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Abstract

The development of automotive component industry in Indonesia shows the development along with the
increase of motor vehicle industry. If it compared with similar industries in ASEAN countries, Indonesia
is still lagging behind Thailand. In order to compete, it is necessary to be more concentrate on operational
performance of automotive component firms in Indonesia. There is some factors related to operational
performance, such as use of operational cost, product quality improvement, speed of delivery of product,
and flexibility of production process to change. In this regard, knowledge management is required as
knowledge is the most important resource for any firms. Therefore, to be able use knowledge as a primary
resource, is necessary to considering the readiness of the trigger factors of knowledge or knowledge enabler.
Those factors are leadership style, human capital, organizational structure, and information technology.
This study use SmartPLS 3.0 to examine the importance-performance matrix analysis (IPMA) from an
antecedents of the knowledge management enabler variable as an endogenous variable. A quantitative
research using questions was applied to get response from randomly automotive component firms in
Indonesia. As the conclusion, it is known that information technology not to important compared with
human capital, leadership, and organizational structure to improving the operational performance of

automotive component firms in Indonesia.
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1. Introduction

Indonesian automotive sales in 2017 reach 1.06 million, compare to years before. The presence of
automotive component industries has an important contribution as the suppliers for the automotive
manufacturers, also the aftermarkets for meeting the needs of after sales, both for domestic and international
markets. The automotive component firms in Indonesia can be described as the supply chains for the
products of component industries which act as the suppliers of ready-to-use or finished products to
consumers (Laraswati, Astuti, Budijanto, Yuniaristanto, & Sutopo 2014). Due to the Indonesian
government policies about Low Cost Green Car (LCGC), the establishment of automobile manufacturers
increased since 2013. In 2017, Indonesia succeed exporting the automotive component for 81 million
compare to 6.2 million components in 2016 (Sidik, 2018). Indonesian automotive component industries
have to build some strong strategies in management and development of the industry. One of the strategies
that have been made by Indonesian government is Decree No. 114 in 2013, that Indonesian government

will provide incentives for companies, include the automotive components companies.

2. Problem Statement

Automotive and its component industry in Indonesia dominated by foreign ownership enterprises,
especially Japanese companies. Japanese multinational enterprises have invested in Indonesia due to the
advantageous automotive markets and as the implication of it, technology in Indonesia’s automotive
component industry is influenced by foreign companies. Indonesia earn the advantage from the transfer of
knowledge and technology, but on the other hand, Indonesia cannot be independent, since to develop,
Indonesia must be responsive to technologies and market changes.

Based on ASEAN Briefing (2017), Indonesia’s dependence on foreign investment in automobile
sector and lack of component manufacturing industry will hinder manufacturing ability compare to
manufacturing capacity in Thailand. The current condition is that Indonesia has no choice but to follow the
Japanese pattern in managing the industries, called keiretsu. Purwaningrum (2013), mentioned that keiretsu
as the strong connection between automakers and suppliers. In other words, Indonesia’s automotive
component products mostly based on a request from the automotive industry, which dominated by Japanese
automotive company.

To be independent and able to compete with other countries, Indonesia’s automotive component
products must have strong strategies in term of cost, quality, delivery, and flexibility. According to
Nurcahyo and Wibowo (2015), the factors in operating strategy literature, the local companies in Indonesia
should focus on the competitive priorities which able to act as the strategic capabilities to help the
organizations in creating, developing, and maintaining their competitive advantages, or known as
operational performance. It can be defined as the ability of company in competitive priority of operational
strategy in reducing management cost, order time, lead time, improving the effectiveness of raw material
use and production capacity, delivery speed, and service quality (Chavez, Gimenez, Fynes, Wiengarten, &
Yu 2013; Truong et al., 2017). While Arikan and Kirci (2015) mention that there are many factors which
can be described as the operational performance, but the most basic are cost, quality, flexibility, and

delivery.
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However, todays, local industry is not capable yet to fulfil the needs of automotive sector, because
of the existing resources cannot fulfil the standard quality. Further, Indra (2017), mentioned that the lack
of resources causes those problems, and the upstream industry is not maximum yet in implementing the
actual localization program of energy saving vehicle and affordable price. To improve the operational
performance, organizations must have good inputs. In a modern organization, knowledge is known as a
valuable resource compared to human and capital resources. Based on Ing and Jian (2014), managing
knowledge or Knowledge Management (KM) become the main strategy in an organization for creating new
business processes to achieve a superior organizational performance. Unfortunately, the knowledge in
supply chain networks of automotive component industry in Indonesia does not flow freely. This makes
industrial upgrades difficult since the first tier suppliers are usually tied to the Japanese Keiretsu system
(Purwaningrum, 2013).

