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ABSTRACT 

The purpose of this study is to examine the effect of 

green supply chain management on firm performance with 

competitive advantage as a mediator. This study used 

purposive sampling to obtain a population comprising 516 

companies which were part of a program called PROPER 

(which stands for Program Penilaian Peringkat Kinerja 

Perusahaan or company performance rating program) 

between 2010 and 2018. The data were obtained from the 

Indonesia Stock Exchange and OSIRIS software and were 

tested using STATA. The results obtained in this study 

demonstrate that green supply chain management has a 

positive effect on competitive advantage, competitive 

advantage has a positive effect on firm performance, and 

green supply chain management has no effect on firm 

performance. Competitive advantage is able to mediate the 

relationship between green supply chain management and 

firm performance. The results of this study provide insight 

into the importance of implementing green supply chain 

management in order to be able to create a competitive 

advantage and improve firm performance in the midst of 

intense competition. 

 
Keywords: green supply chain management, competitive 

advantage, firm performance 

1. INTRODUCTION 

At the 2020 World Economic Forum, the Indonesian 

government committed itself to prioritizing a circular 

economy aimed at reducing environmental damage through 

concepts like reusing and refilling (Greenpeace, 2020). 

Companies in Indonesia, in supporting the World Economic 

Forum, have a responsibility to reduce the environmental 

impacts of their processes such as product development, 

design, logistics, company operations, marketing, and by 

complying with regulations and waste management 

(Srivastava, 2007). To reduce the environmental impact of a 

company in carrying out its production process, it can 

implement green operations in order to face the challenge 

of gaining competitive advantage from the process of green 

supply chain management (hereinafter referred to as 

GSCM) in order to improve firm performance. Facing 

environmental impacts and increasingly fierce competition, 

companies must have the competitive ability to maintain 

and improve their company's performance. GSCM is a 

company strategy for environmental development in the 

long term to face market competition and increase profits 

and reduce environmental impacts (Khaksar et al., 2016). 

GSCM pays attention to the environmental impact of 

the company's entire supply chain from suppliers to 

distributors. The conflicts that there are between economic 

growth and the environment do not only occur in academia; 

they happen in companies and communities too. To realize 

competitive advantage through GSCM, companies must be 

strict in the selection of their suppliers and distributors, 

especially those that have the capacity to impact the 

environment (Handayani et al., 2017; Kim et al., 2016). 

GSCM is a company's strategic capabilities in practices and 

policies for managing environmental impacts in the supply 

chain (Kirchoff et al., 2016). There are two approaches to 

GSCM (Chu et al., 2017): first, there is the monitoring 

approach in which the company participates in collecting 

information and setting supplier standards; second, there is 

a collaborative approach, namely providing training and 

education programs to assist management policies in 

implementing “green” practices and obtaining 

environmental certification. In this case, GSCM is a great 

opportunity to improve competitive advantage and firm 

performance. 

A company can create competitive advantage if it 

combines and expands resources and capabilities 

efficiently. Competitive advantage is a company's ability to 

deal with competition over market share, and it relates to 

whether the company is ahead of or behind the companies it 

is competing with (Ploenhad et al., 2019; Yunus & 

Michalisin, 2016). In terms of how it improves a company’s 

performance, competitive advantage is measured by the 

extent to which that company can achieve production 

targets, and its goals in terms of human resources, 

marketing, and finance (Abeysekara et al., 2019). 



Novitasari & Agustia: Assessing the Impact of Green Supply Chain Management, Competitive Advantage and Firm Performance 

Operations and Supply Chain Management 15(3) pp. 395 - 406 © 202                                                             399 
 

Competitive advantage is divided into three types, namely: 

(1) company policies in providing products and services at 

the lowest prices to the market; (2) differentiation of 

company services and products; and (3) being able to meet 

targets and be responsive to the needs of market segments 

and customers (Potjanajaruwit, 2018). In these ways, the 

company will be able to deal with market competition, 

create new products, increase its productivity and sales, and 

improve its performance. 

