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Abstract: This study, firstly, identifies and analyzes the supply chain management of Aseli Daga-
du Djokdja, Co., Ltd., (here-after ADD) which has a problem. Secondly, this study pinpoints what
causes the problem in ADD’s supply-chain management (SCM). Thirdly, it investigates ADD’s
knowledge of the transformation process, since it was not conducted properly. This research
chose to use an exploratory case study with an in-depth interview to collect the data. This article
questions all the CEOs and observes all stages of activity accompanied by their information, re-
sources, and financial flows. The interviewer applies angulations to two or more of the subjects.
This study takes note that ADD’s knowledge of the transformation process is imperfect; this
weakness is at the top managerial level. The problem is also found when oral explanations do
not follow the transfer of documents among the divisions and staff. It means that information
asymmetry takes place. This study, which is designed with SNT and a comprehensive knowl-
edge of the transformation process, has several biases. The first one is the inference validity
bias. Secondly, it did not investigate how ADD’s management faces industrial competitiveness.
Finally, this research could not capture what the staff at ADD transforms their knowledge into.
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Introduction

This article highlights the problems s#all
and medinm enterprises (Hosmer) have in engag-
ing with their supply chain management (SCM).
Wieland, Handfield, and Durach (2016) and
Turban, Bolloju, and Liang, (2010) suggested
thata firm could achieve relative benefits when
it could implement its SCM correctly. The sup-
Pl chain describes how firms manage their
material, information, and financial flows, es-
pecially from the perspective of their input
and output. Kwon, Kim, and Martin (2016)
and Levallet and Chan (2019) suggested that
firms have problems understanding the prin-
ciples behind SCM, and this causes them to
attempt to fix their problems without having
the optimal solutions. The failure to under-
stand the needs of its SCM is ADD’s biggest
problem. This failure resulted in 39.08% of
ADD’s orders experiencing production de-
lays in 2016. These delays made the custom-
ers feel unhappy, because the company could
not produce everything it was contracted to
do in the required time limit. Therefore, this
article investigates the questions below. Firsz,
how does ADD’s SCM work? Second, why do
production delays occur? Third, why was the
knowledge of the transformation process
not managed appropriately? Fourth, did in-
formation asymmetries occur among the dif-
ferent departments? Fifth, why does ADD’s
top management not empower its middle and
lower management to collaborate internally?

This case is challenging because of the
following critical reasoning. First, this ar-
ticle elaborates on the underlying problem
through the social network theory (SNT)
and knowledge of the transformation pro-
cess. This study chose to use these theories
because of ADD’s situation i.e. the existence
of internal and external functions in its ot-
ganizational structure. However, there is the

probability of defects being present in its
knowledge of the transformation process
among its various divisions. This phenome-
non causes delays in its production schedule
and in the fulfillment of its sales orders. Ou-
chi (1977, 1979) argued that when managers’
knowledge of the transformation process is
imperfect (i.e., their understanding of means-
ends relationships in activities is poor), they
control their subordinates’ behavior by using
the clan approach. Mitchell (1974) explained
that the SNT, as a theoretical construct, func-
tions by relating to individuals, or groups that
have specific characteristics, protected by
norms and supported by each individual’s
trust. Moreover, social networks are created
because of knowledge of the transformation
process among their members. Therefore,
ADD could not control the inter-division re-
lationships from the combination of SNT and
knowledge of the transformation process.

Second, this study takes ADD as a lead-
ing case. This case argues that ADD is a well
known manufacturing firm, and probably the
best one in Yogyakarta. The World Bank pro-
posed Yogyakarta as the most eligible place
tor start-up businesses. Besides, Yogyakarta was
named as the best policy creator by the Inter-
national Council for Small Business (ICSB),
Indonesia, which was well-known as Presi-
dential Award 2017. It means that Yogyakarta
is the most suitable region for SMEs to estab-
lish themselves and then expand nationally.

Third, this study investigates this phe-
nomenon using an organizational unit anal-
ysis. Therefore, this study takes the infor-
mants from all CEOs, who are the heads of
human resources, production and planning,
purchasing, and administration and account-
ing. It could elaborate on the critical reason-
ing perceived by all the CEOs. They disclose
how ADD’ SCM works, and why the pro-
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duction delays occur. However, this study
limits its use of the various contexts in the
SNT and the knowledge of the transforma-
tion process. It means that both the infor-
mants’ and the study’s contexts could reveal
their reasoning for the weaknesses, flaws, lim-
itations, or powetlessness of ADD’ SCM.

This study uses the social networking
theory (SNT) (Turban et al., 2010; Wasser-
man and Faust, 1994) and knowledge of
the transformation process (Ouchi, 1977,
1979) to elaborate ADD’ problem. The
SNT(Turban et al, 2010) suggested that
the relationship between inter-individuals,
groups, or divisions usually has individu-
al characteristics, although they are in uni-
ty. This case, therefore, captures the failure
of ADD’s SCM and analyzes how and why
it occurred. Secondly, this study employs its
knowledge of the transformation process
(Ouchi, 1977, 1979) to identify whether in-
formation that enters ADD is disseminated
simultaneously or sequentially to the em-
ployees, or not. From other perspectives, this
study investigates whether the existence and
occurrence of information asymmetry are
present among the divisions in ADD. Finally,
this study combines the SN'T and knowledge
of the transformation process to identify
the information that could not flow correct-
ly from department to department in ADD.

