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ABSTRACT 

 

The instability of collaboration has long been studied through an understanding of partner 

selection criteria (Jamali, 2004), but the applied criteria are not yet fully appropriate in 

determining collaboration partners. Factors related to partner resources and factors that 

explain relationship stability are two criteria between two firms that are often used in partner 

selection. While the change of external environmental factors in the form of institutional 

context which is a critical factor in improving the quality of partner selection (Williams et  

al., 2009) has not been fully utilized. Specific strategic contexts make the selection of 

partners highly variable Hitt et al. (2000) and Robson, (2002a) in addition to the  

uncertainties of the external environment outside the company, making  institutional  context 

a critical success factor for collaboration. A partner selection framework was proposed by 

combining the three partner selection criteria that feed into the supply chain integration 

process that results in logistical capabilities and company performance. The conceptual 

model was utilized in studying supply chain integration among logistics service providers in 

Indonesia. 
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1. Introduction 

 

Increased market demand as well as competition is inevitable due to complex and turbulent 

environmental changes (Valentina, Putra, Saherlan, 2016). According to White (2000); Geykens, 

Steenkamp et al. (2006) companies can create competitive advantage to grow either internally 

or externally. Limitations of resources and capabilities are the company’s consideration of the 

choice of externally growing strategies (Das and Tang, 2008) through collaboration (Hoffmann 

and Schaper-Rinkel, 2001: 132). Collaboration is a process designed to enhance the capacity 

of services and create competitive advantage, through complementary partnerships of services, 

sharing information and forming collective responsibilities (Ellinher et al., 2000). Although 

collaboration is able to create competitive advantage through enhanced capability and quality of 

service (Isoraite, 2009), the risk of failure is also large enough to decrease service effectiveness 

(Holmberg and Cummings, 2009). 
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According to Hitt et al. (2000) and Robson (2002a) the selection criteria are highly variable 

and strongly influenced by differences and changes in external environmental factors, so that 

the institutional context is considered a critical factor in the selection of collaborative partners 

of Williams et al. (2009). This research will explore the above paradox by looking for factors 

that support the success of the alliance and minimize the failure (Culpan, 2009) one of them 

through the selection of partners by determining more fixed criteria in accordance with the 

context of the external environment and industry. In this study, the third-party logistics industry 

was chosen as one of the main drivers of logistics performance in Indonesia’s logistics system, 

an industry influenced by the institutional context through government involvement in the form 

of law, regulation and bureaucracy. 

 
Indonesia logistic performance is in a low position among ASEAN countries due to the high 

cost of logistics. This large logistic cost contributed by logistic service provider. In addition, the 

high price disparity due to the industry region centered on one island is also influenced by the 

quality service of LSP such as responsiveness, reliability, tangibility, assurance and empathy. 

Therefore, supply chain integration between domestic logistic service provider companies is 

considered to increased level of service and reduce logistic cost. Increased productivity will 

affect logistic costs charged to the owner of the goods so that the situation would affect the 

competitiveness of domestic products in Indonesia. 

 
The values of the institutional context can strengthen or weaken the collaboration of Bianchi 

(2003). The threat or business opportunity of regulators or governments, industry norms and 

communities in motivating and encouraging some companies to engage in collaboration is 

understood by using institutional theory (Hoffmann, 2000). Thus, rapid changes in the external 

environment and high uncertainties affecting the shift or development of strategies ultimately 

make the institutional context a dominant factor and desperately need to be considered in 

partner selection (Mahnke, 2001; Wei-Long Lee, 2014). Although the institutional context 

factors through institutional theory perspectives also contribute to the selection criteria selection 

process (Barriner & Harrison, 2000; Casson & Mol, 2006), a study examining the influence of 

the institutional context in the selection of collaborative partners is still very limited. 

 
So, the purpose of this study was to examine how the impacts of the selection of partners   

that combine three groups of partner selection criteria simultaneously to the formation of 

effective supply chain integration through the creation of logistic capability among logistic 

service provider companies. Therefore, it needs frameworks and theories which are integrated 

for connecting motive integration that  determines  the  type  of  partner  selection  criteria, 

the influence of the type of criteria for the selection of integration partners and the impact     

to the capabilities and performance of the company and partners. The empirical study was 

conducted on the logistic service provider companies in Indonesia which will conduct supply 

chain integration. The objective of this research was to determine the influence of selection 

partner and institutional criteria in the choice of supply chain integration partners towards the 

establishment of capability in creating a competitive advantage. 
 

