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Abstract:

The key to the success of the company in this dynamic era is innovation capability and absorptive capacity. There is a
paucity of research that links these two things with supply chain integration, especially for MSMEs. This study aims to
analyze the relationship between innovation capability, absorptive capacity and supply chain integration in improving
the performance of MSMEs in the creative industry of Yogyakarta Indonesia. The empirical test, which used a sample of
135 managers of the creative industry MSMEs in Yogyakarta supports most of the hypotheses in the study. The study
conducted structural equation modeling to test the proposed relationship. The results demonstrate that innovation
capability has a significant influence on supply chain integration and the performance of MSMEs. And supply chain
integration has significant role on performance of MSMEs. The results of this study are expected to be able to contribute
to SME managers both owners and the government in improving the performance of creative industry MSMEs in
Yogyakarta.

1. Introduction

Creative Economy is one of the sectors that is expected to be able to become a new power of the national economy in
the future, along with the condition of natural resources that are increasingly degraded each year. Indonesian creative
economy statistical data in 2016 states that from 2010 to 2015, the magnitude of the Gross Domestic Product (GDP) of the
creative economy has increased by an average of 10.14% annually, from Rp. 525.96 trillion to Rp. 852.24 trillion. This
value contributes to the national economy of 7.38% to 7.66% which is dominated by three subsectors including: Culinary
4°, 69%, fashion 18.15% and craft 15.70% (Bekraf, & BPS, 2017)

From the several creative economy industries in Indonesia, the main support for its growth is from MMSMEs
(Bekraf & BPS, 2017). MMSMES together with the community can grow the economy in the country, in accordance with the
objectives of MMSMES in Article 3 of the Constitution no. 20 of 2008 which states that "Micro, Small and Medium
Enterprises aim to grow and develop their businesses in the context of building a national economy based on a just
economic democracy". MMSMEs also have the right empowerment goals as stipulated in article 5 law no. 20 of 2008
namely "realizing the structure of the national economy that is balanced, developed, and fair; grow and develop the
capability of Micro, Small and Medium Enterprises into a tough and independent business; and increasing the role of
Micro, Small and Medium Enterprises in regional development, job creation, income distribution, economic growth, and
alleviating people from poverty .

One of the centers of MMSMES engaged in the creative economy industry is the pottery industry in Kasongan,
Bantul, Yogyakarta. Kasongan is indeed famous for its pottery products for a long time. About 95% of the population of
Kasongan profession as pottery artisans. Under these conditions, improving the performance of MMSMEs in Kasongan can
increase the welfare of the Kasongan community. However, in this dynamic era, competition is becoming more complex,
especially from online sales, prices that are inferior to competitors because of a lack of integration with suppliers is also an
obstacle in improving the performance of MMSMEs in Kasongan, Bantul.

Rapid technological advances and high levels of competition require companies to continuously innovate products
that will ultimately improve company performance. Performance is the main key to survive in the global era. Many factors
determine a company's performance, one of which is innovation. Rapid technological progress and high levels of
competition demand continuous innovation, which in turn will improve business performance. Product innovation is one
of the effects of rapid technological change and high product variation will determine organizational performance
(Gebrekidan, Awuah, & lddris, 2014).

Businesses are expected to be able to change their profit-oriented life culture into customer-oriented so that long-
term profitable cooperation is formed. Although businesses have grown, they still need support from various parties, so
that they have a major contribution to economic development. The problem faced at this time is the weak ability of human
resources, especially creativity and capability of innovation, so that the impact on the weak competitive advantage and
performance of their businesses (Desbarats, 1999).

Innovative organizations have the ability to improve individual and organizational performance, increase
competitive advantage (Lii & Kuo, 2016). In addition to improving the performance of innovation companies can also
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improve supply chain management in the company, specifically related to integration in the supply chain. Khalfan and
Demott (2016) state that innovation can improve supply chain integration. This was also supported by Lii & Kuo, (2016)
and Seo, Dinwoodie, & Kwak (2014).

