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Abstract

The aim of this research is to formulate a thecadétnodel that explains causal links among suppéjircdrivers

and operational performance by adding several S@nables, namely strategy, practices and respomssze
into the links and empirically tests the model agamic fertilizer manufacturers in East Java, Irekia.
Provincial sample data that consist of 85 compaaiesanalyzed using SEM by component-based approach
which is Generalized Structured Component Anal{GiSCA).

The result shows that internal drivers only haveakvenfluence to the operational performance and
environmental drivers do not influence it. Furtherey SCM practice do not influence the operational
performance. Nevertheless, the relationships betwsker variables hypothesized are found positivaaigl
significantly influence the operational performaniceorder to compete in supply chain level, conipaiave to
adopt the right SCM strategy and also build suppain responsiveness. Both have important role as
intervening variables to strengthen the weak oigmificant relationships. This research implicatiaright
limited for the types of industry in which the Gonment plays big role as one of the environmentakds.

The organic fertilizer industry has to compete witiemical fertilizer products which have won thetomer’s
loyalty; and therefore the organic fertilizer maamtirers have to change their SCM strategy to becmore
responsive to the customers’ needs and requiremalsts internally improving innovation aspect, padarly

product innovation. The integration drivers are diogctly related to performance, but rather havbe through
SCM practices. Likewise, the SCM practices are dictctly related to performance, but rather havebéo
through responsiveness. These research findingagstren the strategic supply chain theory and tipplg

chain responsiveness theory.

Keywords: supply chain drivers, SCM strategy, SCM practicessponsiveness, operational performance,
organic fertilizer manufacturers.

Introduction

Many researchers have found positive relationshfépveen SCM and the improvement of organization’s
competitiveness and performance (Li et al., 2008)reover, SCM has been admitted as one of the kiggrd

for company’s performance (Forker et al., 1997)erEfore, adoption and implementation of SCM havenbe
widely admitted able to improve the performancefanization (Gimenez and Ventura, 2005).Howevare
are failures on supply chain management implemiemtatvhen companies involved could not achieve the
integration level as expected (Fawcett and Bixbpgigw, 2001; Fawcett and Magnan, 2002). Variousareses
show that SCM implications to performance depend/amous factors that are generally classified esahd
uncertainty, supply uncertainty and technologicatartainty (Fynes et al., 2004; Liao and Tu, 2008refore,

it is important to develop responsiveness, whiclthis ability of supply chain to rapidly respond rarket
change and customers demand (Holweg, 2005).

Richey Jr. et al (2009) are one of few researchdrs use ‘SCM drivers’ as one of the main variablEsey
divide SCM drivers into internal drivers and extrdrivers and suggest that the most importantnatedriver
is the desire to improve the company performancedéyeloping more effective and efficient commerce
relationship. This is crucial because almost alhagers realise the importance of supply chain ratém, but
only few companies adopt and disseminate a forntagration, and even fewer that map the supplynchmai
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detail to determine their real suppliers and custen{Fawcett and Magnan, 2002). Environmentaledsiv
consist of several elements. Firstly, the rapidipriged market demand requires company to integraiply
chain to become more responsive. The customerscefpe product to be delivered faster and morealédi
therefore it needs better coordination within tlwenpany also with corresponding suppliers. Secorutyh
intensity competition, where technology makes ttwead of new ideas and practices become fasteligvd,
1994). Thirdly, the shift of power channel to detveam. Power is defined as the influence of ondesupply
chain members to others, where at this point hidiedho downstream, which is the consumers.

This study attempts to expand Richey Jr., et ab920nodel by pulling the relationships among vasi@CM

variables to generate a larger-scaled model. Thdehtbhen empirically tested by taking samples fromganic
fertilizer manufacturers in East Java, Indonesiee $CM model developed in this research is showrigure 1.
The model shows causal links between internal csiamd environmental drivers to SCM strategy, frleG@M

strategy to SCM practices, and from SCM practicesesponsiveness, before its final impact on thrapamy’s
operational performance. The description of thcmasal links will be described more detail belows&a on
literature review that has been done, the relahipssbetween internal drivers, environmental dgye3CM
strategy, SCM practices, responsiveness and opeshiperformance are presented on the followingjegcand
hypotheses related with the variables used ardajzse.

