Investigating the Impact of Supply Chain Management and Marketing
Strategies on Organizational Performance

Abstract

Today, with the growth and development of marketing methods, their impact on the business environment
cannot be ignored. The use of marketing and supply chain management enables organizations to succeed
in creation of a greater value for customers and other interested people. Accordingly, after determining
the objectives, variables and factors of designing the corresponding measurement tool(s), preliminary
field studies and validation of the data measurement tool(s), preparation of the final questionnaire and its
distribution among the relevant experts, according to the number of the statistical population which is
equal to 150, 108 samples were obtained using Cochran method. Structural equations have been used in
the field of statistical analysis results of the research questions and the PLS statistical software was
selected. After investigation of the data, a significant positive relationship was found between the
variables, the model had a good fit, and finally, the developed model was approved.
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1.Introduction

Nowadays, taking advantage of the best marketing strategies has become the most fundamental
concern for directors of manufacturing companies in order to achieve a superior performance and
strengthen every single member’s performance. Regarding the present changes in managing
manufacturing organizations and systems, many tools and techniques are developed and
employed. Lean thinking which is considered as one the most important of these techniques
refers to an organization that operates the processes without wasting the resources and makes
more production possible with spending lower resources. One of the requirements of a
manufacturing company is adopting a kind of supply chain strategies.

Presence of a large number of suppliers and their close competition and the consumers’ increased
expectations for higher quality and quicker servicing has put a great pressure on manufacturers
and these factors has not been existing already. In this situation, commercial companies realized
that they are not able to do all the things alone, and on the other hand, in addition to paying
attention to internal affairs and resources, managing and monitoring the relevant resources and
elements outside the company is also needed (Thomas E. Johnson, 2018).

According to most of the studies on operation strategies (Oss), one of the main management
problems is managing the supply chain that the operating system theory cannot review the
content points in terms of supply chain, especially in a developing economy in which
technologies are almost weak and management is in lower levels. Changing the strategy and



environment of the business unit requires changing the supply chain strategy, but the way of
making this change requires an appropriate solution (Yinan Qi, Baofeng Huo, Zhigiang Wang,
Hoi Yan Jeff Yeung, 2016).

Marketing is considered as a basis for creating value for the shareholders and the customers. So,
this is the responsibility of marketing to provide the expected value for the organization and the
customers through considering the customers’ needs and creating trust and loyalty among them.
As other commerce techniques, marketing should also be adapted to the technology changes and
employ the concept of innovation in all affairs (Neale. O'Connor, Zhilin Yang, Ling Jiang,
2018).

In today’s markets in which the customers’ needs are in the first priority, the product or the
service alone are not anymore considered as a concern, rather the value perceived by the
customer through providing the product or the services has a higher importance. Supply chain
management is one of the tools by which gaining value for the customer can be achieved.
Customer’s value has a great importance in supply chain and leads to changes in customer’s
demands and as a result, changes in the competitors’ activities. Therefore, in order to gain and
preserve a sustainable competitive advantage, it should be always paid attention. Providing real
value for the customer is possible through creating a bilateral and direct communication platform
between the organization and the customer. Larger values created for the customer lead to their
more loyalty.

2. Theoretical bases

Changing the strategy and environment of a business requires changing the supply chain
strategy, but the way of making this change is not clear. Therefore, operating systems need to be
reviewed from the perspective of supply chain management (SCM) in a new-fangled market like
Chinese market. In addition, decisions about designing supply chain network and manufacturing
increasingly gain importance for getting competitive advantage (Machhion et al, 2015).

Rapid changes and uncertainty of the markets have led to great importance of the organization’s
recognition of the supply chains they are a member of which and the role they play in which. The
companies that are aware of the way of building powerful supply chains and participating in
them will gain major competitive advantages in their markets. Also, competition between the
companies has had a growing procedure in global markets since the 1990s (Lee, H., P.
Padmanabhan, S. Whang, 2008).

On-time delivery of the products to the customers with a lower selling price leads to increased
competition power for the companies. Companies have found that they cannot achieve an
improved performance in their organizations and businesses without focusing on supply chain
(Chen.C. T .Lin.C.T. and hung . S. F, 2016).