In addition to innovation, in this modern era information is an important factor in running a business. Therefore the
company must have the ability to absorb good information or called absorptive capacity. Absorptive capacity is the
company's ability to gather information from outside which can then be used for the benefit of the company's innovation
development. Dobrzykowski (2015) examines how absorptive capacity mediates the relationship between responsive
strategy and company performance, then results in that absorptive capacity is able to moderate and significantly influence
company performance.

Likewise, with Tavani (2013) also states that absorptive capacity as measured by aspects of knowledge of workers
and managers as well as networks and communication climate can provide a significant influence on company
performance. Different from previous researchers Li and Zhang (2016) stated that in addition to influencing company
performance, absorptive capacity also had a significant influence on the company's supply chain which was an important
factor in the company's sustainability.

In some literature, it is mentioned that supply chain management is an important factor in a company. But an
interesting and more needed issue in this dynamic era is how companies are able to create supply chain integrity. Supply
chain integration is a practice that is implemented by companies in building strategic collaboration within and outside the
ownership and range of control of the company (Ali, Zhan, & Nature, 2017). Flynn (2010) explained that supply chain
integration has three elements, namely integration between suppliers, consumers and internal company. In his research
Flynn stated that supply chain integration can improve company performance.

Therefore this study aims to analyze how the relationship between innovation ability, absorptive capacity on the
performance of Kasongan MSME in Bantul and how supply chain integrity can moderate the relationship between
innovation ability, absorptive capacity on the performance of Kasongan MSME in Bantul.

2. Literature Review

2.1. Innovation Capability and Supply Chain Integration

Innovation is the creation of new combinations, which can be "new products, new technologies for existing
applications, new technology applications, the development or opening of new markets, or the introduction of new
organizational forms or strategies to improve results (Ferrer 2011) while Liao and Lii (2018) defines innovation capability
as the ability not only to identify and create new value but to assimilate initiatives back into existing processes and
operations. In this study, we argue that the ability of innovation refers to the ability of companies to efficiently and
effectively launch new products in response to changes in the business environment.

Iddris (2014) analyzes innovation capability using the dimensions of cloud computing, trust and open innovation.
The research seeks a relationship between innovation capability and supply chain agility that has an integrated dimension,
and results in the development and interaction of trust with cloud computing and open innovation which is very important
in the process of developing innovation capabilities. The process of developing innovation capabilities with cloud
computing, trust, and open innovation will affect the agility of the company, which leads to the company's competitiveness.

The importance of innovation is also supported by Desbarats (1999) who conducts qualitative research and
produces that to survive and achieve high margins, producers need more than just innovation, they need good innovation.
Internal and external commercial relationships along the supply chain of innovation need to be carried out based on
commercial partnerships, with the same emphasis on short-term and long-term goals. Then Idrris (2016) re-analyzes the
relationship between innovation and supply chain and finds that the dimensions of innovation capability are embedded in
the company's supply chain, the focus company will be in a better position to respond quickly to the needs and desires of
customers currently in the market by innovating.

Whereas Khalfan (2016) states in more detail that innovation can create integration in supply chain management,
this research offers transferable learning opportunities and motivation for other construction company staff who want to
promote integration in their supply chains through innovative procurement routes. Different from several other studies
Liao (2018) states that innovation can be created from good competence in supply chain management. Liao emphasized
that organizations must consider joint efforts to develop internal collaboration, supply network flexibility, and supplier
operational capabilities as a package to create innovation capabilities.

More broadly Lii (2016) found that innovation can have an influence on supply chain integration and supply chain
integration on the company's competitive ability and performance. Lii emphasized that the orientation of innovation
affects the integration of supply chains and company performance. Drawing from previous studies of resource dependency
theory, this study shows how innovation orientation helps companies in integrating their supply chains and realizing the
potential of supply chain management mechanisms.