 

2. Literature Review 

 

Strategic management and supply chain management both a dynamic process that encourages 

companies to create a competitive advantage through improved quality supply chain to adapt
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to environmental changes. Strategic management is more focused on developing competitive 

positions to create corporate excellence in generating performance (Porter, 1980, 1996). One of 

the strategies that have been selected through a supply chain integration to obtain resources and 

capabilities that are not wholly owned by each company (Dussauge & Garrette, 1995). While 

supply chain management is to focus on how the competitive position can be created through 

the supply chain process more effective and efficient (Fisher, 1997). This study employed the 

theory of strategic alliance and used it in strategic management to formation of supply chain 

integration in the supply chain management. 

 
2.1.  Partner Selection 

 

The success of collaboration depends on the determinants of each stage of collaborative 

evolution (Gulati, 1998) that consist of a forming phase in which the company decides on the 

right partner, the design phase in which the company and its partners set up governance in 

organizing collaboration and post-forming phases, whereby the company controls collaboration 

with and has giving results (Schreiner, Kale and Corsten, 2009). Thus, the company should 

consider the issue of partner selection by using a more comprehensive view that is focused  

on the selection of a selection criteria that is tailored to the context (Lin et al., 2008). The 

importance of successful integration partner selection becomes important in a dynamic and 

complex marketplace. Because the right partner can boost adaptability and reduce uncertainty 

in operations. In addition, partner selection involves a process of adjusting knowledge related 

to resources and capabilities among firms. 

 
2.2. Partner Selection Criteria 

 

The evaluation process of a set of criteria reflects the attributes that the company needs to obtain 

the right partner candidate. Selection criteria for partners have been widely used (see Kim and 

Lee, 2003; Das and He, 2006. However, in this study, the selection criteria was divided into 

two major criteria: the notion of task related motivation (Geringer, 1988 and 1991) and partner- 

related consideration (Glaister, 1996). Both sets of criteria are now widely used simultaneously 

in determining partners (Wei Long Lee, 2014). 

 
2.2.1 Task Related Criteria 

 

Task-related is associated with a specific task that is established and must be done in a 

collaboration. Gaining complementary resources and capabilities is the hope that every company 

collaborates. Consequently, the complementary capabilities make collaboration work better 

and achieve the goals of each company involved in collaboration (Inkpen and Ross, 2001). The 

most common and often identifiable form of collaboration is the resource-sharing alliance that 

focuses on the acquisition of complementary resources. Conceptually, the theory of resource 

based view underlies task-related criteria that emphasize the resources and capabilities of the 

focal firm to be able to compete effectively. The greater the complementarity among partners 

(complementarity), the more likely the success of a collaboration (Kale and Singh, 2009). 
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2.2.2 Partner Related Criteria 

 

Das and Teng (2006) summarizes partner-related criteria as organizational or interdependent 

suitability, complementary objectives, compatible culture or cooperation, previous relationships, 

mutual trust between top managers, equal status, reciprocal relationships and ease of 

communication. This set of criteria is focused on how companies can have better cooperation 

when allied with a focus on achieving organizational fit (Luo, 1998). These criteria emphasize 

on compatibility and trust between partners and mostly related to transaction costs (transaction 

cost economy theory). Partner compatibility refers to organizational compatibility between the 

culture and work style of the collaborating partner. The degree of conformity between partner 

firms has been found to be an important predictor of success or failure of collaboration (Shamdani 

and Seth, 1995). This set of criteria focuses more on how firms can have better cooperation 

when collaborating with a focus on organizational fitness or organizational fit (Shamdasani 

and Seth, 1995; Hagen 2002; Luo, 2002 and 1998). The goal of the compatibility partner is to 

ensure the continuity of relationship stability between partners which is an important criteria 

category in a collaboration (Anslinger, 2004). 

 
2.2.3 Legitimate Related Criteria 

 

This study adds an institutional context as a criterion of success factors of collaboration which 

incorporates legitimacy factors as one of the success factors of collaboration criteria to help 

focus on institutional pressure such as coercive, normative and cognitive more broadly and 

comprehensively (DiMaggio and Powell, 1983; Meyer and Rowan, 1977). Referring to the 

institutional context facing the company, the legitimacy because of institutional pressure from 

both the government, the association and the customer will be used separately as one of the 

criteria for selecting transport collaboration partners. Legitimacy is defined as a generalization 

of perceptions and assumptions to the needs, accuracy and suitability of corporate actions in 

systems socially constituted by norms, values and beliefs (Suchman, 1995: 574). Legitimacy 

also provides critical social resources that facilitate and complement financial and physical 

resources. Because collaboration has transactional and social traits, it is appropriate to test 

legitimacy in the context of collaboration. Collaborative activities involve activities of 

gaining and sharing risks and sharing both tangible and intangible resources (individual skills, 

knowledge, and contacts). 