A agile supply chain emphasizes market sensitivity and quick response to the customers. In order
to provide these elements, companies should raise their processes and performance integration
by using the advanced technologies of manufacturing and information technology. In addition,
continuous mobility chains can transfer the customer’s request to all the functions existing in the
manufacturer in order to facilitate the communication at the real time through information
technologies, systems, and process coordination among different functions. Companies with
agile management can strengthen the control of flexibility of physical change process and other
flexible provision activities. Continuous delivery chains employ all the internal functions for
cooperating with each other. Supply chain management includes systematic and strategic
coordination of traditional parts of businesses and also tactics which are employed in these parts
whether in a specific company or in the whole chain with the purpose of long term improvement
of performance of each company and the whole supply chain (Roh et al, 2014).

In fact, companies need to adopt marketing strategies in supply chain more than ever. The
directors have found that a powerful supply chain strongly improves the financial results. The
main purpose of this research is to study the effect of supply chain management and marketing
strategies on the improved performance of organizations.

The main focus of marketing strategies is on proper allocation and coordination of marketing
resources and activities in order to achieve the company’s goals regarding the market of a
specific product. Therefore, the major issue about the domain of marketing strategies is
determining specific target markets for a family of products or a specific product. Then, through
designing and executing an appropriate plan of integrated marketing elements (fundamentally the
four elements of product, price, distribution, and promotion) based on the demands and needs of
the potential customers in that target market, companies seek for gaining competitive advantage
and synergy (Walker et al, 2014). According to what has been discussed, price is only one of the
marketing tools used by companies in order to achieve the goals. Price-related decisions should
be in coordination with the product design, distribution system, and advertisement, so that an
effective and successful marketing plan is resulted, because decision related to other marketing
factors influence the decisions related to pricing.

Regarding the importance of improving supply chain management, supply chain strategies
(SCSs) should play an important role in determining the company’s operating system. From the
SCM strategic perspective, designing supply chain should be coordinated with the company’s
commission and strategies, and SCSs should operate as a logical bridge between the upper level
strategies of companies and their supply chain activities (Qi et al, 2011).

2.1. Performance

Organizational performance is one of the most important structures discussed in management
researches, and undoubtedly, it is considered as the most important criterion for measuring
success in commercial companies. The term performance means the state or quality of function.



Therefore, organizational performance is a general structure referring to the way of performing
organizational operations. The most famous definition of performance has been proposed by
Nilly et al (2002) as “the process of explaining the quality, effectiveness, and efficiency of the
previous actions”.

2.2. Supply chain management

Nowadays in global markets, we are faced with products with short lifetime and various needs of
customers that require a great deal of attention and focus on supply chain (Simchi-Levi at al,
2016).

Only thinking about manufacturing good products is not enough, rather regarding the presence of
other competing products, facilities should be provided for delivering that product to the
customers in such a way that the customers receive their expected value in an efficient manner.
This can be achieved by paying attention to supply chain management and customer relationship
management (Douile, 2008).

There are various events over the supply chain: the raw material is produced, the products are
manufactured by one or several factories and transferred to the warehouses, and finally, the
products are delivered to the retailers or the customers. Supply chain is a complicated network of
different facilities and organizations each of which have different and sometimes contradictory
goals (Simchi-Levi at al, 2016).

The term “supply chain management” was first introduced by some counselors in early 1980s
and it has been paid much attention since then (Oghazi, 2009). There are various definitions for
the concept of supply chain management. As the first definition, (Simchi-Levi at al, 2016) state
in their book titled “designing and managing the supply chain”: “supply chain management is a
set of approaches employed for integration and efficiency of the supplier, manufacturer,
warehouses, and stores. Therefore, the products is manufactured and distributed in appropriate
number, time, and place and this leads to a minimized cost of the wide system, while the
expected service level is achieved”. He looks at the concept of supply chain as “a network of
logistics” and considers it as “a dynamic system” that is changed with the changes of the

customer’s demand, the supplier’s capacities, and the existing relationships over time.

This logistic network consists of the suppliers, warehouses, distribution centers, retail markets,
raw materials, work in process inventory, and the products (Simchi-Levi at al, 2016). In another
definition proposed by the council of supply chain management professionals (CSCMP, 2010),
supply chain management is described as the following:

Supply chain management includes planning and managing all the activities related to sourcing,
procurement, conversion, and all the activities of logistic management. Also, supply chain
management includes coordination and cooperation with the parties including suppliers,
mediators, third part service providers, and the customers. Specifically, supply chain



management integrates supply and demand management in and among the organizations. In
another definition (Lambert, 2004) quoted by global supply chain forum, supply chain
management is described as the following: “supply chain management is integration of key
business processes from the final user to the initial manufacturer and this leads to providing
projects, services, and information that increase the value for the customers and other
stakeholders.

