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ABSTRACT

Article history: This research aims to analyze the relationship between sustainable supply chains on financial
Received October 20,2023 perfi Sustainable Develoy Goals {SDGs) financial performaand Sustainable
Received “; m;";'d format supply chains on Sustainable Development Goals (SDGs). This research uses a quantitative survey
Decerber 27,2023 method, research data was obtained by distributing online questionnaires through media social to
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Available anline 390 respondents b@ing to SMEs, and respondents were determined using the simple random

February 13 2024 sampling method. Data analysis used Structural Equation Modeling Partial Least Square

Kevwords: (PLS) with data processing to| sing SmartPLS 3.0 software. The questionnaire was designed

Susiainable supply chain using a Likert scale of 1 to 7. independent variable in this research is the sustainable supply

Sustainab velopment Goals chain, the mediating vari Sustainable Development Goals (SDGs) and the dependent variable

(SDGs) is financial performance. stages of data analysis are validity and reliability testing, significance

;"{’E”““’P"jh""“"” or hypothesis testing, and mediation influence testing. The results of data analysis show that the
s

Sustainable supply chain has a positive and §EEnificant relationship to financial performance,
Sustainable Development Goals (SDGs) have a VB ive and significant relationship to financial
performance and the Sustainable supply chain has a positive and significant relationship to
Sustainable Development Goals (SDGs). To improve the financial performance of SMEs, they
must implement asustainable supply chain in their supply chain, namely from supplier to customer.
To improve the financial performance of SMEs, they must implement Sustainable Development
Goals (SDGs) in their 1z system. Impl ing sustainability in the supply chain is
important to increase operational efficiency and reduce negative impacts on the environment and
society.
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1. Introduction

In the era of Industrial Revolution 4.0 and the digital era, the current dynamics of environmental problems, sustainability has
become a very strategic issue for organizations. In terms of sustainable practices, government policies have been widely
developed, and on the other hand, public awareness of social and environmental problems is also growing. This creates quite
strong pressure for companies to integrate sustainability issues which include economic, environmental and social aspects in
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business decisions taken at various functions and organizational levels. According to Alamoush etal. (2021), current company
performance measures are no longer only focused on operational and financial performance, but strategic performance which
includes sustainability performance. Thus, sustainability performance has become one of the keys for improving a comrm‘s
image and reputation (Alamoush et al., 2021). A sustainable supply chain strategy is a strategy that initiates a business to be
able to survive and win the competition. In this case, we then need a measurement or assessment system to assess sustainability
performance in every aspect which includes economic, social and environmental performance. On the other hand, Alexander
et al. (2019) stated that performance measurement in the context of sustainable supply chains is a corporate agenda to achieve
competitive advantage and avoid financial and reputational losses due to the impact on every economic activity.

The world economy continues to grow, apart from having a positive impact on the level of welfare of the world community,
it also harms the environment, and this factor is very closely related to the social factors of a nation. One thing that influences
the country's economic growth is the transportation sector. This is the basis for thinking about the importance of the concept
of a sustainable supply chain. According to Al Lawati et al. (2022) environmental damage caused by human activities,
triggered by increasingly rapid population growth and industrialization are used to meet increasing human needs.
Industrialization which is carried out continuously causes negative impacts on the environment around them. This is because
many industries do not pay attention to ecosystem balance so environmental pollution cannot be avoided. One of the
company's goals is the sustainability of operational activities, therefore, apart from the profits expected by the company in the
long term, the company's activities must be in line with civil justice and protect the surrounding environment (Alexander et
al., 2019). Sustainable development goals (SDGs) help companies set appropriate goals to be achieved, measure performance,
and manage changes so that their operations are more sustainable. Continuous efforts to build sustainable development are
the focus for companies, especially in the oil and gas sector and the energy industry. In efforts to achieve sustainability,
companies not only face complex challenges but also open new opportunities for harmonious synergy between economic,
environmental and social aspects (Al Lawati et al., 2022).

To support sustainability efforts, the company also actively contributes to achieving the SDGs set by the United Nation (UN).
SDGs serve as a guide in formulating programs that have a positive impact on society and the environment while achieving
sustainable business success. This model includes integrated technological, economic and facility lifetime aspects. By using
this model, companies can study and implement sustainable resource utilization to support upstream and downstream business
activities. In applying the concept of sustainability, companies must understand and implement standard terminology and
classifications in the literature, such as sustainabifity itself. According to Chauhan et al. (2022}, the criteria required to fulfil
this aspect are then compared with other cconomic criteria, such as cost minimization and profit maximization. This
comparison will show varying differences, depending on the type of reserve or resource in question and their respective
properties. In implementing sustainability in oil and gas operations, a holistic approach is needed that integrates various
aspects, from monitoring and mitigating environmental impacts, and efficient use of energy, to sustainable social programs.

