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Abstract — The service industry involved various industry
such as banking industry, insurance industry, professional
service industry, healthcare industry hospitality industry, and
many other related industries. The objective this study was to
evaluate how SCM practices dimension (supply chain
partnerships, company relationships with customers,
information sharing in supply chains, information
technology, employee training and company internal
operations) are related to the performance of business
organizations in the tourism service industry. The data
collection instrument used was a questionnaire which was
administrated to a total sample of 85 managers in hospitality
organization (hotel, restaurant and transportation company).
In this research, the following finding were obtained: (1) The
strategic supply chain partnership and organizational
performance was positive significant correlated. (2) There is
significant impact of customer relationship on organizational
performance. (3) Information sharing was related to
organizational performance. (4) Information technology was
significant impact on organizational performance. (5) The
research finding also show that there was significant
correlation between internal operations and organizational
performance.

Keywords: Supply chain management practices, organizational
performance.

1. Introduction

In currently competitive global market, SCM has been
become a significant role and recognized as one of critical
factor for performance of business and business
organization competitive advantage. [22] [30]. A business
competitive  environment  required the  business
organizations producing high quality products and services
that are needed by target customers [17] [27] [44].

Most of the SCM reviews have focused on manufacturing
industries and there is little emphasis on the service
industry, especially the tourism services industry [15].
However, the service industry is the largest part of the
modern economy, not only in developed countries like
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USA, UK, Germany, France and others, but also in other
developing countries throughout the world such as
Indonesia, Malaysia, India, China and others. As
consumers, every time we consume services from any
services company. For example, starting from wake up in
the early morning until we go to sleep in the night, or our
daily activities; watching TV, talking on the telephone,
driving cars, visiting medical doctors, cutting hair,
refueling cars, are examples of services consumption at the
individual level. On the other hand, the education
institution where students learn is also include service
organization. In addition, Universities facilities usually
include libraries and cafeterias, counseling, bookstores,
placement officers, photocopying services,
telecommunications, health care, post offices etc. All of the
examples above are examples of how much we depend on
service industries in our daily lives [33].

2. Literature Review
2.1. SCM Practices

SCM practices consist of multi-dimensional construction
which includes integration between companies and
suppliers or upstream and integration between companies
and customers or referred to as the downstream SC and
integration that occurs within the company itself, such as
integration between departments within the company [15]
[2] [31][16] stated that outsourcing, company partnerships
with suppliers, sharing of information in the SC, cycle
time, concretion and all flows within SC, for example the
flow product, the flow of information and the flow of
financial, are a part of SCM practices. While [45] stated
that SCM practices also included the quality of products
and services, purchasing activities, and fostering
relationships with customers. An important aspect of SCM
practices according to [45] was supply chain integration
both inward integration and outward integration,
information sharing in the SC and customer service
management.

The aim of SCM practices is to build an organizational
network between upstream organizations and downstream
organizations as activities to produce more customer value
in the term of improving the quality of products and
services for end consumers. [11] suggested that SCM
practices need to involve an integrated approach to design,
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implement and control of any SC activities, with the aim of
generating more value for end consumers. [9][21] also
stated that the practice of SCM has two main objectives,
the first goal is to improve the performance of
organizations individually and all organizations in the SC.
The other goal of SCM practices can reduce the total cost
of the organization that makes a company can operate more
efficiently [31]. By reviewing the latest literature, it can be
seen that SCM(SCM) is a relatively new discipline and still
needs to develop a theoretical conceptual framework and
an established methodology so that disciplines are
generally accepted. [28] stated that the SCM was initially
introduced by business management consultants in the
early 1980s. In a relatively short period of time, ten years
later, in the early 1990s, scholars have tried to develop a
conceptual structure for the development of SCM.
Although studies in the field of SCM are still limited, the
SCM literature has developed rapidly [30] [2]. SCM excels
that SCM combines concepts from various disciplines such
as management strategic and theory of the firm; logistics,
operation and management inventory; management
accounting, forecasting and marketing, and operations
research.

