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Abstract
This research aims to identify the impact of supply chain management to company
performance and advantage of roll-forming light steel manufacture company in East
Java. The data collection was done by submitting list of questions. The data was
analyzed using path analysis. This research elaborates supply chain management
variable (X1), company performance variable (Y1), and competitive advantage (Y2).
Results of the path analysis show that there are 3 positive and significant hypotheses.
The first hypothesis is that supply chain management brings significant impact to
company performance. The second hypothesis is that supply chain management
brings significant impact to competitive advantage, and the third hypothesis is that
competitive advantage brings significant impact company performance. VAF (Variance
Accounted For) score for intermediary variable tends to be partial mediation.
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1. Introduction

When global warming and go green socialization is trending, the country starts to ban
the use of wood material without evident profit. Societies, who previously use wood
material for roof truss, now start switching to steel material. The shift use of steel material
has brought impact to the development of construction science and technology. The
use of easel frame and roof, from wood to light steel, increases the number of steel
industry significantly. The increasing steel consumption is seen as a big chance for
steel industry person to develop their business, in line with the growth target of steel
consumption in Indonesia. In order to make steel company work along with growth steel
consumption in Indonesia, business doer must be able to pay attention to resource
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management strategies and to maintain the existence of strategy represented in sup-
ply chain management. Supply chain is an integrated process in which material and
information flow is distributed within and between several entities including suppliers,
manufacturers, distributors, retailers and customers. The main purpose of supply chain
management is to meet customer requests more efficiently. Some light steel companies
facing obstacles in their supply chain process, such as raw material scarcity, distribution
delay, and price increase. These obstacles causing late production and distribution
process, so a company needs choose right suppliers that provide good price and good
quality with right delivery schedule. Choosing the right suppliers can keep company
performance seen which can be seen from the sales, if there is any delay or out of stock,
it can lose sales or lose the opportunity to get customers. This will worsen the company
performance. Performance is a benchmark of company or individual work. (9, Hasibuan
(2001: 34) Performance (work performance) is a result of work achieved by someone
in carrying out his tasks based on his skills, experience, seriousness, and working
time. Company performance can be seen from the profits earned, targets achievement,
growth, innovation, and asset returns. In managing company performance both finan-
cially or operational, companies must also be able to maintain good relationship with
suppliers and customers to be able to exchange information between customer needs
and availability of goods to suppliers.

Companies must maintain intensive communication with suppliers and customers,
approach both suppliers and customers personally. This is done to gain trust from
suppliers and customers in order to establish good relationship so that supply chain
management not only can improve company performance but also improve company's
competitive advantage. Competitive advantage in light steel industry can be achieved
if the chain from raw materials to consumers is well-managed in value and cost. To
achieve competitive advantage, information strategies are needed. According to (19,
Yaqoub (2012) Information sharing is the intensity and capacity of companies in their
interactions to share information with partners in relation to joint business strategies.

(14, Prabusankar (2017) wrote a paper entitled Impact of Supply Chain Management
Practices on Competitive Advantage of Small Manufacturing Firms in Coimbatore Dis-
trict. He did a quantitative research which resulted supply chain management using
strategic supplier partnership, information quality, internal lean practice, information
sharing, and customer relationship has positive and significant influence to competitive
advantage of small manufacturing companies.

(5, Dwiyanto (2013) An Analysis of Supply Chain Management Impact to Company
Performance, a study of small and medium industries of Padang, West Sumatra typical
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processed-food. Based on the research results, variables in this research, which include
information sharing, long term relationship, cooperation, and process integration give
positive and significant impact to supply chain management practice of company per-
formance.

(4, Doung and Nguyen (2018) wrote a paper entitled The Impact of Supply Chain
Management, Competitive Advantage to Company Performance. Results of the study
show that supply chain management and competitive advantage give positive and
significant impact to company performance.

