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Abstract
Nowadays, organizations are facing a very competitive business environment than before. In addition, the
aspects of the strategic formulation process for the operations strategy is gradually changing from the
competition focused on the collaboration viewpoint.

Therefore, the type of competition is shifted to the

supply chain level instead of the traditional firm level competition. Therefore, system integration between
firms has been regarded as an effective strategy to achieve a firm’s competitive advantages. The purpose of
this study is trying to discover the relationship which will stimulate firms to apply system integration
between each other for better communication and cooperation with partners in the supply chain.
Therefore, the study tries to find out the system integration moderates the relationship between
relationship-specific social capital and value co-creation and also tested the relationship between value cocreation to firm performance. Study samples are selected from the firms of central-satellite development
system (CSD) in Taiwan because the characteristics of Taiwan’s CSD include the short product life cycle,
uncertainty of market demand and delivery on time, etc. The study results appeared system integration
moderated the relationship among structural (information sharing), cognitive (shared valued) and value
co-creation. Moreover, the value co-creation for firms from upper stream significantly influences supply
chain performance for the firm performance of customer’s responses in the downstream of the supply
chain. Theoretical contributions and managerial implications are also discussed providing several future
research directions and suggestions for firms in the supply chain respectively.
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Introduction
Nowadays, business competition is more intensive than in the past. A firm cannot compete with its competitors and
environment just by itself anymore. The core of the business strategy is gradually changing from competition to
collaboration. A firm needs to collaborate with its partners including suppliers and customers simultaneously.
Suppliers/vendors, manufacturers, distributors, and retailers interconnected by transportation, information, and
financial infrastructure consists of a supply chain. The supply chain’s objective is to provide values from the
manufacturers to the end consumer regarding products and services, and for each channel participant to reap a profit in
doing so (Carr and Hale 2007; Sahin and Robinson 2002).

Therefore, the competitions trend for business is between supply chains (SC) instead of competing with a
firm alone. Because of SC collaboration, firms have already broken the organizational boundaries and try to
collaborate with their partners. IT has played an important role to enable real-time integration of supply
chain partners, provided organizations with forward visibility, and improved production planning, inventory
management, and distribution by sharing of large and accurate amounts of information in the whole supply
chain, including operational, logistical, delivery and even the strategic planning data (Li et al. 2009).
In this study, system integration (SI) is defined that firms in the supply chain connect and communicate with
partners through the Internet and the level of SI for IT application. Moreover, the real-time information
must transfer to every member of the SC quickly and accurately.
Therefore, the close collaboration will
help to decrease the bullwhip effects and lead to the firm’s better performance (Frohlich 2002; Lee et al.
1997). Since the SI has played a more and more important role days after days, we apply the relations
between firms to exploit how they influence the level of firms to adopt SI. Thus, the study proposes system
integration as a moderator to find out the effects of the relationship between social capital and value cocreation. Moreover, because the value co-creation is made by the focal firm and its main supplier, the study
also tries to find the firm performance whether the value co-creation influence a firm’s performance of
customer’s responsiveness.
For the research purpose, many studies found the direct effects of system integration to supply chain
performance as value co-creation (Droge et al. 2012; Li et al. 2009; Zhou et al. 2018). Most studies applied
system integration as an antecedent of the supply chain performance. Differently, the study tries to explore
the system integration from other perspective and the focus on the moderating effects of IT integration to
value co-creation for upstream partners to explore the effects to the supply chain performance for downstream
firm performances.