Literature Review and Hypotheses
Internal Drivers and Environmental Drivers

SCM drivers are known as factors that initiate andourage the changes on supply chain (Ayers, 200¥re
generally can be distinguished as external driegd internal drivers (Richey Jr., et al., 2009)r Erample,
Handfield and Nichols (1999) describe three drifestors, which are: (1) Information revolution; (Zhe
increase of global competition level that createst@mers’ demands and demand-drived markets; gndh@
emergence of new types of inter-organisationatimiahips. This reflects the influence of exterfaators that
drive the companies to integrate throughout th@lkyughain.

Ayers (2004) introduce six SCM drivers that inflaerand capable to drive changes in a supply cihaimely
innovation, extended products, globalization, felitly, process-centred management, and collabmmafi he
organization needs to identify SCM drivers as stgrpoint to improve the supply chain performanEach
supply chain has different SCM drivers and henceeéds to be generated and used as referenceetodieng
SCM practices.

The drivers behind cross-company collaborationteasically passion to gain more control and cootdiriae
whole supply process, and also exchange markegratien and vertical as the way to manage the ramdaof
the process (Awad and Nassar, 2010). Some wrieis to emphasize on internal aspects, for exampletQ@l
(2010) who formulate several key drivers such adaruer focus, management leadership, supply maregem
human resources management, data and quality regmoitalso process management. Others such as etz
al. (2001) emphasize on “soft factors” such as stdading and trust or commitment as the integnadigvers

of supply and demand management. An issue thatdhdé® put into account is the fact that high lev€l
integration is not always profitable; and thereftme benefit and loss for the company need to msidered
(McLaren et al., 2002). Langdfield-Smith and Greendo(1998) suggest several things that have to be
considered due to its affect on the internal wildl ability to accept changes from rivalry into memmperative
relationship with external parties, which are: {@justrial and technological similarity among suerd and
company; (b) the employee’s previous experiencg;tyo way communication and information sharing (d)
experimental learning.

Based on literature review above, integration dgva this research is using Ayers (2004) suggesiiter being
distinguished into two groups of variable, nameiteinal drivers and environmental drivers. Interdiavers
consist of innovation, extended products, flexipjliand process-centred management. The interragrdr
factors describe how far a company have the désimaprove (Richey Jr., et al. 2009) on internaifpenance
and its implication toward supply chain performance

These factors are hypothesised influencing the S€&tegy as well as operational performance. Tadd into
two hypotheses for internal drivers as follow:

H; =Internal drivers positively and significantly inflace the SCM strategy
Hg = Internal drivers positively and significantly inflace the operational performance

Environmental drivers consist of partnership arel @overnment's role. Partnership or collaboratignralated
with the needs to eliminate organizational bouretgrialso utilize intra-company and inter-company
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collaboration efforts to achieve joint outcome. Tadlaboration itself defined as a joint planningdaxecution
of supply chain activities (Ayers, 2004: 292). teas of competition pressure as well as encouragefmem
business partners become drivers for company tarekphe activities crossing the organization’s t&nor in
other word, developing partnership. The need agd tw improve collaboration with the supply chaartpers
are environment drivers that encourage compang¢ore more active in managing its supply chain.

The Government’s role is an environmental driveat tparticularly adopt in this research to subsitthe
globalization factor mentioned by Ayers (2004) doethe important of government’s role on the organi
fertilizer industry as the object of this resear@ime Government of the Republic of Indonesia thiotige
Ministry of Agriculture has launched “Go Organic 25 vision as a reference for the future agricatur
development. One of the programmes that have beeglaped is to increase the use of organic fegtilamong
farmers, and also to convert the habit of usingogén fertilizer (urea) that tends cause soil dama&tgnce,
since 2009 several fertilizer state-owned compawig® asked to develop partnership programmes pritiate
sectors to develop organic fertilizer industry. Thevernment has also issued several supportingieslisuch
as organic fertilizer subsidy policy and set owamic fertilizer quality standard policy as requient to get
permit and brand registration.

Based on that consideration, the Government’s idtuded in environmental driver which encourages t
development of organic fertilizer supply chain. Nifit the supply chain exist raw material supplistgpliers,
supporting materials and packaging suppliers, $ugbliers (in this case, coal), organic fertilinemnufacturers,
distribution channels, transportation servicex édsmers as the end users of organic fertilizer.