This study expects to disclose the critical
reasoning for why ADD had faults in its SCM
implementation, and why they occurred. This
article highlights that big firms sometimes
fail to implement their SCM, and how small
firms can implement it even with constraints
on their resources. By managing its SCM op-
timally, a firm could get some benefits that are
always aligned with its mission. Beatriz, Alceu,
Adriana, and Charbel (2011) and Bloodgood
(2019) explained that SCM is the most effec-
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tive tool to improve a firm’s performance.
Therefore, a firm could improve its perfor-
mance when it has an organizational structure
that allows the SCM to function well. More-
over, it must also perform knowledge of the
transformation process among its divisions
so that there is no information asymmetry.
Practically, a firm usually has well-organised
plans for the materials, inventory, capacity,
labor, machinery, and other things it needs
to ensure a smooth production process.

This study has six sections. Section 2 pres-
ents the company background. Section 3 pres-
ents the case study method. Section 4 discuss-
es an in-depth review of the extant literature,
leading to the identification of critical con-
structs, findings, and managerial implications.
Section 5 presents the conclusion and limita-
tions as well as the possible future research.

Company Background

Aseli Dagadu Djokdja, Co., Ltd.
(Al-Haddad) is a manufacturing firm pro-
ducing some of the souvenirs sold in Yogya-
karta. ADD is a prominent and well known
company, established on January 4th, 1994,
and has produced alternative souvenirs with
the theme, "Everything about Djokdja."
Dagadu’s name was chosen from the Jog-
janese slang language, "dagadu" means "mat-
amu” (English: crash-you). To maintain local
values, the founder added the word "Djok-
ja" after the word dagadu. Meanwhile, the
old spelling of "Djokja" is meant to give a
traditional sense of the City of Yogyakar-
ta. Currently, Dagadu Djokja has three of-
ficial outlets, and one headquarters building
to market its products, namely Posyandu,
which is located on the lower ground floor
of Malioboro Mall. Posyandu 2 is located at
J1. Pekapalan No. 7, in Alun-Alun Utara, and
Yogyatorium is on Jl. Gedongkuning Sela-
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tan at No. 128. ADD received some awards
in 2009 in the categories of “Best Innova-
tion in Marketing,” and “Best Experiential
in Marketing.” Moreover, it won some more
awards in the categories of “Best in Social
Marketing,” and “Best Experiential Market-
ing” from the Indonesian Marketing Bulletin.

delays still existed and could not be cut short.
Then, the delays increased the production and
period costs, which decreased ADD’s profits.

The SCM of ADD

This section begins by describing the
flow of ADD’ supply chain management,

Table 1. ADD Sales Volume (Normadhi et al.)

Year’s Total Sales Profits

2014 25,850,049,749.45 5,084,979,675
2015 26,290,693,620.27 4,238,022,820
2016 28,340,260,936.64 4,808,638,245

ADD is categorized as an SME under
Indonesian regulations because its total rev-
enues are more than 4.8 billion IDR or 3
million USD. It has total revenues of about
28 billion IDR or approximately 2.1 million
USD annually. In the Republic of Indonesia’s
Dectee Number 20 of 2008, the sixth arti-
cle categorizes ADD as an SME. However,
ADD has experienced a decline in its prof-
its, probably because of the problem it has
with its SCM; which caused 39.08% of its
orders to suffer production delays in 2016.
If these delays had not occurred, ADD’s
profits would have been over 5.5 billion IDR.

This study takes ADD as a typical case;
it experienced a decline in profits due to im-
perfections in the knowledge transformation
in its internal departments. This case argues
that the main problem with ADD’s SCM is
in the knowledge transformation from the
marketing department to the production de-
partment, because the marketing department
does not pass on all the details in the sales
orders. Therefore, production managers fre-
quently re-demand items to ensure they have
all the raw materials and resources to fulfill
a particular sales order. This company uses
a model to predict market demand, but the

after which this study depicts the project’s
scope and objectives. ADD should con-
trol its supply chain optimally. It means that
ADD should be concerned about the flow
of all the materials, information, and finan-
cial matters from and to the related net-
works both internally and externally. Notably,
knowledge of the transformation process
must be available, so there are no defects
or faults. Figure 1 describes all the flows.

Figure 1 explains the flow of ADD’
supply chain management. This article shows
potential problems immersing in ADD’
SCM. All the potential problems may cause
delays to, or even postpone, production, and
thus prevent orders being met. This study
takes into account how, since the SCM is pro-
cess-oriented, it supports both the postpone-
ment of, or delays to, the customers’ orders.
This is described and explained as follows.

