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Abstract. The company's performance must be continuously improved to 

be able to face the increasingly fierce global competition. The improvement 

of the company's performance can be made by implementing supply chain 

practices. The implementation of supply chain practice is a policy set by 

the company's top management by making the system integrated. 

Integration of all functions, internally and externally, is done by using 

integrated information technology. This study takes data from companies in 

East Java, engaged in machinery that has a workforce of more than 100 

people - categorized as medium and large companies. Respondents were set 

on employees with a minimum of 2 yr of working experience and a middle 

manager position. There were 55 respondents in this study, with data 

analysis using partial least square (PLS) to test the research hypothesis. The 

result of the data processing found that the commitment of top management 

affects the supply chain practices and the use of information technology. 

This is because the management has shown its commitment by providing 

the necessary human resources. The top management commitment directly 

influences the company's operational performance. The use of information 

technology directly affects supply chain practices and the company's 

operational performance. Supply chain practices affect the company's 

operational performance. This is because the company has carried out the 

process of information sharing with the company's suppliers to control and 

facilitate the procurement of quality raw materials. 
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1  Introduction  

In Indonesia, productivity is the main key in improving operational performance to become 

more efficient and have more competitive values. In addition to productivity, the low cost 

inputs used can also enable a country to compete. The low labor cost has become a factor 

that often used by a country to have operational performance. Operational performance is 

based on the thought that an organisation is a group of productive assets, including human, 

physical resources, and capital, which aims to achieve common goals. The concept states 

that these assets will only survive in the organisation as long as these assests are satisfied 

with the value they are performing that related to the organisation's internal work such as 

productivity, the quality of the product, and customer satisfaction. Consequently, the core 

of the performance is the creation of a value [1].  

The practice of supply chain management has an impact on the company’s operational 

performance [2]. This is achieved through the effective cost required in carrying out a series 

of supply chain management activities with contributions from the suppliers. The 

implementation of supply chain management practices can also have an impact on a 

company’s operational performance, both manufacturing and services. Supply chain 

management practices can improve relationships between companies and suppliers and 

customers [3]. This can increase customer satisfaction so that it can improve the company’s 

operational performance. The supply chain management practices have a direct impact on 

operational performance [4]. Supply chain management practices are one of the highest 

priorities for top management in companies looking for solutions to improve their 

operational performance [5]. Information technology (IT) now plays a role in innovation 

and development and helps companies to provide better services to the customers so as to 

improve their operational performance. The use of information technology is important to 

be developed and updated continuously. The research explains that information technology 

can provide operational performance for companies on an ongoing basis [6]. The use of 

information technology has a significant impact on product quality that is able to provide 

operational performance for the company [7]. The use of information technology to create 

good operational performance in relation to logistics [8]. Investment in information 

technology and its use for efficient supply chain management practices should be 

implemented in the company [9]. Supports the statement by stating that information sharing 

using information technology can improve the performance of supply chain management 

practices [10]. Using information effectively and efficiently in accordance with what has 

been supported by the use of information technology. 

Supply chain management practices can only be successfully implemented and 

developed in companies with the support and commitment of the company's top 

management [11]. The commitment of top management has a significant relationship with 

the ongoing process of supply chain management activities [12]. The success of supply 

chain management practices, commitment from top management also affects the use of 

information technology in the company. Strategic information systems planning in 

organizations, top management must dedicate themselves with adequate resources, control, 

and support [13]. Companies can build internal integration by integrating departments 

within the company and are also capable of external integration [14]. Reveals that company 

performances can be improved by providing SCM practice and implementing information 

technology [15].  

The long period of time will potentially result in late product completion being late. 

This condition requires the company to use information technology that is integrated 

between one function to another. Information technology is used in order to quickly control 

all the materials in the warehouse and know the procurement of materials made by the 
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procurement department, and to be able to estimate the arrival time of materials and 

material processes in the company's production department. Information technology used in 

companies strongly supports supply chain practices in performing collaboration and 

communication and coordination with internal and external parties of the company. The use 

of existing information technology helps company leaders and all staff in making decisions 

in accordance with the work area under their scope. The study has three broad research 

objectives, namely testing the effect of top management commitment on the use of 

information technology, supply chain practice, and operational performance. Second, 

testing the effect of information technology implementation on supply chain practice and 

operational performance, and finally testing the effect of supply chain practice on 

operational performance. 

