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ABSTRACT

In an increasingly complex and dynamic business environment, Corporate
Governance and Strategic Leadership is the main factor in encouraging Eco-
nomic Growth, Market Stability, and Organizational Performance. This study
aims to evaluate the relationship between these variables and identify the role
of strategic leadership and corporate governance in creating economic and mar-
ket stability. This research uses the method Structural Equation Modeling
based Partial Least Squares (PLS-SEM) by analyzing data from 100 participants
ranging from middle level managers to senior executives. The research results
show that Strategic Leadership has a significant positive influence on Economic
Growth And Market Stability, whereas Corporate Governance actually shows a
negative influence on these two variables. This could indicate underlying issues
in the implementation of governance practices, such as lack of transparency,
inefficiency in decision-making processes, or failure to address local market dy-
namics. Besides that, Market Stability has a greater impact on Organizational
Performance compared with Economic Growth, which shows that market sta-
bility plays an important role in supporting organizational sustainability. Al-
though this model provides strong empirical insight, value R-square A low level
indicates that there are still other factors that need to be considered in improv-
ing organizational performance. As a future job (future work), this research
recommends exploring additional variables such as technological innovation,
government policy, as well as organizational culture factors to improve model
predictions and expand understanding of the dynamics of economic growth and
market stability.
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1. INTRODUCTION
In the dynamics of the global economy that continues to develop, companies are faced with the chal-

lenge of not only surviving, but also achieving sustainable growth and optimal market stability. In this context,
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corporate governance and strategic leadership play an important role as the main pillars of organizational suc-
cess [1]. In addition, macroeconomic indicators such as economic growth and market stability as well as
organizational performance are important elements for analyzing managerial impacts on broader economic
conditions [2, 3]. Therefore, this research highlights five main variables, namely corporate governance, strate-
gic leadership, economic growth, market stability, and organizational performance.

Corporate Governance is an important foundation in ensuring that companies are managed transpar-
ently, responsibly and efficiently. Good corporate governance is measured through indicators such as trans-
parency, the efficiency of the board of directors in making strategic decisions (board effectiveness), and the
protection of stakeholder rights (stakeholder rights protection) [4, 5, 6]. These three indicators are considered
important in creating a healthy business environment and supporting market stability, because well-managed
companies tend to increase investor confidence and encourage economic growth. In addition, Strategic Leader-
ship plays a key role in formulating a strategic vision that can direct an organization towards success. Strategic
leaders not only need the ability to make vision-based decisions (visionary decision-making), but also effec-
tiveness in managing innovation and change (innovation and change management) and showing accountability
in every decision taken (leadership accountability).

Economic Growth is a fundamental measure that is often used to assess economic success. In this
research, economic growth is measured through indicators such as the Gross Domestic Product (GDP) growth
rate, employment rate, and investment growth [7, 8, 9]. On the other hand, Market Stability (MS) measures
the extent to which the market can maintain stability from external shocks. This stability is assessed through
indicators such as the level of market volatility (market volatility index), the stability of foreign direct invest-
ment flows (foreign direct investment stability), and the stability of the inflation rate (inflation rate stability).
These indicators provide a more comprehensive picture of economic sustainability and a business environment
conducive to long-term growth [10, 11, 12].

Finally, Organizational Performance is used to evaluate the effectiveness of the strategy implemented
by the company. Organizational performance is measured through operational efficiency, revenue growth and
customer satisfaction levels. This research aims to evaluate how corporate governance and strategic leadership
influence economic growth, market stability and organizational performance directly and indirectly [13, 14].
By using the Structural Equation Modeling (SEM) method based on SmartPLS, this research not only pro-
vides empirical insights, but also practical contributions in supporting more effective and sustainable business
management strategies. This research aligns with SDG 8 by exploring how effective corporate governance and
strategic leadership contribute to sustainable economic growth and market stability.

2. LITERATURE REVIEW

2.1. Corporate Governance
To enhance the applicability of the findings in different regions or markets, it is important to consider

how local culture, legal frameworks, and societal values may affect the implementation and success of corporate
governance practices [15, 16, 17]. According to recent research, implementing good governance principles can
reduce the risk of corruption, increase operational efficiency, and strengthen company competitiveness. Trans-
parency in disclosing financial reports, the effectiveness of the board of directors in making strategic decisions,
and protecting shareholder rights are important elements in ensuring company sustainability. Therefore, this
research uses three main indicators in measuring corporate governance: transparency, board effectiveness, and
stakeholder rights protection [18].