These factors are hypothesised influencing the S€Megy as well as operational performance. Tdads into
two hypotheses related with environmental drivesrfodlow:

H, =Environmental drivers positively and significanihfluence the SCM strategy
H 1o = Environmental drivers positively and significanthfluence the operational performance
SCM Strategy

The SCM is used not only to explain the logistitiviites and related planning and controlling mateand
information flows among supply chain partners, #igb to describe strategic inter-organization isqi#arland

et al., 1999). In general, the SCM strategy isimligtished into two types, namely: (1) lean, cofficiency-
driven supply chain; and (2) agile, fast, serviceeh supply chain. Both types are early resporse t
dynamically competitive environment, so that comeameed to use supply chain excellences as wajntthe
market competition.

Lean supply chain is the companies’ first respowken the market competition is getting tight, whéeir
focus are on saving and eliminating waste in thgpluchain, start from production until delivery ¢vdack et
al., 1990 Womack and Jones, 1996). On the other hand, aggply chain emphasizes more on flexibility and
fast response to unpredictable changes, partigutaairket and customers demand changes (Christopb@o).
Thereby, generally lean supply chain is advisedafeelatively stable market and agile supply chaiadvised
for a dynamic and wide product differentiation netriEisher, 1997 ee, 2002Vonderembse et al., 2006).

The SCM strategy concept in this research is fallgwwonderembse et al. (2006) suggestion which istsf
three types of supply chain, namely: lean suppbjirghagile supply chain, and hybrid supply chaihede three
types are developed according to the differenceprofluct character, which are standard, innovatare
hybrid. Standard products use the lean supply caathinnovative products use the agile supply chahile
hybrid type consist of complex products, has mamymonents and involve numbers of companies withén t
supply chain. Therefore, it needs particular strateamed hybrid supply chains (HSC).

The first relationship to be explored in this rasbas between SCM strategy and SCM practicesngemany
empiric research that study the relationship betwSE€M strategy and SCM practices, where few extant
research show positive influence of SCM strategyatdls SCM practices (Roh, 2009). Researchers tend t
directly link the SCM strategy with performance é&n Jr., et al., 2008; Sun et al., 2009; Bolo, 2@hH even
more researchers link SCM practices with perforreafilim, 2006; Li et al., 2006; Petrovic-Lazarevicag.,
2007); Thatte, 2007; Sun et al., 2009; SambasivahJacob, 2008; Roh, 2009; Sukati et al., 2010; é¢faal.,
2010; Miguel and Brito, 2011; Chong et al., 2011).

Moreover, the relationship between SCM strategy aesponsiveness and between SCM strategy and
operational performance also need to be explorkdrefore, hypotheses related with SCM strategyasiellow:

H; = SCM strategy positively and significantly influenite SCM practices
H, - SCM strategy positively and significantly influen@sponsiveness
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Hs = SCM strategy positively and significantly influentte operational performance
SCM Practices

SCM practices defined as a set of activities urdken by an organization to promote effective mamagd of
its supply chain (Li et al., 2006). There are vasigarticular activities done by companies whendwey adopt
SCM. Li et al. (2005, 2006) suggest that SCM pcacis a multi-dimension construction that involtes sides:
the upstream and downstream of the supply chain.

There are many variations on developing this concepere between one researcher and another psesent
widely different indicators (Koh et al., 2007). $egtion used in this research is of Tan et al. Z2@tho has
identified 25 frequently mentioned factors in lgare, and by factor analysis, has grouped them st
categories, namely supply chain integration, supplgin characteristic, information sharing, stratdgcation,
customer relationship management and ability ofijusime (JIT) response. This suggestion is chodea its
ability to provide wide scope of SCM practices.

Empirically, several research have found the refetip between SCM practices and responsivenedal#@a
and Kotzab, 2003; Thatte, 2007; Roh, 2009; Squiral.e2009; Sukati et al., 2010) and many researihk
SCM practices with performance (sometimes replaeath competitive advantage) such as Kim (2006 )t.al.
(2006); Petrovic-Lazarevic et al. (2007); Thatt®Q?2); Sun et al. (2009); Sambasivan and Jacob [26h
(2009); Sukati et al. (2010); Lau et al. (2010)glel and Brito (2011), Chong et al. (2011).