There are several studies examining GSCM and firm 

performance (Ahmed et al., 2019; Samad et al., 2021), but 

there are gaps in the research on the relationship between 

them (Abu Seman et al., 2019). Previous research on how 

GSCM affects firm performance shows that there is an 

increasing need for companies to implement GSCM more 

broadly (Bu et al., 2020; Chu et al., 2017). Inconsistent 

results were found by Younis et al. (2016) and Zhu et al. 

(2007) who showed that the implementation of GSCM does 

not have a significant effect on firm performance because, 

as Jiang et al. (2020) mention, when implementing GSCM, 

there are additional costs to the company for purchasing 

environmentally friendly materials in the production 

process. GSCM has a significant effect on competitive 

advantage (Masoumik et al., 2014; Nanath & Pillai, 2017), 

with pressure from the market on companies to always 

increase their competitive advantage and improve their firm 

performance. There is a significant and positive relationship 

between competitive advantage and firm performance 

because a company with competitive advantage has two 

basic characteristics, namely being able to increase profits 

and firm performance, and competing companies will not 

be able to imitate the company's strategy (Chen et al., 2017; 

Ferreira & Coelho, 2017). Therefore, there is a growing 

need for GSCM, competitive advantage, and good firm 

performance in companies in Indonesia. This study aims to 

provide empirical evidence of how the implementation of 

GSCM practices improve firms’ performance through 

competitive advantage. This research contributes by helping 

companies to determine the right environmental strategy. 

This study will examine the relationship between 

GSCM, competitive advantage and firm performance in 

terms of direct and indirect effects. Competitive advantage 

is used to examine the mediating effect between GSCM and 

firm performance. Porter's strategy in implementing 

competitive advantage in addition to improving market 

performance is also able to improve firm performance 

(Anwar et al., 2018). GSCM is a "green" concept applied to 

the supply chain to make it more integrated which 

ultimately results in a competitive advantage (Martusa, 

2013). The combined pressure from government and other 

stakeholders can encourage companies to comply with and 

implement GSCM in order to improve firm performance 

(Ahmed et al., 2019). GSCM tends not to be able to 

improve firm performance, so companies need to expand 

their focus on customer satisfaction (Laari et al., 2016). 

This study will address the following issues: (1) whether 

GSCM and competitive advantage have a positive effect on 

firm performance; (2) whether GSCM has a positive effect 

on competitive advantage; and (3) whether competitive 

advantage is able to mediate the relationship between 

GSCM and firm performance. 

This research’s contribution to companies is to 

encourage them to pay more attention to the environmental 

impact of the supply chain and market competition by 

understanding the importance of GSCM and competitive 

advantage to the improvement of firm performance. GSCM 

is the application of "green" practices when purchasing 

materials from suppliers, processing them, and then 

distributing them to consumers. Meanwhile, competitive 

advantage is the application of a superior company's 

competitive strategy in order to be able to compete and, 

through this, make sure competitors are unable to imitate 

company's product. With the help of this research, 

companies in Indonesia will realize the importance of 

protecting the environment to meet the demands of the 

company's internal and external actors. 

2. LITERATURE REVIEW AND 

HYPOTHESES 

Although there have been many previous studies on 

GSCM and firm performance, the results of research on 

how the effect of GSCM on firm performance is still 

unclear. There are studies on the influence of GSCM on 

firm performance, where the application of GSCM practices 

will create more economic and social benefits for the 

company (Habib et al., 2021; Wang et al., 2020). However, 

this is different from other research (Jia & Wang, 2019; 

Namagembe et al., 2019; Novitasari & Agustia, 2021) 

which shows that GSCM has no effect on firm performance 

and that companies engaged in GSCM practices need 

motivation in reputation, growth revenue, and effectiveness. 

In light of these contradictory results, this study will 

conduct further empirical testing on the relationship 

between GSCM and firm performance mediated by 

competitive advantage. The application of GSCM practices 

can increase competitive advantage, so that it can place the 

company more profitably in a tight competitive position. 

Sustainable GSCM practices will create competitive 

advantage and improve firm performance in the long term. 