Companies must remain focused on environmental sustainability, including the use of limited natural resources. Apart from
that, companies must also collaborate with various stakcholders, including the govemnment, local communities and affected
communities. This collaboration will ensure that the sustainability efforts carried out truly have a positive and sustainable
impact on all parties involved. Through continuous efforts and harmonious synergy between economic, environmental and
social aspects, companies in the oil and gas sector and other energy industries can contribute actively to achieve sustainable
development. By integrating SDGs into their business operations, companies can become agents of meaningful change in
developing the world more sustainable and prosperous for all. The concept of sustainability has been widely used as a
framework for thinking in the development of various activities, both economic and non-cconomic activities. Avrampou et
al. (2019) describe the development of research related to sustainable development since the 1990s which has continued to
increase. Apart from that, the relationship between the concept of sustainability and the supply chain is also introduced.
Sustainable Supply Chain Management (SCM) must consider economic, social and environmental aspects. Arena etal. (2023)
define sustainable development as improving the quality of life to enable humans to live in a healthy environment and improve
social, economic and environmental conditions for the current and next generations. According to Baliga etal. (2019), various
Natural Resources (SDA) management problems are influenced by dynamism and uncertainty.

In sustainable supply chain management, reducing the carbon footprint is a top priority (Matys, 2023). By adopting more
efficient shipping practices, choosing environmentally friendly transportation, and using technology that reduces emissions,
we can contribute to global efforts in the fight against climate change. Selecting suppliers who are committed to sustainable
practices is an important step in sustainable supply chain management by paying attention to supplier policies regarding
environmental protection, fair working conditions and business ethics. According to Zimon et al. (2020), collaboration with
sustainable suppliers will help create responsible supply chains. Having an optimal supply chain is something that must be
the company's focus. However, the concept of a sustainable supply chain seems to have begun to be looked at by many
companies, to ensure that their supply chain can continue to operate optimally in the long term, with minimal environmental
impact. The hope is that by using this concept as the basis for supply chain operations, companies can actively participate in
maintaining the environment from adverse impacts that arise, and at the same time can maintain each post in the supply chain
for along period (Avrampou et al., 2019).




Rismawati ctal. Uncertain Supply Chain Management 12 (2024) 1913

According to Nayal et al. (2022), a sustainable supply chain refers to the sustainability of the company's supply chain. By
considering the environmental and human impacts of the product's journey from the source of raw materials, the production
process, storage, shipping, and every other process, the company strives to make the process run as efficiently as possible.
The main aim of implementing this supply chain model is to minimize the impact of environmental damage caused by the
running of the supply chain. Not in the sense of eliminating it, but to reduce it to a minimum point. The company makes the
necessary efforts to ensure that every post from upstream to downstream production activities runs by the standards provided
by the local government. Even though it is not mandatory, many entreprencurs are starting to look at this concept based on
awareness of the environmental impact which is quite large. According to Monteiro et al. (2018), Profit orientation also drives
companies to always think about strategies and ways to obtain large profits for the continuity and progress of the company.
Therefore, companies must be able to anticipate all risks that occur, companies must master information by using appropriate
methods to analyze the company's condition. However, aspects of company performance are also important apart from profits.
Because large profits are not a measure that the company has been able to work effectively (Bose et al., 2022). Thus, what
must be done by the company is not only a way or effort to increase profits, but what is more important is an effort to increase
company performance. This is the main task of'a manager to always maintain stability, growth and reliable profit achievements
with investment, as well as enable the company to implement a strategy so that the company can run effectively and encourage
the company's progress. The performance of a company is related to how the company manages its resources to generate
profits that will increase the company's prosperity. Performance is not just a matter of big profits but is also related to the
effectiveness of a company in managing its business (Chauhan et al., 2022).

