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Abstract- Extensive literature is available on supply chain
performance (SCP). Most of the studies examined the
relationship between SCP and firm performance in both
developed as well as developing countries. However,
researchers did not consider the effect of SCP on economic
growth, particularly in Indonesian prospective. Therefore,
the objective of this study is to examine the role of supply
chain performance in the economic growth of Indonesia. To
address the objective, data were collected from Indonesian
economists. E mail survey was used, and questionnaires were
distributed to collect the data. A total number of seven
hypotheses were tested with the help of the structural
equation modeling technique. The finding shows that
inflation has an influence on SCP. Increases in inflation
decrease the SCP. Moreover, investment growth rate and
population growth rate also have an effect on SCP which has
a contribution to the economic growth of Indonesia. Thus,
the Indonesian government must boost supply chain to
enhance economic growth.

Keywords; Supply chain performance, rate of inflation,
investment growth rate, population growth rate, economic
growth rate.

1. Introduction

In the recent decade, the supply chain is becoming the
crucial element in economic growth. As a good supply
chain mechanism has considerable contribution among
various nation’s economy. Because it has an exceptional
contribution to various country’s gross-domestic product.
Increases in the performance of manufacturing companies
and services companies [1-4] increases the overall growth
in the economy. Because the increases in firms
performance have a direct relationship with economic
growth [5, 6].

Extensive literature is available on SCP. Most of the
studies examined the relationship between SCP practices
and firm performance in both developed as well as
developing countries [7], however, most the previous
studies did not examine the effect of SCP on the economic
growth. This relationship between SCP and economic
growth is important because the supply chain has a key
role in the economy.
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Therefore, this study examined the role of supply chain
performance in the economic growth of Indonesia.
Indonesia is under the list of emerging economies.
Therefore, it requires better strategies to become under the
list of developed economies. Various previous studies
carried out research on Indonesian economic growth and
supply chain management [8-10], however, missing the
collective effect of supply chain and economic growth.

Thus, this study investigated the relationship between
economic growth and supply chain performance in
Indonesian prospective. Additionally, supply chain
performance generally effected due to various other
economic factors such as rate of inflation, investment
growth rate and population growth rate. According to Bey
(2012), the rate of inflation, investment growth rate and
population growth rate has a significant influence on
economic growth. Fluctuations in these three elements
have the ability to influence the supply chain and
economic growth of every country.

Inflation is usually the quantitative measure of the
degree at which the normal price level of various
particular goods as well as services in an economy goes
upward over a specific period of time. Often articulated as
a percentage, inflation designates a reduction in the buying
power of a nation's currency. It has a negative effect on
the supply chain of goods and services. Because increases
in inflation decrease the purchasing power of people
which ultimately decreases in the supply of goods and
services. On the other hand, investment is treated as the
expansion or development of businesses. As increases in
investment among various business increase the supply
chain activities which ultimately increases the overall
supply chain performance [11]. Increases in SCP
definitely have a positive indication of better economic
growth. Moreover, increase or decreases in population
also effect on the supply of goods. As both population and
demand for goods have a relationship with each other [10-
15]. Increases in the population increase the demand for
goods and services which increases the supply chain
activities as well as performance.

Therefore, the objective of this study is to examine the
role of SCP in the economic growth of Indonesia. The
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relationship between supply chain performance, inflation,
investment, population, and economic growth is shown in
Figure 1. To achieve this objective, the study has
following sub-objectives;

1. To study the role of inflation rate in SCP.

2. To study the role of the investment growth rate in
SCP.

3.  To study the role of population growth rate in
SCP.

4. To study the role of SCP in economic growth
through the supply chain.

5. To study the mediating role of SCP.

Rateof Inflation Supply Chain
Performance

Investment Growth Supply Chain
Rate Performance
Population Growth Supply Chain
Rate Performance

Figure 1. The theoretical framework of the study showing
the relationship between SCP, inflation, investment,
population, and economic growth

2. Hypotheses Development

There is a huge survey of the literature, which includes
theoretical and experimental parts of the connection
between economic growth and inflation. To achieve the
end goal and stay away from replication we chose to
exhibit a concise literature survey which is committed to
the examination of inflation impact on economic growth.
Now a day, the new class of models with respect to
inflation-economic growth linkage demonstrates that
connection between them is non-linear and, in this
manner, there is a threshold level here. In this relationship
between inflation and economic growth, the supply chain
has the most important role. Inflation has an impact on the
supply chain which ultimately has an impact on the
economic growth of the country. As it is revealed by [16],
both supply chain and inflation have a relationship with
each other.

