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Abstract: - This study develops an empirical model exploring the influence of supply chain performance and
market orientation in mediating the relationship between supply chain management practices and business
performance, with a focus on small businesses in developing countries, particularly within the underrepresented
food and beverage sector. Drawing from the Resource-Based View (RBV) theory, which emphasizes resources
that are valuable, rare, inimitable, and non-substitutable (VRIN), the research seeks to guide businesses in
leveraging these resources to enhance supply chain practices and achieve improved performance through effective
market orientation and supply chain outcomes. Using smartPLS software, the study analyzed data from a sample
of 350 small and medium-sized enterprises (SMESs) operating in the food and beverage industry on Java Island,
Indonesia. The results demonstrate that market orientation serves as a full mediator between supply chain
management practices and business performance. Additionally, the findings highlight the role of supply chain
management practices in influencing supply chain performance and market orientation, offering empirical
evidence on the factors that shape business performance, including supply chain practices, market orientation, and
the involvement of government. However, the study could not validate the moderating effect of government
involvement on the link between supply chain management practices and business performance. These findings
underscore the importance of market orientation as a pivotal mediator, providing actionable insights for
policymakers and stakeholders to develop strategies that strengthen supply chain practices and foster superior
business outcomes.

Keywords: Supply chain management practices; market orientation; firm supply performance; business
performance; food and beverage; Indonesia.

1. Introduction

The COVID-19 pandemic had a profound impact on company performance worldwide. As noted by Golubeva
(2021), Haque et al. (2022), and Zhang et al. (2022), businesses of all sizes—Ilarge, medium, and small—in both
developed and developing economies experienced a decline in performance during the pandemic. Stringent
pandemic-related restrictions disrupted business operations, leading to declines in investments, liquidity, sales,
employment, and even food stock levels (Baig et al., 2021; Blustein et al., 2020; Kozicki & Gornikiewicz, 2020;
Workie et al., 2020a). Among the hardest hit were small and medium-sized enterprises (SMEs), which are critical
for job creation (Ababulgu et al., 2022; Foris et al., 2022). The food sector, despite its essential role in foreign
exchange generation and the global food supply chain, was particularly vulnerable to lockdown measures (Lugo-
Morin, 2020; Workie et al., 2020b). SMEs also play a pivotal role in bolstering foreign exchange earnings and
improving a nation’s trade balance (Kula, 2005). As such, investigating strategies to improve company
performance has become increasingly vital (Huang & Farboudi Jahromi, 2021; Ivanov, 2020; Sarkis, 2020),
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especially to help businesses navigate uncertainties and enhance outcomes amidst disruptions in critical supply
chain operations (Mankar et al., 2023; Maguni et al., 2023).

The importance of effective supply chain management (SCM) in achieving optimal company performance is
emphasized in the quantitative study by Johnson and Templar (2011), which analyzed annual reports from 1995
to 2004 in the UK. Their findings highlight that SCM not only sustains competitiveness but also enhances overall
business performance (Jones & Riley, 1985; S. Li, Ragu-Nathan, Ragu-Nathan, & Rao, 2006a). In the digital
economy, SCM has become an essential tool for fostering collaboration between producers and consumers,
enabling businesses to respond effectively to market dynamics (Bruce et al., 2004; Sharma et al., 2022; Wong et
al., 2005). By integrating customers, companies, and suppliers, SCM contributes to improved customer
satisfaction, sustained business performance, and a stronger competitive edge (S. Li, Ragu-Nathan, Ragu-Nathan,
& Rao, 2006b). Similarly, Tracey et al. (2005) found in their study of 474 U.S. manufacturing firms that effective
SCM significantly enhances company performance. The insights and knowledge derived from SCM empower
entrepreneurs to achieve superior results (Hult et al., 2007; Lim et al., 2017). Research on small businesses in
Turkey further underscores the positive impact of SCM practices on business performance by improving
operational efficiency (Koh et al., 2007). These findings indicate that SCM is not limited to large corporations but
is equally beneficial for small businesses. The Resource-Based View (RBV) offers a valuable lens to understand
how firms, including SMEs, can optimize their limited resources, a challenge frequently faced by SMEs (Bresser
& Powalla, 2012; Freiling & Baron, 2017; Intyas et al., 2022; Peteraf, 1993; Putritamara et al., 2023; Terziovski,
2010). This framework reinforces the critical role of SCM in driving business performance across diverse
organizational scales.

