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Background: Literature provides evidence of how the fast-moving consumer goods (FMCG)
industry has become a strategically important contributor to economic growth and
competitiveness globally. However, this industry in South Africa faces consistent challenges
that demand immediate attention and solutions. A potential area of intervention relates to how
leadership practices can be applied to improve the quality and performance of FMCG supply
chains in South Africa.

Objectives: This study examined the link between transactional leadership, supply chain
quality (SCQ) and business performance in the FMCG industry within Gauteng province,
South Africa.

Method: The research followed a quantitative approach in which data were collected through
a survey targeting managers and professional employees of the FMCG industry in the Gauteng
province. The collected data were analysed through descriptive statistics, exploratory factor
analysis, Pearson correlations and regression analysis.

Results: Two transactional leadership styles, namely contingent reward and management by
expectation (active), were statistically significant in influencing SCQ. Passive-avoidant
leadership did not predict SCQ. Supply chain quality was statistically significant in influencing
both financial and non-financial business performance.

Conclusion: The transactional leadership style is an important driver of SCQ within the FMCG
industry. Supply chain quality is essential in stimulating optimum business performance
within the FMCG industry.

Keywords: transactional leadership; contingent reward; passive-avoidant; management by
expectation; supply chain quality; financial business performance; FMCG; quantitative research.

Introduction and background

As the fast-moving consumer goods (FMCG) industry continues to grow in South Africa, so too do
the problems it encounters. According to some reports (e.g. Franchise Association of South Africa
2018; Hattingh, Magnus & Ramlakan 2016), the problems experienced by the FMCG industry are
exhibited in the form of changes in patterns of trade and consumer spending behaviour, and political
as well as social pressures for change, including the need to direct attention to matters regarding
environmental sustainability. Several authors (Elsaid, Okasha & Abdelghaly 2013; Loury-Okoumba
& Mafini 2018; Nze 2015) underscore that the industry is inundated by a high level of instability in
demand, which leads to poor forecasting in addition to increasingly demanding consumers as well
as weaknesses rooted in the interactions between firms in FMCG supply chains. For instance,
consumer spending patterns in South Africa have changed significantly in the last decade since the
emergence of the global economic crisis that started circa 2008 (Maynard 2016). The consumers have
become more careful than before when spending and tend to consider various factors such as
transportation costs, price, enhanced nutrition, package labelling and health before making a
purchase (Noko 2018; Shange 2018). Moreover, as noted by Wadi and Gebhart (2017), the FMCG
industry in South Africa experiences an unrelenting triad of political and financial volatility, poorly
performing supply chains and complications posed by counterfeit products. These challenges present
the South African FMCG industry with serious hurdles to overcome in its quest to remain relevant
and successful in contributing to the socio-economic growth and development of the country.

In addition to the problems above, another dominant challenge facing the FMCG industry in
South Africa is the need for suitable leadership skills. As indicated by Di Bartolo (2017), significant
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leadership gaps are evident in the FMCG industry in
South Africa as the effects of the fourth industrial revolution
begin to take centre stage throughout the economy. Other
reports (Bruwer 2016; Supply Chain Digest 2010) indicate the
presence of myopic leadership in the FMCG industry, where
management is characterised by the lack of fast and effective
decision-making and has an otherwise misdirected focus on
operating margins and cash flows at the expense of other
critical inputs such as the optimisation of human resources
and supply chain management (SCM) practices. A critical
and destructive result of these leadership problems in the
FMCG industry is business underperformance presented
through, but not limited to, declining competitiveness, low
profits and an increase in unemployment within the country
(Lekhanya, Olajumoke & Nirmala 2017). Thus, to avert these
consequences, business leaders are required who can
understand the demands of the new digital era and offer
competent, trustworthy and ethical leadership within
businesses for the upliftment of the South African economy
(Gordhan 2017).

Aim and problem statement

This study aimed to examine the link between transactional
leadership, supply chain quality (SCQ) and business
performance in the FMCG industry in the Gauteng province.
As stated by Suhong et al. (2006), effective SCM has
consistently become one of the most valuable tools for
acquiring a competitive advantage, leading to enhanced
business performance. However, supply chains are managed
by people, and these include leaders and managers who have
diverse orientations in their practice. Because supply chain
networks are becoming more demanding, leadership within
them has to become less arduous and more methodical (Cruz
& Wang 2018). Inconsistencies in leadership processes and
approaches within the supply chain create complications
in the execution of its supply chain responsibilities (Cruse &
Wang 2018b). One area where organisational leadership
matters most is in stimulating high quality within business
processes, systems and outputs (Foster 2008; Teoman &
Ulengin 2018). As mentioned by Wu, Yang and Chiang (2011),
business leaders in particular have an essential role to play in
ensuring an acceptable quality of their supply chains. This
view inspires a continuous consideration of the relationship
between leadership and SCQ.

Although there are numerous leadership styles, such as
transformational, transactional, distributed, servant or other
supporting leadership functions, this study places exclusive
focus on the transactional leadership style. This preference
is supported by Laohavichien, Fredendall and Cantrell’s
(2009) suggestion thatamong the available array of leadership
styles, transactional leadership is the most appropriate and
natural model of quality improvement through leadership.
Also, the ultimate barometer of the effectiveness of all
organisational efforts is the level of business performance
(Yildiz & Karakas 2012; Zulkiffli & Perera 2011). Accordingly,
it is important to conduct this research to gain insight into
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the impact of transactional leadership on SCQ and business
performance in the FMCG industry.

