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Abstract. Food supply chain has become a crucial segment of every economy 

especially after the COVID-19. Lockdown was imposed in Palestine that is 

why it was very hard to maintain food supply chain from forms to end-users. 

Pandemic disturb every economy but developing economies like Palestine was 

more vulnerable. Although, Palestine authorities did their best by adopting 

best economic practices still various indicators impact the food supply chain. 

The aim of this article is empirically find out the impact of economic 

indicators on food supply chain. This is quantitative study and the 

questionnaire was adopted from well reputed studies. The data was collected 

by convenience sampling and analysed by structuring equation modelling 

through Smart PLS. The finding of this study revealed that inflation rate is 

negatively effecting the performance of food supply chain although economic 

indicators are not significant impacting. This study has unique findings it has 

been found that HDI is positively and significantly effecting food supply chain 

and HDI is also positively and significantly effecting the GDP but GDP is also 

positively impacting food supply chain but not significantly. This may be 

because of emerging country that heavily rely on external support and has less 

industrialization. This study help manages to understand that inflation is very 

bad for food supply chain so they must take care of inflation rate while 

decision making. This study help government to take necessary measures 

regarding interest rate and inflation rates. Next study can be conducted other 

parameters of economic indicators and industry to generalize the findings.   
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1. Introduction

A business can differentiate its products and services based on a range of 

different factors such as price, quality, convenience, and service. But 
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differentiating by offering environmentally beneficial products i.e., technology 

is not only a different game but a game changer as well. This study is about to 

examine the performance of supply chain companies or firms in Palestine 

through task-technology fit, in which it explores the impact of information 

system compatibility, information technology and technology innovativeness 

on  performance [1]. The research supports the concept that more 

consideration should be given to supply chains processes. In order to get better 

profit on investment, managers should focus on assigning the resources 

toward information technologies so that they support performance. Which 

helps the firm to increase its overall performance Utilization of the new raw 

material or goods will be less import. Proper supply chains help in to decrease 

carbon foot print which helps in environmental sustainability[2]. Thus, new a 

department enclosure will be creating new investments and employment 

opportunities such as more and skilled can be employed in order to benefit 

from their expertise. This research is helpful to create awareness amongst the 

supply chaining firm and motivate them to convert their normal supply chains 

into effective supply chains [3]. This is because the awareness about recycling 

and supply chains and been already created but now it’s time for the 

implementation and bring it into action phase. 

  

2. Literature review 

Supply chain is that the network of organizations that square measure 

concerned, through upstream and downstream linkages, within the totally 

different processes and activities that end up worth within the variability of 

product and services delivered to the ultimate word client. Internal lean 

practices square measure the activities of eliminating waste like price and time 

within the supply chaining system [4]. The term lean is pertaining to a system 

that uses less input to supply at a mass-production speed and at constant time 

be ready to provide additional selection to the tip customers”. Ranking 

manager features a better understanding of provide chain management’s want 

as a result of they're the foremost necessary those that will acknowledge the 

firm’s strategic imperatives to remain competitive within the market place. 

Open sharing of knowledge like inventory levels, forecasts, marketing ways, 

and selling ways reduces the uncertainty between provide partners and results 

in increased performance. This chapter provides a summary of this research. It 

describes the background and problems with the auto business and therefore 

the way provide chain practices and uplifts the performance through product 

innovation, analysis queries, objectives, important of study and organization of 

this research [5]. It conjointly provides some general outlook on the auto 

business in Asian country. The aim is to provide the reader with a fast image of 

the study. Within subsequent chapter, past researchers’ studies are getting to be 

mentioned to identify a theoretical framework and potential hypotheses for this 

research [6].  

