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Abstract 

Purpose: The prime objective of the current study is to investigate the relationship between agile supply chain agility, 

supply chain performance and the supply chain orientation in Indonesia SMEs. In addition to that the indirect relationship 

between and among the supply chain orientation, supply chain agility and supply chain performance is examined. 

Employing the survey-based methodology, the SEM-PLS technique is used to test the hypothesized relationships.  

Methodology: Current study has used SEM-PLS as a statistical tool to answer the research questions raised in this study 

and research objectives envisaged in the current study. 

Results: The findings of the study have provided support to the theoretical foundation and proposed hypothesis of the 

current study. Current study will be helpful for policymakers and practitioners in understanding the issues related to supply 

chain risk, supply chain integration and supply chain agility. In the author's knowledge this is among very few pioneering 

studies on this issue.  

Keywords: Supply chain orientation, Agility, Supply Chain, Indonesia.     

INTRODUCTION 

Research scholars have been giving substantial attention to supply chain agility, during recent few decades (Tang and 

Musa, 2011).  Prior research have provided empirical evidence regarding the agile SC relationships as a competitive 

advantage tool, reducing lead time, value differentiators, and managing uncertainties, leading to enhanced SC performance 

(Tummala and Schoenherr, 2011; Madhusudhanan, 2018; Manesh et al., 2018). Therefore, success of supply chain is 

dependent on the ability of adapting stakeholders’ interests, using faster means as compared to its competitors.  

Integrative efforts of the supply chain members give rise to agility. Such efforts can only be achieved through promoting 

relationships among the downstream and upstream members of the supply chain. Therefore, a comprehensive customer and 

supplier view is needed for the value creation of end users. (Zhao et al., 2013) defined integrated entity as a supply chain 

orientation, using a supply chain perspective. Supply chain orientation supports that all SC members should allocate their 

skills, capabilities, and resources towards value creation for their customers (Kamalahmadi and Parast, 2016). As a total 

supply chain subset, every member organization interact with the rest of the subsets, and form an ultimate SC.  Supply 

chain orientation is an antecedent of supply chain performance, connecting various activities of supply chain (Pettit et al., 

2013). The literature review has provided considerable evidence that supply chain performance and supply chain 

orientation are positively related with each other (Colicchia and Strozzi, 2012). Although, a mechanism by which supply 

chain orientation affects supply chain performance, is still vague. Limited investigation has done on the supply chain 

orientation and impact of intervening variable on the relation among supply chain performance and orientation, making it 

an arguable area of research in future studies (Mbogela, 2018; Mbunda-Nekang, 2018; Basheer et al., 2019). This research 

aims to observe how supply chain orientation influences upon the supply chain performance and agility, where supply 

chain agility acts like a catalyst in supply chain management as a whole, influencing the customer value. 

A theoretical model is proposed for deeply estimating the relation among supply chain agility, performance, and supply 

chain orientation. In addition, the study proposed a route by which influence on supply chain performance through supply 

chain orientation is explained in a better through supply chain agility, since it acts as a mediator in the relation among SC 

performance and orientation (Thun and Hoenig, 2011). Supply chain performance is considered as an overall measure of 

effective supply chain management in our model. Supply chain performance, an important construct, having parameters 

such as inventory level, customization, and lead time, which can directly affect the process of value creation. 

LITERATURE REVIEW HYPOTHESIS DEVELOPMENT  

Supply Chain Orientation (SCO) 

Supply chain goes in hand with the business processes, even if the management does not acknowledge its significance (Fan 

et al., 2017). It is necessary to isolate management phenomenology with the supply chain structure. Inter-organizational 

associations provide the basis for supply chain management and supply chain orientation, therefore, complementary and 

mutual efforts made by SC members act as the drivers of value creation (Qazi et al., 2018). Both downstream and upstream 
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resources flows within the SC causes the establishment of supply chain orientation. Thus, supply chain orientation during 

the value creation process, recommends viewing customers and suppliers as the strategic SC partners. 

Firms possessing supply chain orientation fails to obtain benefits out of them. It can only be possible if all the involved 

supply chain firms exhibit SCO leading to the supply chain management (Diabat et al., 2012). Viewing customer and 

supplier as strategic partners comes from the transactional approach, which refers to the on-going transactions within the 

members of supply chain for achieving collaborations. Making supply chain partnerships result in optimality and value 

transferring for the customers (Abrahamsson et al., 2015). The transvectional concept has been reiterated and argued to be 

a long lasting and dynamic phenomenon. 

