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CHAPTER I 

INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

Nowadays, business is more challenging, and many companies 

increase their focus on creating the best value to the targeted 

customer. The center of business concern is to provide valuable 

products or services which can meet the customer’s need. Companies 

are faced with challenges as they strive to compete in today’s dynamic 

markets. To remain competitive, companies must recognize the 

importance of supply chain practices that not only improve their own 

performances, but also create values by means of optimizing customer 

satisfaction and helping to significantly improve the overall 

performance of a business. It is essential for company to aware of all 

the essential components of supply chain management, and to 

understand the impact that it might use on the overall efficiency of the 

organisation. The understanding and practicing of supply chain 

management has  become an essential prerequisite for staying 

competitive and for enhancing profitably. Supply chain management 

is the strategic coordination of the business functions and tactics 

across these businesses functions within a particular organization and 

across businesses within the supply chain for the purposes of 

improving the long-term performance of the individual organizations 

and the supply chain as a whole. Supply chain needs to be considered 

in any product and sales strategy to provide products and services to 

customer. 

Supply chain integration comprises a set of firm’s activities 

tailored to fostering its relationships with suppliers and customers. 

These are designed to harmonize supply chain activities with suppliers 

and enhance customer satisfaction through offering products. 

Managing supply chain calls for a need on the part of a firm to engage 
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with its suppliers and customers in a productive relationship that will 

add value to the firm objectives. Companies increasingly seek to 

create competencies through entering and cementing their 

relationships with suppliers and customers as these result into supply 

chain excellence. The objectives of supply chain consistently achieve 

high performance and profitability benefiting all the parties in the 

supply chain. Supply chain management practices play an important 

role in increasing customer satisfaction. Supply chain management 

means that management of chains of supplies and the purpose of 

supply chain management is value addition. Almost all the firms try to 

make supply chains as a core competence to get competitive edge. 

Supply chain management exist in different forms in organization 

which depends on its level of integration. The firm is influenced by 

supply chain management policies on firm’s performance. The 

participants in the supply chain management of an organization have 

altogether different experience on different performance levels. 

Entrepreneurial supply chain creates connection among customers and 

suppliers based on innovative ideas.  

According to Noraini and Saifudin in Sabry (2015, p.252), 

“supply chain management is one of important variable in measuring 

the performance. There is a positive and strong relationship between 

supply chain management and performance to coordinate the flow of 

material from supplier to customer throughout the value stream”. 

Supply chain Management  entails managing a network of 

interconnected businesses involved in the ultimate provision of 

products and services or service packages required by the end users. 

Supply Chain Management practices are increasingly becoming an 

important feature in the attainment of competitive advantage in most 

service organizations in the global markets today. It is a network 

consists of all parties involved directly or indirectly which includes 

manufacturer, supplier, retailer, customer and so forth, in producing 
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and delivering products or services to ultimate customers both in 

upstream and downstream sides  through physical distribution, flow of 

information and finances. There is need to know how entrepreneurial 

supply chain competences effect the supply chain management 

decisions and strategies as well as the overall performance of an 

organization. The main focus of supply chain management is to 

provide right product to the right customers at the right cost, right 

time, right quality and right quantity. Meanwhile, the short-term 

strategic goal of supply chain management is to reduce cycle time and 

inventory and thus increasing productivity whereas the long-term goal 

is to enhance profits. Quantified benefits of supply chain management 

include lower supply chain costs, overall productivity, inventory 

reduction, forecast accuracy and delivery performance. 

The research is done in PT Surya Mas Abadi Makmur as the 

company that is engaged in printing of newspaper and magazine. The 

company wants to increase the sales from year to year. Therefore, the 

company should increase of number of customer in order to increase 

the amount of sales. The numbers of customer in year 2014-2016 are 

as follows: 

Table 1.1 The Number of Customer In Year 2014-2016 

Year Number of Customer 

2014 252 

2015 238 

2016 216 

Source : PT Surya Mas Abadi Makmur (2018) 

The company cannot improve business performance either 

such as increasing the profit, product and service quality. The 

dissatisfied customer prefer to make transaction with other companies. 

It can be occurred because of many factors. One of the factors is 

supply chain. The increasing of stock shows the inefficient of 

inventory management, production activities and coordination 

between company with customer and supplier. The company doesn’t 

conduct quick delivering of product to customer either with result that 
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the customer cannot get the product timely. The company doesn’t 

build good and effective communication system with customer such 

as using computer information system, adding communication 

equipment and improving the performance of customer service.  