Literature Review
System Integration
As to the Pre-Internet stage, real-time demand information and inventory visibility were not easily accessed, and most
supply and demand integration are involved telephoning, faxing and EDI. However, these phenomena have changed
in the Internet era, and firms widely applied for the web-based technologies to allow e-supply chain (e-SC) integration
for inventory planning, demand forecasting, order scheduling and customer relationship management (Frohlich 2002).
In addition, SC adoption also applies IT especially the Internet with effects to speed communication and information
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flow throughout the whole SC. The internet has also allowed the collaboration among SC partners to become
automated, providing access to real-time information and forming a communication-based network for businesses as a
platform to operate throughout its SC (Lancaster et al. 2006). E-SC adoption can be defined as a business process that
adopts the Internet or another electronic medium as a channel with supplier members (Swaminathan and Tayur 2003).
They adopted these dimensions to measure electronic data interchange (EDI), and it is suitable to measure the different
levels of interfirm system integration by the Internet. Zhu et al. (2006) and Shi et al. (2010) applied open standard
inter-organizational system (IOS) research model with the Internet. It also reveals the applicability of these IOS use
dimensions to a new advancement in IT in the supply chain.
A common description made for system integration is that it enables more sophisticated and flexible forms of analysis
leading to enhanced supply chain performance (Chapman and Kihn 2009). System integration refers to utilize
information technology (IT) in order to the sharing of key information along with the supply chain network. One of
the main purposes of system integration is to achieve real-time transmission and processing of information required
for supply chain decision making (Prajogo and Olhager 2012). Increased logistics-related communication is for higher
levels of integration, greater coordination of the ﬁrm’s logistics activities with those of its suppliers and customers, and
more blurred organizational distinctions between the logistics activities of the ﬁrm and those of its suppliers and
customers may become more blurred organization distinctions between firms (Prajogo and Olhager 2012). Moreover,
system integration refers to the extent to which “a manufacturer strategically collaborates with its supply chain partners
and collaboratively manages intra- and inter-organization processes,” (Flynn et al. 2010). Firms can collaborate with
their SC partners in many different ways, and thus there can be various dimensions of SC integration (Lee et al. 2014).

Relationship-specific Social Capital
The concept of social capital has become increasingly popular in social science disciplines (Adler and Kwon 2002). It
has been applied to interpret a wide range of social phenomenaNahapiet and Ghoshal (1998, and researchers have
considered the role of social capital to have an impact on the development of human capital (Coleman 1988; Loury
1976; Loury 1987); on the economic performance of firms (Baker 1990), geographic regions (Putnam 1993; Putnam
1995), and nations (Evans 1996; Fukuyama 1995); and on economic development (Woolcock 1998). Utilizing the
social capital theory into academic theory has provided a broader view for exploring the firm’s advantage achieved
through their social networks. According to (Nahapiet and Ghoshal 1998; Tsai and Ghoshal 1998), it can be categorized
into three dimensions: structural, cognitive, and relational of the social capital.
First, structural social capital regards the pattern of connections between actors, namely, the pattern that answers the
question of who to reach and how to reach their partners (Nahapiet and Ghoshal 1998) and individuals or organizations,
and how these can be used (Burt 1997; Villena et al. 2011). Frequently interacting at many different levels and functions
allow for timely information and resource exchange, which works as an opportunity and motivation for fortifying the
relationship between two individuals or organizations (Ioppolo et al. 2016). The interaction between two organizations
facilitates cooperation and collaboration in the supply chain. Structural social capital recognizes the advantages that
are derived from the arrangement of the network of contacts, continued communication, information sharing, and social
interaction ties (Koka and Prescott 2002).
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Second, the cognitive dimension of social capital regards respective common goals, shared vision, and values among
actors within the social network that deliver common representations, mutual understanding of norms, values, attitudes
and even beliefs (Tsai and Ghoshal 1998; Wasko and Faraj 2005). Cognitive capital describes suitable ways for
suppliers and buyers to trade and share each other’s thinking processes, which may facilitate the development of same
goals and shared mutual understandings as shared vision (Schiele et al. 2015). These rules and norms provide a peaceful
atmosphere and reduce the possibility of opportunistic behaviors, leading to lower monitoring costs and higher
commitment. Supply chain partners will work under a distinct corporate culture to comply with their common goals
(Gulati and Sytch 2007).
Finally, the relational dimension is related to the moral aspect of personal relationships between actors, such as trust,
respect, obligations, and friendship (Granovetter 1985; Nahapiet and Ghoshal 1998). For example, trust is one of the
important elements of relational social capital (Inkpen and Tsang 2005). Trust derived from repeated interactions and
established channels of communication to prevent the expectation of opportunistic behavior, promotes frequent
communication, and improves behavioral transparency between both parties and alliances (Blau 1964; Dyer and Singh
1998). Relational social capital concentrates on the partnership-based relationship in the long term to build trust, respect,
friendship, and reciprocity through the repeated transaction. Furthermore, Trust truly plays a key role in relational
social capital when it is developed for reducing those opportunistic behaviors of others and increasing the willingness
to engage in open communication to and show greater behavioral transparency between each partner and alliances
(Bernardes 2010).

