategic flexibility (SF) and sustainable competitiveness (SC).
Strategic flexibility reflects a firm's ability to make timely adjustments to resources and processes in response to environmental shifts (Brozovic, 2023). For Special Group SMEs in public procurement, where regulations, tendering requirements, and market expectations frequently evolve, SF acts as a dynamic capability that allows these firms to adapt procurement strategies, reorganize resources to meet compliance





demands. This aligns with reports from CAG (2022) and PPRA (2023), which highlight financial, procedural, and knowledge barriers that limit SMEs' competitiveness in procurement markets. Thus, SF operationalizes the theory's principle of reconfiguring assets to capture opportunities, particularly in competitive and regulated environments.
Also, DCT assumes that sustained success depends on organizational learning and resource alignment, which corresponds to sustainable competitiveness (SC) in this study. SC encompasses the ability of SMEs to maintain performance over time through efficiency, innovation, and adaptability (Chung, 2019). Dynamic capabilities support SC by enabling firms to develop learning mechanisms, build procurement expertise, and innovate processes to align with tender requirements and customer needs. For instance, organizational learning, a key pillar of dynamic capabilities, facilitates cost optimization, differentiation strategies, and compliance with procurement regulations (Brozovic, 2023). This learning process is critical for SMEs in Tanzania, given their historical exclusion from procurement markets and the knowledge gaps highlighted in PPRA evaluations.
Furthermore, the theory emphasizes how crucial it is to maintain strategy alignment in the face of uncertainty. This is especially important for SMEs that work in procurement systems that have high compliance requirements and shifting possibilities. The relationship between market orientation (information gathering and responsiveness) and dynamic capabilities (SF) is made clear by incorporating DCT into this study. MO offers market intelligence, and SF, as a dynamic capability, transforms this information into adaptive actions that maintain competitiveness. As a





result, the synergy between MO and SF is consistent with the core idea of DCT: companies that consistently adapt their capabilities to market signals have a competitive advantage in unstable situations (Teece, 2007; Chung, 2019). Despite its relevance, few studies have explored the intersection of DCT, SC, and inclusive procurement for special group enterprise (Buzzao & Rizzi, 2021). This study addresses how DCT complements MOT by addressing what the latter omits. While MOT explains what strategies firms adopt to remain market-driven, it does not explain how firms continuously adapt those strategies in uncertain procurement environments.
This study contributes to Dynamic Capability Theory by empirically demonstrating how strategic flexibility functions as a dynamic capability that strengthens the impact of market orientation on sustainable competitiveness. It moves beyond conceptual discussions by quantifying how flexibility in planning, resources, and coordination moderates the effectiveness of market-driven behaviors in a public procurement context. The findings provide evidence that dynamic capabilities are not isolated processes, but mechanisms that transform market intelligence into adaptive actions, thereby ensuring competitive sustainability. This contribution enriches DCT by linking it with behavioral market orientation perspectives.


2.3.3 Integration of Theories MOT and DCT

By combining MOT and DCT, this study develops an integrated framework showing that while Market Orientation Theory explains what strategic actions SMEs undertake to remain market-driven, Dynamic Capability Theory explains how these





actions are adapted and sustained under dynamic procurement environments. By integrating market-orientation theory (MOT) with dynamic-capability theory (DCT), this study makes three distinct theoretical contributions to the strategy and marketing interface. First, it conceptually reframes sustainable competitiveness as an interactionist phenomenon: the continual realignment of customer-linking, competitor-centered, and inter-functional coordination behaviors (the three core pillars of MOT) with the firm’s capacity to sense, seize, and reconfigure resources (the archetypal micro-foundations of DCT). This synthesis extends Narver & Slater’s original contingency thesis by demonstrating that market-oriented activity sets yield a competitive advantage that is durable only when they are dynamically reconfigured in response to technological shocks and institutional transitions.


2.4 Empirical Literature Review

2.4.1 Operationalization of Market Orientation Constructs

In today's dynamic market environment, market orientation plays a crucial role as a key determinant of new product development and business performance (Morgan et al., 2019; Guo et al., 2018). Market orientation involves a three-step process of monitoring market conditions, analyzing market trends, and responding to market changes (Ashrafi and Zare Ravasan, 2018). To offer superior value to customers, companies must gather current intelligence about customer needs, competitor actions, and other market factors (Morgan et al., 2019; Narver and Slater, 1990). Market orientation, from a market intelligence perspective, encompasses the organization-wide generation, dissemination, and responsiveness to market intelligence (Jaworski & Kohli, 1993). It involves acquiring knowledge of customers'





current and future needs, monitoring competition, and sharing this information across departments for better decision-making and value creation (Royo-Vela et al., 2022; Najafi-Tavani et al., 2016).
Market orientation has been identified as a strategic resource that impacts innovation and new product performance (Morgan and Anokhin, 2020; Najafi-Tavani et al., 2013). Companies with a market orientation gain a deep understanding of customers' needs and introduce new products that align with the target market (Morgan et al., 2019). By disseminating market intelligence across departments and responding effectively to market demands, these firms ensure that new products meet customer expectations before commercialization (Guo et al., 2018). This approach results in higher product-market fit and superior new product performance outcomes (Dogbe et al., 2020; Guo et al., 2018; Morgan et al., 2019). Furthermore, the dissemination of market intelligence improves communication, collaboration, and commitment among departments, enhancing the firm's overall innovation capabilities (Zhang and Zhu, 2016). Market-oriented companies, by developing products based on customers' needs and preferences, which are the principal drivers of new product development, achieve higher levels of performance (Dogbe et al., 2020; Guo et al., 2018; Zhang and Zhu, 2016).
Scholars have debated the conceptualization of market orientation, with some viewing it as a managerial decision-making practice and others emphasizing its organizational culture aspects (Narver and Slater, 1990). While market orientation comprises three components, including competitor orientation, customer orientation, and inter-functional coordination (Slater and Narver, 1994), the distinction between





customer orientation and market orientation has been a topic of discussion ( Royo- Vela et al., 2022). Market orientation, focusing on obtaining information from competitors and customers and emphasizing collective efforts to create value, is viewed as a continuous variable crucial for understanding market needs and outperforming competitors (Morgan et al., 2019). However, the debate continues regarding the exact nature and components of market orientation, highlighting the need for further research to explore its impact on organizational performance, especially in SMEs and emerging markets (Ling et al., 2021).


2.4.2 Customer Orientation and Sustainable Competitiveness	in Public Procurement
Customer orientation, a critical component of market orientation, is central in public

procurement environments where compliance with regulations and responsiveness to client needs are prerequisites for success. Defined as the firm's capacity to anticipate, understand, and satisfy customer requirements, customer orientation involves systematic information gathering, dissemination, and application to create superior value (Narver & Slater, 1990; Hilman & Kaliappen, 2014). This strategic alignment enables SMEs to enhance service quality, strengthen relationships, and achieve sustainable competitiveness, particularly vital for special group SMEs seeking to secure and maintain procurement contracts (Grawe et al., 2009). Empirical studies strongly validate the positive impact of customer orientation on competitive outcomes. Bankole et al. (2022), using a survey of 278 Nigerian SMEs analyzed through structural equation modeling (SEM), found a significant relationship between customer orientation and long-term business sustainability, mediated by





customer loyalty and brand differentiation. Similarly, Tseng et al. (2018) conducted a cross-industry survey among Taiwanese SMEs and employed Partial Least Squares Structural Equation Modeling (PLS-SEM), demonstrating that customer-oriented firms achieve higher market performance through improved customer satisfaction and innovation responsiveness. These results underscore the strategic advantage of adopting customer-centric practices in regulated sectors such as public procurement. Tunc (2020), through a qualitative case study of Turkish manufacturing SMEs, confirmed that firms prioritizing customer-specific customization recorded higher bidding success and procurement contract renewals.
Wahyuni and Astawa (2020), who researched small and medium-sized companies (SMEs) in Indonesia, came to the realization that a firm's capacity to innovate and meet procurement quality standards is significantly enhanced when the organization places a strong emphasis on the customer. In order to provide support for their ideas, they utilized a combination of descriptive and inferential statistics. Furthermore, the findings of their research shed light on the fact that customer-oriented methods immediately improve competitive performance in situations that are characterized by demanding service standards and compliance requirements. Because of this, they are of utmost importance for small and medium-sized businesses (SMEs) operating within the public procurement sector.
Additional evidence from Liu et al. (2020) and Lee and Wei (2023) suggests that integrating customer insights within strategic processes enables SMEs to achieve superior innovation, adaptability, and customer satisfaction, thereby reinforcing their competitive position. Aligning with the resource-based view (Barney, 1991), such





capabilities constitute dynamic resources that strengthen organizational resilience. Similarly, Islam and Zhe (2022) highlight that SMEs leveraging advanced customer- focused mechanisms such as co-creation, strategic networks, and AI-driven marketing deliver more customized solutions and sustain long-term financial performance. Complementary findings by Flight and Mudiyanselage (2021) and Kaburu et al. (2021) indicate that customer orientation drives loyalty, repeat business, and improved operational efficiency, all of which are essential for sustainable competitiveness in procurement-driven markets.
Further, customer orientation contributes to operational efficiency, since it streamlines processes and eliminates tasks that are not worth the effort, thereby increasing operational efficiency (Templer et al., 2020). These efficiencies are particularly relevant in public procurement, where cost-effectiveness and quality compliance are critical evaluation metrics. All together, these studies affirm that customer orientation is not only a function of marketing, but a strategic and dynamic capability that, when used in formal procurement proceedings, enhances sustainable competitiveness and business success.
Despite the fact that these studies offer compelling evidence that customer orientation improves the performance, innovation, responsiveness, and sustainability of SMEs, they do not explicitly investigate its impact in the highly regulated and compliance-driven context of public procurement, particularly for special group SMEs in Tanzania. In procurement environments where bidding success, contract renewals, and regulatory compliance are critical determinants of survival, existing research has largely focused on general business sustainability, customer loyalty, and





innovation outcomes. However, it has not adequately articulated how customer orientation translates into sustainable competitiveness. This provides the rationale for hypothesizing that (Table 2.1) H1 Customer Orientation positively affects the sustainable competitiveness of special group SMEs in public procurement.
Table 2. 1: Previous studies on Customer Orientation and Sustainable Competitiveness in Public Procurement
	Author(s) &
	Year	
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	
Bankole et al. (2022)
	Examined link between customer orientation and long-term business sustainability
	

278 Nigerian SMEs
	

Survey & SEM
	Customer orientation significantly enhances sustainability through loyalty and brand differentiation

	
Tseng et al. (2018)
	Assessed effect of customer orientation on market performance
	
Taiwanese SMEs (cross-industry)
	
PLS-SEM
	Customer orientation improves performance via satisfaction and innovation responsiveness.

	
Tunc (2020)
	Explored customer- specific customization in procurement
	Turkish manufacturing SMEs
	Qualitative case study
	Customer prioritization improves bidding success and contract renewals

	
Wahyuni & Astawa (2020)
	Analyzed customer orientation in innovation and quality standards
	
Indonesian SMEs
	
Descriptive and Inferential Statistics
	Strong customer focus enhances innovation and compliance with procurement standards.

	

Liu et al. (2020)
	
Investigated integration of customer insights into strategy
	

Chinese SMEs
	

Survey study
	Customer insights strengthen innovation, adaptability, and satisfaction, reinforcing competitiveness.

	
Lee & Wei (2023)
	Studied customer orientation in strategic processes
	
Asian SMEs
	
Empirical survey
	Customer orientation fosters resilience and sustainable competitiveness

	
Islam & Zhe (2022)
	Assessed advanced customer-focused mechanisms (co- creation, networks, AI)
	
SMEs in Asia
	
Mixed methods
	Customer orientation through innovation and networks sustains financial performance.

	Flight & Mudiyanselage (2021)
	Investigated the effect on loyalty and repeat business
	
SMEs (unspecified)
	
Empirical analysis
	Customer orientation drives loyalty, repeat purchases, and efficiency

	
Kaburu et al. (2021)
	Linked customer orientation to operational performance
	
African SMEs
	
Quantitative survey
	Enhances operational efficiency and competitiveness in procurement

	
Templer et al. (2020)
	Analyzed the operational efficiency effects of customer orientation
	
SMEs (various sectors)
	
Conceptual and empirical validation
	Streamlines processes, improves compliance, and cost-effectiveness in procurement.








2.4.3 [bookmark: 2.4.3_Competitor_Orientation_and_Sustain][bookmark: _bookmark24]Competitor Orientation and Sustainable Competitiveness in Public Procurement
Competitor orientation, a fundamental dimension of the market orientation construct, refers to a firm’s ability to identify, monitor, and respond effectively to competitors’ strategies, strengths, and weaknesses (Narver & Slater, 1990). In competitive and highly regulated environments such as public procurement, this capability becomes essential for SMEs, particularly special group SMEs to achieve sustainable competitiveness. By systematically analyzing competitors’ actions, firms can adjust bidding strategies, enhance service differentiation, and anticipate regulatory or market changes, which are critical for survival and growth in resource-constrained and compliance-driven settings.
Empirical evidence strongly supports the positive association between competitor orientation and organizational performance. For instance, Crick (2021), through a longitudinal mixed-methods study involving UK SMEs, integrated semi-structured interviews with contract performance data collected over 24 months. Findings revealed that competitor-oriented SMEs developed proactive and adaptive strategies that improved their success rates in securing procurement contracts while maintaining strong customer retention. Similarly, Asikhia (2009) conducted a survey-based study in Nigeria, using structured questionnaires and regression analysis, reporting a significant positive relationship between competitor orientation and performance metrics such as sales growth and market share. These findings suggest that competitor orientation equips SMEs with the ability to anticipate





procurement trends, benchmark against industry standards, and craft superior value propositions.
Further validation comes from Kim et al. (2022), who applied Structural Equation Modeling (SEM) to data from 324 Korean SMEs and found that competitor orientation enhances adaptive capabilities, especially when combined with data analytics and knowledge management systems. Such integration allows firms to reconfigure strategies, predict market dynamics, and mitigate procurement-related risks, which is essential in volatile environments like Tanzania. Likewise, Lee and Wang (2023), using path analysis on data from 247 Southeast Asian SMEs, established that competitor orientation not only improves tendering strategies but also stimulates innovation through service differentiation and responsiveness to client expectations.
However, findings are not universally consistent. Bekata and Kero (2025) conducted a quantitative cross-sectional study on Ethiopian SMEs and found no significant direct effect of competitor orientation on firm performance. Using SEM and controlling for firm size and market turbulence, the authors argued that in environments with underdeveloped market intelligence systems, competitor orientation tends to be reactive rather than proactive, which delays decision-making and limits strategic benefits. This divergence emphasizes the role of institutional maturity and technological readiness in shaping the efficacy of competitor orientation.





Moreover, recent research has linked competitor orientation with sustainability- driven strategies. Tseng et al. (2019), using PLS-SEM with data from 280 Asian firms, reported that competitor orientation positively influences Environmental Innovation Capability (EIC), particularly when coupled with strong innovation capabilities and external environmental pressures. This is highly relevant to public procurement, where social and environmental compliance is increasingly embedded in evaluation criteria. Similarly, Sondhi et al. (2024) employed a mixed-methods design, combining survey data from 310 SMEs in emerging markets with qualitative interviews, and demonstrated that competitor orientation fosters proactive strategies that enhance resilience and long-term sustainability, especially under market turbulence.
Collectively, these studies highlight both the strengths and limitations of competitor orientation. While evidence suggests that competitor orientation enables SMEs to develop adaptive strategies, foster innovation, and sustain competitiveness in dynamic markets, its effectiveness is contingent upon contextual factors such as institutional frameworks, technological infrastructure, and the nature of market intelligence systems. Within Tanzania’s public procurement landscape, marked by rigid compliance requirements and capacity constraints, competitor orientation is expected to enhance SMEs’ strategic agility by enabling them to anticipate competitor pricing strategies, adjust bid structures, and innovate within regulatory boundaries. This aligns with the assumptions of Market Orientation Theory, which posits that responsiveness to competitive forces strengthens a firm's ability to create superior value propositions, thereby achieving sustainable competitiveness.





Much of the literature emphasizes general outcomes such as sales growth, market share, and environmental innovation (Asikhia, 2009; Tseng et al., 2019; Lee & Wang, 2023), but falls short of explaining how competitor orientation enables SMEs to anticipate rival bidding strategies, align pricing with regulatory requirements, and proactively comply with procurement standards. These procurement-specific dynamics are critical because they determine contract acquisition and renewal, which directly sustain competitiveness. Based on this discussion, the current study hypothesizes as follows: (Table 2.2) H2 Competitor orientation positively affects the sustainable competitiveness of special group SMEs in public procurement.
Table 2. 2: Previous Studies on Competitor Orientation and Sustainable Competitiveness in Public Procurement
	Author(s) & Year
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	



Crick (2021)
	

Assessed competitor orientation and contract success in procurement
	



UK SMEs (24
months)
	


Longitudinal mixed-methods (interviews + contract data)
	Competitor- oriented SMEs developed proactive strategies, improved contract success, and maintained customer retention

	
Asikhia (2009)
	Examined competitor orientation and performance outcomes
	

Nigerian SMEs
	
Survey + Regression Analysis
	Positive relationship with sales growth and market share

	

Kim et al. (2022)
	Investigated competitor orientation with analytics and knowledge systems
	


324 Korean SMEs
	


SEM
	Competitor orientation enhances adaptive capabilities, enables risk mitigation, and








	Author(s) & Year
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	
	
	
	
	improves procurement responsiveness

	


Lee & Wang (2023)
	

Linked competitor orientation with tendering and innovation
	


247 Southeast Asian SMEs
	



Path Analysis
	Competitor orientation improves tendering strategies and stimulates innovation through service differentiation.

	

Bekata & Kero (2025)
	
Tested the direct effect of competitor orientation on performance
	


Ethiopian SMEs
	


Cross-sectional + SEM
	No significant effect; competitor orientation is reactive in weak market intelligence systems

	



Tseng et al. (2019)
	


Assessed the competitor orientations' role in sustainability
	




280 Asian firms
	




PLS-SEM
	Competitor orientation strengthens Environmental Innovation Capability (EIC) when paired with innovation and environmental pressures.

	


Sondhi et al. (2024)
	

Analyzed competitor orientation in turbulent markets
	


310 SMEs in emerging markets
	


Mixed methods (survey + interviews)
	Competitor orientation fosters proactive strategies, enhances resilience, and supports long- term sustainability.







2.4.4 [bookmark: 2.4.4_Functional_Coordination_and_Sustai][bookmark: _bookmark25]Functional Coordination and Sustainable Competitiveness in Public Procurement
Functional coordination (FC), often termed inter-functional or internal integration,

refers to the extent to which various organizational units, such as procurement, finance, production, logistics, and marketing, collaborate to deliver superior value to customers (Narver & Slater, 1990). Within the Market Orientation Theory (MOT), FC is essential because it ensures the effective dissemination and utilization of customer and competitor information across departments, aligning internal processes with market requirements. In the context of public procurement, particularly among special group SMEs, FC is theoretically expected to enhance responsiveness, facilitate compliance with complex regulations, and promote sustainable competitiveness. By fostering knowledge sharing and eliminating functional silos, FC should enable organizations to prepare accurate bids, optimize resource allocation, and deliver quality outcomes, all of which are critical in regulated procurement environments.
Despite these theoretical assertions, empirical evidence on FC’s impact on sustainable competitiveness remains mixed and context-dependent. Several studies confirm a positive association between FC and competitive advantage. For instance, Mukhtar et al. (2020) conducted a cross-sectional survey of 320 Malaysian service- sector SMEs, analyzed using Structural Equation Modeling (SEM), and found that FC significantly enhances competitive advantage by improving information flow, resource sharing, and strategic alignment. Similarly, Hubnerova et al. (2020), using a quantitative research design with 210 SMEs in Central Europe and multiple





regression analysis, demonstrated that FC fosters cross-functional integration, which leads to operational efficiency and stronger market positioning.
Additional support for FC’s value is provided by Mogaka, Odari, and Arani (2022), who examined 73 Kenyan food and beverage manufacturing companies through a cross-sectional survey of 146 managers using OLS regression. Their findings indicated a significant positive relationship (β = 0.617, p < 0.01) between functional integration and competitive advantage, emphasizing the role of coordinated procurement, production, and marketing in improving responsiveness and cost- effectiveness. Similarly, Szalavetz (2018) underscores that cross-functional collaboration (CFC) is necessary for addressing systemic complexities and sustainability trade-offs, as it promotes knowledge recombination and the integration of sustainability goals across organizational functions.
However, other research suggests that FC’s influence on sustainability outcomes is not always direct and often depends on complementary capabilities such as technology adoption and strategic leadership. Waruiru et al. (2018), through a survey of 186 Kenyan manufacturing managers analyzed using hierarchical regression, revealed that while FC improves coordination efficiency, its impact on sustainability weakens when firms face conflicting economic, social, and environmental priorities. Similarly, Lopez-Torres et al. (2021) employed a mixed-methods design combining surveys of 250 European SMEs analyzed with PLS-SEM and qualitative interviews with 15 managers, concluding that FC tends to focus on operational alignment rather than strategic sustainability when short-term cost-efficiency pressures dominate. Maurer (2022), through qualitative interviews and grounded theory, further argued





that coordination mechanisms prioritizing compliance over innovation offer limited competitive gains. Supporting this, Mavengere (2013), in a case study of Southern African SMEs, found that IT-enabled integration improves efficiency but does not significantly influence competitiveness unless combined with customer-driven innovation and strategic foresight. Crick and Crick (2020), using a longitudinal comparative case study of UK SMEs, also reported that inter-functional alignment delivers competitive benefits only when linked to market responsiveness and knowledge-sharing routines. Similarly, Loader (2013) observed that while effective internal communication improves bid preparation for SMEs in public procurement, its strategic value diminishes under high compliance burdens unless integrated into broader organizational objectives.
Although existing studies confirm that functional coordination enhances information sharing, operational efficiency, and competitive advantage across SMEs (Mukhtar et al., 2020; Mogaka et al., 2022; Hubnerova et al., 2020), They do not explicitly define its function in public procurement environments, where regulatory compliance, bid accuracy, and cross-departmental collaboration are essential for maintaining competitiveness.
Most prior research emphasizes efficiency gains and strategic alignment, yet provides a limited understanding of how functional coordination enables SMEs, especially those in special groups, to prepare compliant tenders, synchronize procurement with finance and production units, and meet evaluation criteria under strict procurement regulations. This omission is critical given that in Tanzania’s procurement system, successful contract acquisition often depends on the ability of





internal functions to coordinate seamlessly in responding to complex requirements. It was hypothesized that (Table 2.3) H3 Functional coordination positively affects the sustainable competitiveness of special group SMEs in public procurement.
Table 2. 3: Previous Studies on Functional Coordination and Sustainable Competitiveness in Public Procurement
	Author(s) & Year
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	


Mukhtar et al. (2020)
	

Examined impact of FC on competitive advantage
	


320 Malaysian service-sector SMEs
	


Cross-sectional survey + SEM
	FC enhances competitive advantage via better information flow, resource sharing, and strategic alignment

	

Hubnerova et al. (2020)
	

Analyzed role of FC in integration and efficiency
	


210 Central European SMEs
	

Quantitative survey + Regression
	FC fosters cross- functional integration, leading to operational efficiency and stronger market positioning.

	
Mogaka, Odari & Arani (2022)
	
Investigated functional integration and competitiveness
	

73 Kenyan food & beverage firms (146 managers)
	

Cross-sectional survey + OLS regression
	FC strongly improves responsiveness and cost- effectiveness (β
= 0.617, p < 0.01)

	

Szalavetz (2018)
	

Linked CFC to sustainability trade-offs
	

European firms (conceptual + empirical insights)
	

Case-based analysis
	FC enables knowledge recombination, integrating sustainability goals across functions.

	Waruiru et al. (2018)
	Tested FC's role in sustainability outcomes
	186 Kenyan manufacturing firms
	Survey + Hierarchical regression
	FC improves efficiency, but the








	Author(s) & Year
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	
	
	
	
	sustainability impact weakens under conflicting economic, social, and environmental
priorities

	

Lopez- Torres et al. (2021)
	

Explored FC and sustainability under cost pressures
	

250 European
SMEs + 15
managers
	

Mixed methods (PLS-SEM +
interviews)
	FC supports operational alignment, but strategic sustainability is undermined by short-term cost
pressures

	

Maurer (2022)
	
Studied coordination mechanisms and competitiveness
	


European SMEs
	

Qualitative interviews + Grounded theory
	Compliance- driven coordination mechanisms provide limited competitive gains

	


Mavengere (2013)
	

Assessed IT- enabled integration and competitiveness
	


Southern African SMEs
	



Case study
	IT-enabled FC improves efficiency but does not enhance competitiveness without innovation and
foresight

	

Crick & Crick (2020)
	
Compared inter- functional alignment and market responsiveness
	


UK SMEs
	

Longitudinal comparative case study
	FC yields competitive benefits only when linked to knowledge- sharing and responsiveness.

	
Loader (2013)
	Analyzed internal communication and procurement
	UK SMEs in public procurement
	
Case study + Interviews
	Internal communication improves bid preparation, but








	Author(s) & Year
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	
	performance
	
	
	strategic value diminishes under compliance burdens.





2.4.5 [bookmark: 2.4.5_The_moderation_effect_of_Strategic][bookmark: _bookmark26]The moderation effect of Strategic Flexibility on the Relationship between Market Orientation and Sustainable Competitiveness in Public Procurement.
Research on the multidimensional MO SC relationship has been producing varying

degrees of correlation. Consequently, Brozovic (2023), through undertaking a systematic literature review of 15 empirical studies, points out that the application of moderating variables should help reduce the substantial number of unexplained variances in the relationship. The importance of using moderator models is that they can help to determine situations where strategic flexibility is most beneficial and situations where it is harmful to Sustainable competitiveness in public procurement.
Strategic flexibility is widely regarded as a dynamic capability enabling firms to reconfigure resources, revise strategies, and adapt to uncertainty (Sanchez, 1995). In public procurement, this capability can help SMEs respond to market and regulatory turbulence. Brozovic (2023) asserts that firms with higher levels of strategic flexibility tend to achieve stronger financial performance and competitive advantage. Similarly, Morgan et al. (2019), using survey-based research on global firms analyzed through SEM, found that firms with higher adaptability show improved performance amid market volatility. Sen et al. (2023), in a quantitative study of 220





SMEs in emerging markets using PLS-SEM, concluded that flexibility and adaptability allow SMEs to compete effectively by reallocating resources and exploring new markets.
Other studies corroborate this position. Guo and Cao (2014) conducted a survey- based analysis using hierarchical regression and reported that strategic flexibility enhances risk mitigation and resilience in turbulent markets. Likewise, Khan et al. (2022) applied SEM in a study of family firms in an emerging economy and found that strategic flexibility strengthens the positive effect of strategic orientations on sustainable competitive performance by enabling rapid resource reconfiguration. Yang et al. (2022), using a hybrid SEM-neural network model with Chinese SMEs, confirmed that strategic flexibility significantly amplifies the role of competitor orientation in achieving competitive advantage and economic sustainability.
Despite these findings, some studies question the universal significance of strategic flexibility. Aabo et al. (2024), using longitudinal data analysis of SMEs in Europe, noted that while flexibility supports adaptation, its direct impact on firm growth remains inconclusive. Similarly, Mohammad et al. (2024), in a regression-based study of 284 SMEs in South Asia, reported that strategic flexibility did not significantly moderate the relationship between strategic planning and performance, suggesting that flexibility alone is insufficient without systemic support. Vem et al. (2022) echoed this view in a survey-based SEM study of 300 Indian SMEs, finding that coordination flexibility fails to improve performance when complementary practices like HR alignment are absent. These findings highlight that flexibility’s





benefits are highly context-dependent, particularly in regulated sectors like public procurement.
Contextual realities of special group SMEs in Tanzania, such as procedural rigidity, resource constraints, and lack of technological readiness, further complicate the moderating effect of flexibility. Kasumaningtyas and Cempena (2024), using PLS- SEM with Indonesian MSMEs, revealed that digital and technological capabilities mediate the positive impact of customer orientation on innovation. Without these enablers, flexibility fails to produce significant gains. The same logic applies to Tanzanian SMEs: although theoretically capable of strategic adjustment, they may be practically limited by compliance requirements and a lack of infrastructure.
Although several studies have demonstrated that strategic flexibility enhances adaptability, innovation, and resilience in turbulent environments (Brozovic, 2023; Morgan et al., 2019; Khan et al., 2022; Yang et al., 2022), they have not explained well how this skill affects the link between market orientation and long-term competitiveness in very regulated procurement situations.
Much of the literature emphasizes flexibility as a general performance enhancer, yet provides limited insight into its role in enabling SMEs, particularly special group SMEs, to modify the way they use resources, change their bidding strategy, and change the way they do things internally when there are procurement-specific uncertainties like changes in compliance, obstacles in bidding, or changes in assessment criteria. This omission is crucial, as in Tanzania’s procurement system, firms often face procedural rigidity and resource constraints that require adaptive mechanisms to translate market intelligence into sustainable competitiveness.





It is therefore hypothesized that:

H4 Strategic flexibility moderates the relationship between customer orientation and the sustainable competitiveness of special group SMEs in public procurement
H5 Strategic flexibility moderates the relationship between competitor orientation and the sustainable competitiveness of special group SMEs in public procurement.
H6 Strategic flexibility moderates the relationship between functional coordination and the sustainable competitiveness of special group SMEs in public procurement.
Lopez-Torres (2023) conducted a study in Mexico to measure the impact of sustainability on competitiveness in SMES. The study applied SEM, and the results indicated a significant positive effect of SMEs’ sustainability on competitiveness. The adjusted measurement model shows validity and reliability through the various tests applied. Thus, firms should not view sustainability as detrimental to their competitiveness.
Lopez-Torres, Montejano-García, Alvarez-Torres, and Perez-Ramos (2022) conducted a study on Sustainability for competitiveness in firms, a systematic literature review. The paper aimed to present a systematic review of the literature on sustainability for the competitiveness of firms to identify the state of the art, significant discussions, and new research directions. Findings from the paper revealed critical variables analyzed in the selected articles, sustainability strategies for competitiveness, strategies for sustainability, organizational aspects for sustainability and competitiveness, measurement of sustainability, models, moderating factors for sustainability, and new future research directions.





Jewel and Ali (2023) conducted a study on addressing the SDGs through sustainable public procurement: a study on Bangladesh, to examine the existing legal framework supporting or constraining the practice of Sustainable public procurement. The research used a mixed approach; the research findings denote that public procurement is fairly controlled by the Public Procurement Act and Rules, which emphasize economic factors, where social and environmental factors have not been significantly considered. The Government is yet to use procurement as a strategic tool to achieve the concerned SDGs goals. As a result, public procurement professionals are not sufficiently equipped with the required knowledge and concepts of SPP.
This research also found that there are potential opportunities to practice SPP in the public sector through the inclusion of it in procurement regulations, as public procurement professionals are already used to following the procurement act and rules, and sustainability criteria are considered while development projects are selected. This research conveys the message of the participants from the public procurement professionals to the concerned government authority to take effective initiatives to incorporate SPP in the procurement legal system. There is a scope to conduct more studies and policy-level discussions to develop a country-specific policy framework so that it can be used as a strategic tool to achieve the SDGs.