In creating a competitive advantage, the company must 

have efficient resources and capabilities (Novitasari et al., 

2021). 

The existence of pressure from stakeholders and 

institutions is the main driver of companies in 

implementing GSCM, namely implementing 

environmentally friendly strategies to maintain competitive 

advantage and improve firm performance (Vanalle et al., 

2017). In business practice, customers crave health-

promoting solutions in dealing with air pollution (Ha et al., 

2021). Companies that adopt GSCM are able to reduce 

pollution and suppress environmental problems in their 

supply chains, from upstream to downstream (Govindan et 

al., 2014). In adopting GSCM, companies can not only gain 

competitive advantage, but also open new market 

opportunities and they can lobby the government for legal 

protection for their firm performance (Mitra & Datta, 

2014). 

In the application of GSCM, there will be an increase 

in investor interest for companies with the 6R concept 

(remanufacturing, redesign, recover, recycle, reuse, and 

reduce) as an evolving and sustainable production process 

(Tundys & Wiśniewski, 2021; Vanalle & Santos, 2014). 
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The relevance of the “green” concept is particularly 

appropriate for corporate learning and human resource 

practices, as they help to reduce barriers to adopting GSCM 

(Teixeira et al., 2016). Suppliers are important partners in 

the company's supply chain because suppliers are the main 

factor in supporting the organization's environmental 

initiatives and contributing to an improving environmental 

performance (Yu et al., 2014). 

Porter & Linde (1995) argue that attention to 

environmental matters must be embraced by businesses 

which seek to increase resources and competitive 

advantage. Competitive advantage is a company's strategy 

to obtain long-term benefits which cannot be overtaken by 

its competitors through product replication or imitation 

strategies (Ge et al., 2018). Competitive advantage in the 

long term must be able to develop, renew and increase the 

company's product portfolio by adjusting to customer 

desires, increasingly sophisticated technological changes, 

and increasingly fierce competition (Ohvanainen & 

Hietikko, 2012). The purpose of competitive advantage is to 

be able to create and maintain competitiveness to increase 

company profits (Sinaga et al., 2019). To realize a 

competitive advantage, the company must combine 

resources and capabilities efficiently. 

Firm performance is a means of achieving the 

company's conceptualized multidimensional goals; these 

multidimensional goals include increasing profits, and there 

are also three indicators, namely production, finance, and 

marketing (Schmidt et al., 2017; Tuan et al., 2016). Firm 

performance describes the company's success in carrying 

out and completing work with maximum profit (Golicic & 

Smith, 2013). Firm performance is basically a picture of the 

company in terms of whether it meets economic goals, such 

as a target market share and an increased level of sales 

(Lirn et al., 2014). In the operational practice of GSCM, 

companies must be fast and flexible to ensure the flow of 

products to consumers (Khan & Wisner, 2019). Firm 

performance is able to provide information to stakeholders 

regarding the condition of the company as it competes for 

market share. 

GSCM is a corporate strategy regarding the 

sustainability of resources and the ability to achieve a 

competitive advantage, in terms of market share, 

competitors, and firm performance (Liu et al., 2012). 

GSCM has a significant effect on competitive advantage 

(Khaksar et al., 2016), and this demonstrates that the 

existence of supply chain management that focuses on 

environmental impacts can increase industrial activities and 

so increase competitive advantage. By implementing 

environmental management, companies will be able to 

strengthen competitiveness and so create a competitive 

advantage (Arman & Iman, 2017). There needs to be 

cooperation with suppliers in supply chain management 

whereby they comply with environmental regulations when 

companies buy materials from them, then in processing of 

materials into ready-to-sell products, followed by the 

distribution of the products to the consumers; together, this 

can build a competitive advantage in the global market. 

Thus, the researchers propose the following hypothesis: 

 

Hypothesis 1: Green supply chain management has a 

positive effect on competitive advantage 

Competitive advantage is a company's ability to create 

investments that are above average (Mee-Ngoen et al., 

2020). The company's strategy in terms of gaining 

competitive advantage that competitors cannot imitate is a 

means of reducing costs that are too large and this will be 

able to improve firm performance (Rauf et al., 2019). In a 

differentiation strategy, companies must create unique and 

different products that cannot be imitated by competitors, 

and this will form a competitive advantage for the company 

and will reduce the company's costs (Khan et al., 2019). 