Value Co-creation
Nahapiet and Ghoshal (1998 presented a theoretical model of how social capital may facilitate value co-creation by
firms. The model builds on Moran and Ghoshal's (1996) formulation of value creation as arising from the combination
and exchange of resources. Moreover, Prahalad and Ramaswamy (2004 proposed value co-creation occurred inside
the firm (through its activities) and outside markets. The concept of the "value chain" characterized the unilateral role
of the firm in creating value ( Porter. 1980). In addition, Prahalad and Ramaswamy (2000) introduced co-creation by
acknowledging the changing roles in the theater of the market: Customers and suppliers interact and largely collaborate
beyond the price system that traditionally mediates supply-demand relationships. It is the joint, collaborative,
concurrent, peer-like process of producing a new value, both materially and symbolically of the co-creation (Marco
and Daniele 2014)
In this study, supply chain collaboration helps firms reduce the costs of opportunism and monitoring as value cocreation that are inherent in market transactions through process integration and mutual trust, thus increasing the
probability that partners behave in the best interest of the partnership (Croom 2001). Supply chain collaboration also
helps firms avoid internalizing an activity that may not be aligned with their competencies for value co-creation (Cao
and Zhang 2011).

Firm Performance
The firm performance in this study mainly focuses on the performances of the focal firm in the supply chain. It should
lead to enhanced organizational performance. Hence, it should be referred to how the effectiveness of the focal firm
to perform its responsiveness to its customers (Katri and Claire 2017; Rai et al. 2006). Moreover, the study focuses
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on the competitive performance of the firm in the supply chain (Chan et al. 2017) while the study concentrates on the
value co-creation of supplier and focal firm to the firm performance on the supply chain. The study is also likely to
comprehend the co-value creation with suppliers (upstream) and focal firm to the firm performance especially on their
effectiveness from focal firms to their customers (downstream). Therefore, the study adopted effective responsiveness
to the firm performance of customer responsiveness.

Conceptual Development
Research Framework
This research aims to study the moderation of system integration between the up-stream firms in the supply chain. The
application of IT in the supply chain ranged from email, electronic data interchange (EDI), application to application
ex: web platform, system to system ex: logistic system, business to business (B2B) ex: business process and interorganizational collaborative commerce ex: as the same organization unit (Chong et al., 2009). The influences of social
capital have been proved by (Tsai and Ghoshal 1998) while structural, cognitive and relational social capital affects
value creation by resource exchange and combination and other researches have also explored the relationship. This
study tries to explore the moderating effects of system Integration on the relationship between social capital (structural,
cognitive and relational) on value co-creation with upstream suppliers. Moreover, the study also tries to comprehend
the effects of co-value creation to firm performance for downstream customers in order to explore the firm performance
while value creation is made by up-stream suppliers. It is quite important to comprehend the cause effects of co-value
creation to firm performance. Therefore, the research framework as shown in Figure 1.
System
Integration

Relationship-Specific
Social Capital
Structural
-information
Sharing

H1
H2

Cognitive
-Shared
Value

H3

Value CoCreation
(with Supplier)