2. Literature Review
2.1 Sustainable Supply Chain

A sustainable supply chain, or better known as a sustainable supply chain, is the design and management of a system that
integrates environmentally and socially responsible practices throughout the entire life cycle of a product or service (Khaled,
et al., 2021) This sustainability principle is applied in all aspects of the supply chain, starting from the procurement of raw
materials until the product is received by consumers. In essence, the main goal of a sustainable supply chain is to reduce
negative impacts on the environment and society, while maximizing profits for the business. One of the benefits of
implementing it is reducing carbon emissions and environmental footprint, for example through the use of renewable energy
in choosing transportation modes, warchouse design and inventory management. Apart from that, implementing a sustainable
supply chain can also improve a company's reputation. Currently, consumers are starting to care about the social and
environmental aspects of the products and services they consume. Implementing a sustainable supply chain can be a
competitive advantage for companies while increasing consumer confidence and competitiveness. The sustainable supply
chain is a way for companies to understand environmental and human impacts through the supply chain starting from the
production process, and distribution to consumers (Chauhan et al., 2022). According to lkram et al. (2021), the supply chain
contains the entire supply chain and coordinates every activity, use of tools, and involvement in the production and delivery
of products. From this understanding, the true goal of a sustainable supply chain is to reduce various damages that arise due
to water use or waste production by carrying out positive activities for the people around them. In addition, companies try to
show that they pay close attention to business ethics. According to Kumar et al. (2019), sustainable supply chain management
is a systematic and integrated approach that will help companies develop a win-win strategy to gain profits and market share
while reducing the impact on the environment. The application of sustainable supply chain management can be used to
overcome socio-environmental issues and improve societal performance. Supply chain management (SSCM) is a development
of supply chain management studies by combining it with the concept of sustainability and has also become one of the
scientific research trends in the field of supply chain.

2.2 Sustainability Development Goals (SDGs)

According to Jacob et al. (2023), if all goals of the SDGs are achieved, the environment is expected to be better for people's
lives. All elements of society are expected to participate in preserving the environment. To achieve the SDGs, the private
sector and the government sector must include SDGs elements in their corporate strategy, followed by the implementation of
the strategy. SDGs cannot be achieved witaxt cooperation between govermment, the private sector, public organizations and
society. According to lazzi et al. (2022), one way is to create regulations for the private sector that will list on the stock
exchange to fulfil several requirements, one of which is that listed companies are encouraged to make disclosures related to
SDGs. This is something that investors must consider in making their decisions. In achieving the SDGs, it is necessary to
have good governance mechanisms within the company, one of which is the fanctioning of supervision and the existence of
a good quality assessment mechanism. Companies that integrate SDGs into their corporate strategy will be able to increase
investment from more sharcholders and maximize company value. Apart from that, implementing SDGs in company strategy
can reduce risks, identify opportunities and provide long-term benefits. According to Gaur et al. (2019), preparation of
sustainability reports in Indonesia is still not mandatory. The exception is for companies that produce the greatest pollution,
which are required to report their environmental responsibility, such as mining companies, construction companies, etc. The
govemment has a large role in making sustainability reports into mandatory reports through regulatory instruments. The
Financial Services Authority (OJK) is preparing regulations that require issuers to report their economic, social and
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environmental aspects (Centobelli et al., 2020). When sustainability reports become m; tory, companies will become more
accountable and more Iranspnt. In this way, stakeholders will feel more confident in the company, and this can increase
the company's value. Having sustainable development reporting will increase cnmpa accountability. This is an opportunity
to rebuild stakeholder trust in the company. According to Ghufran et al. (2021), sustainable development reporting also
encourages companies to participate in progress and can be used to report the company's contribution for achieving the SDGs
and presenting more useful information for company stakeholders.

According to lazzi et al. (2022), Sustainable Development (SD) has two main keys, namely awareness of the needs of poor
communities in developing countries and the limitations of technology am?:ial organizations related to the capacity of the
environment to meet the needs of current and future generations. SDGs or Sustainable Development Goals are 17 goals with
169 measurable achievements and deadlines that have been determined by the UN as a w@d{:vclopm{:nt agenda for the
benefit of humans and the planet. According to Ghufran et al. (2021); and lazzi et al. (2022), this goal was jointly proclaimed
by countries across governments in a UN resolution published on 21 October 2015 as a joint development ambition until
2030. One form of SDGs that is usually implemented in Indonesia is Customer Social Responsibility (CSR) and Sustainable
Disclosure. Sustainable Disclosure is known as sustainable disclosure is usually reported together with disclosure of inside
information.