Supply chain management is a whole integrated task of coordination flow to comply
customer needs by improving advantage of the whole supply chain system (1, Adebayo,
2012). According to (16, Russell and Bernard (2006:12), supply chain management
focuses on integrating and managing the flow of goods and service through supply
chain in order to be responsive to customer needs and to press total cost. Right supplier
is not only that can provide good material with good price in the nick of time, but also
give optimal service for being responsive and delivering good communication and
information (18, Yoserizal and Singgih, 2012: 75).

According to Li et al. (2006), in integrated supply chain, there are indicators which
include strategic supplier partnership, customer relationship, and information sharing.

(3, David and Simon (2011) stated that competitive advantage is a capacity of an
organization to create and keep the competition over their competitors. (2, Attiany
(2014) stated that to establish sustainable competitive advantage, a company must
have differentiated product from their competitors, without putting aside product use
and suitability to the customers.

Some indicators to score a company's competitive advantage, according to (12, Li
et al. (2006), scoring company competitive advantage can be done using indicators;
price, quality, delivery dependability, product innovation, and time to market.

(13, Mutia (2009) defined performance as the work result which can be achieved
by someone or by a group of people in a company based on their authorities and
responsibilities in order to achieve the company goals.

Some indicators to score company performance which commonly used in empirical
research are financial performance, operational performance, and market-based per-
formance (11, Jahanshahi, 2012).
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2. Methods

Data in this study was collected using questionnaires. Variables were measured using
Likert scale with range 1-5 from very strongly disagree to strongly agree. The population
of this research is 41 light steel roll-forming companies, each of which has suppliers,
light steel production, customers, and distribution channel. The research took place at
light steel roll- forming manufacturing companies in several cities of East Java includ-
ing Surabaya, Gresik, Malang, Lamongan, Mojokerto, Magetan, Banyuwangi, Madiun,
Sidoarjo, and Bojonegoro.

In this study, there are 3variables; supply chain management (X1), company perfor-
mance (Y1), and competitive advantage (Y2) as mediator. Some hypotheses will be
further tested. The analysis model can be seen as follows:

Figure 1: Hypothesis Framework (Source: edited author 2019).

Based on the background, research questions, and the previous research that has
been mentioned above, the hypothesis proposed in this study are as follows:

H1: Supply chain management is significant to company performance of Light Steel
Roll-forming Manufacture Company in East Java

H2: Supply chain management is significant to competitive advantage of Light Steel
Roll-forming Manufacture Company in East Java

H3: Competitive advantage is significant to company performance of Light Steel Roll-
forming Manufacture Company in East Java

The research was carried out from June 2018 to January 2019. The analytical method
used in this research is path analysis method, to analyze correlation pattern between
variables. The model is implemented to find out the direct or indirect impact of a set of
independent variables to dependent variables (17, Sani and Maharani 2013: 74). Validity
test is an index that shows the measuring instrument really measures what needs to
be measured. The instrument used to assess the validity test is the Pearson correlation
test instrument. Reliability is tested using Cronbach Alpha, if the score of Cronbach
Alpha is >0.60, then the question is reliable. Hypotheses are tested using F test and
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t test. Test F, according to (8, Gujarati (2003: 257), is used to measure the goodness
of fit of regression equality or to find out if all independent variables in the equation
affect the dependent variable. If the significance score in F test is <0.05, it can be
concluded that the independent variables simultaneously give significant impact to the
dependent variable. T test hypothesis testing is a significance test to find out if there is
any correlation between these variables (15, Priyatno, 2012: 109). The significance score
in the t test is <0.05.

3. Results

3.1. Validity and Reliability Test

Based on the item analysis test of supply chain management variable (X1), Company
Performance (Y1), and Competitive Advantage (Y2), it can be seen that the significant
score of Pearson Correlation per indicator is <0.05. Thus, the validity test on this
indicator is valid. The reliability test of Cronbach alpha score to all variables in this
study is > 0.60, in which the alpha score between Supply Chain Management variable
is 0.895, greater than that between competitive advantage variable which only reaches
0.858. The Cronbach alpha score for Company performance is 0.879. From the results
of reliability test, it can be inferred that the measurement instrument used in this study
is reliable.