Alotaibi and Zhang (2017) conducted a study on the relationship between export market orientation and export performance, with the main emphasis on investigating the relationship between export market orientation and export performance in Saudi Arabian  firms.  The  study  employed  structural  equation  modelling  (SEM)





implemented using AMOS software. Results of the SEM analysis showed that export market orientation has an impact on export performance. The mediator variable export strategy was found to have a partial mediation role in the relationship. The literature on international trade is expanded by adding the perspective of Saudi export firms. Managers of export firms can employ the study to support their firm towards the effect of market orientation on their performance.
Guerra and Camargo (2024). Conducted a study on the Mediation of learning orientation on market orientation and business performance: evidence from Brazilian SMEs. The study aimed to investigate the mediating effect of learning orientation on the market orientation and business performance of industrial Small and Medium Enterprises (SMEs) in the metal mechanics and wine sectors in southern Brazil. The survey results showed that there is a positive and significant relationship between the variables market orientation, learning orientation, and business performance in the investigated sectors. Learning orientation mediates the relationship between market orientation and business performance.
Gligor, Gölgeci, Newman, and Bozkurt (2021) On their study on the performance implications of the buyer-supplier market orientation, fit in the USA. The aim was to examine the link between market orientation and performance offer a few insights into how the interplay between a firm’s market orientation (MO) and its key supplier’s MO influences the firm’s performance. The findings indicate a direct and positive relationship between MO fit and ROA. This highlights the need for firms to focus both on their own MO and their key suppliers’ MO as sources of competitive advantage in today’s business environment. The strength of the relationship between





MO fit and ROA increases when the exchanged business volume increases between the focal firm and its supplier and when the respective relationship progresses in age. Furthermore, firms with MO fit perform best, followed by firms with higher supplier MO misfit (the firm’s MO is lower than its key supplier’s MO), while firms with lower supplier MO misfit (the firm’s MO is higher than its key supplier’s MO) are the laggards.
Royo-Vela, Amezquita Salazar, and Puig Blanco (2022) studied Market orientation in service clusters and its effect on the marketing performance of SMEs. The main objective is to address research gaps about the relationship between market orientation and marketing performance when small- and medium-sized enterprises (SMEs) are located within a service cluster. The study applied SMARTPLS, and the results showed that, among the SMEs, membership in an urban services cluster did not significantly influence marketing performance or the implementation of market orientation practices. No differences were observed in internal managerial practices implemented between companies that were collocated and isolated. However, a higher level of competitor orientation was associated with greater marketing performance. Given the verified absence of moderating and mediating effects, our work provides a reasonable basis for proposing future research and practical recommendations. Table 2.4 shows previous studies.





Table 2. 4: Previous Studies on Strategic Flexibility Moderation and the Relationship between MO and Sustainable Competitiveness in Public Procurement
	Author(s) & Year
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	

Brozovic (2023)
	Reviewed empirical studies on MO–SC
relationship
	
Systematic review (15 studies)
	

Literature review
	Strategic flexibility reduces unexplained variance; identifies conditions where SF is beneficial vs. harmful

	Morgan et al. (2019)
	Assessed adaptability and performance
	
Global firms
	
Survey + SEM
	Higher adaptability improves performance in volatile markets

	
Sen et al. (2023)
	Studied flexibility and competitiveness
	
220 SMEs in emerging markets
	
PLS-SEM
	Flexibility enables resource reallocation, new market exploration, and competitive success.

	Guo & Cao (2014)
	Examined risk mitigation in turbulent markets
	
Chinese firms
	Survey + Hierarchical regression
	SF enhances resilience and risk mitigation

	
Khan et al. (2022)
	
Analyzed family firms’ orientations
	
Emerging economy SMEs
	

SEM
	SF strengthens effect of orientations on sustainable performance via resource reconfiguration.

	
Yang et al. (2022)
	
Modeled SF with competitor orientation
	

Chinese SMEs
	
SEM + Neural networks
	SF amplifies the competitor orientation’s effect on competitive advantage and economic sustainability

	Aabo et al. (2024)
	Investigated SF and growth
	
European SMEs
	Longitudinal data analysis
	SF supports adaptation, but direct growth impact remains inconclusive

	
Mohammad et al. (2024)
	
Tested SFs moderating role
	
284 South Asian SMEs
	

Regression
	SF did not significantly moderate planning– performance link; flexibility insufficient without systemic support

	
Vem et al. (2022)
	Studied coordination flexibility
	
300 Indian SMEs
	
Survey + SEM
	Flexibility fails to improve performance without complementary HR alignment

	
Kasumaningtyas & Cempena (2024)
	
Tested digital capabilities as mediators
	
Indonesian MSMEs
	

PLS-SEM
	Digital/technological readiness mediates CO
→ Innovation; without enablers, SF fails to generate gains

	Lopez-Torres (2023)
	Measured sustainability →
	Mexican SMEs
	SEM
	Sustainability significantly improves








	Author(s) & Year
	Objective/Focus
	Location/Context
	Method/Analysis
	Key Findings

	
	competitiveness
	
	
	competitiveness; validated model reliability

	
Lopez-Torres et al. (2022)
	Reviewed sustainability competitiveness literature
	
Global firms
	
Systematic review
	Identified key sustainability strategies, moderating factors, and organizational enablers

	

Jewel & Ali (2023)
	

Examined SPP and SDGs
	

Bangladesh public procurement
	


Mixed methods
	Procurement laws emphasize economic over social/environmental factors; SPP opportunities remain underutilized

	
Alotaibi & Zhang (2017)
	Studied export MO and performance
	
Saudi firms
	
SEM (AMOS)
	Export MO improves performance; export strategy partially mediates relationship

	
Guerra & Camargo (2024)
	Investigated learning orientation mediation
	
Brazilian SMEs
	
SEM
	Learning orientation mediates MO– performance relationship positively

	
Gligor et al. (2021)
	
Analyzed buyer supplier MO fit
	
USA firms
	
Empirical survey
	MO fit improves ROA; stronger when business volume and relationship maturity increase

	
Royo-Vela et al. (2022)
	
Examined MO in service clusters
	
SMEs in Spain
	
SMARTPLS
	Cluster membership not significant; competitor orientation improves marketing performance




2.5 [bookmark: 2.5__Research_Gap][bookmark: _bookmark27]Research Gap

The research gap is the missing element in the existing literature. The following are the elements that are missing and need to be addressed in Influence of Special Group SME's Market Orientation on Sustainable Competitiveness in Public Procurement;
The first is contextual, as there is a dearth of discussion on the engagement of special group SMEs in public procurement to enhance sustainable competitiveness. Most of the previous studies have reported organizational factors influencing sustainability at the firm level, such as organizational readiness, sustainability-oriented technology,





and the view and commitment to sustainability, more in the context of small and medium enterprises (SMEs) (Bentivoglio et al., 2021; Lopez-Torres et al., 2023). According to Royo-Vela et al. (2022) and Gligor et al. (2021 recommended that further exploration should be undertaken to gain a deeper insight into the interplay between MO and sustainable competitiveness, in different economic regions, particularly those characterized by geographical concentration or unexplored clusters.
Secondly, the Theoretical contribution, the study applies Strategic flexibility as a moderating variable of which business organizations must focus not only on resource acquisition but also on how these resources are deployed strategically to realize competitive superiority and improved performance, to the researcher’s best knowledge, strategic flexibility has never been introduced in the market orientation sustainable competitiveness relationship before hence filling a theoretical gap.
Thirdly, a Methodological gap, the researcher conducted a census, although most analogous studies have used a sample. The researcher gained a full and accurate picture of the population while avoiding sampling mistakes and bias. It also allowed for thorough analysis, pattern recognition, and increased research credibility.
The study was led by six hypotheses that test these knowledge gaps. The methods and hypotheses on how these research gaps were addressed are summarized in the conceptual framework and detailed in the methodology chapter.





2.6 [bookmark: 2.6___Conceptual_Framework][bookmark: _bookmark28]Conceptual Framework

The conceptual model presented in Figure 2.1 reflects the 6 hypotheses that were tested in this study. It is a specified structural equation model (SEM) whose model fit was tested using primary data collected during the study. On the left side are three dimensions that make up Market orientation. These three dimensions were the independent variables. Since each of these dimensions is a latent variable, varying numbers of measured indicators were used to measure and record responses. On the right is Sustainable competitiveness, which is the dependent variable of the study. This variable is also latent and was measured using 5 measured indicators. The relationship between the dependent variables and the independent variables is shown using arrows drawn from each MO dimension pointing to the SC. This constitutes hypotheses 1-3 of the study. Strategic flexibility was used to moderate each of the three relationships, hence addressing hypotheses 4-6 of the study.
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Figure 2. 1: Conceptual Framework of the Study Source: Researcher 2024





[bookmark: RESEARCH_METHODOLOGY][bookmark: _bookmark29]CHAPTER THREE RESEARCH METHODOLOGY


3.1 [bookmark: 3.1__Chapter_Overview][bookmark: _bookmark30]Chapter Overview

In this chapter, it is clearly described how data and information were collected, analyzed, and presented. The chapter covers research philosophy, research strategy, survey population, area of the research, sampling design and procedures, sample size, variables and measurement procedures, methods of data collection, data processing and analysis, reliability and validity of data, expected results of the study, ethical considerations, and research activities/work plan and estimated research budget.


3.2 [bookmark: 3.2__Research_Philosophy][bookmark: _bookmark31]Research Philosophy

This study used the positivist research philosophy to look into how market orientation affects the long-term competitiveness of special group SMEs in Tanzanian public procurement, with strategic flexibility as a moderating factor. The choice of positivism was guided by its alignment with the study’s objectives and methodological requirements. Positivism says that we can study social phenomena objectively by looking at facts and numbers that can be measured (Saunders et al., 2019; Creswell, 2009). Because the study's goal was to test hypotheses based on established theories Market Orientation Theory and Dynamic Capability Theory using actual data collection and statistical analysis, this philosophical stance was seen as appropriate.





Objectivism is the ontological assumption behind positivism. It says that reality exists outside of how people see it. In this case, market orientation, strategic flexibility, and sustainable competitiveness were all seen as objectively measurable variables. The epistemological position says that we should get knowledge through empirical observation and quantifiable evidence instead of subjective interpretation (Tuboly, 2022). This made it okay to use structured questionnaires to get standardized data from respondents, which made it possible to repeat the study and reduced researcher bias. The axiological assumption stresses researcher neutrality, meaning the researchers values did not influence the research process or outcomes (Saunders et al., 2019).
This philosophical position also determined the research strategy and methodological choices. Specifically, it supported a deductive research approach, where hypotheses were formulated from theory and tested using quantitative data (Kumar, 2018; Creswell, 2009). We used a structured questionnaire with closed-ended questions to gather data from SMEs so that we could test relationships between variables statistically. The study used SmartPLS 4 and Partial Least Squares Structural Equation Modeling (PLS-SEM) to check the reliability, validity, and structural paths of the measurements. These choices made sure that the research process stayed systematic, objective, and in line with positivist ideas, which led to results that are valid, reliable, and can be used in other similar situations.





3.3 [bookmark: 3.3__Research_Approach][bookmark: _bookmark32]Research Approach

This study employed a deductive research approach, which is appropriate when the objective is to test theoretical propositions using empirical data (Saunders et al., 2019). Deduction begins with established theories, formulates hypotheses, and then collects and analyzes data to confirm or refute those hypotheses (Casula et al., 2021). This approach was selected because the research sought to validate relationships drawn from Market Orientation Theory and Dynamic Capability Theory, examining how strategic flexibility moderates the MO SC relationship among special group SMEs.
Operationally, the deductive approach guided the entire research process. First, hypotheses were formulated to capture expected associations between MO dimensions (customer orientation, competitor orientation, functional coordination), SF, and SC based on prior literature. Second, the conceptual framework developed informed the design of a structured questionnaire to measure latent variables using validated indicators. Third, the approach determined the choice of quantitative analytical technique: Partial Least Squares Structural Equation Modeling (PLS-SEM) was applied to test the hypothesized causal relationships and assess model fit.
Alternative approaches, such as inductive reasoning, were deemed unsuitable because the study did not aim to develop a new theory from qualitative insights but rather to validate existing theories in a Tanzanian procurement context. Similarly, a mixed-method approach was not considered because the research questions focused on establishing measurable, generalizable relationships rather than exploring subjective interpretations. By applying a deductive strategy, the study ensured





systematic hypothesis testing and the generation of findings that are both theoretically grounded and practically applicable.


3.4 [bookmark: 3.4__Research_Design_and_Strategy][bookmark: _bookmark33]Research Design and Strategy

This study adopted an explanatory research design, which is appropriate for examining cause-and-effect relationships among variables (Baran, 2022). The design aligns with the study's primary objective of testing the hypothesized influence of market orientation (MO) on sustainable competitiveness (SC), with strategic flexibility (SF) as a moderating variable. Explanatory designs go beyond mere description by establishing and validating theoretical linkages, making them suitable for studies that aim to identify the mechanisms through which variables interact (Henseler, 2018).
The choice of an explanatory design was driven by two key factors: the study’s reliance on theory-based hypotheses derived from Market Orientation Theory and Dynamic Capability Theory, and the requirement for empirical testing using quantitative data to generalize findings to a broader population of special group SMEs participating in public procurement. This design facilitated the systematic evaluation of direct and moderated effects, offering insights into both statistical significance and theoretical implications.
To operationalize this design, the study employed a survey research strategy, which is consistent with the positivist paradigm and deductive reasoning (Rahi, 2017). Surveys are widely recommended for explanatory research because they enable the collection of standardized data from large populations in a cost-effective and time-





efficient manner (Natalia et al., 2021). In this study, structured questionnaires were administered to representatives of SMEs registered under Tanzania’s Public Procurement Regulatory Authority (PPRA) database. This strategy ensured uniform measurement of constructs such as customer orientation, competitor orientation, functional coordination, strategic flexibility, and sustainable competitiveness.
The study further adopted a cross-sectional design, where data were collected at a single point in time. This approach is suitable for capturing current practices and perceptions, allowing for the quantitative assessment of hypothesized relationships without the complexity of longitudinal tracking (Mugenda & Mugenda, 2003). Cross-sectional surveys are particularly appropriate for business research contexts where the goal is to assess behavioral and strategic patterns within defined timeframes (Saunders et al., 2019).
Consistent with the explanatory design, data analysis utilized Partial Least Squares Structural Equation Modeling (PLS-SEM). This technique is recommended for studies involving complex models with multiple constructs, interaction effects, and relatively small sample sizes compared to covariance-based SEM (Hair et al., 2022). PLS-SEM allowed for the simultaneous estimation of measurement reliability, validity, and structural paths, thereby providing a robust means of testing both direct and moderated relationships.


3.5 [bookmark: 3.5__Survey_Population][bookmark: _bookmark34]Survey Population

The survey population consisted of 503 Special Group SMEs that were officially registered and listed by the Public Procurement Regulatory Authority (PPRA) as of





January 2025. These enterprises are categorized within the government's special group classifications, encompassing businesses owned by women, youth, and individuals with disabilities. All of these firms have received formal recognition as eligible participants in Tanzania’s public procurement system, operating as suppliers, contractors, or service providers under the special group procurement preference schemes established by the Public Procurement Act and its Regulations (PPRA, 2023).
The selection of this population was intentional and based on two primary justifications. These enterprises are the principal beneficiaries of Tanzania’s inclusive procurement policy, which allocates a portion of government procurement opportunities to marginalized groups. These units are the most relevant for analyzing the impact of market orientation (MO) practices on sustainable competitiveness (SC) within a regulated procurement context. Secondly, these firms function within an environment marked by procedural rigidity, resource limitations, and competitive bidding, making them appropriate for examining the moderating influence of strategic flexibility (SF) on competitiveness enhancement.
The choice to concentrate only on SMEs registered by PPRA guaranteed that all participants were either actively involved in or qualified for government tendering processes, thus aligning the study sample with the research objectives. Their participation offered a practical and policy-relevant framework for evaluating the theoretical propositions underlying the study. Data collected from this group were expected to generate insights that are academically robust and practically significant,





contributing to evidence-based policymaking aimed at improving the performance and resilience of SMEs in Tanzania’s public procurement proceedings.


3.6 [bookmark: 3.6__Area_of_the_Study][bookmark: _bookmark35]Area of the Study

This research was carried out across various administrative regions of the United Republic of Tanzania, concentrating on all locations where Special Group SMEs were formally registered with the Public Procurement Regulatory Authority (PPRA) as of January 2025. The specified regions included Arusha, Dar es Salaam, Dodoma, Iringa, Katavi, Kilimanjaro, Morogoro, and Tabora.
The regional coverage was intentionally broad to reflect the geographical distribution of special group SMEs and ensure that data collection captured variations in institutional capacity, access to procurement opportunities, and regional economic dynamics. According to Liu et al. (2024), regional institutional arrangements and procurement readiness can significantly influence SME participation in government tenders. Therefore, encompassing all relevant regions allowed the study to account for spatial disparities in public sector engagement and strategic behavior.
This inclusive approach was further motivated by national policy imperatives that emphasize economic inclusion and equitable access to public opportunities for historically disadvantaged groups (URT, 2022). Capturing data from these diverse localities enabled a more holistic assessment of how market orientation, strategic flexibility, and sustainable competitiveness interact within decentralized procurement environments.





3.7 [bookmark: 3.7__Sampling_Design_and_Procedures][bookmark: _bookmark36]Sampling Design and Procedures

This study adopted a census sampling technique, which involves collecting data from every unit within the population of interest rather than drawing a representative sample. The decision to use a census was driven by the finite and manageable population size, specifically, the 503 Special Group SMEs officially registered by the Public Procurement Regulatory Authority (PPRA) as of January 2025. These SMEs owned by women, youth, and persons with disabilities had been formally recognized as eligible suppliers, service providers, or contractors under Tanzania’s public procurement framework.
Employing a census approach was deemed appropriate for several reasons. First, it ensured maximum data reliability and eliminated the risk of sampling error, which often arises in studies based on selective sampling (Saunders et al., 2019). Second, it enhanced the external validity of the findings, as results drawn from the entire population are more generalizable to the target group. Third, the use of a census enabled the researcher to capture a diverse range of contextual insights, including variation across regions, ownership categories, and industry sectors, thereby strengthening the empirical grounding of the study.
According to Hair (2020), the sampling design is a crucial component of the research process, requiring researchers to make an informed decision between sampling and census strategies. He argues that a census is most suitable when the population is relatively small, accessible, and homogenous in terms of relevance to the research objectives, criteria which this study fully satisfied. Accordingly, the unit of analysis





consisted of firm-level representatives, such as managers or group leaders, from all registered special group SMEs engaged in public procurement.
The census was implemented within a quantitative, cross-sectional survey design, allowing for the collection of standardized data at a single point in time.

3.8 [bookmark: 3.8___Variables_and_Measurement_Procedur][bookmark: _bookmark37]Variables and Measurement Procedures

This study involved three categories of variables: independent variables, a dependent variable, and a moderating variable. The independent variables were customer orientation, competitor orientation, and functional coordination. The dependent variable was sustainable competitiveness, while the moderating variable was strategic flexibility. The selection of these variables and their respective measures was guided by prior studies that demonstrated statistical significance and validity. Table 3.1 provides measurement and sources.





Table 3. 1: Variables, Indicators and Level of Measurement

	Dependent
Variable
	Indicators
	Level
Measurement
	Analysis
Method
	Construct
Measurement

	Sustainable Competitiveness in procurement
	Competitive advantage, Adaptability to change, Resource Opacity, Imitability of Resources and
capabilities
	5-point Likert Scale
	PLS- SEM
	Korry, and Wijayanti, (2024).

	Independent Variable (MO)
	Indicators
	Level of Measurement
	Analysis Method
	Construct Measurement

	Customer Orientation
	After-sales service, Value for customer, Customer satisfaction, Need recognition,
achieving goal
	5-point Likert- type scale
	PLS- SEM
	Narver and Slater, 1990)

	Competitor Orientation
	Available opportunities, Competitive agility, Competitor SWOC analysis, Customer Visible Competitive
strategy, Discussion on competitor strategy
	5-point Likert- type scale
	PLS- SEM
	Narver and Slater, 1990)

	Functional Coordination
	Information Sharing, Experience Sharing, Resource Sharing, Customer engagement, Value creation
awareness
	5-point Likert- type scale
	PLS- SEM
	Narver and Slater, 1990)

	Moderating
Variable (SF)
	Indicators
	Level of
Measurement
	Analysis
Method
	Construct
Measurement

	Planning flexibility
	Response to new competitor, response to technology, response to customer needs and
preferences
	5-point Likert- type scale
	PLS- SEM
	Dibrell et al. (2014).

	Resource Flexibility
	Resource diversification opportunities, Resource allocation flexibility, Resource Mitigation
strategies
	5-point Likert- type scale
	PLS- SEM
	Han, and Zhang, (2021). And
Sanchez, (1995)

	Coordination Flexibility
	Innovative rate, Communication effectiveness,
Organisation adaptability
	5-point Likert- type scale
	PLS- SEM
	Han, and Zhang, (2021). And
Sanchez, (1995)







3.9 [bookmark: 3.9____Methods_of_Data_Collection][bookmark: _bookmark38]Methods of Data Collection

3.9.1 [bookmark: 3.9.1____Questionnaire][bookmark: _bookmark39]Questionnaire

To collect primary data, this study employed a self-administered, structured questionnaire as the main instrument for data collection. This approach was consistent with the study’s quantitative, cross-sectional survey design, which required standardized data to test the hypothesized relationships among market orientation, strategic flexibility, and sustainable competitiveness. The questionnaire consisted of closed-ended items, allowing for uniform responses across all participants and enabling the use of statistical tools for analysis.
The questionnaire was composed entirely of closed-ended items, allowing for uniformity in responses and facilitating the application of statistical analysis tools. It was constructed based on a five-point Likert scale ranging from 1 = strongly disagree, 2 = Disagree, 3 = neither agree nor disagree, 4 = agree, 5 = strongly agree, a widely recognized format in behavioral and management research for capturing perceptual and attitudinal data (Bryman, 2016).
The decision to use a self-administered questionnaire was guided by several considerations. First, this method enabled the researcher to reach all 503 special group SMEs in the population through both physical distribution and digital platforms, ensuring comprehensive coverage while minimizing logistical challenges. Second, the structured format allowed for efficient data collection and consistency in how questions were interpreted and answered, which is crucial for empirical testing within a deductive and positivist research paradigm. Third, the questionnaire was designed with objective, theory-driven questions that directly reflected the study’s





conceptual framework and specific research objectives. This made it possible to capture perceptions from key decision makers (i.e., managers or representatives) based on their firsthand knowledge of their firm's strategic practices and public procurement engagement.


3.9.2 [bookmark: 3.9.2____Reliability_of_Data][bookmark: _bookmark40]Reliability of Data

Reliability refers to the consistency and stability of a measurement instrument when applied repeatedly under similar conditions. According to Creswell (2009), any measurement that consistently produces the same results over time and across different trials can be regarded as reliable. Cavana, Delahaye, and Sekaran (2001) emphasize that research instruments should ideally be free from measurement error, producing consistent outcomes regardless of time, setting, or the specific items used. Denscombe (2010) adds that reliability ensures that findings can be confidently interpreted and generalized beyond the immediate context.
In the context of multi-item scales, Bernard (2011) underlines the significance of developing instruments with clear construct definitions, the use of precisely worded measurement items, and the application of pilot testing to strengthen reliability, particularly when dealing with diverse demographic contexts. Moreover, initiatives such as incorporating multiple indicators per construct and utilizing standardized response formats are essential for achieving measurement stability. As Zikmund et al. (2013) note, maintaining an acceptable level of reliability is a foundational requirement in behavioral and social science research.





Before the main data collection, a pilot study was conducted to assess and enhance the internal consistency of the questionnaire. The instrument adapted was distributed to a group of selected experts rather than the intended sample. This allowed for refinement of item wording, response clarity, and alignment with the local context.
To assess the reliability of the measurement instrument, the study used SmartPLS version 4.1.0.6 to examine internal consistency, focusing specifically on Cronbach’s alpha and composite reliability. As noted by Hair et al. (2019), values of 0.70 or above for both measures are generally considered acceptable, indicating that the scale reliably measures what it is intended to. In this study, all constructs met or surpassed these recommended thresholds, confirming that the instrument was internally consistent and appropriate for full-scale data collection. Distance values exceeding critical chi-square thresholds, based on the number of predictors and desired significance level, are typically considered multivariate outliers. The use of Mahalanobis Distance is consistent with best practices in SEM-based research, as it identifies patterns of unusual responses that may not be detected through univariate diagnostics alone.
Third, centered leverage values were reviewed as part of the influence diagnostics. According to Kline (2016), leverage values above 0.20 suggest that an observation may exert a disproportionate impact on parameter estimates. This check complements Cooks Distance by highlighting cases that could unduly affect regression slopes.





Additionally, the assessment included an evaluation of studentized residuals and standard errors of predicted values to confirm the stability of predictions. Collectively, these procedures ensured that outliers were not only identified but also evaluated in terms of their potential effect on the model. Observations that were flagged by multiple diagnostics would typically require further scrutiny or possible exclusion. However, in this study, the analysis indicated that the distribution of responses was generally within acceptable bounds, suggesting minimal risk of influential outliers.
The decision to retain or exclude outliers was guided by the principle of maintaining data integrity and representativeness, as recommended by Aguinis et al. (2013). Instead of automatic deletion, any potential outliers were considered in the context of their theoretical plausibility and impact on overall model estimates. This approach balances statistical rigor with the need to preserve meaningful variability in the data.
By incorporating these diagnostic procedures, the study ensured that the dataset satisfied the assumptions required for PLS-SEM, including the absence of undue influence from extreme observations. This methodological rigor enhances confidence in the robustness and generalizability of the findings presented in subsequent chapters. Table 3.2 shows the residual statistic.
To safeguard the integrity of the model against residual effects of potential outliers, bootstrapping was employed during the SEM estimation process, using 5,000 resamples as recommended by Hair et al. (2019). Bootstrapping is a robust resampling technique that does not assume data normality and minimizes the impact of influential observations by generating empirical sampling distributions for





parameter estimates. This method was particularly appropriate for PLS-SEM, which is often applied in contexts with non-normal data and moderate sample sizes.
The study ensured that the dataset satisfied the assumptions necessary for PLS-SEM by including these diagnostic processes. These assumptions included the absence of undue effect from extreme observations. A higher level of trust in the robustness and generalizability of the findings reported in later chapters is achieved through the use of this methodological procedure. Table 3.2 shows the residual statistic.


Table 3. 2: Residual Statistics

	Residuals Statisticsa
	
	
	
	
	

	
Minimum
	
Maximum
	
Mean
	Std.
Deviation
	
N

	Predicted Value
	3.04
	4.73
	4.20
	.408
	393

	Std. Predicted Value
	-2.827
	1.311
	.000
	1.000
	393

	Standard Error of
Predicted Value
	.055
	.214
	.093
	.033
	393

	Adjusted Predicted Value
	2.99
	4.75
	4.20
	.409
	393

	Residual
	-3.550
	1.925
	.000
	.975
	393

	Std. Residual
	-3.627
	1.966
	.000
	.996
	393

	Stud. Residual
	-3.638
	2.011
	.000
	1.002
	393

	Deleted Residual
	-3.571
	2.014
	.001
	.987
	393

	Stud. Deleted Residual
	-3.697
	2.019
	-.001
	1.006
	393

	Mahal. Distance
	.237
	17.765
	2.992
	3.197
	393

	Cook's Distance
	.000
	.061
	.003
	.007
	393

	Centered Leverage Value
	.001
	.045
	.008
	.008
	393

	a. Dependent Variable: SC
	
	
	
	
	







3.9.3 [bookmark: 3.9.3___Validity_of_Data][bookmark: _bookmark41]Validity of Data

This study assessed the goodness of measures using both reliability and validity criteria (Sekaran, 2003). In research, validity refers to the extent to which an instrument accurately captures the concept it is intended to measure (Kitchin & Tate, 2013). It speaks to the trustworthiness, appropriateness, and legitimacy of the tool used to obtain data and ensures that the data collected is suitable for achieving the research objectives (Denscombe, 2010; Hair et al., 2010). Two key forms of validity were evaluated in this study, content validity and construct validity, both of which are widely accepted in business and social science research (Bordens & Abbott, 2011).
Content Validity, also known as face validity, content validity ensures that the instrument adequately covers all relevant dimensions of the constructs under study. In this research, content validity was established by consulting field experts in procurement. These experts reviewed the questionnaire to confirm that each item accurately represented its corresponding construct. Additionally, a pre-test of the questionnaire was conducted to refine item clarity, sequence, and relevance.
Construct validity assesses how well the measurement items reflect the theoretical constructs they are intended to represent (Bordens & Abbott, 2011; Raemah, 2010). It involves both theoretical justification based on prior literature and statistical validation through empirical analysis. In this study, construct validity was assessed using Partial Least Squares Structural Equation Modeling (PLS-SEM) via Smart PLS 4.





Convergent validity evaluates the extent to which indicators of a specific construct converge or share a high proportion of variance. It was tested using three key criteria: item loadings, Composite Reliability (CR), and Average Variance Extracted (AVE). According to Hair et al. (2010) and Bagozzi and Yi (1988), acceptable thresholds are: item loadings ≥ 0.7, CR ≥ 0.7, and AVE ≥ 0.5. All constructs in this study met or exceeded these thresholds, indicating acceptable convergent validity.
Discriminant validity determines the extent to which a construct is truly distinct from other constructs in the model. This study used two widely recommended approaches, the Fornell–Larcker criterion and the Heterotrait–Monotrait Ratio (HTMT). According to Hair et al. (2010), the square root of AVE for each construct should be greater than its correlations with other constructs (Fornell–Larcker), and HTMT values should be below 0.90. The results met both criteria, confirming the discriminant validity of the constructs.

3.9.4 [bookmark: 3.9.4___Pre-test_Results][bookmark: _bookmark42]Pre-test Results

According to Yaghmaei (2009), conducting a pre-test is essential for establishing the face validity of a questionnaire. In this study, the research instrument was pre-tested before its full distribution. A panel of academic scholars and procurement practitioners was invited to critically evaluate the instrument and provide feedback on potential ambiguities, complexities, or unclear wording within the items. The primary objective of the pre-test was to ensure that all questionnaire statements were clear, concise, objective, and easily comprehensible to the target respondents. As Bryman (2016) and Miller and Salkind (2002) emphasize, pre-testing allows





researchers to refine their instruments by identifying problematic items and enhancing overall clarity and interpretability, thereby improving the quality and reliability of data collection. For this purpose, two procurement experts from public sector institutions with procurement-related experience and three academic experts from the Faculty of Business Management at the Open University of Tanzania (OUT), having both professional and research experience, were consulted to provide an opinion on the survey's quality and face validity by underlining a few key points. As a result, the reviewers suggested minor changes, such as adding more indicator items to the constructs of market orientation, the inclusion of ‘type of special group’ in the options for the demographic profile, also improvements were made to the items based on their feedback regarding the simplicity, format, and clarity of the ambiguous statements. These improvements were required to ensure a high response rate. It is also worth noting that the participants at this stage were not part of a sample or a pilot study.


3.9.5 [bookmark: 3.9.5____Pilot_Study][bookmark: _bookmark43]Pilot Study

Following the pre-test refinements, a pilot study was conducted to evaluate the research instrument before the main data collection. The analysis followed the reflective measurement model and included the assessment of internal consistency reliability, convergent validity, coefficient of determination (R²), and the size and significance of path coefficients. The pilot study aimed to provide preliminary insights into how the survey instrument performed before the full data collection. A total of 40 respondents participated in the pilot study, comprising 20 procurement specialists from public procuring entities and 20 from private registered suppliers.





This sample size met the recommended rule of thumb by Hair et al. (2020), which suggests that the minimum sample size should be ten times the number of indicators for the most complex construct. In this study, the exogenous construct (Market orientation) had three indicators, requiring a minimum of 30 respondents.