 
2.3 Supply Chain Integration 

 

Increased complexity and associated risk sharing posed challenges in the supply chain (Chopra 

and Sodhi, 2004; Blackhurst et al., 2005; Tang, 2006). The company manages the complexity of 

the supply chain through an integrated supply chain (Schoenherr and Swink, 2012). The extent 

to which firms strategically link and align supply chains with their counterparts from upstream 

to downstream is a Supply Chain Integration (SCI) can be defined as (Jayaram et al., 2010; 

Schoenherr and Swink, 2012). In general, closer integration leads to improved performance 

(Forrester, 1961, Kim, 2009). Integrating supply chain processes with customers and suppliers 

allows companies to improve and simplify information and data exchange, which can lead to 

increased product and material flows throughout the supply chain (Wiengarten et al., 2013). In 

addition, SCI can enable companies to access various resources and capabilities in the form of 

knowledge embedded in other supply chain members and then enhance enterprise innovation 

(Craighead et al., 2009; Cao and Zhang, 2011). 
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Integration can be defined both from an internal perspective if it refers to integration between 

different functional areas within company boundaries and external perspectives when referring 

to how firms are integrated with upstream and downstream supply chain partners such as 

customers and suppliers (Flynn et al., 2010). Supply chain integration introduces the capability 

of exploiting the rapidly changing market opportunities (Uzi, 1997). The integration between 

supply chain partners can be the source of new product ideas (Kalwani, Narayandas, 1995). In 

addition, Supply chain integration makes chain members have high capability (responsiveness) 

in reacting to changes in the external environment. Closed integration enables supply chain 

partners to increase competence to meet customer needs with flexible offerings (Simatupang 

and Sridharan, 2005). Companies working with partners will benefit from the integration of the 

supply chain (Barratt and Oliveira, 2001; Callioni and Billington, 2001). 

 
Flynn et al. (2010) found that the relationship of supply chain collaboration and company 

performance is complex and has various constructs. To understand the relationship of supply 

chain collaboration and performance, it is necessary to test how each dimension of supply 

chain collaboration is related to different performance dimensions. Given that the inconsistent 

findings of value from supply chain collaboration stemming from differences in the definition 

and operation of key constructs (Autry et al., 2014), a deep understanding of the definitions of 

each dimension of supply chain collaboration is required. 

 
2.4 Supply Chain Performance 

 

Extensive research has been done in assessing the impact of supply chain integration on 

company performance (Schoenherr and Swink, 2012). Strategies leading to the integration of 

customers and suppliers have a higher impact on the level of firm performance into or functional 

integration into Frohlich and Westbrook (2001). Having a close and integrated supply chain 

relationship is a means to achieve superior performance in terms of cost, quality, flexibility, and 

delivery (Flynn et al., 2010; Narasimhan et al., 2010) In addition Flynn et al. (2010) identifies 

that internal integration of the firm is closely linked to business and operational performance. 

While integration with customers only closely related to operational performance. Schoenherr 

and Swink (2012) identified that internal integration reinforces the impact of supplier and 

customer integration on delivery performance and flexibility but not on quality and cost 

performance. Elmuti et al. (2008) show that positive and substantial improvements in overall 

performance is due to the integration and coordination of the internal functions within the firm 

and effectively linking them with their external suppliers. Although the selection of partners in 

the supply chain is a strategic decision of supply chain integration, a measure of performance 

in the study not only financial performance (revenue, profitability) but also non-financial 

performance (customer, supplier satisfaction). 

 
2.5 Relationship of Partner Selection and Supply Chain Integration 

 

Motivation is an important determinant of activities related to supply chain integration within 

a company (Chen, Lee, & Wu, 2008). Thus, in complex external environments, the prominent 

collaboration motivation is to combine complementary resources (Hagedoorn, 1993), so that 

the most valuable organizational competencies can be developed especially those that can 

create competitive advantage (Das and Teng 2000). Each company hopes to achieve significant 

alignment or conformity between the task-related criteria to ensure successful integration to 

enable full integration and company targets respectively (Inkpen and Ross, 2001). 
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Sharing resource alliances is a foundation of integration that focuses on complementary 

resources. Complementarity is an important element in the selection of partners and the 

determination of attractiveness as it influences the description of the orientation, ability, and 

activities of the partnering organization can be successfully integrated (Spekman and Sawhney, 

1990). Coordination between partners will be easier if partners have complementary skills 

and resources (Harrison et al., 2001). It can be inferred that the capabilities and resources that 

copy completes are needed in all collaborative contexts as well as the minimum requirements 

for integration. The right integration partner is one company that can contribute resources  

and capabilities that the focal firm lacks and ultimately determines the continuity of the 

collaboration. 