This cost reduction will be able to increase profitability or 

firm performance (Porter, 1985). Competitive advantage 

will mean the company has product characteristics that 

cannot be duplicated by competitors. Thus, the researchers 

propose the following hypothesis: 

 

Hypothesis 2: Competitive advantage has a positive effect 

on firm performance 

 

GSCM will help companies to manage and cooperate 

with suppliers and create products that reach the consumers 

in an environmentally friendly way, and this will help 

companies to reduce costs so that they will be able to 

improve firm performance (Bu et al., 2020; Orenstein & 

Tang, 2021). GSCM has a significant effect on firm 

performance (Jassim et al., 2020), and this indicates that, 

with the existence of GSCM, sustainable business goals can 

be achieved that can improve firm performance. The 

application of GSCM contributes to reducing 

environmental impacts such as pollution, waste, airborne 

emissions, and the use of toxic materials (Habib et al., 

2020). In its processes, GSCM involves the company's 

capacity and ability to carry out its operational activities 

(Bag et al., 2020). Green practices incorporated into supply 

chain management is a philosophy that is beneficial for 

companies in terms of firm performance in generating 

maximum profit. Thus, the researchers propose the 

following hypothesis: 

 

Hypothesis 3: Green supply chain management has a 

positive effect on firm performance 

 

Previous research has shown that GSCM in a 

company can affect firm performance. However, in 

examining the effect of GSCM on firm performance, it is 

necessary to consider the mediating variable. In this case, 

firstly, GSCM affects competitive advantage and secondly, 

competitive advantage affects firm performance. 

Competitive advantage is added as a mediating variable 

because the company has a need to increase its competitive 

advantage so that the company can compete for market 

share (Wu et al., 2017). “Green” practices used by 

companies in supply chain management will create a 

competitive advantage that can improve firm performance 

(Lee et al., 2015). With a competitive advantage, the 

company will benefit, including from reducing costs by 

preventing pollution, stakeholder monitoring of products 

that cannot be replicated by competitors, and synergistic 

long-term development (Pålsson & Kovács, 2014)., This 

will greatly assist the company in improving its 

performance. Thus, the researchers propose the following 

hypothesis: 
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Hypothesis 4: Competitive advantage mediates the 

relationship between green supply chain management and 

firm performance 

 

This research focuses on the exploration of 

competitive advantage, GSCM and firm performance. The 

purpose of this study is to examine the direct and indirect 

relationships between competitive advantage, GSCM and 

firm performance. The conceptual framework of this 

research is as follows: 

 

 

 
Figure 1 Conceptual Framework 

 

3. RESEARCH METHODOLOGY 

3.1 Research Design 
The main objective of this study is to examine 

competitive advantage as a mediating variable in the effect 

of GSCM on firm performance. In addition, there are 

several control variables added in this study, namely firm 

age, board size, board meeting and tangibility. These 

variables were recommended by previous studies because 

they can affect firm performance (Eluyela et al., 2018; 

Mallinguh et al., 2020; Mubeen et al., 2020; Pucheta-

Martínez & Gallego-Álvarez, 2020; Vu et al., 2019), but 

the use of these variables is still limited in research on 

competitive advantage (Jeong & Chung, 2022; Lu et al., 

2021; Nkundabanyanga et al., 2018; Nyuur et al., 2019; 

Whitler & Puto, 2020). This is quantitative research and 

uses secondary data. The population used in this study 

comprises companies registered with the PROPER program 

between 2012 and 2018. The data sample was selected 

using purposive sampling. The data in this study were taken 

from the Indonesia Stock Exchange and OSIRIS software. 