Besides, some different investigations have
demonstrated that the connection between inflation and
growth is critical just for specific levels of inflation. For
example, [17] inspect the factors of economic growth
utilizing yearly CPI inflation of 26 nations which noticed
inflation crises in the period between 1961 and 1992. The
observational discoveries of the investigation show the
presence of a limited level of the inflation rate of 40%.
They find an uncertain link between inflation as well as
economic growth beneath this limit level when nations
with more inflation crises. The investigation proposes that
there exists a brief negative association among inflation as

well as economic growth. The strength of the exact results
is analysed by monitoring for different factors, for
example, shocks related to political issues [18] wars and
terms of exchange. They additionally find that nations that
have crossed the limit into more inflation have a negative
impact on economic growth. The economy is the most
important element of every nation [19] and increases in
inflation decrease the supply chain activities, which
decreases economic growth

The supply chain has a significant role in every
nation’s well-beings and economic growth [20]. Increases
in supply chain mechanism increase the economic growth.
As the supply chain is the most important part in various
activities related to exports [21-24] and export has an
important participation in economic growth [25].
However, inflation has a negative effect on the supply
chain. The negative effect on supply chain decreases the
supply chain effectiveness and ultimately decreases the
economic growth.

Hypothesis 1: Rate of inflation has a negative effect
on SCP.

Moreover, the investment growth rate also has a role in
the supply chain and economic growth of the country. In
general, to invest is to assign money in the anticipation of
some profit in the future — for instance, investment in
various goods, in real estate by the service industry, in
different factories for manufacturing products, in product
expansion, and in R & D. These investment activities
growth has significate influence on supply chain and
economic growth. According to various studies, increases
in investment increases economic growth [26]. It is
evident from the literature that to expedite economic
growth, investment is most important.

Increases in investment also have an influence on the
supply chain. More the investment in the country more
will be the supply chain performance. Most of the
previous studies revealed that investment increases the
business [27]. Improvement in business in any community
increases the supply chain performance which ultimately
increases the economic growth. As it is revealed that
increases in businesses promote economic growth [28].
Therefore, there is a significant link between the
investment growth rate, supply chain performance and
economic growth of the country.

Hypothesis 2: Investment growth rate has a positive
effect on SCP.

Nevertheless, population growth rate has a
considerable effect on economic growth through supply
chain performance. According to [29], the population
growth rate is responsible for the economic growth of
every country. A study carried out by [30] on the
relationship of population growth and economic growth
drawing on historical data to chart the relations of
population growth, growth in per capita, and complete
economic growth by considering the past 200 years and
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found that both economic growth and population growth
has a strong relationship with each other’s. He also argued
that most of the previous studies have controversial results
in respect to the connection between economic growth and
population growth rate.

A third element, namely; supply chain performance
also has an important role between economic growth and
population growth rate. Increases in population growth
rate have an influence on supply chain performance which
has a significant impact on economic growth. Low
populace growth in high-income nations is probably going
to make social and economic issues while high populace
growth in low-income nations may moderate their
advancement. The universal movement could alter these
awkward natures, however, is contradicted by many
factors. Drawing on economic examinations of imbalance,
it creates the impression that brings down population
growth rate and restricted movement may add to expanded
national and worldwide economic disparity [31, 32].
However, all the factors influence the supply chain
performance.

Fluctuation in supply chain activities has an effect on
economic growth rate. As literature provides the evidence
that supply chain/logistic and economic growth has a
significant association through the gross-domestic product
[33]. A study carried out by [34] found that logistic
contributes towards economic growth. Increases in logistic
activities increase the supply chain and ultimately
increases economic growth. Most of the countries are now
focusing on supply chain management activities to
enhance economic growth. Increases in supply chain
activities increase the contribution in the gross domestic
product. Thus, from the above discussion, it is concluded
that population growth rate has the ability to influence
supply chain performance. Increases or decreases in
population can influence the supply chain and finally
supply chain performance can modify the economic
growth.