Lii's statement was supported by Dinwoodie (2014) who also supported the role of innovation in supply chain
integration (SCI) and stated that innovation in the supply chain had a positive impact on SCI and SCP. However, the direct
impact of innovation on SCP disappears when the model informs SCI as a mediator. Specifically, internal and supplier
integration fully mediates the innovation-SCP relationship, whereas customer integration has no intermediary role in the
relationship. The findings show that innovation can affect SCP only when the SCI level of the manufacturer is sufficiently
effective in developing the required supply chain practices.
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Innovation capability is the company's ability to continue to innovate and adapt to market conditions. This
capability is very important for companies in this dynamic era. Some literature states that by having innovation capability,
companies will be able to improve supply chain management, especially in supply chain integration.

The relationship between innovation and supply chain integration, supported by several literatures namely Iddris
(2014), Ferrer (2011), Ayoub (2017), Desbarats (1999), Iddris (2016), Khalfan (2006), Liao (2018), Lii (201) 2016),
Dinwoodie (2014) and Yunus (2018) who stated that the ability of innovation can increase supply chain integration, both
directly and jointly with other variables. Therefore this study proposes the following hypothesis:

H1: Innovation capability has significant effect to supply chain integration

2.2. Supply Chain Integration and Firm Performance

Integration is needed in managing the supply chain. Supply chain integration is a practice that is implemented by
companies in building strategic collaboration within and outside the ownership and range of control of the company (Ali,
Zhan, & Nature, 2017). Supply Chain Integration can also be defined as integrated control of a number of consecutive or
similar economic or industrial processes that were previously carried out independently (Flynn, Huo, & Zhao, 2010).

According to the Big Indonesian Dictionary, integration is integration to become a unified whole or round. So it can
be interpreted that supply chain integration is a collaborative process between the parties involved in the supply chain in
order to create a unified whole and add value to the company.

Flynn (2010) explained that supply chain integration has three dimensions, namely integration between suppliers,
consumers and company internal. In his research Flynn stated that supply chain integration can improve company
performance. Likewise, Ali (2016) also described supply chain integration with these three indicators and also supported
the results of Fynn's research, only that Ali provided a mediating variable, namely halal food supply chain integration and
proved to be able to mediate between supply chain integration and company performance.

Supply chain integration is one of the dimensions in several variables related to supply chain. Rojo, Llorens, Montes,
and Niev (2016) put supply chain flexibility as a moderating variable between ambidexterity and company performance.
The research measures supply chain with one of the indicators is the integration of company information which is also an
indicator of supply chain integration.

Another study by Tuan (2016) also examined the effect of ambitionxterity on the supply chain and placed
competitive intelligence (Cl) as a moderating variable between the two and then resulted that organizational
ambidexterity through sharing external knowledge can increase supply chain agility.

The role of moderation that Cl plays in the relationship between organizational ambiguity and supply chain agility is
also verified. Findings from the research broaden the supply chain literature through establishing a positive effect of
organizational ambitivity on supply chain agility with Cl as the moderator for this effect. The research also provides a
definition of agility in the supply chain as the ability to integrate resources and the environment to create competitive
advantage. So it can be seen that supply chain integration is also part of the supply chain agility.

In addition Bravo and Isabel (2018) stated that ambidexterity moderates the relationship between absorptive
capability and supply chain management which is also measured by the ability to integrate supply chain management.
Wan Omar (2017), Kumar and Kushwaha (2018), Ali, Zhan and Alam (2017), Tan, Ali, Makhbul Ismai (2017), Adura,
Yusoff, Nerina and Yusof (2015) stated that supply chain has an important role in company development. Flynn (2010)
emphasized the importance of supply chain integration and was agreed by Ali (2017). The importance of supply chain
integration for company growth encourages companies to improve aspects of the company that can improve supply chain
integration.