Research studies on business integration within the SC has been the main agenda in the previous supply chain management 

research (Brusset and Teller, 2017). Relational philosophy is the basic foundation of supply chain orientation, promoting 

collaboration of processes between the organizations. Supply chain orientation has identified to act as a mediator in the 

relationship between performance and market orientation (Villar et al., 2014). Organizational performance can be 

exhibited using customer and supplier orientation, as compared to pure market orientation. Supply chain orientation is 

considered to be an important supply chain management component (Lin and Wu, 2014). 

Limited literature is available regarding supply chain orientation (Abrahamsson et al., 2015) No more than 50 studies on 

supply chain orientation have been published so far. The term supply chain orientation and its definition has been 

presented in a seminal paper by (Helfat et al., 2009). Design for the measurement scale of supply chain orientation was 

proposed by (Hafeez et al., 2018) and has been revised in a study. An attitudinal scale with two dimensions has been 

employed. A few empirical researches regarding scale of supply chain orientation, industry specific research, and its 

impact on the organizational performance, sustainable supply chain, and interdisciplinary studies are available in the 

literature (Huo et al., 2014; Lavastre et al., 2014). 

Supply Chain Agility (Bustinza et al.) 

Supply chain agility refers to the organizational ability of quickly modifying the operations and tactics with its SC, in order 

to react to environmental threats, opportunities, and changes (Xu et al., 2014). Research on this area can be divided into 

two broad groups, i.e. speed and responsiveness of SC and the awareness to change. Agility and flexibility have been 

distinguished by (Park et al., 2016), they also proposed a supply chain agility framework for future studies. The reach and 

range of supply chain agility has been considered in study and it is concluded that supply chain agility may have the 

potential to achieve optimal range. It also varies in its dimensions i.e. from 2-7 (Handfield et al., 2015). Various empirical 

researches are available in the literature regarding supply chain agility that particularly focuses upon spreading awareness 

about the role of information in establishing SC relationships between the members (Vanpoucke et al., 2014). Another 

supply chain agility model has proposed, comprising of collaborative planning, strategic HRM, and virtual integration 

driven by information technology. (Gligor et al., 2016) observed adaptability and agility as well their effects on 

organizational performance and product complexity. Agility and flexibility always stay in harmony with each other. 

Agility is not possible to achieve without flexibility. A study reported that flexibility and agility are found to be internal 

and external, respectively (Flynn et al., 2010). Furthermore, a study suggested that both internal and external ability is 

represented by agility. Agility acts as a mediator in the relationship between organizational performance and flexibility. All 

the SCA researchers are conducting in the developed economies context. Limited research has been undertaken on the SC 

agility, in terms of emerging economies, such as India. However, no study attempted to address supply chain agility of 

manufacturer on the supply chain performance and orientation. In addition, supply chain agility as a mediating variable 

among supply chain orientation and performance relation, is also unclear (Khan and Wisner, 2019). Therefore, this study 

aims to abridge the existing gap in the literature. 

Supply Chain Performance (SCP) 

The network of SC is a dynamic and complex phenomenon therefore, it is difficult to identify appropriate indicators of 

supply chain performance. (Tarafdar and Qrunfleh, 2017) proposed a route for enhancing supply chain performance i.e. 

manufacturing which is expected to link SC objectives with the well-defined SC performance parameters. Figure 2, shows 

the literature about the measurement of supply chain performance. The conceptual research emphasizes upon prescriptive 

methodologies and measurement construct, whereas, empirical research emphasizes upon performance content as 

compared to the measurement process (Chan et al., 2017). However, effectiveness and efficiency are the two common 

dimensions found in the literature of supply chain performance. In case of supply chain performance, determination 

problems may exist such as, those variables that are usually employed as a proxy for estimating supply chain performance 

may fail to cover all the output dimensions. Thus, fill rate of performance could be enhanced by giving time for fully 

maximizing the trucks’ capacity. Therefore, filling rate is considered to be an appropriate proxy for the purpose of 

transportation cost but is not found to be a good customer service indicator, as higher filling rate increases customers’ 

waiting time. 

