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ABSTRACT

Theroleofthetopmanagementcommitmentis inenhancingthecompetitiveadvantagethrough
ERP integration and the purchasing strategy. Data were collected using questionnaires from 49
manufacturingcompaniesdomiciledintheregionofEastJava,Indonesia.PLStechniquewasused
toanalyzethedata.Theresultofthestudyindicatedthattopmanagementcommitmentinfluences
ERPintegrationandthepurchasingstrategy,topmanagementcommitmentinfluencesthecompetitive
advantage,ERP integration affects thepurchasing strategy, andERP integration andpurchasing
strategyinfluencesthecompetitiveadvantage.OneofthemostexcitingfindingsrevealedthatERP
integration and purchasing strategy mediated the influence of top management commitment on
the competitive advantage. Top management influences, directly and indirectly, the competitive
advantage.Thisresultprovidesthemanagerialimplicationthatthemanagementneedstoestablish
anERPintegrationanddefineaproperpurchasingstrategyinenhancingthecompetitiveadvantage
ofthemanufacturingcompany.
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1. INTRodUCTIoN

In the new global economy, many countries have established communities within regional and
worldtradingcooperation.Thecompanyhasnochoiceratherthanpreparingtofacethecompetition
whichintensifiesasaworldandregionaltradingcommunityestablished.Nevertheless,thistrading
communityhasemergedanewopportunityandthreataswellforthecompaniesdomiciledinthe
countrymemberofthecommunity.Amongtheopportunitiesisaccessintothebroaderpotentialmarket
forthefinishedproductandthesourcingofrawmaterialfromoverseas.Similarly,thissituationhas
alsoemergednewthreatsintheformofintensifiedcompetitionbetweentheproductcompetitive
dimensionssuchascost,delivery,andresponsiveness.Thisconstrainthasexposedthecompanytothe
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riskofhighercost,longerleadtime,andlessresponsiveness.Theneedforsupplychainmanagement
practicesbecomeunavoidableasthenetworkofthesupplychainbecomemorecomplexeitherfor
thesourcingofrawmaterialfromoverseasorthedistributionofthefinishedproductabroad.The
companyshouldanticipatethesepotentialrisksandifpossible,createacompetitiveadvantagein
respectofcost,delivery,flexibility,quality,responsiveness,andinventorysystem.

About this condition, recently, researchers have shownan increasing interest in the fieldof
supplychainmanagementinpursuitofhowtoenhancethecompetitiveadvantagefromsupplychain
management.ResearchbyNikookaretal.,(2010)suggestedthattheimplementationofenterprise
resourcesplanning(ERP)enhancesthecompetitivenessofthecompanybecauseERPenablesthe
companytoretrieveappropriatedatainthemannerofreal-timeandaccuratewhich,subsequently,
facilitatestheachievementinthecostsreduction,rightdecisionmaking,bettercustomerresponse,and
theimprovementprocess.TheimplementationofERPprovidestheabilitytoconnectalldepartments
inthecompanyresultinginmoreefficientadministrationandmoreaccuratedataincontrollingthe
company’sinventory.ERPimplementationallowsthecompanytoreducethecostofgoodsorservices
withoutsacrificingthequalitylevel.

Thepurchasingstrategyisonefactorthatimprovesthecompetitiveadvantageofthecompany.
Principally,theprimarygoalofthepurchasingstrategyistoestablishlong-termcooperationwiththe
supplierwithinthescopeassociatedwithnewproductdevelopments,improvingthequalityofservices
andgoods,andsharingofideasthatcanimproveproductinnovation.Thepurchasingstrategyislong-
termplanningtomeetthecompany’smaterialneedsrelatedtotheprocessofevaluatingsuppliers,
selectinganddeterminingsuppliers,determiningmaterialpricesbynegotiatingwithsuppliers,seeking
potentialsuppliersforthecompany(Chiangetal.,2012).Furtherly,inenhancingthecooperation
betweenbothparties,theorganizationneedstodevelopitssuppliersinrespectofflexibility,delivery,
andcostwhicharerequiredtooptimizetheoveralloperationsoftheenterprise.Inthesamesense,
topmanagementshouldencourageanexcellentrelationshipbetweentherelateddepartmentwithin
thecompanywhichcorrelateswiththematerialpurchasingprocessinsupportingtheproduction.
Thisfunctionalrelationshipallowsallrelateddepartmenttoreceivepreciseinformationregarding
theproductspecifications,quantity,anddeliveryschedule.

Topmanagementcommitmentisalsoanotherfactorwhichcanenhancethecompetitiveadvantage.
Leadershiphasanessentialroleindeterminingthesuccessofacompanyinfacingthecompetition.
Theleadershipisdefinedastheabilityofapersontoinfluenceanddirectthegrouporteamheleads
tobeabletoachievegoalsbothonlong-termandshort-term.Theleadershouldhavetheabilityin
managingcorporateresourcesanddeterminingtheappropriatestrategytoadapttoexternalchanges
whicharereflectedbythebusinessstrategy.Aleadershouldalsobeabletofacilitatetheinnovation
oftheproductsorprocesses(Tarigan,2018).TheleadershipisalsoreflectedintheformofTop
managementcommitmentwhichdeterminesthesuccessorfailureoftheERPimplementationin
supportinginnovationactivitywithinthecompany(Leeetal.,2016).

Thosepreviousstudies,sofar,haveprimarilyconcentratedonthreemainconcerns,i.e.,first,the
userofERP(Parketal.,2007;WuandWang,2007;Larsen,2009;Zhuetal.,2010;AjerandHustad,
2015;MatendeandOgao,2013);second,theimplementationofERP(NicolaouandBhattacharya,
2006;Hallikainen,etal.,2009;Hsuetal.,2015;);andthird,ERPinformationquality(Zhouetal.,
2014;Marinagietal.,2015).Moreover,thoseresearcheshavefocusedonlyonthedirectinfluenceof
topmanagementcommitment,ERPintegration,andpurchasingstrategyonthecompetitiveadvantage,
andtothebestofauthorsknowledge,veryfewstudiesthattakeintoaccounttherelationshipofthefour
constructssimultaneously.TthisstudyfillsthegapbyexaminingtheinfluenceofTopmanagement
commitment on the competitive advantage through the mediating role of ERP integration and
purchasingstrategy.Thistopic,consequently,raisessixresearchquestionstobeexaminedwhichare
1)whetherTopmanagementcommitmentaffectstheERPintegration,2)whetherTopmanagement
commitmentaffectspurchasingstrategy,3)whetherERPintegrationhasimpactonthepurchasing
strategy,4)whetherTopmanagementcommitmentaffectscompetitiveadvantage,5)whetherERP
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