Flynn (2017) measures supply chain integration with 3 indicators, namely supplier integration, consumer
integration and company internal integration. The case of MMSMEs especially those in traditional markets is very suitable
with some of the studies, that important aspects that must be improved for MMSMEs are finance and marketing so the
following hypotheses are proposed

H2: Supply chain integration has significant effect to firm performance

2.3. Innovation Capability and Firm Performance

Yunus (2018) adds that collaboration with suppliers brings radical innovation, while collaboration with customers
brings additional innovation. Contrary to the allegations of this study, although interesting, collaboration with customers
has a negative impact on radical innovation. Both radical innovation and subsequent additions have a positive influence on
company performance.

In addition to influencing the supply chain, innovation also has a direct influence on company performance. Ibrahim
(2014) describes the ability of innovation in 4 dimensions, namely product innovation, market innovation, strategy
innovation, process innovation and environmental innovation. Ibrahim (2014) emphasized that it can provide a positive
influence on the ability of organizational innovation. More broadly Lim (2017) found that Innovation Commercialization
Capability can directly influence company performance and can also be moderated by supply chain, the moderating role of
supply chain integration influence in proactive market orientation (PMO) and firm performance (FP) is stronger when SCI
high, and innovation commercialization ability (ICC) and firm performance relationships are stronger when SCI is low.

The influence of innovation capability on company performance is also supported by Saunila (2014) which states
that three aspects of innovation capability, namely ideation and organizational structure, participatory leadership culture,
and skills development, have several effects on various aspects of company performance. Surprisingly, aspects of the
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ability of innovation were found to be more influential on financial performance than operational performance.
Taherparvar (2014) added that knowledge from customers has a positive impact on the speed of innovation and the
quality of innovation as well as operational and financial performance. In addition, our results show different influences of
customer knowledge and knowledge for customers on various dimensions of innovation and company performance. By
using the flow of customer knowledge, companies will realize the external environment and new changes in customer
needs so that they will be more innovative and perform better.

Wang (2017) looked at innovation from a different perspective namely ambidextrous innovation and analyzed its
relationship with company performance then found that empirical results fully supported the hypothesis that
ambidextrous innovation and market orientation capabilities could significantly improve company performance. These
results imply the benefits of ambidextrous innovation and the ability of market orientation to coexist in the spread of
service innovation.

Zou (2017) conducted a different analysis of what factors influenced innovation capability and also analyzed how it
relates to company performance, then it was found that the company's past performance was positively related to the
ability of incremental innovation. The ability of incremental innovation and organizational aspirations is positively related
to the ability of radical innovation. Both incremental and radical innovation significantly produce superior performance.

H3: Innovation capability has significant effect to firm performance
3. Research Method

3.1. Population and Sample

The population used in this study is the MSMEs in the Kasongan earthenware industry, Bantul Yogyakarta. The
population is 537 (five hundred thirty seven business units). The sampling technique used to determine the number of
respondents who will be the source of data collection in this study is the Proportionate Stratified Random Sampling
(Sekaran and Bougie, 2013).

Based on the population of the number of pottery craftsmen in Kasongan, Bantul, Yogyakarta in 2017, the researchers
divided the sample based on levels / strata into 3 (three) categories, namely the number of micro businesses 59
businesses, the number of small businesses 40 businesses and the number of medium businesses 36 businesses. So the
sample in this study was 135.

The data used in this study are primary data. Primary data were obtained from the distribution of questionnaires
given to the owners / management of 135 MMSMEs in the Kasongan earthenware industry, Bantul, Yogyakarta.

3.2. Analysis Method

The data analysis technigue used in this study is the Structural Equation Model (SEM) method. SEM is an analytical
technique that allows complex and complex relationships simultaneously. In simple terms, SEM provides an adequate and
most efficient estimation technique for a series of multiple regression equations and is separate and estimated
simultaneously (Hair, Black, Babin & Aderson, 2010). The software used in data analysis is SmartPLS.