There are several supply chain performance indicators, mentioned in the literature, such as flexibility and customer service 

are the estimators of operational performance, competitive priorities namely; quality, speed, flexibility, and cost Indicators 

of process improvements namely; delivery reliability, lead times, responsiveness, customization, time-to-time markets, and 
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cost reduction (Jajja et al., 2018) indicators of financial performance are ROI and ROA, and the customer-performance 

estimators i.e. reduced carbon emissions (Dubey et al., 2018).  

Hypotheses Development  

Empirical evidence is available about the positive association among SC performance and supply chain orientation (Jajja et 

al., 2017). Supply chain orientation is declared to be an essential condition for the overall performance and effectiveness of 

supply chain Adopting supply chain orientation by the members of the SC could result in the downstream and upstream 

changes of the players, thus affecting the performance of the supply chain, as a whole. 

Moreover, supply chain orientation motivates organizations to develop cultural elements such as, support of top 

management, commitment, trust, and cooperative norms. Contingent analysis related to SCO positively influences the 

supply chain performance, as the support of top management results in efficient production capacity, firm’s resource 

utilization, and strategic and well-informed decision-making (Jajja et al., 2018). Inter-organizational commitment is found 

to have positive association with productivity, effectiveness, and efficiency outcomes consequently minimizing the 

controlling and monitoring costs in the relationship. Inter-organizational compatibility helps in focusing to create value for 

the customers, therefore enhancing the customer-oriented performance of the firm. In addition, cooperative norms bring 

efficient experience transferring to new conditions, thus improving the partnership efficiency, relational capital creation, 

and improving outcomes of supply chain (Yan and Dooley, 2013). Moreover, benevolence helps in achieving joint SC 

outcomes and enhancing relational performance of partners through encouraging closer relationships, enhanced mutual 

trust and cooperation within the SC (Handfield et al., 2015) Furthermore, credibility is found to have positive effects on the 

survival instincts of the SC partners, leading to supply chain growth and profitability (Khan and Wisner, 2019). On the 

basis of the above discussion, the following hypothesis is proposed: 

H1: A positive and significant relation exists between the  supply chain performance and supply chain orientation. 

(Jajja et al., 2018) suggested that supply chain agility affects the organizational cost efficiency such as the ability of 

carrying out supply chain processes through relatively less input resources. Supply chain agility demands specific 

investments for reaping flexibility and customization benefits and reacting with changing business variations. Therefore, 

the collaboration among the SC partners, supported by agility, plays its role to prevent them from opportunistic behavior 

and encourage economizing and transactions on bounded rationality (Dubey et al., 2018). The resource consumption and 

transaction costs are then decline resulting in higher performance. According to transaction cost economics, minimizing 

conflicts and uncertainty can improve supply chain performance in the SC partnerships. Supply chain agility via cost 

efficiency creates SC value similar outcomes can be achieved from transportation or logistics activities for enhancing sales, 

profits, better customer satisfaction, and inventory turnover. (Jajja et al., 2017) suggests that agility enables cost leveraging 

and better resource allocation to add values to the final users, thus, results in superior SC performance. Therefore, we 

hypothesize as 

H2: A positive and significant relation exists between supply chain performance and supply chain agility. 

Supply chain orientation refers as a tendency of SC members to take supply chain as some integrated entity as well as 

fulfilling the requirements of supply chain in an integrated manner (Yan and Dooley, 2013). Such tendency of supply chain 

orientation is essential as nowadays it is not just firms rather supply chains that are competing with each other, under 

quickly changing market needs and environment. Therefore, considerable attention has gained by the concept of agility. On 

the other hand, dynamic capability shows the organizational ability to incorporate, develop, and reconfigure external and 

internal supply chain competencies for dealing with rapidly changing business conditions.  These are higher level 

competences that are assigned to modify operating routines and patterns enabling organizations to redesign their supply 

chain resources and invest more in environmental changing demands. Whereas, supply chain agility exhibits such 

underlying features and calling them as dynamic capabilities that arise from the organizational ability of redesigning 

supply chain and firm level resources (Hair et al., 2011). Therefore, we propose: 

H3: Supply chain agility acts as a mediator in the relation among supply chain orientation and supply chain 

performance. 