2.1.  Food Supply Chain 
The food processing industry is considered one of the oldest industries in 
Palestine. In its early days, the industry was limited to producing fewer 
processed foods and sweets. Currently, the industry plays a major role in the 
Palestinian economy and its overall domestic product. In addition, the sector 
has created job opportunities in the domestic market [7]. The importance of 

Journal of University of Shanghai for Science and Technology ISSN: 1007-6735

Volume 23, Issue 1, January - 2021 Page-265



this sector is also given to use food that is needed for food safety in Palestine 
where 120 different foods are prepared. According to the Palestine Food 
Industries Union, the most important food processing industries in the West 
Bank are related to the agricultural products targeted for this purpose: canned 
vegetables and fruits [8]. 

In Palestine, there are only few specialized industries that produce canned 

vegetables and fruits, and currently employ hundreds of workers. Investment in 

the industry is estimated at millions, and these products make up 20% of the 

total market capitalization. In addition, it contributes majorly in the total 

exports [9]. However, the industry still has the necessary packaging methods 

and warehouses, the supply of which will lead to high investment. Oils and 

vegetable oils. There are nine industries operating in the industry, employing 

many workers. Investment in the industry is in millions, and these products 

make up 30% of the market [10]. Pasta and vermicelli [11].  

2.2 Economic Indicators 
Procurement performance has been closely monitored and learned 
academically, commercially, and economically. However, the documents are 
still missing from the effects of economic indicators on commercial activities, 
especially in the food industry. Economic indicators include; inflation rate, 
interest rate, human development index (FDI) and gross domestic product 
(GDP). The food industry is an industry that has been operating for centuries. It 
has recently grown rapidly and is considered an important factor in economic 
growth in various countries [12].China is leading the export. However, as 
research has focused on the Palestine food industry, food supply chain is 
ranked highly in the world in terms of foreign exchange. Therefore, the current 
study focuses on these factors to assess the effect of economic indicators on 
commercial performance in the food industry in Indonesia [13]. 

Various studies have examined the relationship between commercial activity 

and the food industry but no studies have officially documented the role of 

economic indicators in commercial performance (Hameri and Pálsson, 2003; 

Islam and Habib, 2013; Ogden, 2008). Therefore, the purpose of the present 

study is to examine the role of economic indicators in the performance of the 

sale of goods. Some purposes are given how economic indicators work in real 

estate operations [14]. 

2.3 Palestinian Economy 
The Palestinian Department of Agriculture does not pay much attention to the 
search for and support of emerging science related to agricultural production 
and agricultural technology,” he said. “The department relies on donors to the 
international community, who are unable to meet the needs of the sector, and 
who are disabled for work, restricting access, mobility and resources. However, 
since Israel and Egypt control all borders, Palestinian farmers must work 
within a broken purchase that reduces their competition. In February, Tubas 
began building a wastewater treatment plant to supply water for agricultural 
use, but it will not end until September 2017. Meanwhile, tight controls control 
the use, and Palestinians are barred from digging new sources, according to a 
report from the Centre for Economic Policy Research (CEPR) [15].  

Most of the targeted families are headed by women, with elderly people, 

persons with families have been affected by the spike disabilities and high ratio 

of dependents. Already before the outbreak of in COVID-19 in Gaza, WFP will 
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aim at providing food assistance to COVID-19, the food insecurity in Palestine 

affected nearly a third of the non-refugees (125,000 people). WFP needs USD 

4.5 million to population – about 1.7 million people - and is driven by high 

poverty and provide CBTs (USD 10.3 per capita/month) to the targeted 

unemployment rates. The number of food-insecure Palestinians is almost 

affected people for 3 months [4]. Equally divided between the refugee (55%) 

and non-refugee (45%) [1]. Furthermore, WFP will aim at increasing the 

voucher value (USD communities. More than 700,000 non-refugees are 

assessed to be food 15.30 vs USD 10.30) to 123,200 people who regularly 

receive insecure in Palestine, 465,000 in Gaza and 235,000 in the West Bank. 

WFP’s CBT assistance through the MoSD. Additional USD 2 million. Under 

2018-22 Country Strategic Plan (CSP), WFP aims at providing food Poverty 

rate: 29.2 per cent are needed to provide this extra assistance for three months. 