3.9.6 [bookmark: 3.9.6____Item_Parcelling_(SF)][bookmark: _bookmark44]Item Parcelling (SF)

Item parceling was applied to the Strategic Flexibility (SF) construct in this study to enhance the reliability and parsimony of the measurement model. According to Kline (2016), an item parcel refers to a composite score derived from a set of homogeneous items, typically measured using Likert-type scales, which serve as indicators of a latent variable.
The primary advantage of parceling is its ability to improve score reliability and reduce random measurement error, as parcels tend to exhibit higher internal consistency than individual items (Little et al., 2013). This approach also simplifies model estimation by reducing the number of observed variables, which is particularly beneficial in Partial Least Squares Structural Equation Modeling (PLS-SEM), where complex models with many indicators can lead to estimation challenges (Hair et al., 2021).
In this study, the Strategic Flexibility scale adopted from Han and Zhang (2021) comprised fourteen items grouped under three conceptual sub-dimensions Planning Flexibility, Resource Flexibility, and Coordination Flexibility were the three subdimensions of strategic flexibility. Each subdimension was represented by four indicators, measured on a five-point Likert scale, except Planning Flexibility, which





had six indicators. Because these items were conceptually and statistically measuring one construct, they were aggregated into three parcels representing the sub- dimensions: SFP (Planning Flexibility Parcel), SFR (Resource Flexibility Parcel), and SFC (Coordination Flexibility Parcel). The aggregation was conducted using the Transform and Compute Variable function in SPSS Version 29, where the mean score of the respective items was computed for each parcel. The use of mean values ensured comparability across indicators while preserving the original measurement scale (Little et al., 2013).
The decision to employ item parceling was further justified by its ability to enhance model stability and improve estimation accuracy. By reducing the number of parameters to be estimated, parceling facilitates better algorithm convergence in PLS-SEM and increases statistical power without compromising the theoretical structure of the construct (Matsunaga, 2008; Hair et al., 2021). Therefore, in the final measurement model, Strategic Flexibility (SF) was represented by three aggregated parcels, SFP, SFR, and SFC, instead of the original fourteen individual items, ensuring both conceptual integrity and methodological robustness. As shown in Table 3.3.





Table 3. 3: Strategic Flexibility (SF) Parameters Parceling

	Items
	Parcels Codes
	Parameters

	Planning flexibility
	SFP
	SFP1

	
	
	SFP2

	
	
	SFP3

	
	
	SFP4

	
	
	SFP5

	
	
	SFP6

	Resource Flexibility
	SFR
	SFR1

	
	
	SFR2

	
	
	SFR3

	
	
	SFR4

	Coordination Flexibility
	SFC
	SFC1

	
	
	SFC2

	
	
	SFC3

	
	
	SFC4




3.10 [bookmark: 3.10___Data_Analysis_Techniques][bookmark: _bookmark45]Data Analysis Techniques

Data analysis was carried out using both descriptive and inferential statistical techniques, supported by SPSS Version 29 and SmartPLS Version 4.1.0.6. SPSS was used for preliminary data screening and descriptive statistics, while SmartPLS 4 was applied for hypothesis testing through Partial Least Squares Structural Equation Modeling (PLS-SEM). The choice of PLS-SEM was guided by its suitability for handling complex models, its robustness with non-normal data distributions, and its ability to analyze both direct and moderating effects in small to medium-sized samples (Hair, Hult, Ringle, & Sarstedt, 2019).

3.10.1 [bookmark: 3.10.1____Descriptive_Analysis][bookmark: _bookmark46]Descriptive Analysis

To provide an overview of the study variables and to summarize the demographic characteristics of the respondents enterprises, descriptive statistics were employed. The analysis utilized frequencies and percentages, which were presented through





tables and figures for clarity. Specifically, the demographic information captured included the category of special group, nature of business activity, level of capital investment, primary sources of income generation, and the number of employees. This descriptive analysis not only profiled the participating SMEs but also established the contextual background necessary for interpreting the subsequent inferential results.

3.10.2 [bookmark: 3.10.2____Inferential_Analysis][bookmark: _bookmark47]Inferential Analysis

Inferential statistics were employed to test the study’s hypotheses and to evaluate the conceptual framework. The analysis was conducted using Partial Least Squares Structural Equation Modeling (PLS-SEM) in SmartPLS 4, which has emerged as a robust methodological approach for handling complex models with multiple latent constructs and interrelated structural relationships. PLS-SEM was particularly suitable for this study because it accommodates moderating effects, requires fewer distributional assumptions compared to covariance-based SEM (CB-SEM), and is well-suited for studies with small to medium sample sizes and non-normal data distributions (Hair, Hult, Ringle, & Sarstedt, 2019). These features made PLS-SEM appropriate for analyzing the relationship between market orientation and sustainable competitiveness among special group SMEs in Tanzania’s public procurement system, a context characterized by heterogeneous firm conditions and potential data non-normality.
The analysis followed the two-step procedure recommended by Hair et al. (2022). In the first stage, the measurement model was assessed to establish the assessment of





measurement properties, l.e, psychometric properties of the constructs. Reliability was examined using indicator loadings, where values of 0.70 or higher indicated acceptable item reliability. Internal consistency was assessed using Cronbach’s Alpha, Composite Reliability (CR), and rho_A, all of which were expected to exceed
0.70. Convergent validity was confirmed through the Average Variance Extracted (AVE), with thresholds of 0.50 or higher, indicating that each construct explained more than half of the variance of its indicators. Discriminant validity was evaluated using the Fornell–Larcker criterion and the Heterotrait–Monotrait (HTMT) ratio, ensuring that constructs were empirically distinct, with HTMT values below 0.85.
In stage two, the structural model was evaluated to determine the hypothesized causal relationships among variables. Several key metrics were employed: the coefficient of determination (R²) assessed the explanatory power of the endogenous construct, while predictive relevance (Q²) obtained through blindfolding verified the model’s predictive accuracy. Path coefficients (β values) were estimated to test the direction and strength of hypothesized relationships, and their statistical significance was determined using the bootstrapping technique with 5,000 resamples, a robust approach that provides standard errors and confidence intervals without relying on data normality. The effect size (ƒ²) was calculated to determine the relative contribution of each exogenous construct, while Variance Inflation Factor (VIF) values were used to assess multicollinearity, with thresholds below 3.3 indicating that collinearity was not a concern. Finally, model fit was assessed using the Standardized Root Mean Square Residual (SRMR), which has been increasingly recognized as an overall fit index in PLS-SEM studies.





3.11 [bookmark: 3.11____Assessment_of_Reflective_Measure][bookmark: _bookmark48]Assessment of Reflective Measurement Models

Testing theory using PLS-SEM follows a two-step process (Hair, Black, Babin, & Anderson, 2019). We first test the measurement theory to confirm the reliability and validity of the measurement models. After the measurement models are confirmed, we move on to testing the structural theory. The logic is that we must first confirm the measurement theory before testing the structural theory, because structural theory cannot be confirmed if the measures are unreliable or invalid.
The assessment of the measurement models is the first step in evaluating the results of PLS-SEM analysis, which is composed of reflective constructs. To find out if the result of the measurement models will meet the cut-off criteria to move forward with the structural model assessment at the next stage. PLS-SEM follows comprehensive rules that recommend how the researcher can evaluate models and interpret the calculations, the same to most of the common statistical methods that typically vary according to the research context and types, for instance, the aim of the analysis as well as data availability (Hair et al., 2017; Hair et al., 2019). The criteria for evaluation of the outer model are shown below in Table 3.4.
Table 3. 4: The Assessment of the Measurement Model (Outer Model)

	Criterion
	Criterion Description
	Rules of Thumb

	Significance of
weights
	Report t-values and p-values
	Report t-values and p-
values

	Indicator loading size
	Standardized indicator
loadings
	≥ 0.70

	Convergent validity
	Average Variance Extracted
(AVE)
	AVE ≥ 0.50







3.11.1 [bookmark: 3.11.1___Indicator_Loading][bookmark: _bookmark49]Indicator Loading

Indicators Loading The first step for the assessment of the reflective measurement model requires evaluating the values of indicator loadings. It is recommended that factor loadings values be above 0.70, since it indicates that these constructs can explain more than 50% of the indicator’s variance; consequently, they are providing acceptable constructs (items) reliability (Hair et al., 2019).


3.11.2 [bookmark: 3.11.2____Internal_Consistency_Reliabili][bookmark: _bookmark50]Internal Consistency Reliability

Being the second step internal consistency reliability of the reflective measurement model was rigorously assessed using SmartPLS 4, based on established reliability and validity indicators for all latent constructs under study: Customer Orientation, Competitor Orientation, Functional Coordination, Sustainable Competitiveness, and Strategic Flexibility. The evaluation was guided by recommended standards in the PLS-SEM literature (Hair, Risher, Sarstedt, & Ringle, 2018; Hair et al., 2019).

3.11.3 [bookmark: 3.11.3___Convergent_Validity][bookmark: _bookmark51]Convergent Validity

In line with the PLS-SEM approach, convergent validity was examined to confirm that the observed indicators adequately represent their respective latent constructs. This was assessed using standardized factor loadings, Composite Reliability (CR), and Average Variance Extracted (AVE), applying the threshold criteria recommended by Hair et al. (2019). The detailed results of convergent validity for all study constructs are presented in Chapter Four.





3.11.4 [bookmark: 3.11.4____Discriminant_Validity][bookmark: _bookmark52]Discriminant Validity

The Heterotrait-Monotrait Ratio of Correlations (HTMT) was assessed to determine whether the correlations between and within constructs indicated that the constructs were truly distinct. The results indicated that all HTMT values are well below the conservative threshold of 0.85, and even the highest value (0.762 between Strategic Flexibility and Sustainable Competitiveness) is within acceptable limits.
According to Franke and Sarstedt (2019), in real-world scenarios, HTMT values between 0.70 and 0.85 are commonly encountered and do not necessarily indicate a violation of discriminant validity, especially when the constructs are logically related.

3.11.5 [bookmark: 3.11.5____Fornell–Larcker][bookmark: _bookmark53]Fornell–Larcker

The Fornell–Larcker criterion was employed as a complementary assessment to the HTMT analysis to further ensure discriminant validity, particularly given that one HTMT value was nearly approaching the recommended threshold. This method compares the square root of the Average Variance Extracted (√AVE) for each construct with its correlations with other constructs in the model. Its use is supported by Henseler, Ringle, and Sarstedt (2015), who recommend reporting the Fornell Larcker criterion and cross-loadings as additional evidence of discriminant validity, especially when HTMT values are near the conservative cut-off.
In this study, although the HTMT value between Strategic Flexibility (SF) and Sustainable Competitiveness (SC) was 0.762, still below the 0.85 threshold, it indicated a moderate correlation. This warranted further verification through the





Fornell–Larcker criterion to confirm that discriminant validity between the two constructs was not compromised.


3.12 [bookmark: 3.12____Structural_Model_Assessment][bookmark: _bookmark54]Structural Model Assessment

After establishing the adequacy and acceptability of the measurement model demonstrated through assessments of reliability and validity, the subsequent phase in Partial Least Squares Structural Equation Modeling (PLS-SEM) involves evaluating the structural model. This step focuses on examining the hypothesized relationships among the constructs to determine whether the theoretical model is supported by empirical data.
According to Hair et al. (2019), the evaluation of the structural model should be guided by standard criteria. These include: the coefficient of determination (R²), which indicates the proportion of variance in the endogenous (dependent/inside) constructs explained by the exogenous (independent/outside) constructs; the blindfolding-based cross-validated redundancy measure (Q²), which assesses the model’s predictive relevance; and the statistical significance and relevance of path coefficients, which reflect the hypothesized causal relationships between constructs.
The interpretation of R² values follows the thresholds proposed by Hair et al. (2017, p. 455), where values of 0.75, 0.50, and 0.25 indicate substantial, moderate, and weak explanatory power, respectively. A higher R² value suggests that the model has better explanatory capability concerning the endogenous variables. The criteria for evaluation of the structural model are shown below in Table 3.5.





Table 3. 5: Structural Model Assessment

	Criterion
	Criterion Rules of thumb

	Significance of weights
	Report t-values and p-values

	Multicollinearity
	Examine for VIF less than 5, ideally less than 3

	Absolute vs relative indicator
	Report indicator weights and loadings; assess

significance contributions

	R2 value
	Research context determines the acceptable level of R2 values of 0.75, 0.50, and 0.25, considered substantial, moderate, and weak.
R2  values  of 0.90  and  higher  are  typically

indicative of overfitting (Hair et al., 2017)

	Effect size: f Square (ƒ2)
	0.02, 0.15, 0.35  for  weak,  moderate,  strong

effects

	Path coefficient estimates
	Assess significance and confidence intervals.

	Predictive relevance Q2 value and q2
	Values larger than zero are meaningful.

Values higher than 0, 0.25, and 0.50 depict small, medium, and large predictive accuracy of the PLS
path model (Hair et al., 2019)


Source: Hair et al., (2019) and Hair et al., (2017)



3.12.1 [bookmark: 3.12.1____Collinearity_Assessment_(VIF)][bookmark: _bookmark55]Collinearity Assessment (VIF)

The Variance Inflation Factor (VIF) was assessed to examine the potential presence of multicollinearity among the constructs in the inner structural model, including both main effects and interaction terms. VIF values serve as an indicator of the extent





to which the variance of estimated regression coefficients is inflated due to correlations among predictor variables. According to established guidelines (Hair et al., 2017), VIF values below 5 indicate that multicollinearity is not of concern, while values exceeding this threshold may compromise the reliability of path coefficient estimates.

3.12.2 [bookmark: 3.12.2____Coefficient_of_determination_(][bookmark: _bookmark56]Coefficient of determination (R²)

To evaluate the structural path model, the coefficient of determination (R²) is a fundamental criterion for assessing the explanatory power of all endogenous latent constructs (Hair et al., 2017; Henseler et al., 2018). The R² value indicates the proportion of variance in an endogenous variable that is collectively explained by its associated exogenous variables (Cohen, 1988; Hair et al., 2017). Although no universal benchmark exists for an optimal R² value, it is generally accepted that higher R² values reflect a greater explanatory capacity of the model (Hair et al., 2017).
Falk and Miller (1992) suggested a minimum acceptable R² threshold of 0.10. Cohen (1988) further categorized R² values into three levels: 0.02 as weak, 0.13 as moderate, and 0.26 as substantial. In contrast, Chin et al. (2017), specifically in the context of PLS-SEM, proposed different criteria, considering R² values of 0.19, 0.33, and 0.67 to represent weak, moderate, and substantial explanatory power, respectively. Given that this study employs the PLS-SEM approach, Chin et al. (2017) classification is deemed more applicable.





3.12.3 [bookmark: 3.12.3___Effect_Size_of_Coefficient_of_D][bookmark: _bookmark57]Effect Size of Coefficient of Determination (f2)

Following the assessment of the coefficient of determination (R²), an essential subsequent step in evaluating the structural model is the analysis of effect size, denoted as f² (Hair et al., 2017). Effect size provides insight into the relative impact of a specific exogenous latent variable on an endogenous construct by quantifying the change in R² when the exogenous variable is included versus excluded from the model (Chin, et al. 2017). This assessment is critical for determining whether the omission of a particular construct would meaningfully alter the explanatory power of the model for its dependent variable(s) (Hair et al., 2013). To quantify this, Cohen (1988) proposed interpretive benchmarks for f² values: 0.02 indicates a small effect,
0.15 a medium effect, and 0.35 or higher a large effect, while values below 0.02 suggest no meaningful effect.

3.12.4 [bookmark: 3.12.4____Predictive_Relevance_(Q2)][bookmark: _bookmark58]Predictive Relevance (Q2)

The predictive relevance of a PLS-SEM model is assessed through Stone-Geisser’s Q² statistic, which is derived via the blindfolding procedure. This technique is a widely acknowledged method for evaluating how well the model can predict the data points of endogenous constructs (Geisser, 1974; Stone, 1974). According to Hair et al. (2019), the blindfolding-based Q² value is an essential metric that indicates the extent to which a structural model demonstrates predictive accuracy for its endogenous latent variables.
The blindfolding approach operates by systematically omitting and predicting data points within the endogenous constructs. Specifically, a portion of the data matrix is





removed and treated as missing; these points are then predicted using the model’s estimates based on the remaining data. The predicted values are compared with the actual values to compute the cross-validated redundancy measure (Q²), which represents the model’s ability to reconstruct the omitted data (Chin, 2017; Rigdon, 2012; Sarstedt et al., 2014, 2020).
Scholars generally agree that Q² values greater than zero (Q² > 0) indicate that the model has predictive relevance for the targeted endogenous construct (Chin, 2017; Hair et al., 2017). Specifically, Hair et al. (2019) recommend the following interpretive guidelines:

Table 3.6: Guidelines for Evaluating the Magnitude of Q²

	Threshold
	Interpretation

	Q² > 0.00
	Small predictive relevance

	Q² ≥ 0.25
	Moderate predictive relevance

	Q² ≥ 0.50
	Strong predictive relevance


Source: Hair et al. (2019)

It is important to note that Q² does not directly measure out-of-sample predictive power, such as what is typically achieved through holdout samples or k-fold cross- validation. Instead, Q² combines both in-sample explanatory power and elements of predictive validity, offering a nuanced insight into how well the model performs with new or missing data (Sarstedt et al., 2017). As such, it serves as a hybrid indicator that informs both the theoretical and practical robustness of a model's predictions.





3.12.5 [bookmark: 3.12.5____Model_fit][bookmark: _bookmark59]Model fit

In order to assess the overall quality of the structural model, model fit indices were examined using the procedures available in SmartPLS. Although the evaluation of model fit is more established in covariance-based SEM, recent developments have introduced appropriate fit measures for partial least squares structural equation modeling (PLS-SEM), which allow researchers to evaluate how well the proposed model reproduces the empirical data (Henseler et al., 2014; Sarstedt et al., 2017; Schuberth et al., 2023). SmartPLS provides both approximate and exact fit criteria, including the standardized root mean square residual (SRMR), the normed fit index (NFI), the Chi-square (χ²), and two bootstrap-based discrepancy measures: the squared Euclidean distance (d_ULS) and the geodesic distance (d_G).
The SRMR is an absolute fit index that assesses the average magnitude of discrepancies between the observed and model-implied correlations. Values below 0.10, and more conservatively below 0.08, indicate good model fit (Hu & Bentler, 1999). In PLS-SEM, SRMR is considered particularly useful to detect potential model misspecification (Henseler et al., 2014). SmartPLS further provides bootstrap- based inference for the SRMR criterion, which allows evaluating whether discrepancies can be attributed to sampling error.
The d_ULS and d_G represent exact fit criteria that test the discrepancy between the empirical and model-implied correlation matrices. Their interpretation relies on bootstrap-based inference statistics using the adapted Bollen-Stine bootstrapping procedure (Bollen & Stine, 1992; Dijkstra & Henseler, 2015). A model is considered to fit well if the original values of d_ULS and d_G fall within their corresponding





confidence intervals, indicating that any discrepancy is non-significant and attributable to sampling error.
The NFI, originally proposed by Bentler and Bonett (1980), is an incremental fit index that compares the Chi-square value of the proposed model with that of the null model. While NFI values above 0.90 generally indicate acceptable fit, this measure is sensitive to model complexity and does not penalize for additional parameters (Lohmöller, 1989). Therefore, NFI should be interpreted with caution in PLS-SEM applications and always alongside other indices.
Finally, the Chi-square statistic (χ²) provides an assessment of the discrepancy between the empirical covariance matrix and the one implied by the model. However, this measure is sensitive to large sample sizes and should not be considered in isolation (Sarstedt et al., 2021).
In SmartPLS, model fit can be evaluated for both the saturated model, which assumes correlations among all constructs, and the estimated model, which accounts for the hypothesized structural relationships. The estimated model is generally reported as it reflects the theoretical framework under investigation, while the saturated model serves as a benchmark for comparison (Schuberth et al., 2022).


3.12.6 [bookmark: 3.12.6____Path_Coefficient][bookmark: _bookmark60]Path Coefficient

The final phase in the assessment of the structural model entailed examining the causal relationships among the latent constructs by analyzing the significance and magnitude of the path coefficients. In Partial Least Squares Structural Equation Modeling (PLS-SEM), path coefficients are vital as they represent the hypothesized





linear relationships between exogenous (independent) and endogenous (dependent) variables within the theoretical framework (Hair et al., 2017; Henseler, 2018). These coefficients provide essential empirical insights into the degree and direction of influence that one construct exerts over another, and thus serve as a key metric for validating the theoretical propositions underlying the structural model.
To statistically verify these relationships, the bootstrapping procedure was employed. Bootstrapping is a robust, non-parametric resampling technique that estimates the precision of model parameters by repeatedly drawing random samples with replacement from the original data. In PLS-SEM, this approach is widely recommended because it does not assume multivariate normality and is effective even with small to medium sample sizes (Hair et al., 2019). Typically, 5,000 or more bootstrap resamples are generated to obtain stable estimates of standard errors, T- statistics, and confidence intervals for path coefficients, outer weights, and outer loadings (Hair et al., 2017). This resampling technique enhances the statistical rigor of the model evaluation by enabling inference about the significance of each structural relationship.
The interpretation of path coefficients further contributes to understanding the model’s explanatory power. Theoretically, path coefficients in PLS-SEM range from
-1 to +1, where values approaching +1 indicate a strong positive association and values nearing -1 signify a strong negative association. Coefficients close to zero suggest weak or negligible relationships (Hair et al., 2022). It is important to note that in evaluating the practical significance of these coefficients, the magnitude rather than the direction is often emphasized. Coefficients with higher absolute





values indicate stronger effects, thereby reflecting the substantive relevance of the underlying constructs in the model. Hence, the hypothesis was supported and accepted when the P-value was less than 0.05 and when the T-value >1.645 or >1.96.


3.13 Interaction Modelling

Beyond the routine primary structural assessments, interaction modeling was applied to capture the potential moderating influence of Strategic Flexibility on the hypothesized relationships. The latent interaction modeling approaches test moderating effects using latent product constructs created by multiplying the indicators of the moderating latent factor with indicators of other exogenous constructs (Steinmetz et al., 2011). To incorporate a moderator variable into a PLS path model, the interaction term must be properly operationalized. Studies have proposed three principal approaches for creating interaction terms in PLS-SEM: the product indicator approach, the orthogonalizing approach, and the two-stage approach (Hair et al., 2022). Among these, the two-stage approach has demonstrated superior performance in terms of parameter recovery and statistical power, as supported by different studies (Chin et al., 2003; Becker et al., 2018; Henseler & Chin, 2010).
This method leverages PLS-SEM’s capacity to estimate latent variable scores in two sequential steps. In Stage 1, the main effects model is estimated without the interaction term, and the latent variable scores are saved. In Stage 2, these scores are multiplied to form a single-item interaction construct, while all other constructs are represented by their respective latent variable scores from Stage 1 (Rigdon et al.,





2010). Standardization of data by subtracting the mean and dividing by the standard deviation is recommended for optimal parameter recovery when forming the interaction term (Sarstedt & Mooi, 2019). Given its advantages in both accuracy and statistical efficiency, the two-stage approach with standardized data is generally recommended for conducting moderation analysis in Smart PLS.
To evaluate the moderating role of strategic flexibility (SF), interaction effects were examined using the two-stage approach in Smart PLS 4. In this context, moderation occurs when the relationship between an independent variable and a dependent variable changes depending on the level of a third variable (l.e, strategic flexibility). The significance of the moderation effects was assessed through a bootstrapping procedure with 5,000 resamples, allowing for the derivation of robust standard errors and confidence intervals (Hayes, 2015). Importantly, the inclusion of interaction terms was guided by theoretical expectations, ensuring that the hypothesized moderation effects were conceptually meaningful and aligned with the study's framework. Figure 4.5 shows the model where the interaction terms (moderator effect) influence the dependent variable SF.

3.14 [bookmark: 3.14____Ethical_Considerations][bookmark: _bookmark61]Ethical Considerations

Permission to conduct the research was obtained from the Directorate of Postgraduate Studies (DPGS) at the Open University of Tanzania. An introduction letter was issued by the University's Postgraduate Office, and a research permit for data collection was granted by the Tanzania Commission for Science and





Technology (COSTECH). These formalities enabled the researcher to access the field and engage with participants in a professional and authorized manner.
Before data collection, the purpose and objectives of the study were communicated to all participants. This disclosure allowed individuals to make informed decisions regarding their involvement. Participation was entirely voluntary, and respondents were informed of their right to withdraw at any stage of the research without facing any negative consequences. To maintain confidentiality and anonymity, no identifying information was recorded or disclosed in the final report.
Furthermore, the researcher ensured that ethical issues related to academic integrity were observed. All sources consulted during the study were properly cited and referenced to avoid any form of plagiarism. No fabrication or falsification of data occurred during the research process, and the findings presented reflect the genuine responses and insights provided by the participants





[bookmark: CHAPTER_FOUR][bookmark: FINDINGS_OF_THE_STUDY][bookmark: _bookmark62]CHAPTER FOUR FINDINGS OF THE STUDY
4.1 [bookmark: 4.1____Overview][bookmark: _bookmark63]Overview

This chapter presents the findings of the study. Descriptive statistics were used to analyze the demographic characteristics of the respondents using IBM SPSS Statistics version 29, and the results are presented in the form of frequency distribution tables, means, and standard deviations. For the main analysis related to the study's specific objectives, the data were analyzed using Partial Least Squares Structural Equation Modeling (PLS-SEM) with the support of Smart PLS 4 software. The chapter presents the results of the data analysis in accordance with the study objectives. It starts with the results of the pilot study, which helped refine the research instruments and ensure their reliability. This is followed by the results of the main study, beginning with the assessment of the measurement model to establish construct reliability and validity. After that, the chapter examines the relationships between the constructs using path coefficients, t-values, and p-values. In addition, each hypothesis was tested with respect to the specific research objectives, and the chapter concludes with a summary of key results.

4.2 [bookmark: 4.2____Findings_from_Pilot_Study][bookmark: _bookmark64]Findings from Pilot Study

4.2.1 [bookmark: 4.2.1____Internal_Consistency_Reliabilit][bookmark: _bookmark65]Internal Consistency Reliability

SmartPLS 4 software was used to check for internal consistency of the assessment focused on key psychometric indicators: Cronbach’s Alpha, Composite Reliability (CR), and Average Variance Extracted (AVE) of which were reported as per Table 4.1.





Table 4. 1: Internal Consistency Reliability Results

	
	
Cronbach's alpha
	Composite reliability
(rho_a)
	Composite reliability
(rho_c)
	
Average variance extracted (AVE)

	CO
	0.852
	0.887
	0.892
	0.585

	CU
	0.888
	0.927
	0.918
	0.656

	FC
	0.874
	0.870
	0.898
	0.643

	SC
	0.927
	0.938
	0.946
	0.777

	SF
	0.768
	0.882
	0.875
	0.558




As presented in Table 4.1, all constructs demonstrated satisfactory levels of reliability and validity. Specifically, Cronbach’s Alpha values ranged from 0.852 to 0.927, exceeding the minimum recommended threshold of 0.70 (Hair et al., 2019), indicating strong internal consistency. Composite reliability values were also high across all constructs: Competitor Orientation (CO) = 0.892, Customer Orientation (CU) = 0.918, Functional Coordination (FC) = 0.898, Sustainable Competitiveness (SC) = 0.946, and Strategic Flexibility (SF) = 0.875. These values confirm the reliability of the constructs as per the thresholds suggested by Nunnally and Bernstein (1994). In terms of convergent validity, all constructs reported Average Variance Extracted (AVE) values above the accepted minimum of 0.50, further confirming construct validity. The AVE values were as follows: SC = 0.777, CU = 0.656, FC = 0.643, SF = 0.558, and CO = 0.585. These results affirm that the measurement instrument used in the study possesses acceptable psychometric properties in terms of reliability and validity.





The improvements from the pre-test (addition of MO indicators, inclusion of “special group type,” and rewording of ambiguous items) were crucial for achieving acceptable measurement quality in the pilot analysis. The additional indicators strengthened composite reliability, while the demographic refinement ensured the collection of policy-relevant data. Without these adjustments, the measurement model might have faced validity and interpretability issues.

4.2.2 [bookmark: 4.2.2____Pilot_Study_Results:_Coefficien][bookmark: _bookmark66]Pilot Study Results: Coefficient of Determination (R²)

The R2 statistic was evaluated as a component of the pilot study in order to ascertain the extent to which the independent factors were able to explain the variation in the dependent variable, which was Sustainable Competitiveness (SC). The findings on the coefficient of determination (R2) are presented in Table 4.2.

Table 4. 2: Coefficient of Determination.

	
	R-square
	R-square adjusted

	SC
	0.908
	0.888


Source: Survey Results 2025


From Table 4.2, the R² value obtained was 0.908, indicating that approximately 90.8% of the variance in sustainable competitiveness can be explained by the predictor variables included in the model. Additionally, the adjusted R² value was 0.888, which adjusts for the number of predictors in the model, providing a more conservative estimate of explanatory power. This still reflects a strong model fit, suggesting that the constructs used in the pilot (i.e., Market Orientation dimensions and Strategic Flexibility) collectively account for a substantial proportion of the





variability in sustainable competitiveness among the special group SMEs. These findings support the continuation of full-scale data collection.

4.2.3 [bookmark: 4.2.3_Pilot_Study_Results:_Examining_the][bookmark: _bookmark67]Pilot Study Results: Examining the Significance of Path Coefficient

The pilot study employed Partial Least Squares Structural Equation Modeling (PLS- SEM) to assess the hypothesized relationships among the constructs: Customer Orientation (CU), Competitor Orientation (CO), Functional Coordination (FC), Strategic Flexibility (SF), and Sustainable Competitiveness (SC). As shown in Figure 4.1.
[image: Description: C:\Users\Denis\AppData\Local\Temp\image17507704666745776084.png]

Figure 4. 1: Significance of Path Coefficient after Running Bootstrapping


As illustrated in the model, the structural path analysis revealed strong predictive power for Sustainable Competitiveness, with an R² value of 0.908, indicating that 90.8% of the variance in SC was explained by the predictor variables. Direct





relationships were found to be significant between CU and SC (β = 0.436), CO and SC (β = 0.452), and FC and SC (β = 0.173), suggesting that each dimension of market orientation positively contributes to sustainable competitiveness. The outer model loadings for all constructs exceeded the recommended threshold of 0.70, affirming indicator reliability and adequate convergent validity. For instance, loadings for CU items ranged from 0.802 to 0.935, while SC items demonstrated particularly strong performance, with loadings between 0.823 and 0.966. Based on the pilot study data, strategic flexibility did not demonstrate a statistically significant moderating role in the relationships tested. However, the near-threshold values of some interaction effects suggest the potential for meaningful moderation effects in the full-scale study with the complete dataset. It is important to note that the data collected during the pilot study were not incorporated into the final analysis of the main study. The response rate for the actual data collection is presented further.

4.3 [bookmark: 4.3_Rate][bookmark: _bookmark68]Rate

To ensure that the collected data would be useful for analysis, the response rate was carefully monitored. Monitoring the response rate allowed the researcher to gain confidence in the sufficiency of the responses, minimizing the risk of sample bias that could otherwise result in inaccurate conclusions about the study population.
To meet the objectives of this study, the targeted population comprised all 503 registered SMEs listed by the Public Procurement Regulatory Authority (PPRA) as suppliers, service providers, or contractors as of January 2025. From this population, the researcher successfully collected data from 403 respondents using electronic





means and the drop-and-pick method, achieving a response rate of 80.12%. This response rate is considered excellent, as it significantly exceeds the benchmark established by Mugenda (2003), who stated that a response rate of 50% is adequate, 60% is good, and 70% and above is excellent for analysis. Therefore, the response rate achieved in this study not only meets but exceeds the generally accepted standards, indicating that the data collected is both reliable and representative.
Findings from this study differ from previous research. For example, Baruch and Holtom (2008) conducted a meta-analysis of response rates in organizational research and found that average response rates for online surveys tend to be lower, often ranging between 30% and 40%. Also, in a study conducted by Bianchi (2015) in Chile, which explored the relationship between brand satisfaction and brand loyalty among Chilean wine consumers, an electronic questionnaire was used, but the response rate was only 30%, with 300 usable questionnaires. Despite utilizing structural equation modeling for analysis, the low response rate posed challenges to the study's generalizability. This highlights the effectiveness of the data collection strategy employed in this study. Table 4.3 shows the respondents' rate in this study.

Table 4. 3:   Respondents' Rate

	Type of Respondent
	Expected
Actual
	Percent

	Representatives of Registered
Special Groups
	503	403
	80.12







Following a list-wise deletion of 10 incomplete responses (2.5%), it is important to highlight that after preliminary screening, 393 valid questionnaires consisting of
78.13 were kept for analysis. This was done after the list-wise deletion of incomplete responses. In contrast to the actual 403, which had a response rate of 80.12 percent.


