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Abstract: Integration across management functions is a kind of an interaction that facilitates the
coordination of various management function activities so that they can cooperate effectively and efficiently
to reach the company’s goals. The cross-function integration brings positive impacts to the company if it is
supported by the top management, the organizational culture, and the strong teamwork to reach the
company performance.

This research has two main purposes. The first aim is to investigate whether the management commitment
can bring impact to the forming of orgaizational culture and good teamwork in building the management
function integration. The second aim is to investigate whether the cross-functional integration brings a
positive impact to the company performance.

The questionnaires are distributed among a manufacturing companies in East Java Indonesia. The data are
processed with PLS. The result shows that there is a positive influence between the management
commitment and the organizational culture formation. There is also a positive influence between the
management commitment and the effective teamwork formation. Finally, it gives an impact to the company
performance.

Key words: Management commitment, organization culture, ERP system and business performance.

1. lnwduction

The global market has changed the paradigm of many business leaders to conduct their management in
producing manufacturing goods in order to maximize the profit. The globalization creates competitions
among companies from the same region to different countries. Nowadays, the companies are thrived to
build networks with other companies to collaborate in creating mutual benefits. Most companies
implement a supply chain management system to integrate information technology within the internal
company to improve the communication speed. In companies that do not integrate their information
technology system, each management function, such as marketing, production, purchasing, quality control,
and accounting, use different information systems which store and collect information solely for the sake of
each business function [1].

A cross-function integration is a form of relationship that facilitates the coordination among various
management functions so that they can cooperate together to reach the company’s goals efficiently and
effectively. This integration is not only limited to the internal management functions but also to other
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different companies that are connected by the supply chain management [Z]. This cross-function
integration also brings many positive impacts to the company, yet the process of this integration is not easy.
Even after setting up the integration, many companies are not performing as expected. Kocoglu et al. [3]
States that the head of the supply chain management needs total supports from all functional managers in
order to manage the integrating process. The same article also reveals that all managers need to consider
the supply chain management performance as a supply chain integration that focuses on the relation
between the company and the supply chain members like suppliers and customers.

A research by Flynn et al. [4] in manufacturing industries in China finds out that the internal integration
and the external integration, especially with the consumers, have a significant positive impact to the
operational performance. A research by Al-Gahtani et al. [5] finds a strong influence between the national
culture and the usage of information system technology. Another research shows that there are only several
aspects of the national culture which have a strong influence to the integration of the information system
|6]. However, the result from a research by Sornes et al. [7] in fact shows no influence from the national
c@re to the usage of information system.

An organization needs to coordinate different procedures and business conducts exposed by various
management functions and departments and synchronize them in a system where sharing knowledge is
mandatory by the organization [8]. A research by Choo et al. [9] confirms a significant influence from an
organizational culture that is related to information, such as sharing, proactive, informality, and
transparency, to the usage of the information system and the result of the integrated usage. The
commitment of the top management has formed the organizational culture that has been adopted by the
project team to integrate cross-function management so that the integration can improve the organizational
performance which is reflected through the performance of the supply chain management.

The main focus of this research is to investigate how a company manages to build and synchronize its
function across various departments. This synchronization will become the company's culture which
integrates various data from different departments into ERP system. In East Java, Indonesia, many
companies still rely on their departmental goals, not the organization as the whole integrated goals. The
companies are reluctant to switch from the manual system into the ERP system totally, because they are
operating these two systems simultaneously. When the companies manage to integrate the data from all
management functions, the data will be more accurate for the top management to make business decisions,

and the company’s performance will improve.

2. Theoritical Background
2.1. Supply Chain Managment

Supply chain management (SCM) is an organizing and controlling of a company’s supply chain, in which
the supply chain is the whole network of the company or organization which produces good or services to
the end consumers. SCM focuses on the relationship between a company with the network of consumers
and suppliers. It means the activities of the company cover a wide range from the consumers to the
suppliers. SCM is a system of organization, human resources, technology, work activities, and information
about material movements from the suppliers to consumers [10]. SCM is also a system that is designed to
integrate and relate suppliers to consumers. According to Fawcett et al. [11], a good supply chain
performance is marked by a unique product and service, a fast R&D cycle, good quality, competitive costs, a
shorter ordering cycle, a flexible customer service, a good delivery performance, good asset management,
good cash flows, and a good relationship in the supply chain. Eriksson [12] states that a company needs to
consider any supply chain problems in order to support the corporate strategies through its integration.
The implementation of supply chain integration has to be able to synchronize the activities and technology
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used by the company which covers the management functions on the right time with the right human power.
All companies that have implemented SCM must automatically have implemented cross-function
integration because SCM requires the usage of the integrated information technology.