2 Background theory  

Supply chain management includes coordination and collaboration with related partners, 

which can be suppliers, intermediaries, third parties as service providers, and customers, or 

consumers. Basically, supply chain management integrates supply and demand 

arrangements within or between companies [16]. Supply chain management is a collection 

of approaches to integrating raw material suppliers, manufacturing companies, warehouses, 

and shops or sellers so that goods can be produced and distributed with the right amount, 

location, and time. 

2.1 Supply chain practice  

Supply chain management in companies acts as a tool for companies to improve their 

performance and maintain their level of competition against their competitors. Supply chain 

management practice is defined as a collection of activities carried out within an 

organisation in increasing the effectiveness in supply chain activities [17]. Supply chain 

management practice is a multidimensional concept in which dimensions of supply chain 

management practice are Strategic supplier partnership, Customer relationship, level of 

information sharing, quality of information sharing, and postponement. The company's 

management commitment influences the implementation of better supply chain 

management practices in Chinese companies, with 245 questionnaires out of 500 

questionnaires distributed using Lisreal. Management commitment to the company has an 

increasing impact on the implementation of supply chain practices by integrating the 

company’s internal and external data. External integration with companies related to the 

company’s suppliers and customers [18]. USA manufacturing companies states that SCM 

practice is able to provide an improvement in the company's operational performance [19]. 

This explains that SCM company practices along with information sharing, long term 

relationships, advanced planning systems and supply network structure are capable to 

provide accurate product delivery, the company's product quality which is better than its 

competitors, the company's costs of production which are lower than its competitors and the 

company's profits which are better than its competitors. 

2.2 Information technology implementation 

Information can be defined as a set of structured data that can be communicated through 

various means, such as in verbal, in writing, or in visual using various communication 

media. Information can also be interpreted as data that is processed in such a way that it can 

be useful for its users and assist them in the decision making process, both short-term and 
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long-term decisions. The information has three main aspects, which are accuracy, timely, 

and relevant. Information, which will be used in the decision-making process, must be 

error-free because interference is likely to occur in the information reaching the recipient 

that can change or damage the information. Successful implementation of information 

technology as a support for supply chain management depends on the support of top 

management and the overall organisational structure. The indicators used for information 

technology systems are data integration between departments, information technology 

software that is used as needed, information technology hardware that is used as needed, 

and the quality of information the company can rely on. Top management commitment has 

an influence on internal information systems related to information timelines, information 

gathering, and information integration on 200 chief financial officers or chief accounting 

officers of the best companies in Australia using linear regression [20]. Information and 

communication technology at companies with levels of information qualification, 

information timeline, information availability, internal and external communication, and 

lastly information flow is carried out with the commitment of the company management of 

the Iranian financial institution registered with the Central Bank in Iran with as many as 84 

questionnaires using the PLS Analysis [21]. 

 The information technology used by electronic companies in Malaysia by sharing 

information with external parties will provide an increase in supply chain management 

practices in building coordination with suppliers, which called supplier relationship 

management and with external parties called customer relationship management. The 

information technology used by the company and shared with the company’s internal 

parties and related departments; and external companies such as suppliers and customers of 

the company can improve the company performance, especially in improving the 

coordination and collaboration with suppliers and customers and increasing sales at 100 

electronics companies in Malaysia - 600 questionnaires were distributed [22]. 

2.3 Top management commitment 

Top management commitment in supply chain management has become important as it is 

one of the important conditions for the successful implementation of supply chain 

management. Top management facilitates the empowerment of the employees and the 

increased job satisfaction through leadership in order to achieve the goal, which is customer 

satisfaction. The top management always strives in the implementation of the Supply Chain 

Management system in the company by taking responsibility and authority in implementing 

an effective SCM system. Top management of the company ensures that policy making and 

targeting are adjusted to the internal and external conditions of the company.  