Prior studies have consistently demonstrated a strong correlation between supply chain management (SCM)
practices and supply chain performance. For example, Qrunfleh and Tarafdar (2014a) conducted an empirical
study with 3,129 executives from manufacturing firms in the United States, revealing that supply chain
performance is a pivotal indicator of the efficiency of internal business supply chains. This efficiency, in turn,
supports companies in attaining their desired corporate performance goals. Supply chain performance
encompasses key dimensions such as cost management, flexibility, stakeholder relationships, and responsiveness.
In a related study, Qrunfleh and Tarafdar (2014b) identified several factors contributing to improved supply chain
performance, including lower product costs, agile decision-making processes, network development with external
stakeholders like customers and suppliers, and overall accountability in supply chain operations. Additional
evidence from Sukati et al. (2012a) highlights the positive influence of SCM practices on supply chain
performance within Malaysia’s manufacturing sector. Similarly, Chavez et al. (2012) found a robust impact of
SCM practices on supply chain performance among manufacturing firms in Ireland, underscoring the global
applicability of effective SCM practices in achieving operational success across various industries.

The connection between SCM practices and market orientation has also been widely explored in the literature.
For instance, Martin and Grbac (2009) demonstrated that SCM practices have a positive effect on market
orientation in large-scale industries. This finding is consistent with insights from Chuang (2018) and Matanda and
Ndubisi (2009), who emphasized the importance of value co-creation and understanding shifts in customer
behavior as crucial factors for sustaining a competitive edge. Market orientation facilitates a customer-centric
approach, enabling businesses to adapt quickly to evolving consumer demands, as highlighted by Panayides and
Song (2008). These studies collectively underline the critical role of SCM practices in enhancing both supply
chain performance and market orientation, thereby driving overall business success.

Extensive research has highlighted the relationship between market orientation and firm performance across
various industries. For instance, Tseng and Liao (2015) demonstrated this link in Taiwanese shipping companies,
while Kumar et al. (1998) found similar results in the retail, distribution, and manufacturing sectors. Green et al.
(2006a) also confirmed the positive association between market orientation and performance within U.S.
manufacturing firms. Moreover, supply chain performance has been identified as a key mediator in this
relationship. Qrunfleh and Tarafdar (2014c) explained that supply chain performance mediates the impact of
supply chain information systems on firm performance, while Liu et al. (2013) highlighted market orientation's
role in moderating the integration of the supply chain with market outcomes. Similarly, Gdmez-Cedefio et al.
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(2015) demonstrated that customer satisfaction mediates the indirect relationship between SCM practices and firm
performance. Tjahjadi et al. (2022) further established that market orientation mediates the relationship between
green human capital readiness and firm performance, underscoring the need to explore the mediating role of
market orientation in achieving superior firm performance.

Government intervention also plays a moderating role in the relationship between supply chain performance and
company performance. For example, Zhu and Sarkis (2007) illustrated how government involvement moderates
the effectiveness of SCM practices in the manufacturing sector. While these studies have primarily focused on
developed countries and sectors like manufacturing and transportation services, they emphasize the influence of
SCM on company performance, the impact of SCM practices on supply chain performance, and the mediating
roles of supply chain performance and market orientation (S. Li, Ragu-Nathan, Ragu-Nathan, & Rao, 2006b; Ou
et al., 2010; Qrunfleh & Tarafdar, 2014a; Vanichchinchai & Igel, 2011; Zhu & Sarkis, 2007).

However, a critical research gap exists in examining market orientation as a mediator between SCM practices and
company performance, particularly in the food and beverage SME sector in developing countries. To date, no
study has comprehensively addressed the roles of supply chain performance and market orientation in mediating
the effects of SCM practices on firm performance in this context. This gap presents a valuable opportunity for
future research to explore these dynamics further.

In developing countries like Indonesia, SMEs are vital in driving business recovery during the pandemic and
adapting to market changes. As noted by Tambunan (2009), Indonesian SMEs have the potential to serve as key
agents in export activities, leveraging their extensive networks to support government efforts in boosting GDP.
Data from the Ministry of Industry of the Republic of Indonesia indicates that in the first quarter of 2022, the food
industry contributed 37.77% to the GDP of the non-oil and gas processing sector. Furthermore, the export value
of the food industry experienced significant growth, reaching 3.92 billion USD, reflecting its alignment with the
priorities outlined in Indonesia's Industry 4.0 roadmap (https://kemenperin.go.id/artikel/23393/Kontribusi-
Industri-Makanan-dan-Minuman-Tembus-37,77-Persen).