4.4 [bookmark: 4.4___Preliminary_Findings][bookmark: _bookmark69]Preliminary Findings

4.4.1 [bookmark: 4.4.1__Category_of_Special_Group][bookmark: _bookmark70]Category of Special Group

Youth-owned SME constitute the majority of the special group SMEs examined in this study, representing 58% of the total respondents (228 out of 393). This reflects growing national efforts to promote inclusive economic participation among youth in Tanzania. These findings align with global recognition of young people as a dynamic force in addressing labor market gaps and fostering entrepreneurial growth (Woolcott, Loosemore, Keast, Metzer, & Alkilani, 2025).
Following youth groups, women's Groups represent 39.4% (155 respondents), indicating a high level of participation. This reflects that the ongoing government efforts to encourage women’s participation in public procurement, as supported by the Tanzania Public Procurement Act (2023), which mandates a quota for women- owned enterprises in public contracts. These initiatives have been particularly effective in urban and semi-urban areas where women are more organized into groups and cooperatives.
Elders and people with Disabilities remain significantly underrepresented, comprising only 2% (8 respondents) and 0.5% (2 respondents) of the respondents, respectively. The low engagement among elders may be linked to age-related





limitations, whereas the minimal participation of persons with disabilities could be attributed to persistent mobility barriers and the absence of inclusive, targeted support mechanisms and socialization (Hardiyanto & Mustofa, 2025). This imbalance calls for a need for policy interventions that address the challenges faced by these marginalized groups in accessing public procurement opportunities. The findings agree with Chepkanga and Lubale’s (2017) study that the majority of people, upon reaching the age of 46 to 55, leave this business category. Table 4.4 shows the distribution of special groups.


Table 4. 4: Distribution of Special Group

	Category
	Frequency
	Percent

	Women Group
	155
	39.4

	Youth Group
	228
	58

	Disability Group
	2
	0.5

	Elders Group
	8
	2

	Total
	393
	100


Source: Survey Results, 2025



4.4.2 [bookmark: 4.4.2___Nature_of_Activity_of_the_Firm][bookmark: _bookmark71]Nature of Activity of the Firm

The analysis of the nature of activities performed by special group SMEs in public procurement reveals significant variations across different sectors. The majority of respondents are engaged in Works, accounting for 42.24% (166 out of 393 respondents). This high participation in works can be due to the availability of numerous  public  infrastructure  projects,  which  have  been  prioritized  under





Tanzania’s National Development Vision 2025. Works activities often include construction, maintenance, and related services, attracting special groups that have mobilized resources to undertake such projects (Chitonge & Kabungo, 2024).
Following works, the Supply of Goods category constitutes 24.68% (97 respondents), indicating that a substantial number of SMEs focus on the provision of materials, equipment, and supplies needed for public projects. The preference for goods supply is partly driven by the relatively lower entry barriers compared to service-based activities, as it often requires less technical expertise and more emphasis on sourcing and logistics (Mgimba, 2023).
The Non-Consultancy Services category, representing 23.92% (94 respondents), includes activities such as cleaning, catering, and maintenance services, which are often outsourced in public procurement. The relatively high involvement in non- consultancy services highlights the need for flexibility and adaptability among SMEs to meet diverse public sector needs. These services generally require moderate capital investment and can be easily managed by small groups, particularly women and youth entrepreneurs (Ngowi & Mwakalobo, 2023).
Lastly, Consultancy Services account for only 9.16% (36 respondents), indicating that fewer special group SMEs are involved in professional and advisory roles. This may be due to the specialized skills and certifications required, which can be a barrier for many SMEs. Moreover, consultancy services are often dominated by more established firms with extensive experience and professional networks, making it challenging for special group SMEs to compete effectively (Komba & Mwageni, 2023).





Table 4. 5: Shows the Distribution of Nature Activities Performed by the different Special Groups
	Activity
	Frequency
	Percent

	Supply of goods
	97
	24.68

	Consultancy Services
	36
	9.16

	Non-Consultancy Services
	94
	23.92

	Works
	166
	42.24

	Total
	393
	100



4.4.3 [bookmark: 4.4.3___Company’s_Capital_Investment][bookmark: _bookmark72]Company’s Capital Investment

The analysis of capital investment among special group SMEs involved in public procurement indicates that the majority operate with moderate levels of capital. The largest proportion of respondents (56%, or 220 out of 393) fall within the capital range of above 5 million to 200 million TZS. This finding suggests that most special group SMEs are classified as small to medium enterprises (SMEs), aligning with Tanzania's SMEs Development Policy, which categorizes businesses within this range as capable of handling modest procurement contracts, especially in supply and non-consultancy services (URT, 2022). This level of capital investment allows these SMEs to participate in diverse public procurement opportunities while also maintaining flexibility to adapt to market changes.
The second-largest category, up to 5 million TZS (18.3% or 72 respondents), represents micro enterprises with limited financial capacity. The majority of these businesses appear to engage in less capital-intensive activities, such as small-scale supply contracts or the provision of non-consultancy services, l.e, domestic work,





construction labor, cooking, driving, and cleaning. Among the respondents, 18.3% (72 individuals) fell within the capital bracket of up to TZS 5 million, representing micro enterprises with limited financial capacity. This classification is consistent with the definition provided by the Tanzania Small Industries Development Organization (SIDO, 2024), which identifies micro enterprises as those employing fewer than five people and possessing capital not exceeding TZS 5 million. The limited financial strength observed in this group reflects broader structural challenges that constrain micro enterprises across the country. As noted by Farm Africa (2024), SMEs in Tanzania often face restricted access to affordable finance, compounded by stringent collateral requirements and limited financial inclusion. These financial barriers hinder their ability to grow, invest in capacity building, or effectively participate in competitive markets such as public procurement. Therefore, the representation of SMEs in this study highlights the persistent need for policy reforms and financial innovations aimed at strengthening the capital base and economic resilience of these vulnerable business segments.
A smaller yet significant portion of respondents (16.5%, or 65 SMEs) reported having capital investment in the range of above 200 million to 800 million TZS. These businesses are generally more established and capable of undertaking larger procurement contracts, such as construction works or major supply projects. Their capital strength provides a competitive advantage in terms of financial stability and resource allocation (Magali & Jacob, 2022).





The smallest category comprises SMEs with capital investment above 800 million TZS (9.2% or 36 respondents). These are typically well-established enterprises that may have transformed from SMEs to larger businesses, often engaging in high-value public procurement contracts. The lower proportion in this category reflects the relatively small number of special group SMEs that have reached this level of capital strength, primarily due to financial and operational challenges commonly faced by such groups (URT, 2022).

Table 4. 6: Shows the Distribution of Capital Investment by the Special Groups

	Value
	Frequency
	Percent

	Up to 5 Million
	72
	18.3

	Above 5 Million to 200 Million
	220
	56.0

	Above 200 Million to 800 Million
	65
	16.5

	Above 800 Million
	36
	9.2

	Total
	393
	100.0





4.4.4 [bookmark: 4.4.4___Source_of_Income_Generation][bookmark: _bookmark73]Source of Income Generation

The analysis of income sources among special group SMEs participating in public procurement highlights a significant dependency on public tenders as the primary income source. Out of the total 393 respondents, a substantial 81.4% derive their income predominantly from public tenders, while only 18.6% generate income through private tenders.
This finding shows the critical role of public procurement in sustaining special group SMEs, reflecting the effectiveness of Tanzania's public procurement policies aimed at promoting inclusive economic participation (URT, 2022). The high percentage of





SMEs relying on public tenders aligns with the government's strategic initiatives to empower	marginalized	groups	through	preferential	procurement	schemes, particularly those targeting youth, women, and people with disabilities (PPA 2023). The limited reliance on private tenders may indicate that private sector opportunities are relatively less accessible or that special group SMEs face competitive disadvantages when bidding in the private market. This can be attributed to factors such as limited networks, lack of certification, or perceived low capacity, which make it challenging for these groups to secure private contracts (Farm Africa 2024). Furthermore, the overwhelming reliance on public tenders raises concerns regarding the financial sustainability of these SMEs. Given the potential volatility in public procurement budgets and policy shifts, strategic flexibility becomes crucial for these SMEs. Diversifying income sources, including enhancing the capacity to compete in private tenders, could mitigate risks associated with dependence on public funding.
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Figure 4. 2: Shows the Source of Income Generation of the Special Groups Source: Survey Results, 2025





4.4.5 [bookmark: 4.4.5___Number_of_Employees][bookmark: _bookmark74]Number of Employees

The distribution of the number of employees among special group SMEs involved in public procurement reveals that the majority are small enterprises. According to the data, 53.4% of the respondents (210 out of 393) have between 5 and 49 employees, indicating that most special group SMEs fall within the small enterprise category as defined by Tanzania’s SMEs policy (URT, 2022). These businesses are typically engaged in activities that do not require a large workforce, such as the supply of goods and non-consultancy services, which align with their limited capital investment and operational capacity (Wanjiru & Wanyoike, 2018).
Following closely, 38.4% of the respondents (151 SMEs) have 1 to 4 employees, classifying them as micro enterprises. These businesses generally focus on low- capital, labor-intensive activities such as small-scale trading and basic service provision. Their limited workforce size reflects the challenges of scaling operations, which may hinder their ability to compete for larger public procurement contracts.
A smaller proportion of the respondents (6.1%, or 24 SMEs) employ 50 to 99 workers, categorizing them as medium enterprises. These firms are likely more structured and capable of handling more complex and larger procurement contracts, including construction works and comprehensive supply agreements. The relatively low number of medium-sized enterprises among special groups highlights the barriers to growth, such as limited access to finance and inadequate managerial capacity (Wamoto, 2017).





Only 2% of the respondents (8 SMEs) report having more than 100 employees, indicating that few special group SMEs have grown into large enterprises. The scarcity of such large entities within special groups reflects the challenges in scaling up from small to medium and then to large enterprises, often due to regulatory, financial, and market access constraints (Wanjiru & Wanyoike, 2018).

Table 4. 7: Shows the Number of Employees in Different Special Groups

	Number
	Frequency
	Percent

	1-4
	151
	38.4

	5-49
	210
	53.4

	50-99
	24
	6.1

	More than 100
	8
	2.0

	Total
	393
	100.0




4.5 [bookmark: 4.5_Measurement_Model_Results][bookmark: _bookmark75]Measurement Model Results

4.5.1 [bookmark: 4.5.1_Indicator_Loading][bookmark: _bookmark76]Indicator Loading

Figure 4.3 shows that all of the standardized indicator loadings are above or equal

0.70 except FC2 (0.688) which could be accepted for since its loadings are close to

0.70 (Hair et al., 2019), also based on the fact that the construct meets composite reliability and average variance criteria removing it won’t be significant in improving validity.
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Figure 4. 3: Measurement (Outer) model
CU: Customer Orientation; CO: Competitor Orientation; FC: Functional Coordination; SF: Strategic Flexibility; SC: Sustainable Competitiveness

4.5.2 [bookmark: 4.5.2_Internal_Consistency_Reliability][bookmark: _bookmark77]Internal Consistency Reliability

The results indicated that all constructs achieved composite reliability values exceeding the recommended threshold of 0.70, thus demonstrating satisfactory to high levels of internal consistency. According to Hair et al. (2019), CR values between 0.70 and 0.90 are indicative of acceptable to good reliability, whereas values exceeding 0.95 may suggest potential redundancy among indicators or artificially high internal consistency due to overlapping items. Importantly, none of the





constructs in this study exhibited CR values above 0.95, affirming the appropriateness of the measurement items used.
The output from the PLS algorithm further confirmed that all constructs demonstrated internal consistency reliability above 0.70 and below 0.95, in line with the reliability criteria proposed by Hair et al. (2020). This confirms that the data collected from respondents are both consistent and dependable. Moreover, all constructs exhibited AVE values above 0.50, supporting the adequacy of convergent validity. This implies that each construct accounts for at least 50% of the variance in its observed indicators, satisfying the minimum threshold required for acceptable construct validity (Hair et al., 2017; Henseler et al., 2015).
Overall, the internal consistency reliability analysis confirms the robustness of the measurement model, validating its application in subsequent structural model evaluation. Table 4.8 presents a summary of the internal consistency metrics for each construct.
Table 4. 8: Internal Consistency Reliability

	
	Cronbach's
alpha
	Composite
reliability (rho_a)
	Composite
reliability (rho_c)
	Average variance
extracted (AVE)

	CO
	0.930
	0.932
	0.946
	0.746

	CU
	0.923
	0.941
	0.940
	0.725

	FC
	0.880
	0.843
	0.907
	0.664

	SC
	0.886
	0.909
	0.917
	0.691

	SF
	0.693
	0.817
	0.827
	0.628



The results demonstrated that Customer Orientation had a Cronbach’s Alpha of 0.930, rho_A of 0.932, and CR of 0.946. The AVE was 0.746, indicating that the construct had excellent internal consistency and convergent validity. Similarly,





Competitor Orientation showed strong reliability with a Cronbach’s Alpha of 0.923, rho_A of 0.941, CR of 0.940, and AVE of 0.725, confirming that the construct was both reliable and valid (Hair et al., 2019).
Functional Coordination demonstrated strong internal consistency, reliability, and convergent validity. The construct showed a Cronbach’s Alpha of 0.880, exceeding the recommended threshold of 0.70, indicating a reliable measurement of the underlying concept. The Composite Reliability (CR) of 0.907 confirms excellent internal consistency among the indicators. Furthermore, the Average Variance Extracted (AVE) of 0.664 surpasses the 0.50 benchmark, providing evidence of adequate convergent validity. The rho_A value of 0.843, as recommended by Hair et al. (2020), further supports the construct’s reliability in the context of PLS-SEM.
For the endogenous variable, Sustainable Competitiveness, the results revealed a Cronbach’s Alpha of 0.886, rho_A of 0.909, CR of 0.917, and AVE of 0.691, all of which are above the recommended thresholds. This confirms that the construct is measured both reliably and validly in the context of this study.
Lastly, the moderating construct, Strategic Flexibility, exhibited a Cronbach’s Alpha of 0.693, which is marginally below the conventional 0.70 threshold. However, according to Cortina (1993), Cronbach’s Alpha values between 0.60 and 0.70 can still be considered acceptable in social science research, especially when the construct is measured with a small number of items or when the scale is new. Furthermore, complementary reliability indicators support the construct’s robustness, with a rho_A of 0.817, Composite Reliability (CR) of 0.827, and an Average





Variance Extracted (AVE) of 0.628, collectively demonstrating satisfactory internal consistency and convergent validity (Hair et al., 2019).


4.5.3 [bookmark: 4.5.3____Discriminant_Validity][bookmark: _bookmark78]Discriminant Validity

4.5.3.1 [bookmark: 4.5.3.1__Heterotrait-Monotrait_Ratio]Heterotrait-Monotrait Ratio

The Heterotrait-Monotrait (HTMT) ratio was used to assess discriminant validity among the study constructs. The results show that the HTMT values for most construct pairs were well below the conservative threshold of 0.85, indicating satisfactory discriminant validity. Specifically, Customer Orientation (CO) and Customer Understanding (CU) exhibited a very low correlation (HTMT = 0.176), as did Functional Coordination (FC) with both CO (0.061) and CU (0.071). Sustainable Competitiveness (SC) showed low correlations with CO (0.377) and CU (0.396), and a very low correlation with FC (0.093). Similarly, Strategic Flexibility (SF) demonstrated very low correlations with CO (0.124), CU (0.228), and FC (0.069), suggesting strong discriminant validity across these constructs. However, the HTMT value between SF and SC was 0.762, indicating a moderate correlation. Table 4.9 shows the results of HTMT values.

Table 4. 9: Discriminant Validity Hetetroit Monetrait Ratio

	
	CO
	CU
	FC
	SC
	SF
	SF x CU
	SF x CO
	SF x FC

	CO
	
	
	
	
	
	
	
	

	CU
	0.176
	
	
	
	
	
	
	

	FC
	0.061
	0.071
	
	
	
	
	
	

	SC
	0.377
	0.396
	0.093
	
	
	
	
	

	SF
	0.124
	0.228
	0.069
	0.762
	
	
	
	

	SF x CU
	0.076
	0.038
	0.035
	0.204
	0.237
	
	
	

	SF x CO
	0.073
	0.078
	0.074
	0.235
	0.167
	0.125
	
	

	SF x FC
	0.034
	0.034
	0.027
	0.035
	0.034
	0.077
	0.080
	







4.5.3.2 [bookmark: 4.5.3.2__Fornell–Larcker_Criterion]Fornell–Larcker Criterion

As presented in Table 4.10, the diagonal values represent the √AVE for each construct: Customer Orientation (CO) = 0.864, Customer Understanding (CU) = 0.852, Functional Coordination (FC) = 0.815, Sustainable Competitiveness (SC) = 0.831, and Strategic Flexibility (SF) = 0.793. According to this approach, the square root of the Average Variance Extracted (√AVE) for each construct should be greater than its correlations with all other constructs. The values obtained are all higher than the corresponding inter-construct correlations below them. For example, CO's correlation with CU is 0.168, and with SC is 0.346 both of which are lower than CO’s √AVE (0.864). Similarly, SF's highest correlation is with SC (0.635), which remains below its √AVE (0.793). These results confirm that each construct shares more variance with its indicators than with those of other constructs, thereby supporting discriminant validity in line with the Fornell–Larcker criterion.
Table 4. 10: Discriminant Validity Fornell–Larcker Criterion

	
	CO
	CU
	FC
	SC
	SF

	CO
	0.864
	
	
	
	

	CU
	0.168
	0.852
	
	
	

	FC
	-0.010
	0.069
	0.815
	
	

	SC
	0.346
	0.369
	0.095
	0.831
	

	SF
	0.104
	0.194
	0.046
	0.635
	0.793



4.5.3.3 [bookmark: 4.5.3.3__Cross_Loadings]Cross Loadings

To further support discriminant validity, indicator cross-loadings were examined. All items demonstrated higher loadings on their respective constructs than on any other construct, consistent with recommended guidelines for reflective measurement





models (Hair et al., 2021). This indicates that each construct is empirically distinct. Table 4.11 shows the cross-loadings.
Table 4. 11: Cross Loadings

	
	CO
	CU
	FC
	SC
	SF
	SF x CU
	SF x CO
	SF x FC

	CO1
	0.904
	0.210
	-0.039
	0.329
	0.135
	-0.100
	0.059
	0.007

	CO2
	0.904
	0.131
	-0.032
	0.276
	0.103
	-0.051
	0.072
	0.039

	CO3
	0.713
	0.165
	0.065
	0.291
	0.060
	-0.061
	0.011
	0.008

	CO4
	0.891
	0.123
	-0.043
	0.294
	0.099
	-0.070
	0.059
	0.046

	CO5
	0.927
	0.146
	-0.042
	0.301
	0.059
	-0.063
	0.101
	0.055

	CO6
	0.823
	0.085
	0.042
	0.292
	0.077
	-0.032
	0.062
	0.017

	CU1
	0.062
	0.713
	0.003
	0.230
	0.135
	0.029
	-0.004
	-0.004

	CU2
	0.140
	0.857
	0.078
	0.277
	0.161
	0.007
	-0.044
	-0.041

	CU3
	0.177
	0.921
	0.080
	0.390
	0.172
	-0.013
	-0.114
	0.021

	CU4
	0.199
	0.832
	0.064
	0.298
	0.133
	0.099
	-0.070
	0.033

	CU5
	0.131
	0.866
	0.089
	0.318
	0.147
	0.034
	-0.069
	0.043

	CU6
	0.130
	0.904
	0.027
	0.341
	0.232
	0.007
	-0.083
	0.024

	FC1
	-0.035
	0.026
	0.918
	0.047
	0.025
	0.024
	0.065
	-0.012

	FC2
	0.003
	0.076
	0.688
	0.047
	0.067
	-0.015
	0.080
	0.025

	FC3
	-0.032
	0.046
	0.870
	0.064
	0.052
	0.031
	0.066
	-0.014

	FC4
	-0.034
	0.042
	0.716
	0.049
	0.039
	-0.036
	0.039
	0.032

	FC5
	0.020
	0.074
	0.857
	0.121
	0.023
	0.029
	-0.036
	0.022

	SC1
	0.311
	0.338
	0.082
	0.807
	0.467
	-0.126
	-0.154
	-0.028

	SC2
	0.290
	0.303
	0.069
	0.847
	0.549
	-0.153
	-0.199
	0.058

	SC3
	0.346
	0.372
	0.080
	0.946
	0.663
	-0.214
	-0.235
	0.012

	SC4
	0.208
	0.189
	0.099
	0.701
	0.411
	-0.148
	-0.145
	0.029

	SC5
	0.264
	0.306
	0.073
	0.836
	0.511
	-0.156
	-0.182
	-0.007

	SFC
	0.046
	0.073
	0.022
	0.246
	0.494
	-0.094
	-0.041
	0.022

	SFP
	0.120
	0.197
	0.019
	0.602
	0.903
	-0.164
	-0.150
	0.013

	SFR
	0.069
	0.162
	0.065
	0.576
	0.908
	-0.207
	-0.137
	-0.032

	SF x CU
	-0.074
	0.029
	0.016
	-0.194
	-0.203
	1.000
	0.125
	0.077

	SF x CO
	0.070
	-0.081
	0.032
	-0.224
	-0.151
	0.125
	1.000
	-0.080

	SF x FC
	0.033
	0.017
	0.014
	0.015
	-0.005
	0.077
	-0.080
	1.000




The results confirm that each item loaded most strongly on its respective construct. For example, the items measuring Customer Orientation (CO1–CO6) had loadings ranging from 0.713 to 0.927 on the CO construct, all of which were higher than their loadings on other constructs such as Customer Understanding (CU), Functional





Coordination (FC), Sustainable Competitiveness (SC), Strategic Flexibility (SF), and the interaction terms (SF × CU, SF × CO, and SF × FC). Similarly, CU indicators (CU1–CU6) showed strong primary loadings between 0.713 and 0.921 on the CU construct, with lower loadings on all other constructs. This pattern held across FC, SC, and SF indicators as well. While some moderate cross-loadings were observed, particularly between SF and SC indicators (e.g., SC3 and SFR), all primary loadings exceeded secondary loadings, thereby satisfying the discriminant validity condition. Overall, the cross-loading assessment supports the construct distinctiveness in the measurement model.

4.5.3.4 [bookmark: 4.5.3.4_Multicollinearity_Assessment_wit]Multicollinearity Assessment within the Measurement Model

As part of the measurement model assessment in PLS-SEM, it is essential to examine the extent of multicollinearity among reflective indicators to ensure the stability and interpretability of construct estimates. One key diagnostic used for this purpose is the Variance Inflation Factor (VIF). According to Hair et al. (2021), VIF values below the conservative threshold of 5.0 indicate that indicators do not exhibit problematic levels of collinearity.
In the present study, VIF values were calculated for all reflective items and are presented in Table 4.12. The results revealed that all VIF values ranged between
1.555 and 3.907, confirming that multicollinearity is not a threat to the reliability of the outer model. Including VIF at the measurement model stage is particularly important because collinearity among indicators can artificially inflate factor loadings, distort construct validity assessments, and ultimately affect the structural





model outcomes. Therefore, the acceptable VIF results further reinforce the robustness of the reflective measurement model and justify the retention of all indicators for subsequent analysis. Table 4.12 shows the collinearity statistics (VIF) outer model list.
Table 4. 12: Collinearity Statistics (VIF) Outer Model List

	Construct
	Indicator
	VIF

	Competitor Orientation
	CO1
	3.193

	
	CO2
	2.353

	
	CO3
	1.595

	
	CO4
	3.079

	
	CO5
	3.026

	
	CO6
	2.497

	Customer Orientation
	CU1
	1.667

	
	CU2
	2.893

	
	CU3
	3.862

	
	CU4
	2.540

	
	CU5
	3.265

	
	CU6
	3.907

	Functional Coordination
	FC1
	3.087

	
	FC2
	1.686

	
	FC3
	3.456

	
	FC4
	1.879

	
	FC5
	1.761

	Sustainable Competitiveness
	SC1
	2.125

	
	SC2
	2.677

	
	SC3
	3.239

	
	SC4
	1.555

	
	SC5
	2.435




4.6 [bookmark: 4.6_Structural_Model][bookmark: _bookmark79]Structural Model

4.6.1 [bookmark: 4.6.1_Collinearity_Statistics_VIF_Inner_][bookmark: _bookmark80]Collinearity Statistics VIF Inner Model Statistics

From the findings, the VIF values for all constructs and their interaction terms ranged from 1.009 to 1.110. Specifically, the main constructs, Competitor Orientation (CO), Customer Orientation (CU), Functional Coordination (FC),





Strategic Flexibility (SF), and their respective interaction terms (SF x CO, SF x CU, SF x FC), exhibited VIF values consistently close to 1, which indicates negligible multicollinearity. The absence of any VIF value exceeding 5 confirms that multicollinearity does not pose a threat to the validity and interpretability of the structural model estimates. These findings amplify that the predictor variables and their interactions included in the model are sufficiently independent, ensuring stable and reliable estimation of path coefficients within the structural model. Collinearity statistics are shown in Table 4.13 below.

Table 4. 13: VIF Inner Model Statistics

	Construct
	VIF

	CO
	1.054

	CU
	1.081

	FC
	1.009

	SC
	

	SF
	1.110

	SF x CO
	1.060

	SF x CU
	1.074

	SF x FC
	1.017




4.6.2 [bookmark: 4.6.2___Coefficient_of_Determination_(R²][bookmark: _bookmark81]Coefficient of Determination (R²)

Findings exhibited that the present study employed the PLS-SEM approach, the results indicated that the model explained 56.5 % of the variance in Sustainable Competitiveness, yielding an R² value of 0.565. According to Chin’s classification, this reflects a moderate to substantial level of explanatory power for the endogenous construct. The R² values for the endogenous constructs are presented in Table 4.14.







Table 4. 14: Variance Explained in the Endogenous Construct

	Latent explained
	Variance Explained (R2)

	Sustainable competitiveness
	56.5%





4.6.3 [bookmark: 4.6.3__Assessment_of_Effect_Size_of_Coef][bookmark: _bookmark82]Assessment of Effect Size of Coefficient of Determination (f2)

The findings revealed that Strategic Flexibility (SF) exerted the strongest influence on Sustainable Competitiveness, with an f² value of 0.571, signifying a large effect. This underscores the pivotal role of Strategic Flexibility in shaping sustainable outcomes for special group SMEs in the context of public procurement. The result suggests that the adaptability of firms to respond to market changes and uncertainties significantly contributes to their sustained competitive position.
Competitor Orientation (CO) demonstrated a small to moderate effect on Sustainable Competitiveness, with an f² value of 0.146, closely approaching the medium threshold. This indicates that firms' ability to understand and respond to customer needs plays an important, although not dominant, role in achieving sustainable competitiveness. Similarly, Customer Orientation (CU) had a small effect (f² = 0.090), reflecting a modest yet relevant contribution of competitive awareness and responsiveness to sustainable outcomes.
In contrast, Functional Coordination (FC) showed an f² value of 0.009, suggesting no meaningful effect on Sustainable Competitiveness in this study. This implies that





internal coordination among functions, while operationally necessary, may not directly impact the strategic outcomes measured under Sustainable Competitiveness.
Regarding the interaction effects, SF × CO had an f² value of 0.042, indicating a small but notable moderation effect. This suggests that Strategic Flexibility slightly enhances the influence of Customer Orientation on Sustainable Competitiveness. However, SF × CU exhibited a very low f² value of 0.006, which reflects no meaningful interaction effect, implying that the moderating role of Strategic Flexibility on the relationship between Competitor Orientation and Sustainable Competitiveness is negligible.
Collectively, these findings emphasize the dominant role of Strategic Flexibility as a direct driver of Sustainable Competitiveness, while customer-related strategies also play supportive roles. Internal coordination and certain interaction effects appear less influential, pointing to the need for strategic agility over purely structural or operational capabilities in dynamic procurement environments.
Table 4. 15: Effect Sizes of the Coefficient of Determination

	Construct
	Effect size f2
	Decision

	CO -> SC
	0.146
	Medium

	CU -> SC
	0.090
	Small

	FC -> SC
	0.009
	No

	SF -> SC
	0.571
	High

	SF x CO -> SC
	0.042
	Small

	SF x CU -> SC
	0.006
	No







4.6.4 [bookmark: 4.6.4__Assessment_of_Predictive_Relevanc][bookmark: _bookmark83]Assessment of Predictive Relevance (Q2)

From the findings, it can be depicted that Q² values for all constructs are greater than zero, indicating that the model exhibits predictive relevance across all endogenous variables. Specifically, Sustainable Competitiveness (SC) with a Q² of 0.369 and Strategic Flexibility (SF) with 0.368 demonstrate moderate-to-strong predictive relevance, highlighting the model's robustness in forecasting these key outcome constructs. Customer Orientation (CU) shows a Q² value of 0.258, reflecting moderate predictive relevance and supporting the model’s adequacy in predicting this construct. Meanwhile, Competitor Orientation (CO) and Functional Coordination (FC), with Q² values of 0.237 and 0.236 respectively, indicate small but meaningful predictive relevance, suggesting that while the model can predict these variables to some extent, enhancements such as refining measurement items or including additional explanatory variables may improve its predictive power. Table
4.16 shows the predictive relevance (Q2).

Table 4. 16: Construct Cross-Validated Redundancy (Predictive Relevance (Q2))
	
	SSO
	SSE
	Q² (=1-SSE/SSO)

	CO
	3080.000
	2349.358
	0.237

	CU
	1155.000
	856.959
	0.258

	FC
	1898.000
	1450.000
	0.236

	SC
	1965.000
	1239.369
	0.369

	SF
	1898.000
	1200.000
	0.368







4.6.5 [bookmark: 4.6.5_Model_Fit_Results][bookmark: _bookmark84]Model Fit Results

The model fit was assessed using SRMR, d_ULS, d_G, Chi-square, and NFI. The results indicate that the hypothesized model fits the data well. The SRMR value was 0.048, which is below the recommended threshold of 0.08 and demonstrates excellent model fit. The d_ULS values for the saturated (0.752) and estimated (0.748) models were nearly identical, while the d_G values were exactly the same (0.435), suggesting strong model stability and minimal discrepancy. The Chi-square statistics for the saturated (931.817) and estimated (930.710) models were also very close, indicating that the specified model adequately represents the observed data. Although the NFI value of 0.874 was slightly below the recommended 0.90 cutoff, it is considered acceptable within the context of PLS-SEM where SRMR is prioritized. Hence supporting the validity of the hypothesized relationships among constructs.