METHODOLOGY  

The Study has employed surveys-based method with the aid of a questionnaire. The original questionnaire was worded in 

English but since the targeted study respondents ‘(i.e. Libyan bank branch managers) mother tongue is Arabic, it was 

translated into Arabic language. The translation was carried out through back translation procedure, where the 

questionnaire was translated into Arabic, and then back to English in order to confirm both validity and reliability of the 

wording. Two bilinguals ‘services were obtained to translate it first into Arabic, and then two others were requested to 

back translate the translated original version, without confirming with the original version. The two English versions of the 

questionnaire were then compared after which minor changes were made accordingly. Back translation guarantees the near 

equivalence of the two English versions of the questionnaire. Data analysis in this study was conducted with the help of the 

software package, SmartPLS, Version 2.0 M3 as suggested by (Vanpoucke et al., 2014). Smart PLS is extensively utilized 

in the field of marketing and management science. According to researchers (Henseler et al., 2009), a PLS model is 
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generally analyzed and interpreted in two phases; first measuring the outer model for validity and reliability and second, 

analyzing the structure model by R square, effect size, predictive model relevance, and goodness of fit (GoF). In the first 

phase, properties of multi-item constructs are measured with the inclusion of convergent validity and discriminant validity. 

Following the second phase, the study hypotheses testing is conducted through the bootstrapping method. The initial study 

model comprised reflective measurement items that are manifest variables or indicators, four latent variables including two 

independent, one dependent variable and one mediating variable constituting direct and indirect relationships between 

them on the basis of the proposed study. Quite a number of analysis techniques exist in research field. Some of them 

include, descriptive, factor analysis, correlation analysis, and regression analysis (simple, multiple and hierarchical 

regressions). Each of these analyses is applied depending on the nature and objective of the study. For this study, various 

analyses such as descriptive analysis, factor analysis, correlation analysis, multiple and hierarchical regressions were all 

applied in order to achieve the study objectives. These analyses are briefly discussed below 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptual Framework 

RESULTS 

This analysis was used to establish the nature of the relationship between the independent and dependent variables in this 

study. Thus, it was used to explain the influence of the independent variables on the dependent variable as theorized in this 

study. Multiple regressions are used to identify dominant factors amongst the personal and situational characteristics with 

information sources and channels. The factors are considered dominant if the beta value is the largest among the significant 

factors. This statistical analysis technique determines the relationship between the relationships between the independent 

and dependent variables. Therefore, the researchers used this analysis technique to understand the relationship between the 

independent (x) and dependent variables (y) Researchers can always establish the relationship between the x and y through 

the application of the regression analysis. Hence, this analysis technique assisted this study to determine the relationship 

between the independent and dependent variables of this study. 

CFA is one of the relevant analyses utilized by researchers to determine the number of factors that determine the structure 

of a variable. It is also very useful in checking the validity of the instrument that will be utilized in the study. Two major 

forms of factor analysis exist in the area of social science research (Henseler et al., 2009). The exploratory factor analysis 

is often used to determine the structure of the items while the component factor analysis is also used to reduce the number 

of the items. They include exploratory and principal component factor analyses. The study employed the component factor 

analysis technique in order to determine the number of items that loaded on a factor or on the other hand, determine the 

structure of a variable. Also, it played a very significant role in checking the construct validity of the instrument. So, owing 

to this, the study conducted a factor analysis in order to determine the number of items loaded on a factor and at the same 

time checks whether each item measured the variable. In this case, the study used the component factor analysis with a 

varimax rotation as suggested by (Hair et al., 2011), all items loading the acceptable limit are all accepted while those not 

loading the minimum standard are dropped. Thus, items that lacked to load meet the minimum acceptable limit are not 

used for further analysis in this study. In addition to this, the study equally ensured that the result of the factor analysis 

indicates an Eigenvalue greater than 1. 

Construct validation deals with inferences of validity regarding unobserved variables in the form of the construct; having 

its basis on the observed variables which are presumed indicators. Construct validity was carried out by tackling the 

following questions: whether the correct constructs have been chosen for the purpose of phenomenal explanation and 

whether the constructs have been suitably operationalized to represent the constructs? These particular questions are 

impossible to be wholly determined as it will not substantiate the notion that constructs are valid and have been properly 

operationalized. A number of different procedures can be carried out to study construct validity comprising discriminant 

and convergent validities despite the above dilemma. Support for construct validity is manifested only during that time 

when high correlations are exhibited between the same construct‘s measures making use of different methods (convergent 

SCAG 

SCOR SCP 
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validity) and when low correlations between different constructs‘ measures are displayed. In line with the notion, the 

following sections investigate construct validity through convergent as well as discriminant validity 

Convergent validity is the type of validity that shows whether there is a relationship between individual scale items. 