[12] [2] also conducted research on SCM practices, they
focused on investigating long-term relationships with all
companies in the supply chain, cross-functional
collaboration within the company, building comprehensive
relationships with suppliers, and supplier involvement in
activity processes. so the company can design products and
services that meet the needs of the target customers. The
same thing with [12] [35] [18] also examined in their study
long-term relationships among companies incorporated in
the supply chain, sharing information with supply chain
partners, integration of business processes and
collaboration and supply chain leadership that underlie
management practices supply chain. [32] [1] discusses
SCM practices in the form of supplier partnerships with
companies in a strategic way, the relationship between
companies and customers, and information sharing.
Similar to [1] [[35] investigated the practice of SCM
consisting of strategic supply chain partnerships or
partnerships, fostering customer relations, information
sharing in the supply chain, information technology
development, training for employees and company internal
operations. This research adopts the same SCM practices
(strategic supplier partnerships, customer relations,
information sharing, information technology, and internal
operations). However, this research was conducted in an
Indonesian perspective, especially banking services. In this
research researchers focused on the Islamic banking
industry. [32] [1] [18] have developed valid and reliable
instruments to measure SCM practices. The researcher also
used a similar instrument adopted in this study. The
literature also describes SCM practices from various
perspectives with the aim of improving business
performance. The five main dimensions (strategic supply
chain partnerships (SSCP), customer relationships (CR),
information sharing (1S), information technology (IT) and
internal operations (OP) SCM practices generate on
organizational performance.

2.1.1  Strategic Supply Chain Partnership

Strategic supply chain partnerships are long-term
reciprocal relationships between business organizations or
individuals who serve as material suppliers to focus
companies. the partnership system between them must be
on the basis of mutual benefit [32] [7]. Strategic supply
chain partnerships can involve good relationships based on
the quality of goods and services that suppliers can provide
on a regular basis in solving problems with suppliers,
helping suppliers improve the quality of their products,
continuous improvement programs that include suppliers,
including key suppliers in business planning organizations
and goal setting activities, which involve major suppliers
in the process of developing new products. [46] [1].
Through strategic supplier partnerships, organizations can
work with suppliers who can share responsibility for
product success. [18] [31] [35] [42] Such strategic supplier
partnerships should enable SCM to succeed. partnership
relationships like this are expected to increase customer
satisfaction which in the end will also improve the overall
performance of the company

Thus, strategic supply chain partnership may have positive
correlation with organizational performance, and the we
proposed hypothesis is:

Hi: Strategic supply chain partnership has positive
influence organizational performance.

2.1.2. Customer Relationship

Strong collaboration between business companies and
customers or customer relationships is interacting with
customers to manage customer service, measure customer
satisfaction, determine customer expectations, facilitate
customer assistance, evaluate important relationships with
customers. [46] [1] [43] [4] [13] states that maintaining
good customer relations will enable organizations to be
more responsive to customer needs, thereby creating
greater customer loyalty, repeat purchases and willingness
to pay premium prices for high-quality products. Customer
loyalty and customer satisfaction are the main goals of
SCM. The success or failure of the company's SCM
depends largely on the accuracy and speed of the
information provided by each business partner.

Thus, customer relations may have a positive correlation
with organizational performance, and the hypothesis we
propose is:

Hy:  Customer relationship has positive affect
organizational performance

2.1.3. Information Sharing

It is alike awareness that relevant information is important
for a tourist. Right from information on how to achieve a
destination, down to where to dine and stay would make a
difference to the tourist experience. The airport is right the
first touch-point for a tourist in any destination. It is quite
likely that tourist would expect additional information
about the destination at the airport, if the same information
has been not sufficiently made available on the Internet.
Obviously, it is equally applicable at the place of stay.
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Information in the form of pamphlets at the tourist spots is
yet another requirement for a tourist.

[31] sharing information in the supply chain as to what
extent important information and property rights are
communicated to the company's supply chain partners. The
useful sharing of useful information between supply chain
partners can result in reduced inventory and production
costs, a better understanding of customer needs and a faster
response to market changes [47] [13] [23] [14].

Thus, information sharing may have a positive correlation
with organizational performance, and the hypothesis we
propose is:

Hs: Information sharing has positive affect organizational
performance

2.1.4. Information Technology

Implementation of information technology such as EDI,
ERP, CRM systems can improve supply chain performance
and customer satisfaction. The practices of information
technology also increase supply chain partners to share
information when needed in a timely manner [4] [3] [42].
The practice of SCM requires better changes such as the
integration of information in the supply chain, integrating
and collaborating with targeted customers, suppliers of raw
materials and finished materials, and can even collaborate
with competitors in the supply chain. Therefore, for the
company to successfully implement SCM, there needs to
be a change in the corporate culture and strong support
from the workers [18]

Thus, information technology may have positive
correlation with organizational performance, and the we
proposed hypothesis is:

Hs:  Information technology has positive affect
organizational performance

2.1.5. Internal Operation

Internal operations are all activities related to the
company's operating system and internal logistics flow
[29] [37] [34] [48]. Strong internal organization operations
are an important foundation in creating supply chain
performance before the company's external coordination.
To gain a competitive advantage over rapid environmental
changes, manufacturing operational processes must be
flexible in responding to any market changes. With SCM,
a product is pulled through a factory based on customer
needs. This activity requires the flexibility of frequent
changes to accommodate mass customization and thus
increase customer response. [29] [37] states that the quality
and reliability of the manufacturing company's internal
operations will improve operational efficiency and
improve overall organizational performance.