Table 4. 17: Model Fit Results

	Fit Index
	Saturated
Model
	Estimated
Model
	Threshold/Guideline
	Interpretation

	SRMR
(Standardized Root Mean Square
Residual)
	
0.048
	
0.048
	
< 0.08 acceptable, <
0.05 excellent
	Indicates excellent model fit

	d_ULS (Squared Euclidean Distance)
	
0.752
	
0.748
	Smaller differences = better
	Very small difference, stable model

	d_G (Geodesic Distance)
	0.435
	0.435
	Smaller differences = better
	Identical values, good fit

	Chi-square
	931.817
	930.710
	Lower is better, but sample-size sensitive
	Small difference, model fits well

	NFI (Normed Fit Index)
	0.874
	0.874
	> 0.90 acceptable, >
0.95 good
	Slightly below cutoff, but close







4.6.5 [bookmark: 4.6.5__Path_Coefficient][bookmark: _bookmark85]Path Coefficient

The statistics, presented in Figure 4.4, were instrumental in determining the statistical significance of the proposed relationships and in guiding the decision- making process regarding the acceptance or rejection of the respective hypotheses. Through this method, the reliability of the hypothesized paths was empirically tested against established significance thresholds, thus reinforcing the credibility of the model’s causal structure.
[image: Description: C:\Users\Denis\AppData\Local\Temp\image6443100702848070801.png]


Figure 4. 4: Bootstrapping; T Statistics (|O/STDEV|) Significant at P<0.050 (Two-tailed Test)


4.6.5.1 [bookmark: 4.6.5.1__Direct_effect_Hypothesis_Testin]Direct effect Hypothesis Testing

Upon establishing that the psychometric properties of the measurement model met the required standards, the analysis proceeded to the evaluation of the structural model to test the hypothesized relationships. The findings of the direct effects in the





structural model are shown in Table 4.18. The direct effect hypotheses (H1 to H6) were evaluated by assessing the significance of the relationships in the structural path model. As illustrated in Table 4.18.
Table 4. 18: Assessment of Structural Model Direct Relationships and Moderating Variable
	Hypothesis
	Direct path relationship
	Sample mean (M)
	Standard deviation (STDEV)
	T statistics (|O/STDEV|)
	P
values
	Decision

	H1
	CU -> SC
	0.224
	0.227
	5.069
	0.000
	Accepted

	H2
	CO -> SC
	0.226
	0.229
	6.437
	0.000
	Accepted

	H3
	FC -> SC
	0.098
	0.100
	1.556
	0.120
	Rejected

	H4
	SF x CU ->
SC
	
-0.078
	
-0.080
	
1.469
	
0.142
	Rejected

	H5
	SF x CO ->
SC
	
-0.166
	
-0.175
	
3.378
	
0.001
	Accepted

	H6
	SF x FC -> SC
	
-0.003
	
0.006
	
0.028
	
0.978
	Rejected


Note: *p < 0.05; t-value = two tailed (1.96>)

Key:

H1: Customer Orientation positively affects the sustainable competitiveness of special group SMEs in public procurement
H2: Competitor orientation positively affects the sustainable competitiveness of special group SMEs in public procurement
H3: Functional coordination positively affects the sustainable competitiveness of special group SMEs in public procurement





H4: Strategic flexibility moderates the relationship between competitor orientation and sustainable competitiveness of special group SMEs in public procurement
H5: Strategic flexibility moderates the relationship between competitor orientation and sustainable competitiveness of special group SMEs in public procurement
H6: Strategic flexibility moderates the relationship between functional coordination and sustainable competitiveness of special group SMEs in public procurement.

The structural model evaluation revealed the structural model path coefficients, M, STDEV, O/STDEV, and p-values for the current study’s hypothesized relationships. Concerning Hypothesis 1, on the positive impact of customer orientation on sustainable competitiveness, findings (see Table 4.18 revealed that there was a significant relationship between customer orientation on sustainable competitiveness (M = 0.224, STDEV = 0.227, O/STDEV = 5.069, and p-value = 0.000), indicating that Hypothesis 1 was supported.
Furthermore, the findings revealed a significant positive relationship between competitor orientation and sustainable competitiveness with (M = 0.226, STDEV = 0.229, O/STDEV = 6.437, and p-value = 0.000), indicating that hypothesis 2 was supported.
Likewise, as shown in Table 4.18, the relationship between functional coordination and sustainable competitiveness was not significant (M = 0.098, STDEV = 0.100, O/STDEV = 1.556, and p-value = 0.120). Therefore, hypothesis 3 was not supported.
For hypothesis 4 on the fact that strategic flexibility moderates the relationship between customer orientation and sustainable competitiveness, the hypotheses were





rejected, as the results showed a non-significant interaction effect (M = –0.078, STDEV = 0.801, T = 1.469, p = 0.142). Since the T-statistic did not meet the minimum threshold of 1.96 and the p-value was greater than 0.05, the moderation effect was not statistically significant. This suggests that variations in Strategic Flexibility do not significantly influence the relationship between Customer Orientation and Sustainable Competitiveness.
Also, Hypothesis 5 proposed that Strategic Flexibility moderates the relationship between Competitor Orientation (CO) and Sustainable Competitiveness (SC). The hypothesis was accepted, as the interaction effect was statistically significant (M = – 0.166, STDEV = 0.175, T = 3.378, p = 0.001). Since the T-statistic exceeded the critical value of 1.96 and the p-value was below 0.05, the result confirms a significant moderation effect. This indicates that Strategic Flexibility significantly influences how Competitor Orientation affects Sustainable Competitiveness.
Hypothesis 6 proposed that Strategic Flexibility moderates the relationship between Functional Coordination (FC) and Sustainable Competitiveness (SC). This hypothesis was rejected, as the interaction effect was not statistically significant (M = –0.003, STDEV = 0.006, T = 0.028, p = 0.978). The T-statistic was far below the required threshold of 1.96, and the p-value was much greater than 0.05, indicating a lack of significance. This means that Strategic Flexibility does not have a meaningful moderating effect on the relationship between Functional Coordination and Sustainable Competitiveness.





4.7 [bookmark: 4.7__Interaction_Modelling_Results][bookmark: _bookmark86]Interaction Modelling Results

In addition to the standard model assessments, interaction modeling was conducted to examine the moderating role of Strategic Flexibility. The moderation analysis revealed that Strategic Flexibility significantly moderates the relationships between Customer Orientation and Sustainable Competitiveness (M = -0.202, O/STDEV = 2.722, P = 0.007), and between Competitor Orientation and Sustainable Competitiveness (M = -0.171, O/STDEV = 2.202, P = 0.028). Interestingly, both moderation effects are negative, suggesting that as Strategic Flexibility increases, the positive impact of CO and CU on SC decreases. This implies that over-flexibility may dilute the strategic focus provided by market orientation elements.
However, the interaction between Functional Coordination and Strategic Flexibility was not statistically significant (M = 0.014, O/STDEV = 0.149, P = 0.882), indicating that Strategic Flexibility does not moderate this relationship.
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Figure 4. 5: Interaction term and their influence to the dependent construct Significant at P<0.050 (Two-tailed Test)





Table 4. 19: Assessment of Structural Model Interaction terms and Dependent Variable
	
Path
	Original
sample (O)
	Sample
mean (M)
	Standard
deviation (STDEV)
	T statistics (|O/STDEV|)
	
P values

	CU_SF	->
SC
	-0.171
	-0.170
	0.078
	2.202
	0.028

	CO_SF	->
SC
	
-0.202
	
-0.206
	
0.074
	
2.722
	
0.007

	FC_SF -> SC
	0.014
	0.027
	0.096
	0.149
	0.882


Note: *p < 0.05; t-value = two tailed (1.96>)



4.7.1 [bookmark: 4.7.1_Coefficient_of_Determination_(R²)_][bookmark: _bookmark87]Coefficient of Determination (R²) and Effect Size of Coefficient of Determination (f2)
Different from CB-SEM, PLS-SEM facilitates easy specification of interaction terms to map moderation effects in a path model; this makes PLS-SEM the method of choice in simple and complex moderation models (Sarstedt, Hair, et al., 2020). On assessing the impact of the interaction terms on the model's explanatory power, the coefficient of determination (R²) for Sustainable Competitiveness had already been reported, but it was deemed necessary to do the same after the inclusion of the latent interaction terms. This is attributed to the fact that Hair et al. (2022) suggested that researchers should examine the change in R² of the endogenous construct after introducing the interaction term(s) into the model.
Before introducing the interaction effects, the model explained 56.5% of the variance in Sustainable Competitiveness (R² = 0.565). After incorporating the interaction terms, the R² increased to 59.2%, indicating that the inclusion of the moderating





variable (Strategic Flexibility) enhanced the model’s explanatory power by an additional 2.7%. This suggests that the interaction effects contribute meaningfully to explaining variance in the dependent variable, supporting the use of a moderated structural model.
After ascertaining it's also important to calculate f2 You can calculate the f² effect size for the change in R² due to moderation to describe the strength of this improvement:

According to Cohen (1988), the resulting f² = 0.066 indicates a small to medium effect size of the moderation on the overall model.
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[bookmark: CHAPTER_FIVE][bookmark: DISCUSSION_OF_FINDINGS][bookmark: _bookmark88]CHAPTER FIVE DISCUSSION OF FINDINGS

5.1 [bookmark: 5.1__Overview][bookmark: _bookmark89]Overview

This chapter discusses the findings of the study. It gives insights into the information generated in the previous chapter on data analysis and compares and contrasts the current findings with what has been found out in previous related studies. This part provides an in-depth understanding of the direct effect of market orientation on sustainable competitiveness as well as the associated moderation effects (l.e, strategic flexibility) in public procurement..


5.2 [bookmark: 5.2___The_Relationship_between_Customer_][bookmark: _bookmark90]	The Relationship between Customer Orientation and Sustainable Competitiveness
The study considered whether customer orientation could have a positive effect on

the sustainable competitiveness of special group SMEs in public procurement, as stated in hypothesis one. The empirical results in chapter four strongly supported the first hypothesis with a positive and significant contribution of customer orientation on competitiveness of special group SMEs in public procurement (M = 0.224, STDEV = 0.227, O/STDEV = 5.069, and p-value = 0.000). This implies that as SMEs increase their customer orientation efforts such as focusing on procurement agencies’ needs, timely responsiveness, and ensuring compliance their ability to sustain competitiveness improves considerably. This finding is particularly important in the context of Tanzania’s highly regulated procurement environment, where





responsiveness and precision in meeting buyer expectations directly influence tender outcomes.
The findings align with the Market Orientation Theory (Narver & Slater, 1990), which positions customer orientation as a core component of competitive advantage. According to this theory, firms that systematically gather and disseminate customer- related information across departments, and respond effectively to changing customer preferences, achieve superior long-term performance. This theoretical assumption holds true in the present study, where customer orientation emerges as a dynamic capability that enables SMEs to anticipate and adapt to procurement requirements, thereby securing sustainable competitive positioning. By satisfying procurement entities’ expectations for compliance, quality, and timely delivery, these firms enhance their reputational capital and increase their likelihood of winning repeat contracts a vital driver of sustainability in a highly competitive environment.
Empirical evidence from previous studies supports this conclusion. Bankole et al. (2022) demonstrated that customer-centric strategies significantly enhance competitive differentiation in dynamic service industries. Similarly, Tunc (2020) and Liu et al. (2020) established that customer orientation correlates positively with market performance, customer satisfaction, and brand loyalty, which collectively strengthen competitive advantage. These studies echo the present findings, reinforcing the notion that in procurement driven markets, understanding and addressing client expectations translates into measurable performance gains. For instance, Tanzanian SMEs that consistently monitor tender specifications and align bids  with  customer  priorities  (such  as  delivery  timelines  and  compliance





requirements) are better positioned to maintain competitiveness compared to firms that adopt generic bidding strategies.
The findings align with Dynamic Capability Theory (Teece, 2007), Customer orientation reflects dynamic capabilities by allowing firms to identify buyer needs and regulatory changes, capitalize on opportunities through customized offerings, and adapt internal processes to ensure compliance and efficiency. Through active engagement with procurement entities, the collection of feedback, and the adaptation of operational processes, SMEs can enhance their competitive position, despite resource and structural constraints.
Furthermore, the findings of the study are consistent with the expanding body of literature on customer orientation that is facilitated by digital technology. According to Islam and Zhe (2022), special group SMEs who make use of technology like artificial intelligence and analytics to improve their responsiveness to customers enjoy superior innovation and competitive performance. Companies that integrate real-time procurement data with adaptive strategies have the ability to create value that goes beyond compliance, positioning themselves as proactive partners in public procurement systems. This principle is still relevant despite the fact that many Tanzanian small and medium-sized enterprises (SMEs) face resource constraints that limit their ability to adopt new digital technologies.
Moreover, the findings underscore how customer orientation contributes not only to external positioning but also to internal process efficiency. As observed by Templer et al. (2020), customer-focused organizations streamline workflows, eliminate redundant activities, and foster interdepartmental collaboration aimed at improving





service quality. This efficiency is critical in public procurement, where firms must demonstrate both cost-effectiveness and adherence to compliance protocols. In practical terms, SMEs that implement structured customer feedback systems and integrate procurement insights into operational processes are better equipped to reduce errors, avoid disqualification, and enhance overall bid competitiveness.
Additionally, literature from (Liu et al., 2020; Lee & Wei, 2023) has strengthened the connection between being market-oriented and making customers happier and more competitive. These studies suggest that by aligning organizational strategies and processes with customer needs, market-oriented SMEs are better positioned to deliver superior value, resulting in increased customer loyalty, repeat business, and long-term sustainability. Thus, the strategic alignment of customer orientation with firm operations can be conceptualized as a capability-based resource (Barney, 1991), contributing directly to sustainable competitiveness. This reinforces the notion that for special group SMEs to thrive in the public procurement space, a strong focus on customer orientation is not merely beneficial but essential for long-term growth and survival.
Moreover, customer orientation enhances customer performance, enabling SMEs to focus on high-value customers and improve outcomes such as repeat business, customer satisfaction, loyalty, and (Flight & Mudiyanselage, 2021; Kaburu et al., 2021). This aligns with the study’s findings that customer-focused SMEs in public procurement can outperform competitors by maintaining structured activities that serve customer needs, distribute customer knowledge across departments, and align decision-making with customer expectations.





5.3 [bookmark: 5.3_The_Relationship_between_Competitor_][bookmark: _bookmark91]The	Relationship	between	Competitor	Orientation	and	Sustainable Competitiveness
The findings of this study revealed a positive and significant relationship between

competitor orientation and sustainable competitiveness among special group enterprise participating in public procurement (M = 0.226, STDEV = 0.229, O/STDEV = 6.437, p-value = 0.000). This result supports Hypothesis 2 and indicates that SMEs with a strong emphasis on monitoring, analyzing, and responding to competitor strategies achieve higher levels of sustainable competitiveness in procurement. This finding is theoretically aligned with Dynamic Capability Theory (Teece, 2007), Competitor orientation, in this sense, operationalizes the sensing dimension by enabling SMEs to acquire timely intelligence on rival bidding behavior, pricing trends, and technological changes, which are crucial for strategic responsiveness in highly regulated arrangements of procurement.
This finding also aligns with the principles of Market Orientation Theory (Narver & Slater, 1990), which conceptualizes competitor orientation as a critical component of a firm’s ability to anticipate and respond to market dynamics. According to this theory, organizations that actively gather and disseminate intelligence on competitor strategies can develop timely responses that enhance customer value and organizational performance. In the context of public procurement, this intelligence translates into improved bid preparation, pricing strategies, and compliance alignment, which are essential for securing government contracts.





From a practical perspective, this finding can be explained by the nature of the Tanzanian public procurement system, which relies heavily on open and competitive bidding processes. Special group SMEs that systematically benchmark their offers against rivals’ previous bids, analyze market signals, and adjust their tendering strategies accordingly are better positioned to meet cost, quality, and compliance requirements. For instance, an SMEs that studies historical pricing data and identifies cost structures used by leading competitors can design more competitive proposals while maintaining profitability. Similarly, firms that anticipate emerging procurement preferences such as green procurement requirements are likely to innovate earlier and secure contracts, thereby sustaining competitiveness over time.
These findings are consistent with previous empirical studies. For example, Lee and Wang (2023) established that competitor orientation significantly strengthens competitive advantage by improving market responsiveness and strategic decision- making. Similarly, Sondhi et al. (2024) demonstrated that competitor orientation influences long-term sustainability by driving firms to adopt proactive strategies in response to market turbulence. Both studies underscore that competitor orientation fosters adaptive capabilities, which are critical for firms operating in dynamic environments.
Furthermore, competitor orientation plays an indirect role in advancing environmental innovation capabilities (EIC), a growing determinant of sustainable competitiveness. Tseng et al. (2019) observed that competitor orientation encourages firms to develop eco-friendly innovations to maintain parity with or surpass competitors’ sustainability initiatives. In public procurement, where environmental





and social compliance is increasingly embedded in evaluation criteria, SMEs that monitor competitors’ sustainability practices are more likely to integrate similar or superior measures, enhancing their chances of winning contracts and improving reputation. This shows the ways in which competitor orientation promotes to sustainable competitiveness: by driving continuous improvement, differentiation, and compliance with evolving institutional norms.
Interestingly, the literature highlights a shift in the operationalization of competitor orientation. Traditionally, the focus was on outcompeting rivals through cost leadership or differentiation. However, recent research, such as Lee and Wang (2023), advocates for co-opetition strategies, where firms collaborate with competitors to achieve shared objectives such as sustainability compliance or technological advancement. For SMEs in Tanzania, such collaboration could involve joint ventures for large-scale tenders or resource-sharing to meet quality requirements, illustrating the dynamic and context-specific nature of competitor orientation as a strategic capability.
Contrastingly, studies such as Bekata and Kero (2025) present divergent findings. Their research on Ethiopian SMEs found no significant direct effect of competitor orientation on firm performance, attributing the result to its reactive rather than proactive nature. They argue that excessive reliance on competitor analysis can delay decision-making, especially when market intelligence systems are underdeveloped. This difference may be explained by contextual factors. Unlike Ethiopia, Tanzania’s procurement system enforces strict compliance and structured evaluation criteria, which necessitate proactive strategy formulation. As a result, competitor orientation





in Tanzania goes beyond influencing pricing decisions; it also drives the development of proactive compliance strategies and fosters innovation. This broader role explains the stronger positive effect observed in this study. In highly regulated procurement environments, awareness of competitors’ pricing patterns, operational capacity, and historical performance provides critical intelligence that informs tender preparation and enhances bidding success, thereby contributing directly to sustainable competitiveness.


5.4 [bookmark: 5.4_The_Relationship_between_Functional_][bookmark: _bookmark92]The Relationship between Functional Coordination and Sustainable Competitiveness
The present study revealed that the relationship between functional coordination (FC) and sustainable competitiveness among special group SMEs engaged in public procurement was statistically insignificant (M = 0.098, STDEV = 0.100, O/STDEV
= 1.556, p = 0.120), leading to the rejection of Hypothesis 3. This finding challenges the widely held assumption within Market Orientation Theory (Narver & Slater, 1990) that FC, as an internal alignment mechanism, is a key driver of firm performance and competitiveness. Traditionally, market orientation emphasizes the integration of market intelligence across departments to ensure coordinated responses to customer needs and market conditions. Under this premise, FC should enable the dissemination of customer and competitor insights across organizational units, fostering synergies that enhance responsiveness and value creation. However, in the current study, this expected outcome did not materialize in the Tanzanian public procurement context.





The explanation lies in the environmental and institutional constraints of public procurement and the nature of FC as an operational capability rather than a dynamic one. While Market Orientation Theory assumes that coordinated information sharing leads to superior responsiveness, such responsiveness requires flexibility and autonomy to act on shared intelligence. In the regulated procurement environment of Tanzania, special group SMEs often face rigid compliance structures, procedural formalities, and limited strategic discretion. Consequently, coordination is primarily compliance-driven focused on meeting documentation standards, aligning with bidding requirements, and ensuring procedural accuracy rather than fostering innovation or sustainability-focused strategies. This narrow application of FC limits its ability to influence long-term competitive advantage.
From the perspective of Dynamic Capability Theory (Teece, 2007), FC does not automatically qualify as a dynamic capability unless it supports the sensing, seizing, and transforming of resources in response to environmental shifts. In the studied context, FC appears to be a static capability, maintaining operational efficiency without enabling adaptation or transformation. Unlike strategic flexibility or innovation capabilities, which empower firms to reconfigure resources under changing conditions, FC in its current form only facilitates internal harmony, which, while necessary, is insufficient for sustainable competitiveness in volatile procurement settings.
This interpretation aligns with the arguments of Maurer (2022), who emphasizes that conventional coordination models, rooted in stability and efficiency, can hinder creative destruction, which is essential for achieving sustainability. In highly





dynamic and sustainability-driven markets, FC must evolve from silo-based processes to integrative mechanisms that support cross-functional collaboration for innovation and environmental responsiveness. However, for Tanzanian SMEs, resource constraints, limited access to digital technologies, and institutional rigidity prevent such an evolution.
Comparing these findings to previous research reveals interesting contrasts. Studies such as Mukhtar et al. (2020) and Hubnerova et al. (2020) underscore the role of FC in enhancing competitive advantage through improved information flow and strategic alignment. However, these studies were conducted in contexts characterized by greater organizational autonomy and less regulatory interference. In contrast, Waruiru et al. (2018) and Lopez-Torres et al. (2021) found that the impact of FC on sustainability is context-dependent and often diluted by conflicting objectives across economic, social, and environmental dimensions. For example, cost-reduction efforts promoted through coordination may conflict with environmental initiatives or social equity measures, reducing the overall strategic value of FC in driving sustainability.
The divergence between this study’s findings and traditional assumptions signals a unique contribution: functional coordination alone may not serve as a sufficient driver of sustainable competitiveness in procurement proceedings dominated by institutional constraints and compliance-based mechanisms. Instead, achieving sustainability in such settings requires integrative capabilities that combine coordination with adaptability, technological innovation, and strategic flexibility.






5.5 [bookmark: 5.5_The_Effect_of_Moderation_on_the_Rela][bookmark: _bookmark93]The Effect of Moderation on the Relationship between CU and SC

The findings of this study reveal that strategic flexibility (SF) did not significantly moderate the relationship between customer orientation (CU) and sustainable competitiveness (SC) among special group SMEs participating in public procurement (M = –0.078, STDEV = 0.801, T = 1.469, p = 0.142). This result leads to the rejection of Hypothesis 4, indicating that while customer orientation remains a critical factor for achieving sustainable competitiveness, its interaction with strategic flexibility does not yield a significant combined effect in this specific context. This finding introduces important theoretical and practical implications that merit a detailed discussion.
From the perspective of Market Orientation Theory (Narver & Slater, 1990), customer orientation is a fundamental pillar of organizational success because it ensures that firms align products and services with customer needs. However, the lack of a significant moderating effect by strategic flexibility suggests that adaptability, while conceptually valuable, does not necessarily strengthen the influence of customer orientation under all circumstances. Theoretically, Dynamic Capability Theory (Teece, 2007) posits that firms require dynamic capabilities such as sensing opportunities and reconfiguring resources to respond effectively to environmental changes. Strategic flexibility is considered one such capability, allowing firms to adapt and realign resources rapidly. Yet, the absence of a significant effect here implies that in highly regulated environments like public procurement, the role of flexibility is constrained by systemic rigidity and compliance demands, limiting its ability to amplify customer orientation efforts.







The operating setting of public procurement in Tanzanian particular for special group SMEs is the major reason behind this outcome. The potential for adaptive decision- making is severely reduced as a result of the tight procurement laws, policies, rules, comprehensive bid specifications, and procedural limitations that these enterprises operate under. Public procurement functions inside fixed contractual frameworks, which offer little room for last-minute strategy maneuvers. This is in contrary to private markets, where strategies can be quickly altered to meet clients but public procurement operates within stipulated frameworks. Therefore, even when small and medium-sized enterprises (SMEs) make an effort to implement flexibility, their capacity to modify delivery methods or specifications is restricted by compliance duties, which eliminates the possibility of a moderating effect.
This study's findings resonate with the observations of Pekovic and Rolland (2016), who demonstrated that customer orientation's effect on performance is not uniform but contingent on environmental conditions and supporting mechanisms. Their moderated mediation model suggests that customer orientation works best when supported by innovation systems and flexible structures. Similarly, Kasumaningtyas and Cempena (2024) found that the relationship between customer orientation and innovation is amplified by digital capabilities. Their research emphasized that technology serves as a bridge, transforming customer insights into actionable innovation strategies. In contrast, when such enablers are absent, flexibility alone does not suffice.





In the Tanzanian public procurement context, this study supports those findings by showing that flexibility, without the technological or institutional infrastructure to operationalize it, remains largely theoretical. These SMEs often lack advanced systems, financial capacity, and autonomy, making it difficult to leverage flexibility in ways that meaningfully enhance competitiveness. This sharply contrasts with findings in dynamic market settings (e.g., Lee & Wei, 2023) where strategic flexibility significantly boosted the impact of market orientation on firm performance.
The divergence highlights a scientific contribution: the role of strategic flexibility as a moderator is highly context-dependent. In structured, rule-based markets such as public procurement, where compliance is prioritized over adaptability, flexibility cannot fully function as a dynamic capability. Instead, it becomes dormant unless supported by digital infrastructure, resource capacity, and regulatory agility.
Practically, the absence of significant moderation suggests that special group enterprise in Tanzania may have already exercise maximum possible flexibility within existing constraints. For example, these firms can adjust internal processes like resource allocation or team coordination, but they cannot alter bid requirements or contract terms, which are rigidly defined by procuring entities. Even when SMEs recognize evolving customer needs or environmental changes, they face limited options to adapt within procurement cycles. Unlike private sector contracts, where terms can be negotiated, public procurement emphasizes transparency and fairness, limiting strategic maneuverability. Therefore, strategic flexibility, while conceptually





appealing, provides little incremental advantage in influencing sustainable competitiveness under such structural restrictions.


5.6 [bookmark: 5.6_The_Effect_of_Moderation_on_the_Rela][bookmark: _bookmark94]The Effect of Moderation on the Relationship between CO and SC

The study revealed that Strategic Flexibility (SF) significantly moderates the relationship between Competitor Orientation (CO) and Sustainable Competitiveness (SC) (M = –0.166, STDEV = 0.175, T = 3.378, p = 0.001), supporting Hypothesis 5. This indicates that the influence of competitor orientation on sustainable competitiveness is strengthened when firms possess high strategic flexibility. In practical terms, this means that special group SMEs operating in Tanzania’s public procurement environment derive greater benefits from competitor-focused strategies when they are capable of adapting quickly to changes, reallocating resources, and revising strategies in response to market dynamics.
Competitor orientation, a key component of Market Orientation Theory (Narver & Slater, 1990), involves the systematic collection and analysis of information on competitors’ strengths, weaknesses, and strategies to anticipate their moves and enhance strategic decision-making. However, competitor intelligence alone is insufficient if firms lack the agility to act upon it. This is where strategic flexibility becomes critical. According to Dynamic Capability Theory (Teece, 2007), flexibility represents a firm’s ability to reconfigure resources and adapt processes in response to environmental turbulence. In public procurement, where competition is intense and bid specifications change rapidly, strategic flexibility transforms competitor





knowledge into actionable strategies, enabling SMEs to prepare competitive bids, adjust pricing structures, and comply with new regulatory requirements.
For example, an SMEs that identifies a competitor reducing prices to win a government contract can respond by leveraging its flexibility to reallocate resources, renegotiate supplier terms, or innovate its service delivery model. Without such flexibility, the intelligence gathered remains underutilized, resulting in missed opportunities. This interaction between competitor orientation and strategic flexibility explains why firms that combine both capabilities achieve superior sustainable competitiveness.
The findings strongly align with Khan et al. (2022), who observed that strategic flexibility enhances the performance impact of strategic orientations in family firms by facilitating rapid adaptation to competitive pressures. Similarly, Yang et al. (2022) confirmed through hybrid SEM-neural network analysis that strategic flexibility amplifies the influence of competitor orientation on competitive advantage and economic sustainability in dynamic markets. These studies support the idea that flexibility is not merely a supportive capability but a catalyst that enables the full potential of competitor orientation.
This study extends those insights to a regulated procurement environment, which is markedly different from free-market contexts. Unlike open markets where firms can easily adjust prices or product features, public procurement imposes strict compliance rules, standardized evaluation criteria, and limited negotiation opportunities. Therefore, the ability to adapt within these constraints such as restructuring cost elements or enhancing bid quality is crucial for competitive





success. This adaptation underscores why strategic flexibility emerges as a key moderator in this context.
In Tanzanian public procurement, SMEs often face tight deadlines, mandatory documentation requirements, and evolving government procurement policies. Firms with high competitor orientation actively monitor rival bidding strategies, historical contract awards, and compliance performance. However, what differentiates successful SMEs is their capacity to act on this intelligence by quickly realigning internal resources, optimizing bid documents, or adopting digital tools to meet submission standards. For instance, some women-owned enterprises have leveraged flexibility to pool resources through consortiums or subcontracting arrangements when competing against larger firms (Africa Freedom of Information Centre, n.d.). These adaptive strategies demonstrate the practical synergy between competitor orientation and flexibility in sustaining competitiveness under rigid procurement frameworks.


5.7 [bookmark: 5.7_The_Effect_of_Moderation_on_the_Rela][bookmark: _bookmark95]The Effect of Moderation on the Relationship between FC and SC

The results of this study indicate that Strategic Flexibility (SF) did not significantly moderate the relationship between Functional Coordination (FC) and Sustainable Competitiveness (SC) (M = 0.098, STDEV = 0.100, O/STDEV = 1.556, p = 0.120).
This outcome led to the rejection of Hypothesis 6, challenging prior assumptions that flexibility would strengthen the contribution of internal coordination to competitiveness. While FC has long been acknowledged as a vital mechanism for promoting organizational efficiency, synergy, and alignment of cross-functional





processes (Mukhtar et al., 2020), this study demonstrates that its effectiveness may not extend to highly regulated and complex procurement environments without additional enabling factors.
Functional coordination, as posited in Market Orientation Theory (Narver & Slater, 1990), is critical for integrating market intelligence across departments to deliver superior value to customers. In principle, when FC is complemented by SF, firms should be better equipped to reconfigure resources and processes dynamically, reinforcing the Dynamic Capability Theory (Teece, 2007). However, in the specific context of special group SMEs engaged in public procurement, this theoretical expectation was not realized.
One plausible reason for this outcome is the institutional rigidity characterizing the procurement process in Tanzania. Public procurement systems impose stringent compliance requirements, including mandatory documentation, fixed evaluation criteria, and lengthy approval cycles (PPRA, 2023). In such environments, the scope for strategic adaptation is limited. Even if firms possess some degree of flexibility, their capacity to operationalize it for improving coordination effectiveness is constrained by external regulations. Consequently, flexibility may not substantially alter the impact of FC on sustainable competitiveness because coordination itself remains transactional focused on meeting procedural requirements rather than fostering innovation or strategic responsiveness.
Moreover, SMEs in Tanzania often operate with resource constraints and limited digital infrastructure, further reducing their ability to integrate flexible practices into their coordination mechanisms. This structural limitation creates a disconnect





between theoretical potential and practical reality, explaining why the hypothesized moderation effect was insignificant.
The findings are consistent with those of Vem et al. (2022), who established that coordination flexibility alone does not guarantee superior innovative or competitive outcomes unless supported by complementary organizational systems, such as robust HR practices or knowledge-sharing frameworks. Similarly, Mohammad et al. (2024) found that strategic flexibility failed to moderate the relationship between strategic planning and performance in contexts with procedural rigidity. These studies reinforce the argument that flexibility, while valuable, is not a universal enhancer; its impact depends on contextual enablers such as supportive policies, technological infrastructure, and cultural readiness for change.
In contrast, some research conducted in dynamic and less-regulated markets (e.g., Khan et al., 2022) suggests that flexibility significantly amplifies the benefits of coordination capabilities. The divergence in findings underscores the importance of context. Unlike competitive open markets, public procurement systems are governed by laws and policies that leave minimal room for rapid adjustments, limiting the operationalization of dynamic capabilities like SF.
In practice, SMEs involved in public procurement primarily use coordination for compliance-driven purposes aligning internal departments to ensure timely submission of bids, verifying documentation, and responding to evaluation queries. These activities, while necessary, are routine and largely procedural, leaving little scope for strategic creativity. Even when external shocks occur such as changes in tender requirements firms lack the autonomy to redesign processes without breaching





compliance protocols. Consequently, the expected synergy between FC and SF remains unrealized.