 The top management of the company ensures that there is integration between business 

processes within the company with external and internal parties of the company. The 

integration is built in the intention to provide an efficient and effective flow of supply chain 

management processes. The company's management also ensures that the resources needed 

in implementing supply chain management are available in accordance with the 

requirements. The management builds good communication and coordinates and 

collaborates with the parties involved in developing the supply chain management system 

within the company. The company's internal conditions must be controllable by the 

management in order to involve and empower all components in the company to contribute 

to improving company performance by carrying out supply chain management practically. 

 Company organisations under the leadership of the top management should provide 

people competent in effectively and efficiently carrying out company operations, and 

controlling the company's operations on an ongoing basis [23]. Good commitment of the 

management will be able to implement supply chain management to carry out supply chain 
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practices, develop supply chain management systems and increase the effectiveness of 

supply chain management flows. The acceleration of the implementation and development 

of supply chain management needs an integrated information technology within the 

company. Indicators used to measure the variable of the commitment of top management 

are: conducting good communication, setting company goals, providing the necessary 

human resources, providing the necessary financial resources, and carrying out adequate 

operational control [24]. The same research also states that the support of the company's top 

management is closely correlated with project performance, and has an impact on the 

performance of information technology projects [23]. Research conducted by Alfalla-Luque 

et al., [25] on 262 large manufacturing companies, states that commitment from employees 

and company leaders will improve company performance [4]. 

2.4  Operational performance  

Performance is an expression of ability based on knowledge, attitudes, and motivation in 

producing a job. This explains that performance is a record of the working result in a 

certain period of time, which is obtained from measuring the quantity and quality of an 

organisation [26]. Performance is the result of the quality and quantity of work achieved by 

employees of an organisation in carrying out their duties according to their responsibilities 

given by the organization [27]. The internal work of the organisation, such as productivity, 

product quality, and customer satisfaction [1]. Operational performance is also connected to 

the development and innovation within the organisation that can support the organisation's 

financial performance in the future. The operational performance allows manufacturing / 

production lines to be competitive in producing products [28]. Operational performance are 

measured by product quality, on time product delivery, product cost, flexibility in the 

number of products, and flexibility in product variations [29]. The operational performance 

is performance in product quality, product delivery accuracy, product delivery reliability, 

and operational cost [14]. 

2.5  Conceptual framework and research hypothesis 

The commitment of the company's top management on an ongoing basis is capable of 

providing financial support, resource support for companies that use information 

technology. The information technology used by the company allows them to build internal 

integration so that there is data integration between functions within the company, and 

external integration of the company so that suppliers and customers can get accurate 

information about the company's needs and planning. Information technology built by the 

company is expected to be competent in providing information to outside parties so that the 

supply chain management practice can be carried out properly. This condition is obtained 

by quickly knowing the information inside the company so that the company is able to 

develop supplier relationship management and customer relationship management. The 

overall condition of this system is able to provide company performance. Based on the 

explanation above, it can be determined by the following research hypothesis: 

H1 :  The commitment of the top management influences the use of information technology 

in manufacturing companies. 

H2 : The commitment of the top management influences the implementation of supply 

chain practices in companies. 

H3 : The commitment of the top management influences the performance of manufacturing 

companies. 

H4 : The use of information technology influences the supply chain practice in East Java 

manufacturing companies. 
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H5 :  The use of information technology influences the company performance of East Java 

manufacturing companies. 

H6 :  Supply chain practice influences the company performance of East Java 

manufacturing companies. 

 

3 Research methodology 

Explanatory is a research that aims to analyze the relationships between one variable with 

another variable in which explanatory is a causal relationship. The unit of analysis for 

companies with the population is taken from manufacturing companies in the East Java 

region. In East Java, there are 104 manufacturing companies with employees of more than 

100 manufacturing companies based on the data information on the East Java Central 

Statistics Agency website. The sampling technique in this study uses a non-probability 

sampling method called judgement sampling. Judgment sampling is a method of sampling 

by taking samples from the population based on criteria in the form with a particular 

consideration. Research respondents are the company’s employees with a minimum of two 

years of working experience in that company, so that it allows them to have an 

understanding and experience of the company where they work.  

The data collection used a Likert scale approach, where the answers are given between 

1 (strongly disagree) to 5 (strongly agree) through the distribution of the questionnaires. 