Hypothesis 3: Population growth rate has a significant
effect on SCP.

Hypothesis 4: SCP has a significant effect on
economic growth.

Additionally, from the literature, it is investigated that
inflation, investment growth rate and population growth
rate have a significant relationship with SCP. Moreover,
SCP has a significant relationship with economic growth
of the country. Therefore, by following the instructions of
[35], supply chain performance can be used as a mediating
variable. Thus, from the mediation prospective of supply
chain performance, following hypotheses are proposed;

Hypothesis 5: SCP mediates the relationship between
the rate of inflation and economic growth.

Hypothesis 6: SCP mediates the relationship between
the investment growth rate and economic growth.

Hypothesis 7: SCP mediates the relationship between
population growth rate and economic growth.

3. Research Methodology

Three sorts of methodologies have been directed in the
area of advanced education which are quantitative,
qualitative and mixed method research techniques. In the
mixed methodology, quantitative as well as qualitative
methods are utilized mutually [36]. In the sociology
research, the determination of method is most significant.
The methodologies section should in line with the nature
of the research study being attempted as opposed to
making choice dependent on biases [37]. Along these
lines, at the time of determination of the methodology for
the research, numerous variables are considered yet the
most critical thing to be considered is the choice of
technique which gives the best responses to the various
research questions.

Therefore, by following the above guidelines and
examine the nature of the study, the quantitative research
design was selected. To address the objective, data were
collected from Indonesian economists. E mail survey was
preferred, and questionnaires were distributed to collect
the data. Total 200 questionnaires used to collect the data.
All the questions in the questionnaires were close ended
and based on the 5 options from strongly disagree to
strongly agree. E mail addresses of economists were
gathered from the various sources provided by the
government of Indonesia. Three remainders were sent to
all the economists who did not respond to the survey.
Additionally, all the measures were adapted from previous
studies and measurement scale was developed to collect
the data. From 200 questionnaires, only 69 valid responses
were received. Therefore, PLS was used to analyse the
data, because PLS is appropriate while analysing the data
with a small sample [38].

4. Analysis and Results

In [39] provide the various steps of PLS-SEM
techniques by following the recommendations of [40].
According to these steps, PLS-SEM is based on two major
parts. Generally, these steps are divided into various
measurements such as reliability, validity and hypotheses
testing. According to the instructions, reliability and
convergent validity is based on factor loading, composite
reliability (CR) and average variance extracted (AVE).
Figure 2 showing the factor loading which is above 0.7 as
recommended by different prominent studies.
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RF1

PGR 0.946 0.948 0.958 0.822
RF 0.952 0.953 0.962 0.807
SCP 0.889 0.890 0.925 0.755

From the above Table 1 and Table 2, it is clear that all
the values are under satisfactory level. Factor loading is
above 0.7 for all items, composite reliability is above 0.7
and AVE is also above 0.5. Additionally, the discriminant
validity is shown in Table 3 and Table 4. In Table 3 it is
achieved with the help of AVE square root and in Table 4,
it is achieved with the help of HTMT ratio.

Table 3. Square Root of AVE

EGSC IGR PGR RF SCP
EGSC | 0.892
IGR 0.685 0.920
PGR 0.630 0.532 0.907
RF 0.696 0.705 0.807 0.898
SCP 0.523 0.756 0.785 0.673 0.869
Table 4. HTMT Ratio
EGSC IGR PGR RF SCP
EGSC
IGR 0.726
PGR 0.773 0.788
RF 0.735 0.757 0.655
SCP 0.601 0.626 0.756 0.840

S
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Figure 2. Factor Analysis
Table 1. Factor Loading Results
EGSC | IGR PGR RF SCP
EGSCI1 | 0.897
EGSC2 | 0.863
EGSC3 | 0.889
EGSC4 | 0.874
EGSC6 | 0.932
IGR1 0.940
IGR2 0.880
IGR3 0.944
IGR4 0.915
PGRI1 0.915
PGR2 0.899
PGR3 0.864
PGR4 0.923
PGRS5 0.930
RF1 0.901
RF2 0.911
RF3 0.894
RF4 0.887
RF5 0.915
RF6 0.880
SCP1 0.758
SCP3 0.908
SCP4 0.898
SCP5 0.902
Table 2. AVE and CR
o rho_A CR (AVE)
EGSC 0.935 0.937 0.951 0.795
IGR 0.940 0.945 0.957 0.847