Therefore, research hypotheses related with SCletipes are as follow:

He = SCM practices that positively and significantlylignce responsiveness

H; = SCM practices that positively and significantlylihce the operational performance
Responsiveness

Responsiveness concept enters SCM literature laséite needs to respond the rapid environment ehand

21% century competition. Responsiveness in the beginmias more related with company’s internal process
that every company need to have the ability to aesp to the changes of customers’ needs and demands
particularly in industries that are highly affectbg customers’ preference such as fashion, PCiretécs,
construction and vehicle industries (Reichhart dntlveg, 2007: 1144). Responsiveness concept thesiazed

not only on individual company level but also ap@y chain responsiveness. A supply chain with high
responsiveness level will be able to respond thmashel and customers’ preference change compared with
unresponsive supply chain. In other word, supplgirthresponsiveness will, in return, influence perfance
(Thatte, 2007; Roh, 2009). Responsiveness in gedefied as ability to react purposefully and witfan
appropriate time-scale to customer demand or clmngethe marketplace, to bring about or maintain
competitive advantage (Kritchanchai and MacCarii®g9). In supply chain context, responsivenessddfas

the capability of promptness and the degree to lwthie supply chain can address changes in custdemeand
(Thatte, 2007: 32). Responsiveness concept usedisnresearch using Thatte (2007: 35) suggestidrnighw
distinguish the supply chain responsiveness inteetlsub-constructs, namely: operation system resgEmess,
logistic process responsiveness and suppliers metwsponsiveness.

Several researchers have found the relationshipelegt responsiveness and performance or with cotiveeti
advantage such as Thatte (2007); Roh (2009); akdtiSet. al (2010); therefore, the research hypsitheslated
with responsiveness is as follow:

Hg = Responsiveness that positively and significantfijuance the operational performance
Operational Performance

In this research, modifications have been done tbwaerational performance concept suggested biyeRiet
al. (2009) that consist of 10 indicators: abiliéyltandle the unexpected issues, customers saitisfaletad-time
product innovation, supply cost reduction, markehgiration, production cost, product quality, preiolity
level, customers needs responsiveness, and ordélivery.

These ten indicators are grouped into two partsnema production performance and product satisfactio
performance Production performance is a short-term indicator to company’s operatiocapbability, which
includes measurements such as lead-time produavation, supply cost reduction or can be measuyelé\z|
of inventory turnover, market penetration, prodmtticost, and productivity level. These measuresvstie
company’s capability to win a market advantage kitds and more efficient producing compared with th
competitors. Meanwhileproduct satisfaction performance related more with long-term measurement that
reflects consumers/customers response to compapgsational capability, with measurements such(&k:
Capability to address the unexpected issues; (8Jothers satisfaction; (3) Responsiveness to custopeds;
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and (4) On time delivery. The whole product satisém measurements describe the capability of conega
within the supply chain to deliver their productisee according to the customers’ requirement.

Research Method

Measurement of variables

All variables in this research are measured byestant items using semantic-differential scale $&mantic-

differential scale is one of the scales that conlsnosed in social science research, which is bipattibute

(two polar) which identified as a scale, and thespondents are asked to state their position mgshor can be
called as semantic space towards individual, oljeckrtain events on each attribute (item) pradiflésgood,
1952; Osgood & Suci, 1955).

There are 79 items in this research, which arenatedrivers (10 items), environmental drivers t@rs), SCM
strategy (16 items), SCM practices (22 items), saspveness (14 items) and operational performaddeifs).
The items used to measure six variables can beadgdtachment 1.

First of all, the questionnaire developed as retemstrument have been through the pre-test stagaarantee
its validity and reliability also to ensure the @mon of wording, format and the question’s ord€he
implementation of questionnaire pre-test is in Dkkarta Province by taking 20 samples of orgamnidifer
manufacturers. Through several sentence exchangeredimement, valid and reliable questions in redea
instrument are resulted for the research ( p <@.0Bonbach's Alpha > 0.70).