Research gaps

There is much literature on leadership, although only a
handful focuses on both leadership and SCM. An analysis
of the general trends in research showed that most of the
existing studies (Kuei 2001; Laohavichien et al. 2009; Tiwari
& Sharma 2017) are aligned to either the subcomponents of
SCM practices or total quality management, transformational
leadership and organisational performance. However, as
indicated by Foster (2008), more research should be
conducted in the areas of SCQ with reference to leadership
and business performance and other factors such as
customer-centred approaches, quality methodologies,
mutually beneficial supplier relations, human resource
practices and occupational safety. Within South Africa,
studies that were conducted in the specific area of leadership
and SCQ in the FMCG industry are uncommon. The closest
evidence found is research by Rautenbach and Rothmann
(2017), who included some aspects of leadership in their
study of antecedents to flourishing at work in an FMCG firm.
But this fact notwithstanding, that study was outside the
domain of SCM. Hence, the present study contributes to the
body of knowledge by being one of the first of its kind to be
conducted on the linkage between transactional leadership,
SCQ and business performance in the FMCG environment
in South Africa.

This article is structured as follows: the next section presents
a brief review of literature and the hypotheses to be tested
followed by a presentation of the conceptual model.
Thereafter, the research methodology is presented, succeeded
by the research results and discussion. The closing sections of
the article present the conclusion and managerial implications
as well as the limitations and future research directions.

Literature review

The literature review briefly discusses the FMCG industry in
South Africa and the research constructs such as transactional
leadership, SCQ and business performance.

The fast-moving consumer goods industry in South Africa

Fast-moving consumer goods are those products that are
sold quickly and at a relatively low-cost case of low margin—
high volume (Deliya 2011; Kotler & Armstrong 2011).
Examples include non-durable products that have, but are
not limited to, general grocery products, soft drinks and
beauty, skincare and cosmetic products (Joghee & Pillai 2013).
The opposite end of the FMCG scale consists of durable
goods that are generally replaced over a longer period or
never replaced, which provide usefulness over time and are
not consumed in totality (Green 2016). The FMCG industry
primarily concentrates on the manufacture, distribution and
marketing of consumer packaged goods, and some of its
principal activities include sales and marketing, financing,
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and purchasing. Fast-moving consumer goods firms are also
engaged in operations, supply chain, production and general
management (Economy Watch 2010).

Although the profitability of FMCG products tends to be
low, with retailers finding it less profitable than the producers
and suppliers, the contributions that the FMCG industry
makes to the gross domestic product (GDP) are significant
(Malhotra 2014). In South Africa, the FMCG industry adds
about nearly R2 trillion to the GDP annually (Brand South
Africa 2017). With 55.5% (30.4 million) of South Africa’s
population living in poverty in 2017 and with the decline in
jobs within other sectors, the FMCG industry has a critical
role to play to increase its economic contribution and reduce
the unemployment rate (Statistics South Africa 2017, 2018).
Given these statistics, the FMCG industry has the opportunity
of reducing income gaps by employing more workers, now
that other competing industries such as the mining and
quarrying industries are seen to be in decline and trade
industries are gradually increasing (Noko 2018).

Transactional leadership

Burns (1978) and Bass (1985) developed theories of leadership
in the 1970s and 1980s to explain how critical personality
differences in leaders result in either transactional or
transformational leadership styles. Transactional leadership
occurs when leaders promote compliance by followers
through both rewards and punishments (Kuhnert & Lewis
1987). Transactional leaders are those who provide followers
with something they need in exchange for something
the leader expects them to achieve, based on the fulfilment
of contractual commitments (Antonakis, Avolio &
Sivasubramaniam 2003; Yukl 2013). Transactional leadership
is made up of four subcomponents, namely contingent
reward, management by expectation (active), management
by expectation (passive) and passive-avoidant (Yukl 2013),
which will be briefly described below.

Contingent reward practices refer to leadership behaviours
that concentrate on clarifying the role and task requirements
and giving followers material or psychological rewards
dependent on the fulfilment of contractual responsibilities
(Camps & Torres 2010). Management by exception (active) refers
to the active observance of leaders whose objectives are to
guarantee an adherence to standards (Penno 2017). In
management by exception (passive), leaders only intercede after a
non-conformance has transpired or after errors have already
transpired (Penno 2017). Transactional passive-avoidant
leadership represents the absence of a transaction of sorts
concerning leadership in which the leader eludes to making
decisions, resigns responsibility and does not use his or her
authority (Robbins, Judge & Sanghi 2007). It is considered
active to the degree that the leader opts to avoid acting
(Luthans 2005). This element is considered the most passive
and ineffective form of leadership (Chaudhry & Javed 2012).

Leadership is imperative for motivating followers and
activating resources to achieve organisational objectives,
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including in areas that are vital for innovation, change
management and business performance (Antonakis & House
2014). According to Bass et al. (2003), transactional leadership
has a positive impact on performance in that leaders explain
precisely what the expectations are and then reward
accomplishments that contribute to improved performance.
This leads to the following hypotheses:

H,: Contingent reward leadership has an influence on SCQ in the
FMCG industry.

H,: Management by expectation (active) leadership has an
influence on SCQ in the FMCG industry.

H,: Passive-avoidant leadership influences SCQ in the FMCG
industry.

Supply chain quality
Lin, Kuei and Chai (2013) define SCQ as a coordinated
approach to linking strategic leadership and operational
activities of a supply chain system in an organised manner
to prevent unsolicited deviations, and ensure accountability
of supply chain cohorts with refined systems that build
capable supply networks. Various authors (Foster 2008;
Huo et al. 2019) mention that there has been an increased
focus on integrating quality into the supply chain. However,
although the effects of SCQ on quality-related performance
have been considered in research, questions surrounding its
relationship with business performance remain relatively
unanswered (Fish 2011). A study by Uwamahoro (2018)
found that quality-related performance varies according to
the different levels of SCQ integration achieved. The same
study found higher SCQ to be associated with superior
service and delivery performance, resulting in a positive
impact on business performance, which also allowed for
greater flexibility to meet customer requirements. Yu and
Huo (2018) further add that integrating quality management
and SCM has become important in order for firms to achieve
a competitive advantage and that the concept of SCQ
management is becoming progressively recognised. This
leads to the following hypotheses:

H,: SCQ influences non-financial performance in the FMCG

industry.