This study makes significant contributions in four key areas. First, it advances the academic discourse by enriching
the fields of strategic management (grand theory), resource-based view (middle theory), and operational
management (applied theory). Second, it offers practical recommendations for businesses in the food and beverage
sector, enabling them to adopt supply chain management practices that improve overall performance. Third, it
serves as a resource for the public sector, providing insights to guide the development of policies aimed at
mitigating supply chain disruptions. Finally, the study presents actionable strategies for stakeholders to rebuild
and fortify the food and beverage supply chain by utilizing government intervention and market-oriented
mediation, particularly in developing nations susceptible to economic and social.

2. Theoritical Framefork
2.1 The link between Supply Chain Management Practices and Company Performance

Research has consistently shown that supply chain management (SCM) practices do not directly impact supply
chain performance but rather operate through mediating factors like competitive advantages in cost, quality,
flexibility, and responsiveness (S. Li, Ragu-Nathan, Ragu-Nathan, & Subba Rao, 2006). Tan (2002), in his
analysis of SCM practices within agricultural, plantation, and manufacturing sectors, established a positive
association between these practices and company performance. Similarly, Lenny Koh et al. (2007) found that
SCM practices significantly enhance company performance, as evidenced by their study of 203 manufacturing
SMEs in Turkey.

Wook Kim (2006) provided further empirical support through his study of 590 large manufacturing firms in Korea,
which demonstrated the positive influence of SCM practices on company performance. This relationship is largely
driven by the critical role of supply chain integration in enabling firms to execute competitive strategies, including
cost efficiency, value creation, and enhanced adaptability to dynamic business environments (Bowersox &
Daugherty, 1995). These strategies, supported by robust SCM practices, contribute significantly to improved
overall business outcomes.
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H1: Supply chain management practices have a significant impact on company performance.
2.2. The Link between Supply Chain Management Practices and Supply Chain Performance

Extensive international research has examined the connection between supply chain management (SCM) practices
and supply chain performance. For instance, Sukati et al. (2012a) demonstrated that SCM strategies positively
impact supply chain performance within Malaysia's manufacturing sector. Similarly, Fawcett et al. (2007)
emphasized the importance of information sharing in enhancing supply chain performance. A study by Won Lee
et al. (2007), involving 122 executives in the United States, further highlighted the significant role of supplier
integration and other external activities in improving business performance within supply chains.

Business integration and information flow have been consistently identified as essential components of SCM
practices. For example, Dainty et al. (2001) emphasized the importance of these elements, while Chavez et al.
(2012) confirmed the positive influence of SCM practices on supply chain performance across 2,500
manufacturing firms in Ireland. Their findings underscore that effective SCM practices foster seamless integration
among supply chain members, enabling smooth information flow. Fugate et al. (2010) further noted that this
improved information flow enhances employee satisfaction and overall performance. Logistic effectiveness also
contributes significantly to supply chain performance, as efficient execution of logistics functions has been shown
to yield substantial performance improvements (Chapman et al., 2003; McGinnis & Kohn, 2002).

However, despite these extensive insights, the relationship between SCM practices and supply chain performance
remains unexplored within the context of the food and beverage SME sector in the UK. This represents a critical
gap in the literature, offering an opportunity for future research to address this specific area.

H2: The Practice of Supply Chain Management Influences Supply Chain Performance
2.3. The Link between Supply Chain Management Practices and Market Orientation

Market orientation (MO) holds a central position in management and marketing strategies, focusing on delivering
superior customer value while ensuring profitability, particularly within the framework of supply chain
management (SCM) practices. Numerous studies have explored the interplay between SCM practices and MO.
For instance, Min et al. (2007) identified a strong link between effective SCM practices and market orientation,
suggesting that organizations with well-implemented SCM practices are more likely to adopt market-oriented
strategies. Similarly, Martin and Grbac (2009) demonstrated that SCM practices act as a facilitator, enhancing a
company's market orientation by improving its responsiveness to customer needs. Green et al. (2006b) also
underscored that effective SCM practices enable firms to collect critical market insights and identify untapped
market segments, further strengthening the connection between SCM and MO. These findings collectively suggest
that SCM practices have a positive and significant impact on a company’s market orientation, forming the basis
for hypothesizing this relationship.

H3: Supply chain management practices have a positive and significant impact on market orientation."
2.4. The Relationship between Supply Chain Performance and Firm Performance

Empirical evidence from international studies underscores the relationship between supply chain performance and
firm performance. For instance, Green et al. (2008), through interviews with 142 planning and operational
managers, identified that supply chain performance, shaped by supply chain management strategies, indirectly
impacts financial performance. This relationship is attributed to the role of supply chain performance as a critical
benchmark for evaluating a company's operational effectiveness within the broader supply chain framework
(Stewart, 1995).