The lack of internal communication
and coordination probably helps to develop
production problems for ADD. The lacks
are sometimes defective from the marketing
department into production. The defection
occurs because the information sent from
the marketing department is in a brief doc-
ument, without details of the material requi-
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Figure 1. ADD’s Supply Chain

sitions or the overhead charges. Production
managers have difficulties in understand-
ing these sales orders. They should detail
the sales order, but this process needs a lot
of time. Moreover, the detailing process is
sometimes incorrect because of meetings
held among the various departments. There-
fore, production managers frequently re-de-
mand all the items they need to ensure they

can meet and fulfill a particular sales order.
Delays in production then can occur, so the
orders cannot be filled on time. This meant
that the sales orders get postponed or can-
celed. Table 2 shows the affected sales orders.

This study takes into account that ADD
faces questionable activities that are due to its

lack of knowledge about SCM. This problem
is due to the weaknesses in the knowledge

Table 2. Sale Order Postponements

PO Deadline Finish LATE
135/Dgd/01/16 Feb 1 Feb 12 11
032/Dgd/01/16 Jan 10 Jan 22 12
155/Dgd/02/16 Feb 29 Mar 11 12
157/Dgd/02/16 Feb 29 Mar 10 11
054/Dgd/03/16 Mar 10 Mar 22 12
060/Dgd/04/16 Apr 16 Apr 30 14
065/Dgd/04/16 Apr 17 Apr 29 12
069/Dgd/04/16 Apr 16 Apr 29 13
045/Dgd/07/16 Jul 25 Augs 7 12
048/Dgd/07/16 Jul 27 Augs 11 15
049/Dgd/08/16 Aug 15 Aug 29 14
076/Dgd/08/16 Aug 23 Sept 4 11
033/Dgd/09/16 Sep 13 Sep 25 12
081/Dgd/09/16 Sep 28 Oct 09 11
085/Dgd/09/16 Sept 29 Sept 9 10
004/Dgd/10/16 Oct 06 Oct 18 12
028/Dgd/11/16 Nov 08 Nov20 12
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of the transformation process in its orga-
nization, which eventually causes the pro-
duction delays. This case argues that ADD
and its SCM problem is a leading case. We
found that ADD is regarded as a big SME
in Indonesia. Moreover, ADD could be-
come a center of learning for other SMEs
in the future. In other words, if ADD could
improve the knowledge of the transforma-
tion process in its internal organization,
it could transfer information between its
divisions more efficiently and beneficial-
ly. Then, it could operate more efficiently.

Case Study Research Method

This research chose to use an explor-
atory case study to understand the faults,
flaws, or problems with ADD’s SCM. This
study used this method because it has func-
tions to identify how ADD’s SCM works and
why the production delays/postponements
occurred. This article questioned ADD’s
CEO and senior managers and observed all
the different stages of activity and the in-
formation, resoutces, and financial flows. It
means that this study focused on the SCM’s
processes. This study also focused on elab-
orating on the SCM defects in the current
situation and how they caused the delays
to, or postponement of, production and the
completion of sales orders, and their inter-re-
lationships. In other words, this study em-
phasizes the contextual and comprehensive
analyses of the fault (Cooper and Schindler,
2011; Eisenhardt and Martin, 2000; Single-
ton, 1988). This research was performed in
four stages, which were: collecting the data,
analyzing the data, synthesizing the case out-
put, reporting the results (Eisenhardt and
Martin, 2000; Singleton, 1988; Yin, 2009).

This study collected its data from an in-
depth interview. It chose an in-depth inter-

view method because this method can gather
detailed information from the selected in-
dividual, who should be chosen for his/her
great experience and knowledge. This study
posits Pavitra, Rajen, and Jyotsna (2014) and
Goulding (2002), by explaining that in-depth
interviews support the relevance of the col-
lected data. It had an impact on this study
by allowing it to filter the abundant data
into the most relevant, and discarding the
rest (Goulding, 2002; Hague and Jackson,
1987). Furthermore, this study took advan-
tage of the possibility to clarify information
and facts face-to-face with the interview-
ee. It means that whenever this study was
unsure about some of the information, the
points in question could be raised with the
interviewee, who hopefully clarified them.

This study performed six face-to-face
interviews with the managers of the market-
ing, human resources, production planning,
and inventory control departments, and the
head of purchasing and the head of account-
ing. We then interviewed 12 junior manag-
ers or members of staff, chosen at random.
Each interview lasted for about 60 to 95
minutes. The 12 follow-on interviews were
to get more information or to clarify points
raised previously. All respondents are rela-
tively men, while 25 percent are female. We
took note that almost all of the senior man-
agers are graduates from management disci-
plines while the junior managers and staff are
high school graduates. The interview process
stopped when all the points raised and data
from the SNT and the knowledge of the
transformation process had been clarified
and no freesh information could be obtained.

The authors played an important role
in identifying and analyzing the process of
the interviews. This process searched for
the answers until the interviewees disclosed
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their experience and knowledge in as much
detail as possible. The interviewer focused
on clarifying any confusion. It means that
the interviewer did not perform an inter-
ception or control any divergence from the
data collection’s objectives. The interviewer
applied angulations to two or more of the
interviewees. These angulations were used
to avoid personal bias both from the inter-
viewer and interviewee. Notably, all the au-
thors consulted each other to prepare a com-
prehensive understanding of every theme.