2.2. Commitment Management

The commitment given by the top management to a business system is in terms of support and attention
to the process, such as providing time to help handle on-going problems. The commitment can also be the
allocation of resources needed to run the system, such as human resources, funding, autonomy, authority,
training, facilities, and policies. The commitment is also very important to the cross-function integration
because the top management can shape the perception, dedication, and self-empowerment from the project
team. The top management needs to provig a vast range of information and knowledge about main issues
for each level of the integration process. A research by Lee et al. [13] reveals that the top management
commitment can increase the effectiveness on sharing knowledge within an organization so that it will ease
the implementation of the cross-function integration. Perera and Jayasunandra (2013) [14] mention that
the top management commitment can be measured by the availability of adequate resources, the existence
of managerial control, and the credibility and trust given by the management.

2.3. Organizational Culture

Culture is a collective program that exists inside human mind and differentiates a group of men with
other groups [15]. Meanwhile, an organizational culture is a culture that are shaped by several factors, such
as country of origins, types of industries, types of duties in any organization, man power in the organization,
and the existing information technology. This culture affects how people work in the organization [11]. The
organizational culture can become an instrument to increase the business performance by providing the
competitive advantage to win the competition. Besides, the organizational culture can also be used to
control and organize the attitude of employees [16]. This research is following the theory of Detert et al. [17]
who have established the values in evaluating the influence of the organizational culture to the employees,
including the key users, in supporting the ERP implementation successfully: the culture based on
accountability and rationality, the culture that motivates, the culture based on work oriented, and the
culture that focuses on the company. A research by Lee et al. [13] describe that the organizational culture
can help understand the company business process and share knowledge among departments so that the
implementation of the technology can run more effectively.

2.4. Cross-Functional Integration and ERP System

Cross-functional integration is one type of integration that connects managerial functions within a supply
chain. A cross-function integration creates a relationship to facilitate coordination among activities from
various management functions so that they can cooperate effectively to reach the objectives of the company
or the supply chain. This cross-function integration can connect not only the internal functions or
departments, but also among different companies to create supply chains that are integrated, responsive,
efficient, and well managed. Olivia and Watson [18] states that the cross-function integration may provoke
conflicts among various departments; therefore clear standard operating procedures are needed.

Flynn et al. [4] proposes several variables that can be used to measure the internal integration within the
supply chains. Those variables can be classified into four main categories, such as the availability of
integrated data, the existence of regular meetings among departments, the availability of real-time
connection among departments, and the existence of real-time logistic/inventory search engine. These four
indicators are used in this research to measure cross-function integration variables.

Narimani et al. [19] say that ERP is a system that integrates business functions internally to provide
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information to increase the business performance. One of the values in implementing cross-function
integration or ERP is always related to the financial performance of the company if it is implemented
effectively [20]. According to Zhang and Okorafo [21] supply chain integrations are systems that provide an
infrastructure to integrate the business process in a company with the aim to reduce costs and to increase
quality, especially through accurate and fast information about the business. The integrated data under the
ERP system will help the top management make business decisions. The indicators for this research on ERP
implementation are user’'s satisfaction, quality information, reporting data software sustainability, and
system quality [31].

2.5. Business Performance

A business performance is the accomplishment of one business process or task to reach the company’s
objectives that is measured by the existing standard. A research conducted by Baske and Seuring [22]
reveals that the company performance obtained from a supply chain can sustain the company. Mostly, the
performance is the working result that becomes the competitive advantage of a company to compete with
other companies. A research by Mathivathanan et al. [23] identify several elements for the company
performance, among others are company profitability, company flexibility, customer satisfaction, and
employee satisfaction. Karabulut [24] conducts a research on manufacturing companies in Turkey using
Balanced Scorecard to measure the performance and uses the criteria as follows: the company financial
performance, the customer satisfaction performance, the internal process performance, and the learning
and growth performance.