Similarly, Qrunfleh and Tarafdar (2014c) examined 205 companies and confirmed that supply chain performance
positively influences firm performance, primarily through effective integration of information and resources.
High-performing supply chains are marked by seamless operations and efficient resource utilization, enabling
firms to achieve enhanced business outcomes (Wu et al., 2014). These findings highlight the essential role of
supply chain performance in driving overall firm success.
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H4: Supply Chain Performance Influences Firm Performance
2.5. The link between Market Orientation and Firm Performance

Market orientation (MO) is defined as a company's ability to deliver customer value by utilizing insights about
customers and competitors (Kajalo & Lindblom, 2015; O’Cass & Ngo, 2012). Research consistently identifies
MO as a key driver of improved business performance. For instance, Bhuian et al. (2005) found that competencies,
marketing capabilities, and capacities—core components of MO—significantly contribute to achieving superior
performance. Similarly, Dawes (2000) established a positive relationship between MO and increased profitability.
As a cornerstone of a company’s marketing strategy, MO enhances performance by facilitating the creation and
execution of effective marketing strategies informed by market-oriented data (Kirca et al., 2005). Companies that
embrace MO are better equipped to secure competitive advantages and attain higher levels of business
performance (Gruber-Muecke & Hofer, 2015). Julian et al. (2014) further validated the strong positive correlation
between MO and firm performance, underscoring the critical role of MO in fostering business success.

H5: Market orientation has a positive and significant impact on firm performance.

2.6. The Role of Supply Chain Performance in Mediating the Relationship between Supply Chain Management
Practices and Firm Performance

Koh et al. (2007) present empirical evidence supporting a framework that classifies supply chain management
(SCM) practices into two categories and explores their impact on operational and organizational performance,
specifically within manufacturing SMEs. Similarly, Wook Kim (2006) highlights that effective SCM requires a
holistic approach that enhances all supply chain functions within a company. Rather than being fragmented and
function-specific, SCM practices should adopt a general and integrative focus. This involves assessing each SCM
practice's performance based on its role in promoting the seamless integration of the overall supply chain process.

The successful integration of supply chains is achieved through the systematic implementation of diverse SCM
practices (Gunasekaran & Ngai, 2004; Lambert & Cooper, 2000; Power, 2005). This highlights the essential role
of supply chain performance in facilitating the effective execution of SCM practices, which in turn drives
improved business outcomes. Research has consistently shown that well-integrated supply chain processes
enhance operational efficiency and lead to superior organizational performance.

H6: Supply chain performance mediates the influence of supply chain management practices on firm performance.

2.7. The Role of Market Orientation in Mediating the Relationship between Supply Chain Management Practices
and Firm Performance

Kazemian et al. (2022) demonstrated through their empirical study that market orientation serves as a mediator
by enhancing entrepreneurs' ability to cultivate strong customer relationships, ultimately supporting companies in
achieving better performance. Similarly, Tjahjadi et al. (2022) identified market orientation as a mediator between
green human capital readiness and firm performance, emphasizing the need for further investigation into its role
in enhancing organizational outcomes. In addition, Idar et al. (2012), in their research on SMEs in Malaysia, found
that market orientation mediates the relationship between strategic planning and performance. Strategic planning
plays a crucial role in enabling entrepreneurs to improve competitiveness, which subsequently drives better
company performance (Andersen, 2004). Together, these findings underscore the significant role of market
orientation as a mediator in fostering superior business performance.

H7: Market orientation mediates the influence of supply chain management practices on firm performance.
2.8 The Role of Government in Moderating Supply Chain Performance and Company Performance

Previous research has highlighted the relationship between the government's role in moderating supply chain
performance and company performance. For instance, Zhu and Sarkis (2007) conducted a study on manufacturing
companies, demonstrating that government involvement acts as a moderator between supply chain management
(SCM) practices and company performance. Their findings indicate that the government's role enhances the
effectiveness of SCM practices by providing regulatory and policy support, thereby strengthening the connection
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between SCM practices and organizational outcomes. This emphasizes the importance of government intervention
in fostering improved business performance.