H,: SCQ influences financial performance in the FMCG industry.

Business performance

Business performance is defined by Smith and Reece (1999) as
a firm’s operational capacity to meet shareholder expectations.
It should be measured to assess and analyse actual performance
against its set targets for both operational and strategic
performance (Zulkiffli & Perera 2011). Motives for measuring
business performance include monitoring and control,
facilitating the drive for improvement, fully exploiting the
improvement effort to achieve alignment with organisational
goals and objectives and rewarding and instilling discipline
(Bititci, Carrie & McDevitt 1997; Kellen 2003).

There are two major classifications of business performance.
Kellen (2003) highlights that business performance
measurement tools can either be subjective or objective.
In this study, business performance is measured using
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subjective measures. Subjective measures are influenced by
the observer’s judgment or perceptions of how the business
is performing (Aljena 2017; Mikelsone & Liela 2016). In
contrast, objective measures involve impartial measurement
that is without bias or prejudice and include performance
measures such as financial indices to provide actual
quantifiable performance feedback (Mikelsone & Liela 2016).
Objective business performance measures include current
stock price, real revenue growth, return on assets, cost of
capital and working capital (Nur & Zulkiffli 2014).

Kaplan and Norton (1992) recognised the importance of
maintaining a balance between financial and non-financial
measures and developed the balanced scorecard (BSC), which
classifies business performance into four metrics, namely
financial performance, customer satisfaction, internal business
processes, and the innovation and learning perspective.
Likewise, the present study uses a two-pronged classification
of business performance which, thus, identifies financial
and non-financial metrics and applies them as indicators
(Carpi, Douglas & Gascon 2018; Coe & Letza 2014). This
provides an avenue to measure the impact of SCQ on business
performance in a balanced manner, involving both financial
and non-financial indicators (Kellen 2003).

Conceptual model

In line with the above review of literature, the conceptual
model presented in Figure 1 was developed.

As shown in Figure 1, the predictor variable is transactional
leadership, represented by three subcomponents, namely
contingent reward, management by expectation (active)
and passive-avoidant. The mediating variable is SCQ that is
connected to business performance, which is the outcome
variable. This study included three of the four subcomponents
of transactional leadership. The fourth subcomponent
(management by exception — passive) was not considered in
the study because its items were discarded during the
data analysis since they were cross-loading with others in the
factor analysis procedure (refer to Table 3 and its preceding
paragraph).

Research methodology

The research methodology discusses the research design and
sample, research instrument, and the collection and analysis
of data.

a Contingent Non-financial

= reward Pal performance IS4
b H1 H4 S
3 £
2 M tb Supply chain 2
= anagementby | ., | pply ¢ ]
& |lexception (active) quality b
=1 0
Q Q
© [=
Z - H3 H5 - - 3
© Passive- \ Financial 3
= avoidant performance

H, Hypothesis.
FIGURE 1: Conceptual model for the study.
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Research design and sample

For this study, a quantitative approach was followed, in which
numeric data were applied in objectively measuring the
variables of interest and determining the possible relationships
between them (Leedy & Ormrod 2015). The study also used a
cross-sectional survey strategy, in which data were collected
from the selected respondents in a single snapshot of time
(Blumberg, Cooper & Schindler 2014).

The target population for this study consisted of managers
and employees of two selected firms operating within the
FMCG industry in the Gauteng province. From this
population, respondents were selected using a non-
probability purposive sampling technique. Purposive
sampling is the deliberate choice of a specific respondent
because of the qualities she or he possesses (Battaglia 2011;
Etikan, Musa & Alkassim 2016). It was the sampling technique
of choice in this study because respondents had to have some
elementary knowledge of the subject under investigation, as
demonstrated by their level of education, as well as sufficient
knowledge of the FMCG industry which is indexed on their
work experience.

A total of 150 questionnaires were distributed to managers
and professional employees of the selected firms. A sum of
82 were returned, of which 73 were used in the final data
analysis, which produced a response rate of 48.7%. A total of
nine questionnaires were discarded because they had errors.
The sample size of 73 respondents was considered to be
acceptable because, as recommended by Forcino et al. (2015),
sample sizes for multivariate analysis in quantitative studies
should have at least 50 respondents. Other authors (DeVellis
2017; De Winter, Dodou & Wieringa 2009) suggest that the
rule of thumb for factor analysis (the procedure also applied
in this study) should be at least n = 50. Thus, the sample size
of n = 73 was adequate to deliver sufficient data to minimise
statistical errors, and increase validity as well as reliability
and statistically significant results.

Research instrument

This study used a four-section self-administered survey
questionnaire to collect data. Section A of the questionnaire
provided information on the demographic profiles of the
individual respondents. Section B consisted of 14 questions
focusing on leadership styles as adapted from the Management
Leadership Questionnaire (MLQ) (Bass & Avolio 2000). The
questions in this section were presented in five-point Likert-
type scales anchored by 1 — not at all, to 5 — frequently, if not
always. Section C sought responses on SCQ using a six-item
scale adapted from previous studies by Koh et al. (2007) and Li
et al. (2009). In section C, questions were presented in five-
point Likert-type scales anchored by 1 — strongly disagree, to
5 — strongly agree. Section D sought responses to business
performance and used seven questions adapted from studies
by Koh et al. (2007) and Li et al. (2009). The questions in section
D were presented in five-point Likert-type scales anchored by
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1 —much worse than industry average, to 5 — much better than
the industry average. Measurement scale items are indicated
in Tables 3-5.

Data collection

A survey questionnaire was distributed using a combination
of the drop and collect and email methods. The targeted
respondents were given 1 week in August 2017 to complete
the questionnaire. A confidentiality agreement and an
informed consent form accompanied each questionnaire to
facilitate the data collection. All respondents in the survey
completed the same questionnaire and were not given
incentives for participating in the study.