 
Hypothesis 1: Task Critical Factor to positively influence the effectiveness and efficiency of 

Supply Chain Integration. 

 

The current socio-political and economic context affects companies (Walter et al., 2008), where 

the influence of these complex environmental conditions raises three institutional pressures 

(Hoffman 2000): government regulatory pressure, industry norms and normative pressure. 

Because this is in line with DiMaggio & Powell’s view, 1983; Dacin, Hitt and Levitas, 1997; 

Geringer, 1988; Hitt et al., 2000, then another set of criteria relating to the institutional and 

pressing aspects in which such collaboration is formed and running needs to be of concern to 

companies that will collaborate. This pressure can increase the legitimacy of partner companies, 

and in turn can increase their chances of survival (Dacin et al., 2007). Companies that have 

legitimacy needs will be encouraged to identify partners who can meet those needs particularly 

if they are an important legitimacy for focal enterprises (Dacin, Oliver and Roy, 2007). The 

determination of partners who can meet the needs of market legitimation, relational, social, 

investment, or alliance become criteria of partner selection is also important. Based on these 

argument, the researchers conclude that institutional must be one of critical factor that influence 

the selection partner of integration. 

 
Hypothesis 2: Institutional Critical Factor to positively influence the effectiveness and 

efficiency of Supply Chain Integration. 

 

Any strategy will not work if this relationship is not applicable if it does not speed up 

compatibility in the first and foremost ranking of success factors of integration or collaboration 

(Hagen, 2002). It was found that the degree of compatibility became an important predictor of 

the success or failure of collaborative ventures between partners of companies (Shamdasani & 

Seth, 1995). In addition, the relational stability or relationship formed between partners during 

collaboration is one of the key determinants of successful collaboration (consistency, readiness 

and effectiveness). The quality of the relationships formed with these partners will shape better 

supply chain performance (Hsu, 2005). 

 
Hypothesis 3: Partner Critical Factor to positively influence the effectiveness and efficiency 

of Supply Chain Integration. 

 

Short time planning time, minimum inventory demands, low transport mode utilization and 

overall operational performance are issues that are closely related to supply chain integration 

(Browning and White 2000). Through Supply Chain Integration, the company will be able   

to reduce transaction costs and risks, increase profits through improved asset productivity 
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Figure 1. Research Model 
 

 

and reduced inefficiency. Supply chain integration offers an opportunity  for  Logistic  

Service Providers to develop business plans. Previous research has found  that  having  a 

close and integrated supply chain relationship is a means  of  achieving  superior  

performance (Flynn et al., 2010; Narasimhan et al., 2010). Devaraj et al. (2007) identified  

that integration with suppliers significantly contributes to the performance of operational 

firms in terms of cost performance, quality, flexibility, and delivery and does not occur if 

integration with customers. Internal enterprise integration is related to business and 

operational performance but not to integration  with  suppliers  (Flynn  et  al.,  2010).  

Instead, integration with customers is only related to operational performance.  The 

arguments lead to the following hypothesis. 

 
Hypothesis 4: Supply chain integration to positively influence the performance of the firm. 

 

3. Research Methodology 

 

The object of this research is companies that collaborate in the logistics service provider 

industry that provides logistic services to producers and end users. Companies that have been 

and are collaborating at least three years’ operating in the geographical region of Indonesia and 

has a distribution network in several big cities. Therefore, this research employed  

quantitative method which is equipped with qualitative method. The definition of qualitative 

methods here is more emphasized on literature studies and interviews (open questions and 

discussions) with business service logistics services aimed at generating questionnaires as 

well as analysis and writing of research results. Furthermore, this research will be more 

focused on quantitative methods through SEM (Structural Equation Model) to test the 

validity and reliability of each indicator that form the latent variable as well as test the level 

of relationship among the latent variables in the research model. Finally, qualitative methods 

will be conducted again through second stage interviews with the aim of discussing the 

results of the previous quantitative analysis. 
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