H4

Firm
Performance

Relational
-Trust

Figure 1. Research Framework

Research Hypotheses
Many researchers have suggested that information sharing can considerably improve overall supply chain performance
because information sharing enhances the effectiveness and efficiency for the firm’s and performance of a supply chain
(Ball et al. 2002). Moreover, Huang et al. (2008) and Chong and Ooi (2009) have discussed that the formation of
inter-organization relationships is an important factor influencing the adoption of the inter-organizational system (IOS)
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such as EDI, Rosetta Net standards and Internet(Prajogo and Olhager 2012). Fawcett et al. (2007) proposed information
sharing requires ﬁrms to exchange strategic supply chain information and not only transactional data, such as materials
or product orders. High level of information sharing requires frequent and intense communication between ﬁrms and
suppliers. The intensity of communication constitutes high degrees of cooperative behavior between supply chain
partners which leads to a high degree and symmetry of strategic-information ﬂows between them (Klein et al. 2007).
In addition, some studies have demonstrated various logistics beneﬁts of having information sharing with supply chain
partners improving inventory management (Zhao et al. 2002), agility and ﬂexibility (Swafford et al. 2008), and the
bullwhip effect (Bayraktar et al. 2008). System integration helps firms to facilitate the information sharing with supply
chain partners and finally positively moderating influences value co-creation with supply chain partners (Prajogo and
Olhager 2012). Therefore, the study suppose:
H1: System integration positively moderates the relationship between structural social capital (information
sharing) and value co-creation.
Intra-organizational information sharing (described as collaboration in the prior section) can bring together suppliers,
customers and the focal company toward achieving decision consensus with shared goals (Ball et al. 2002). In addition,
Barratt (2004) argued that supply chain collaboration is a signiﬁcant element for reducing cost structure and satisfying
customer demand. Ramanathan and Gunasekaran (2014) proposed the critical factor in creating ﬂexible supply chain
is the essence of collaborative relationships, which can facilitate a mutual decision-making process directed toward
achieving common goals across their partners (Wu et al. 2014). Hence, while supply chain partners share the same
goal or value, it may make more value co-creation for each other even enhancing and improving the whole supply
chain performances. Therefore, the IT implementing with its advantages for information exchange, sharing the same
value and enhance the logistic improvement, will positively moderate the relationship between a shared goal and value
co-creation.
H2: System integration positively moderates the relationship between cognitive social capital (shared value and
shared goals) and value co-creation.
He et al. (2014) proposed a partnership, in essence, is characterized by a long-term commitment and mutual trust
between the collaborators (Morgan and Hunt 1994). Vargo et al. (2008) argue that manufacturing ﬂexibility is one
effective way of enhancing competence trust since it is a core competence against the uncertain environment for a
manufacturer, and service capability is one effective way of improving goodwill trust because of the social and
interacting nature of service. Moreover, Ryssel et al. (2004) found the trust and commitment have a significant impact
on value creation in the supplier’s relation value. In addition, Klein et al. (2007) found that the greater the mutual
trust, the greater the IT customization, and the greater the strategic information ﬂows(Prajogo and Olhager 2012).
Hence, following the decreasing the hardware cost and more advanced and accurate collaborating IT, the study may
assume system integration in the supply chain may benefit and positively moderates the relationship between trust and
value co-creation of supply chain performance. Therefore, the study suggests:
H3: System integration positively moderates the relationship between relational social capital (inter-firm trust)
and value co-creation.
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Closs et al. (2005) announced this importance of flexibility in supply chain and claimed that the link between a value
chain with complementary strategies could improve a firm’s competitiveness, quickly adapting the company to an
uncertain environment or creating uncertainty for competitors as a result in the success for the firms of the whole supply
chain adopted. Moreover, recently the Internet of Things (IoT) refers to the idea that manufactured products will be
part of the extended Internet since they will be tagged and indexed by the manufacturers during production. The
customer can read tags through mobile applications and use the information connected to products to inform their
purchases, product use and disposal (Zhou et al. 2015). It also implies the goods or products’ information even quality
will be disclosed inter-firms and help to improve the efficiency, inventory, quality control and logistics in the whole
supply chain. Firms in the whole supply chain may also benefit from the implement of IOT. Furthermore, Singh and
Power (2009) found that effective supplier collaboration has a direct effect on ﬁrms’ competitive performance (Prajogo
and Olhager 2012). The study propose the value co-creation is made from the focal firm and its main supplier, and
the value co-creation positively influences the firm performance for the focal firm and its main customer. Hence, the
study proposes:
H4: Value co-creation positively influences the firm’s performance.

Control Variables
Prior research on e-supply chain studies and feedback from informed participants suggests some additional factors are
included because of their potential influence on organizations for e-SC adoption to take consideration.

First,

organization size is used as a surrogate measurement for total resources, slack resources, and organization structure in
many innovation studies (Rogers, 1995). Second, the firms’ establish years: It represents the firms possess the technical
resources to effectively assimilate an innovation because the larger the IT department size, the broader the technological
knowledge base of firms for implementing and applying IT (Teo et al., 2003). Thrid, the collaborative history of both
supplier and research firm may also influence the supply chain performance(Sheu et al. 2006).

Data Collection
The study applied a survey method. This survey was conducted from May to June in 2016 for approximately two
months. The questionnaire with a postage paid returning envelope was mailed to one of the top managers for each
CSD firm, and accordingly, each firm only received one questionnaire. In addition, in order to increase the returning
rate of the survey, a follow-up procedure was carried out by mailing reminders for non-respondents after 2–3 weeks.