The data analysis methods used by the researcher to test the hypothesis provided are the 

Structural Equation Modeling technique, which is abbreviated to SEM. In addition to that 

are the Partial Least Square (PLS) program and SmartPLS software. 

4 Research analysis and discussion 

The description of the respondents based on the departments of 55 companies that were 

sampled in this study is listed in the Marketing department as many as 17 respondents, with 

a percentage of 31 %. This happens because the Marketing department is the main line in 

the company that starts a sequence of supply chain management. The marketing department 

is a department that receives orders from customers and then forwards the order to the 

subsequent departments involved in the process of making the product or service ordered. 

The second place is the Purchasing department: 15 respondents with a percentage of 27 %. 

This happens because the Purchasing department is a department that is vital in a series of 

supply chain management activities since it purchases the items needed to produce orders 

desired by the customer. Next is the Production department: 11 respondents with a 

percentage of 20 %. The Production department is the third highest department, where 

respondents in this study work. This happens because the Production department is the 

midpoint of a series of supply chain management activities. The Production Department is a 

place where all raw materials from suppliers are processed to be products that are ready to 

be shipped to customers. The fourth place is the Warehouse department with eight 

respondents with a percentage of 15 %. The Warehouse Department is directly responsible 

for the stock of goods in supply chain management activities, both raw materials, semi-

finished goods, or finished goods, so that their quantity and availability are controlled. In 

the last place are the Production Planning and Inventory Control (PPIC) department, with a 

total of four respondents with a percentage of 7 %. The PPIC department is a department 

responsible for production planning and stock availability to ensure the production process 

can run smoothly. This description shows that the respondents in this study were 
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respondents from key departments in a series of supply chain management activities within 

a company. 

 Respondents who filled out the questionnaires in this study were dominated by those 

who have worked for the company for more than 10 yr, as many as 22 people with a 

percentage of 40 %. The second place of respondents who filled out the questionnaires in 

this study is those who have worked for the company between 5 yr ≤ 10 yr, as many as 16 

people with a percentage of 29 %. The third place of respondents who filled out the 

questionnaires in this study is those who have worked for the company between 3 yr ≤ 5 yr, 

as many as 12 people with a percentage of 22 %. The fourth place of respondents who filled 

out the questionnaires in this study is those who have worked for the company between 2 yr 

≤ 3 yr, as many as five people with a percentage of 9 %. This description shows that 

respondents in this study have worked long enough to have an understanding of work 

processes in the company where they work. 

 Testing of the compatibility of the model through validity testing of the PLS was carried 

out using the goodness of fit outer model and inner model evaluation generated by the 

SmartPLS program. The measurement model or outer model is evaluated by convergent 

validity and composite reliability for the indicator block. Outer models are often referred to 

as outer relations or measurement models indicated by the value of the outer loading. 

Information technology application is measured using four indicators. The first indicator is 

data integration between departments that have gone well (IT1) with a factor weight of 

0.756. The second indicator is information technology software that is used as needed (IT2) 

with a factor weight of 0.847. The third indicator is information technology hardware that is 

used as needed (IT3) with a factor weight of 0.842. The fourth indicator is the quality of 

information the company can rely on (IT4) with a factor weight of 0.802. The results of the 

loading factor from the four indicators on the variable of information technology 

application show the results of the correlation of indicators with their variables that meet 

the requirements of convergent validity. This is because all the loading factors of the 

indicators exceed 0.5. 

 Operational performance variables are measured using four indicators. The first 

indicator is the company's product quality is on demand (OP1) with a factor weight of 

0.816. The second indicator is the accuracy of the order delivered for corporate customers 

(OP2) with a factor weight of 0.757. The third indicator is the flexibility of the schedule of 

the product delivery (OP3) with a factor weight of 0.807. The fourth indicator is the 

variation of the company's products according to customer needs (OP4) with a factor 

weight of 0.753. The results of loading factors from the four indicators on operational 

performance variables show that the results of the correlation of the indicator with their 

variables meet the requirements of convergent validity because all loading factors of the 

indicators exceed 0.5. 