The weakness in supply chain strategy is because the company 

doesn’t consider customer’s need. Without considering the feedback 

from the customer, the company doesn’t improve the product quality 

and good inventory management. The company doesn’t make good 

coordination with supplier and customer in order that production and 

delivering activities of product can be done quickly with low cost. The 

relationship between company and customer also isn’t in strong 

relationship for long term relationship. It can be seen that the company 

doesn’t try to make friendly approach to customer with good 

coordination and relationship such as visiting the customer, 

conducting attractive approach to customer regularly and giving high 

and friendly response when the customer make order.   

The company doesn’t record the customer’s order and demand 

accurately and completely in order that the company cannot use the 

information to conduct business activities properly for increasing the 

customer satisfaction. The information system and coordination 

between department in the company isn’t good to fulfill the 

customer’s order. The company should make good coordination of 

activities in the company for delivering the product quickly. This 

coordination and relationship is important as part of supply chain 

strategy. The company doesn’t have commitment to provide product 

with good supply chain strategy such as availability of stock, quick 

delivering of product and accurate service to customer. The company 

should give trust to customer that the company is reliable in providing 

good according to customer’s need and expectation. Company does 

not make good coordination to transportation company. Besides that, 

the company does not have sufficient product either to fulfill the 
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demand from customer. The company cannot make good planning 

either in determining accurate the amount of the product in accordance 

with customer’s demand. The company doesn’t make good 

collaboration and coordination with supplier in providing the raw 

material quickly in printing activities.  

Based on description above, the writer wants to conduct the 

research with title “The Impact of Supply Chain on Business 

Performance at PT Surya Mas Abadi Makmur”. 

  

1.2 PROBLEM LIMITATION 

The writer determines problem limitation on supply chain as 

independent variable with the indicator supply integration, internal 

integration, customer integration, information sharing, and 

postponement and business performance as dependent variable with 

the indicator adaptive, leadership, management and technical. The 

research is done at PT Surya Mas Abadi Makmur at Jl P Solor 

Kawasan Industri Medan II, Mabar, Medan.  

 

1.3 PROBLEM FORMULATION 

Based on the background study above, the writer can take 

problem formulation as follows :  

1. How is the supply chain toward to PT Surya Mas 

Abadi Makmur? 

2. How is business performance toward to PT Surya Mas 

Abadi Makmur? 

3. Does the supply chain have an impact on business 

performance at PT Surya Mas Abadi Makmur? 
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1.4 OBJECTIVE OF THE RESEARCH 

The purposes in doing this research are as follows : 

1. to understand the supply chain toward to PT Surya 

Mas Abadi Makmur,  

2. to know business performance toward to PT Surya 

Mas Abadi Makmur, and  

3. to know whether there is the impact of supply chain on 

business performance at PT Surya Mas Abadi 

Makmur. 

 

1.5 BENEFIT OF THE RESEARCH 

  The benefits from conducting this research are as follows: 

 

1.5.1 THEORETICAL BENEFIT 

This research can give benefit for developing the 

entrepreneurship theory especially supply chain and business 

performance. 

 

1.5.2  PRACTICAL BENEFIT 

1. For the company, this research can give recommendation to 

company in improving business with supply chain. 

2. For writer, this research can increase the writer’s knowledge in 

entrepreneurship especially supply chain and business 

performance. 

3. For other researcher, this research can be used as reference to 

next research that related with this research topic.  
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1.6 SYSTEMS OF WRITING 

 The systems of writing in this skripsi will be as follows : 

 Chapter I :  Introduction 

In this chapter, the writer describes about the 

background of the study, problem limitation, problem 

formulation, objective of the research, benefit of 

research and systems of writing. 

 Chapter II :  Literative Review and Hypothesis Development 

In this chapter, the writer describes some theories that 

are related to the topic of the study, such as definition 

of supply chain, objectives of supply chain, supply 

chain strategy integration, capabilities in supply chain, 

logistic function in supply chain strategy, indicator of 

supply chain, definition of business performance, the 

way increasing business performance and indicator of 

business performance. The writer presents previous 

research, develops hypothesis, makes research model 

and framework of thinking. 

 Chapter III : Research Methodology 

In this chapter, the writer explains the research design, 

population and sample, data collection method, 

operational variable definition and variable 

measurement and data analysis method. 

 Chapter IV : Data Analysis and Discussion 

This chapter consists of general view of research 

object, data analysis and discussion. 

 Chapter V : Conclusion 

This chapter contains the conclusion, the implication 

and recommendation of this research.  

 