Sample and Data Collection

Questionnaire is distributed to organic fertilizeanufacturers in several districts in East JavaviRce. The
minimum sample number is determined based on Skovinulation witha = 5%. The sample frame shows that
there are 105 organic fertilizer manufacturers trete license and also registered in East Javaeh@n using
the formulation, it can be obtained minimum samplenber is 84. Sampling is done by simple randormpsiam
technique based on the sample frame. The questierttiatribution is done by visiting each manufaetubased
on address list taken from Center for Plant Varfetgtection and Agriculture Permit, Ministry of Agulture, in
Jakarta, assisted by several officers from PT Réitroa, Gresik, as state-owned company advisoiEHast Java
region and local agricultural service. This is tosere that the questionnaire is filled correctly the
representative. Comprehension regarding supplyncaasumed to be hold by business owner or productio
senior manager; therefore the questionnaire musdflled by them. Moreover, by visiting one compaty
another, there is chance to conduct deeper intgraigd observation of production process in eachpzones.
After about one month distributing the questionmaibetween May to June 2013, 85 complete and dorrec
guestionnaires were obtained and hence minimum Isasfulfilled.

Analysis and Findings

Organic fertilizer manufacturers’ Profile

According to the Centre for Plant Variety Protestend Agricultural Permits, Ministry of Agriculturén 2012
there are 664 organic and bio fertilizer comparsierd 427 companies already have official brand/red&.
East Java Province holds the second place afterJBkdrta with 105 organic fertilizer manufacturers.

This research is conducted in East Java area liygtéd6 companies as samples. From the companylerofi
information, the production figure in 2012 was tefaly high, 444,856 ton with production averageeiach
company is 5,233.71 ton and the lowest product®rell is 800 ton/year. On the other hand, the highes
production level is 25,000 ton/year. This figureathieved by using machine with total capacity 3,8h/day,
where the lowest capacity machine is 8 ton/daythediggest is 90 ton/day. Hence, it can be segnattyanic
fertilizer manufacturers in East Java have nothrécmaximum effective capacity by only using &&r cent
from total machine capacity if fully used 365 dasdy:.

The majority of organic fertilizer producers in Edsava use three main raw materials namely: (1¢kelmi
manure, (2) cow manure, and (8)dthond (residual or waste from sugarcane mills in selvdrstricts in East
Java). These raw materials obtained from traditieo@plier network, who act as raw material colbedn a
region. The raw material order is based on mackemgacity and space available in the warehouse where
producers store their raw material supply. Fronthal organic fertilizer manufacturers observedcéihpanies
(78.8%) produce granule organic fertilizer, 5 comipa (5.9%) produce liquid organic fertilizer, aid
companies (15.3%), produce both.

As manufacturing company in a newly developed itgusnder the patron of the Government, the maaugo
of organic fertilizer manufacturers is the prodguaglity. The quality standards that must be achiémeorganic
fertilizer production as required by the Governmellige the company to maintain their product gyddiased
on the diversity of raw materials available locallyerefore, the companies need to have their avorhtory or
using the third party to test the raw material sam@nd final products which will be marketed. Save
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companies develop small laboratory near the fadimitgst moisture and C-organic contain in the naaterials
sent by suppliers.

The organic fertilizer manufacturers profile delsed above shows that organic fertilizer has beerldped as
manufacturing product in which has their own supghgin like the other manufacturing companies inegal.
Below is the research result that describes the $@dementation in organic fertilizer manufacturetserved.

Inferential Statistics Analysis

Data obtained from 85 questionnaires were analyséng SEM method, which is by Generalized Structure
Component Analysis (GSCA) approach developed by ndwend Takane (2004). GSCA is SEM component-
based that have criteria global least square opditiain, where can consistently minimize sum squeesisiual

to get an estimation of parameter model. GSCA gpdpwith overall goodness-of fit measurement model.
GSCA is a strong analysis method, due to not base@ many assumptions. In GSCA, variable doeshawe

to normally distributed; can be multivariate (inatior with category, ordinal, interval and ratiolscean be used
for the same model) and the number of data do aet o be large (recommended 30 to 100 cases mimimu
Analysis result by GSCA on-line software explai@edfollow:

Validity and Reliability of Research Construct

Based on the result of parameter measurement oelmoehsurement on Table 1 below, it can be sedratha
latent variable indicator giving good convergenlidity value (from loading estimation value) which above
0.645 and statistically significant. Similar wittvédrage Variance Explained (AVE) value, which is\a0.501,
shows that more than 50% of the average of indicatnance could be explained by its latent vagabl

The AVE latent variable square root figure thatheig from the correlation between one latent vaeahith
another means that the latent variable is valid @ be included in the model. Moreover, it cam alse the
provision that AVE value higher than 0.5 is considivalid (Chin, 1998). As shown on Table 1, thedst AVE
value is 0.501 and hence the model has good dis@airhvalidity. The reliability value can be seearfi Alpha
value higher than 0.600. Thus, all indicator vagabare is valid measurement and reliable for talllatent
variable.

The Result of theStructural Equation Modelling

Fitness Test of the Model

In GSCA, the fitness test of the model structuraligasured by using FIT and AFIT that equivalenhviRt:
square total on path analysis or on PLS. FIT vahaews total variance from all variable that carekplained by
structural model. The FIT value ranges from zerorie. The higher the FIT value (closer to one) higber the
total variance can be explained by the model. Aéilue equivalent with R-square adjusted on regressi
analysis and it can be used for model comparigohFIT value in one model is higher than othershbws that
the model is the best to use. On Table 2, it caselea that FIT and AFIT value are 0.578 and 0.86feactively.
This shows that the model could explain about 5A/&%ance of the data.

Overall fit test is measured by involving integdhtgructural model and measurement model. Thastestine by
observing the GFI and SRMR value. GFI value highan 0.900 and SRMR value smaller than 0.080 shows
that the model used is good fit, whereas if it rieathat value, it is said to be marginal fit. Tal® shows that
GFI value obtained is 0.981 and SRMR value 0.178.@lue higher than 0.900 shows that the modedi ise
good fit, whilst SRMR value close to 0.080 showeas titne model used is marginal fit.

Hypotheses Testing

The result of hypotheses testing can be seen ole BalSeven hypotheses are gaining support by atdize:d
estimate and t-value that fulfil the criteria. ADB level, the influence of internal drivers tow&8@M strategy
(H,) is significant with estimate value 0.547 and luea5.81, the influence of environmental drivers/aod
SCM strategy (B) is significant with estimate value 0.272 and tuea2.39, the influence of SCM strategy
toward SCM practices @) is significant with estimate 0.541 and t valu854.the influence of SCM strategy
toward responsiveness fHssignificant with estimate 0.340 and t value 2.69] the influence of SCM strategy
toward performance @) is significant with estimate 0.391 and t valué&and the influence of SCM practices
toward responsiveness dHis significant with estimate 0.502 and t valu&54. Nevertheless, relationship
between SCM practices and operational performaggig insignificant with estimate 0.063 and t valué1l.
Furthermore, the influence of responsiveness towaetational performance gHis significant with estimate
0.344 and t value 3.77, whereas the influence tdrimal driver toward operational performanceg)(tt
insignificant at 0.05 level but significant at Gelrel with estimate 0.166 and t value 1.59. Lashlg, influence of
environmental drivers toward operational perforngafid;g) is insignificant with estimate 0.022 and t valu2s.

The result of the hypotheses tests are shown astwtal model on Figure 2. The model shows twogim$icant
paths, which are between environmental drivers @yetational performance also between SCM practoes
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operational performance.

Discussion and Implications

The relationship test among variables by usingrérfgal statistics analysis has resulted in hypsithéest
authentication as shown on Table 5 and final padlgrdm as shown on Figure 3. The comparison wigh th
previous research findings explains that structoratlel obtained in this research is equivalent stnehgthen
the previous research except for:

(1) Does not support previous research findings reggrirect) influence between Environmental Drivansl
Operational Performance, also (direct) influencesveen SCM Practices and Operational Performance.

(2) Have found two new paths, which are Internal Dsvesward SCM Strategy and Environment Drivers
toward SCM Strategy.

The diagram generally emphasize on two importarialsbes, which are SCM StrategyjYand Responsiveness
(Y3). The important role of SCM Strategy variable ssiatervening variable that strengthen the infleent
Internal Drivers (X) and Environmental Drivers gX toward Operational Performance ,Y In addition,
Responsiveness have important role in strengthethiegnfluence of SCM Practices {)ytowards Operational
Performance (Y).