H8: Government intervention positively moderates the relationship between supply chain management practices

and company performance.
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Figure 1. Empirical Model Specifications of Small and Medium-sized Enterprises (SMEs) in the Food and
Beverage Industry: Examining the Role of Supply Firm Performance and Market Orientation as
Mediators of Supply Chain Management Practices

Source: Prepared by the authors (2023)
3. Methods
3.1 Measurement of Research Variables

The latent variables examined in this study include Supply Chain Management Practices (SCMP), Supply Firm
Performance (SFP), Market Orientation (MO), and Business Performance (BP), along with a moderating variable,
Government Role (GR). SCMP is structured around three dimensions: Strategic Supplier Partnership, Information
Sharing, and Customer Relationship, as outlined by S. Li, Ragu-Nathan, Ragu-Nathan, and Subba Rao (2006).
Supply Firm Performance incorporates three dimensions—Supplier Relationship, Logistic Effectiveness, and
Competitive Advantage—adopted from Tripathy et al. (2016). Market Orientation is defined by two dimensions,
Customer Orientation and Competitor Orientation, based on the works of Swee Lin Tan et al. (2014) and Lam et
al. (2012).

Business Performance is evaluated using five dimensions—Perceived Organizational Performance, Employee
Involvement, Market Performance, Financial Performance, and Customer Satisfaction—drawn from the studies
of Kim (2006) and Kitchot et al. (2021). All indicators in this research are measured using a Likert scale, ranging
from 1 (“strongly disagree™) to 5 (“strongly agree"). A detailed overview of the latent variables and their
corresponding indicators is provided in the subsequent table.

Table 1. Research Variables and it’s indicators

Variables Indicators

Praktek supply chain management (X) ) (S. Li, Ragu-Nathan, Ragu-Nathan, & Subba Rao, 2006)
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Strategic supplier partnership

Information sharing

Customer relationship

In operating our food and beverage business, we consistently collaborate
with suppliers to discuss and align on the goals of our enterprise

we actively support our suppliers in enhancing the quality of our food and
beverage products.

Our business partners consistently provide detailed and relevant
information about issues that could affect our operations.

To maintain the sustainability of our food and beverage business, we
frequently assess and monitor customer satisfaction levels.

We are committed to fostering effective communication and information
sharing with both suppliers and customers, promoting collaborative
exchanges of valuable insights.

Supply chain Performa (Y1) (Tripathy et al., 2016)

Supplier relationship

Logistic effectiveness

competitive advantage

Suppliers actively engage in developing new food and beverage products.

Suppliers are involved in planning and setting the objectives of our
business.

Suppliers participate in determining the quality standards of the food and
beverage products we strive for.

Suppliers often assist in improving the quality of our food and beverage
products.

Issues are resolved through collaboration with suppliers.

We collaborate with suppliers in estimating market demand for our food
and beverage products.

Strategic business planning is conducted together with suppliers.

The warehouse capacity can be quickly adjusted to follow changes in
demand for our food and beverage products.

The transportation system in our business can be quickly adapted to
accommodate changes in demand for our food and beverage products.

We collaborate with various parties in the supply chain related to
transportation and distribution.

We are able to deliver food and beverage products quickly and efficiently."
We always offer high-quality products to our customers.

We always deliver products faster than competitors.

We always provide food/drink products tailored to customer needs.

Our products have a higher customer satisfaction rate than competitors.

Our products receive higher customer satisfaction compared to
competitors.

Market orientation (Y2) (Lam et al., 2012)
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Customer Orientation

Competitor Orientation

All of our business actors understand how the entire business can contribute
to creating customer value.

Our business frequently evaluates the strengths and weaknesses of the
enterprise.

The market strategy in our business is supported by an understanding of
how to create value for customers.

Our business's competitive advantage strategy is based on our deep
understanding of our customers' needs.

All of our business participants collaborate to serve our target market.
Our competitive advantage is based on an understanding of customer needs.

Our company frequently measures customer satisfaction.

Our business activities always prioritize excellent after-sales service.

Firm performance (Z) (Kitchot et al., 2021; Kim, 2006)

Perceived organizational
performance

Market Performance

Financial performance

Consumer satisfaction

Our SME (Small and Medium Enterprise) has a better sales growth rate or
revenue compared to other SMEs.

Our SME has a better product and service performance rate compared to
other SMEs.

The workforce in our SME has better productivity compared to other
SMEs.

Our SME has a better delivery performance rate compared to other SMEs.
Our SME has better product prices compared to other SMEs.
Development of demand and supply for food and beverage products

My company has higher market sales compared to other companies.

Cost reduction

Product stability and consistency

Speed in serving customers

Governments’ role (a) (H. Li & Atuahene-Gima, 2001; Shu et al., 2019)

The government provides information as well as technological support to
enhance the availability of information.

The government supports the availability of financial capital from both
formal and informal financial institutions.

The government offers tax reductions and subsidies.

The government implements policies and projects that are beneficial for
small and medium-sized enterprises (SMES).