In the analysis process, this study posits
Strauss, Corbin, and Corbin (1998) and Pavi-
tra et al., (2014). However, it only selected
an axial coding because it had prepared the
material handout fixed by the SNT and the
knowledge of the transformation process.
Otherwise, this study neglected open and
selective codings. Therefore, this research
used the paradigm model to construct the
categories formed. Strauss et al., (1998) sug-
gested using this paradigm model. This mod-
el arranges phenomenon, causal conditions,
context, intervening conditions, action/
interactional strategies, and consequenc-
es (Pavitra et al., 2014; Strauss et al., 1998).

Lessons Learned

This study presents the lessons learned
from all phases of the case. It is classified
into two different perspectives as follows:
the social network theory (SNT) and the
knowledge of the transformation process.
It used six dimensions of SNT to construct
the lessons learned. They are the dissemina-
tion or sharing of information, communica-
tion, collaboration and innovation, knowl-
edge management, training and learning, and
management activities and problem-solving,
Meanwhile, this study takes into account
the knowledge of the transformation pro-
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cess, which differs in its perspective between
“perfect” and “imperfect.” The imperfec-
tion completely fashions the lessons learned.

Information dissemination or sharing

This section investigates ADD’s infor-

mation  dissemination/sharing  externally

and internally. The first discussion is about
external sharing. ADD’s CEO had dissem-
inated information to all the consumers
through social media such as Instagram,
watch, Twitter, Facebook, and various web-
sites. The use of social media can help with
marketing; it allows potential customers to
search for and buy ADD’ products via so-
cial media. We value that ADD conducts
information dissemination/sharing with its
customers and suppliers optimally. We infer
that ADD has used social media not only for
selling its products but also for maintaining
its customers. Moreover, ADD has benefited
both organizationally and individually. This
case showed an excerpt from the informa-
tion collected without further dissemination.

‘We, ADD, have a website. On this web-
site, we uploaded all of our products. Thus,
most customers can buy without going to our
outlets. "They could choose what they want,
and they can pay later. It means that we
have made things easy for our customers.
We also used 1G (Instagram), that you can
check. This is one of the many social media
that we use to brand onr products.” (IF1-14)

“I made a purchase order and sent it to the
suppliers. 1 made this purchase order by cal-
culating what was needed based on a sales or-
der from the marketing division. To complete
this purchase order, 1 signed it, and I asked
my manager to approve it by signing it. Then
I scanned and uploaded it into the information
system. This process is all manunal. 1 sent the
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purchase order to the suppliers who stocked
that specification of fabric. Affer receiving
the fabric, 1 confirmed this invoice and the
supplier’s bill of lading by phone.” (1F4-5)

The use of social media benefits the cus-
tomers but creates problems for some part-
ners and suppliers (those involved with sew-
ing and printing). This study notes that ADD
works with 20 different sewing and printing
partners and material suppliers. The relation-
ship with the material supplier is excellent.
However, the relationship with their sewing
partners is somewhat fractional and strained.
It is because ADD only sends production or-
ders to its sewing and printing partners, to-
gether with the necessary raw materials and
supporting information once ADD receives
an order. Because the sewing and printing
partners only receive the disseminated infor-
mation from ADD when ADD wants them
to make something, this infers that ADD did
not share the information previously, and
consequently the sewing and printing part-
ners do not have enough time to plan their
production processes propetly, especially
with regard to them recruiting the work-
ers they need to meet the order from ADD.

We underline that ADD is not fully
aware of the role of information dissem-
ination/sharing. ADD’s CEO should in-
crease the awareness linkage by improving
the performance of the supply chains (Ga-
nesh, Raghunathan, and Rajendran, 2014
Lee and Whang, 2000; Nadia and Peter,
2017). It is, therefore, crucial to understand
that information dissemination/ sharing in-
fluences productivity (Cheng, 2017). ADD
needs clear information-sharing policies and
a proactive approach to information sharing
with its production partners (Fawcett, Cyn-
thia, Chard, Fawcett, and Magnan, 2011).
In other words, ADD’s CEO should com-

prehend that information dissemination/
sharing is a key driver to reduce information
asymmetry with their production partners.

Communication

The ADD has organized its internal
communication system well. Moreover, its
external communications are also good, ex-
cept with its production partners. This study
recalls the case of information dissemina-
tion/sharing for the sewing and printing
partners. ADD’s CEO uses social media to
communicate with all the suppliers and part-
ners. However, the CEO does not consider
the timing of the requests. When he/she
sends information to the division, supplier,
or partner, they need time to plan and pre-
pare to support the next production run. It
means that the production delays and post-
ponements exist because of the poor timing
of communications and orders from ADD.

ADD creates communication struc-
tures among its individuals and divisions
internally and externally. This study values
that the structures are good enough to co-
ordinate and control all of ADD’s activities.
However, ADD did not induce a comple-
ment of the structure that is the communi-
cation process. The communication process
depends on the timing of when the infor-
mation is sent or disseminated to others.
Proper timing improves coordination and
control. It means that ADD did partly in its
communication process. This study disclosed
an excerpt collected from an informant.