Data analysis

The collected data were analysed using the Statistical
Packages for the Social Sciences (SPSS version 25.0). The
statistical analysis techniques used in the study included
descriptive statistics, exploratory factor analysis (EFA),
correlations and regression analysis. Descriptive statistics
such as frequencies and percentages are used to summarise
the collected data and to show the patterns in that data
(Nick 2007). In this study, descriptive statistics were used to
analyse the demographic profile of respondents. Exploratory
factor analysis is a procedure used to determine the
underlying structure of a set of variables (Norris & Lecavalier
2009). In the present study, the EFA procedure was applied
to determine the factor structure of the collected data
regarding the constructs of the study, namely transformational
leadership, SCQ and business performance. Correlation
analysis is a statistical procedure used to test the strength and
direction of linear associations between research constructs
(Székely, Rizzo & Bakirov 2007). Regression analysis is a
statistical procedure for testing for causality or prediction
between a set of research constructs (Freedman 2005). Both
correlation and regression analyses were used to test the
relationships between the constructs under consideration in
the current study.

Ethical considerations

The study was conducted after an ethical clearance had been
granted by the Ethics Review Committee of the School of
Business Leadership Research of the University of South
Africa (Reference number: 2018_SBL_MBL_161_FA).

Research results

The results section discusses the demographic profile of
respondents, the application of EFA, correlations and
regression analysis.

Demographic profile of respondents

The profile of the respondents is presented in Table 1.

As shown in Table 1, males constituted 60.3% (n = 44) and
females constituted 39.7% (n = 29) of the sample. The age
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TABLE 1: Demographic details of the respondents.

Variable Categories Frequency (n) %
Gender Male 44 60.3
Female 29 39.7
Total 73 100
Age group 18-25 years 5 6.8
26-30 years 16 219
31-35 years 17 233
36-40 years 8 11.0
41-50 years 15 20.5
Above 50 years 12 16.4
Total 73 100
Highest Matric 16 21.9
EIREEEN gy 30 41.1
Degree 16 219
Postgraduate diploma 1 1.4
Master’s 3 4.1
Professional qualification 6 8.2
Other 1 1.4
Total 73 100
Employment  Less than 2 years 12 16.4
period Between 2 and 5 years 23 31.5
Between 6 and 10 years 15 20.5
Between 11 and 15 years 17 233
Between 16 and 20 years 4 5.5
More than 20 years 2 2.7
Total 73 100
Race African 52 71.2
Indian or Asian 5 6.8
White 16 21.9
Total 73 100
Position in Top management 1 14
organisation Senior management 7 9.6
Middle management 15 20.5
Junior management 23 315
Semi-skilled 26 35.6
Unskilled 1 1.4
Total 73 100
Occupational Senior officials and managers 9 12.3
e Professionals 10 13.7
Technicians and associate professionals 12 16.4
Clerks 12 16.4
Service and sales workers 12 16.4
Plant and machine operators and assemblers 18 24.7
Total 73 100

groups most represented in the sample were 26-30 years at
21.9% (n = 16), 31-35 years at 23.3% (n = 17) and 41-50 years
at 20.5% (n = 15). In the highest qualification category,
diploma holders constituted 41% (n = 30), while matriculation
and degree holders made up 21.9% (n = 16) apiece. In terms
of the employment period, 31.5% (n = 23) of the respondents
had 2-5 years” work experience, followed by those with
11-15 years at 23.3% (n = 17). The race category composed of
Africans with 71.2% (n = 52), Indians with 6.8% (n = 5)
and white people with 21.9% (n = 16). With reference to
the positions occupied, semi-skilled respondents were the
highest in terms of representation in the sample at 35.6%
(n = 26), followed by junior management with 31.5% (n = 23).
Occupations represented in the sample constituted the
following: senior officials and managers with 12.3% (n = 9);
professionals with 13.7% (n = 10); technicians and associate
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professionals, clerks, and service and sales workers all with
16.4% (n = 12), respectively; and plant and machine operators
and assemblers followed with 24.7% (n = 18).

Exploratory factor analysis

Because the measurement scales were adapted from other
studies, an EFA procedure was performed to determine the
factor structure of the data collected in the study. A Kaiser—
Meye-Olkin (KMO) test of sampling adequacy and the
Bartlett’s test of sphericity were performed to assess
whether the data captured were suitable for EFA. The
results of the Bartlett’s and the KMO tests are presented in
Table 2.

As indicated in Table 2, the KMO was 0.664 for the
transactional leadership scale, 0.744 for the SCQ scale and
0.804 for the business performance scale. These values were
above the 0.5 minimum threshold suggested by Kaiser (1974).
The Bartlett’s test yielded significant chi-squares of 273.146
(df = 120) for the transactional leadership scale, 222.929
(df =15) for the SCQ scale and 161.826 (df = 21) for the business
performance scale. These test results were all significant at
the 5% level. Because the results of the Bartlett’s and the
KMO tests were within the recommended thresholds, it was
determined that data were factorable, and hence EFA could
be performed.

Exploratory factor analysis for the transactional
leadership scale

The scale used to measure transactional leadership was
initially composed of 14 items. The EFA was conducted in
line with the procedure undertaken by Bradley (2010), in
which the default method was to retain items with factor
loadings greater than or equal to 0.50 and with an eigenvalue
either equal to or greater than 1. In addition, the percentage
of variance explained and the screen plot criterion guided the

TABLE 2: The Kaiser—Meye—Olkin measure and the Bartlett test results.
KMO measure

Constructs Bartlett’s test of sphericity

“sdeauary  Agproimate Degreesof igifcanc
Transactional leadership 0.664 273.146 120 0.000
Supply chain quality 0.744 222.929 15 0.000
Business performance 0.804 161.826 21 0.000

KMO, Kaiser—-Meyer—0lkin.