Thus, the sample amounts to 516 companies. Testing the 

variables used STATA to test the direct relationship and the 

Sobel calculator (www.quantspsy.org) to test the indirect 

relationship. The tests in this study were descriptive 

statistical tests, correlation tests, regression tests and 

mediation tests. There are two regression equations used in 

this study, namely: 

 

𝐶𝐴 = ∝2+ 𝛽8𝐺𝑆𝐶𝑀 + 𝑒  (1) 

𝐹𝑖𝑟𝑚 𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 = ∝2+ 𝛽1𝐺𝑆𝐶𝑀 + 𝛽2𝐶𝐴 + 𝛽3𝐹𝑖𝑟𝑚𝐴𝑔𝑒 + 𝛽4𝐹𝑖𝑟𝑚𝑆𝑖𝑧𝑒 + 𝛽5𝐵𝑜𝑎𝑟𝑑𝑆𝑖𝑧𝑒 +
 𝛽6𝐵𝑜𝑎𝑟𝑑𝑀𝑒𝑒𝑡𝑖𝑛𝑔 + 𝛽7𝑇𝑎𝑛𝑔𝑖𝑏𝑖𝑙𝑖𝑡𝑦 + 𝑒    (2) 

 

3.2 Definitions of Operational Variables 
3.2.1 Firm Performance 

Firm performance is a stakeholder means of managing 

a company to increase resources, products that cannot be 

imitated and cannot be marketed (King & Zeithaml, 2001). 

Firm performance will be beneficial for the company 

because it can increase profits, competitive advantage, and 

meet targets for market share, while increasing sales and 

customer satisfaction. According to (Vithessonthi & Racela, 

2016), the firm performance ratio used is as follows: 

 

𝑅𝑂𝐴 =  
𝐸𝐵𝐼𝑇

𝑇𝐴
 (3) 

where 

EBIT : Earning Before Interest and Tax 

TA : Total Assets 
 

3.2.2 Green Supply Chain Management 

GSCM is "green" philosophy combined with supply 

chain management which takes into account the 

environmental impact starting from the selection and 

purchase of materials from suppliers, through the product 

design stage, until the product is ready to be sold to 

consumers (Srivastava, 2007). GSCM is measured using 

five indicators. The measure of GSCM is obtained from 

analysis of the company's annual report using indicators 

which are measured using ratios. Following on from 

previous research (Sharma et al., 2017; Tseng & Chiu, 

2013), the indicators used in this analysis are as follows: (1) 

the possession of ISO 9000 or ISO 14000 certificates; (2) 

green distribution and marketing practices; (3) reverse 

logistics, packaging comes from recycling; (4) close 

relationship with suppliers to determine purchasing criteria 

and material quality from them; and (5) product quality that 

meets customer needs. Following previous research 

(Novitasari & Agustia, 2021), each indicator item disclosed 

in the annual report is given a score of "1" meaning that 

there is disclosure regarding that indicator items in the 

annual report, and a score of "0" is given when there are no 

indicator items disclosed in the annual report. 

 

 

Green Supply Chain 

Management 

1. Firm Age 

2. Firm Size 

3. Board size 

4. Board meeting  

5. Tangibility 

Competitive 

Advantage 

Firm Performance 
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𝐺𝑆𝐶𝑀 =  
𝑇𝑜𝑡𝑎𝑙 𝐼𝑡𝑒𝑚𝑠 𝐷𝑖𝑠𝑐𝑙𝑜𝑠𝑒𝑑

𝑇𝑜𝑡𝑎𝑙 𝐼𝑛𝑑𝑖𝑐𝑎𝑡𝑜𝑟𝑠
 (4) 

 

3.2.3 Competitive Advantage 

Competitive advantage is a company's means of 

creating product differentiation so that competitors cannot 

duplicate, and, in this way, it is able to reduce costs so as to 

improve firm performance (Tan & Sousa, 2015). 