2.6. Hypothesis

Based on theoritical there are several hypothesis constructed as follows:

H1: the top management commitment influences the cross functional integration.
H2: the top management commitment influences the organizational culture.

H3: the top management commitment influences the ERP system.

H4: the cross functional integration influences the organizational culture.

H5: the current organizational culture affects the ERP system.

Heé: the ERP system affects the company performance.

H7: the current organizational culture affects the company performance.

3. Research Metodology

This study is examining the effect of one variable to another variable for hypothesis test which is called
causal research [25]. This is a quantitative research with the primary data collected by distributing
questionnaires directly to the manufacturing companies in East Java Indonesia. The population for this
research is companies that are registered in the East Java IndLmial Department and have implemented the
ERP system for at least one year. To obtain the 67 companies, this research is using the purposive sampling
method. From the 110 questionnaires distributed, there are only 98 returned questionnaires, with only 94
valid questionnaires (the response rate of 85.45). The measuring scale is using the Likert scale, with the
intervals from one to five. This remrch uses numerical data to illustrate the realitw the relationship
among existing variables. For the data analysis method, this research is using SEM (Structural Equation
Modeling) based on PLS (Partial Least Square), with the help of a software Smart PLS [26].

4. Finding and Discussion

The respondents of this research are employees of manufacturing companies that have a certain role
related to the implementation of cross-function integrations summarized by ERP (Enterprise Resource
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Planning) and have an authority in the business change process. The selected respondents are from various
departments which are related to running and changing the ERP systems in manufacturing companies, such
as from the accounting department who perform the CO module, the finance department with the FI
module, the production and planning department who are in charge of carrying out the PO module, and
several other departments that are related to the integration of cross-function departments within the
company. From 100 returned questionnaires, there are 94 questionnaires that can be further processed
with a response rate of 94 %. To test the hypothesis and generate an appropriate model, PLS is used to
analyze the data with the calculation process assisted by Smart PLS software. Testing the outer model for
this research, the indicators from variables can be considered as the variable measuring instrument.

X3 _l_ b < | .‘2. | | x33 |
0. 7.J3 0 qu D.?En’i 0868
- 0. 8&'2/ 0,635 0.206 Perform = 0.786 w52,
e 0.807
“-‘.\. L

0.463

= 0520
0712
0403\
o 0 0175
B8 DTBU/ 0.7.2-1 \IJTI34 i
& h 4 '}
‘ X4, H X42. || X43. || %44 H X45 ‘

Fig 1. The result of the research model.

Table 1. The Inner Weight

original sample mean of sub Standard
estimate samples deviation T-Statistic

Culture -= Perform 0.206 0.205 0.082 2.049
ERP-> Perform 0.529 0.561 0.160 3.307
Top -> Culture 0.206 0.203 0.077 2.682
Cross -> Culture 0.625 0.619 0.060 10.500
Culture-> ERP 0.648 0.642 0.091 7.080
Top -> ERP 0.175 0.188 0.095 1.851
Top -> Cross 0.463 0.472 0.077 6.049

Based on the results of the data processing in Table 1., it is found that the first hypothesis is accepted with
the result of the top management commitment has a positive and significant influence on cross functional
integration as. 463 with the t-statistic value 6.049 (t-statistic > 1.96; significant a = 0.05). This research
shows that the top management commitment, built by the leader credibility with the loading factor of 0.866,
and the trust with the loading factor of 0.751, are able to increase the cross functional integration. This
cross functional integration synchronizes various data, so that the connected data are useful for the top
management to make decision promptly. This research support a research by Lambert et al. [27] that states
the ﬂ:urate managerial decision making needs a support from the cross functional integration. Joshi [28]
also states that the commitment of the top management and the competence of the work tm decide the
good performance of the cross functional integration in any company. However, the result of this research is
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different from the research by Akintoye et al. [29] in a construction industry in England which shows no
correlation between the commitment of the top management and the cross functional integration.