2.3 Financial performance

Financial performance is an analysis carried out to see the extent to which a company has implemented financial
implcmcnaion rules properly and comectly. Financial performance in the context of the business world has a very broad
meaning. The definition of financial performance is the company's ability to manage and control the resources it owns.
Financial performance is a description of the company's financial condition in a certain period regarding aspects of raising
funds and distributing funds, which is usually measured by indicators of capital adequacy, liquidity and profitability. Financial
performance is an illustration of the company's achievement of success which can be interpreted as the results that have been
achieved for the various activities that have been camried out. It can be explained that financial performance is an analysis
carried out to see the extent to whi(m company has implemented financial implementation rules properly and correctly.
According to Chauhan et al. (2022), financial performance is the result or achievement that has been achieved by company
management in carrying out its function of managing company assets effectively during a certain period. Financial
performance is needed by companies to know and evaluate the level of success of the company based on the financial activities
that have been carried out. Avrampou et al. (2019) explain that the meaning of financial performance is the periodic
determination of the operational cffmlivcncssmn organization and its employees based on previously established targets,
standards and criteria. Bose et al. (2022) state that financial performance is the result of an evaluation of work that has been
completed, the results of the work are compared with criteria that have been determined together. Every work that has been
completed needs to be asscsﬂncasumd periodically. From several definitions of financial performance above, a simple
conclusion can be drawn that financial performance is the company's achievements in a period that describes the company's
financial health condition with indicators of capital adequacy, liquidity and profitability (Centobelli et al., 2020).

According to Baliga et al. (2019), the company's financial performance is one of the bases for assessing the company's
financial condition which is carried out based on an analysis of the company's financial ratios. Meanwhile, the definition of
financial performance according to Chauhan et al. (2022), namely the results or achievements that have been achieved by
company management in carrying out th@mction of managing company assets effectively during a certain period. With
this explanation, it can be concluded that financial performance is the company's achievements in a period which describes
the comighny's financial condition with indicators of capital adequacy, liquidity and profitability. According to Arena et al.
(2023) states that the objectives of measuring a company's financial performance are: 1. Knowing the level of liquidity.
Liquidity shows a company's ability to fulfil financial obligations that must be settled immediately when they are billed. 2.
Know the level of solvency. Solvency shows the company's ability to fulfil its financial obligations if the company is
liquidated, both short-term and long-term financial. 3. Know the level of profitability. Profitability or what is often called
profitability shows the company's ability to generate profits during a certain period. 4. Know the level of stability. Stability
shows the company's ability to carry out its business stably, which is mcasury considering the company's ability to pay
its debts and pay interest charges on its debts on time (Baliga et al., 2019). Company performance is a description of the
financial condition of a company which is analyzed using financial analysis tools so that it can be known about the good and
bad financial condition of a company which reflects work performance in a certain period. This is very important so that
resources are used optimally in facing environmental changes. Financial performance assessment is one way that management
can fulfil its obligations to funders and also to achieve the goals set by the company. Financial performance is one of the
factors that shows the effectiveness and efficiency of an organization in achieving its goals. Financial performance
measurement can be seen using financial report analysis or ratio analysis and ratios are a way to compare and investigate the
relationships that exist between various pieces of financial information. Commonly used ratios are liquidity, solvency and
profitability ratios. In the liquidity ratio, the main thing that is measured is the company's ability to pay off its obligations in
the short term without excessive pressure. This ratio focuses on current assets and current liabilities. Solvency is a company's
long-term ability to fulfil its long-term obligations. This solvency measurement can also be called the leverage ratio.
Profitability is a measure of a company's ability to generate profits by using assets and managing its operations efficiently.
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Profitability Ratio, namely a ratio that shows the company's ability to generate profits. For sharcholders (company owners),
this ratio shows their level of income from investment (Arena et al., 2023).

The relationship between sustainable supply chain and financial performance

Chauhan etal. (2022) show that supply chain management has a significant effect on performance. This shows that the better
the implementation of supply chain management, the better the company's performance. Bose et al. (2022); and Centobelli et
al. (2020) define supply chain management as management activities in obtaining raw materials into goods in process or semi-
finished goods and finished goods, and sending these products to consumers through the distribution system. Supply chain
management is the distribution of products or goods to customers (Chauhan et al., 2022). The supply chain is a network of
various companies and organizations that relate and coordinate to achieve the same goal in delivering goods, namely to
maximize company goals and meet consumer needs. Supply chain management aims to maximize the value of the goods or
products obtained, the goods arrive at the right time and to meet consumer needs and desires. Supply chain management can
also minimize costs such as raw material costs, storage costs and transportation costs (Avrampou et al., 2019)

Hypothesis 1: Sustainable supply chain has a positive and significant relationship with financial performance.

The relationship between Sustainable Development Goals (SDGs) and financial performance
23

One of the reasons for this is that several SDG goals must be directly implemented in the community and the community can
directly receive the benefits. Based on previous research conducted by Alexander et al. (2019); and Al Lawati et al. (2022)
company reputation can have a significant influence on financial performance. According to Alamoush et al. (2021) on
profitability, it is proven that the more SDG disclosures a company makes, the higher its profitability. This research also
focuses on company size which can influence company profitability. Previous research conducted by Baliga et al. (2019); and
Chauhan et al. (2022) shows the results that company size has a significant effect on company profitability. Therefore, it is
based on theory and previous research.