4. Analysis and Discussion

4.1. Outer Model
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Figure 1: Measurement Model Testing

4.1.1. Convergent Validity

The measurement model shows how the manifest or observed variable represents the latent variable to be
measured. Convergent validity is measured using the outer loading parameter and AVE (Average Variance Extracted).
Individual reflexive measures are said to correlate if the value is more than 0.7 with the construct to be measured (Ghozali
and Latan, 2015). From the results of the analysis of the measurement model above, it is known that there are several
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manifest variables whose factor loading values <0.70, so to fulfill the rule of thumb, the manifest variable whose value
<0.70 must be dropped from the model.

From the results of the analysis with PLS factor loading values all manifest variables> 0.70 except the manifest
variables SCI 1, SCI 2, SCI 8, SCI 9 then KP1 and KP5. Therefore, the manifest variable must be removed from the model so
that it does not affect the results of bootstrapping.

Laten Variables Item Code | Loading Factor
Innovation IC 1 0.752
Capability IC 2 0.793

IC 3 0.786

IC 4 0.719

Supply Chain SCI 3 0.734
Integration SCI 4 0.824
SCI 5 0.871

SCI 6 0.709

SCI7 0.811

Kinerja Perusahaan KP2 0.750
KP3 0.848

KP4 0.809

Table 1: Summary of Loading Factor Values
Source: Data Processed, 2019

The table above shows the factor loading values of all the manifest variables tested. From this table it can be seen
that all loading factor values> 0.70, so that all manifest variables meet the rules of the measurement model and can be
continued for further testing.

4.1.2. Discriminant Validity

Discriminant Validity is used to test the validity of a model. Discriminant Validity is seen through the cross loading
value which shows the magnitude of the correlation between constructs with their indicators and indicators of other
constructs. The standard value used for cross loading must be greater than 7 or by comparing the square root of average
variance extracted (AVE) values of each construct with the correlation between constructs and other constructs in the
model. If the AVE root value of each construct is greater than the correlation value between constructs and other
constructs in the model, then it is said to have a good discriminant validity value.

Item IC SCI KP
IC1 | 0750 | 0531 0.501
IC2 | 0791 | 0506 0.512
IC3 | 0786 | 0477 0.549
IC4 | 0723 | 0591 0.628
SCI3 | 0521 | 0.682 0.419
SCl4 | 0589 | 0.822 0.623
SCI5 | 0607 | 0.871 0.422
SCI6 | 0575 | 0.733 0.671
SClI7 | 0507 | 0.679 0.573
KP2 | 0.661 | 0.579 0.745
KP3 | 0563 | 0.588 0.848
KP4 | 0.683 | 0.606 0.821
Table 2: Cross Loading Values
Source: Data Processed, 2019

Based on the table above, the cross loading value for each item has a value greater than the square root of average
variance extracted (AVE), and the greatest value when associated with its latent variable compared to when it is associated
with other latent variables. This shows that each manifest variable in this study has precisely explained its latent variables
and proved that discriminant validity of all items is valid.

4.1.3. Composite Reliability

Reliability tests are carried out to prove the accuracy, consistency, and accuracy of the instrument in measuring a
construct. In PLS - SEM by using SmartPLS, to measure the reliability of a construct can be done in two ways, namely with
Cronbach's Alpha and Composite reliability. However, the use of Cronbach’s App to test the reliability of a construct will
give a lower value (under estimate) so it is advisable to use Composite Reliability.
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Variable CA CR AVE
IC 0.761 0.848 0.582
SCI 0.805 0.859 0.554
KP 0.742 0.847 0.650

Table 3: Reliability and Validity Construct
Source: Data Processed, 2019

From the table above it can be seen that the value of all variables in reliability testing using either Cronbach's Alpha
or Composite Reliability values> 0.70, and validity testing using AVE (Average Variance Extracted) values> 0.50.
Therefore, it can be concluded that the variables tested are valid and also reliable, so it can be continued to test the
structural model.