From Table 1, Table 2, Table 3 and Table 4, it is
evident that the measurement model is achieved its
satisfactory level to proceed for the further analysis.
Further analysis of hypotheses testing was performed with

the help of PLS bootstrapping technique. PLS
bootstrapping is shown in Figure 3.
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Figure 3. Structural Model Assessment
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Table 5. Direct effect
0) M) | (STDEV T P
) Statistics Values
IGR -> SCP 0.033 0.032 0.015 2.268 0.031
PGR -> SCP 0.457 0.455 0.145 3.154 0.002
RF -> SCP - - 0.108 3.041 0.002
0.328 0.316
SCP > 0.923 0.923 0.013 70.476 0.000
EGSC

Table 5 shows the PLS bootstrapping results. From the
results, it is clear that all the hypotheses have t-value
above 1.96 which supported the hypotheses. Hence, the
results supported Hypothesis 1, 2, 3 and 4. Additionally,
the mediation effect is shown in Table 6. It is found that
all the in-direct hypotheses with the mediation effect of
supply chain performance are significant which accept
Hypothesis 5 and 7. However, the in-direct effect between
investment growth rate and economic growth was not
significant which rejected Hypothesis 6.

Table 6. Mediation Effect

(0) ™) (STDE T P

V) Statistics | Values

IGR -> SCP -> 0.03 | 0.04 0.113 0.269 0.788
EGSC 0 1

PGR -> SCP > 042 | 042 0.135 3.135 0.002
EGSC 2 0

RF -> SCP -> 0.30 | 0.29 0.100 3.036 0.003
EGSC 3 2

5. Discussion and Conclusion

The purpose of this study is to examine the role of SCP
in the economic growth of Indonesia. To address the
objective, data were collected from Indonesian economists
with the help of an email survey. To attain the main
objective, five sub objectives were developed which are
given below and each objective is discussed one by one in
light of results provided by the current study.

1. To study the role of inflation rate in SCP.

2. To study the role of the investment growth rate in
SCP.

3.  To study the role of population growth rate in
SCP.

4.  To study the role of supply chain performance in
economic growth through the supply chain.

5. To study the mediating role of SCP.

Against the first objective, the inflation has a
significant effect on SCP with t-value 3.041 and beta
value -0.328. Negative beta value shows an indirect
relationship. Increases in inflation decrease the supply
chain performance. Against the second objective, it is
found that investment growth rate has a significant
positive relationship with supply chain with t-value 2.268
and beta value 0.033. Increases in the rate of investment
increase the supply chain practices. Against the third
objectives, the same results were found. The population

growth rate has significant and positive effect supply
chain with t-value 3.154 and beta value 0.457. The fourth
objective was also achieved with the significant positive
relationship between SCP and economic growth. Finally,
the fifth objective related to mediation is shown in Figure
4 and Figure 5.

PGR -> EGSC

| |‘|

0z 03 04 05 06 o7 08
Indirect Effects

Frequency
o iy (5] w e o [=]

o1

0.0

Figure 4. The indirect effect of SCP between population
growth rate and economic growth

From Figure 4, it is evident that the mediation effect of
SCP between population growth rate and economic
growth is significant. SCP increases the positive effect of
population growth rate on economic growth. Moreover,
Figure 5 shows the indirect effect of SCP between the rate
of inflation and economic growth which shows a
significant mediation effect. However, the mediation
effect of SCP between the investment growth rate and
economic growth is insignificant.

RF -> EGSC
7
[
&5
c
T4
T 3
=,
q
o
0.1 00 0.1 02 03 04 05 08
Indirect Effects

Figure 5. The indirect effect of SCP between the rate of
inflation and economic growth

Therefore, the Indonesian government must enhance
the SCP to increases economic growth. The Indonesian
government should control inflation rate which will affect
positively on economic growth and increases the supply
chain practices. Thus, the study is beneficial for
practitioners to take help while making strategies.

REFERENCES

[1] Abdul, S., & Khan, R. "Green supply chain
management, economic growth and environment: A
GMM  based evidence,”" Journal of Cleaner
Production, 2018.