TABLE 3: Three-factor rotated structure for the transactional leadership scale.
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extraction of factors. Although all factor loadings for the
transactional leadership scale were greater than 0.5, five
items (TL3, TL9, TL10, TL15 and TL16) were dropped during
the factor analysis because of cross-loadings. The factor
extraction procedure produced a three-factor structure.
Table 3 presents the rotated factor solution for the transactional
leadership scale.

As shown in Table 3, three transactional leadership factors
with eigenvalues greater than 1 were extracted in the EFA.
Factor 1 consisted of three items, was labelled as contingent
reward, had an eigenvalue of 2.491 and contributed to 22.64%
of the variance in transactional leadership. Factor 2 consisted
of three items, was labelled as passive-avoidant, had an
eigenvalue of 1.808 and contributed to 16.4% of the variance
in transactional leadership. Factor 3 also consisted of three
items, was labelled as management by expectation (active), had
an eigenvalue of 1.6 and contributed to 14.46% of the variance
in transactional leadership. Therefore, overall, these three
factors explained 53.63% of the variance in transactional
leadership.

Concerning their reliabilities, as measured using the
Cronbach’s alpha coefficient, the three factors had reliabilities
ranging from 0.604 to 0.707. These values were in line with
the recommendation by Hair et al. (2014), that Cronbach’s
alpha values above 0.6 are acceptable for measuring
reliability. Item TL1 was dropped during scale purification
because it had an item-total correlation which was less than
the recommended minimum of 0.3 (Field 2005) and was
therefore classified as a ‘garbage” item that was not correlating
well with the scale.

Exploratory factor analysis for the supply chain quality scale
The EFA procedure was also conducted for the SCQ scale.
Initially, the scale was composed of six items, and two of them
(SCQ4 and SCQ5) were discarded because of cross-loadings.
The rotated factor solution for the SCQ scale is presented in
Table 4.

The EFA process reveals that only one factor captured all
the subcomponents of SCQ. With an eigenvalue of
3.376, the total variance explained for the SCQ factor was

Item code Item description Factor
1 2 3
Contingent reward Management by Passive-avoidant
expectation (active)

TL2 Re-examine critical assumptions to question whether they are appropriate 0.817 -0.079 0.127
TL8 Make clear what one can expect to receive when performance goals are achieved 0.808 -0.120 -0.110
TL6 Discuss in specific terms who is responsible for achieving performance targets 0.597 -0.142 0.234
TL14 Avoid making decisions -0.070 0.815 0.042
TL5 Am absent when needed 0.107 0.798 0.068
TL4 Avoid getting involved when important issues arise -0.251 0.643 -0.119
TL13 Direct my attention towards failures to meet standards 0.034 -0.022 0.792
TL12 Keep track of all mistakes 0.082 0.097 0.768
TL11 Concentrate my full attention on dealing with mistakes, complaints and failures 0.022 -0.031 0.640

Note: Bold values indicate items that loaded under the factor.

http://www.jtscm.co.za . Open Access
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TABLE 4: Unidimensional factor structure for the supply chain quality scale.
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TABLE 5: Two-factor rotated structure for the business performance scale.

Item code Description Factor 1
Supply chain quality
scQl Our company implements frequent quality 0.934
improvements
scQ2 The product has higher technical durability 0.794
than competitors
sca3 The product provided conforms to 0.816

prearranged specifications

sca6 Our company implements frequent cost- 0.720
reduction measures

Note: Eigenvalue is 3.376 for supply chain quality. Reliability (Cronbach’s alpha) is 0.895 for
supply chain quality. Total variance explained is 56.267 for supply chain quality.

SCQ, supply chain quality.

56.27%. The reliability of the factor as measured by the
Cronbach’s alpha was 0.895, which is regarded as
acceptable by Nunnally (1978).

Exploratory factor analysis for the business

performance scale

The business performance scale was initially composed of
seven items. In applying the EFA procedure to determine the
factor structure of this scale, two factors were extracted, and
none of the seven items were dropped from the scale. The
resulting factor structure is presented in Table 5.

The eigenvalue is 3.378 for non-financial performance and
1.134 for financial performance. Reliability (Cronbach’s
alpha) is 0.750 for non-financial performance and 0.785 for
financial performance. Total variance explained is 48.257 for
non-financial performance and 16.203 for financial
performance.

As shown in Table 5, two business performance factors
with eigenvalues greater than 1 were extracted in the EFA.
Factor 1 consisted of four items, was labelled as non-financial
performance, had an eigenvalue of 3.3378 and contributed to
48.257% of the variance in business performance. Factor 2
consisted of three items, was labelled as financial performance,
had an eigenvalue of 1.134 and contributed to 16.2% of the
variance in business performance. Overall, these two factors
explained 64% of the variance in business performance.
The Cronbach’s alpha values for the two factors were both
above the recommended minimum cut-off value of 0.7,
which implies that the two scales were internally consistent
or reliable.

Correlation analysis

Correlation analysis was applied to measure the linear
associations between transactional leadership subcomponents,
SCQ and business performance. Pearson correlation analysis,
which assesses the degree that quantitative variables are
linearly related in a sample (Maxwell & Moores 2007), was
used. The results of this analysis are presented in Table 6.

As shown in Table 6, positive inter-factor correlations
ranging from r = 0.141 to r = 0.521 were observed between
contingent reward, management by exception, SCQ and the
two subcomponents of business performance. This result
depicts that an increase in one factor would attract
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Item code Description Factor
1 2

Non-financial Financial

performance performance
BP6 Customer satisfaction 0.806 0.068
BP2 Productivity 0.752 0.219
BP7 Supplier performance 0.717 0.204
BP1 Employee satisfaction 0.645 0.382
BP5 Cost savings 0.142 0.867
BP3 Sales or revenue growth 0.167 0.848
BP4 Profitability 0.348 0.697

Note: Bold values indicate items that loaded under the factor.

