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information technology on the operational performance of local television stations in East Java
with service supply chain management practices as the mediator variable and capital owner’s
intervention as the moderator variable. The data of exploratory research was collected through
questionnaires distributed to twenty-nine local televisions stations, selected through saturated
sampling method from a population of local television stations in East Java, and was analyzed
using structural equation modeling. The finding of this study reveals that government regulations
and information technology significantly influence the operational performance of local

television stations with service supply chain management (SCM) practices as the mediator
variable, which means that better government regulations and better information technology are
analogous with the importance for the improvement of local television stations operational
performance. Capital owner intervention weakens service SCM practices on operating
performance and has a direct and immediate effect on reducing the operational performance of
local television stations. The practical implications of this study signify the understanding that
service SCM practices is an important concept in enhancing the operational performance. Capital
owner’s intervention weakens service SCM practices on operating performance of local
television stations.

Service supply chain
management practices
Operational performance
Capital owner
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1. Introduction

Television is a broadcasting technology and as a mass media and network station system from an industrial perspective.
The effectiveness of the use of technology as a medium of coordination or integration between and within organizations
has received much attention, but there are still many that lead to unclear conclusions (Narasimhan and Kim, 2002). Positive
views of Sohal and Lionel, (1993) who examined the influence of the role of information technology on 530 companies in
Australia and found that the use of information technology was positively related to organizational performance. Bender,
(1986); Barua and Lee, (1997) also state that there is a weak relationship between information technology on business
performance. A number of other researchers also state that improving information exchange can have a large influence on
company efficiency and performance (Gustin et al., 1994: Daugherty et al., 1994: Bowersox and Closs 1996; Closs and
Savitskie, 2003). Information technology connects the supply chain partnership, such as manufacturing, retailers,
transportation companies and distributors. (Vaidyanathan, 2005). In addition, information technology has the potential to
not only increase operational efficiency and effectiveness, but is a way to change business competition (MCFarlan and
McKenny, 1983). Porter and Miller (1985) demonstrate thatinformation technology is able to integrate value chain activities
and increase competitive advantage. Benjamin et al. (1984); Cash and Konsynki (1985). Some literature shows that
information technology influences competitive advantage (Bharadwaj, 2000; Santhanam and Hartono, 2003). Moreover,
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the empirical evidence presented (Peng et al., 2015: Li et al., 2005, 2006) shows that the higher the level of SCM practice,
the higher the competitiveness and the higher the performance of the organization. In contrast, research conducted by Mora-
Monge (2007) found that supply chain integration does not affect organizational benefits as measured by business efficiency
and competitiveness.

Issues related to physical movement of goods (tangible products) and information flows and business processes seem to
dominate the empirical basis of supply chain research. Supply chain is widely applied to the manufacturing industry, even
though the service industry is developing and has become the engine of growth in the world economy (Zhang & Chen,
2015). In fact, many manufacturing industries get their revenues from managed service units such as 1BM and GM
companies. So, the supply chain se (SS8C) is a new research topic for academics. This research starts from the research
proposed by Elram which states that SCM is also relevant for services (intangible products) (Ellram et al., 2004). Lindskog
and Wennberg (2002) state that the use of new technology increases the efficiency of the supply chain and improves the
0\&111 performance of the company. Li etal. (2005), Bayraktar (2009), Chin et al. (2004), Harsasi (2014) report that there
is a positive relationship between the use of Information System technology and the level of SCM practices and company
performance. The results of the above research, the researchers view that operating performance will increase if supported
by the practice of SCM and SCM will run smoothly if supported by the role of information technology of local television
broadcasters. Operation performance as the final goal will be achieved. In the operational practices of broadcasters there
are intervention of capital owners as reported by Nugroho et al. (2012a) and Rianto (2007) which state that there is an
influence of capital owner intervention on the operating process and performance ofbroadcasters.