4.2. Inner Model

Evaluation of structural models or inner models aims to predict relationships between latent variables. The
structural model is evaluated by looking at the percentage variance described by looking at the R-Square value for
endogenous latent constructs, and AVE for predictivity by using resampling procedures such as jackknifing and
bootstrapping to obtain stability from estimation.

4.2.1. R-Square (R?)

Variable R Square R Square Adjusted
SCI 0.455 0.407
KP 0.340 0.326

Table 4: Path Coefficient Scfa

Based on the table above it can be seen that the influence of innovation capability model on supply chain integration
gives a value of 0.455, which can be interpreted that the variability of supply chain integration constructs that can be
explained by the constructability variability of innovation capability is 44.5% while the rest is explained by other variables
outside this study. Likewise with the innovation capability model of company performance giving a value of 0.340, which
can be interpreted that the constructability variability of company performance that can be explained by the
constructability variability of innovation capability is 34.0%, while the rest is explained by variables outside this study.

4.2.2. Hypothesis Test

Figure 2: Structural Model Testing

To find out the influence between variables, the bootstrapping method is performed. The bootstrap approach
represents nonparametric for the precision of the estimate. In the PLS method, the decision to accept or reject a hypothesis
is based on the significance value (P Value), and the T-table value. In the SmartPLS application, the significance value can
be determined by looking at the value of the parameter coefficient and the statistical significance value t. Criteria for
acceptance or rejection of the hypothesis is if the significance value of t - value> 1.96 and or the value of p - value <0.05 at
the significance level of 5% (a 5%) then Ha is accepted and Ho is rejected, conversely if the value of t - value <1.96 and or
value p - value> 0.05 at the significance level of 5% (a 5%) then Ha is rejected and HO is accepted.
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Konstruk | Original Sample | Standard | T Statistics | P Values
Sample (O) | Mean (M) | Deviation | (JO/STDEV])
(STDEV)
SCI ->KP 0511 0.524 0.059 8.072 0.000
IC -> SClI 0.553 0.593 0.072 8.162 0.000
IC->KP 0.570 0.573 0.063 9.088 0.000

Table 5: Hypothesis Test
Sumber: Data Primer Diolah, 2019
Source: Data Processed, 2019

Based on the table above, it can be seen that the innovation capability construct has a significant positive effect (O =
0.553) with the supply chain integration construct. The t-statistic value in this construct relationship is 8.162> 1.96, and
the p-value is 0.000 <0.05. Therefore, the first hypothesis stating that innovation capability has a positive influence on
supply chain integration is proven.

The exogenous construct of innovation capability has a significant positive effect (O = 0.570) on the endogenous
construct of company performance. This is based on the t-statistic value in this construct relationship is 9,088> 1.96, and
the p-value is 0.000 <0.05. Therefore, the second hypothesis stating that innovation capability has a positive influence on
firm performance is proven.

The exogenous construct of supply chain integration has a significant positive effect (O = 0.511) on the endogenous
construct of firm performance. This is based on the t-statistic value in this construct relationship is 8,072> 1.96, and the p-
value is 0,000 <0.05. therefore, the third hypothesis which states that supply chain integration has a positive influence on
firm performance is proven.

5. Discussion

The exogenous construct of innovation capability has a significant positive effect (O = 0.553) with the supply chain
integration construct. The t-statistic value in this construct relationship is 8.162> 1.96, and the p-value is 0.000 <0.05.
Therefore, the first hypothesis stating that innovation capability has a positive influence on supply chain integration is
proven true.

The results of this study are consistent with Ayoub's previous studies (2017), which found that innovation
capability has a positive and significant relationship to supply chain integration. While Iddris (22016), also confirmed that
supply chain integration can be positively influenced by innovation capability. This is consistent with research conducted
by Yunus (2018), which states that there is a positive relationship between innovation capability and supply chain
integration. This shows that companies that have a lot of innovation capability will be able to increase supply chain
integration.