In general, Indonesian government support the growth of the industry, unfortunately, policies are
not enough without support in infrastructure, technology, and investment. Therefore, this research will
focus on knowledge management enabler factors in a firm. Knowledge management (KM) Enabler defined
as the organizational mechanism done consciously and consistently to develop knowledge within
organization, and become the mechanism to stimulate knowledge creation, protect knowledge and facilitate
knowledge shares among the individuals in an organization (Aulawi, Sudirman, Suryadi, & Govindaraju
2009; Allameh, Zare, & Davoodi, 2011; Theriou, Maditinos, & Theriou, 2011; Yeh, Lai, & Ho, 2006). Ho
(2009) view KM Enabler as the critical factor which puts concept of KM into practices in order to achieve
the KM effectiveness. There are some factor describing KM Enabler, Allameh et al., (2011) mentioned that
knowledge enabler through technology, structure and culture has a strong effect in processing knowledge
effectiveness. While Magnier-Watanabe (2011) mentioned that organizational culture, leadership,
organizational control, and work style in KM Enabler. To match the KM Enabler with the crucial factors
in automotive component industry in Indonesia, this research will focus on centralised organizational
structure, human capital, transformational leadership, and information technology (IT).

Centralised organizational structure refers to the hierarchical levels in an organization which have
the authorities to make decision. The majority of the automotive component industries in Indonesia use the
hierarchical organizational structure which is the centralised decision making system. According to that,
the automotive component firms in Indonesia tend to be more paternalistic (Subroto & Sumarto, 2011),
then this research use the centralised organizational structure. While human capital known as an employee
competence which is refers to skill, training, education, experience, and value characteristics of an
organization’s workforce (Ling, 2013). Since the automakers and their clusters are the potential industry in
Indonesia, it means that human capital become one of the important factors. To manage people in an
organization, it will need an appropriate leadership style. Most of the automotive component industry in
Indonesia is working under control of Japanese automotive industry. To fulfil the product qualification, it
will need to transfer the knowledge. So, in transferring the knowledge it fit with transformational leadership.
According to Muenjohn and Armstrong (2008), transformational leadership display their behaviours
associate with four characteristics such as Idealized influence, Inspirational motivation, Intellectual
stimulation, and Individualized consideration. Last, this research use information technology as the enabler,

because as a tools information technology will increase the achievement of the firms. Through information
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technology it will flows the knowledge and eliminates the barriers of communication among departments
in an organization (Jeng & Dunk, 2013).
Since knowledge become the most important input factor in an organization for sustaining
competitive advantage, then operational performance need to considering the KM Enabler as a foundation

of the organization. Through KM Enabler, managers will able to find which enabler are critical for

knowledge creation within organization (Lee & Choi, 2003).

Centralised Organizational
Structure

v,

Human Capital Operational Performance

|Transtbmmtional Leadership

| Information Technology

Figure 01. The framework

Knowledge is needed to build a good quality in automotive component industry, otherwise Indonesia
will find difficulties to upgrade the industries and win the competition against other countries. As long as
there are still restrictions of knowledge flows in the industries in Indonesia, it will be difficult for firms to
upgrade their performance and will always depend on the Japanese technologies. The following hypotheses
are thus formulated: (Figure 01)

Hi: there is no significant relationship between centralised organizational structure and operational

performance.

Ha: there is no significant relationship between human capital and operational performance.

Hs: there is no significant relationship between transformational leadership and operational

performance.

Hs4:  there is no significant relationship between information technology and operational

performance.

3. Research Questions

What kind of factors which has more effect to the operational performance on the automotive

component Industry in Indonesia?

4. Purpose of the Study

To find all factors that effected to the operational performance on the automotive component

industry in Indonesia.
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5. Research Methods

As the target population for this study is automotive component industry which is located in Jakarta,
Bogor, Tangerang, Karawang and Bandung area, with operational manager from each firm as the
respondent. Questionnaire items were adopted and adapted from past studies and each item was measured
using S-point Likert scale. For data analysis, all the data from the questionnaire is calculated using

Importance — Performance Analysis (IPMA) by SmartPLS 3.0.

6. Findings

Collected Data from a total 85 respondents shows that 72 respondents are male (84.7%) and 13
respondents are female (12.94%). In term of age, total of 60% are in the age range of 40 — 49 years old,
23.06% in 30 — 39 years old, and lastly 12.94% in 40 — 59 years old. Respondents Status found that most
of them are married (84.70%) and the rest are still single (15.29%). Most of the respondents in this study
have bachelor degree (65.88%), followed by diploma (30.58%) and senior high school (3.53%). In terms
of working experience, majority of the respondents have work for 10 — 19 years (78.82%), followed by 20
— 29 years (14.12%), and 0 — 9 years (7.06%). Respondents also asked their experience working in current
company, and most of them already work for 0 — 9 years (51.76%), followed by 10 — 19 years (42.35%),
and 20 — 29 years (5.88%). Last, respondents asked their experience in current position as operation
manager / production manager. Most of them already worked as operation manager / production manager
for 0 — 4 years (52%), followed by 5 — 9 years (31%), and 10 — 15 years (18%). Data collected from a total
85 respondents show the following profile of respondents (Table 01).