2. Literature Review and Hypothesis
2.1 Government Regulation on Operational Performance

Barth et al. {Ztﬂ) found that government regulations affect operational pcrmancc in commercial banks in developed
countries. The results of research conducted by Shaw et al., 2005. Finding a positive relationship between government
regulation and performance. In contrast to the findings of several other researchers, such as: Chen et al. (2005) found that
the higher the government's interference with a Direct Government-Controlled Company (DGCC) company, the lower the
company's performance. Sun and Tong (2003) also found that government interference had a negative effect on company
performance in the China Exchange.

H,. Influential Government Regulation directly improves operating performance.
22 Information Technology on Operational Performance

Peng et al. (2015), found that only coherent integration of Information Technology capabilitics and the ability of the
company's business processes to improve supply chains can improve company performance. Sohal and Lionel (1993)
examined the effect of the role of information technology on 530 companies in Australia and found that the use of
information technology was positively related to organizational performance. Likewise, with the Bender (1986) study;
Barua and Lee (1997)@10 also stated that there was a weak relationship between information technology and overall
business performance. Empirical research on logistical barriers in China shows that 6 areas of logistics management are
obstacles to strategic alliances: purchasing, transportation services, processing documentation/orders, warehousing services,
inventory control and import/export services. In detail, poor logistics services include a lack of transportation from reliable
shipments, insufficient transportation infrastructure and poor communication infrastructure. These obstacles interfere with
improvements in company performance (Han, 2009). Previous research found that the influence of information technology
capabilities on all performance remains ambiguous. This means that there is not enough research investigation on the
mediation mechanism that connects information technology and performance. The direct influence of specific information
technology capabilities, such as analytical systems with collaboration between companies is under-researched (Rai et al.,
1997, 2006). Likewise, the effectiveness of using technology as a medium for coordination or integration between
organizations has received much attention, but there are still many that lead to less clear conclusions (Narasimhan & Kim,
2002). Some researchers have also stated that improving information exchange can have a large influence on overall
efficiency and performance of the company (Bowersox & Closs, 1996; Close & Savitskie, 2003; Daugherty et al., 1995;
Gustin et al., 1994; Ives & Jarvenpaa, 1991; Jie et al.,2007).

H;. Information technology is capable of acting directly to improve operating performance.

2.3 SCM Service Practices on Operational Performance

Soo (2006) found a significant effect when testing the causal link between SCM practices and company performance.
Further research on SCM practices related to avoiding uncertainty in achieving performance is useful in developing a

framework for linking supply chain integration strategies with competitive strategies to improve company performance. Li
etal. (2006) found that the higher the level of SCM practice, the higher organizational performance. Frohlich and Wesbrook
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(2002) found that supply chain integration improves operational performance, namely delivery time, and transaction costs.
Gonzalez-Benito (2007) found that the practice of SCM affects operational performance in a purchasing perspective.
Harland (1997) found that SCM practices have an impact on supply chain operational performance. This shows that
companies with higher levels of SCM practice have higher levels of operational performance, as in the following hypothesis:

Hs. The SCM service practice is able to improve operating performance.
24 Government Regulations, Information Technology, SCM Service Practices and Operational Performance

Changes in environmental elements including govemnment regulation and information technology have an impact on
operating performance. The impact of the policy can be positive or negative as well as the direction and stability of policy
factors making consideration of comm management in formulating strategies and ultimately impacting performance.
Researchers havmovcn a positive relationship between supply chain collaboration a:l performance (for example:
Rodrigues et al., 2004; Sanders & Premus, 2005; Stank et al., 2001). As for the results of Bayraktar et al., (2009) research
also reported a positive relationship between the use of information systems and technology in SCM practices and company
performance using samples of metal manufacturing industries in Turkey. Research on the use of information technology
systems to support SCM, the results clearly show that the use of new technologies can improve the efficiency of the supply
chain and improve overall company performance (Lindskog and Wennberg, 2002). There is a theoretical basis that there is
a direct influence of information technology on organizational performance, and the practice of service SCM influences
organizational performance, and information technology influences SCM service practices.

H,. The SCM service practice mediates the impact of government regulations on improving operating performance.
Hs. The SCM service practice mediates the effect of information technology in improving operating performance.