Competitive advantage is derived from asset turnover 

(Dehning & Stratopoulos, 2002). The more products sales 

there are, the higher a company's competitive advantage 

will be. The competitive advantage of a company manifests 

itself in the characteristics and resources that measure 

performance that is superior to other companies in the same 

industry or that gains a bigger market share, involving top 

management that makes substantial increases and asset 

utilization possible (Porter, 1998). Asset utilization can be 

measured by asset turnover (Curtis et al., 2015): 

𝐴𝑇𝑂 =  
𝑆𝑎𝑙𝑒𝑠

𝑁𝑂𝐴 (𝑡) − 𝑁𝑂𝐴(𝑡 − 1)
 (5) 

where 

NOA : Net Operating Asset 

 

3.2.4 Control Variables 

In this study, the control variables used are firm age, 

firm size, board size, board meeting and tangibility. Firm 

age can be measured by the natural logarithm of the number 

of years since the company was founded (Ellouze & 

Mnasri, 2020). Firm size can be measured by the natural 

logarithm of total assets (Zhang et al., 2016). Board size 

can be measured by the number of commissioners the 

company has (Hardika et al., 2018). Board meetings can be 

measured by the number of meetings held by the company 

in the current year (Hanh et al., 2018). Finally, tangibility 

can be measured by the ratio of net fixed assets to total 

assets (Vithessonthi & Tongurai, 2015). 

4. EMPIRICAL RESULTS AND 

DISCUSSION 

4.1 Descriptive Statistics and Correlations 
Table 1 presents the descriptive statistics. As it 

indicates, the minimum and maximum for firm performance 

are -0.260 and 0.872, respectively, while for GSCM it is 

0.000 and 1,000, and for competitive advantage it is -

266,469 and 620,363. 

Table 2 presents the results of the Pearson correlation 

test. The correlation between GSCM and competitive 

advantage is positive with a significance level of 5%. The 

correlation between competitive advantage and firm 

performance is positive with a significance of 1%. And the 

correlation between GSCM and firm performance is 

positive.

 

Table 1 Descriptive statistics 

 Mean Median Std Minimum Maximum 

FirmPerformance 0.108 0.088 0.127 -0.260 0.872 
GSCM 0.535 0.600 0.200 0.000 1.000 
CA 22.542 12.183 68.604 -266.469 620.363 
FirmAge 3.546 3.638 0.545 0.000 4.762 
FirmSize 12.991 14.581 4.211 4.151 18.335 
BoardSize 8.411 5.000 16.057 2.000 11.000 
BoardMeeting 14.052 10.000 17.711 0.000 200.000 
Tangibility 0.419 0.421 0.192 0.008 0.843 

Note: This table presents descriptive statistics for the dependent, independent and control variables. The 
sample consists of PROPER companies listed on the Indonesia Stock Exchange (IDX) between 2010 and 
2018. 

 

 

Table 2 Pearson correlations 

 (1) (2) (3) (4) (5) (6) (7) (8) 

(1) FirmPerformance 1.000        

         

(2) GSCM 0.037 1.000       

 (0.404)        

(3) CA 0.135*** 0.088** 1.000      

 (0.002) (0.046)       

(4) FirmAge 0.108** 0.058 0.103** 1.000     

 (0.014) (0.188) (0.019)      

(5) FirmSize 0.305*** -0.003 -0.110** 0.091** 1.000    

 (0.000) (0.948) (0.012) (0.039)     

(6) BoardSize 0.107** 0.040 -0.021 0.013 0.037 1.000   

 (0.015) (0.369) (0.632) (0.764) (0.396)    
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Table 2 Pearson correlations (Con’t) 

 (1) (2) (3) (4) (5) (6) (7) (8) 

(7) BoardMeeting 0.140*** 0.139*** -0.015 0.044 0.036 0.833*** 1.000  

 (0.001) (0.002) (0.733) (0.316) (0.409) (0.000)   

(8) Tangibility -0.137*** 0.057 0.015 0.141*** -0.075* -0.066 -0.079* 1.000 

 (0.002) (0.194) (0.729) (0.001) (0.090) (0.132) (0.073)  

 

4.2 Model 1 
Model 1 uses a simple linear regression to examine the 

effect of GSCM on competitive advantage which is shown 

in Table 3 and Table 5. The results of the t test show that 

the t value for the GSCM variable’s effect on competitive 

advantage is 2.00 with a significance value of 0.046. (sig < 

5%), which indicates that GSCM has a positive effect on 

competitive advantage, therefore Hypothesis 1 is accepted. 