“‘We used 1G, and all internal members in
ADD conld make comments. From this social
media platform, we counld see and scan what
model types the customers demanded. In 1G,
there are some likers. To share knowledge in-
ternally, we developed a website that internal
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users could comment on. Next, all the com-
ments will be discussed with the marfketing
division in the scheduled meeting.” (IF1-15)

“1 got information from other divisions. W hen-
ever customers complained about the colors,
the fabrics quality, or other things in ADD¥
outlets, they informed me about the complaints.
Then, I had to write a letter and send it to our
suppliers. 1 did this manually. 1 noted that
we did not have an online system.” (IF4-17)

ADD has taken into account what
Rogers (1986) and Carol, Choon, and Chun
(2013) suggested. It creates and shares in-
formation to reach a mutual understanding;
It, therefore, means that ADD performs
cither as a divisional or interpersonal com-
munication network. In other words, it is
a communication structure. However, for
communication structures to work optimal-
ly, the timing of messages or information is
crucial. ADD’s CEO must consider the tim-
ing of his/her information dissemination.

Collaboration and innovation

This section shows that ADD has en-
tered into complex collaborations which are
aimed at producing new products. ADD’s
management conducts a monthly commu-
nication forum. The communication fo-
rum discusses sales targets and their conse-
quences for the production department. The
marketing division accepts sales orders and
passes them on to the production depart-
ment. The production department usually
adjusts its production targets to conform
with marketing’s demands. The production
department usually approves and some-
times negotiates a schedule to finish the or-
ders. It has been running well up to now

ADD’ management has a consen-
sus that collaboration has to be conducted
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face-to-face. It means that ADD has tools
to control all the activities. Unfortunately,
the communication forum is sometimes de-
layed because of staffs’ disciplines. We also
find that some staff are absent, but not that
often. However despite these problems,
ADD’s management tries to collaborate well
with the staff. It infers that ADD’s manage-
ment has direct control over production.
However, still partly conducted, ADD’s
management concentrates on its marketing
targets and internal production only. This
case is identified by three excerpts below

Al product designs should have been raised in
a communication forum. This forum is used to
comment on the designs. In this forum, we can
see, we can comment that this product is eligi-
ble to be displayed or not. Moreover, does this
product conform with our brand or not. We say
to all members that ADD is different from oth-
ers, such as the Hirpik and DGD.”(IF1-10)

“In this forum, we can see how market-
ing targets conld be adjusted to match the
production  capacity. Sometimes, we contra-
dict each other. Althongh we noted that the
marketing  division will always send  high
numbers of  products, the production divi-
sion could not always fulfill marketing’s de-
mands. It also happens inversely.” (IF3-10)

“We could decide the forum s comments. We will
send the production team to ascertain that the
products would be marketed. Therefore, we knew
what ADD management wants.” (IF2-11)

ADD’ management posits the sugges-
tion of Colbry, Hurwitz, and Adair (2014)
and Shadur and Bamber (1994). Colbry et al.,
(2014) suggested that collaboration works it-
respective of the formal structure, and that
it could be between a manager-with-sub-
ordinate, subordinate-with-subordinate, or
some other permutation. It means that ADD
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needs to make collaborations, both inter-di-
vision and with its suppliers and partners.
ADD uses collaboration to make innova-
tions linked to its services and products. In
other words, ADD’s management looks for
teamwork and continued sustainability (An-
dres, Pablo, and Pablo, 2016). This orienta-
tion has created a consensus that collabo-
rative efforts create synergy and allow for
better outcomes. It has therefore become
management’s belief that collaborative work
provides a stimulus for the development of
new practices toward the next innovation.
Colbry et al., (2014) suggested that the col-
laboration theory is how members in an
organization work, irrespective of whether
the formal structure is between a manag-
er-with-subordinate, subordinate-with-sub-
ordinate, or some other permutation.

Knowledge management

This research could identify that ADD’s
management is “a structurally decentralized
organization,” but it is not yet “a human-em-
powered decentralized one.”” It occurred
because ADD’s management has a lack of
knowledge about management activities. This
study finds that knowledge flows between
managers and their subordinates in one di-
rection only. From the contents’ perspective,
most knowledge flows from the top man-
agement to their subordinates. This research
highlights that ADD’s management has little
in the way of a two-way dissemination of
knowledge. In other words, ADD’s manage-
ment could not empower their subordinates
to get involved in the knowledge repository.

From a behavioral perspective,
ADD’s staff and executives have person-
al knowledge. Moreover, they also prefer
to acquire knowledge individually; which

means that they do not intend to share

what they have with other organizational
members. Although ADD’ management
have established some communication fo-
rums and use social media as a knowledge
repository at the organizational level, the
staff and executives are somehow reluctant
to share their knowledge organizational-
ly. This case is shown in the excerpt below.