 The variables of the supply chain practices are measured using six indicators. The first 

indicator is the company builds a partnership with suppliers (SCP1) with a factor weight of 

0.714. The second indicator is an information sharing with company suppliers (SCP2) with 

a factor weight of 0.833. The third indicator is the accuracy of the information that is easily 

obtained (SCP3) with a factor weight of 0.711. The fourth indicator is the completeness of 

the information that is sufficient (SCP4) with a factor weight of 0.676. The fifth indicator is 

the on time delivery in sending raw materials to the company (SCP5) with a factor weight 

of 0.803. The sixth indicator is the fulfillment of goods from suppliers according to 

company demand (SCP6) with a factor weight of 0.825. The results of loading factors from 

the six indicators on the supply chain practices variable show that the results of the 

correlation of indicators with the variables meet the requirements of convergent validity 

because all the loading factors of the indicators exceed 0.5. 

7

SHS Web of Conferences 76, 01009 (2020) https://doi.org/10.1051/shsconf/20207601009
ICSH 2019



 The top management commitment variable is measured using five indicators. The first 

indicator is that the management communicates well with departments related to the supply 

chain (MC1) with a factor weight of 0.709. The second indicator is that the management 

clearly sets company goals (MC2) with a factor weight of 0.754. The third indicator is to 

provide the necessary human resources (MC3) with a factor weight of 0.760. The fourth 

indicator is to provide the required funding resources (MC4) with a factor weight of 0.734. 

The fifth indicator is to do adequate operational control (MC5) with a factor weight of 

0.646. The results of loading factors from the five indicators on the variable top 

management commitment shows that the results of the correlation of indicators with the 

variables meet the requirements of convergent validity because all the loading factors of the 

indicators exceed 0.5. 

 The reliability test was carried out using two methods, namely Cronbach's Alpha. The 

information technology application has a cronbach's alpha value of 0.828. The operational 

performance variable has a cronbach's alpha value of 0.791. Supply chain practices have a 

Cronbach alpha value of 0.855. The top management commitment variable has a Cronbach 

alpha value of 0.768. All cronbach’s alpha values exceeding 0.6 which can be said that this 

variable is reliable. The requirements of validity and reliability test have been fulfilled. 

Therefore the research hypothesis test processing can be done (Table 1).  

 
Table 1. Path Coefficient 

Effect Variable  

Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|

) 

P 

Value 

Top Management Commitment -> 

Operational Performance 
0.478 0.475 0.105 4.550 0.000 

Top Management Commitment -> 

Information Technology 

Application 

0.758 0.764 0.048 15.645 0.000 

Top Management Commitment -> 

Supply Chain Practices 
0.394 0.401 0.115 3.412 0.001 

Information Technology 

Application -> Operational 

Performance 

0.228 0.227 0.101 2.251 0.024 

Information Technology 

Application -> Supply Chain 

Practices 

0.477 0.472 0.113 4.229 0.000 

Supply Chain Practices -> 

Operational Performance 
0.271 0.274 0.093 2.906 0.004 

 

 Table 1. shows that the variable of top management commitment influences the supply 

chain practices in which the path coefficient for this relationship is 0.394 with a T-Statistics 

of 3.412. The management is committed to providing the necessary human resources to 

support the implementation of supply chain practices, especially in sharing information 

with the company's suppliers as part of the strategy in facilitating the procurement of raw 

materials. It is done so that the production process does not run out of raw materials due to 

the absence of a supply of raw materials from the suppliers. It states that top management 

commitment affects the implementation of corporate information technology [20, 21]. 

 Table 1. shows that the commitment of the top management has an influence on 

information technology application, in which the path coefficient for this relationship is 

0.758 with T-Statistics 15.645. The management is committed to providing the necessary 

human resources to support the use of information technology software that has been 

provided according to company needs. It is done so in order to maximize the use and 
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function of information technology software in providing data and information needed for 

the top management of the company. This research is in line with research conducted by 

[30]. It states that the commitment of top management affects the implementation of 

company information technology. The management's commitment is able to make an 

increase in supply chain practice and supply chain integration in terms of using the 

information technology with internal integration and external integration [22].  