5.8 [bookmark: 5.8__The_Effect_of_the_Interaction_Term_][bookmark: _bookmark96]The Effect of the Interaction Term between (CU_SF) on SC

The findings of this study confirmed that strategic flexibility significantly moderates the relationship between customer orientation and sustainable competitiveness (M = - 0.202, O/STDEV = 2.722, p = 0.007), indicating that the interaction between these two strategic capabilities meaningfully influences competitive outcomes. Unlike the previously tested moderating relationships where the effect of SF was insignificant, this result provides compelling evidence that, in certain contexts, flexibility becomes a critical enabler for translating customer-oriented strategies into sustainable competitive advantage.
Customer orientation, as emphasized by Market Orientation Theory (Narver & Slater, 1990), involves understanding and meeting customer needs to deliver superior value. However, in highly dynamic or regulated environments like public procurement, simply being customer-focused is insufficient. Firms often face institutional constraints, shifting policy requirements, and competitive pressures that demand adaptive capabilities. This is where Dynamic Capability Theory (Teece, 2007) becomes relevant, as it posits that firms must develop mechanisms such as strategic flexibility to sense changes, seize opportunities, and reconfigure resources.
In practice, special group SMEs operating in Tanzania’s public procurement sector often struggle with strict tendering timelines, evolving technical requirements, and compliance standards. For instance, a women-owned enterprise preparing bids for





multiple government projects must align its proposals with varying specifications while remaining cost-competitive. Strategic flexibility allows such firms to reorganize internal processes quickly, adjust pricing strategies, or reallocate resources without disrupting overall operations. This capacity to adapt ensures that customer-oriented practices such as understanding end-user preferences and tailoring solutions can translate into actual tender success and long-term sustainability.
Without strategic flexibility, customer orientation risks becoming a static approach, where customer insights are gathered but cannot be operationalized due to structural rigidity. This aligns with Akbar (2024), who argues that customer-centric strategies alone cannot guarantee competitiveness in dynamic markets without the ability to adjust internal systems promptly.
The significant moderating effect observed in this study corroborates findings by Suryantini et al. (2023), who emphasized the role of strategic flexibility in strengthening the link between customer responsiveness and sustainable performance. Their review highlighted flexibility as a bridge between customer insight and resource adaptation, especially under uncertainty. Similarly, Knudsen et al. (2021) and Chen et al. (2017) argue that customer orientation drives innovation and market differentiation only when organizations have mechanisms to transform knowledge into action a role fulfilled by strategic flexibility.
However, this study diverges from earlier research, such as Kasumaningtyas and Cempena (2024), which found that the positive effect of customer orientation on service innovation was mediated by digital capabilities rather than moderated by flexibility. The difference may stem from the procurement-specific context of this





study, where competitive success depends heavily on both customer responsiveness (e.g., meeting specifications) and operational agility (e.g., revising bids under resource constraints). The findings therefore introduce a nuanced perspective: while digital tools remain important, strategic flexibility independently enhances the strategic value of customer orientation by enabling rapid resource realignment even in technology-limited settings.
Moreover, as noted in Akbar’s (2024) review, technological enablers such as AI, predictive analytics, and digital procurement platforms can strengthen the interaction between flexibility and customer orientation. However, in Tanzania’s procurement context where digital adoption remains uneven strategic flexibility compensates for technological gaps by facilitating manual adjustments in resource planning and bid preparation. This insight opens avenues for future research exploring technology- flexibility synergies in public procurement ecosystems.


5.9 [bookmark: 5.9__The_Final_Model_of_the_Study][bookmark: _bookmark97]The Final Model of the Study

The study's results indicated a partially supported moderated model, which included strategic flexibility, with a moderating effect on the direct relationship between customer orientation and sustainable competitiveness for a special group of SMEs that participate in public procurement. Customer orientation had a significant direct effect on sustainable competitiveness, meaning that SMEs that are focused on understanding the needs of their customers and responding accordingly are more likely to create sustainable competitive advantages over time. Strategic flexibility significantly moderated this effect, confirming that customer orientation has a





significantly stronger influence on sustainable competitiveness when firms behave in a strategically flexible manner (in the sense that they can reconfigure resources that support a customer-centric approach to respond dynamically to external changes).
The same was true for competitor orientation, which showed a significant positive direct effect on sustainable competitiveness, suggesting that responsiveness to market competition is a valuable strategic posture. This relationship, too, was significantly moderated by strategic flexibility, reinforcing the importance of adaptive capabilities in translating market orientation into competitive positioning. These results align with the dynamic capability theory, which posits that firms must not only possess market-relevant knowledge but must also have the ability to adapt and realign their strategies in response to environmental changes. Strategic flexibility acts as a dynamic enabler that allows firms to act on market knowledge more effectively, turning orientation into actionable competitiveness.
However, functional coordination did not show a significant direct effect on sustainable competitiveness, nor did strategic flexibility significantly moderate this relationship. This suggests that while coordination across functions may be necessary for operational efficiency, it may not, in isolation, contribute meaningfully to sustainable competitiveness unless integrated with customer and competitor-driven strategies. These findings reflect the premise of market orientation theory, which asserts that sustainable competitive advantage arises from the ability to generate, disseminate, and respond to market intelligence across the organization. As shown in Figure 5.1
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Figure 5. 1: Final Model Source: Field data 2025


Generally, the final model affirms that customer orientation and competitor orientation are key drivers of sustainable competitiveness in the SMEs context, particularly when supported by strategic flexibility as a dynamic capability. Functional coordination, although operationally relevant, requires further integration with strategic external orientations to yield significant competitive outcomes. The study underscores the need for special group SMEs to not only develop strong market orientation capabilities but also invest in strategic flexibility to remain agile and competitive in public procurement undertakings.





[bookmark: CHAPTER_SIX][bookmark: CONCLUSIONS_AND_RECOMMENDATIONS][bookmark: _bookmark98]CHAPTER SIX CONCLUSIONS AND RECOMMENDATIONS

6.1 [bookmark: 6.1__Overview][bookmark: _bookmark99]Overview

6.2 [bookmark: 6.2__Summary_of_Key_Findings_of_the_Stud][bookmark: _bookmark100]Summary of Key Findings of the Study

The study examined the effects of customer orientation, competitor orientation, and functional coordination on sustainable competitiveness in public procurement, as well as the moderating role of strategic flexibility. The findings indicate that customer orientation significantly enhances sustainable competitiveness, demonstrating that SMEs focusing on understanding and satisfying customer needs achieve better procurement outcomes. Competitor orientation also showed a significant positive influence, suggesting that knowledge of competitors’ actions enables firms to sustain a competitive edge. Likewise, functional coordination was found to positively contribute to sustainable competitiveness by promoting internal collaboration and coherent decision-making. Moreover, strategic flexibility demonstrated a significant moderating effect on the relationship between market orientation and sustainable competitiveness, implying that SMEs with greater adaptability in planning, resource management, and coordination are more capable of transforming market orientation into lasting competitive advantage.


6.2.1 [bookmark: 6.2.1_Impact_of_Customer_Orientation_on_][bookmark: _bookmark101]	Impact	of	Customer	Orientation	on	Achieving	Sustainable Competitiveness
The study confirmed that customer orientation has a statistically significant and

positive impact on sustainable competitiveness among special group SMEs in public





procurement. This finding supports the first hypothesis and affirms that SMEs that systematically prioritize customer needs, satisfaction, and responsiveness are better positioned to achieve long-term competitive advantage. Rooted in Market Orientation Theory, the results highlight customer orientation as a strategic capability that enhances service quality, market alignment, and adaptability.
The findings also align with existing literature highlighting the role of customer- centric strategies in improving loyalty, efficiency, innovation, and strategic relevance, making customer orientation essential for sustained competitiveness in regulated procurement environments.

6.2.2 [bookmark: 6.2.2__Role_of_Competitor_Orientation_in][bookmark: _bookmark102]Role of Competitor Orientation in Enhancing Sustainable Competitiveness
The study established a statistically significant and positive relationship between competitor orientation and sustainable competitiveness among special group SMEs involved in public procurement. This suggests that SMEs that proactively monitor and respond to competitor activities are more likely to maintain a sustainable competitive edge. Competitor orientation enhances strategic decision-making, market anticipation, and performance in tendering processes. The findings are in line with prior studies that emphasize competitor orientation as a key driver of strategic adaptation, innovation, and long-term competitiveness, especially in regulated procurement environments where competitive awareness and responsiveness are crucial for success.






6.2.3 [bookmark: 6.2.3_Influence_of_Functional_Coordinati][bookmark: _bookmark103]Influence of Functional Coordination on Sustainable Competitiveness

The study found no significant relationship between functional coordination and sustainable competitiveness, leading to the rejection of Hypothesis 3. Despite its theoretical importance in enhancing internal efficiency and strategic alignment, functional coordination did not significantly influence the sustainable competitiveness of special group SMEs in the context of public procurement.
This outcome suggests that traditional coordination mechanisms, which are often compliance-oriented and administratively focused, may be insufficient in environments characterized by high regulatory demands and external sustainability pressures. The findings imply that, for SMEs in such settings, functional coordination alone does not translate into competitive advantage unless supported by more adaptive, innovative, and cross-functional strategies aligned with broader sustainability goals.


6.2.4 [bookmark: 6.2.4_The_Effect_of_Moderation_on_the_Re][bookmark: _bookmark104]The Effect of Moderation on the Relationship between CU and SC

The findings revealed that strategic flexibility did not significantly moderate the relationship between customer orientation and sustainable competitiveness, resulting in the rejection of Hypothesis 4. This suggests that, although customer orientation is a critical strategic capability, its influence on sustainable competitiveness among special group SMEs in public procurement is not substantially affected by strategic flexibility.





The lack of a significant moderating effect may be attributed to the highly regulated nature of the public procurement environment, which limits SMEs’ ability to adapt strategies flexibly.
Furthermore, without enabling infrastructure such as digital technologies or innovation systems, strategic flexibility may be theoretically present but practically constrained. These findings support the notion that, without contextual enablers like organizational autonomy, technical capability, and innovation readiness, flexibility alone might not be enough to maximize the advantages of customer orientation.


6.2.5 [bookmark: 6.2.5_The_Effect_of_Moderation_on_the_Re][bookmark: _bookmark105]The Effect of Moderation on the Relationship between CO and SC

The study found that strategic flexibility significantly moderates the relationship between competitor orientation and sustainable competitiveness, thereby supporting Hypothesis 5. This indicates that special group SMEs operating in public procurement benefit more from competitor orientation when they possess a high degree of strategic flexibility. Specifically, firms that can adapt quickly, reconfigure resources, and respond to competitor actions are better positioned to maintain sustainable competitive advantage in competitive and regulated environments.
These results align with existing literature, which emphasizes that competitor orientation alone is insufficient unless firms also demonstrate the agility to act on market intelligence. Strategic flexibility enables such firms to transform competitive insights, such as pricing strategies or bid patterns, into responsive and winning proposals. Consequently, the moderation between strategic flexibility and competitor





orientation plays a vital role in enhancing SMEs’ tender responsiveness, bid quality, and overall performance in public procurement settings.


6.2.6 [bookmark: 6.2.6_The_Effect_of_Moderation_on_the_Re][bookmark: _bookmark106]The Effect of Moderation on the Relationship between FC and SC

The findings revealed that strategic flexibility did not significantly moderate the relationship between functional coordination and sustainable competitiveness, leading to the rejection of Hypothesis 6. This outcome suggests that, within the context of special group SMEs in public procurement, internal coordination mechanisms, even when coupled with strategic flexibility, may not effectively enhance long-term competitiveness.
The results align with prior empirical studies, which indicate that the benefits of coordination flexibility are not guaranteed in environments where supporting practices such as human resource management or innovation systems are weak. Moreover, the findings underscore that functional coordination alone may be insufficient to drive competitiveness in complex and bureaucratic procurement settings, particularly when firms cannot integrate coordination with broader strategic capabilities. This suggests that the moderating role of strategic flexibility is context- dependent and may be limited by institutional constraints, resource scarcity, and compliance pressures commonly experienced by SMEs in public procurement. Generally, the study highlights the need for a more holistic capability framework beyond functional coordination and flexibility alone to achieve sustainable competitiveness in such regulated environments.





6.2.7 [bookmark: 6.2.7__The_effect_of_the_Interaction_Ter][bookmark: _bookmark107]The effect of the Interaction Term between (CU_SF) on SC

The study revealed that strategic flexibility significantly moderates the relationship between customer orientation and sustainable competitiveness among special group SMEs engaged in public procurement. The statistical results confirmed that customer orientation alone does not sufficiently drive sustainable competitiveness unless supported by an organization’s ability to adapt, reconfigure resources, and respond to dynamic market changes. This finding aligns with the dynamic capabilities theory, emphasizing the importance of sensing and responding to external changes for maintaining competitive advantage. The results indicate that in uncertain environments, strategic flexibility enables firms to translate customer-focused strategies into meaningful performance outcomes by fostering responsiveness, innovation, and real-time adaptation. Moreover, the integration of advanced technologies such as AI and machine learning further enhances strategic flexibility, empowering SMEs to interpret customer needs more effectively and personalize services.


6.3 [bookmark: 6.3___Conclusion][bookmark: _bookmark108]Conclusion

6.3.1 [bookmark: 6.3.1_Customer_Orientation_on_Sustainabl][bookmark: _bookmark109]Customer Orientation on Sustainable Competitiveness in Public Procurement
The convergent evidence across both scenarios affirms that customer orientation constitutes a pivotal micro-mechanism through which special-group SMEs convert market information into sustainable competitiveness within public-procurement arenas. Consistent with the central principles of market-orientation theory, firms that systematically identify, interpret and respond to the articulated and latent needs of





procuring entities secure superior contract attainment, enhanced service-quality ratings and more durable client relationships. These performance rewards, however, are neither automatic nor unconditional: the mixed moderation results signal that the competitive returns to customer orientation are amplified when SMEs simultaneously possess strategic-flexibility routines capable of reconfiguring operational processes to accommodate shifting procurement specifications and regulatory strictures. Conversely, where institutional rigidity or capability constraints suppress adaptive re-deployment, the customer-orientation–performance linkage is weakened. Collectively, the findings intimate that sustainable competitiveness in public procurement emerges from a configurational fit between customer-centric behaviors and dynamic, compliance-oriented capabilities, thereby extending market-orientation theory into a contingent governance context characterized by high procedural framework and stakeholder inclusiveness.


6.3.2 [bookmark: 6.3.2_Competitor_Orientation_on_Sustaina][bookmark: _bookmark110]Competitor Orientation on Sustainable Competitiveness in Public Procurement
Combining the results from both scenarios, competitor orientation seems as a strong precursor to sustainable competitiveness for special-group SMEs in public- procurement competitive environments. Enterprises that consistently monitor, analyze, and anticipate competitors' bidding behaviors, price strategies, and innovation paths are far more skilled at adjusting tender arrangements, distinguishing value propositions, and capitalizing on fleeting procurement opportunities. The substantial interaction between competitor orientation and strategic flexibility supports a dynamic-capability contingency: the effectiveness of competitive





intelligence significantly improves when SMEs have concurrent routines for swift resource redeployment and strategy reconfiguration. Sustainable competitiveness arises not from mere competitor monitoring, but from the strategic alignment of competitive sensing with adaptable deployment capabilities a synthesis that enhances market-orientation theory by integrating it within the episodic, regulatory framework of public procurement.


6.3.3 [bookmark: 6.3.3_Functional_Coordination_on_Sustain][bookmark: _bookmark111]Functional Coordination on Sustainable Competitiveness in Public Procurement
The study concludes that functional coordination does not significantly influence sustainable competitiveness among special group SMEs. Weak internal collaboration between departments such as finance, procurement, and operations limits efficiency and responsiveness during tender preparation and execution. This suggests that internal communication and information sharing remain underdeveloped within these enterprises. Therefore, improved cross-functional coordination and integration mechanisms are required to strengthen operational efficiency and align internal processes with market and procurement requirements.


6.3.4 [bookmark: 6.3.4_Strategic_Flexibility_Moderation_o][bookmark: _bookmark112]Strategic Flexibility Moderation on the Relationship between Market Orientation and Sustainable Competitiveness in Public Procurement
The study concludes that strategic flexibility strengthens the relationship between

market orientation and sustainable competitiveness, particularly through competitor and customer orientation. SMEs with flexible planning, adaptable resource allocation, and responsive coordination systems are better equipped to cope with





dynamic procurement conditions, regulatory changes, and market turbulence. This confirms that sustainable competitiveness depends not only on market orientation but also on a firm’s ability to adjust strategies and resources effectively. Thus, strategic flexibility acts as a dynamic capability that transforms market intelligence into adaptive action and long-term competitive advantage.


6.4 [bookmark: 6.4___Implications_of_the_Study][bookmark: _bookmark113]Implications of the Study

6.4.1 [bookmark: 6.4.1__Theoretical_Contributions][bookmark: _bookmark114]Theoretical Contributions

Findings contribute to Dynamic Capabilities Theory, which emphasizes the firm’s ability to sense, seize, and transform resources in dynamic and uncertain environments (Teece, Pisano, & Shuen, 1997). By demonstrating that strategic flexibility significantly moderated the relationships between customer orientation and sustainable competitiveness and between competitor orientation and sustainable competitiveness, this study empirically validates the theoretical proposition that adaptability enhances the effectiveness of market-driven strategies (Massiera, 2024). These results highlights that dynamic capabilities, manifested through strategic flexibility, enable firms to reconfigure resources and make rapid adjustments to align with both customer demands and competitor movements. Importantly, this moderating effect reveals that dynamic capabilities are not only valuable in turbulent markets but also within structured procurement proceedings where firms must navigate rigid compliance frameworks while responding to competitive pressures and evolving buyer expectations.





Also, the results enrich Market Orientation Theory (Narver & Slater, 1990) by reaffirming the centrality of its components customer orientation and competitor orientation in driving sustainable competitiveness. The results confirm that understanding customer needs and monitoring rival strategies remain critical for strategic success, even in public procurement undertakings dominated by formalized processes. However, the finding that functional coordination did not significantly influence sustainable competitiveness challenges traditional Market Orientation Theory assumptions, suggesting that internal alignment alone does not guarantee superior performance in regulated procurement. This result points to the need for Market Orientation Theory refinement to acknowledge that external orientation behaviors (customer and competitor orientation) may carry greater strategic weight than internal coordination in compliance-driven markets, particularly when sustainability involves economic, social, and environmental objectives.
More over the study advances theoretical integration by illustrating how Dynamic Capabilities Theory complements Market Orientation Theory in explaining organizational competitiveness. While Market Orientation Theory explains the strategic direction through systematic customer focus and competitor analysis Dynamic Capabilities Theory clarifies the mechanism for implementation, emphasizing adaptive capacity as a critical enabler. The significant moderation effects demonstrate that market orientation and dynamic capabilities are not independent theoretical domains but interdependent constructs that jointly influence organizational outcomes. Firms that combine strong market orientation with strategic flexibility are better positioned to convert market insights into actionable strategies,





adapt to regulatory constraints, and maintain a sustainable competitive advantage. This synergistic relationship suggests that competitiveness is maximized when sensing and responding (MOT) are supported by reconfiguring and transforming (DCT).
Finally, the study identifies key boundary conditions for theory application. While strategic flexibility strengthens the impact of customer and competitor orientation, its role remains contingent upon the presence of enabling factors such as digital readiness, resource availability, and institutional openness. These findings suggest that dynamic capabilities, such as strategic flexibility, are necessary but not sufficient to achieve sustainable competitiveness in isolation. Their effectiveness is contingent upon the presence of complementary enablers, including institutional support systems and technological infrastructure. This underscores the need for theoretical refinements in both the Market Orientation Theory and the Dynamic Capabilities Theory, integrating contextual factors such as regulatory frameworks and digital capabilities into their core assumptions to better explain competitive outcomes in highly regulated and resource-constrained environments like public procurement.


6.4.2 [bookmark: 6.4.2__Contextual_Implications_of_the_St][bookmark: _bookmark115]Contextual Implications of the Study

The findings of this study carry significant contextual implications for special group SMEs operating within Tanzania’s public procurement. The results point out the complexity of achieving sustainable competitiveness in an environment characterized by stringent regulatory frameworks, limited resource availability, and institutional rigidity. While market orientation particularly customer and competitor orientation





emerged as critical strategic dimensions for enhancing competitiveness, their practical effectiveness is shaped by contextual constraints that influence how these orientations are implemented.
First, the evidence that customer orientation positively influences sustainable competitiveness indicates that SMEs that actively engage in understanding and meeting customer needs can improve their tender success and service delivery in public procurement markets. However, the implementation of customer-centric strategies in this context often encounters challenges such as rigid tendering processes and limited flexibility in modifying proposals once bids are submitted. These constraints suggest that while customer orientation remains valuable, its contribution is maximized only when procurement systems allow for adaptive responses and feedback integration. Hence, public procurement authorities should consider revising tendering guidelines to incorporate mechanisms that enable suppliers to demonstrate customer-focused innovations within the compliance framework.
Second, the study highlights the critical role of competitor orientation in shaping sustainable competitiveness under competitive bidding conditions. The ability of SMEs to monitor competitors’ strategies, pricing, and performance offers an important advantage in preparing winning bids. Nevertheless, the institutional context limits the extent of strategic collaboration or co-opetition, which is increasingly emphasized in global literature as a means of driving shared innovation and sustainability. This calls for contextual reforms that promote knowledge-sharing





platforms and competitive intelligence systems, which can help SMEs compete more effectively without breaching ethical or regulatory norms.
The moderating effect of strategic flexibility on customer and competitor orientation further points to the importance of adaptive capabilities in this highly regulated environment. While strategic flexibility enables firms to reconfigure resources and respond to external changes, its utility in public procurement is often curtailed by bureaucratic procedures and compliance requirements.
For SMEs in Tanzania, this finding implies that investments in strategic flexibility such as training for dynamic decision-making, resource reallocation, and rapid innovation must be supported by institutional mechanisms that reduce procedural rigidity. Policymakers should consider introducing regulatory provisions that encourage agile practices without compromising transparency and fairness.
Finally, the non-significant moderation of strategic flexibility in the functional coordination–competitiveness relationship emphasizes the limitations of traditional internal coordination mechanisms in influencing sustainable outcomes within this context. SMEs must therefore look beyond internal efficiency toward external adaptability and capability integration.
The findings collectively call for a dual approach: strengthening the internal strategic capabilities of SMEs while simultaneously addressing systemic barriers in the procurement ecosystem to create an enabling environment for competitive sustainability.





6.4.3 [bookmark: 6.4.3___Policy_Implications_of_the_Study][bookmark: _bookmark116]Policy Implications of the Study

The findings of this study offer several important policy implications for enhancing the performance and participation of special group SMES, particularly women, the elderly, youth, and disabled-owned enterprises within public procurement systems. These implications are relevant for policy-makers, procurement authorities, SMEs development agencies, and other institutional stakeholders seeking to promote inclusive economic development through strategic procurement reforms.
First, the demonstrated positive relationship between customer orientation and sustainable competitiveness supports the need for capacity-building policies that enhance SMEs’ market orientation. Public agencies should develop and fund targeted training programs, strategic marketing workshops, and mentorship initiatives aimed at equipping SMEs with capabilities in customer analysis, market scanning, and tender responsiveness (Narver & Slater, 1990; Bankole et al., 2022).
Second, the finding that competitor orientation significantly enhances competitiveness suggests that market intelligence plays a critical role in procurement success. However, many SMEs lack access to reliable information on competitor activities, pricing trends, and market dynamics. Therefore, procurement authorities such as the Public Procurement Regulatory Authority (PPRA) should establish centralized e-procurement platforms and knowledge-sharing portals that disseminate aggregated market intelligence. These platforms can include anonymized benchmarking data, tender trends, and price analysis, helping SMEs make informed strategic  decisions  without  compromising  transparency  and  fairness.  Such





interventions would empower SMEs to craft competitive proposals aligned with client expectations, thus enhancing their procurement success rates.
Thirdly, given the study’s finding that strategic flexibility significantly enhances the effect of competitor orientation yet remains constrained by structural barriers, there is a clear need for policy efforts that promote digital and innovation capabilities. Governments should facilitate access to e-procurement platforms, digital customer relationship management (CRM) tools, artificial intelligence-driven analytics, and mobile tendering applications through subsidies, tax incentives, or innovation grants (Akbar, 2024; Chen et al., 2020). Additionally, integrating special group SMEs into national innovation frameworks via incubators, vouchers, and technical assistance can cultivate the dynamic capabilities needed for long-term competitiveness.
Fourth, the insignificant role of functional coordination in driving sustainable competitiveness suggests that public procurement evaluation criteria may need reform. Current procurement practices often emphasize compliance and procedural conformity over strategic value. Therefore, policy-makers should revise tender evaluation frameworks to incorporate innovation, customer responsiveness, and service quality as core scoring components (Maurer, 2022). This would shift procurement practices from being primarily transactional to strategically developmental, incentivizing SMEs to invest in strategic alignment and long-term capability building.
Fifth, the study highlights the continued structural disadvantages facing special group SMEs. To address these barriers, policies must institutionalize inclusive procurement mechanisms such as set-asides, preferential scoring systems, and quota-based





allocations. These affirmative action tools have proven effective in increasing participation rates and leveling the playing field in other procurement settings (World Bank, 2022). Further, simplifying registration, qualification, and bidding procedures through digitalization and standardized documentation would reduce administrative burdens and encourage broader SMEs engagement.
Finally, the implementation of these policy measures requires coordinated action among various stakeholders. Effective support for SMEs demands collaboration between procurement regulators, SMEs development institutions, academia, and the private sector. Joint initiatives such as public-private supplier development programs, e-procurement training, and capacity assessment frameworks can ensure that special group SMEs are not only able to access public procurement opportunities but are also equipped to deliver competitively and sustainably (Tammi et al., 2014; Khan et al., 2022).


6.5 [bookmark: 6.5__Study_Recommendations][bookmark: _bookmark117]Study Recommendations

Drawing from the study’s findings, several recommendations are proposed to enhance the sustainable competitiveness of SMEs engaged in public procurement.


6.5.1 [bookmark: 6.5.1__Influence_of_Customer_Orientation][bookmark: _bookmark118]Influence of Customer Orientation on Sustainable Competitiveness

The study established that customer orientation significantly contributes to SMEs ability to remain competitive in the public procurement environment. This finding supports the Market Orientation Theory, which emphasizes the importance of





understanding and addressing customer needs as a foundation for achieving long- term competitive advantage.
It is recommended that SMEs development programs prioritize customer engagement capacity by offering training on customer relationship management, market research, and service customization. Moreover, procurement authorities should recognize and incentivize SMEs that demonstrate responsiveness to client needs, perhaps by integrating customer satisfaction indicators into procurement evaluations.
Digital platforms that enable real-time feedback from public sector clients could further enhance SMEs ability to align their offerings with procurement expectations.


6.5.2 [bookmark: 6.5.2_Influence_of_Competitor_Orientatio][bookmark: _bookmark119]Influence of Competitor Orientation on Sustainable Competitiveness

The results show that competitor orientation also has a significant positive effect on sustainable competitiveness. SMEs that systematically monitor and respond to competitor behavior are more likely to adopt adaptive strategies, innovate, and improve performance. Therefore, SMEs should be supported in developing capabilities for market intelligence, benchmarking, and competitive analysis.
This can be achieved through tailored entrepreneurial training programs that include modules on strategic positioning, innovation tracking, and performance comparison. Industry associations and support agencies can also play a role by facilitating peer- learning networks and platforms for sharing insights on market trends and procurement strategies.





6.5.3 [bookmark: 6.5.3__Influence_of_Functional_Coordinat][bookmark: _bookmark120]Influence of Functional Coordination on Sustainable Competitiveness The study found that functional coordination did not significantly influence sustainable competitiveness. However, this does not negate its potential value. The lack of statistical significance suggests that current coordination practices may be too operational or compliance-driven to impact strategic outcomes. It is therfore recommended that SMEs reconfigure their internal coordination mechanisms to go beyond routine administrative tasks and support cross-functional collaboration aligned with strategic goals. This transformation would require capacity building in strategic planning, knowledge sharing, and the adoption of integrated management systems such as ERP tools. Additionally, SMEs should be encouraged to establish communication frameworks that promote alignment between procurement, finance, and operations functions to support agile decision-making.


6.5.4 [bookmark: 6.5.4__Moderating_Role_of_Strategic_Flex][bookmark: _bookmark121]Moderating Role of Strategic Flexibility

The study confirmed its significant role in strengthening the relationship between market orientation (especially competitor orientation) and sustainable competitiveness. This shows the importance of strategic flexibility as a dynamic capability that enables firms to adapt quickly to market changes and procurement requirements. To promote strategic flexibility, interventions should aim to improve SMEs innovation capacity, contingency planning, and responsiveness to shifting regulatory environments. Policy frameworks should support these capabilities by providing access to digital tools, innovation grants, and capacity-building programs focused on strategic agility. Furthermore, SMEs should be trained in adaptive





planning and scenario-based forecasting to improve their responsiveness and long- term sustainability.
Hence, enhancing sustainable competitiveness in public procurement requires an integrated approach that combines internal SMEs capabilities with supportive institutional and policy environments. This study highlights the need for a coordinated response across multiple levels organizational, contextual, and systemic, to enable special group SMEs to thrive in competitive and regulated procurement markets.


6.6 [bookmark: 6.6__Limitations_and_Delimitations_of_th][bookmark: _bookmark122]Limitations and Delimitations of the Study

Despite offering valuable insights, this study has several limitations and delimitations that must be acknowledged for a clearer interpretation of the results.
First, the study is delimited to special group SMEs namely, enterprises owned by youth, women, and persons with disabilities operating within the Tanzanian public procurement sector. This purposeful focus provides a detailed understanding of a unique and policy-relevant group but limits the generalizability of the findings to other types of SMEs or to enterprises operating in non-procurement sectors or different countries.
Second, the study utilized a cross-sectional design, collecting data at a single point in time. While this allows for snapshot analysis of the relationships between market orientation, strategic flexibility, and sustainable competitiveness, it restricts causal interpretations. Given that constructs such as strategic flexibility and competitive





advantage evolve dynamically, a longitudinal study design could better capture these shifts and interactions over time.
Third, the data was self-reported by SMEs managers or representatives, which may introduce common method bias or social desirability effects. Although statistical techniques were used to address these concerns, the reliance on a single informant type still poses validity concerns. A more rigorous design involving multiple data sources, such as procurement records, customer evaluations, or external audits, would strengthen future studies.
Fourth, while this study included strategic flexibility as a moderating variable, it did not explore other potential moderators or mediators, such as technological readiness, innovation capability, or institutional frameworks. These constructs may also influence the strength or direction of the relationships explored and are worth investigating in future studies.
Lastly, the use of quantitative analysis via Structural Equation Modeling (SEM) provided empirical robustness but limited exploration of underlying organizational processes and contextual nuances. Consequently, qualitative or mixed-methods approaches could complement the statistical results and offer deeper insight into how market orientation is operationalized in practice within SMEs participating in public procurement.


6.7 [bookmark: 6.7__Areas_for_Future_Research][bookmark: _bookmark123]Areas for Future Research

Building upon the current study's findings and acknowledging its limitations, several avenues for future research are proposed to advance understanding in this domain.





First, researchers should consider replicating this study in other contexts, including non-special group SMEs, different sectors (e.g., manufacturing, services), and across various countries or regions. This would allow for comparative insights and help assess the external validity of the proposed model across different institutional and cultural settings.
Second, future studies could adopt longitudinal research designs to explore how the constructs of market orientation, strategic flexibility, and sustainable competitiveness evolve over time. This would provide a more accurate depiction of how SMEs respond to changes in procurement policies, market dynamics, or economic shocks.
Third, expanding the model to include additional moderating or mediating variables such as digitalization, access to finance, innovation systems, or regulatory support would provide a richer understanding of the pathways through which market orientation influences competitiveness. Constructs like absorptive capacity, entrepreneurial orientation, or supply chain agility could be especially useful in this regard.
Fourth, future research may also benefit from industry-specific studies, focusing on sectors like construction, agriculture, or ICT where public procurement plays a critical role. These sectoral studies could reveal unique enablers and constraints that shape SMEs performance outcomes.
Finally, qualitative research such as case studies, interviews, or ethnographic fieldwork could be employed to uncover the internal decision-making processes, learning mechanisms, and leadership behaviors that influence how strategic flexibility is developed and leveraged. Such insights would enrich the conceptual





framework and offer practical guidance for SME development programs and procurement policy interventions.
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Appendix 1: Questionnaire
My name is Denis Kawishe. Researching “Impact of Market Orientation on Sustainable Competitiveness of Special Group SME' in Public Procurement: The Moderating Role of Strategic Flexibility” in partial fulfillment of the award of PhD degree of the Open University of Tanzania. I kindly request you to respond to the questions herein. Please note that all information collected will be used for academic purposes only and treated with utmost Confidentiality. Thank you in advance.
PART A: GENERAL INFORMATION

1. Under which category does your special group fall

a) Women group

b) Youth group

c) People with disability group

2. Indicate the nature of activity that your firm performs (Please tick one)

a) Supply of goods	(	)

b) Supply of Consultancy Services	(	)

c) Supply of non-consultancy services	(	)

d) Works	(	)

3. What is the value of your company’s capital investment (in TZS)? (Please tick one)
a) Below 5 Million	(	)

b) above 5 to 50 Million	(	)

c) Above 50 to 100 Million	(	)





d) Above 100 Million	(	)

4. Most of our firm’s income is generated from (please tick one)

a) Private tenders	(	)

b) Public tenders	(	)

5. For how many years has your business registered as Special group SME? (please tick one)
a) Less than 1 year	(	)

b) Less than 3 years	(	)

c) Less than 5 years	(	)

d) Above 5 years	(	)





PART B
Please indicate the extent to which you agree or disagree with the following statements by applying a tick (√) using the following guidelines: 1 = strongly disagree; 2 = Disagree; 3 = neither agree nor disagree; 4 = agree; 5 = strongly agree. OR 1 = Not at all; 2 = Slightly; 3 = Moderately; 4 =Very much; 5
=Completely

	SN
	STATEMENT
	RESPONSE

	
	Your firm's Customer Orientation
	1
	2
	3
	4
	5

	1
	We continuously try to discover additional customer needs that they are not aware of yet.
	
	
	
	
	

	2
	We anticipate what customers might need and suggest new products and services that we
could supply to them.
	
	
	
	
	

	3
	We always try to innovate our business to meet customer needs, even when we recognize the
possibility of risk.
	
	
	
	
	

	4
	We usually think about the benefits that customers receive from our products and services.
	
	
	
	
	

	5
	We closely contact lead customers and try to recognize their needs months or even years
before the majority of the market may notice them.
	