[2] Ameen, A. M., Ahmed, M. F., & Hafez, M. A. A.
"The Impact of Management Accounting and How It
Can Be Implemented into the Organizational
Culture,” Dutch Journal of Finance and
Management, Vol. 2, No. 1, 02, 2018.



Int. ] Sup. Chain. Mgt

813
Vol. 9, No. 2, April 2020

[3] Balassa, B. "Exports and economic growth: further
evidence," Journal of development economics, Vol.
5, No. 2, PP. 181-189, 1978.

[4] Baron, R. M., & Kenny, D. A. "The moderator—
mediator variable distinction in social psychological
research: Conceptual, strategic, and statistical
considerations,” Journal of personality and social
psychology, Vol. 51, No. 6, 1173, 1986.

[5] Basheer, M., Ahmad, A., & Hassan, S. "Impact of
economic and financial factors on tax revenue:
Evidence from the Middle East -countries,"
Accounting, Vol. 5, No. 2, PP. 53-60, 2019.

[6] Bey, M. "Inflation and Economic Growth Nexus in
Egypt," Universiti Utara Malaysia, 2012.

[7] Borensztein, E., De Gregorio, J., & Lee, J.-W. "How
does foreign direct investment affect economic
growth? 1," Journal of international Economics, Vol.
45, No. 1, PP. 115-135, 1998.

[8] Carkovic, M., & Levine, R. "Does foreign direct
investment accelerate economic growth?," Does
foreign direct investment promote development, 195,
2005.

[9] Choi, T. Y., & Chu, R. "Determinants of hotel
guests’ satisfaction and repeat patronage in the
Hong Kong hotel industry,"” International Journal of
Hospitality Management, Vol. 20, No. 3, PP. 277-
297, 2001.

[10]Coale, A. J. "Population change and demand, prices,
and the level of employment Demographic and
economic change in developed countries (pp. 352-
376)," Columbia University Press, 1960.

[11]Cooley, T. F., & Prescott, E. C. "Economic growth
and business cycles,”" Frontiers of business cycle
research, 1, 1995.

[12]Creswell, J. W., & Garrett, A. L. "The “movement”
of mixed methods research and the role of
educators," South African journal of education, Vol.
28, No. 3, PP. 321-333, 2008.

[13]Delgado, M., & Mills, K. G. "The Supply Chain
Economy,” 2017.

[14]Haines Jr, G. H., Madill, J. J., & Riding, A. L.
"Informal investment in Canada: financing small
business growth," Journal of Small Business &
Entrepreneurship, Vol. 16, No. 3-4, PP. 13-40, 2003.

[15]Hameed, W. U., Basheer, M. F., Igbal, J., Anwar, A.,
& Ahmad, H. K. "Defterminants of Firm’s open
innovation performance and the role of R & D
department: an empirical evidence from Malaysian
SME’s,” Journal of Global Entrepreneurship
Research, Vol. 8, No. 1, 29, 2018.

[16]Harris, R., & Li, Q.C. "Review of the literature: the
role of international trade and investment in business
growth and development," Report to UKT, 2005.

[17]1Hayaloglu, P. "The impact of developments in the
logistics sector on economic growth: the case of

OECD  countries,” International Journal of
Economics and Financial Issues, Vol. 5, No. 2, PP.
523-530, 2015.

[18] Henseler, J., Ringle, C. M., & Sinkovics, R. R. "The
use of partial least squares path modeling in
international marketing,” New challenges to
international marketing (pp. 277-319): Emerald
Group Publishing Limited, 2009.

[19]Henson, S., & Mitullah, W. "Kenyan exports of Nile
Perch: impact of food safety standards on an export-
oriented supply chain," The World Bank, 2004.

[20]Khan, S. A. R., Zhang, Y., Anees, M., Golpira, H.,
Lahmar, A., & Qianli, D. "Green supply chain
management, economic growth and environment: A
GMM  based evidence," Journal of Cleaner
Production, Vol. 185, PP. 588-599, 2018.

[21]1Kodekova, G., Mukatayeva, K., Korvyakov, V., &
Auyezova, Z. "Model of developing professional
thinking in modern education conditions,” Opcion,
Vol. 34, No. 85-2, PP. 458-478, 2018.