 Table 1. shows that the commitment of the top management influences the operational 

performance, in which the path coefficient for this relationship is 0.478 with T-Statistics 

4.55. Management is committed to providing the necessary human resources to guarantee 

the quality of the products produced by the company. It is done by carrying out quality 

control so that the quality of the product is in accordance with the demands or expectations 

of the customers. This study is in line with the research conducted by Kanwal et al. [23] and 

Alfalla-Luque et al. [25], which states that top management commitment affects company 

performance. Commitments that are built together by the company leaders and employees 

are able to provide an improvement in the company performances. This research is also in 

line with the research by Tarigan et al. [31], which states that organisational commitment 

consisting of top management commitment and employee commitment is capable of 

providing an improvement on the company performances.  
 Table 1. shows that the information technology application has an influence on supply 

chain practices, in which the path coefficient for this relationship is 0.477 with T-Statistics 

4.229. The necessary use of information technology software will support the process of 

sharing information with suppliers to control and facilitate the procurement process that can 

be done through information technology. Therefore, it can be done more quickly and 

accurately. This study is in line with the research conducted by Gandhi et al. [14] and 

Sundram et al. [22], which states that the application of information technology affects the 

company's performance. This study also supports the results of the study by Tarigan et al., 

[31] in which states that the use of information technology in the form of ERP applications 

affects the supply chain practice of manufacturing companies. 

 Table 1. shows that the information technology application has an influence on 

operational performance, in which the path coefficient for this relationship is 0.228 with a 

T-statistic 2.251. The information technology software, provided according to the needs, is 

used by the company to support the process of quality control in order to make it easier to 

do so that the quality of the products produced by the company is in accordance with the 

demands or expectations of the customers and will increase customer satisfaction. This 

study is in line with the research conducted Cook et al. [19], which states that the 

application of information technology affects the company's performance. This study 

supports the results of research conducted by Anuar and Yusuf [32] on SME companies in 

Malaysia, stating that the use of information technology applications can improve company 

performance. This study is in line with the results of research by Saeidi et al. [21] which 

talks about information technology in the Iranian financial institution. 

 Table 1. shows that supply chain practices have an influence on operational 

performance, in which the path coefficient for this relationship is 0.271 with T-Statistics 

2.906. The company shares information with the suppliers to control and facilitate the 

procurement of quality raw materials so that the quality of the products produced by the 

company can be in accordance with the demands or expectations of the customers and 

increase the level of customer satisfaction. The SCM practices affect company performance 

[19, 32]. This study also supports the results of Gorane and Kant's [33] research on 

manufacturing companies in India and also Wang and Dai's research [34], which states that 

supply chain practice in companies can improve company performance.  
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5 Conclusion  

Several conclusions can be drawn from the results of data processing and analysis carried 

out in this study. The commitment of top management affects supply chain practices.This is 

because the management has demonstrated its commitment by providing the human 

resources needed to support the implementation of supply chain practices, especially in 

sharing information with suppliers as part of the commitment of the top management, 

which affects the use of information technology. This is because management has 

demonstrated its commitment by providing the human resources needed to support the use 

of information technology software which is provided according to company needs to 

maximize the use and function of information technology software in providing data and 

information needed for the top management in the company as a strategy to facilitate the 

process of procuring raw materials so that the production process does not run out of raw 

materials caused by the absence of supply of raw materials from suppliers. This is because 

the management has demonstrated its commitment to providing human resources needed to 

guarantee the quality of the products produced by the company – by conducting quality 

control so that the quality of the products meets the demands or expectations of the 

customers. 

 The use of information technology affects supply chain practices. This is due to the use 

of information technology, the information technology software, as needed so that it 

supports the sharing information process with the suppliers to control and ease the 

procurement process so that it can be done more quickly and accurately. The use of 

information technology affects the company's operational performance. This is due to the 

use of information technology, the information technology software, as needed to support 

the quality control process so that it can be done easier and the quality of the products 

produced by the company will meet the demands or expectations of the customers, hence 

improve the customer satisfaction. 

 Supply chain practices affect the company's operational performance. This is because 

the company has carried out the process of sharing information with the company's 

suppliers to control and facilitate the procurement of quality raw materials so that the 

quality of the products produced by the company can meet the demands or expectations of 

the customers and increase the level of customer satisfaction. 
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