Assistance to 426,000 of the most vulnerable non-refugees via in-kind food 

rations and electronic food vouchers. Assisted communities can redeem [3]. 

Most of these newly maintaining peace and stability, and stimulates the local 

economy [16]. WFP registered beneficiaries (99 percent) reside in the West 

Bank also works with national institutions to enhance the capacity of existing 

where the impact of job loss linked to anti-COVID-19 closures and social 

safety nets to assist the poor and vulnerable. 

 

2.4 Research framework 

Based on above literature and challenges that Palestine food industry faced this 

study proposed that due to current pandemic there is need to know that how 

much this pandemic impact the food supply chain especially in term of 

economic indicators. Below research framework has been adopted and 

hypothesis were drafted that is being tested in this study. 

 

 

 

 

 

 

 

 

 

Figure 1 Research framework 
Inflation is another important change in macroeconomics. Inflation is seen as a 
general increase within the price of an asset over a period of your time. In any 
case when the traditional price of products increases, the purchasing power of 
the buyer decreases, which features a negative effect on the performance of the 
products. Financial strategies are often thought to manage inflation. The 
financial institution uses those financial strategies to regulate economic activity 
to take care of and protect inflation. Inflation brings the acquisition and sale of 
products and services between a buyer and a seller who features a significant 
relationship with the acquisition of products and services. Inflation, reduces 
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purchasing power [17]. The customer usually pays the worth too late as are 
often expected, or, in other words, could also be blocked by the vendor. 
Inflation destroys services and products that cause a risk to the vendor in late 
payment. The customer usually returns late to create up his aggregate value. 
Therefore, inflation alike takes value for traders and buyers of temporary 
goods[18]. This example drives the simplest thanks to find how to use for a 
sale policy for a purchase plan. Because the land industry is essentially 
supported the transfer of products and services, it therefore features a 
significant impact on inflation. Inflation raises prices that negatively affect 
purchasing power [12]. The stock rate changes over time thanks to losses 
thanks to inflation. Given the chance to be available at the time t. Stock loss 
occurs as a result of demand and decay. Depreciation can occur when items are 
available during t, and there's no material damage once we aren't in time 
because they're not always there. A model of underlying assets is shown in 
Figure 1. Therefore, it's proposed under hypothesis [19]. 

Interest rate is that the annual value charged by lenders to lenders. Typically, 
money establishments or lenders place interest on the recipient reckoning on 
the whole loan quantity. It’s thought-about associate degree improvement in 
European bank interest rates from 2003 to 2011. The money crisis is alleged to 
own forced neighbouring European banks to satisfy insurance needs. At a time 
once the bank is that specialize in choices to deal with basic desires, European 
banks are handling money uncertainty. This variation within the charge per unit 
contains an important impact on the getting power of varied merchandise and 
services[20]. It’s been found that interest rates ought to be stabilised to avoid 
unessential economic consequences. As a result of it raises the value associate 
degreed lowers the getting power that contains a negative impact on the 
performance of a quality. It had been meant to diversify interest rates within 
the Palestine industry from 2002 to 2011. These money establishments’ area 
unit consultants in managing the money development of forty fourth million 
folks [3]. The result shows that the flexibleness (bank-based) yields a lot of 
complicated results compared to the varied factors (macroeconomics) with the 
final word goal of determinative the charge per unit unfold in African nation. 
Higher management of economic establishments at interest rates influences the 
sale of products and services. However, political influence will interfere with 
money matters [4]. The shopper doesn't pay interest at the time of receipt 
presumptuous it pays that amount; however, if the instalment is delayed and 
not paid on time, interest is charged. The shopper will begin grouping cash 
from the agreement or use of the item, and earn interest thereon financial gain. 
Therefore, it's to the client's advantage to permit the instalment from the 
supplier to expire [10].  