Therefore, in line with the process, it has been claimed that convergent validity can be tested with the help of principal 

components for EFA. Convergent validity finds out if the associations linking the same factor scales are greater than zero, 

or high enough to carry out discriminant validity tests. Table in Appendix B shows of indicates convergent validity through 

data showing the entire loadings from principal component factor analysis as >= .500, similar to what was suggested. This 

indicates that the items chosen in the study have achieved convergent validity. 

Table 1. Reliability 

 CR AVE Cronbach Alpha 

SCOR 0.975 0.872 0.885 

SCAC 0.702 0.737 0.924 

SCP 0.960 0.871 0.893 

Discriminant validity determines the degree of correlation between different constructs. Low correlations are present if 

individual constructs are unique and hence possess various dimensions. As a result, correlation matrix approach and EFA 

can both examine construct validity for determining convergent or discriminant validity. After examining the exploratory 

factors loading correlation matrix, the results revealed that .586 is the lowest within-factor correlation. These correlations 

are higher than zero (P 0.833, therefore, the violation is considered as none. (Yan and Dooley, 2013) argued that this 

number should be less than 50 percent. Since the result showed no violation for comparisons, therefore the present study is 

said to have achieved discriminant validity. 

Table 2: Discriminant Validity 

 1 2 3 

SCOR 0.709   

SCAC 0.680 0.727  

SCP 0.657 0.676 0.712 

 

 

The significance of the path coefficients was assessed using the standard bootstrapping procedure, which included 5000 

bootstrap samples and 266 cases as recommended. 

Table 3. Direct Effect 

 (β) SD T-value P-Values 

H1 0.342 0.165 3.234 0.000 

H2 0.451 0.221 3.345 0.000 

The mediation is shown in table 4 

 Table 4. Indirect Effect 

 (β) SD T-value P-Values 

H7 0.211 0.135 3.211 0.000 

 

Based on (Hair et al., 2011; Michael et al., 2018; Mikail and Zainol, 2018; Mokgari and Pwaka, 2018) suggestion, 

researchers who use PLS-SEM should apply measures to indicate the models predictive relevance to evaluate the models 

quality. This study relies on Stone-Geisser‘s test of predictive relevance using blindfolding procedures. This test is usually 

used to assess the goodness-of-fit in PLS-SEM modeling predictive relevance. 

CONCLUSION  

This research aims to observe how supply chain orientation influences upon the supply chain performance and agility, 

where supply chain agility acts like a catalyst in supply chain management as a whole, influencing the customer value.A 

theoretical model is proposed for deeply estimating the relation among supply chain agility, performance, and supply chain 

orientation. In addition, the study proposed a route by which influence on supply chain performance through supply chain 

orientation is explained in a better through supply chain agility, since it acts as a mediator in the relation among SC 

performance and orientation. Supply chain performance is considered as an overall measure of effective supply chain 

management in our model. Supply chain performance, an important construct, having parameters such as inventory level, 

customization, and lead time, which can directly affect the process of value creation. In addition, that with the data of the 

SMEs in Indonesia the hypothesis are validated. As a whole, the present study aims to present a detailed and novel 
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explanation as well as empirical investigation that why supply chain ordination encourages organizations to adopt supply 

chain agility, with the purpose of improving supply chain performance. The prime objective of the current study is to 

investigate the relationship between agile supply chain agility, supply chain performance and the supply chain orientation 

in Indonesia SMEs. In addition to that the indirect relationship between and among the supply chain orientation, supply 

chain agility and supply chain performance is examined. Employing the survey-based methodology, the SEM-PLS 

technique is used to test the hypothesized relationships. So, the current study has used SEM-PLS as a statistical tool to 

answer the research questions raised in this study and research objectives envisaged in the current study. The findings of 

the study have provided support to the theoretical foundation and proposed hypothesis of the current study. Current study 

will be helpful for policymakers and practitioners in understanding the issues related to supply chain risk, supply chain 

integration and supply chain agility. In the author's knowledge this is among very few pioneering studies on this issue. 

Supply chain orientation is declared to be an essential condition for the overall performance and effectiveness of supply 

chain Adopting supply chain orientation by the members of the SC could result in the downstream and upstream changes 

of the players, thus affecting the performance of the supply chain, as a whole. Moreover, supply chain orientation 

motivates organizations to develop cultural elements such as, support of top management, commitment, trust, and 

cooperative norms. 
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