TABLE 6: Correlations: Transformational leadership, supply chain quality and
business performance.

Constructs CR PA MBE (A) scQ NFBP FBP
CR 1 - - - - -
PA -0.165 1 - - - -
MBE (A) 0.141 0.011 1 - - -
sca 0.496%** -0.139 0.117* 1 - -
NFBP 0.219* -0.082 0.195* 0.424%** 1 -
FBP 0.389%** -0.117 0.218* 0.470%** 0.521%* 1

CR, continent reward; PA, passive-avoidant; MBE (A), management by expectation (active);
SCQ, supply chain quality; NFBP, non-financial business performance; FBP, financial business
performance.

*, Correlation is significant at the 0.05 level (two-tailed).
*%, Correlation is significant at the 0.01 level (two-tailed).

an increase in the other factors as well and vice versa.
However, correlations between passive-avoidant and other
constructs were either almost non-existent (e.g. with
management by exception) or negative (e.g. with the rest of
the constructs). These negative correlations depict an inverse
association in which an increase in the passive-avoidant
leadership would result in decreases in SCQ and both
financial and non-financial performance.

Regression analysis

To determine whether there were predictive relationships
between the different variables, regression analysis was used.
Regression analysis is a statistical technique that facilitates
the summarising of the relationship between a variable of
interest and one or more variables foreseen to influence that
variable (Schroeder, Sjoquist & Stephan 2017). In this study,
regression analysis was applied using the enter method, in
which all variables are entered in a single step. Because there
were three sets of relationships, three regression equations
and models were computed. In the first regression model,
contingent reward, passive-avoidant and management by
expectation (active) were entered as the independent
variables, while SCQ was entered as the dependent variable.
The linear regression equation for model 1 was formulated as
follows:

SCQ = B, + p, (contingent reward) + f, (passive-avoidant)
+ f,(management by expectation; active) [Eqn 1]

where SCQ is supply chain quality, f, is the constant or
intercept and g, , are the coefficients of the independent
variables.
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The results of the first regression analysis are presented in
Table 7.

As shown in Table 7, the regression analysis in model 1
revealed that the three transactional leadership predictors
(adjusted R* = 0.252) explained approximately 25% of the
variance in SCQ. This further denotes that the remaining 75%
of the variance in SCQ is explained by other factors that were
not considered in this study. The study considered the effect
of multicollinearity, which suggests that several of the
independent variables are closely linked in some way, which
causes unusual results when attempting to study how well
individual independent variables contribute to an
understanding of the dependent variable (O’Brien 2007).
Murray et al. (2012) suggest that the variance inflation factor
(VIF) value should preferably be below 10. Concerning
tolerance, larger tolerance values of more than 0.5 are more
desirable as they are more indicative of lesser problems with
multicollinearity (Denis 2011). Table 7 further shows that VIF
values were lower than the recommended maximum of 10
and their tolerance values were higher than 0.5 minimum
cut-off value. Thus, multicollinearity problems were almost
negligible in the model.

In the second regression model, SCQ was entered as
the independent variable, while non-financial business
performance was entered as the dependent variable. The linear

regression equation for model 2 was formulated as follows:
NFBP = f, + p, (SCQ) [Eqn 2]

where NFBP is non-financial business performance, 5, is the
constant or intercept and f, is the coefficient for SCQ.

TABLE 7: Regression model 1: Transactional leadership and supply chain quality.
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The results of this regression analysis are presented in
Table 8.

Table 8 reveals that in the regression analysis in model 2, the
single predictor variable (SCQ: adjusted R* = 0.180) explained
approximately 18% of the variance in non-financial business
performance in this study. Concerning evaluating the
assumptions of multicollinearity, the VIF for the predictor
(1.000) was acceptable because it was less than 10 and
the tolerance value (1.000) was higher than 0.5. Hence,
multicollinearity problems were minimum in this regression
model.

In the third regression model, SCQ was entered as the
independent variable and financial business performance as
the dependent variable. The linear regression equation for
this model was formulated as follows:

FBP = §, + 8,(SCQ) [Eqn 3]

where FBP is financial business performance, g, is the
constant or intercept and f, is the coefficient for SCQ.

The results of this regression analysis are presented in
Table 9.

Table 9 shows that in the regression analysis in model 3,
the single predictor (SCQ: adjusted R* = 0.210) explained
approximately 21% of the variance in financial business
performance. In further assessing the assumptions of
multicollinearity, the VIF for the predictor (1.000) was
acceptable because it was less than 10, while the tolerance

Independent variables: Unstandardised coefficients

Dependent variable: supply chain quality

transactional leadership

p Standard error Beta t Sig. Collinearity statistics
# (p) Tolerance VIF
Constant 3.053 0.766 3.983 0.000 - -
CR 0.705 0.157 0.479 4.487 0.000 0.952 1.050
MBE (A) 0.600 0.130 0.500 0.479 0.000 0.979 1.021
PA -0.081 0.142 -0.060 -0.569 0.571 0.972 1.029

R, 0.502; adjusted R?, 0.252; F, 7.735.

CR, continent reward; PA, passive-avoidant; MBE (A), management by expectation (active); Sig., significance; p, p-value; f, beta; VIF, variance inflation factor.

TABLE 8: Regression model 2: Supply chain quality and non-financial business performance.

Independent variable: Unstandardised coefficients

Dependent variable: non-financial business performance

supply chain quality

p Standard error Beta t Sig. Collinearity statistics
2 (p) Tolerance VIF
Constant 2.368 0.378 - 6.265 0.000 - -
Supply chain quality 0.255 0.065 0.424 3.947 0.000 1.000 1.000

R, 0.424; adjusted R?, 0.180; F, 15.57.
Sig., significance; VIF, variance inflation factor; f, beta; p, p-value.

TABLE 9: Regression model 3: Supply chain quality and financial business performance.