Hypothesis 2: Sustainable Development Goals (8DGs) have a positive and significant relationship with financial
performance.

Relationship of Sustainable Supply Chain to Sustainable Development Goals (SDGs)
12
According to Khan et al. (2021) and Khaled et al. (2021), sustainable supply chain management also involves optimizing
resource use. By reducing waste, recycling materials and minimizing energy consumption, we can reduce negative impacts
on the environment and save operational costs. Recovery and recycling are becoming important components of sustainable
supply chain management. Through collaboration with business partmers, we can create effective recovery and recycling
programs to reduce waste and ensure that used products or materials can be managed properly. Transparency in the supply
chain helps ensure sustainable management. According to Wang et al. (2020), Wolf (2014) and Zimon et al. (2020), one of
the bcncfaof sustainable development goals is that more innovation emerges from changes in consumer behaviour from
increased pressure from social enterprises entering the market with innovative and sustainable solutions. This can lead to the
aﬂmr development of business processes or products in terms of sustainability, to the development of new types of solutions.
Especially for young talent, it is very interesting whether and how potential employers take their social responsibilities
seriously.
E]
Hypothesis 3: Sustainable supply chain has a positive and significant relationship to Sustainable Development Goals (SDGs).

3. Method

This research uses a quantitative survey method, research data was olmcd by distributing online questionnaires via social
ia to 390 respondents belonging to SMEs, and respondents were determined using a simple random sampling method.
Data analysis us@tmctural Equation Modeling (SEM) Partial Least Squar S) with tools. SmartPLS 3.0 software data
processing. The questionnaire was designed using a @m scale from | to 7. The independent variable in this research is the
sustainable supply chaathc mediating variable is Sustainable Development Goals (SDGs) and the dependent variable is
financial performance. The stages of data analysis are validity and reliability testing, significance or hypothesis testing, and
mediation influence testing. The structure of the proposed method is as follows:

‘ Sustainable supply chain :

A

Financial performance

| Sustainable Development Goals (SDGs)

Fig. 1. The proposed study
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4. Result and Discussion
4.1 Convergent validity

Convergent validity of the measurement model can be obtained from the correlation between the item/instrument score and
a: construct score (loading factor) with the criterion of'a loading factor value for each instrument > 0.7. Convergent Validity
Convergent validity testing is carried out by looking at the outer loading value of each indicator on the latent variable. An
outer loading value =0.7 indicates that a variable has explained 50% or more of the indicator variance. However, according
to Chinetal. (1999), an outer loading value of 0.5 to 0.6 can be considered sufficient for convergent validity requirements.
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Fig. 2. Validity Testing

Based on Fig. 2, all indicators have an outer loading value of more tln 0.7. This indicates that each study variable has been
able to be explained by its indicators and meets the requirements for convergent validity. Convergent Validity is carried out
by looking at the item reliability (validity indicator) which is shown by the loading factor value. The loading factor is a number
that shows the correlation between the score of a question item and the score of the construct indicator that measures that
construct. A loading factor value greater than 0.7 is said to be valid. However, according to Hair et al. (1998) for the initial
examination of the factor loading matrix, approximately 0.3 is considered to have met the minimum level, and for factor
loadings approximately 0.4 is considered better, and for factor loadings greater than 0.5 is generally considered significant.
In this research, the loading factor limit used was 0.7. After data processing using SmartPLS 3.0, the loading factor results
can be shown in the table. From the results of data processing using SmartPL8 shown in Fig. 2, the majority of indicators for
each variable in this study have a loading factor value greater than 0. 70 and are said to be valid.

4.2 Discriminant Validity

The value of the indicator correlation construct must be greater for the associated construct than for other constructs. A larger
mlc indicates the suitability of an indicator to explain the associated construct compared to explaining other constructs.
Discriminant Validity is carried out by looking at the cross-loading values of construct measurements. The cross-loading
value shows the magnitude of the correlation between each construct and its indicators and the indicators of the other block
constructs. A measurement model has good discriminant validity if the correlation between the construct and its indicators is
higher than the correlation with indicators from other block constructs.