“We have counseling that is directly from top
management to the middle and low ones. We
recognized that hard-skills knowledge is top-
down from the top management. An example,
we were trained in how to do human resources
recrustment. We were tanght all the stages of
human resources recruitment, and how to in-
terview new entrants. This is what we taught
to all the ADD management.” (IF1-7)

This study finds various problems with
the knowledge management in ADD. The
first one is the low motivation of the staff
and executives to share their knowledge with
others in the organization. The second one
is the information flows in the form of one-
way traffic, mainly from the top management
to subordinates. This study infers that these
problems contribute to the occurrence of
production delays or postponements. There-
fore, ADD’s management should improve
the motivation of the staff and executives
to share their the tacit knowledge with the
organization (Josep, Josefa, and Jordi, 2011).
Furthermore, ADD’ management should
create an organizational culture that supports
all the staffs’ awareness of the importance
of two-way communication (Josep et al.,
2011; Shakerian, Dehnavi, and Shateri, 2016).

Training and learning

ADD’ management had conducted
some training, which included hard skills as
well as soft skills. The management always
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offered hard skills training for product devel-
opments, i.e., Sablon, 3Ds max designs, and
so forth. ADD rarely conducted soft skills
training, This study finds that ADD’s em-
ployees required more soft skills training in
comparison with hard skills. It also finds that
ADD’s management conducted training for
internal use only. It means that ADD’s man-
agement did not perform training in triadic
settings. This case is disclosed by an excerpt
supporting what management did, as below.

ADD  always conducts some training. The
training is used to enhance low and middle man-
agements’ knowledge. They fit the organization-
al needs, but the training is for hard skills only.
We noted that the soft skills pieces of train-
ing are rarely held. Sometimes, we conducted
soft skills training, but this was to increase
team-building only. Moreover, the needs of
knowledge that have natural characteristics are
usually conducted in the form of team or manage-
ment gatherings, recitations, or others.” (IF1-7)

This research recommends that ADD
should have conducted training systems in
triadic settings. It means that the training in-
volved suppliers and customers as if they are
part of ADD’s management (Rétzmeier-Ke-
uper, Jennifer, Wiunderlich, and Schmitz,
2018; Wynstra, Spring, and Schoenherr,
2015). In other words, ADD’s management
looks to prohibit the dyadic setting, and al-
ways arranges the triadic one (Modi, Wiles,
and Mishra, 2015; Satu, Pia, and Wesley,
2014; Wynstra et al., 2015). This relationship
strategy is used to balance the knowledge
among the organization, suppliers, and cus-
tomers. Moreover, it makes the business pro-
cesses more dynamic and better prepared for
the immersion of innovation. It means that
ADD’ management conducted knowledge
sharing, communication, and collaboration.
Moreover, it had the impact that ADD’s man-
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agement had to empower the firm’s execu-
tives and staff to undertake problem-solving;

Management activities and prob-
lem-solving

ADD’s SCM is not yet optimal. The facts
show that there are many production delays.
It means that this study could highlight that
ADD’s management did not segregate the
duties of the company’s departments very
well. This study found that the marketing
department could order things directly from
vendors, without involving the purchasing
department. It infers that unexplicit author-
ity exists among the departments. In other
words, ADD’s management did not dele-
gate departmental problem-solving explicitly.
From another perspective, the purchasing de-
partment is like a dummy node and only acts
when instructed to by another department.

ADD’s management should redesign the
authority, responsibility, and the primary task
for each department. All ADD’s departments
can perform their job when their authority is
explicit (Gubbins and Dooley, 2013; Gupta
and Govindarajan, 1986). Their departmen-
tal authority, accompanied by other SCM di-
mensions, creates a more systematical opera-
tion (Henneberg, Juani, Peter, Zhizhong, and
Stefanos, 2009). It means that ADD’s man-
agement has control over all the departments
(Gubbins and Dooley, 2013). Therefore, all
the departments would be in congruence
with the organizational goals and objectives.

From another perspective, ADD’s man-
agement designed all the standard operating
procedures and job descriptions. However,
the management did not empower all the
company executives with them. Consequent-
ly, each department is headed by a highly
competent and capable person who will lead
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others. In other words, the standard operating
procedures and job descriptions are artifacts
only. It, therefore, means that ADD’s man-
agement should empower the administrative
staff to be in alignment with all the organiza-
tional regulations (Sih, Hanser, and McHugh,
2009). This study concludes that ADD’s
standard operating procedures and job de-

scriptions are the knowledge (Gubbins and
Dooley, 2013) that the management should
disseminate to all the executives and staff.

This study infers all the problems
have been noted in the previous discus-
sion. It, therefore, conceptualizes all the
problems in the framework of the so-
cial networks, as shown in Figure 2 below

MARKETING a CUSTOMERS
D3@DE
RAW -
MATERIAL M—1@@—— PRODUCTION STORE 7
SUPPLIERS
D@ T RAW MATERIAL FINISH GOOD
e WAREHOUSE WAREHOUSE
P2@®7D®
WORK IN
L5 process —®a®
AEDE IN-HOUSE
PARTNERS i ST ®

Descriptions: Dlnformation Asymmetry; @Not Mutual Understanding; (3Not Collaborative Works; @Low

motivation and one-way traffic; (®static; &No Empowerment; @Postponement;

(®Imperfection of the Knowledge of the Transformation Process.
Figure 2. Problems Found in ADD’s Social Networks