The Human Development Index (HDI) is one among the integrated indicators 
of life time, individual income and education with various indicators wont to 
place different countries within the four stages of human development [12]. 
The country gets a better HDI where the extent of education is above others, 
anticipation is higher and GDP per capita is high. HDI is one among the key 
development indicators with a robust relationship to GDP and procurement 
performance in various firms [7]. It’s considered a minority like education, 
income, and welfare for the aim of keeping track of which human development 
priorities are considered the foremost important within the world. Details of 
this study were taken from the planet Bank also because the HDI details of the 
United Nations Development Program [3]. Since transactions are hooked in to 
the transfer of products and services that need a particular level of skills and 
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education, therefore, HDI is critical to the performance of the asset. Better 
education and skills that improve productivity that have a positive impact on 
GDP and procurement performance [1]. Like both purchasing performance and 
GDP there's a strong correlation with one another[21]. Therefore, it's clear that 
HDI plays a crucial role in improving GDP and GDP also plays a crucial role 
in asset performance. Therefore, the ideas below are recommended. 

H1: Increase in inflation rate negatively impact the food supply chain of 
Palestine.  

H2: Increase in interest rate negatively impact the food supply chain of 
Palestine.  

H3: Increases in HDI positively impact the food supply chain Palestine.  

H4: Increases in HDI positively impact the GDP of Palestine.  

H5: Increases in GDP positively impact the food supply chain of Palestine.  

H6: GDP mediates the relationship between HDI and supply chain of 
Palestine.  

3. Research Methodology 

In this quantitative study, the researcher performed descriptive statistics and 

analyses the frequency of regular reporting and quantity variability associated 

with human data. Social Sciences Scientific Package (SPSS). The relationship 

between visible and hidden variables is expressed through uploads that inform 

researchers about the level of a given indicator that can measure variables or 

functions as active coefficients. In addition, the Confirmatory feature analysis 

in the Statistical Package of Social Sciences (SPSS) is prepared and validated 

by the rating model. In this research project, a pilot test is performed prior to 

actual research. Pilot testing serves as a tool to help the researcher identify 

problems and make necessary adjustments. Key data is collected through a 

questionnaire and will be processed via SPSS. Final data analysis was made by 

structuring equation modelling through Smart PLS. It starts with analytical 

methods from query developing to data analysis method. The questionnaire 

was a survey tool of the data collection, it was developed based on a five-point 

Likert scale where response ranges from minimum value 1= Strongly Disagree 

to maximum value 5= Strongly Agree.   

 

4. Results and Discussion 

 

According to [22], descriptive statistics include graphical and numerical 

procedures that are used to summarize and process data and transform data into 

information.  In this research study, it is used to analyse the demographic and 

general data.  The results of a descriptive analysis can be presented using a 

table in the form of a bar chart. In this research project, the descriptive analysis 

is used to analyse the respondent’s demographic information. 
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Figure 2 Managerial level of respondents 
First step was data screening. This study has checked missing values, 
normality, linearity, outliers[23]. All the necessary measurement has been 
taken to clean the data before the final analysis. Secondly, below are the 
reliability and validity analysis.   

Table 1 Reliability analysis  

 
Factor 

loadings 

Cronbach's 

Alpha 

Composite 

Reliability 
AVF 

FS

C1 
0.795 

0.862 

 

0.884 

 

0.526 

 

FS

C2 
0.627 

FS

C3 
0.624 

FS

C4 
0.717 

FS

C5 
0.862 

FS

C6 
0.625 

FS

C7 
0.788 

GD

P1 
0.532 

0.835 

 

0.875 

 

0.504 

 

GD

P2 
0.726 

GD

P3 
0.846 

GD

P4 
0.739 

GD

P5 
0.708 

GD

P6 
0.671 

GD

P7 
0.712 

HD 0.765 0.867 0.898 0.595 

25%

48%

27%

Managerial level

Strategic level

Operational level

Tactical level
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1    

HD

I2 
0.795 

HD

I3 
0.775 

HD

I4 
0.812 

HD

I5 
0.740 

HD

I6 
0.736 

INF

1 
0.599 

0.822 

 

0.868 

 

0.524 

 