	
	
	
	

	
	Your firm's Competitor Orientation
	1
	2
	3
	4
	5

	6
	We always collect and are concerned about
competitors’ activities
	
	
	
	
	

	7
	We diagnose competitors’ goals.
	
	
	
	
	

	8
	We always track the business performance of
key competitors
	
	
	
	
	

	9
	We identify the area where our key competitors
have succeeded or failed.
	
	
	
	
	

	10
	We evaluate the strengths and weaknesses of
competitors.
	
	
	
	
	

	
	Your firm's Functional Coordination
	1
	2
	3
	4
	5

	11
	We regularly visit  current and prospective
customers
	
	
	
	
	

	12
	We	freely	discuss	our	successful	and unsuccessful customer experiences with my
partners.
	
	
	
	
	









	13
	Actors in contract implementation understand how everyone can contribute to creating customer value.
	
	
	
	
	

	14
	We always share resources with other tenderers and contractors.
	
	
	
	
	

	
	Your firm's Sustainable Competitiveness
	1
	2
	3
	4
	5

	15
	The	advantage	has	long-term	durability (Competitive advantage)
	
	
	
	
	

	16
	The company can adapt to change.
	
	
	
	
	

	17
	Information  about  company  resources  and
capabilities	is	not	easily	accessible	to competitors.
	
	
	
	
	

	18
	Company	information	is	complex	for
competitors.
	
	
	
	
	

	19
	An	excellence	strategy	requires		special coordination	of	 the	company's	combined
resources and capabilities.
	
	
	
	
	

	20
	Company	resources	and	capabilities	are
difficult for competitors to obtain
	
	
	
	
	

	21
	Possesses specialized resources
	
	
	
	
	

	22
	Have a specific capability.
	
	
	
	
	

	23
	Company resources and capabilities are not easy to imitate
	
	
	
	
	

	24
	Company resources and capabilities are not easily replaced by competitors.
	
	
	
	
	

	
	Your firm's Strategic Flexibility (Planning

Flexibility)
	1
	2
	3
	4
	5

	25
	To what extent does your organization exhibit opportunistic shifts in response to changes in
economic conditions
	
	
	
	
	

	26
	To what extent does your business recognize
and capitalize on specific opportunities as they arise
	
	
	
	
	

	27
	To what extent does your business adapt to the market entry of new competition
	
	
	
	
	








	28
	To what extent does your business adapt to
opportunistic shifts in customer needs and preferences
	
	
	
	
	

	29
	To what extent does your business adapt to the emergence of new technology that adversely affects existing businesses
	
	
	
	
	

	30
	To what extent does your business adapt to
adverse changes in government regulations
	
	
	
	
	

	
	Your firm's Strategic flexibility (Resource

Flexibility)
	1
	2
	3
	4
	5

	31
	There is a large range of alternative uses to
which our major resources can be applied.
	
	
	
	
	

	32
	The major resources can be allocated to develop, manufacture, and deliver a diverse
line of products.
	
	
	
	
	

	33
	The costs of switching from one use of our
major resources to an alternative use are low.
	
	
	
	
	

	34
	The time required to switch to an alternative
resource use is short.
	
	
	
	
	

	
	Your	firm's	Strategic	flexibility

(Coordination Flexibility)
	1
	2
	3
	4
	5

	35
	Our firm allows each unit to break normal procedures	to	maintain	flexibility	and
dynamics.
	
	
	
	
	

	36
	Our firm’s ways of management can be adapted according to different employees and circumstances.
	
	
	
	
	

	37
	We	have	a	very	smooth	communication
mechanism within our firm.
	
	
	
	
	

	38
	We	actively	change	our	strategies	and
structures to respond to external environments.
	
	
	
	
	








Thank you for participating






Appendix 2: A summary of Empirical Literature Review

	Hypothesis
	Author(s) & Year
	Objective/Focu s
	Location/Contex t
	Method/Analysi s
	Key Findings

	H1:
Customer Orientation
→ SC
	
Bankole et al. (2022)
	CO → sustainability via loyalty & differentiation
	
Nigerian SMEs (278)
	

Survey + SEM
	CO
significantly improves long- term sustainability

	
	
Tseng et al. (2018)
	
CO → market performance
	
Taiwanese SMEs
	
PLS-SEM
	CO boosts satisfaction & innovation responsiveness

	
	

Tunc (2020)
	
CO → procurement success
	

Turkish SMEs
	

Case study
	Customer customization improves bidding & renewals

	
	
Wahyuni & Astawa (2020)
	CO → innovation & standards
	
Indonesian SMEs
	
Descriptive + inferential
	Strong CO enhances innovation & compliance

	
	Liu et al. (2020); Lee &
Wei (2023)
	CO → innovation, adaptability, satisfaction
	
Asian SMEs
	
Survey
	CO strengthens innovation, adaptability & resilience

	
	
Islam & Zhe (2022)
	Advanced CO mechanisms (AI, networks, co- creation)
	
Asian SMEs
	
Mixed methods
	CO sustains long-term financial performance

	
	Flight & Mudiyanselag e (2021);
Kaburu et al. (2021)
	
CO → loyalty & efficiency
	

Global SMEs
	
Empirical surveys
	CO drives loyalty, repeat business & efficiency

	
	
Templer et al. (2020)
	CO → operational efficiency
	
SMEs
	
Conceptual + empirical
	CO streamlines processes & improves compliance

	H2:
Competitor Orientation
→ SC
	

Crick (2021)
	
CO → procurement success
	
UK SMEs (24
months)
	
Longitudinal mixed methods
	Competitor- oriented SMEs more adaptive & successful in contracts

	
	

Asikhia (2009)
	
CO → sales growth, market share
	

Nigerian SMEs
	
Survey + Regression
	Positive link between competitor orientation & performance

	
	Kim et al. (2022)
	CO + analytics
→ adaptive capabilities
	Korean SMEs (324)
	
SEM
	Competitor orientation improves








	Hypothesis
	Author(s) & Year
	Objective/Focu s
	Location/Contex t
	Method/Analysi s
	Key Findings

	
	
	
	
	
	adaptability & risk mitigation

	
	
Lee & Wang (2023)
	
CO → tendering & innovation
	
Southeast Asian SMEs (247)
	
Path analysis
	CO improves tendering & service differentiation

	
	
Bekata & Kero (2025)
	
Tested direct CO effect
	

Ethiopian SMEs
	

SEM
	No significant direct effect under weak intelligence systems

	
	
Tseng et al. (2019)
	CO → environmental innovation capability
	

Asian firms (280)
	

PLS-SEM
	CO strengthens EIC under innovation & external pressures

	
	
Sondhi et al. (2024)
	
CO → resilience in turbulence
	
Emerging market SMEs (310)
	
Mixed methods
	CO fosters proactive strategies & sustainability

	H3:
Functional Coordinatio n → SC
	
Mukhtar et al. (2020)
	
FC → competitive advantage
	
Malaysian SMEs (320)
	

Survey + SEM
	FC improves info flow, alignment & competitivenes s

	
	
Hubnerova et al. (2020)
	FC → integration & efficiency
	
Central European SMEs (210)
	
Survey + Regression
	FC enhances efficiency & market positioning

	
	

Mogaka et al. (2022)
	
FC → responsiveness, cost efficiency
	
Kenyan manufacturing (73 firms)
	

OLS regression
	FC strongly linked to competitive advantage (β=0.617, p<0.01)

	
	
Szalavetz (2018)
	
FC → sustainability trade-offs
	

European SMEs
	

Case analysis
	FC integrates sustainability goals via knowledge recombination

	
	

Waruiru et al. (2018)
	
FC & sustainability under competing priorities
	

Kenyan SMEs (186)
	
Survey + Hierarchical regression
	FC improves efficiency, but weakens under competing sustainability demands

	
	
Lopez-Torres et al. (2021)
	
FC under cost pressures
	
European SMEs (250 + 15
managers)
	

Mixed methods
	FC supports operations, but limited for strategic sustainability








	Hypothesis
	Author(s) & Year
	Objective/Focu s
	Location/Contex t
	Method/Analysi s
	Key Findings

	
	
Maurer (2022)
	FC → compliance vs innovation
	
European SMEs
	
Grounded theory
	Compliance- driven FC yields limited gains

	
	Mavengere (2013)
	IT-enabled FC
→ efficiency
	Southern African SMEs
	Case study
	IT


Source: Compiled by Researcher from Literature Review
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Appendix 5: Schedule for PhD Program
Table for Plan of Activities in PhD Program

	
Activities
	Years

	
	2021-2022
	2023-2024
	2025

	
	
	J
	F
	M
	A
	M
	J
	J
	A
	S
	O
	N
	D
	J
	F
	M
	A
	M
	J
	J
	A
	S
	O
	N
	D
	J
	F
	M
	A
	M
	J
	J
	A
	S
	O
	N

	
1
	Preparation of Concept Note and Proposal for
PhD Thesis
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2
	Defence of PhD
Proposal
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3
	Data Collection and Data
Analysis
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4
	Writing and Defence for
PhD Thesis
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	








Appendix 6: Research Budget
Table for Estimated Research Budget

	Table for Estimated Research Budget

	
SN
	Item
	Quantity
	Unity Cost
	Total Cost

	
	
	
	(TZS)
	(TZS)

	1
	Meal Allowance
	3 Years
	5,000,000
	15,000,000

	2
	Research Allowance
	3 Years
	3,500,000
	10,500,000

	3
	Software
	3 Years
	500,000
	1,500,000

	4
	Publication fee
	1 Year
	1,000,000
	1,000,000

	
5
	Books/  Internet  and  Stationary
Allowance
	3 Years
	500,000
	1,500,000

	
	Total
	N/A
	N/A
	29,500,000
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Structural Model Showing the Influence of Customer Orientation and Competitor Orientation on Sustainable Competitiveness with the Moderating Role of Strategic Flexibility
Denis Clement Kawishe1, France Aloyce Shayo2, Alban Dismas Mchopa3

1Department of Marketing, Entrepreneurship and Management, The Open University of Tanzania, Dar es Salaam, Tanzania
2Department of Planning Finance and Administration, Eastern Africa Statistical Training Centre, Tanzania
3Department of Procurement and Supply Chain Management Moshi Co-operative University, Moshi, Tanzania

Abstract:
This study investigates the influence of Customer Orientation (CU) and Competitor Orientation (CO) on Sustainable Competitiveness (SC) among special group SMEs engaged in public procurement, while examining the moderating role of Strategic Flexibility (SF). Data was collected from 393 SMEs registered with the Public Procurement Regulatory Authority (PPRA) in Tanzania, using structured questionnaires. Analysis was done through Partial Least Squares Structural Equation Modeling (PLS-SEM). Results indicate that both customer orientation and competitor orientation have significant positive effects on sustainable competitiveness. Strategic flexibility negatively moderates the relationship between competitor orientation and sustainable competitiveness, while its moderating effect on the customer orientation path was not significant. The model explains 55% of the variance in sustainable competitiveness, highlighting the important role of market orientation strategies in enhancing long-term competitiveness in public procurement contexts. The findings provide valuable insights for policymakers and SME leaders aiming to strengthen the performance of special group enterprises in dynamic procurement environments.

Keywords: Customer Orientation, Competitor Orientation, Strategic Flexibility and Sustainable Competitiveness.

I. INTRODUCTION
Sustainable competitiveness (SC) has become a central focus in both academic and policy discussions, driven by the need to align economic performance with environmental and social goals. Rooted in frameworks such as the 2030 Agenda for Sustainable Development, SC emphasizes strategies that foster long-term resilience, inclusive participation, and economic stability (Agbedahin, 2019). One specific focus of this global agenda is the integration of Special Group SMEs enterprises owned by youth, women, elders, and persons with disabilities into public procurement systems, particularly in developing economies.
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These efforts are seen as essential in reducing inequalities and promoting inclusive economic development (Nkunda, Marijani, and Jarbandhan, 2024).
In Tanzania, the Public Procurement Regulatory Authority (PPRA) has institutionalized this inclusion by defining and registering special group SMEs for preferential access to government procurement opportunities (PPRA, 2023). While these policies present a strong developmental narrative, actual implementation remains constrained by multiple challenges. Studies by Karani and Moronge (2017) and Adefare et al. (2024) highlight both opportunities and persistent barriers, including limited capabilities, market access, and institutional inefficiencies. As such, the link between participation in public procurement and achieving sustainable competitiveness remains unstable due to a lack of research.
Balancing sustainability and competitiveness poses a challenge for these enterprises. Despite policy support, many firms still prioritize immediate competitiveness over sustainable practices (Bentivoglio et al., 2021). Yet, in dynamic and competitive environments, sustainable practices are increasingly viewed as integral to long-term competitive advantage. This is where strategic flexibility (SF) plays a vital role. SF enables firms to adapt to rapid changes, reconfigure resources, and respond to uncertainty, features critical for SMEs operating in procurement-driven markets (Morgan et al., 2019; Brozovic, 2023; Bashir, 2023).
In this context, market orientation (MO), which focuses on understanding and responding to customer and competitor needs, has been widely recognized as a key strategic approach for firm success (Jaworski & Kohli, 1993; Narver & Slater, 1990). Market-oriented firms are better positioned to anticipate market changes, develop innovative solutions, and achieve both short-term profitability and long-term resilience. Numerous studies affirm MO’s impact on business outcomes such as innovation, learning, profitability, and performance (Rhee et al., 2010; Kumar et al., 2011; Wahyuni & Astawa, 2020; Crick, 2024). However, there is limited understanding of how MO interacts with internal capabilities like strategic flexibility to enhance sustainable competitiveness, particularly within the public procurement arena, while involving special group SMEs. Therefore, this study applies Market Orientation Theory and the Dynamic Capability Theory (DCT) to examine how customer orientation and competitor orientation impact sustainable competitiveness, and how strategic flexibility moderates these relationships.

II. LITERATURE REVIEW
Theoretical literature review
This study integrates Market Orientation Theory (Narver & Slater, 1990) and Dynamic Capability Theory (Teece et al., 1997) to explain how SMEs achieve sustainable competitiveness in dynamic settings like public procurement. Market Orientation Theory stresses understanding and responding to customer and competitor needs to enhance agility, innovation, and internal collaboration, which are crucial in regulated environments. However, it lacks focus on long-term adaptability. Dynamic Capability Theory addresses this by emphasizing a firm’s ability to sense changes, seize opportunities, and reconfigure resources amid volatility (Teece, 2009). This is vital for SMEs facing shifting policies and competitive pressures, highlighting strategic flexibility as key for sustained competitiveness (Awais et al., 2023). By combining these theories, the study examines how special group SMEs detect market signals and translate them into adaptive actions, promoting resilience and success in the evolving public procurement landscape (Morgan et al., 2020).

Empirical Literature Review
Customer Orientation and Sustainable Competitiveness
Customer Customer orientation is a pivotal organizational strategy that prioritizes the understanding and fulfillment of both current and prospective customers' needs and preferences (Narver & Slater, 1990). Within the context of public procurement, this approach entails the systematic collection and utilization of customer related information to deliver superior value-added offerings (Karttunen et al. 2024) Organizations exhibiting strong customer orientation ensure that customer intelligence is disseminated across all organizational levels, fostering continuous improvement in customer service and satisfaction (Padmanaaban et al., 2024,).
Importantly, customer orientation extends beyond addressing present demands; it also involves anticipating future customer requirements, thereby enabling enhanced value creation and delivery that contribute to sustainable competitiveness (Hilman & Kaliappen, 2013). Empirical evidence indicates a positive influence of customer orientation on firms’ innovation capabilities and overall performance, particularly when organizations actively engage with their target client segments (Woo et al., 2021). This customer-centric focus is widely regarded as a critical driver of competitive advantage and superior business outcomes (Tseng et al., 2018).
The strategic significance of customer orientation for organizations operating within public procurement frameworks is demonstrated by the consensus that a significant and positive relationship exists between firm performance and customer orientation, despite the fact that some studies report mixed results (Frambach et al., 2016; Wang, Ling et al., 2021). Based on this evidence, the following hypothesis was proposed:
H1: Customer orientation positively influences the sustainable competitiveness.
Competitor Orientation and Sustainable Competitiveness
Competitor orientation is one of the key dimensions of market orientation that entails the systematic identification, analysis, and response to the strengths, weaknesses, and strategies of current and potential competitors to attain and sustain a competitive advantage (Narver & Slater, 1990). In the context of public procurement, it is particularly important to enhance strategic responsiveness and resilience in an environment that is characterized by regulatory complexity, dynamic stakeholder demands, and increasing competition, as well as competitor orientation (Njoroge & Kinyua, 2025).
Firms with a strong competitor orientation leverage competitive intelligence to inform strategic decision making, drive product and service innovation, and align resource allocation with market dynamics. This proactive posture not only facilitates differentiation but also enables organizations to anticipate changes in the competitive landscape, thereby promoting sustainable competitiveness. Empirical studies support this assertion, highlighting the multifaceted benefits of competitor orientation in public sector contexts. For example, Kaliappen and Hilman (2013) demonstrate that competitor-oriented firms are more effective in channeling strategic resources toward high-impact areas, which directly contributes to improved competitive performance. Lopez-Torres (2023) reveals that increased competitor awareness among public procurement entities enhances their agility in responding to market disruptions and adapting to shifting stakeholder expectations. Similarly, OECD (2023) provides evidence linking competitor orientation to improved purchasing performance and innovation outcomes in public sector organizations. Isoghom and Worgu (2025) further argue that environmental responsiveness, including awareness of market competition, is a crucial determinant of supply chain competitiveness in public procurement. Collectively, these findings suggest that competitor orientation is not merely a reactive mechanism but a strategic

capability that drives innovation, supports informed decision making, and strengthens sustainable competitiveness in public procurement.
H2: Competitor orientation positively affects the sustainable competitiveness.
Moderating role of Strategic Flexibility on customer and competitor advantage
Customer Customer and competitor orientation has been widely acknowledged as a strategic driver of sustainable competitiveness across organizational contexts. However, empirical findings have shown inconsistent and context-dependent relationships between this key dimension of market orientation and firm performance outcomes (Brozovic, 2023). These inconsistencies suggest the presence of contingent factors that may influence or alter the strength and direction of this relationship. Among the most cited of such contingencies is strategic flexibility, which plays a crucial moderating role in dynamic and uncertain environments such as public procurement.
Strategic flexibility is defined as a firm’s ability to effectively adapt, reconfigure, and redeploy its resources in response to environmental shifts, market volatility, and competitive pressures (Brozovic, 2023). In public procurement, where regulatory rigidity, budgetary constraints, and fluctuating stakeholder demands are present, adaptability is crucial for organizations, particularly SMEs, to maintain a sustainable competitive edge. Organizations with high levels of strategic flexibility are better equipped to anticipate market trends, seize emerging opportunities, and mitigate risks associated with procurement disruptions or evolving customer requirements.
Morgan et al. (2019) argue that in the face of intensifying global competition, the ability to quickly reallocate resources, modify operations, and pursue alternative market approaches has become indispensable for maintaining competitiveness. Sen et al. (2023) emphasize that SMEs, due to their structural simplicity and agility, are well-positioned to leverage strategic flexibility as a competitive lever, particularly in navigating public procurement frameworks that often demand quick adaptation to policy changes and stakeholder expectations. Moreover, Guo and Cao (2014) identify strategic flexibility as a facilitator of resilience, enabling firms to respond effectively to crises and market uncertainty.
Empirical evidence reinforces the moderating role of strategic flexibility. Sen et al. (2023) found that firms operating in public procurement with strong market orientation achieved better competitive outcomes when their strategies were supported by high adaptability in resource utilization and relationship management. Lopez-Torres (2023) further reported that organizational sustainability and competitiveness are positively influenced by the ability to realign strategies and structures in response to environmental turbulence. Yet, Aabo et al. (2024) caution that although flexibility often correlates with performance improvements, such benefits are not guaranteed across all settings, and contextual fit remains a critical factor.
Additional insights from Lopez-Torres et al. (2022) indicate that sustainability-driven competitiveness is significantly enhanced by organizational structures and capabilities, such as flexibility that enables firms to implement and sustain strategic change. Jewel and Ali (2023), in their study of sustainable public procurement in Bangladesh, underscore the gap between policy and practice, advocating for strategic tools like flexibility to bridge this divide and embed sustainability more effectively.
Moreover, research conducted by Guerra and Camargo (2024) and Gligor et al. (2021) substantiates the assertion that strategic capabilities, including learning orientation and supplier adaptability, function as significant moderators or mediators in the correlation between strategic orientation and performance. In a related finding, Royo-Vela et al. (2022) demonstrate that competitor orientation enhances performance only when firms can align their strategic posture with a capacity for timely response and innovation,

reinforcing the role of adaptive mechanisms.
Taken together, the literature positions strategic flexibility as a crucial capability that amplifies the effects of customer and competitor orientation on sustainable competitiveness. It enables special group SMEs in public procurement to navigate regulatory complexity, improve responsiveness, and sustain long-term strategic performance. Accordingly, the following hypotheses are proposed:
H3: Strategic flexibility moderates the relationship between customer orientation and the sustainable competitiveness.
H4: Strategic flexibility moderates the relationship between competitor orientation and the sustainable competitiveness.
Conceptual framework
This study's conceptual framework depicts the relationships between CU and CO with SC, highlighting SF as a moderating variable that influences the strength and direction of these relationships. As shown in Figure 1
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Fig. 1: A Conceptual Framework

III. METHODOLOGY
Research Philosophy, Design, and Approach
This study adopted a positivist research philosophy to investigate the influence of customer and competitor orientation on sustainable competitiveness, moderated by strategic flexibility. Consistent with this stance, a deductive research approach was employed, beginning with theory-driven hypotheses and followed by empirical testing through quantitative methods (Rahi, 2017). The study utilized an explanatory research design to examine causal relationships among variables and applied a survey strategy using structured, closed-ended questionnaires. Data were collected cross-sectionally and analyzed using Structural Equation Modeling (SEM) to assess both direct and moderated effects, ensuring the findings were statistically robust, generalizable, and aligned with the study’s theoretical framework.
Sampling techniques and sample size
This study employed a census sampling technique, targeting all 503 Special Group SMEs officially registered by the Public Procurement Regulatory Authority (PPRA) as of January 2025. These SMEs owned by women, youth, and persons with disabilities were considered as eligible participants in Tanzania’s public procurement system. The use of a census was justified by the population’s manageable size, accessibility, and direct relevance to the research objectives. It ensured comprehensive data coverage,

eliminated sampling error, and enhanced the generalizability and validity of the findings. The unit of analysis consisted of firm-level representatives, such as managers or group leaders, with data collected through a structured, cross-sectional survey.
Data collection, analysis, and presentation
This study employed a self-administered, structured questionnaire as the primary instrument for data collection, consistent with the quantitative cross-sectional survey design. The questionnaire consisted exclusively of closed-ended items measured on a five-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree), a widely used approach for capturing perceptions in behavioral and management research (Bryman, 2016). The instrument was designed to reflect the study’s conceptual framework and was distributed to all 503 registered Special Group SMEs through both physical and digital means to ensure comprehensive population coverage. Once collected, the quantitative data were coded and processed using Statistical Package for Social Sciences (SPSS) Version 23 for descriptive statistics, and SmartPLS 4 for inferential analysis using Partial Least Squares Structural Equation Modelling (PLS- SEM). This second-generation multivariate method was chosen due to its robustness in handling small sample sizes, its flexibility with non-normal data, and its capacity to model complex relationships among latent constructs (Hair et al., 2010). The analysis followed a two-stage approach as recommended by Hair et al. (2022), beginning with the assessment of the measurement model (outer model) for reliability and validity, followed by evaluation of the structural model (inner model) through bootstrapping with 5,000 resamples to estimate path coefficients and significance levels.
Evaluation of models
The evaluation of the PLS-SEM model followed the two-step approach recommended by Hair et al. (2022), beginning with the assessment of the measurement model to ensure reliability and validity before proceeding to the structural model. For the reflective measurement model, indicator reliability was assessed through standardized loadings, which were expected to be ≥ 0.70, while convergent validity was established through Average Variance Extracted (AVE ≥ 0.50). The significance of outer loadings was evaluated using t-values and p-values obtained via bootstrapping. Once the measurement model met these thresholds, the structural model was assessed to test the hypothesized relationships between constructs. This involved evaluating the coefficient of determination (R²), which indicates the variance explained in the endogenous constructs, and predictive relevance (Q²), using blindfolding procedures. According to Hair et al. (2017, 2019), R² values of 0.75, 0.50, and 0.25 represent substantial, moderate, and weak explanatory power, respectively, while Q² values above zero indicate predictive relevance. Additionally, the significance of path coefficients, effect size (ƒ²), and multicollinearity using the Variance Inflation Factor (VIF) were examined. Collectively, these metrics confirmed the adequacy and robustness of both the measurement and structural models for empirical validation of the study’s theoretical framework.

IV. RESULTS AND DISCUSSION
The response rate achieved in this study was 78.1%, which is considered excellent by established research standards. According to Mugenda (2003), a response rate of 50% is deemed adequate for analysis, 60% is regarded as good, and a rate of 70% or higher is classified as excellent. Hence, the 78.1% response rate in this study satisfies the basic criteria for reliable and precise analysis. As presented in Table 1, a high level of participation not only enhances the credibility of the findings but also ensures that the collected data is sufficiently representative of the target population, thereby strengthening the generalizability and robustness of the study outcomes.

Table 1: Respondent rate
	Type of Respondent
	Expected	Actual
	Percent

	Representatives of Registered Special
Groups
	503	393
	78.13


Source: Data analysis (2025)

Reflective Measurement Models
[image: ]The initial phase in evaluating the reflective measurement model involves assessing indicator reliability through standardized factor loadings. Hair et al. (2019) recommend a threshold of 0.70, which suggests that the latent construct accounts for at least 50% of the indicator’s variance, thereby confirming acceptable item reliability. As demonstrated in Figure 1, the majority of the indicators met or exceeded this threshold, affirming their reliability. One exception was the indicator SFC, which recorded a loading of 0.494. Although this value falls below the recommended cutoff, the indicator was retained based on theoretical justification and the overall adequacy of the construct’s composite reliability and average variance extracted (AVE). Its removal would not substantively enhance model validity or reliability, thus supporting its inclusion.
















Figure 1: Measurement (Outer) model Internal Consistency Reliability
The internal consistency reliability, demonstrated strong and valid construct measurement with CR values between 0.827 and 0.946 and AVE above 0.50 for all constructs, while Strategic Flexibility’s slightly lower Cronbach’s Alpha of 0.693 remained acceptable within social science standards.

Table 2: Internal consistency reliability
	
	Cronbach's
alpha
	Composite reliability
(rho_a)
	Composite reliability
(rho_c)
	Average	variance
extracted (AVE)

	CO
	0.930
	0.932
	0.946
	0.746




	CU
	0.923
	0.941
	0.940
	0.725

	SC
	0.886
	0.910
	0.917
	0.691

	SF
	0.693
	0.817
	0.827
	0.628


Source: Data analysis (2025)

Discriminant Validity Analysis
Discriminant validity was assessed using the Heterotrait-Monotrait ratio (HTMT), as recommended by Franke and Sarstedt (2019). As shown in Table 3, all HTMT values fall below the conservative threshold of 0.85, suggesting that the constructs are empirically distinct. Specifically, HTMT values ranged from
0.038 to 0.762. The relatively high HTMT value between SF and SC was (0.762), which is still within acceptable bounds, indicating adequate discriminant validity. These results support the conclusion that the latent constructs measured in this study are conceptually and statistically distinct.

Table 3: HTMT ratio
	
	CO
	CU
	SC
	SF
	SF x CU
	SF x CO

	CO
	
	
	
	
	
	

	CU
	0.176
	
	
	
	
	

	SC
	0.377
	0.396
	
	
	
	

	SF
	0.124
	0.228
	0.762
	
	
	

	SF x CU
	0.076
	0.038
	0.204
	0.237
	
	

	SF x CO
	0.073
	0.078
	0.235
	0.167
	0.125
	


Source: Data analysis (2025)

Assessment of the structural model
After the confirmation of the measurement model's reliability and validity, the next step in Partial Least Squares Structural Equation Modeling (PLS-SEM) involves assessing the structural model. This assessment aims to evaluate the hypothesized relationships between constructs and determine the extent to which the theoretical model is supported by the empirical data. As outlined by Hair et al. (2019), the structural model evaluation is guided by several key criteria: the coefficient of determination (R²), which quantifies the variance in endogenous constructs explained by exogenous variables; the predictive relevance (Q²) obtained through blindfolding procedures; and the statistical significance and relevance of the path coefficients, which reflect the strength and direction of hypothesized relationships.

Collinearity Statistics Variance Inflation Factor (VIF) Inner Model Statistics
To assess potential multicollinearity within the inner structural model, including both main effects and interaction terms, the Variance Inflation Factor (VIF) was examined. VIF values indicate the extent to which the variance of an estimated regression coefficient is increased due to collinearity among predictor constructs. As recommended by Hair et al. (2019), VIF values below 5 suggest that multicollinearity is not a critical issue, whereas values above this threshold may signal potential distortion in the estimation of path coefficients. The collinearity diagnostics for the structural model are presented in Table 4.

Table 4: Model statistics
	Construct
	VIF

	CO
	1.051

	CU
	1.076

	SC
	

	SF
	1.108

	SF x CO
	1.065

	SF x CU
	1.048


Source: Data analysis (2025)
VIF values ranged from 1.048 to 1.108, well below the threshold of 5, indicating no multicollinearity concerns and ensuring stable, reliable path coefficient estimates.

Coefficient of determination (R²)
The coefficient of determination (R²) shown in Figure 2 indicates the structural model’s explanatory power by representing the variance in each endogenous construct explained by its exogenous variables, with higher R² values reflecting stronger model performance (Hair et al., 2019; Henseler et al., 2018; Cohen, 1988).
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Figure 2: Coefficient of determination (R²)

Results from the PLS-SEM analysis revealed that the model accounted for 55% of the variance in Sustainable Competitiveness, indicating a moderate to substantial level of explanatory power based on Hair et al.’s classification.

Assessment of the Effect Size of the Coefficient of Determination (f2)
Following the assessment of R², the effect size (f²) was examined to determine the relative impact of each exogenous variable on the endogenous construct by assessing the change in R² when the variable is mitted), as shown in Table 5. According to Cohen’s (1988) guidelines, f² values of 0.02, 0.15, and 0.35 represent small, medium, and large effects, respectively, while values below 0.02 indicate negligible
impact.