Thus, internal operation may have positive correlation with
organizational performance, and the we proposed
hypothesis was:

Hs: internal operation has positive affect organizational
performance

2.1.1. Organizational Performance

Organizational performance is a result of organizational
goals achieved through the effectiveness of comprehensive
strategies or the wright technique. Financial and non-
financial performance related to certain aspects of strategy
and operations in SCM are two important indicators in
measuring company performance [22] [7] [15]. According
to [24] [7] several companies and researchers have focused
on financial performance, while others have concentrated
on operational performance.

To achieve how effective, the strategy and tactics have
been implemented in a company, it is necessary to measure
organizational performance [9] [42] [7] [15] Many
indicators have been used to measure organizational
performance such as the level of reliability of production,
distribution, inventory, shipping, and customer satisfaction
based on the type of industry. [41] [13] [18] [23] identified
two main performance factors, namely supplier
performance in the supply chain as measured by cost,
waiting time, quality, delivery reliability, and timely
delivery; and the second is the buyer's performance as
measured by the product's reliability, suitability, features
and durability. [27] measure organizational performance in
terms of product quality, business competitive position,
and customer satisfaction. [4] propose organizational
performance to evaluate the effects of SCM using product
quality, competitive position, and customer service.
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Based on above discussion, we propose the research framework as follow:

Strategic supply chain partner

Customer relationship

Information sharing

Information technology

Employee Training

Internal operation

Figure:1.1 The Propose Research Model

3. Methodology
3.1.  Sample

3.2. Data Collection

This research is to empirically analyze the
effect of the SCM practices on the performance of
tourism industry  organizations (e.g. hotels,
restaurants, transportation companies) Salalah, Oman.
The questionnaire was tested in survey involving ten
hotels, twenty apartments, fifty restaurants and eleven
transportation companies.

3.3.  Analysis Methods

All of the hypotheses were tested using SPSS
and the AMOS program. SEM was chosen due to it
provides all of the necessary tools in hypotheses
testing. This study analyzes reliability (e.g.,
Cronbach’s alpha value) and validity (e.g.,
confirmatory factor and principle component
analysis). To test the proposed hypotheses, SEM was
employed to measure value of goodness of fit and the
coefficients of path analysis.

4. Data analysis Results
4.1. Reliability Analysis

Reliability was used to estimate Cronbach’s
alpha values. All of the coefficients for the proposed

4.3. Conclusion

The finding of the significance analysis for the
model are summarized in Table 4-1. For the H; test,
the standard path coefficient between the strategic SC
partnership and organizational performance was .56
and is significant at the level of .001. Thus, H; was
supported. For the H; test, the standard path coefficient

Organizational
Performance

model more than 0.70 for exploratory constructs [21].
Cronbach’s alpha for organization performance was
(.87) and SCM practices was (.85). All of the construct
component for the six dimension had Cronbach’s
alpha more than .7, that indicate high reliability.

4.2.  Validity Analysis

Analysis of the PCA and CFA are indicated
that the variance percentage explained were higher for
each of the dimension on statistics of PCA. Strategic
supply chain partnership (75.678), Customer
relationship (70.765), Information sharing (64.765),
information technology (77.665), Internal operation
(76.677) and organizational performance (80.612). As
[8a] recommended that the average variance extracted
by each dimension should be more than 0.5, all
measurement items met the criteria. The values
loading of each factor ranged from .718 to .916

The standardized loadings factor and t values
for measurement items, results of CFAs to test
measurement models for each construct separately
using the AMOS program. The values of standardized
regression weight of ALL SCM practices and
organizational performance were all more than .5 and
all items proposed by the study were statistically
significant at the .05 level.

between customer relations and organizational
performance was .15 and was significant at the .05
level. Therefore, H, was supported. Hs examines the
effect of information sharing and organizational
performance. The standardized path coefficient
between information sharing and organizational
performance was .52 and was significant at the .01
level. Thus, Hs is supported. For the Hj test, the
standard path coefficient between information
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technology and organizational performance is .62 and
was significant at the level of .001. Therefore, Hs was
also supported. And the last hypothesis was Hs
examines the effect of internal operations and

organizational performance. The standardized path
coefficient  between internal operations and
organizational performance was .42 and was
significant at the 0.01 level. Thus, Hs is supported.