3.2. Regression Analysis

𝑌2 = 𝜌2𝑋1

Model Unstandardized Coefficients Standardized
Coefficients

t Sig.

B Std. Error Beta

(Constant) 1.423 .479 .663 2.969 .005

Supply Chain
Management

.679 .123 5.534 .000

𝑌2 = 0.663𝑋1
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The standardized supply chain management beta score of 0.663 is the path score or
(ρ2) and is significant at 0,000 which means that supply chain management is signif-
icantly affect positively competitive advantage. The higher supply chain management
score is, the higher the competitive advantage score be.

𝑌1 = 𝜌1𝑋1 + 𝜌3𝑌2

Model Unstandardized Coefficients Standardized
Coefficients

t Sig.

B Std. Error Beta

1 (Constant) .472 .473 .997 .325

Supply Chain
Management

.497 .146 .455 3.402 .002

Competitive
Advantage

.434 .143 .407 3.041 .004

𝑌1 = 0.455𝑋1 + 0.407𝑌2

The standardized competitive advantage beta score of 0,455 is the path score or
(ρ1) and is significant at 0,002 < sig. 0.05 which means that supply chain manage-
ment is significantly affect positively competitive advantage. The higher supply chain
management score is, the higher company performance score be.

While the standardized competitive advantage beta score of 0,455 is the path score
or (ρ3) and is significant at 0,004 < sig. 0.05 which means that competitive advantage is
significantly affect positively company performance. The higher competitive advantage
score is, the higher company performance score be.

3.3. Hypothesis Test

3.3.1. t Test

At the first equation of sig score, the t-statistics variable is <0.05 so the null hypothesis
of the study is declined. In other words, the independent variable of supply chain man-
agement is partially affect competitive advantage significantly. At the second equation
of sig score. T- statistics of the two variables are 0.002 and 0.004; each is <0.05 so the
null hypothesis of the study is declined. Thus, it can be concluded that independent
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variables of supply chain management and competitive advantage are partially affect
company performance significantly.

3.3.2. F test

At the first equation of sig score, F statistic on supply chain management regression
to competitive advantage is 0,000. With 95% level of assurance (α = 0.05), hypoth-
esis is declined because of the sig score of F-statistic <α. Therefore, supply chain
management variable affect competitive advantage positively and significantly. At the
second equation, F statistics on supply chain management regression and competitive
advantage to company performance is 0,000. With 95% level of assurance (α = 0.05),
research hypothesis is declined because of the sig score F-statistic <α. Thus, it can be
concluded that the supply chain management variable and advantage affect company
performance positively and significantly.

3.3.3. Coefficient of Determination (R2)

The first equation of analysis results shows that R2 coefficient score is 0.440, which
means that supply chain management variable explains 44% variability of competitive
advantage variable. The remaining 56% is explained by other variables which are not
tested by this research. Second equation of analysis results shows that R2 coefficient
price is 0.619. It can be concluded that Supply Chain Management and competitive
advantage variables can explain variability of 61.9% company performance variable,
while the remaining 38.1% is explained by other variables which are not tested by this
research.

3.4. Direct-Indirect Effect

1. Direct Effect of supply chain management to company performance

𝑋1→𝑌1 = 𝑝1 = 0, 455

(2) Indirect effect of supply chain management to company performance through
competitive advantage

𝑋1←𝑌2→𝑌1 = 𝑝2𝑥𝑝3 = 0, 663𝑥0, 407 = 0, 269
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(3) Total effect of supply chain management to copany performance and compet-
itive advantage

Total X1Y2Y1 = p1 + (p2 x p3) = 0.455 + (0,663 x 0,407) = 0.725

(4) VAF score = indirect effect / total effect. ( Joseph et al., 2016)

=(p2 x p3) / (p1 + (p2 x p3))

= 0,269 / 0.725

= 0.371

4. Discussion

From the calculation of the effect between paths, it can be seen that the direct effect
of supply chain management to company performance is 0.455. The indirect effect of
supply chain management to company performance through competitive advantage
is 0.269. In path analysis model, the significance intervening variable score can be
measured using VAF calculation method. Based on VAF calculation result of 0.371 or
37.1%, it can be concluded that competitive advantage as an intermediary variable is
partial mediation.