2.5 Capital Owner Intervention (COI) Moderating SCM Service Practices to Operational Performance

Owner intervention in terms of programs or broadcast content is carried out directly and indirectly Direct intervention in
the form of program policies and program production, indirect intervention through the placement of certain people and
contracts with third parties to establish program policies and editorials for broadcast programs. This capital owner's
intervention ultimately makes the resulting content not neutral (Rianto, 20 14u, 2010). Nugroho et al. (2012b) found that
the agenda setting is also a scheme in which media owners can intervene on media content. The agenda setting and owner
intervention are usually listed in the media group's financial plan. However, in today's media, the owner himself leads the
meeting to determine the agenda setting; this makes capital interventions and media owners go directly to content
production. This description shows the connection between media companies and their organizational/political interests, as
well as the business imcrcofthcir owners. News production must include the owner's business and polital interests in
the production of content, including public news. All media channels owned by these media groups must have one main
perspective in delivering news, especially news related to the interests of the owner.

He. The lower the Capital Owner Intervention, the higher the influence of Service SCM practices on improving operational
performance.

Operation
Performance

Intervention
of Capital
Owners

Service SCM
Prectices

Fig. 1. Conceptual Framework
3. Research methods
This study was designed using an explanatory research approach with data collection carried out in one stage (one short

study) or in a cross-section. The subjects of this study were local television broadcasters and the research locations were
East Java Province. The population of this study is a local television broadcasting institution in the East Java province. The
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technique of sampling this study using saturated sampling or census. Saturated sampling or census techniques are used with
consideration of the relatively small population of this study, which is as many as 29 local television stations.

To measure the validity and reliability of variable constructs per indicator and per itcra pre-test questionnaire was
conducted to the local television broadcasting manager. Government regulation is defined as a series of actions proposed
by a person, group or government in a particular scope by showing obstacles and opportunities for implementing the
proposed policy in order to achieve certain goals. This variable indicator adopts Klimkiewicz (2010). The obstacles are
content creation, content packaging, content distribution and consumer protection. Turban (2005) states that information
technology is an information system that carries out activities to collect, process, store, and disseminate information for
specific purposes, which include: hardware, software, databases and networks (network). For services supply chain
management Practices, it is defined as activities carried out by organizations to increase management effectiveness towards
their supply chain. It consists of 6 dimensions used to access managers' perceptions of practical use, namely: capacity
management, supplier relationship management, customer relationship management, information flow management,
demand management, cash flow (Elram et al., 2004). Operational performance is defined as the company's perception of
the growth in the level of supply chain integration towards the growth of potential profits. Consisting of delivery time,
process flexibility, cost reduction, product innovation and product quality (Terziovski & Samson, 1999). Lastly, the capital
owner's intervention is defined as the interests of the capital owners of the program content that is broadcast by local
television private broadcasters. The development of contract intervention by capital owners refers to the results of Nugroho's
2012 research and 2014 Praise R. These interests cover two things, namely the owner's political interests as the owner's
image of public opinion of the owner's business. All items were measured with a 5-point Likert scale measurement.

4. Empirical results and discussion

Structural equation modeling with partial least square (PLS) is used to test hypotheses because their abilities explain
independent and dependent multiple. This study used a PLS SEM model and was processed with WarpPLS version 5 to
evaluate the research model. Testing the hypothesis through two stages, namely testing the outer model and testing the inner
model. The outer model test aims to determine the value of the latent variable correlation, cross loadings, validity and
construct reliability and R Square (R2). Inner model testing aims to determine the value of path coefficient, inner T-statistic
model, and total effect value that shows the level of variation in changes in the independent variable on the dependent
variable (Root et al., 2011; Hartono and Abdillah, 2009).