Table 4.1. Summary of hypotheses testing

Hypotheses Path Predicted Result
Relationship
Hi Strategic supply chain partnership has positive correlation with organizational Positive Supported
performance.
H2 Customer relationship has positive influence on organizational performance Positive Supported
Hs Information sharing has positive correlation with performance of organizational Positive Supported
Ha Information technology has positive correlation with performance of organizational Positive Supported
Hs Internal operation has positive affect performance of organizational Positive Supported

4.4, Discussion

The purpose of this research is to analyze the linkage between
supply chain management practices and organizational
performance in service industry. The following five
hypotheses were initiated in this study: (1) Strategic supply
chain partnership has positive correlation with organizational
performance, (2) Customer relationship has positive influence on
organizational performance, (3) Information sharing has positive
correlation with performance of organizational, (4) Information
technology has positive correlation with performance of
organizational, and (5) Internal operation has positive affect
performance of organizational.

The current study shown that there is a positive impact
between Strategic supply chain partnership and organizational
performance (H1). This finding is inline which [32] [7]. They
argue that strategic supply chain partnerships are important
activities in organization especially the firm relationship with
main suppliers. The strong collaboration with supplier will
generate the company performance. Through strategic
supplier partnerships, organizations can work with suppliers
who can share responsibility for product success. [18] [31]
[35] [42] Such strategic supplier partnerships should enable
SCM to succeed. partnership relationships like this are
expected to increase customer satisfaction which in the end
will also improve the overall performance of the company.
According to [7][8] [11] [16] [22] [23] [25] supply chain
partnership refers to agreement on the practice between the
company and its suppliers, which could the transfer of any
important information and resources, which are needed to
produce mutual benefits.

Suppliers for any business plays crucial role in the smooth
operational activities and considered as an important factor
for success of firms. Integration with suppliers needs effect
communicative  mechanism  for  collaboration and
information sharing at strategic, tactical and operational level
[15]

Customer relationship has positive influence on
organizational performance also investigate in this research

(H2). We found that there is a strong linkage customer
relationship on organizational performance. The research
finding is related which some previous study [4] [13]. The
collaboration between firms and their customers could
manage and improve customer service, measure customer
satisfaction, determine customer expectations, facilitate
customer assistance, evaluate important relationships with
customers. [46] [1] [43] [4] [13] states that maintaining good
customer relations will enable organizations to be more
responsive to customer needs, thereby creating greater
customer loyalty, repeat purchases and willingness to pay
premium prices for high-quality products. Customer loyalty
and customer satisfaction are the main goals of SCM.

Research finding also show that Information sharing has positive
correlation with performance of organizational (Hs). Some
previous study [14] [19], shows [31] sharing information in
the supply chain network as to what extent important
information and property rights are communicated to the
company's supply chain partners. The useful sharing of
useful information between supply chain partners can result
in reduced inventory and production costs, a better
understanding of customer needs and a faster response to
market changes [47] [13] [23] [14]. Obviously that the strong
information sharing among supply chain partners could
generate the organization performance.

Information sharing has crucial importance in organizational
operational and strategic decision making and routine
activities. Researchers have depicted information sharing
(I1S) as organizational capital which shows the flow of
information across the organization and its participants.
Effective utilization of information on time among
stakeholders and participants enable firm to take decision
timely and quality also matters in information dissemination
[15]

The link between Information technology has positive correlation
with performance of organizational (Hs) also investigate in this
research. The research finding indicated that there is strong
correlation between Information technology and performance of
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organizational. The practices of information technology also
increase supply chain partners to share information when
needed in a timely manner [4] [3] [42]. The practice of SCM
requires better changes such as the integration of information
in the supply chain, integrating and collaborating with
targeted customers, suppliers of raw materials and finished
materials, and can even collaborate with competitors in the
supply chain. Therefore, for the company to successfully
implement SCM, there needs to be a change in the corporate
culture and strong support from the workers [18]

Internal operation has positive affect performance of organizational
also investigate in this research (Hs). We found that there is
a strong linkage Internal operation and performance of
organizational. Internal operations are all activities related to
the company's operating system and internal logistics flow
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