The second result of the top management commitment has a positive and significant the organizational
culture as .206 with the t-statistic value of 2.682 (t-statistic > 1.96; significant o = 0.05). The top
management commitment, built through credibility and trust, to the ERP implementation key users can
create awareness about the ERP system and can benefit the company as the ERP system can be
implemented entirely in the company. The result supports Mashari et al. [30] that states the top
management commitment can give beneficial impacts to the cultural and structural changes in the
organization. This study also supports the Zang et al. [31], who suggest that an organizational culture, in
this case employee professionalism to their duty and responsibility, brings positive influence because it can
speed up the ERP implementation process.

The third hypothesis is accepted as the top management commitment has a positive but no signfiicant
impact to ERP systems at .175 with the t-statistic value of 1.851 (t-statistic < 1.96; significant a = 0.1). The
credibility and trust from the top management to the key users, however, cannot support the
implementation of ERP, because the ERP system needs direct activities among departments. Besides, the
credibility and trust are values, not practical activities. This research supported Turkulainen [32] who finds
if the system is only at the manufacturing level, it will not significantly influence the company's cross
function integration.

The fourth hypothesis can be accepted as the compaa"s cross function integration brings a positive and
significant impact to the organizational culture as .625 with the t-statistic value of 10.500 (t-statistic > 1.96;
significant o = 0.05). The function of across departmental integrations brings impacts to a company in
terms of mutual understanding and communication to form collaborations among departments which will
become the unique organizational culture in a manufacturing industry.

The fifth hypothescan be accepted the current organizational culture has a positive and ”ﬂniﬁcant the
ERP systems as .648 with the t-statistic value of 7.080 (t-statistic > 1.96; significant a = 0.05). This research
is in accordance to the research by Park et al. [33avhich states the sharing knowledge will increase the
understanding and usage of ERP comprehensively. This research also supports the research by Zang et al.
[31] which reveals the positive correlation between the proper data input as a good organizational culture
gld the implementation process of the ERP system. This research is supported Jones et al. [34] who states
that the organizational culture brings a positive impact to the ERP teamwork in sharing knowledge.

The sixth hypothesis can be accepted the ERP system affects the company performance at .529 with the
t-statistic value of 3.307 (t-statistic > 1.96; significant a = 0.05). This result supports the research of Calisir
and Calisir [35] on 24 companies that shows the increasing company performance due to the ERP system in
providing quick and accurate information. This research is also supporting Sun et al. [16] who cam the
ERP systems in reducing the operational costs. A research by Amoako and Gyampah [36] reveals that the
ERP system surrenders a positive significant impact to the performance in serving the customers. However,
this different from a research by Bradford and Florin [37] that state a negative impact of ERP technology to
the organizational performance due to the limited interconnection and validity of the software.

The seventh hypothesis can be accepted as the current organizational culture affects the company
performance at.206 with the t-statistic value of 2.049 (t-statistic > 1.96; significant a = 0.05). This research
is in accordance to Gunasekaran et al. [38] that states information system can directly influence the
performance of supply chain (PSC). This research is in accordance to Jones et al. [34] who claim sharing
knowledge enabling to increase the company performance through the corporate culture. This research also
supports Wang et al. [39] who state learning commitment in a company surrendering a positive impact to
the work commitment so that increasing the performance. The future research is comparing the test of the
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difference in the implementation of pre and post ERP in a company. It also observes the dual systems

(manual and ERP system side by side) during the implementation stage of the company. It takes time and

strong work ethic in building cross functional to make a habitual activity for the employees so it needs

thorough investigations.

S.donclusion

Based on Be results of the data processing and analysis, there are several conclusions as follows:

1) The commitment of the top management is able to form cross functional integrations in
manufacturing companies in East Java
2) The commitment top management of the organization is able to build a good organizational culture
for manufacturing companies in East Java.
3) The commitment of the top management is not able to form ERP systems in manufacturing
companies in East Java
4) The cross functional integration is able to influences the organizational culture in manufacturing
companies in East Java
5) The current organizational culture affects the ERP system in manufacturing companies in East Java.
6) The ERP systems implemented by the manufacturing companies in East Java are able to improve the
financial performance.
7) The organizational culture is able to implement cross-function integrations that bring impacts on the
company financial performance.
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