The theoretical basis of supply chain refers to Porter’s value chain model. According to Porter’s
viewpoint, through communicating the supplier’s value chain and the organization’s value chain,
it is possible to provide opportunities for promotion of the organization’s competitive advantage
(Oghazi, 2009).

2.3. Marketing strategy

Nowadays with the advanced technologies and sciences and the changes of the customer’s
demands and desires, running and implementing the process of market researches in business
companies seems more necessary. The market environment, customers, competitors, etc. can be
better understood through marketing researches and the probability of making mistake in
decision making by the managers is reduced. At the moment, all the successful companies have a
common characteristic and that is paying attention to the customers and the market. They make
effort for identifying the target market, understanding the customer’s needs and meeting them in
order to be able to provide higher values for the customers compared with the competitors, and
they encourage all the organization members to take actions in this regards. The (p4) marketing
mix is as the following:

e Product: in marketing integration, product refers to features such as designing, the
technology used in the product, quality of packing, brand, after sale services, etc. All
these factors should be determined with a high accuracy.

e Price: strategy of pricing the products of the organization, their selling price, and the
level of the present prices are considered as important stages that require a lot of
attention. Pricing strategy can be as one of the following methods: pricing strategy with
the goal of returning the investment cost (gaining profit from the market) such as the
price of electronic devices that are sold with a high price at the beginning of entering the
market and their prices are reduced over time, strategy of penetrating in the market
(entering the market with a competitive price), pricing based on the trade price, or even
the strategy of (losing the leader) i.e. selling the product with a loss for attracting
customers.

¢ Distribution: in marketing mix, distribution includes distribution channels, selling, and
ordering the company’s products; it means that distribution channels be related to
whether the wholesalers rather or the retailers, the orders are made by post or the internet,
or selling in done personally or by multiple channels, etc.

¢ Promotion and advertisement: include the following:



Personal sale: it refers to selling by face to face contact between the salesperson and the
customer

Advertisement: advertisement refers to public informing for raising sale through TV ads,
Radio ads, newspapers, magazines, etc.

Public relations: public relations refer to having good relations with the customers and
external agents of the organization through holding meeting with holders of industries,
mines, and relevant companies, etc.

Sales promotion is a way of increasing the sales in a short period of time and temporarily.
This is not a general and comprehensive solution and is done by giving advertisement
gifts, selling on sale, gathering, etc. (Walker et al, 2014).

3. Research hypotheses

1. (Product) marketing strategy has a significant effect on the performance of supply chain (on
time delivery).

2. (Price) marketing strategy has a significant effect on the performance of supply chain (on time
delivery).

3. (Promotion) marketing strategy has a significant effect on the performance of supply chain (on
time delivery).

4. (Distribution) marketing strategy has a significant effect on the performance of supply chain
(on time delivery).

5. Supply chain performance (on time delivery) has a significant effect on the organization’s
performance (marketing performance).

6. Supply chain performance (on time delivery) has a significant effect on the organization’s
performance (financial performance).

7. Marketing performance has a significant effect on financial performance.
4. Conceptual model of the research

The present research model is derived from the model of the research conducted by Yinan Qi et
al, 2016.

Figurel. The model of the research conducted by Yinan Qi et al, 2016
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Figure 1: Proposed model and hypotheses

Figure2. The research model
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5. Research methodology

In terms of the method of collecting data for testing the hypotheses, the present research is
descriptive-survey of correlation type tested by questionnaire. In terms of purpose, this research
is an applied one. In order to collect data for completing the theoretical bases, internet and library
resources including books, articles, and English case studies have been used. In order to measure
the research data, a questionnaire designed by the researcher was distributed among the target



population and filled through interview. Then, using the collected data, the hypotheses of the
population studied in this research include trade experts who are selected in a way that research
goals can be achieved. The research data was collected by simple random sampling method from
among the experts of this field. In this research, regarding the population size which is 150
employees of trade Company, the sample size was considered as 108 people using Cochran’s
formula. Content validity of the questionnaire and the necessary improvements will be done by
asking the opinions of professors and experts.

5.1. Data analysis

After determining the research method and using appropriate tools, the data required for testing
the research hypotheses was collected. Then, using appropriate statistical techniques that are
compatible with the research method and the type of the variables, the collected data were
classified and analyzed, and finally, the hypotheses guided until this stage were tested in order to
determine a solution for answering the research question. Data analysis is considered as a
scientific stage of the fundamental bases of every scientific research by which all research
activities are directed and controlled until achieving the result.

In table 1, descriptive characteristics and correlation matrix between the research variables are
presented.