2.2. Strategic Leadership
Strategic leadership contributes to shaping the company’s strategic direction and managing change in

a dynamic business environment [19, 20]. Recent studies show that leaders who have a long-term vision and are
able to manage innovation can improve organizational performance significantly. Leadership accountability is
also a key factor in creating company stability and building trust among stakeholders. In this research, strategic
leadership will be measured using three main indicators: visionary decision-making, innovation and change
management, and leadership accountability [21, 22].
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2.3. Economic Growth
Economic growth is an important indicator in assessing the success of economic policies and organiza-

tions [16, 23]. The GDP growth rate is used to describe overall economic performance, while the employment
rate shows the extent to which an organization can create economic opportunities. Investment growth is another
important element that indicates an organization’s ability to attract capital to support operational development
and innovation [24, 25].

2.4. Market Stability
To provide a more comprehensive view of market stability, it is important to consider factors such as

technological disruptions, regulatory changes, and geopolitical factors, which can all influence market dynam-
ics. The level of market volatility indicates the extent to which the market [26, 27]. The stability of foreign
direct investment flows reflects investor confidence in the market, while the stability of the inflation rate ensures
that economic conditions remain conducive to investment and consumption.

2.5. Organizational Performance
Organizational performance is the main indicator of successful strategy implementation [28, 29, 30].

Operational efficiency reflects the extent to which resources are utilized optimally to achieve goals, while rev-
enue growth measures an organizations ability to improve financial results. The level of customer satisfaction
describes the extent to which an organization meets market expectations and strengthens customer loyalty.

This research aims to integrate these variables into a SmartPLS-based structural model to understand
the direct and indirect relationships that influence economic growth, market stability and organizational perfor-
mance [31].

3. METHOD
This research uses a quantitative approach with methods Structural Equation Modeling (SEM) based

Partial Least Squares (PLS) [32, 33]. This approach was chosen because it is able to analyze direct and indirect
relationships between latent variables and complex indicators, even at a relatively small sample size. The
tool used in this analysis is software SmartPLS 4.0,which has the advantage of providing model visualization,
analysis using PLS-M Algorithm, and evaluation outer nor inner model. Election SmartPLS based on its ability
to handle data that is not normally distributed and the complexity of the model with a significant number of
variables [34, 35].

3.1. Research Hypothesis
Based on the literature review and conceptual model developed, this research tests the following hy-

pothesis:
• H1: Corporate Governance positive influence on Economic Growth.

• H2: Strategic Leadership positive influence on Economic Growth.

• H3: Corporate Governance positive influence on Market Stability.

• H4: Strategic Leadership positive influence on Market Stability.

• H5: Economic Growth positive influence on Organizational Performance.

• H6: Market Stability positive influence on Organizational Performance.

• H7: Strategic Leadership mediate the relationship between Corporate Governance And Economic Growth.

• H8: Economic Growth mediate the relationship between Corporate Governance And Organizational
Performance.
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3.2. Population and Sample
The population in this study are middle level managers to senior executives who have work experience

in the fields of corporate governance and strategic leadership. Sample determination was carried out using
random sampling techniques to ensure broad representation of the population. A sample of this size may have
limitations in capturing the diversity and complexity of governance practices across different industries and
regions. To address this limitation, we recommend expanding the sample size in future research to include a
larger and more diverse group of participants.

3.3. Research Instruments
The data collection tool used was a 1-5 Likert scale-based questionnaire, where 1 indicated ”strongly

disagree” and 5 indicated ”strongly agree” [36]. This questionnaire consists of 15 statements that reflect indi-
cators of five main variables, namely:

• Corporate Governance: Transparency, Board Effectiveness, Stakeholder Rights Protection.

• Strategic Leadership: Visionary Decision Making, Innovation and Change Management, Leadership
Accountability.

• Economic Growth: GDP Growth Rate, Employment Rate, Investment Growth.

• Market Stability: Market Volatility Index, Foreign Direct Investment Stability, Inflation Rate Stability.

• Organizational Performance: Operational Efficiency, Revenue Growth, Customer Satisfaction.

Table 1. Research Variables and Their Indicators
Variable Indicators
Corporate Governance CG1: Transparency, CG2: Board Effectiveness, CG3: Stake-

holder Rights Protection
Strategic Leadership SL1: Visionary Decision Making, SL2: Innovation and Change

Management, SL3: Leadership Accountability
Economic Growth EG1: GDP Growth Rate, EG2: Employment Rate, EG3: Invest-

ment Growth
Market Stability MS1: Market Volatility Index, MS2: Foreign Direct Investment

Stability, MS3: Inflation Rate Stability
Organizational Performance OP1: Operational Efficiency, OP2: Revenue Growth, OP3: Cus-

tomer Satisfaction

Table 1 presents the structure of research variables along with specific indicators used for model anal-
ysis Structural Equation Modeling (SEM) based SmartPLS [37]. To enhance clarity, Figure 1 has been updated
with more distinguishable arrows and better differentiation of the variables [38]. Additionally, the captions
for Tables 1 and 2 have been revised to include more detailed descriptions of each indicator and the relation-
ships they represent. Naming indicators such as CG1, SL1, and OP3 aims to provide unique identification
for each indicator in the latent variable [39]. These variables are designed to cover various key dimensions,
including governance transparency, innovation-based strategic leadership, economic and market stability, to
organizational performance, thereby providing a comprehensive understanding of the causal relationships in
the research model [40].