Figure 2 shows that the imperfection of
the knowledge of the transformation process
occurred in ADD’s own departments. The
first dominant problem is the occurrence and
existence of information asymmetry, because
of its unclear information dissemination be-
tween senders and receivers. It is among mar-
keting, production, in-house production, and
the storage facility — information asymme-
try impacts on the confused communications
among the departments. Consequently, the
first dominant problem creates the second
problem; there is a disassociated understand-
ing between the departments within the or-
ganization. Then thirdly, this study pinpoints

that uncollaborative work occurred among the
departments and staff, especially between mar-
keting and production. The fourth problem is
that all the departments have poor motivation.
The lowest motivation is in the marketing de-
partment, where it is the most powerful one.
The low motivation problem, accompanied
by the one-way flow of information from
the high node, the low one consecutively oc-
curred in command types. Moreover, the ab-
sence of face-to-face meetings and communi-
cation forums make the process of detailing
all the activities worse. This research called the
fifth problem is static. The sixth problem is in
the training and learning offered both inter-
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nally and externally, but ADD’s management
cannot improve this very quickly. It is also be-
cause of the static. In other words, it infers
that there is no empowerment. This study in-
fers that the problems cause the production
delays and postponements, which is the sev-
enth problem. Finally, this study constructed
all of the problems into a unified concept
that is the imperfection of the knowledge of
the transformation process. This study noted
that there is an eighth problem. For these rea-
sons, this study provides the excerpts below.

“Yesterday, 1 made an incorrect purchase or-
der. The problem is the order for buying fab-
ric is standardized with a minimum quantity.
Consequently, ADD 5 procurement department
could not make a purchase order from supplier
A’ because it was for 250 kg. Although the
specification and quantity of the fabrics are the
same, the production process for dyeing required
a nine-time process. 1t is due to the dyeing ca-
pacity of 240 kg; the dyeing process should be
nine-times only. Thus, the purchase order for
those fabrics should be added to adjust the pro-
duction capacity. 1t is challenging to produce
all the finished products at once.” (IF4-19)

“There are many errors. It probably is vul-
nerable to count how much fabric should be
ordered from suppliers. Although we have
the formula to make a purchase order, it
s sometimes wrong. We have some expe-
rience, but the errors reoccur.” (IF3-24)

“Waiting for the approval is time-consuming. In
the applications for purchase and production or-
ders, the approval is too long due to the sequen-
tial process from the marketing officer, brand
manager, marketing manager, purchasing man-
ager, and operational manager. Then, it is sent
to the liaison person to make a purchase order.
It takes three days even if the top management
are in the office. On the other hand, we are not
usually asked to explain the order.” (IF2-4)
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“While waiting for the anthorization and
its approval, we can execute the purchase or-
der. 1t means that the authorization and its
approval could be granted later, becanse it
takes seven working days. Meanwhile, the
fabric should be processed in the production
division immediately. The production of the
orders is always late without fop manage-
ments anthorization. Even less, we are asked
to use authorization, let alone.” (IF3-6)

Knowledge of the Transformation
Process

This study takes note that knowledge
of the transformation process in ADD is
imperfect. This study highlights that market-
ing sometimes sends information to produc-
tion through a short message and WhatsApp
only. Moreover, the production manager
sends detailed planning documents physical-
ly. Both marketing and production managers
have sent documents without there being a
short discussion about them. It means that
among departments, the imperfect knowl-
edge of the transformation process occurs.

This study inspects the behavior of
ADD’s staff. It found that the team-based
structure shows a complete knowledge trans-
formation. However, organizational-based
structures show that among divisions and
ties could not entirely do. The imperfection
of knowledge of the transformation pro-
cess occurs at the top managerial level. The
imperfection also takes place when depart-
ments and staff transfer documents without
following-up with oral explanations. It means
that information asymmetry takes place. Fur-
thermore, this study infers that the top man-
agerial levels at ADD tend to measure and
control things using the output approach
only; but they do not try to control their
subordinates with the behavioral approach.
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This research posits Kirsch, Ko, and
Haney (2010), Kirsch (1996) suggested that
organizations always improve their organi-
zational- and team-based structures from
more complex, nonroutine and knowl-
edge-easy forms into different ones. How-
ever, the phenomena above took place,
and ADD’s management ignores what they
have done. It means that ADD’ manage-
ment does not handle the transformation
from the knowledge-easy to the different
ones. Moreover, the senior management at
ADD do not change the structures from
the more complex to the more straightfor-
ward, and from the nonroutine to the rou-
tine. Overall, ADD’ management likes to
control and measure their subordinates and
departments with the output approach,
but they should use the behavioral one.

This study, as a consequence of the im-
perfection of the knowledge of the transfor-
mation process, concludes that ADD’s man-
agement conducted their control with the clan
approach only. It infers this because ADD’s
management faced imperfect knowledge of
the transformation process, and a low ability
to measure the output (Kirsch, 1996; Ouchi,
1977, 1979). In other words, this study ar-
gues that ADD’s management does control
its subordinates’ behavior by using a clan
approach. This controlled condition is some-
how confusing when ADD faces stiff com-
petition from other companies. It means that
ADD’s management do not have adaptive
competencies, organizationally. It also means
that ADD’s management never takes into ac-
count the behavioral perspective approach to
control its subordinates consecutively. There-
fore, this research recommends that ADD
needs to transform its internal business pro-
cesses to become a more sustainable SME.