Table 1
Goodness of Fit (GoF) Index
Variahle Communality R*
Government Regulation 0.832 -
Information Technology 0648 -
Service SCM practice 0548 0692
Operational Performance 0.655 0.826
Capital Owner Intervention 0.850 -
Service SCM x Capital Owner Intervention 0.385 -
1 3018 1518
age 0,653 0.759
Goodness of Fit (GoF) Index 0.704

The suitability of the model can also be calculated using the index of goodness of fit. The index of goodness of fit (GoF) is
defined as the geometric mean or root of the average communality and the mean R for all endogenous constructs
(Tenenhaus et al. 2005). The GoF index (Akter et 2011) shows predictive power over the overall model. GoF values
have intervals between O and 1. Hypothesis testing 15 Dased on the results of the PLS SEM model analysis which contains
all the supporting variables of the hypothesis test. The PLS model with the addition of the SCM service variable as a
mediating variable and the intervention of the capital owner as a moderator variable explains that the addition of variables
will contribute additionally as an explanation of operating performance. The hypothesis model is illustrated in Fig. 2. In
this model there is a number of information obtained in the results of the analysis. In accordance with the correlation
coefficient between the variables described in Table 1, the correlation coefficient of government regulation on operating
performance is smaller when compared to the correlation coefficient of information technology on service SCM practices.

Table 2

Path Coefficient Test Results in the Inner Model
Cormrelation Path coefficient Standard Deviation P
Government regulation to operating performance 0.070 0.179 0.350
Information technology to operating performance 0.279 0.161 0.047
SCM service to operating performance 0405 0.151 0.006
Government regulation to service SCM practices 0.340 0.156 0019
Information technology to service SCM practices 0.620 0.136 <(.001
Capital owner intervention to operating performance -0.300 0.160 0.035

Interaction * service interaction to operating performance -0.017 0.184 0464
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L01)

p==0.02
(P=0.46)

5=0.62
(P<.01)

R?=0.69

Fig. 2. Hypothesis Model

This result explains that the role of information technology is more needed to support SCM services. The path coefficient
of information tcchnolon on SCM service of 0.620 is the largest when compared to other path coefficients. Government
regulation on operating performance has a coefficient with a positive direction. ’IB calculation results show that the path
coefficient of 0.070 (p> 0.05) gives a decision that government regulation has no significant effect on operating
performance. The results of this analysis state that the low level of government regulation support will not encourage local
television to improve operating performance. This is in accordance with previous research. Chen et al., (2005) found that
the higher the government's interference with a company (direct Government-Controlled Company), the lower the
company's perfahance. Sun and Tong, (2003) found that government intcrla:ncc through ownership of companies in the
Chinese market had a negative effect on company performance. Thus, the findings of this study are not in line with the
findings of Chen et al. (2005) and Sun and Tong, (2003), namely that government regulation has a negative influence on
the performance of local television oparations.
1
Information technology on operating performance has a coefficient with a positive diraon . The calculation results show
that the path coefficient is 0.620 (p <0.05) givia decision that information technology has a significant effect on operating
performance. The results of this analysis state that the use of information technology in accordeac with current needs will
encourage local television to improve operating performance. Sohal a Lionel (1993) found that the use of information
technology was positively related to operating parformance. Thus, the findings of this study are in line with the findings of
Sohal and Lionel (1993), namclglc use of information technology has a positive influence on improving operating
performance. This finding is also in line with the dings of Wang and Lee (2013) that information technology alliances
and information sharing arnlirccﬂy related and have a positive effect on the performance of supply chain operations.
Service SCM on operating performance has a coefficient with a positive direction.Ee calculation results show that the
path coefficient is 0405 (p <0.05) giving a decision that information technology s a significant effect on operating
performance. The results of this ﬁlysis state that implementing a good SCM service will encourage local television to
im rovcmcrating performance. This finding also supports the findings of Rodrigues et al. (2004); Sanders and Primus,
(20d5); Stank et al.,(2001), that is, there is a positive relationship between supply chain collaboration and performance. But
it contradicts the findings of Landgren et al. (2009); nl is, external integration has no significant effect on company
performance. Government regulation of SCM services has a coefficient with a positive direction. The calculation results
show that the path coefficient is 0.340 (p <0.05) giving a decision that government regulation has a significant effect on the
SCM service. The results of this analysis state that government regulations will provide a positive boost to local television
to improve SCM services. The findings of this study are in accordance with the E-S-P (Environment-Strategy-Performance)
concept, that government regulation and service SCM practices have a relationship with operating performance. This finding
isalso in line with the findings of Lindgreen et al. (2009) namely, the implementation of high supply chain integration can
improve operating performance. The difference between this research and previous research is to place service SCM as a
strategy as a mediation of government regulations on operating performance. Another difference is the measurement of
SCM service practices using special SCM measurements in the service industry developed by Elram et al. (2004).
1