4.3 Composite Reliability

A composite reliability value of 0.6 - 0.7 and a Cronbach's alpha value of 0.7 are considered to have good reliability (Sarstedt,
etal, 2011). Based on the table me, all constructs have a composite reliability and Cronbach's alpha value of =0.7 so it is
concluded that they are reliable. Apart from being measured by assessing convergent validity and discriminant validity, the
outer model can also be done by looking at the reliability of the construct or latent variable which is measured by the composite
reliability value. A construct is declared reliable if the composite reliability has a value > 0.7, then the construct is declared
reliable. SmartPLS output results for composite reliability values can be shown in the table. From the SmartPLS output results
in Table, the composite reliability value for all constructs is above 0.70. With the resulting values, all constructs have good
reliability by the required minimum value limits.
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Table 1
Reliability Test Cronbach's alpha
Cronbach's Alpha rha_A Composite Reliability
Sustainable supply chamn 0.956 0916 0912
Sustainable Development Goals (SDGs) 0932 0.943 0965
Financial performance 0912 0914 09°1

7

%e next evaluation is by comparing the AVE root value with the correlation between constructs. The recommended result is
that the AVE root value must be higher than the correlation between constructs (Yamin & Kumiawan, 2011). The model has
better discriminant validity if the square root of the AVE for each construct is greater than the correlation between the two
constructs in the model. A good AVE value is required to have a value greater than 0.50. In this research, the AVE value and
square root of AVE for each construct can be shown in the table. The table shows that the square root value of AVE for each
construct is greater than the correlation value so the construct in this research model can still be said to have good discriminant
validity.

Table 2
Reliability test

Average Variance Extracted (AVE)

Sustainable supply chain 0721
Sustamable Development Goals (SDGs) 0.776
Financial performance 0617

4.3 Hypothesis testing

16

eﬁnd out the structural relationship between latent variables, hypothesis testing must be carried out on the path coefticient
between variables by comparing the p-value with alpha (0.005) or a t-statistic of (>1.96). The P-value and t-statistics are
obm;d from the output in SmartPLS using the bootstrapping method. Hypothesis testing is carried out by paying attention
to the original sample estimates (O) values to determine the direction of the relationship between variables, as well as t-
statistics (T) and p-values (P) to determine the level of significance of the relationship. Original sample values that are close
to +1 indicate a positive relationship, while values that are close to -1 indicate a negative relationship. The t-statistics value is
more than 1.96 or the p-value is smaller than the significance level.
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Fig. 3. Hypothesis Testing

Hypothesis testing is carried out based on the results of Inner Model testing (structural model) which includes r-square output,
parameter coefficients and t-statistics. To see whether a hypothesis can be accepted or rejected, include paying attention to
the significance values between constructs, t-statistics and p-values. This research hypothesis testing was carried out with the
help of SmartPLS (Partial Least Square) 3.0 software. These values can be seen from the bootstrapping results. The rules of
thumb used in this research are t-statistics > 1.96 with a significance level of p-value of 0.05 (5%) and the beta coefficient is
positive. The hypothesis testing value of this research can be shown in Table and the results of this research model can be
depicted as shown in Fig. 3.

Bhble 3

Hypothesis Testing
Correlation T Statistics P Values Conclusion
Sustainable supply chain and financial performance 4453 0.000 Supported
Sustainable Development Goals (SDGs) and financial performance 2081 0.000 Supported

Sustainable supply chain and Sustainable Development Goals (SDGs) 3.124 0.000 Supported
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The relationship between sustainable supply chain and financial performance

gscd on the results of the analysis, it was obtained that the p-value was <0.050 and the oath coefficient value was positive,
so it was concluded that there was a positive and signiticant relationship. According to Matys (2023); and Monteiro et al.
(2018), a sustainable supply chain will provide many innovations to the business we currently manage. Changes in one way
or another will have a good impact because they indicate that the company continues to develop operationally and keeps up
with current developments. Not only from an operational perspective, but also the value held by the company will also
gradually develop. The business orientation is then not only pragmatically aimed at profit, but also at a more controlled
environmental impact. By using sustainable principles and the market starting to recognize this, gradually the value of your
business will increase. The market that appreciates the choice of this principle in business activities is quite massive, so the
effect on brand value will be good. Indeed, this will not happen overnight. However, the effect provided will also be a long-
term effect, so that the business can have prospects that are much better than before (Avrampou et al., 2019). It cannot be
denied that the transition from a conventional model to a sustainable business model rcquirc quite a lot of costs. However,
from the various data displayed, businesses will gain long-term financial efficiency. According to Wang etal. (2020): Zimon
et al. (2020) Significant cost reductions will emerge from this supply chain model so that companies will also be able to
manage the prices they release to increasingly competitive markets. So not only is the effect good for business but also for the
customers you have. Supply chain sustainability is an important aspect of company operations, which affects company
performance and reputation, and can also hurt the environment and society if not managed well (Avrampou et al., 2019).