Me | Standa | Prod | Price | Promot | Distribut | Performa | Performa | Supply
an |rd uct ion ion nce nce chain
deviati performa
on nce
Product .;a/O 1/086 1
Price 3/0 1/05 0/728 | 1
7 %
Promotio | 3/0 1/05 0/740 | 0/65 |1
n 3 * 2%
Distribut | 2/9 1/09 0/388 | 0/35 | 0/405* |1
ion 8 * 6*
Performa | 2/8 1 0/333 1 0/24 | 0/268* | 0/10 1
0/9]
nce 9 * g*
Performa | 3/1 1 0/482 | 0/47 | 0/455* | 0721** | 0/577** |1
1/1
nce 2 * 9%
Supply 2/9 0/814 | 0/74 | 0729*% | 0/48** | 0/326** | 0/42**
chain 7 | * 0*
1/0
performa
nce
**=P<0/01

As seen in table 1, there is a positive and significant relationship between the research variables.




In the following, the final research model and its fitness indexes are presented.
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Figure3. The final research model in standard state
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In table 2, the coefficients of standard paths between the variables are presented.

Table2. Standard coefficients of extrinsic variables over intrinsic variables

Extrinsic Intrinsic Standard Critical value | P

variable variable estimation

Price -—-> Supply chain | 0/49 8/19 0/001
performance

Product -—-> Supply chain | 0/29 5/93 0/027
performance

Promotion -—-> Supply chain | 0/21 4/22 0/001
performance

Distribution -—> Supply chain | 0/15 4/36 0/001
performance

Supply chain | ---> Organizational | 0/38 4/92 0/001

management performance

Supply chain | ---> Organizational | 0/35 5/57 0/001

management performance

Organizational | ---> Organizational | 0/64 6/63 0/001

performance performance

As seen in table 2, all the standard coefficients of extrinsic variables have become meaningful
over intrinsic variables. In other words, it can be said that the variables have meaningful
relationships with each other. In table 3, fitting indexes of the final model of the research are

presented.




Comparative fitting index (CFI) with the value of 0/97 and the root mean square error of
aproxiamtion (RMSEA) with the value of 0/03 that shows an appropriate fitting suggests the
suitability of the fitting model. GFI (goodness of fitting index) that represents absolute fitting has
the value of 0/94 and close values for this model, and this suggests that in general, the collected
data are acceptable near the range and the compiled model is approved.

Table3. Standard coefficients of extrinsic variables over intrinsic variables

Chi- Degree | The Goodness | Comparative | Proper Root  mean
square | of ratio of | of fit | fitting index | comparative | square error
model | freedom | Chi- index (CFT) fitting index | of
(X3 (DY) square | (GFI) (PCFI) approximation
to (RMSEA)
degree
of
freedom
(X*/DF)
The 71/161 | 110 1/47 0/94 0/97 0/78 0/03
final
model
of the
research

If the comparative fitting index (CFI) which is used for testing the model is more than 0/9, it
shows the appropriate fitting of the model. Absolute index of (GFI) raises the question that
whether the error variance remained after fitting the model is a significant value or not. In the
present research, since this value is more than 0/9, it shows the proper fitting of the model.

6. Discussion and conclusion

According to the results of analysis, all the hypotheses are approved and according to the studies
of the research backgrounds, the results of this research are consistent with the conducted
researches and the positive effect of marketing strategies (promotion, price, product, and
distribution) on supply chain performance and improved organizational performance is proven.
Regarding the results, companies and organizations should identify the customers’ needs and
provide the products with the quality desired by the customers. Also, they should gain the
customers’ satisfaction and loyalty through providing real after sale services. Companies and
organization can increase the value of the products perceived by the customers by providing
instruction and consultation for the customers. They can reduce the customers’ costs by
discounts, festivals, providing fast and special side services, free consultation and help, etc.
Companies and organizations can improve the customers’ access to the products by increasing
their branches and suppliers, and raising the speed of delivering the products. Companies can
improve their marketing strategies and supply chain performance through wide discounts,
various pricing strategies, proper promotion strategies, and also reducing the required time and
avoiding wasting the customers’ time, increasing sale channels (internet and electronic), delivery




and distribution channels, and providing brochures. In this way, they can promote both their
financial performance and their market performance and also satisfy their customers. However,
the results of this research cannot be generalized to other countries and organizations with
different conditions, because in developing and developed countries, each of variables may have
different results of this research even in similar conditions and they may change the results of the
research generally. For future researches, other factors influencing the performance, strategy, and
supply chain can be studied in other fields and useful results can be extracted which can be used
for development and progress of all guilds.
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