INF

2 
0.803 

INF

3 
0.737 

INF

5 
0.771 

INF

6 
0.734 

INF

7 
0.683 

INT

1 
0.799 

0.816 0.861 0.558 

INT

2 
0.575 

INT

4 
0.852 

INT

6 
0.660 

INT

7 
0.812 

 

 

Figure 1 Measurement model  
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Table 2 Discriminant Validity  

 

 FSC GDP HDI INF INT 

FSC 0.725     

GDP 0.172 0.710    

HDI 0.281 0.296 0.771   

INF 0.186 0.228 0.364 0.724  

INT -0.191 -0.178 -0.425 -0.247 0.747 

 

This study has checked reliability and validity of the data. Table 1, table 2 and 

figure 3 shows that all the values are meeting the threshold limit. Thus, it can 

be concluded that the instrument is valid and reliable. The range of mean value 

is 3.2114 to 3.7543 which shows that the response of the respondents to the 

questionnaire is more towards being neutral and more towards agrees. The 

standards deviation value above shows the deviation of response from means 

and value ranges from .74135 to 1.02596 which indicates that respondents have 

possessed the difference of opinion on the questions in the survey tool. 

 

 

Figure 1 Structural model  

 

Table 3 Hypothesis testing  

 

Hypothesis Relationships Beta-Values T-Values Decisions 

H1 INT → FSC 0.074 0.786 Rejected 

H2 INF → FSC 0.077 0.678 Rejected 

H3 HDI → FSC 0.196 2.270 Accepted 

H4 HDI → GDP 0.296 4.325 Accepted 

H5 GDP → FSC 0.084 0.985 Rejected 

 

Table 4 Mediation analysis  

Hypothesis Relationship  Beta - value T - value  Result 

H6 HDI -> GDP -> FSC 0.025 0.856 Rejected  
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The contribution of this research project is summarized below and the facts 
will be useful for the Palestine food supply chain regulatory authorities, food 
supply chain, researcher, and the reader of this project. This research is adding 
to the literature on the impact of supply chain practices on product innovation 
in food supply chain industry Palestine by investigating the facts that how 
leadership, supplier relationship, lean practices, quality information analysis 
and customer focus promotes innovation in an organization. The main supply 
chain factor which has been discovered in this research is the interest rate and 
inflation rate due to which the performance of food supply chain is profound in 
the organizations. Secondly, HDI focus is considered as the most significant 
factor since the user requirement is defined, therefore, personnel involved in 
the performance of industry[24]. The research has several interesting 
contributions for food supply chain industry officials and for the Palestine food 
supply chain regulatory authorities that how best supply chain practices bring 
innovation in the industry.   

There are several limitations and recommendations for future researchers to 
add their contribution to literature so that the industry can be benefitted. First, 
the Model R square shows the value of 0.098 only this indicates that food 
supply chain industry is predicted by 4 independent variables (Interest rates, 
inflation rate, HDI, GDP) is not only contributing factor. There could be other 
factors that may contribute to the performance of the food supply chain 
industry which can be explored in the future. Some of the factors which we 
have observed are sustainable supply chain, green supply chain, supply chain 
competency, and consumer preference focus can be considered to measure the 
effect of innovation in the food supply chain industry. 

Secondly, this research is based on the food industry only whereas the food 
supply chain industry consists on limited firms’ future researcher may widen 
their scope to and consider the entire industry as their sample size to better 
understand the impact of supply chain performance. 

2. Conclusion  

The current research study’s significance twofold; the first is from the 

perspective of its contribution to the existing literature. The current research 

study will help to evolve an understanding of the relationships between 

independent variables (Interest rate, inflation rates, Gross Domestic Production 

and Human Development Index) and dependent variable which is Food Supply 

Chain of Palestine. The literature has shown that no such any study has been 

conducted in the scenario of emerging markets such as Palestine. Therefore, 

the current study will help to bridge the gap in the literature. The second 

significance of the study is from the point of a manager; the current study will 

help supply chain managers working in the food supply chain industry of 

Palestine to formulate practical strategy.  
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