The relationship between Sustainable Development Goals (SDGs) and financial performance

ascd on the results of the analysis, it was obtained that the p-value was <0.050 and the oath coefficient value was positive,
so it was concluded that there was a positive and significant relationship. Based on hypothesis test calculations, the results
obtained show that Sustainable Development Goals (SDGs) affect financial performance. The direction of influence that both
variables have is negative, mcarﬁthat when a company carries out more indicators in the Sustainable Development Goals
(SDGs), it can cause a decrease in the company's level of profitability. The results of this research a ine with research
conducted by Wolf (2014); and Zimon et al. (2020) which state that SDGs in economic indicators have a significant negative
influence on company profitability. The ncgative relationship between Econ Indicators in SDGS and company
profitability can be explained based on changes in levels of company profitability. The results of this research are not in line
with stakeholder and legitimacy theory. In stakeholder and legitimacy theory, it is explained that when a company maintains
good relations with its stakeholders and keeps its business activities in line with community norms, then stakeholders and the
surrounding community will support the business activities. However, SDG disclosure has proven unable to increase
stakeholder and public trust in companies. Companies will only incur higher costs to support SDG disclosure and reduce their
profits. Research by Shibin et al. (2017); and Zhou et al. (2020) state that companies with high profitability only implement a
SDGs in their sustainability reports because companies that focus on income think that SDG activities will reduce income.
In this case, investors will be more interested in companies with high profitability, without assessing whether the company
has disclosed its social responsibility or not. Investment returns are in line with expectations, so investors have no interest in
investing. Despite this, the company still has a good image in society. During the 3-year research period, the company
continued to carry out its social responsibilities by the indicators contained in the SDGs. More than 50% of companies still
maintain their commitment to SDGs, where companies do not reduce the level of SDGs implemented even though their
profitability has decreased (Bose et al., 2022). Companies can still prove good performance to investors, even though they
have implemented the SDGs. This can have a serious impact on the sustainability and success of the company's business in
the future. Companies that do not carry out social responsibility have a greater chance of having a bad image socially and
environmentally.

Relationship of Sustainable Supply Chain to Sustainable Development Goals (SDGs)

ascd on the results of the analysis, it was obtained that the p-value was <0.050 and the oath coefficient value was positive,
so it was concluded that there was a positive and significant relationship. Sustainable supply chain management also involves
optimizing resource use. By reducing waste, recycling materials and minimizing energy consumption, you can reduce negative
impacts on the environment and save operational costs (Chauhan etal., 2022). Recovery and recycling are becoming important
components in sustainable supply chain management. Through collaboration with business partners, you can create effective
recovery and recycling programs to reduce waste and ensure that used products or materials can be managed properly.
Transparency in the supply chain helps ensure sustainable management. By implementing accurate tracking and reporting
systems, you can monitor and manage environmental impacts and ensure compliance with social and ethical standards. By
implementing sustainable supply chain management, you can reduce risk, increase efficiency and maintain a:sponsiblc
business reputation. According to Rygh et al. (2022), SDGs or sustainable development goals are things that facilitate the
alignment of company strategy with the current needs of society. They highlight areas of innovation and can help open new
markets. That is why the topic of opportunities is very relevant in the context of goals. According to Wang et al. (2020) For
SMEs implementing the SDGs, c of the benefits of sustainable development goals is that more innovation emerges from
changes in consumer behaviour, but also from increased pressure from social enterprises entering the market with innovative
and sustainable solutions. This can lead to the further development of business processes or products in terms of sustainability,
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but also to the development of new types of solutions. Especially for young talent, it is very interesting whether and how
potential employers take their social responsibilities seriously. Companies that are strategically and credibly oriented towards
sustainability goals have a better chance of convincing this talent to join them. Working together with other parties to make
the SDGs a success is a stmn@ifying clement. Sustainable development goals are creating a good reputation (Avrampou et
al., 2019). Communicating a company's engagement with the SD(eintcrnally and externally can reassure employees and
external stakeholders and turn them into multipliers or advocates. Many entrepreneurs and companies, sometimes without
realizing it, are already contributing to sustainable development.