Independent variable: Unstandardised coefficients

Dependent variable: financial business performance

supply chain quality

p Standard error Beta t Sig. Collinearity statistics
) (») Tolerance VIF
Constant 1.535 0.455 3.372 0.001 - -
Supply chain quality 0.349 0.078 0.470 4.486 0.000 1.000 1.000

R, 0.470; adjusted R?, 0.210; F, 20.122.
Sig., significance; VIF, variance inflation factor; f, beta; p, p-value.
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value (1.000) was also higher than 0.5. This also signals that
multicollinearity problems were minimum in this model.

Outcomes of hypotheses tests

The five relationships that were hypothesised in the
conceptual framework (Figure 1) of this study were tested
using both correlation and regression analyses. The outcomes
of the hypotheses tests that show the correlation coefficients,
beta coefficients, the corresponding ¢ and p-values and the
outcome of each relationship are provided in Table 10.

The results of the hypotheses tests show that except for H,,
which initially suggested a positive relationship between
passive-avoidant and SCQ, the other four hypotheses (H,, H,,
H, and H,) were supported. Further discussions on each
hypothesised relationship are provided in the next section.

Contingent reward leadership and supply
chain quality

The first hypothesised relationship (H,), which suggested
that contingent reward has an influence on SCQ, was
supported. Correlation analyses indicated a moderate positive
association between contingent reward and SCQ (r = 0.496;
p < 0.01). This result illustrates that when contingent
reward increases, SCQ will also increase. Regression analysis
indicates that contingent reward was statistically significant
in predicting SCQ (f = 0.479; ¢t = 4.487; p = 0.000), which
demonstrates that the practice of contingent reward leads to
SCQ. As such, there is a high likelihood of greater SCQ in
FMCG environments where contingent reward is practised
by leaders and managers. These results are parallel to those
found in a study by Laohavichien et al. (2009), where the
quality of the supply chain was higher in organisations
where contingent reward was practised. Consistently,
Frober and Dreisbach (2014) found that having a strong
contingent reward system in place can strengthen the
competitive advantage through SCQ. A contingent reward
system that is motivationally based is used to reward the
achievement of goals and provides for positive reinforcement
in meeting the set objectives. For instance, employees that
meet their predetermined goals can be awarded some
performance-based bonuses. In turn, such employees
become motivated to exert additional effort in various areas
of their work, leading to the improved quality of the supply
chain. Thus, the awards encourage optimal performance in
various areas of the organisation (Walumbwa, Wu & Orwa
2008), which explains the positive influence on SCQ in the
FMCG industry as observed in this study.

TABLE 10: Outcomes of hypotheses tests.
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Management by expectation leadership and
supply chain quality

The second hypothesised relationship (H,), which suggested
that management by expectation (active) has an influence
on SCQ, was supported. There was a moderate positive
association between management by expectation (active)
and SCQ (r = 0.117; p < 0.01) in the correlation analysis.
This result presents the picture that when management by
expectation (active) increases, SCQ will also increase. The
indicates that management by
expectation (active) was statistically significant in predicting
SCQ (f = 0.500; ¢ = 0.479; p = 0.000). This result implies that
the practice of management by expectation (active) leads to
SCQ. For instance, when managers are attentive in
monitoring the activities of their subordinates, they may
easily identify areas where standards are being compromised.
Such managers may then immediately apply some remedial
action to address any adverse situation, which catapults
both organisational inputs and outputs back to the expected
standards. In this manner, there is a high likelihood of
greater SCQ in FMCG environments where managers and
leaders practise management by expectation (active). Willis,
Clark and O’Connor (2017) found similar results which
showed that relationship exists between
management by expectation and contextual performance. In
the setting of this study, this contextual performance is
represented by SCQ.

regression  analysis

a positive

Passive-avoidant leadership and supply
chain quality

The third hypothesised relationship (H,), which suggested
that passive-avoidant leadership has an influence on SCQ,
was not supported. There was a weak negative association
between the passive-avoidant and SCQ (r=-0.139; p < 0.01)
in the correlation analysis, which implies that SCQ will
decrease whenever the prevalence of passive-avoidant
leadership increases. The regression analysis indicates that
passive-avoidant leadership was statistically insignificant
in predicting SCQ (f# = -0.060; ¢ = -0.569; p = 0.571). This
result demonstrates that passive-avoidant leadership
practices do not promote SCQ. Put in other words, there is
ahigh likelihood of inadequate SCQ in FMCG environments
where passive-avoidant leadership practices are common.
Consistent with these results, Skogstad et al. (2014) found
that passive-avoidant leadership practices may have
negative consequences in critical situations where strong
leadership is critical but is absent. This applies to scenarios

Proposed relationship Hypothesis Correlation Beta t P Outcome

coefficient (r) coefficient (f)
Contingent reward — Supply chain quality H, 0.496** 0.479 4.487 0.000  Significant and supported
Management by expectation (active) — Supply chain quality H, 0.117 0.500 0.479 0.000 Significant and supported
Passive-avoidant — Supply chain quality H, -0.139 -0.060 -0.569 0.571  Not significant and not supported
Supply chain quality — Non-financial business performance H, 0.424%* 0.424 3.947 0.000  Significant and supported
Supply chain quality — Financial business performance H 0.470** 0.470 4.486 0.000  Significant and supported

5

*, Correlation is significant at the 0.05 level (p-value, significance at the 0.05 level).
*%, Correlation is significant at the 0.01 level (two-tailed).
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where superior SCQ is a requirement for the overall
performance of the supply chain. For instance, when
supervision is lacking, which is what happens during
passive-avoidant leadership, some employees generally
tend to lower the expected standards of performance and
apply minimum efforts in their work (Kabede & Demeke
2017). As a result, organisational systems and procedures
suffer, leading to a decrease in quality standards. This
perhaps explains why no significant relationship was
found between passive-avoidant and SCQ in the present
study.