 

4.3 Model 2 
Model 2 uses multiple linear regression to test the 

effects of GSCM, competitive advantage, firm age, firm 

size, board size, board meeting, and tangibility on firm 

performance. The results are presented in Table 3. The t 

value of competitive advantage’s effect on firm 

performance is 3.94 with a significance value of 0.000 (sig. 

< 1%), which indicates that competitive advantage has a 

positive effect on firm performance, therefore Hypothesis 2 

is accepted. The t value of GSCM’s effect on firm 

performance is 0.18 with a significance value of 0.858 (sig. 

> 10%), which indicates that GSCM has no effect on firm 

performance, therefore Hypothesis 3 is rejected. The 

control variable firm age has a t value of 1.76 with a 

significance value of 0.078 (sig. < 10%), meaning firm age 

has a positive effect on firm performance. Firm size has a t 

value of 7.33 with a significance value of 0.000 (sig. < 5%), 

meaning firm size has a positive effect on firm 

performance. The board size has a t value of -0.37 with a 

significance value of 0.712 (sig. > 10%), meaning that the 

board size has no effect on firm performance. The board 

meeting has a t value of 1.87 with a significance value of 

0.062 (sig. < 10%), meaning that the board meeting has an 

effect on firm performance. Finally, tangibility has a t value 

of -2.84 with a significance value of 0.005 (sig. <1%), 

meaning that tangibility has a negative effect on firm 

performance. 

 

 
Table 3 Regression results for firm performance and competitive advantage 

 (1) (2) 
 CA FirmPerformance 

GSCM 30.070** 0.005 
 (2.00) (0.18) 
CA  0.000*** 
  (3.94) 
FirmAge  0.017* 
  (1.76) 
FirmSize  0.009*** 
  (7.33) 
BoardSize  -0.000 
  (-0.37) 
BoardMeeting  0.001* 
  (1.87) 
Tangibility  -0.078*** 
  (-2.84) 
_cons 6.446 -0.062 
 (0.75) (-1.57) 

r2 0.008 0.156 
r2_a 0.006 0.144 
N 516 516 
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4.4 Mediation Effect 
The results of the mediation test using Sobel are 

shown in Table 4 and Table 5; the indirect relationship 

indicates a t value of 1.811 with a significance value of 

0.070 (sig. < 10%), which indicates that competitive 

advantage mediates the relationship between GSCM and 

firm performance, therefore, Hypothesis 4 is accepted.

 
Table 4 Results of mediation test 

 Input Test statistic Std. Error P-value 

a 30.07 1.8115747 0.00597965 0.07005194* 

b 0.0003    

Sa 15.043    

Sb 0.00007    

 
Table 5 Summary of hypotheses testing 

HYPOTHESIS REGRESSION COEFFICIENT T VALUE P VALUE NOTE 

H1 GSCM->CA 30.07 2.00 0.046** Significantly Positive 

H2 CA->FP 0.0003 3.94 0.000*** Significantly Positive 

H3 GSCM->FP 0.0047 0.18 0.858 Not Significant 

H4 GSCM->CA->FP 0.009021 1.811 0.07* Significantly Positive 

 

5. DISCUSSION 
The results in this study indicate that, in terms of 

direct relationships, in PROPER companies in Indonesia: 

(1) GSCM has a positive effect on competitive advantage; 

(2) competitive advantage has a positive effect on firm 

performance; and (3) GSCM has no effect on firm 

performance. In addition, there is an indirect relationship 

between GSCM and firm performance through competitive 

advantage. The application of GSCM practices and the 

creation of a competitive advantage will have a significant 

effect on firm performance. 

The results regarding the first hypothesis reveal that 

GSCM has a positive effect on competitive advantage. This 

indicates that companies that implement GSCM will have a 

greater competitive advantage. Supply chain management 

that implements "green" dimensions, with attention to 

environmental impacts, is encouraged to use the 3R 

approach—reuse, reduce and recycle—so this can help 

companies to reduce direct material costs and total product 

costs. This will lead to the company creating products more 

efficiently which, in turn, will increase its competitive 

advantage. For companies in Indonesia to be able to 

increase their competitive advantage, it is necessary to 

implement GSCM. The authors’ findings are in line with 

previous research by Tan et al. (2016). 