Meanwhile, if seen from the cross loading value of the relationship between innovation capability and supply chain
integration, there is one questionnaire with the highest value, IC4 = 0.591, and one questionnaire has the lowest value, IC3
=0.477. This indicates that the lowest question is a; our company continually evaluates new ideas coming from customers,
suppliers, etc., as well as incorporating them into product development activities, is of particular concern to companies in
increasing the supply chain integration of employees by using the influence of one of the lowest questions that innovation
has.

Furthermore, the exogenous innovation capability construct has a significant positive effect (O = 0.570) with the
construct of the company's performance. The t-statistic value in this construct relationship is 9,088> 1.96, and the p-value
is 0.000 <0.05. Therefore, the second hypothesis stating that innovation capability has a positive influence on company
performance is proven true.

The results of this study are in accordance with previous studies Lim (2017), which states that there is a positive
influence carried out by innovation capability on company performance. These results are the same as previous research
conducted by Taherparvar (2014), which revealed a positive and significant influence between innovation capability and
company performance. The results of the two studies are in accordance with research conducted by Ibrahim (2014) where
the results indicate that innovation capability has a positive influence on company performance. So, this shows the
importance of innovation capability in the company because it can improve company performance. So companies must be
able to apply innovation capability to employees in the company.

Meanwhile, if seen from the cross loading value of the relationship between innovation capability on company
performance there is one questionnaire with the highest value, namely IC4 = 0.628, and one questionnaire has the lowest
value, namely IC1 = 0.501. This indicates that the lowest question is a; our company uses knowledge from various sources
for product development activities efficiently and quickly, is of particular concern to organizations in accepting and
managing various sources of knowledge that are well received, so as to improve the company's performance in its
application.

The exogenous construct of supply chain integration also has a significant positive effect (O = 0.511) with the
construct of firm performance. The t-statistic value in this construct relationship is 8,072> 1.96, and the p-value is 0.040
<0.05. Therefore, the third hypothesis which states that supply chain integration has a positive influence on company
performance is proven true.

The results of this study are in accordance with previous studies Kumar and Kushwaha (2018), stated in their
research that there is a positive relationship between supply chain integration and company performance. This is also

24 | Vol7 Issue 12 DOI No.: 10.24940/theijbm/2019/v7/i112/BM1911-005 December, 2019



THE INTERNATIONAL JOURNAL OF BUSINESS & MANAGEMENT ISSN 2321-8916 www.theijbm.com

consistent with the results of research conducted by Ali, Zhandan Alam (2017), stating that there is a positive and
significant influence of supply chain integration on company performance. While research conducted by Yusoff, Nerina,
and Yusof (2015), found positive results where supply chain integration can significantly affect company performance.
That is, companies that implement the correct supply chain integration system, will be able to improve company
performance on a regular basis.

Furthermore, if seen from the cross loading value of the relationship between supply chain integration and company
performance, there is one questionnaire with the highest value, SCI6 = 0.671, and one questionnaire has the lowest value,
namely SCI3 = 0.419. This indicates that one of the lowest questions, namely the level of strategic partnerships with our
main suppliers, is of particular concern to the company in improving company performance, especially aspects that can
support improved company performance. Where companies must be able to analyze from the lowest questions that exist
in supply chain integration, so that these factors can improve the performance of the next company.

6. Conclusion

Based on the results of the analysis and discussion of the implementation of innovation capability and supply chain
integration in improving company performance, a number of conclusions can be made as follows:

e There is a significant positive effect between innovation capability on supply chain integration as evidenced by the
significance value of the t-statistic value in this relationship is 8.162> 1.96, and the p value of 0.000 <0.05.

e There is a significant positive influence between innovation capability on company performance as evidenced by
the significance value of the t-statistic value in this relationship is 9,088> 1.96, and the p value of 0,000 <0.05.

e There is a significant positive effect between supply chain integration on company performance as evidenced by
the significance value of the t-statistic value in this relationship is 8072> 1.96, and the value of p value 0,000
<0.05.
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