This instrument was developed based on adaptations from relevant previous research to ensure its
construct validity and reliability. The choice of the PLS-SEM technique and the SmartPLS 4.0 tool was made
because of its flexibility in handling complex research models and its ability to process abnormal data efficiently
[41].

This model in Figure 1 includes five main latent variables, viz Corporate Governance, Strategic Lead-
ership, Economic Growth, Market Stability, And Organizational Performance, which is measured through pre-
viously designed indicators [42]. The arrows in the diagram indicate the direction of the causal relationship
between latent variables, in accordance with the hypothesis that has been formulated [43].
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Figure 1. Structural Equation Modeling based SmartPLS

This model was analyzed in two main stages, namely measurement model analysis (outer model) and
structural model analysis (inner model) [44]. The first stage aims to evaluate the validity and reliability of the
indicators for the latent variables they represent. The second stage is used to test the relationship between latent
variables based on the path coefficient and R-square value which shows the predictive power of the model [45].

4. RESULTS AND DISCUSSION

4.1. Measurement Model Analysis (Outer Model)
Measurement model analysis is carried out to ensure that each indicator used is valid and reliable in

measuring latent variables. The following are the results of the measurement model evaluation:

1. Validity Test (Convergent Validity): Validity is measured through values factor loading each indicator
of the latent variable. Mark factor loading ideally >0.5 to be considered valid. However, some indicators
such as CG2 (-0.530) And SL2 (-0.942) has a negative value which indicates that the indicator does not
support its latent variable adequately [46].

2. Reliability Test (Composite Reliability): The reliability of latent variables is measured using Compos-
ite Reliability (CR). Composite reliability refers to the measure of internal consistency, indicating how
well the indicators align with each other. All variables that have a CR >0.7 can be considered reliable.
If the CR is low, then re-evaluation of the indicators used is needed.

3. Convergent Validity and Reliability Evaluation Results: Indicators like CG1 (0.795) And EG3 (0.726)
shows good validity with factor loading above 0.5, while CG2 And SL2 requires evaluation or deletion.

4.2. Measurement Model Analysis (Outer Model)
Structural model analysis was carried out to evaluate the relationship between latent variables in the

research model. Following are the results of the analysis:
4.2.1. Significance Test and Path Coefficients

The relationship between latent variables is tested using path coefficient values. The following table
presents the path coefficient values which indicate the direction and strength of the relationship between latent
variables:

a. Path Coefficient Analysis
Analysis path coefficient was carried out to evaluate the direct influence between latent variables in this research
model. The table below presents the path coefficient values for each relationship in the model:
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Table 2. Path Coefficients for Hypothesis Testing
Path Path Coefficient
CG → EG -0.102
CG → MS -0.265
SL → EG 0.285
SL → MS 0.149
EG → UP 0.089
MS → OP 0.195

Table 2 shows that Strategic Leadership has a significant positive influence on Economic Growth with
a path coefficient of 0.285. This reflects that strategic leadership can directly encourage economic growth [47].
On the contrary, Corporate Governance have a negative influence on Economic Growth (-0.102) and Market
Stability (-0.265), which indicates that corporate governance in this context may not be implemented optimally
[48].

These results also show that Market Stability have a stronger influence on Organizational Performance
(0.195) compared to Economic Growth (0.089). This confirms that market stability plays an important role in
improving overall organizational performance [49].

The results of path analysis show that this model supports some of the proposed hypotheses. Strategic
leadership is proven to have a positive contribution to economic growth and market stability, while corporate
governance shows a negative influence. This can be caused by the implementation of governance that is less
effective or not in accordance with the needs of the local context [50].

In addition, low influence Economic Growth to Organizational Performance suggests that other factors
such as innovation, organizational culture, or technology may have a greater role in determining organizational
performance. These findings indicate the need for further research by including additional relevant variables
[24].

4.3. R-Square Value

Table 3. Values R-square for the dependent variable
Dependent Variable R-Square
Economic Growth (EG) 0.089
Market Stability (MS) 0.089
Organizational Performance (OP) 0.102

These low R-square values imply that the variables included in the model are insufficient to fully ex-
plain the variations in the dependent variables. To address this limitation, recommend incorporating additional
variables that could provide a more comprehensive understanding of the relationships. This shows that the
model requires the addition of other variables to increase predictive power.