Source: Prepared by the authors (2023)
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3.2 Questionnaire Development

We established the research objectives to develop a questionnaire based on the literature. Subsequently, the
constructs were grouped according to the research objectives, including: 1) exploring the direct influence of
Supply Chain Management Practices (SCMP) on Business Performance (BP), 2) investigating the indirect
influence of SCMP on BP through Supplier Flexibility (SFP) and Manufacturing Operations (MO) as mediators,
and 3) examining the role of the government in moderating SCMP's impact on BP. We then conducted an outer
model assessment using validity and reliability tests, followed by an inner model examination to test the
relationships among the constructs using Structural Equation Modeling (SEM) with smartPLS 3.0 software. Data
collection took place from June to September 2023, with a total of 350 Food and Beverage business entrepreneurs
participating as respondents.

3.3 Sampling

This study employs a cross-sectional data approach through quantitative methods to investigate supply chain cases
in Small and Medium Enterprises (SMESs) in the Food and Beverage (FnB) sector in three provinces on the Java
Island, namely DKI Jakarta, Central Java, and East Java. Nayati Utami et al., (2019) pointed out that 60% of SME
businesses in Indonesia are concentrated on Java Island, 15% in Sumatra, 10% in Sulawesi and Borneo, and the
remaining 15% are scattered across other islands. The focus of this research is on the FnB sector, including
processed products from livestock such as beef, chicken, eggs, agricultural products like vegetables, fruits,
legumes, and processed products from the fisheries sector. FnB in these sectors is considered to have significant
potential in both local and international markets (Frackiewicz, 2018; Sovacool et al., 2021). The respondents in
this observation are limited to farms with a 10-year history. According to Sterman (2000), business dynamics can
be observed within the first ten years. Therefore, a total of 350 respondents were obtained as the sample size. The
research method involves surveys and structured interviews using a questionnaire instrument outlined in Table 1.
4. Results and Discussion

4.1 Empirical Results

The research results empirically prove that 350 respondents, who are Small and Medium-sized Enterprises (SMES)
owners in the Food and Beverage (FnB) sector in three provinces selected purposively as the center of SMEs
development in Indonesia, qualify with a business experience of 10 years. The profile of the respondents is as
follows:

Table 2. Respondent Profile

Description Respondent Profile
Number Percentage

Age

20-35 127

36-51 162

52-67 61

Gender

Male 238

Female 112

Education

No education 7

Primary education 12
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Junior education 38
Senior education 173
Graduate 110
Postgraduate 10
Institutional

Family business 129
Non-Family business 221

Income Condition during Pandemics

Stable 37
Increase 10
Decrease 303

Source: Prepared by the authors (2023)
4.1 Analysis of Validity and Reliability

To ensure the validity of data in the analysis of Structural Equation Modeling (SEM) using Partial Least
Squares, we conducted tests on the outer and inner models. For the outer model, we examined convergent validity
by assessing the construct validity in measuring elements of the independent variables, including risk perception,
adaptation assessment, adaptation confidence, disincentives, incentives, subjective norms, and maladaptation. The
main requirement was that the Average Variance Extracted (AVE) values should be above 0.4. Subsequently, we
assessed reliability using Cronbach's Alpha (CA) with a minimum threshold of 0.5. Additionally, the Composite
Reliability (CR) values needed to be above the minimum threshold of 0.7. Furthermore, the requirement for
loading factors across all constructs was that they should be higher than 0.4. The following table presents the
results of the outer model testing.

Table 3. Validity test

Variables Construct Item  Loading CA CR AVE
(>0,5) (>0,7) (>0,7) (>0,5)

Supply Chain Management Formative 0,798 0,832 0,605
Practices

Strategic supplier X1.1 0,905

partnership

Information sharing X1.2 0,775

Customer relationship X1.3 0,776

Supply Firm Performance  Formative 0,812 0,867 0,611
Supplier relationship Y11 0,879

Logistic effectiveness Y12 0,874

competitive advantage Y13 0,660

Market Orientation Formative
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Customer Orientation Y2.1 0,632 0,742 0,798 0,595
Competitor Orientation Y2.2 0,936

Business Performance Reflective

Perceived  organizational Z1 0,605 0,839 0,888 0,616
performance

Employee involvement Z2 0,753

Market Performance Z3 0,854

Financial performance Z4 0,869

Costumer satisfaction Z5 0,814

Source: Prepared by the authors (2023)
4.2 Structural Measurement Model

The testing results for the model yielded a model fit value of 0.095. The formed model is deemed appropriate as
the fit index value is below 0.10, as suggested by Hair Jr et al. (2014). Furthermore, the Normed Fit Index (NFI)
value approaches 1 with a value of 0.773. Kline (2015) asserts that the ideal NFI value falls between 0 and 1. Path
testing results indicate that SFP can be explained by SCMP to the extent of 72.70%, while MO can be explained
by SCMP to the extent of 62.71%. Additionally, BP can be explained by SFP and MO to the extent of 89.10%.
For a comprehensive overview of the inner model testing results, please refer to the hypothesis testing as presented
below.