Information technology for SCM services ﬁe a coefficient with a positive direction. The calculation results show that the
path coefficient is0.620 (p <0.05) giving a decision that information technology has a significant effect on the SCM service.
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The results of this analysis state that the use of information technology in accordance with curmrent needs will encourage
local television to improve SCM services. The findings of this study are in accordance with the concept of E-S-P
(Environment-Strategy-Performance), that the technological environment and service practices of SCM have a relationship
with operating performance. This finding is also in line with the findings of Lindgreen et al. (2009) namely, the
implementation of high supply chain integration can improve operating performance and Li et al., (2004); Bayraktar et al.
(2009); Harsasi M. (2014); Peng et al. (2015), namely there is a positive and strong correlation between the direct
relationship between the use of information technology systems in SCM practices and operational performance.
1

The intervention of capital owners to operating performance has a coefficient with a negative direction. The calcunnn
results show that the path coefficient of -0.300 (p <0.05) gives a decision that the intervention of capital owners has a
significant effect on operating performance. The results of this analysis state that the |ﬂl intervention of capital owners in
the company will hamper local television in improving operating performance. These findings are in line with the findings
of Nugroho etal. (2012) and Rianto (2014) that is, the intervention of capital owners has a negative effect on local television
content in media pluralism. In contrast to Nugroho et al. (2012) and Rianto (2014) conducted qualitatively by informants
are business actors on national television, while this research was conducted with different samples and rcnmdcnts, namely
on local television. The interaction of service SCM with the intervention of capital owners on operating performance has a
coefficient with a negative direction. The calculation results show that the path cxaﬁcicnt of -0.017 (p> 0.05) gives a
decision that the interaction of SCM service with the intervention of capital owners has no significant effect on operating
performance. The results of this analysis state that the high intervention of capital owners on local television tends to inhibit
local television in improving operating performance. The results of the calculation show that the inncmodcl Rm?2 value is
0.946 which means that the research model has a high model match. The accuracy of the model of 94.6% explained that the
contribution of the model to explain the structural relationship of the five variables studied was 94.6% and the remainder
was explained by other variables not involved in the model.

5. Conclusions

Based on the results of the discussion and research findings, several conclusions of this research can be presented as
follows. Government regulations provide a low impetus to improving the performance of local television operations. The
most important push is content creation. These results indicate that the greater the restrictions on government regulations,
especially the creation of television show content, will improve the performance of local television operations. The use of
high technology can improve operating performance . These results indicate that the use of high technology, especially high
networks will produce better performance, especially productinnovation performance of local television operations. Service
SCM practices improve operating performance. These results indicate that good service SCM practices, especially supplier
relationship management, improve the performance of local television. Service SCM practices as a mediation between
government regulation and operating performance can provide an important and real role in supporting the improvement in
the performance of local television operations in East Java. The limitation of this study is that govemment regulations on
content control have not included government regulations on network stations and the object of research on local television
in East Java with local television manager respondents thus limiting the ability to generalize the findings of this study on
local television in other regions. The analysis of this study is based on surveys in the presentation of relationship analysis
in a certain period. Since the existence of the stations is dynamic, further studies that assess the changes in the linkages
among variables analyzed in this study are needed. Based on the results of this study it can be suggested for future
researchers. This research still does not include local culture as an approach to the local community, which is a
distinctiveness and strength of the competitiveness of local television. Future research should discuss local television
collaboration with national television, add innovation strategies, and broader locations as research objects.
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