4.1. The Impact of Supply Chain Management to Company Perfor-
mance

Results of data analysis show that supply chain management affect company perfor-
mance positively and significantly with t sig. score 0.002 (<0.05). It means that the
better the supply chain management is, the better company performance is. Supply
chain management which scored using three indicators; strategic supplier partnerships,
customer relationship, and information sharing has significant role on company perfor-
mance of light steel roll-forming manufacture company in East Java. According to (10,
Heizer and Barry (2005), companies need to consider supply chain issues to ensure
that the supply chain can support company's strategy. If the management operation
function supports company's strategy, then the supply chain can be designed to support
management operation strategies. This result is in line with the research done by (4,
Doung and Nguyen, (2018) which stated that supply chain management affect company
performance positively.
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4.2. The Impact of of Supply Chain Management to Competitive
Advantage

Results of data analysis show that supply chain management affect competitive advan-
tage positively and significantly with t sig. score 0,000 (<0.05). It means that the
better supply chain management performance is, the better competitive advantage
of East Java, Indonesia light steel roll-forming manufacturing company is. Supply chain
management is measured using three indicators: strategic supplier partnership, cus-
tomer relationship, and information sharing. This result is in line with the research
conducted by (14, Prabusankar (2017) which stated that supply chain management affect
company's competitive advantage significantly. Competitive advantage can be seen
from the cheaper price, better quality, and faster delivery time. Companies that have
competitive advantage can bring company performance to a higher level and create
customer satisfaction and loyalty. Competitive advantage according to (7, Goyal and
Cardenas-Barron, 2001) is the ability of one company to earn economic profits above
their competitors' profit of market in the same industry.

4.3. The Impact of Competitive Advantages to Company Perfor-
mance

Results of data analysis shows that competitive advantage affect company performance
positively and significantly with t sig. score 0.004 (<0.05). It means that the better
company competitive advantage is, the better company performance is. Competitive
advantage is measured using five indicators including: price, quality, delivery depend-
ability, product innovation and time to market, each of which has important role for
East Java light steel roll- forming manufacture companies. This result is in line with the
research done by (4, Doung and Nguyen (2018) which said that competitive advantage
has a positive impact on organizational performance. Organizational performance is the
real result or output produced by an organization which then measured and compared
with the output or expected output (11, Jahanshahi, et al., 2012). Sustainable competitive
advantage is where the organization heading, not as the final goal, as a tool to achieve
organizational performance which resulted to relatively high profits (6, Ferdinand, 2003).
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5. Conclusion

Based on the elaborated research above, it can be inferred that: 1) Supply chain man-
agement is significantly affected company performance of light steel roll-forming man-
ufacture companies in East Java. 2) Supply chain management is significantly affected
competitive advantage of light steel roll-forming manufacture companies in East Java.
3) Competitive advantage is significantly affected company performance of light steel
roll-forming manufacture companies in East Java.

Research Limitation

There are limit in this research which including the objection of some companies to
provide their company performance record for initial survey purpose. The researcher
also have limitation to adjust the schedule of company visit in different cities.

Recommendations

For Further Research: 1) The upcoming research is expected to expand the research
by observing manufacture, service, and retail industries which have applied supply
chain management practice formally. 2) The upcoming research is expected to observe
respondents from East Java outside so they can do benchmarking and the research
result will be more exact. 3) On the upcoming research, the researcher can use other
instrument such as using SEM (Structural Equation Modeling) method to calculate the
data.

For Companies: The companies are suggested to improve their supply chain perfor-
mance in order to make their company performance and competitive advantage better.
Companies can use indicators from this research variables, for example indicators
of supply chain management variable are strategic supplier partnership, customer
relationship, and information sharing. One thing that the companies can do is by
applying information sharing management to coordinate supply chain members. By
using information technology, they can manage fast-moving information to provide
customers the best service.
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