Table 01. Respondent’s Profile

Frequency | Percent (%)
Gender Male 72 84.7%
Female 13 15.29%
Age 30-39 23 27.06%
40 -49 51 60%
50-59 11 12.94%
Marital Status Married 73 85.88%
Single 12 14.12%
Education Senior High School 3 3.53%
Diploma 26 30.58%
Bachelor Degree and above | 56 65.88%
Working Experience 0 —9 years 6 7.06%
10 — 19 years 67 78.82%
20 —29 years 12 14.12%
Working Experience in current 0-9 years 44 51.76%
company
10 — 19 years 36 42.35%
20 — 29 years 5 5.88%
Working Experience in current position | 0 —4 years 44 52%
5 —9 years 26 31%
10 — 15 years 15 18%
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Next, the structure model was analysing through the use of the bootstrapping procedure where the
path coefficients were determined. Table 2 shows the direct relationships between independent variables
(centralised organizational structure, human capital, transformational leadership, information technology)
to the dependent variable (operational performance). From the table shown that from four hypotheses, only
three are supported the hypothesis, i.e., centralised organizational structure, human capital, and
transformational leadership. While information technology is not supported the hypothesis.

Organizational structure is about how job tasks are formally divided and coordinated (Maduenyi,
Oke, Fadeyi, & Ajagbe, 2015). Through centralised coordination, it assumes will make the production
process easier, and at the end will improve the operational performance. In this research, the centralised
organizational structure contributes the operational performance for 41.3%.

While human capital refers to the skill, training, education, experience, and value characteristics of
an organization’s workforce (Ling, 2013). Through skills and all abilities from employee will improve the
productivity, then improve the performance of the organization, and based on this research, human capital
contribute the operational performance for 32.8%.

Transformational leadership behaviours inspire and motivate employees to commit to achieve a
shared vision and transform employees into creators or innovators. Within this relationship, employees
increase their performance and understand their potential due to the behaviours of leaders (Birasnav, 2014).
An according to the previous study, transformational leadership affect the performance of the organization
(Noruzy, Dalfard, Azhdari, Sirkouhi, & Rezazadeh, 2013). In this research, transformational leadership
contribute the operational performance for 27.1%.

In this research, information technology become the only variable that not supported the operational
performance, because as a tool, information technology will does not affect the operational performance
directly. As a tool, Migdadi (2009) mentioned that information technology as an enabler will improve the

knowledge management first then pursuit the performance (Table 02).

Table 02. Hypothesis testing Results

. Std t-value ..
Hypothesis Path SE Decision
B-value (=2.33) p- value
Hi COS > 0P 0.413 0.055 | 7.561** 0.000 Supported
H> HC > OP 0.328 0.080 | 4.103** 0.000 Supported
Hs TL -> OP 0.271 0.049 | 5.527** 0.000 Supported
Hq IT > OP 0.094 0.061 | 1.538** 0.125 Not Supported

Note: one tailed test, ** significance if t-value > 2.33 (a=1%)

To explain more about the hypotheses, this research uses the Importance — Performance Matrix
Analysis (IPMA) analysis. The importance — performance matrix analysis (IPMA) extends the standard
PLS-SEM results reporting of path coefficient estimates by adding a dimension to analysis that considers
the average values of the latent variable scores (Hair, Hollingsworth, Randolph, & Chong 2017). (Table
03).
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Table 03. IPMA Results

. Operational Performance
Latent Variable - -
Direct effect (importance) | Index value (performance)
Centralised Organizational Structure | 3.54 64.32
Human Capital 3.35 64.34
Transformational Leadership 3.69 67.28
Information Technology 3.63 56.42

Importance-Performance Map
100 4

90
80 4
70 4
60 1
Operational Performance 50
40 4

304

000 005 010 015 020 025 030 035 040 045 050
Total Effects

B Centralzed Organizational Structure ® Human Capital Information Technology Transformational Leadership

Figure 02. IPMA for Operational Performance

The analysis of IPMA was performed in SmartPLS and the results are illustrated in table 3. The
importance value is the direct effect of an independent variable and dependent variable, whereas the
performance value shown as a scale from 0 to 100. Figures 2 shows the IPMA results for the dependent
variable (operational performance). From the importance-performance map, transformational leadership
has the highest performance to the operational performance (67.28). While information technology has the

lowest performance to the operational performance (56.4).

7. Conclusion

The aims of this research were to investigate the direct relationship of knowledge management
enabler an operational performance of the automotive component industry in Indonesia. Specifically, the
relationship between centralized organizational structure, human capital, transformational leadership,
information technology and operational performance was examined. The research found that centralized

organizational structure (41.3%), human capital (32.8%), and transformational leadership (27.1%) had
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significantly and positively relationship with operational performance, while information technology
(9.4%) had no significant with operational performance.

Although, information technology is an important factor in an organization, but in this research there
are other factors that more important and effected to increase the operational performance for the
Indonesian automotive component industry. Those factor are centralized organizational structure, human
capital, and transformational leadership. Therefore, Indonesian automotive component firms need to

strengthen those factors, rather than adopting the technology from Japanese firms.
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