Supply chain quality and non-financial
performance

The fourth hypothesised relationship (H,), which suggested
that SCQ has an influence on non-financial performance, was
supported. In the correlation analysis, there was a moderate
positive association between SCQ and non-financial business
performance (r = 0.424; p < 0.01). This result shows that when
there is an improvement in SCQ, non-financial business
performance will likewise increase. The regression analysis
indicates that SCQ was statistically significant in predicting
non-financial business performance (f = 0.424; ¢+ = 3.947;
p =0.000). This result suggests that there is a high prospect of
significant non-financial business performance in FMCG
environments where there is greater SCQ. Consistent with
this result, Zizlavsky (2014) suggests that there is a positive
relationship between aspects of SCQ and non-financial
business performance, which is indicated in areas such as
customer and employee satisfaction, innovation, systems
and procedures, and social and environmental performance.
Accordingly, it is important to ensure that aspects of non-
financial business form part of supply chain performance
measurement tools in the FMCG industry.

Supply chain quality and financial business
performance

The fifth hypothesised relationship (H,), which suggested
that SCQ has a positive influence on financial business
performance, was supported. In the correlation analysis,
there was a moderate positive association between SCQ
and financial business performance (r = 0.470; p < 0.01). This
result demonstrates that when there is an increase in SCQ,
financial business performance will, in the same way,
increase. The regression analysis indicates that SCQ was
statistically significant in predicting financial business
performance (f = 0.424; ¢t = 3.947; p = 0.000). This result
exhibits the finding that there is a high probability of higher
financial business performance in FMCG environments
where there is greater SCQ. In sync with this result, Lin et
al. (2005) found a causal link between quality management
practices that incorporate SCQ subcomponents and
economic performance. Hence, the ability of a business in
the FMCG industry to achieve better financial results is also
linked to the quality of the supply chain in which the
business operates.
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Conceptual model with final results

The conceptual model showing the final results is presented
in Figure 2.

The final model reveals the finding that contingent reward
leadership exerted the highest influence on SCQ. In turn,
SCQ had an almost similar positive influence on both
financial and non-financial performance.

Conclusions, theoretical and
managerial implications

This study aimed to investigate the link between transactional
leadership, SCQ and business performance in the FMCG
industry in South Africa. The study reveals that there is a
positive relationship between SCQ and two transactional
leadership styles, namely contingent reward and management
by expectation (active). The third dimension of transactional
leadership (passive-avoidant) neither correlates with nor
predicts SCQ. The study further shows that SCQ is
positively related to both financial and non-financial business
performance. Thus, the study concludes that the right mix
of transactional leadership styles positively contributes to
SCQ in the FMCG industry. The study further concludes
that SCQ contributes to both financial and non-financial
business performance in the FMCG industry. The overall
conclusion is that leadership practices are of material value in
determining the quality of the supply chain and the
performance of the FMCG industry.

This study provides both academic and practical implications.
From an academic standpoint, the study provides information
on how leadership practices — in this case, transactional
leadership — can shape SCM outcomes such as SCQ and
business performance in the FMCG industry. This information
may be used for the benefit of individuals as well as scholars
interested in the fields of both leadership and SCM.

From a management position, the insights generated in this
study provide managers and practitioners with the essential
understanding of leadership factors that can impact SCQ and
business performance. The study suggests that to improve
SCQ, efforts should also be extended to leadership practices
in place in the business organisation. To improve SCQ within
the FMCG industry, managers should adapt their leadership
traits to those practices that have a positive influence on SCQ
and practice less of the traits that have a negative impact on
SCQ. In this case, this denotes that to improve SCQ, managers
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FIGURE 2: Conceptual model with final results.
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in the FMCG industry should place more emphasis on both
contingent reward and management by expectation (active)
while avoiding the passive-avoidant style of leadership.
Managers in that industry should be more pragmatic in their
approach to leadership to ensure that they create a superior
SCQ for their firms. To achieve this status, it is important to
ensure that employees participate in decision-making and
that transparency is built through the sharing of information.
There should be a drive for the recruitment of people who
have a positive mindset, and this should be supported by a
structured reward and recognition system. It is further
essential to build trust within teams and to make an appeal to
the values of employees, which should be aligned with the
firm’s values. These actions will, to a large extent, boost the
levels of motivation among employees, thereby enabling
them to direct their efforts towards the achievement of the
SCQ performance of the firm.

In the same way, in the diagnoses of problems related to
business performance, emphasis should be placed on
understanding the contribution of SCQ. It is crucial for
managers to adopt and implement SCQ practices that add
value and deliver an increase in their firm’s financial and
non-financial performance. To start with, an SCQ management
system should be developed and implemented to manage
the quality of the supply chain. It is important to track poor
supplier quality and customer complaints, and understand
the cost of poor quality. On the employee side, employee
skills should be introduced through continuous learning and
development. Furthermore, best practices should be shared
internally and externally, and firms can invest in and adopt
lean supply chain technologies. These initiatives are likely to
improve SCQ, leading to enhanced business performance.

Limitations and future research
directions

This study was restricted to FMCG firms in the Gauteng
province, South Africa, and its sample size was limited to 73
respondents. This limits the extent to which the results can
be generalised to FMCG industries in other provinces of
South Africa and elsewhere. The study was also limited in its
use of the non-probability purposive sampling technique,
which is subject to sampling bias (Mercer et al. 2017).

The scope of the study can be expanded by the use of
samples drawn from several South African provinces to
ensure that the results are more representative of the FMCG
industry in the country. Because the study was restricted
to transactional leadership practices, other leadership styles
such as transformational, distributed and servant-leadership,
among others, should be considered in future research.
Future studies could also examine the relationship between
such leadership styles and other aspects of SCM apart from
SCQ, as well as other business performance dimensions that
were not considered in this study. Similar studies can be
undertaken in other sectors of the economy, which provides
a basis for comparison with the FMCG industry.
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