The results regarding the second hypothesis reveal that 

competitive advantage has a positive effect on firm 

performance. This provides evidence that competitive 

advantage will be able to enhance firm performance. These 

results are consistent with previous research by Rauf et al. 

(2019). Currently, companies in Indonesia operate in a 

fairly intense, competitive arena. Companies that create 

products that cannot be replicated will be able to strengthen 

their competitive advantage, and this will improve firm 

performance. 

The results regarding the third hypothesis reveal that 

GSCM has no effect on firm performance. This shows that, 

in the application of GSCM, there are cost constraints 

related to environmental sustainability. Incurring the high 

costs of GSCM practices is an effort that companies 

continue to make to improve firm performance. These 

findings are in line with previous research by Ahmed et al. 

(2020) and Novitasari & Agustia (2021). 

The results regarding the fourth hypothesis provide 

evidence that competitive advantage is able to mediate the 

relationship between GSCM and firm performance. 

Environmental problems that occur can encourage 

companies to apply "green" dimensions to their supply 

chain management ranging from the selection and purchase 

of materials from suppliers to the processing of finished 

products and distribution of those products to consumers. 

Therefore, by implementing GSCM, they can also increase 

competitive advantage, because it can reduce operational 

costs and create non-replicable products that lead to 

increased sales. So, this will be able to improve firm 

performance. It is important for companies in Indonesia to 

implement GSCM so that they can increase their 

competitive advantage and firm performance. This is in line 

with previous research (Abednico, 2016; Jiang et al., 2020; 

Munsung & Stephens, 2020). In other words, if GSCM is 

applied by companies in Indonesia, it will encourage robust 

competitiveness and create a competitive advantage. This 

will be able to increase sales and thus increase profits and 

firm performance. 

6. CONCLUSION 
The researchers conclude that green supply chain 

management (GCSM) can increase competitive advantage. 

If a company reduces its environmental impact by 

implementing the "green" dimension in its supply chain 

management, it will be able to strengthen its 

competitiveness. By creating competitive advantage in this 

way, the company will be able to expand its market share, 

maximize its achievement of sales targets, and increase its 

profits and improve its performance. Given the many 

competitors operating very similar businesses, a 

competitive advantage is needed in order to create products 

that cannot be imitated, and this will have an impact on the 

level of sales and improve firm performance. 
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The implication of this research is that environmental 

problems are increasing and there is pressure from 

stakeholders to overcome these problems. Therefore, 

GSCM can be applied to reduce the environmental impact 

of supply chain management and so improve 

competitiveness and performance. This study can also 

support the Indonesian government’s efforts to reduce the 

risk of environmental impacts through the implementation 

of GSCM by companies. 

This research makes a further contribution to 

addressing environmental impacts in Indonesia. The 

application of GSCM is very important for companies—

whether it be in terms of selecting raw materials from 

suppliers, creating brands, running manufacturing 

processes, or carrying out distribution until the product 

reaches the customer's hands—so that they do not have a 

bad impact on the environment. This is in line with 

previous research (Tseng et al., 2019) which shows that the 

practice of GSCM has been consistently developed. In 

particular, this study provides evidence that the creation of 

competitive advantage stems from companies implementing 

GSCM in their activities, as this will be able to improve 

their performance. The theoretical contribution made this 

research is to add to the literature on the direct relationship 

between GSCM and firm performance and the indirect 

relationship between GSCM and firm performance through 

competitive advantage. The practice of GSCM will drive 

competitive advantage to improve firm performance. 

The limitations of this research are that it only uses 

companies listed with the PROPER program and only those 

implementing GSCM, while examining only competitive 

advantage and firm performance. Future studies need to 

consider other variables such as environmental performance 

and other green practices such as green suppliers, green 

shipping and so on. 
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