The importance of two variables in structural mothelt empirically found in this research shows t8&M
strategy and responsiveness are main requirementthé success of a supply chain to achieve better
performance. This model explains that if SCM sggtecore and/or responsiveness are not being setlear

still low, then it will be difficult for the companto obtain maximum result from internal driverayieonmental
drivers, and SCM practices developed from a sugplgin. Furthermore, there are several additionaao
regarding structural model from the research remufbllow:

The relationship between Internal Drivers and Ofp@nal Performance: there is weak significant iafiae
(0.166) between internal drivers and operationafopmance; unlike the empiric findings of Richey &t al.
(2009) that claim there are significant positivéatienships between SCM drivers and company perdnce.
However, if it is observed from the indirect infhae, the influence of internal drivers become digant if they
pass the SCM strategy variables; ®Y; = Y,); where coefficient of influence (indirect) incesato 0.214.
These finding supports the strategic supply chiadoty, that supply chain management is not onlynthéer of
securing the raw material supply issue, but alsmtesgically manage by using the SCM strategy. Thisplies
with the path found in this research that intemh@Vers’ variables only have weak significant irghce to the
operational performance; and therefore needs tstimngthened by SCM strategy variables. This ise& n
finding that never occurs on previous research.

The relationship between Environmental Drivers @mkrational Performance: The result of this studgws
that there is no significant influence between minental drivers and operational performance amté does
not support the finding of Richey Jr. et al. (2008)ich claim there is significant positive relatstrip between
SCM drivers and company performance. This signifiéafluence found through indirect relationshipvihich

by SCM strategy variables which have coefficienirgfirect influence 1.06. This finding also stremeyts the
strategic supply chain theory, where SCM strategynstrumental to develop company performance & th
supply chain. This is a new finding that never @sdn previous research.

The Relationship between SCM Practices and Opeaadti®erformance: The result of this research sugbas
there is no significant influence between SCM pcast and operational performance, hence this fgden
different with many previous findings which foundtett influence between SCM Practices and perfooaan
(Kim, 2006; Liet al., 2006; Petrovic-Lazareviet al., 2007; Thatte, 2007; Suet al., 2009, Sambasivan and
Jacob, 2008; Roh, 2009; Sukati al., 2010; Lauet al., 2010, Miguel and Brito, 2011; Chong et, &011).
Nevertheless, it can be explained that it meansatiaption and implementation of SCM are not a goee of
the increasement of company’s competitiveness anfdqmance. This finding complies with the factattthere
are failures in implementing supply chain managdmehere the companies involved could not achidee t
integration level as desired (Fawcett and Bixby [@mp 2001; Fawcett and Magnan, 2002). That the SCM
practices significantly influence the operationaifprmance only by responsiveness is a new finthiag shows
that responsiveness is an important factor thatdwé&& considered in supply chain management. ddmsplies
with Fynes et al. (2004) and Liao and Tu, 2008 sstjgn that SCM implication toward performance dejseon
various wide factor that generally grouped as: damancertainty, supply uncertainty and technology
uncertainty and hence it needs supply chain respemsss to fastly respond market change and custome
demand (Holweg, 2005).

Conclusion
The influence of internal drivers and environmemtavers toward SCM strategy have been empiricit in
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this research, and it is theoretically supportttieory of strategy development based on interrfalence and
external environment (Robbins, 1990; Hatch, 19%Mbreover, this finding improves the previous model
developed by Richey Jr. et al. (2009) which disectlates the SCM drivers and operational performaan
Furthermore, indirect influence of internal drivensd environmental drivers toward performance bggushe
SCM strategy theoretically support the strategigpy chain theory that supply chain managemenbisomly
the matter of securing the raw material supplyes@tarland et al., 1999; Lummus and Vokurka, 199@ayle,
2003; Kim, 2006; Mentzer et al., 2001; Miguel andt® 2011). The change of traditional logistic gdigm into
SCM started from the view that supply chain adtgitis actually more than just company’s exterpgistics
(Lambert, 2004; Lambert et al., 1998) and hencis itinderstandable that internal drivers only haveaky
significant influence toward operational performanand environmental drivers do not have significant
influence toward operational performance unlegsu$es SCM strategy variable.