[22]Li, K. X., Jin, M., Qi, G., Shi, W., & Ng, A. K.
"Logistics as a driving force for development under
the belt and road initiative—the Chinese model for
developing countries," Transport Reviews, Vol. 38,
No. 4, PP. 457-478, 2018.

[23]Li, S., Ragu-Nathan, B., Ragu-Nathan, T., & Rao, S.
S. "The impact of supply chain management
practices  on  competitive  advantage  and
organizational performance,” Omega, Vol. 34, No.
2, PP. 107-124, 2006.

[24]Ling-Yee, L., & Ogunmokun, G.O. "Effect of export
financing resources and supply-chain skills on export
competitive advantages: implications for superior
export performance,” Journal of World Business,
Vol. 36, No. 3, PP. 260-279, 2001.

[25]Lihrmann, M. "Population aging and the demand
for goods & services," 2005.

[26]Magbool, N., Hameed, W., & Habib, M. "Impact of
political influences on stock returns,” International
Journal of Multidisciplinary Scientific Publication
(IIMSP), Vol. 1, No. 1, 2018.

[27]1Mitra, S., & Datta, P. P. "Adoption of green supply
chain management practices and their impact on
performance: an exploratory study of Indian
manufacturing firms,” International journal of
production research, Vol. 52, No. 7, 2085-2107,
2014

[28]Peterson, E. W. F. "The Role of Population in
Economic Growth,” SAGE Open, Vol. 7, No. 4,
2158244017736094, 2017.

[29]Ram, R. "Exports and economic growth: Some
additional evidence," Economic Development and
Cultural Change, Vol. 33, No. 2, PP. 415-425, 1985.

[30]Reinartz, W., Haenlein, M., & Henseler, J. "An
empirical comparison of the efficacy of covariance-



Int. ] Sup. Chain. Mgt

814
Vol. 9, No. 2, April 2020

based and variance-based SEM,"” International
Journal of research in Marketing, Vol. 26, No. 4, PP.
332-344, 2009.

[31]Sarker, B. R., Jamal, A., & Wang, S. "Supply chain
models for perishable products under inflation and
permissible delay in payment,” Computers &
Operations Research, Vol. 27, No. 1, PP. 59-75,
2000.

[32] Sharipbekova, K., & Raimbekov, Z. "Influence of
Logistics Efficiency on Economic Growth of the CIS
Countries,” European Research Studies Journal, Vol.
21, No. 2, PP. 678-690, 2018.

[33]Skare, M., & Hasi¢, T. "Corporate governance, firm
performance, and economic growth—theoretical
analysis,” Journal of Business Economics and
Management, Vol. 17, No. 1, PP. 35-51, 2016.

[34]Sogunro. "Selecting Qualitative or quantitative
research methodology: an experience,” Educational
Research Quarterly, Vol. 26, No. 1, PP. 3-10, 2001.

[35]Tan, K. C., Kannan, V. R., & Handfield, R. B.
"Supply chain management: supplier performance
and firm performance,” Journal of Supply Chain
Management, Vol. 34, No. 3, 2, 1998.

[36] Torquato, M., Araujo, J., Umesh, I. M., & Maciel, P.
"SWARE: A Methodology for Software Aging and
Rejuvenation Experiments,” Journal of Information
Systems Engineering & Management, Vol. 3, No. 2,
15,2018.

[371Wagner, M. "The role of corporate sustainability
performance for economic performance: A firm-level
analysis  of moderation effects,” Ecological
Economics, Vol. 69, No. 7, PP. 1553-1560, 2010.

[38] Wright, J. "Do authoritarian institutions constrain?
How legislatures affect economic growth and
investment," American Journal of Political Science,
Vol. 52, No. 2, PP. 322-343, 2008.

[39] Yoo, S.-H., & Kim, Y. "Electricity generation and
economic growth in Indonesia," Energy, Vol. 31, No.
14, PP. 2890-2899, 2006.

[40]Zuo, K., Potangaroa, R., Wilkinson, S., & Rotimi, J.
O. "4 project management prospective in achieving
a sustainable supply chain for timber procurement in
Banda Aceh, Indonesia," International Journal of
Managing Projects in Business, Vol. 2, No. 3, PP.
386-400, 2009.