Table 4. Hypothesis testing

Hypothesis  Relationship Std.Beta Std.Error  t-value p- Result
values

Direct effect

H1 SCMP>>BP 0,130 0,056 2,327 0,020 Yes
H2 SCMP>>SFP 0,572 0,040 14,124 0,000 Yes
H3 SCMP>>MO 0,521 0,047 11.081 0,000 Yes
H4 SPF>>BP 0,045 0,052 0,867 0,386 No
H5 MO>>BP 0,288 0,049 5,842 0,000 Yes

Indirect effect

H6 SCMP>>SFP>>BP 0,176 0,046 3,864 0,000 Yes
H7 SCMP>>MO>>BP 0,165 0,043 3,798 0,000 Yes
H8 a(GR)_SCMP>>BP 0,040 0,042 0,949 0,343 No

Note: * p < 0.05
Source: Prepared by the authors (2023)
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Figure 2. Empirical Model of Business Performance in Small and Medium-sized Food and Beverage
Enterprises (FnB) through the Role of Supply Firm Performance and Market Orientation as Mediators
of Supply Chain Management Practices

Source: Prepared by the authors (2023)

The second diagram represents a structural model derived from empirical observations explaining the direct
influence of predictors and latent constructs predicted through previous hypotheses. This study reveals that SFP
and MO are capable of mediating SCMP and BP. Furthermore, the analysis results indicate a full mediation of
SFP on SMP and BP. On the other hand, this observation also demonstrates a positive influence of SCMP on BP,
thereby supporting hypothesis (H1). Additionally, this empirical study confirms the positive impact of SCMP on
SFP, validating hypothesis (H2). Similarly, SCMP's positive influence on MO supports hypothesis (H3), as does
the positive relationship between MO and BP, supporting hypothesis (H5). Unfortunately, this study fails to prove
a direct influence between SPF and BP, leading to the rejection of hypothesis (H4). Moreover, the study has not
established the role of the government in moderating SCMP and BP, resulting in the rejection of hypothesis (H8).

4.2. Discussion

The findings of this study aim to unveil the roles of Supplier Flexibility (SFP) and Market Orientation (MO) in
mediating between Supply Chain Management Practices (SCMP) and Business Performance (BP) in the context
of Food and Beverage Small and Medium Enterprises (FnB SMESs) in the developing country of Indonesia. The
results demonstrate that SFP and MO are capable of intervening by virtue of their mediating abilities. SFP proves
to be a fully mediating factor between SCMP and BP, whereas MO partially mediates the relationship between
SCMP and BP. The intervention capability of SFP appears robust, even though SFP does not directly influence
BP. Therefore, for businesses aspiring to achieve better performance, improvements in SCMP are advised,
enabling efficient practices that assist businesses in maintaining a robust supply performance, consequently
leading to enhanced profits (Bichou & Gray, 2004; Subramanian & Gunasekaran, 2015; Younis et al., 2016; Zhu
& Sarkis, 2004).

Efficient practices encompass the ability of businesses to build relationships with external partners and maintain
effective logistics systems (Hsu et al., 2009; Lau, 2007; Min et al., 2005; Qi et al., 2017). For example,
manufacturers should ensure product delivery processes align with customer expectations and remain aware of
strategic steps and capabilities undertaken by competitors, thereby enhancing product competitiveness through
customer satisfaction (Habib et al., 2020; S. Li, Ragu-Nathan, Ragu-Nathan, & Rao, 2006c; Walker et al., 2008).
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Additionally, this study confirms that MO partially mediates the relationship between SCMP and BP. It provides
an alternative perspective on SCMP, suggesting that businesses can achieve good performance through MO. Thus,
entrepreneurs need to consider two crucial aspects of MO: customer orientation and competitor orientation. This
is essential due to shifts in customer behavior, prompting businesses to promptly adjust products desired by
contemporary customers, even engaging in co-creation (Jaworski & Kohli, 2014; Romero & Molina, 2011;
Torjusen et al., 2001; Zwass, 2010). In line with the viewpoint of Priem et al. (2018), emphasizing the pivotal role
of customers in determining business success in the digital era, early establishment of customer relationships is
crucial for recognizing market trends. Beyond customers, businesses must also pay attention to the patterns and
strategies of competitors in satisfying their customers, as customer evaluations often result from the comparison
of marketing mixes between brands (Agafonova et al., 2021).