The results of the inner model analysis show that Strategic Leadership makes a significant positive
contribution to Economic Growth and Market Stability, while Corporate Governance shows a negative influ-
ence. Market Stability has a greater influence on Organizational Performance than Economic Growth, con-
firming the importance of market stability in supporting organizational performance. The results indicate that
incorporating additional variables could enhance the model’s predictive power.

4.3.1. Research Hypothesis Results
1. H1: Corporate Governance has a positive effect on Economic Growth. Results: Rejected. Path coeffi-

cient as big as -0.102 shows the negative influence between corporate governance and economic growth.
This indicates that the corporate governance implemented may not be in harmony with the local context
or needs and therefore does not make a positive contribution to economic growth.

2. H2: Strategic Leadership has a positive effect on Economic Growth. Results: Accepted. Path coefficient
as big as 0.285 shows a significant positive influence between strategic leadership and economic growth.
This confirms that effective strategic leaders can drive economic growth through visionary decision mak-
ing and innovation.
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3. H3: Corporate Governance has a positive effect on Market Stability. Results: Rejected. Path coefficient
as big as -0.265 shows a significant negative influence between corporate governance and market stability.
Most likely, governance is ineffective or inadequately suited to market needs in the research area.

4. H4: Strategic Leadership has a positive effect on Market Stability. Results: Accepted. Path coefficient as
big as 0.149 shows a positive although weak influence between strategic leadership and market stability,
confirming that strategic leadership can create a more stable market environment.

5. H5: Economic Growth has a positive effect on Organizational Performance. Results: Accepted. Path
coefficient as big as 0.089 shows that economic growth has a positive but relatively small influence
on organizational performance. This indicates that economic growth may not be the main factor in
improving organizational performance.

H6: Market Stability has a positive effect on Organizational Performance.
Results: Accepted. Path coefficient as big as 0.195 shows that market stability has a more significant
influence on organizational performance compared to economic growth. This shows the importance of
creating market stability to improve organizational performance.

6. H7: Strategic Leadership mediates the relationship between Corporate Governance and Economic Growth.
Results: Partially supported. The positive influence of Strategic Leadership on Economic Growth shows
the potential role of mediation. However, further evaluation of the mediating pathways is needed to
verify the significance of this influence.

7. H8: Economic Growth mediates the relationship between Corporate Governance and Organizational Per-
formance. Results: Partially supported. The positive influence of Economic Growth on Organizational
Performance shows the potential for mediation, although the contribution is relatively small.

Most of the hypotheses involve Strategic Leadership accepted, confirming the important role of strate-
gic leadership in driving economic growth and market stability. However, influence Corporate Governance
which is negative for other variables indicates that there are challenges in implementing corporate governance
that need further research.

5. MANAGERIAL IMPLICATIONS
This study highlights the critical role of strategic leadership in driving economic growth and market

stability, emphasizing that managers should prioritize visionary decision-making, innovation management, and
leadership accountability. Organizations should invest in developing leadership capabilities that foster long-
term strategic thinking and adaptability to dynamic market conditions. By doing so, they can enhance their
contribution to sustainable economic development and create a more stable market environment that supports
organizational performance.

On the other hand, the negative impact of corporate governance on economic growth and market
stability suggests the need for managers to critically evaluate and improve governance practices within their
organizations. It is essential to address inefficiencies, lack of transparency, and misalignment with local market
dynamics to make governance more effective and supportive of growth objectives. Managers should tailor
governance frameworks to better fit the organizational context, ensuring that stakeholder rights are protected
while streamlining decision-making processes to foster a healthy business environment conducive to market
stability.

6. CONCLUSION
This research explores the relationship between Corporate Governance, Strategic Leadership, Eco-

nomic Growth, Market Stability, And Organizational Performance by using the method Structural Equation
Modeling (SEM) based SmartPLS. The findings show that Strategic Leadership has a significant positive influ-
ence on Economic Growth And Market Stability, temporary Corporate Governance shows a negative influence
on these two variables. Besides that, Market Stability has a stronger influence on Organizational Performance
compared to Economic Growth, confirms the role of market stability in supporting organizational performance.
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However, the low R-square values for the dependent variables indicates that this model only explains a small
part of the variability in the dependent variable. These results indicate the need for further

Research to include other variables, such as technological innovation, government regulation, or or-
ganizational culture, to increase the predictive power of the model. This also highlights the importance of local
context in the implementation of corporate governance to achieve optimal results.

As a next step, research could be expanded by adopting a longitudinal approach to observe changes
in relationships between variables over time. Additionally, cross-sector and cross-country studies can provide
a more comprehensive understanding of how these factors influence economic growth, market stability, and
organizational performance in various economic and cultural contexts. This approach is expected to make a
significant contribution to literature and practice in the field of corporate governance and strategic leadership.
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