This study empirically support the theory of supplyain responsiveness (Holweg, 2005) by suggestiag
indirect influence of SCM practices towards openadi performance through responsiveness. This rfgndi
shows the importance of responsiveness, in link Mitderson and Lee (1999) suggestion that collalmorand
ability to responsively operate are success compsnef supply chain strategy that give added vdhre
companies. Fawcett (1992) also suggests that logistcess responsiveness is an important compdoettie
success of SCM strategy. In addition, this supgéytses et al. (2004) and Liao and Tu (2008) opittiat SCM
implication toward performance is indirect and soppgFawcett and Bixby Cooper, (2001) and Fawcett an
Magnan (2002) argumentation regarding the adopdiosh SCM implementation failures. Without developing
responsiveness in a supply chain, it is more likbgt SCM implementation through suggested prastigi
only have slight opportunity to achieve successtiqdarly when facing high customers demand arsb al
demand, supply and technology uncertainty (Holvi2@§5).
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Figure 2. Resulting Path Model
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Figure 3. Final Path Model
Tabel 10rganic Fertilizer Company Profile
Total Mean Minimum Score Maximum Score Std. Dewiat
Production year 2012 (ton) 444,865 5233)71 800 (0:45%(0] 3,425.690
Machine Capacity (ton/day) 3,241 38.13 8 90 20.p50
Number of Worker (people) 4,624 54.40 9 153 26.956
- Permanent Worker 984 11.58 3 B5 6.982
- Contractual Worker 3,640 42.82 6 120 22.447

51



Information and Knowledge Management
ISSN 2224-5758 (Paper) ISSN 2224-896X (Online)

Vol.3, No.12, 2013

www.iiste.org
J LA |

ST

Tabel 2. Estimate Value of Measurement Model

Variabel Loading Weight SMC Mean
1 2 3 4 5
Internal drivers AVE = 0.501 Alpha = 0.645 4.98
X11 0.858 0.443 0.736 4.64
X1 0.653 0.324 0.426 4.80
X13 0.649 0.317 0.422 4.01
X14 0.648 0.312 0.420 5.98
Environ. drivers AVE = 0.829 Alpha = 0.779 4.93
X541 0.905 0.534 0.820 5.21
X5 0.916 0.564 0.838 4.64
SCM strategy AVE = 0.658 Alpha = 0.742 5.13
Yi4 0.882 0.510 0.780 5.43
Yio 0.879 0.432 0.772 5.32
Yis 0.651 0.262 0.422 4.64
SCM Practices AVE =0.673 Alpha = 0.900 5.27
Yo1 0.838 0.175 0.700 5.36
Y, 0.847 0.166 0.712 5.28
Ya: 0.854 0.243 0.732 5.27
Y4 0.830 0.208 0.687 5.00
Y,s 0.751 0.245 0.568 5.74
Y, 0.798 0.186 0.637 4.99
Responsiveness AVE =0.00 Alpha = 0.749 5.28
Y31 0 0.522 0 5.54
Y3 0 0.472 0 5.39
Y33 0 0.130 0 4.90
Op. Performance AVE = 0.755 Alpha =0.681 5.31
Y1 0.913 0.665 0.834 5.40
Y42 0.823 0.477 0.677 5.00
* Significant at 0.05 level
Tabel 3. Criteria of Model Fithess
Model Fit
FIT 0.578
AFIT 0.566
GFlI 0.981
SMSR 0.178
Table 5. Hypotheses Tests Result
Hypothesis Path Coefficients Interpretation
Estimate CR P-value
Hy X1->Y1 0.547 5.81 0.000 supported
H» X1->Y4 0.272 2.39 0.022 supported
Hs X2->Y1 0.541 4.95 0.000 supported
Hy X2->Y4 0.340 2.69 0.010 supported
Hs Y1->Y2 0.391 3.78 0.000 supported
He Y1->Y3 0.502 4.35 0.000 supported
H- Y1->Y4 0.063 0.61 0.585 not supported
Hg Y2->Y3 0.344 3.77 0.000 supported
Hg Y2->Y4 0.166 1.59 0.093 not supported
Hio Y3->Y4 0.022 0.28 0.795 not supported
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