This study contributes to theoretical aspects related to Resource-Based View (RBV), suggesting that strategies
maximizing minimal resources commonly found in small businesses involve building relationships with external
partners to supplement limited resources (Clulow et al., 2003; Hu & Kee, 2022). Conversely, direct effects are
evident in the relationship between SCMP and BP. Observations indicate that operational efficiency achievable
through SCMP can aid businesses in achieving better performance. Furthermore, practices encouraging business
sensitivity to market changes can facilitate innovation, assisting businesses in adapting to changes (Ngo et al.,
2019; Wei & Wang, 2011). These conditions make businesses more prepared for supply chain threats, allowing
them to face changes by providing detailed product stocking and planning (DiFonzo & Bordia, 1997; Sorge &
Van Witteloostuijn, 2004).

Furthermore, this study also proves the positive influence of SCMP) on MO. Essentially, customer orientation
and competitor orientation assist manufacturers in reducing business risks (Atuahene-Gima, 1996a; De Luca et
al., 2010). For instance, the study reveals that knowledge gained through Customer Relationship Management and
Customer Knowledge Management encourages businesses to enrich intangible assets (Gebert et al., 2003; Kaplan
& Norton, 2004; Liew, 2008; Rowley, 2002; S.-M. Tseng, 2016). According to Xue et al. (2021), knowledge
orientation tends to reduce inefficiencies in innovation in product and service development.

On the other hand, the findings in this study highlight the influence of Market Orientation on BP. It is explained
that customer and competitor orientation helps businesses better understand the needs and desires of customers.
Through this strategy, SMEs achieve cost efficiency in product development, even with limited capital, allowing
them to diversify products (Atuahene-Gima, 1996b; Chang & Chen, 1998a). Moreover, with these orientations,
businesses can provide products with consistent quality (Chang & Chen, 1998b; Hooley et al., 2000). It is through
such approaches that businesses with minimal resources can endure uncertainty, such as disruptions in the supply
chain during a pandemic.

The study is confined to the central business development region of SMEs on the island of Java, while other
islands such as Sumatra, Borneo, Sulawesi, Bali, Nusa Tenggara, and Papua also exhibit SME proportions above
10%. Consequently, this study does not generalize the case of supply chain management practices in F&B SMEs
to business performance on a national scale. Additionally, the study lacks typologies of business size and
institutional form (family and non-family businesses), making it unclear how each typology precisely explains
supply chain management practices' impact on business performance. Referring to the findings of a previous study
(Putritamara et al., 2023), it is evident that business size and form can determine the resilience of SMEs in
developing countries. Nevertheless, this empirical evidence can elucidate the crucial role of SFP and MO in
mediating SCMP to achieve better business performance. Furthermore, the study substantiates the fully mediating
role of SFP, providing an alternative for SMEs to enhance their business performance. The primary focus of MO
is on the importance of entrepreneurs considering customer and competitor orientation. Consequently, this study
holds promise for implementation in sectors beyond F&B, especially in developing countries, to realize global
food security.

5. Conclusion
This research makes managerial contributions to two important aspects. First, it contributes to the existing
literature on Resource-Based View (RBV) theory implemented in small businesses in developing countries,
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particularly in the Food and Beverage (FnB) sector. Developing countries like Indonesia have been severely
affected by supply chain disruptions due to pandemic-related restrictions, impacting business resilience. Despite
the increasing demand for food, the discontinuous availability of products triggers food insecurity. Second, this
study's structural model examines several applied theories, namely the roles of Supplier Flexibility Perception
(SFP) and Market Orientation (MO) in mediating Supply Chain Management Practices (SCMP) and Business
Performance (BP). Previous researchers have not explored the roles of MO and SFP as mediating variables
between SCMP and BP, especially in the context of FnB for Small and Medium Enterprises (SMEs). Market
orientation is considered a factor that can drive businesses to enhance their profitability. In terms of implications
for public policy, this study contributes in two aspects. First, the research reveals that the government's role in
moderating SCMP and BP has been ineffective. This ineffectiveness is attributed to the government assistance
not reaching the appropriate targets due to the heterogeneous capabilities of small businesses in developing
countries. There is also a lack of awareness among business operators that the main problem in supply chain
disruptions is related to intangible assets, such as the limited ability to build external partnerships. Second, the
study demonstrates that stakeholders need to assess the capabilities of intangible assets in providing solutions, not
just focusing on tangible assets like financial resources or technological usage.
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