This study suggested a practical or man-

agerial implication for the chief officers both
in the SME and other corporate firms. To
control ones subordinates, officers should
use a behavioral approach to ascertain that
their messages or commands are received and
understood by their subordinates correctly.
Moreover, formal or written instructions are
not always received by subordinates in a time-
ly manner, although information systems may
have been used to distribute them. The top
management should use oral communications
to comprehend what information has been
sent. Furthermore, the behavioral approach
and embedded oral communications are also
applied to the management of information
in the bottom to top officers’ relationships.

From another perspective, this study
suggested a social implication, especially for
informations’ dissemination to society. The
public principal should use not only formally
written messages but also information media
that can transform and transmit knowledge
to society at large. The public principals
should have used information media due to
the inability to conduct knowledge trans-
formation through a behavioral approach.
It means that they could reduce the distort-
ed information in society. Moreover, public
principals could eliminate distorted informa-
tion, when they repeated knowledge transfor-
mations frequently. It means that knowledge
transformation could not be done just once.

Conclusion

This study identifies and analyses
ADD’s faulty SCM. Furthermore, this study
pinpoints what causes this problem in the
SCM. This article elaborates on the undet-
lying problem through the social network
theory and knowledge of the transformation
process. This study uses the framework of
six dimensions of the social network theory
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to elaborate on the problem with the SCM.
These six dimensions’ results yield a holistic
problem that ADD’s management faces. It is
the knowledge of the transformation process.

This study infers that the marketing
division does not share information eatly
enough, and consequently the sewing and
printing partners do not have enough time to
plan their production when they get an order
from ADD. The structure is good enough
to coordinate and control all ADD’s activ-
ities, but it did not induce the communica-
tion process to function in a timely manner.
ADD’s management collaborates well with
other businesses and has control over its
own production. However, still partly con-
ducted, ADD’ management concentrates
on the firm’s marketing targets and internal
production.The problem with the knowledge
sharing in ADD?s is it is just one-way, and
goes from the management down to their
subordinates. Moreover, this study pinpoints
that the knowledge sharing is mostly done
via instructions. Another point is that ADD
needs to conduct more soft skills training,
rather than concentrating on hard skills. The
training should not only be internal, but also
external in triadic settings. It needs ADD’s
management to revise and restate what the
authority, responsibilities, and the prima-
ry task of each department are. Finally, the
defect is magnified when oral explanations
do not follow document transfers among
divisions and the staff. It means that infor-
mation asymmetry frequently takes place.

ADD’s management should optimize its
SCM. The most appropriate method to solve
this problem is knowledge dissemination
among its networks internally and externally.
The knowledge of the transformation pro-
cess should involve all employers and internal
departments. At the same time, the external
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network should also cover the relationship
between the management and all the part-
ners and suppliers, as well as the customers.
It means that ADD’s management chooses
to solve the problem with the knowledge
of the transformation process. Therefore,
it can improve the organizational knowl-
edge that is useful to enhance the staffs’ and
executives’ competencies and capabilities.

This study concludes that ADD’s man-
agement has a parsimonious solution, which
is knowledge of the transformation process.
This study suggests the solution of Pandora,
where ADD’s command wentback to the orig-
inal idea. This solution proposes that ADD’s
management always improve its organiza-
tional- and team-based structures from more
complex, nonroutine, and knowledge-easy
ones to the other ones. Moteover, the knowl-
edge of the transformation process is not
only for the interlinked external networks
but also the internal ones. Therefore, ADD’s
management could control and measure their
subordinates and departments by their behav-
ioral and output approaches simultaneously.

Limitations and Future
Research

Although this study is designed us-
ing the social network theory and compre-
hensive knowledge of the transformation
process, it has several biases. The first one
is inference’s validity bias. It was explained
that this study identifies and analyzes the
problems and causes using the denomina-
tors of these theories only. This study opens
opportunities that the errors in the sales and
production orders could be defined by oth-
er perspectives, for example, the level of the
staff’s competency and capabilities, the de-
gree of the staff’s commitment, and so on.
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Second, we did not investigate how
ADD’s management faces industrial compet-
itiveness. We acknowledged that most SME
face operatingunderincreased regulations and
laws, especially the tax laws. This study high-
lights that pressure from all the regulations
and laws influence ADD’s behavioral adapta-
tions. It means that, somehow, ADD’s man-
agement usually concentrates on the bonding
process. For example, ADD’s management
conducts tax avoidance and its tax knowledge.

Third, this study had planned the ma-
terial handouts and schedules for all the in-

terviewees. It means that all the interviewees
were ready, or they were in a state of high
conscientiousness. Otherwise, this study
should follow the real activities that exec-
utives and staff did daily. It, furthermore,
means that this research could not capture
when the staff transformed their knowledge
into informally. We note that ADD’s man-
agement sometimes could not conduct the
knowledge transformation process through
a formal process. ADD’s management com-
plemented this transformation by using an
informal process to fulfill the optimal one.
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