According to Zhou et al. (2020), the implementation of environmental performance influences sustainable development.
Environmental performance describes how the company cares about the surrounding environment. A company's
environmental performance will be good if it carries out business by established environmental regulations, is responsible for
the community around the company and makes efforts that are useful for the long-term interests of society. Implementing
sustainable procurement practices is an important step in implementing sustainability in the supply chain. Sustainable
procurement is a procurement process that takes into account environmental, social and economic aspects. Some sustainable
procurement practices that can be carried out by companies include choosing suppliers who meet sustainability standards:
Suppliers who meet these standards will reduce the negative impact of supply chain activities, evaluate supplier performance
regularly to ensure that suppliers continue to meet sustainability standards, develop work with suppliers: Develop appropriate
frameworks with suppliers to increase efficiency and reduce environmental impacts, apply sustainable procurement principles
such as 1SO 20400 principles which cover environmental, social and economic aspects in the procurement process, carry out
due diligence on suppliers to ensure that they meet sustainability standards, increase transparency increase transparency in the
procurement process by reporting supplier performance and the environmental impact of supply chain activities, increase
internal awareness and competence in sustainable procurement by providing training and education to employees involved in
the procurement process. According to Wolf (2014); and Zimon et al. (2020) implementation of sustainable procurement
practices will help companies to increase operational efficiency, reduce negative impacts on the environment and society, and
improve the company's reputation. Developing a long-term sustainability development strategy will enable companies to
improve performance and reduce the negative impacts of activities. Apart from that, a good strategy will improve the
company's reputation and increase its trust (Centobelli et al., 2020). This will make the company stronger in facing uncertainty
and improve long-term performance. Reporting sustainability performance transparently will increase stakcholder trust and
improve the company's reputation. This will also help companies evaluate sustainability performance and take cormrective
action if necessary (Arena et al., 2023). According to Malys (2023): and Monteiro et al. (2018) Public awareness of the
increasing environmental damage caused by the industrial activities of large companies means that the public needs
information about the extent to which companies are responsible for this damage. This ecological crisis has prompted concern
from various countries in the world. One of the efforts is to formulate Sustainable Development Goals which are expected to
help overcome poverty, inequality and climate change in the form of real action. Representation of women in the leadership
of a company can be one of the incentives for companies to be more concerned about voluntary disclosure. This is because
the nature of female leadership is more proactive in collaborating, careful in decision making and more sensitive to
environmental problems.

1

According to Rygh et al. (2022), financial performance is an analysis carried out to see the extent to which a company has
implemented financial implementation rules properly and correctly. Company performance is a description of the financial
condition of a company which is analyzed using financial analysis tools so that it can be known about the good and bad
financial condition of a company which reflects work performance in a certain period. This is very important so that resources
are used optimally in facing environmental changes. Measuring tools that can be used are several ratios, namely Liquidity
Ratios, Leverage/solvency Ratios, Activity Ratios, Profitability/Profitability Rat and Valuation Ratios. The importance of
assessing a company's financial performance according to Shibin et al. (2017) is as follows: 1) To determine the level of
liquidity, namely the company's ability to obtain its financial obligations which must be fulfilled immediately or the company's
ability to fulfil its finances when they are billed. 2) To determine the level of solvency, namely the company's ability to fulfil
its financial obligations if the company is liquidated, both short-term and long-term financial obligations. 3) To determine the
level of profitability or profitability, which shows the company's ability to generate profits during a certain period. 4) To
determine the level of business stability, namely the company's ability to carry out its business stably, which is measured by
considering the company's ability to pay interest charges on its debts including repaying the principal of its debts on time as
well as the ability to pay dividends regularly to sharcholders without experiencing financial obstacles or crises (Baliga et al.,
2019).

5. Conclusion

15

The results of data analysis show that sustainable supply chains have a positive and significant relationship to financial
performance, Sustainable Development Goals (SDGs) have a positive and sigam relationship to financial performance
and Sustainable supply chains have a positive and significant relationship to Sustainable Development Goals (SDGs). To
improve the financial performance of SMEs, they must implement a sustainable supply chain in their supply chain, namely
from supplier to customer. To improve the financial performance of SMEs, they must implement Sustainable Development
Goals (SDGs) in their management system. Implementing sustainability in the supply chain is important to increase
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operational efficiency and reduce negative impacts on the environment and society. Several steps that can be taken to improve
sustainability performance in the supply chain include: identifying factors that influence sustainability, analyzing the
environmental impact of supply chain activities, implementing sustainable procurement practices, developing long-term
sustainability development strategies, using technology to monitor and improve sustainability performance in the supply chain
and prepare reports and report sustainability performance in the supply chain transparently. Doing these things will help the
company improve its sustainability performance, maintain stakeholder trust and improve the company's reputation.
Developing a long-term sustainability development strategy will enable the company to improve performance and reduce the
negative impacts of activities. In addition, a good strategy will improve the company's reputation and increase trust. This will
make the company stronger in facing uncertainty and improve long-term performance.
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