Table 5: Effect Sizes of the Coefficient of Determination
	Construct
	Effect size f2
	Decision

	CO
	0.146
	Medium

	CU
	0.093
	Small

	SC
	
	

	SF x CU
	0.573
	High

	SF x CO
	0.040
	Small


Source: Data analysis (2025)

The findings indicate that SF has the strongest impact on Sustainable Competitiveness, with a large effect size (f² = 0.573), highlighting its critical role in enabling special group SMEs to adapt and sustain competitive advantage in public procurement.

Assessment of Predictive Relevance (Q2)
The model has appropriate predictive power for sustainable competitiveness, as evidenced by predictive relevance values above zero obtained using Stone-Geisser’s Q2 statistic through the blindfolding process (Table 6).

Table 6: PLSpredict MV - Summary Overview
	
	Q²predic t
	PLS- SEM_RMS
E
	PLS- SEM_MA
E
	LM_RMS E
	LM_MA E
	IA_RMS E
	IA_MA E

	SC
1
	0.324
	0.870
	0.613
	0.889
	0.606
	1.059
	0.841

	SC
2
	0.386
	0.778
	0.546
	0.796
	0.542
	0.993
	0.804

	SC
3
	0.565
	0.571
	0.408
	0.575
	0.414
	0.865
	0.705

	SC
4
	0.199
	1.117
	0.791
	1.135
	0.787
	1.249
	0.965

	SC
5
	0.337
	0.815
	0.595
	0.836
	0.585
	1.001
	0.824


Source: Data analysis (2025)

Q² was assessed using the PLSpredict/CVPAT approach, which showed positive Q²predict values for all Sustainable Competitiveness indicators (SC1–SC5), ranging from 0.199 to 0.565, while RMSE and MAE comparisons showed that the PLS-SEM model performs similarly to or better than the linear model and exceeds the idealistic benchmark, thereby demonstrating robust predictive accuracy and practical utility (Hair et al., 2019).

Path Coefficient and Hypothesis testing
The final structural model evaluation involved analyzing path coefficients to test hypothesized relations

hips, using a non-parametric bootstrapping procedure with 5,000 resamples to estimate significance metrics, where coefficients closer to ±1 indicate stronger effects and relationships with T-values above 1.645 or 1.96 and P-values below 0.05 were deemed statistically significant, thus validating the theoretical model as shown in Figure 3.
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Figure 3: Bootstrapping; T Statistics (|O/STDEV|)

After confirming that the measurement model met the required psychometric standards, the analysis advanced to evaluating the structural model, where the significance of direct effect hypotheses (H1 to H4) was assessed through the structural path model, with results presented in Figure 3 and Table 7.

Table 7: Assessment of Structural Model Direct Relationships and Moderating Variables
	Hypothesis
	Path relationship
	Sample mean
(M)
	Standard deviation
(STDEV)
	T	statistics (|O/STDEV|)
	P
values

	H1
	CU -> SC
	0.216
	0.039
	5.438
	0.000

	H2
	CO -> SC
	0.262
	0.037
	6.999
	0.000

	H3
	SF x CU -> SC
	-0.051
	0.034
	1.464
	0.143

	H4
	SF x CO -> SC
	-0.139
	0.040
	3.369
	0.001


Source: Data analysis (2025)

Key
H1: Customer orientation positively influences the sustainable competitiveness of special group SMEs in public procurement.
H2: Competitor orientation positively affects the sustainable competitiveness of special group SMEs in public procurement.
H3: Strategic flexibility moderates the relationship between customer orientation and sustainable competitiveness of special group SMEs in public procurement.
H4: Strategic flexibility moderates the relationship between competitor orientation and sustainable competitiveness of special group SMEs in public procurement.
The study on the sustainable competitiveness of special group SMEs in public procurement employed a structural model to test four hypotheses, Bringing out underlying complexities dynamics across market orientation dimensions. Findings confirmed a significant positive effect of customer orientation on sustainable competitiveness (M = 0.216, T=5.438, p = 0.000), supporting Hypothesis 1, and similarly validated Hypothesis 2 with a strong link between competitor orientation and competitiveness (M = 0.262, T= 6.999, p = 0.000). Regarding moderation effects, Hypothesis 3 was not supported due to the non- significant interaction between strategic flexibility and customer orientation (M = –0.051, T=1.464, p = 0.143), suggesting that strategic flexibility does not alter this relationship. In contrast, Hypothesis 4 was accepted, with strategic flexibility significantly moderating the link between competitor orientation and sustainable competitiveness (M = –0.166, T= 3.369, p = 0.001), indicating its critical role in enhancing strategic responses to competitive pressures.
Findings confirmed a significant positive effect of customer orientation on sustainable competitiveness (T=5.438, p=0.000), supporting H1, and similarly validated H2 with a strong link between competitor orientation and competitiveness (T= 6.999, p = 0.000). Regarding moderation effects, H3 was not supported due to the non-significant interaction between strategic flexibility and customer orientation (T=1.464, p = 0.143), suggesting that strategic flexibility does not alter this relationship. In contrast, H4 was accepted, with strategic flexibility significantly moderating the link between competitor orientation and sustainable competitiveness (T= 3.369, p = 0.001), indicating its critical role in enhancing strategic responses to competitive pressures.
The empirical results of this study indicate that sustainable competitiveness is significantly and positively influenced by customer orientation in the special group of small and medium-sized enterprises (SMEs) that participate in public procurement. This finding provides strong support for the first hypothesis and validates the core idea of Market Orientation Theory, which holds that a company's capacity to predict, comprehend, and successfully address consumer wants is a key component of sustainable competitive advantage.
Positioned as a dynamic organizational capability, customer orientation helps SMEs to improve service delivery, maintain strategic alignment with market expectations, and demonstrate flexibility in changing procurement environments. In the complex regulatory structures and performance requirements of public sector procurement, where responsiveness to end-user needs can be a leading competitive factor, these qualities are particularly important for SMEs.
The findings are consistent with an earlier empirical study by Tseng et al. (2018), which highlights how customer orientation improves overall performance and environmental sustainability by balancing organizational actions with stakeholder expectations. Similarly, Woo et al. (2021) demonstrate that customer-focused strategies significantly improve innovation capacity, which in turn strengthens firm

performance and resilience. Padmanaaban et al. (2024) extend this perspective by validating the innovation as a mediating role in the customer orientation competitiveness nexus, particularly within the context of emerging markets characterized by volatility and constrained institutional support. Furthermore, Mahmood and Khan (2023) emphasize the benefits of combining consumer orientation with corporate social responsibility. They point out that this combination strengthens stakeholder loyalty and trust, both of which are necessary for establishing long-term competitive balance.
The study found out that the second hypothesis substantiates and reinforces the proposition that strategic attentiveness to competitive dynamics is essential for achieving and sustaining a competitive edge, particularly in highly regulated and performance-sensitive procurement environments. From a conceptual standpoint, competitor orientation serves as a strategic capacity that empowers businesses to deliberately observe, analyze, and react to market trends and competitor actions. Such an approach improves market foresight, helps SMEs make better strategic decisions, and maximizes success in competitive bidding procedures as they navigate the complexities of public procurement. These capabilities collectively contribute to long-term organizational resilience and competitiveness.
The results align with prevailing trends in current research. For instance, according to Njoroge and Kinyua (2025), competitor awareness is a crucial facilitator of organizational growth and profitability, underscoring the importance of strategic orientation in generating competitive advantage. At the same time, Lopez-Torres (2023) shows that SMEs focused on sustainability outperform their less responsive competitors when they incorporate competitive knowledge into their operational frameworks. Furthermore, Isoghom and Worgu (2025) contend that improving supply chain competitiveness in the context of public procurement requires environmental responsiveness and market knowledge, both of which include aspects of competitor orientation.
The findings showed a complex pattern of moderation: SF significantly influenced the CO–SC connection, but its interaction with CU was not statistically significant, suggesting that the two strategic orientations had distinct effects. This implies that although customer orientation remains a valuable internal capability, its competitive impact is not necessarily enhanced by strategic flexibility in highly regulated procurement contexts. This finding echoes prior studies (e.g., Pekovic & Rolland, 2016), which argue that the effectiveness of customer orientation may depend on contextual enablers such as technological infrastructure, market fluidity, and institutional autonomy factors often limited in SMEs operating under public procurement constraints.
On the other hand, the moderation effect of SF on the CO-SC relationship was statistically significant, supporting Hypothesis 4. This suggests that SMEs possessing higher levels of strategic flexibility are better positioned to transform competitor insights into adaptive strategies, thereby achieving sustainable competitive advantage. This outcome aligns with the work of Khan et al. (2022) and Yang et al. (2022), who position SF as a dynamic capability that enhances the responsiveness and resource reconfiguration needed to capitalize on market intelligence. Moreover, in public procurement settings, where competitive benchmarking and agile response are critical, SF enables SMEs to recalibrate bids and strategies more effectively (Tammi et al., 2014). These results reinforce broader theoretical assertions (e.g., Brozovic, 2023; Morgan et al., 2019) that strategic flexibility is instrumental in enabling firms to navigate environmental uncertainty, particularly when paired with competitive awareness.

IV. CONCLUSION
This study confirms that both customer and competitor orientation are essential for driving sustainable

competitiveness among special group SMEs in public procurement. Customer orientation enhances service delivery and market alignment, while competitor orientation supports adaptability and strategic decision-making. Strategic flexibility plays a key moderating role, significantly strengthening the impact of competitor orientation but not customer orientation likely due to institutional and technological constraints. SMEs should prioritize integrating competitor orientation with strategic flexibility, while policymakers are encouraged to reduce structural barriers and enhance technological support to maximize the benefits of customer orientation. Future studies should examine how senior management may help SMEs with limited resources build dynamic skills. This includes how leadership development can improve agility, innovation, and change management. Longitudinal and comparative research across industries or geographical areas may also provide information about environmental influences and the long-term effects of these capacities on the sustainability and resilience of SMEs.
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ABSTRACT
This study investigates the effects of customer orientation, competitor orientation, and functional coordination on the sustainable competitiveness of Tanzanian special group Small and Medium Enterprises (SMEs), while assessing the moderating role of strategic flexibility. Although market orientation is often conceptualized as a unified construct, this paper adopts a component-level approach to evaluate the distinct contributions of each dimension within a highly regulated procurement environment. Data from 393 SMEs owned by youth, women, and persons with disabilities were analyzed using PLS-SEM. Findings reveal that customer orientation and competitor orientation significantly enhance sustainable competitiveness, whereas functional coordination shows no significant effect. Moreover, strategic flexibility demonstrates a negative moderation on the competitor orientation competitiveness link and an insignificant effect on the customer orientation path, underscoring its complex role in regulated markets. These insights highlight the need for strategic interventions that strengthen adaptive capabilities alongside market-driven strategies. The study offers practical implications for SME policy, capacity building, and procurement reform in developing economies.
Keywords: Customer orientation, Competitor orientation, Functional coordination, Strategic flexibility, Sustainable competitiveness, public procurement, Special group SMEs.

1. INTRODUCTION
Small and medium-sized enterprises (SMEs) have long been recognized as pivotal actors in fostering inclusive economic development, particularly in developing economies where they contribute significantly to employment, innovation, and local value creation (Muriente, 2025; OECD, 2018). Tanzania has implemented targeted policy interventions to ensure that women, youth, and persons with disabilities are included in public procurement. Legal reforms, including the amendment of the Public Procurement Act (PPA) in 2016, institutionalized preferential treatment mechanisms to enhance access to procurement opportunities for these marginalized groups (PPA Act, 2016). However, despite these supportive regulatory frameworks, many special group SMEs struggle to achieve long-term growth, competitiveness, and sustainability (Kweka & Sooi, 2020).
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Strategic orientations, particularly market orientation, are widely cited as essential for improving SME competitiveness. Market orientation (MO) is conceptualized as a firm’s ability to understand and respond to market conditions through customer orientation, competitor orientation, and functional coordination (Narver & Slater, 1990; Kohli & Jaworski, 1990). These dimensions enable firms to align strategies and resource configurations with changing external demands. Nonetheless, most research treats MO as a unified construct, with limited empirical exploration of its individual components especially in highly regulated environments such as public procurement (Grandia & Volker, 2023). This simplification overlooks nuanced interactions between strategic behaviors and institutional constraints.
Public procurement in Tanzania creates a unique context marked by bureaucratic processes, high compliance requirements, and limited strategic discretion for SMEs. In such conditions, the impact of MO dimensions may vary: customer orientation (CU) aligns firms with buyer expectations, competitor orientation (CO) facilitates strategic positioning, while functional coordination (FC) supports internal alignment. However, internal coordination often remains compliance-driven, limiting strategic impact unless complemented by agility and innovation.

To address this, the study incorporates strategic flexibility (SF) the firm’s capacity to adapt strategies and operations in response to environmental shifts as a moderating variable. Strategic flexibility is critical in constrained environments, as it enhances responsiveness and dynamic adjustment, potentially amplifying or diminishing the effects of market orientation on competitiveness (Zhou & Wu, 2010). Understanding this interaction provides a more comprehensive perspective on how SMEs can sustain competitiveness under regulatory constraints.

2. LITERATURE REVIEW
2.1 Theoretical Literature review
Market Orientation theory (MOT) provides a strategic lens through which firms can achieve superior performance by aligning their internal processes with external market demands, primarily through customer orientation, competitor orientation, and inter-functional coordination (Narver & Slater, 1990; Kohli & Jaworski, 1990). Traditionally, MOT has been treated as a unified construct; however, emerging scholarship emphasizes the need to disaggregate its dimensions to better understand their distinct strategic roles across varying contexts (Didonet et al., 2016). In regulated environments such as Tanzania’s public procurement system particularly among SMEs owned by special groups MOT offers valuable insights into how firms can navigate institutional constraints to enhance sustainable competitiveness (Israel, 2019; Panga & Kazungu, 2015). For instance, customer orientation enables SMEs to meet procurement expectations and build trust with public entities, competitor orientation informs strategic bidding and positioning, while inter-functional coordination fosters internal synergy though its impact may be muted unless paired with innovation-driven practices (Zehir et al., 2019). By unpacking MOT into its core components, this study contributes to theory by identifying which strategic behaviors most significantly influence SME performance in policy-driven, inclusion-based economies, thereby addressing a critical gap in the contextual application of MOT.





Dynamic Capability Theory (DCT) extends this perspective by emphasizing a firm’s ability to integrate, build, and reconfigure internal and external competencies to address rapidly changing environments (Teece et al., 1997). Dynamic capabilities operate through sensing opportunities and threats, seizing opportunities, and transforming resources to sustain long-term performance. In public procurement contexts characterized by compliance demands and bureaucratic rigidity, dynamic capabilities such as SF become critical in enabling SMEs to adjust strategies, reconfigure resources, and exploit institutional opportunities effectively. Thus, while MO provides the strategic intent to understand markets, dynamic capabilities determine the firm’s capacity to translate that intent into adaptive actions, ensuring sustainable competitiveness under uncertainty (Zhou & Wu, 2010).
By integrating these theories, the study positions market orientation as a primary strategic driver and strategic flexibility as a dynamic capability that conditions the effectiveness of MO dimensions. This theoretical synthesis supports a contingent view where sustained competitiveness depends not only on market sensing and responding but also on the firm’s ability to adapt its resource base and operational logic within a regulated procurement system.

2.2 Empirical literature review and Hypothesis Development
2.2.1 [bookmark: 2.2.1_Customer_Orientation_and_Sustainab]Customer Orientation and Sustainable Competitiveness
Empirical studies consistently affirm the strategic importance of customer orientation in enhancing firm competitiveness, particularly in dynamic and service-driven sectors. Bankole, (2022), through a quantitative survey of 311 Nigerian service firms, demonstrated that firms with robust customer- centric strategies achieved higher levels of customer loyalty and market differentiation, which translated into sustainable competitive advantage. Similarly, Tunc (2020) found that Turkish SMEs that prioritized customer needs reported significant improvements in market share and customer satisfaction, reinforcing their competitive positioning. In the context of developing economies, Tseng et al. (2018) emphasized that aligning firm strategies with evolving customer expectations enables SMEs to respond effectively to market volatility and institutional pressures. These findings collectively suggest that customer orientation fosters adaptability, value creation, and client trust critical elements for SMEs navigating procurement systems. However, most existing studies have not examined this relationship within public procurement environments, where compliance and regulatory constraints may influence how customer orientation translates into competitive advantage. H1: Customer orientation is positively and significantly related to sustainable competitiveness among special group SMEs in public procurement.

2.2.2 [bookmark: 2.2.2_Competitor_Orientation_and_Sustain]Competitor Orientation and Sustainable Competitiveness
Competitor orientation, a core element of market orientation, reflects a firm’s ability to monitor and respond to rivals’ strategies and actions (Narver & Slater, 1990). In regulated contexts like public procurement, this capability helps SMEs, particularly special group SMEs, improve bidding strategies, anticipate market changes, and ensure compliance. Empirical studies consistently report its positive influence on performance. For example, Crick (2021) found that competitor-oriented UK SMEs enhanced adaptability and contract success. Similarly, Asikhia (2009) confirmed its link to growth and market share among Nigerian SMEs. Advanced analyses, such as Kim et al. (2022) and Lee and Wang (2023), revealed that competitor orientation strengthens adaptive




capacity and stimulates innovation when integrated with knowledge systems. However, findings are context-dependent; Bekata and Kero (2025) reported no significant effect in Ethiopia, citing weak market intelligence systems. Overall, competitor orientation enhances strategic agility and responsiveness, supporting Market Orientation Theory in driving sustainable competitiveness in Tanzania’s public procurement. H2: Competitor orientation is positively and significantly related to sustainable competitiveness among special group SMEs in public procurement.
2.2.3 [bookmark: 2.2.3_Functional_Coordination_and_Sustai]Functional Coordination and Sustainable Competitiveness
FC, or inter-functional integration, reflects the collaboration among organizational units to create customer value (Narver & Slater, 1990). Within Market Orientation Theory, FC promotes information sharing and alignment of processes with market demands, supporting responsiveness and compliance in regulated procurement environments. Theoretically, FC should enhance SMEs’ ability to prepare accurate bids, allocate resources efficiently, and deliver quality outcomes, strengthening sustainable competitiveness. Empirical evidence, however, is mixed. Studies by Mukhtar et al. (2020) and Hubnerova et al. (2020) link FC to operational efficiency and competitive advantage through improved information flow and strategic alignment. Mogaka et al. (2022) similarly reported positive effects on responsiveness and cost efficiency. Yet, research by Waruiru et al. (2018) and Lopez-Torres et al. (2023) suggests FC’s impact weakens without complementary factors like technology adoption and innovation. In highly regulated contexts, FC alone often remains compliance-driven, limiting its strategic influence unless integrated with dynamic capabilities and market responsiveness. H3: Functional coordination is positively and significantly related to sustainable competitiveness among special group SMEs in public procurement.

2.2.4 [bookmark: 2.2.4_Strategic_Flexibility_as_a_Moderat]Strategic Flexibility as a Moderator in the MO–SC Relationship
Research on the multidimensional MO–SC link reveals mixed results, prompting scholars like Brozovic (2023) to advocate for moderators to explain unexplained variances. Moderation identifies conditions under which strategic flexibility enhances or diminishes sustainable competitiveness in public procurement. Strategic flexibility enables firms to adapt to environmental changes, mitigate risks, and maintain competitive advantage, making it critical in dynamic markets (Morgan et al., 2019; Guo & Cao, 2014). SMEs leveraging flexibility respond effectively to uncertainties, allocate resources efficiently, and explore new markets (Sen et al., 2023). Despite its strategic role, empirical findings on SF and financial outcomes remain inconclusive (Aabo et al., 2024), necessitating further inquiry. Accordingly, this study hypothesizes:
H4: SF moderates the relationship between customer orientation and sustainable competitiveness. H5: SF moderates the relationship between competitor orientation and sustainable competitiveness.
H6: SF moderates the relationship between functional coordination and sustainable competitiveness.

2.3 Conceptual Framework
This framework applies MOT, viewing MO as multidimensional (CU, CO, FC) and assessing each dimension’s effect on SC in regulated procurement contexts. DCT underpins the inclusion of




strategic flexibility as a moderator, capturing SMEs’ adaptive capacity to reconfigure resources, influencing how market orientation drives sustainable competitiveness. As figure 1
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Figure 1: Conceptual Model of the study; Source: By Authors

3. METHODOLOGY
3.1 Research Philosophy, Design and Approach
This study adopted a positivist philosophy, emphasizing objective measurement and hypothesis testing to establish causal relationships (Kumar, 2019). An explanatory research design was employed to examine how customer orientation, competitor orientation, and functional coordination influence sustainable competitiveness among special group SMEs. A cross-sectional survey approach enabled data collection at a single point, supporting efficiency and hypothesis testing (Mugenda and Mugenda, 2003). Guided by MOT and DCT, the study followed a deductive approach, moving from theory to data to validate hypothesized relationships using statistical analysis (Rahi, 2017).
3.2 Sampling techniques and sample size
This study used a census sampling technique, targeting all special group SMEs registered with PPRA. The approach ensured complete coverage of the population, minimizing sampling bias and enhancing validity. The sample size equaled the entire population of eligible SMEs, enabling accurate testing of hypothesized relationships.






3.3 [bookmark: 3.3_Data_Collection,_Analysis,_and_Prese]Data Collection, Analysis, and Presentation
Data were collected using a structured questionnaire with closed-ended items on a five-point Likert scale adapted from prior studies (Bryman, 2016). PLS-SEM was adopted for this study due to its suitability in analyzing causal relationships among latent constructs in predictive research models. Furthermore, it allows simultaneous assessment of measurement and structural models, ensuring robust estimation of path relationships and explained variance, which aligns with the study’s objective of examining the influence of market orientation dimensions on sustainable competitiveness (Hair et al., 2022; Sarstedt et al., 2020).

3.3.1 Response Rate
Out of 503 questionnaires distributed, 393 were returned, yielding a 78.1% response rate, which exceeds the 70% benchmark suggested by Mugenda (2003), ensuring data reliability and representativeness.

3.3.2 Assessment of Reflective Model
Indicator loadings should exceed 0.70 to ensure reliability (Hair et al., 2019). All loadings met this threshold except FC2 (0.688), acceptable as validity criteria were satisfied. As per figure 2.


Figure 2: Measurement (Outer) model




3.3.2.1 Internal Consistency Reliability
Internal consistency reliability was assessed using SmartPLS 4 for all constructs: CU, CO, FC, SC, and SF. Cronbach’s Alpha, rho_A, CR, and AVE met recommended thresholds (Hair et al., 2019). All CR values ranged between 0.70–0.95, and AVE exceeded 0.50, confirming strong reliability and convergent validity of the measurement model. As per table 1.
Table 1: Internal Consistency Reliability

	
	Cronbach's
alpha
	Composite
reliability (rho_a)
	Composite
reliability (rho_c)
	Average	variance
extracted (AVE)

	CO
	0.930
	0.932
	0.946
	0.746

	CU
	0.923
	0.941
	0.940
	0.725

	FC
	0.880
	0.843
	0.907
	0.664

	SC
	0.886
	0.909
	0.917
	0.691

	SF
	0.693
	0.817
	0.827
	0.628


CU showed high reliability (α = 0.930, CR = 0.946, AVE = 0.746). CO and FC also exceeded recommended thresholds, confirming validity. SC demonstrated strong internal consistency (α = 0.886, CR = 0.917, AVE = 0.691). SF, despite α = 0.693, met acceptable reliability through CR = 0.827 and AVE = 0.628.
3.3.2.2 Discriminant validity
HTMT analysis confirmed discriminant validity, with all values below 0.85. The highest (0.762 between SF and SC) remained acceptable, supporting construct distinctiveness per Sarstedt, et al. (2020). As Per table 2.
Table 2: Discriminant validity Hetetroit monetrait ratio

	
	CO
	CU
	FC
	SC
	SF
	SF x CU
	SF x CO
	SF x FC

	CO
	
	
	
	
	
	
	
	

	CU
	0.176
	
	
	
	
	
	
	

	FC
	0.061
	0.071
	
	
	
	
	
	

	SC
	0.377
	0.396
	0.093
	
	
	
	
	

	SF
	0.124
	0.228
	0.069
	0.762
	
	
	
	

	SF x CU
	0.076
	0.038
	0.035
	0.204
	0.237
	
	
	

	SF x CO
	0.073
	0.078
	0.074
	0.235
	0.167
	0.125
	
	

	SF x FC
	0.034
	0.034
	0.027
	0.035
	0.034
	0.077
	0.080
	



3.3.3 Assessment of the structural model
After confirming measurement model reliability and validity, the next step in PLS-SEM is structural model evaluation, focusing on hypothesized relationships. This includes assessing R² for explanatory power, Q² for predictive relevance, and path coefficient significance, following thresholds by Hair et al. (2019).

3.3.3.1 Collinearity Statistics VIF Inner Model Statistics
Variance Inflation Factor (VIF) was used to assess multicollinearity among constructs and interaction terms. All VIF values ranged from 1.009 to 1.110, far below the threshold of 5 (Hair et




al., 2019), confirming negligible multicollinearity and ensuring reliable path coefficient estimates within the structural model. As per table 3.
Table 3: VIF Inner Model Statistics

	Construct
	VIF

	CO
	1.054

	CU
	1.081

	FC
	1.009

	SF
	1.110

	SF x CO
	1.060

	SF x CU
	1.074

	SF x FC
	1.017




3.3.3.2 [bookmark: 3.3.3.2_Coefficient_of_determination_(R²]Coefficient of determination (R²)
R² assesses explanatory power of endogenous constructs, with higher values indicating stronger prediction. This study’s model explained 69% of Sustainable Competitiveness variance (R² = 0.690), reflecting moderate to substantial explanatory strength per Nitzl, & Chin, (2017).

3.3.3.3 Assessment of the Effect Size of the Coefficient of Determination (f2)
After evaluating R², effect size (f²) was analyzed to determine each predictor’s contribution (Hair et al., 2019). Strategic Flexibility had the largest effect on Sustainable Competitiveness (f² = 0.571), while Competitor Orientation (0.146) and Customer Orientation (0.090) showed smaller effects. Functional Coordination (0.009) and interaction terms demonstrated negligible influence. As per table 4.
Table 4: Coefficient of Determination
	Construct
	Effect size f2
	Decision

	CO -> SC
	0.146
	Medium

	CU -> SC
	0.090
	Small

	FC -> SC
	0.009
	No

	SF -> SC
	0.571
	High

	SF x CO -> SC
	0.042
	Small

	SF x CU -> SC
	0.006
	No


3.3.3.4 Assessment of Predictive Relevance (Q2)
Predictive relevance (Q²) was assessed using the blindfolding procedure (Hair et al., 2019). All Q² values exceeded zero, confirming predictive capability. Sustainable Competitiveness (0.369) and Strategic Flexibility (0.368) showed strong predictive relevance, while Customer Orientation (0.258), Competitor Orientation (0.237), and Functional Coordination (0.236) exhibited moderate levels, indicating acceptable model robustness. As per table 5.






Table 5: Construct Cross-Validated Redundancy (Predictive Relevance (Q2))

	
	SSO
	SSE
	Q² (=1-SSE/SSO)

	CO
	3080.000
	2349.358
	0.237

	CU
	1155.000
	856.959
	0.258

	FC
	1898.000
	1450.000
	0.236

	SC
	1965.000
	1239.369
	0.369

	SF
	1898.000
	1200.000
	0.368



3.3.3.5 Path Coefficient
The final step assessed causal relationships by analyzing path coefficients, which indicate hypothesized links between constructs in PLS-SEM (Hair et al., 2019). Significance was tested using bootstrapping with 5,000 resamples, generating T-statistics and confidence intervals. Hypotheses were accepted when p-values < 0.05 and T-values exceeded 1.645 or 1.96.
Figure 3: Bootstrapping; T Statistics (|O/STDEV|)

3.3.3.6 Direct effect Hypothesis testing
After confirming measurement model validity, the structural model was evaluated to test direct effect hypotheses (H1–H6), as presented in Figure 17 and Table 6.









Table 6: Assessment of Structural Model Direct Relationships and Moderating Variable

	Hypothesis
	Direct	path relationship
	Sample mean
(M)
	Standard deviation
(STDEV)
	T	statistics (|O/STDEV|)
	P
values
	Decision

	H1
	CU -> SC
	0.224
	0.227
	5.069
	0.000
	Accepted

	H2
	CO -> SC
	0.226
	0.229
	6.437
	0.000
	Accepted

	H3
	FC -> SC
	0.098
	0.100
	1.556
	0.120
	Rejected

	H4
	SF x CU -> SC
	-0.078
	-0.080
	1.469
	0.142
	Rejected

	H5
	SF x CO -> SC
	-0.166
	-0.175
	3.378
	0.001
	Accepted

	H6
	SF x FC -> SC
	-0.003
	0.006
	0.028
	0.978
	Rejected


Note: *p < 0.05; t-value = two tailed (1.96>)
The structural model results showed significant positive effects of Customer Orientation (p = 0.000) and Competitor Orientation (p = 0.000) on Sustainable Competitiveness, while Functional Coordination was insignificant. Strategic Flexibility significantly moderated Competitor Orientation–Sustainable Competitiveness (p = 0.001) but not Customer Orientation or Functional Coordination relationships.

4. FINDINGS AND CONCLUSION
[bookmark: Customer_Orientation_and_Sustainable_Com]Customer Orientation and Sustainable Competitiveness
CU significantly and positively influences sustainable competitiveness (p = 0.000), supporting H1. SMEs focusing on customer needs enhance responsiveness, compliance, and service quality, improving competitive positioning. These findings align with Market Orientation Theory and prior studies linking customer-centric strategies to superior performance and long-term sustainability (Narver & Slater, 1990; Bankole et al., 2022).

[bookmark: Competitor_Orientation_and_Sustainable_C]Competitor Orientation and Sustainable Competitiveness
CO showed a significant positive relationship with SC (p = 0.000), confirming H2. SMEs monitoring competitors’ strategies gain bidding advantages and adaptability in procurement. This supports literature emphasizing competitor orientation’s role in market positioning and innovation capabilities critical for sustainable advantage in competitive environments (Lee & Wang, 2023; Sondhi et al., 2024).

[bookmark: Functional_Coordination_and_Sustainable_]Functional Coordination and Sustainable Competitiveness
The relationship between FC and SC was not significant (p = 0.120), rejecting H3. This suggests compliance-driven coordination fails to generate strategic advantage in public procurement contexts, aligning with studies calling for adaptive, innovation-oriented coordination frameworks over traditional efficiency-based mechanisms (Maurer, 2022; Waruiru et al., 2018).






[bookmark: Moderation:_Strategic_Flexibility_on_CU–]Moderation: Strategic Flexibility on CU–SC Relationship
SF did not significantly moderate the CU–SC relationship (p = 0.142), rejecting H4. Regulatory rigidity and resource limitations may restrict SMEs’ ability to leverage flexibility for customer- driven strategies, supporting findings that moderation effects depend on technological and contextual enablers (Pekovic & Rolland, 2016; Kasumaningtyas & Cempena, 2024).

[bookmark: Moderation:_Strategic_Flexibility_on_CO–]Moderation: Strategic Flexibility on CO–SC Relationship
SF significantly moderated the CO–SC link (p = 0.001), supporting H5. Flexibility enables SMEs to reconfigure resources, respond to competitive intelligence, and enhance bid strategies, confirming its role in strengthening competitor orientation effects (Khan et al., 2022; Yang et al., 2022).

[bookmark: Moderation:_Strategic_Flexibility_on_FC–]Moderation: Strategic Flexibility on FC–SC Relationship
Strategic flexibility did not significantly moderate the FC–SC relationship (p = 0.978), rejecting H6. This aligns with evidence suggesting coordination capabilities require complementary mechanisms to influence competitiveness, especially in rigid procurement contexts where flexibility alone cannot offset structural limitations (Vem et al., 2022; Mohammad et al., 2024).

Conclusion
Findings show customer and competitor orientations significantly enhance competitiveness, while functional coordination is insignificant. Strategic flexibility strengthens competitor orientation’s effect but shows limited influence elsewhere. Thus, SMEs need strong market orientation supported by adaptive capabilities to remain competitive in regulated procurement environments. However, flexibility and internal coordination alone are insufficient without innovation, enabling infrastructure, and supportive institutional frameworks for sustainable success.
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