Results and Analysis
Descriptive Statistics
The valid samples are for 165. For the descriptive statistics, chemistry and petroleum, electronic and semiconductor
and Metal and machinery are three major industries in this survey as 22, 27 and 75 respectively. For the firm size,
less 50, 50-100 and 100-249 are the three major samples for 75, 53 and 30 samples. Collaborative years are for 11-15,
16-20 and more than 20 years are three major samples.

Reliability and Validity
The study followed the scale-development procedures suggested by Churchill (1979). The conducted data analysis
using structural equation modeling (SEM) implemented in partial least squares (PLS) (Hair Jr et al. 2017). The
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construct measurements, including questions, loadings, and sources are shown in Table 1. All of this measurement has
standardized loadings ranging from 0.712 to 0.922. A higher value represents a stronger relationship between the item
and its corresponding construct, and values of the item loadings are larger than 0.7 are considered acceptable (Chin
2010).

Table 2 Measurement Items
Constructs
Structural Social
Capital
(Information
Sharing)

Item
SC1
SC2

Loadings
0.866***

0.811***

0.811***

Cognitive Social
Capital
(Shared
Value)

CC1
CC2
CC3
RC1

It is expected that we keep each other informed about events or changes that may
affect the other party.
Both firms share the same business values.
The parties often agree on what is in the best interest of the relationship
This supplier shares our goals for this business
Cooperative vendors are willing to provide fully real trading information.

Relational
Capital

RC2
RC3
RC4
RC5
VC1
VC2
VC3
VC4
CS1
CS2
CS3
II1

The company believes that the cooperation vendors are very honest and very real.
Partner manufacturers will not hide certain facts and get them what they need.
The information provided by the partner manufacturers is useful.
The company believes that the partner company is trustworthy.
After cooperating with partner manufacturers, the market share has increased.
After cooperating with partner manufacturers, profitability has improved.
After cooperating with partners, the company's earnings growth has increased.
The company’s products are lower in price than competitors’ products
Our company is able to fulfill customer orders on time
Our company is capable to maintain short customer order cycle time.
Our company is willing to respond to customer requests fast.
Our company has strategic linkages with suppliers in our supply chain.

0.794***
0.861***
0.788***
0.772***
0.778***
0.736***
0.892***
0.835***
0.819***
0.881***
0.915***
0.878***

II2
II3

Our company involves suppliers during the design stage for our new products.
Our company involves suppliers in production planning and inventory
management.
Our company has a rapid response ordering processing system with our suppliers.
Our company has a supplier network that assures reliable delivery.
Our company uses information technology well to exchange information with
suppliers

0.910***
0.895***

Social

(Trust)

Value Co- Creation

Firm Performance
(Customer
Responsiveness)

System Integration

SC3

Questions
It is expected that the parties will provide proprietary information if it can help
the other party.
Exchange of information in this relationship takes place frequently.

II4
II5
II6

0.712***
0.741***
0.812***
0.746***

Source
(Krause
2007)

et

al.

(Krause
2007)

et

al.

(Anderson
and
Narus 1990)

(Chen et al. 2015;
Prahalad
and
Ramaswamy
2004; Wang and
Wei 2007)
(Jayanth et al.
1999; Lee et al.
2014)

(Chang Won et al.
2007)

0.836***
0.865***
0.858***

Note: *: p<0.1 **:p<0.05 ***: p<0.01

Table 3. CR, AVE, the Correlation between Constructs, and Square Roots of AVE
Latent Variable

CR

AVE

1

2

3

4

5

6

1. Structural (Information Sharing)

0.899

0.691

0.831

2. Cognitive( Shared Valued)

0.816

0.599

0.465

0.774

3. Relational (Trust)

0.912

0.676

0.553

0.422

0.822

4. Value Co-creation

0.917

0.734

0.467

0.376

0.418

0.857

5. Firm Performance

0.947

0.748

0.569

0.452

0.524

0.564

0.865

6. System Integration

0.866

0.684

0.563

0.362

0.373

0.499

0.597

0.827

Notes: CR=Composite Reliability; AVE=Average Variance Extracted; Numbers on the diagonal (in boldface) are the square root
of the average variance extracted (AVE). Other numbers are the constructs’ correlation.

Table 3 lists the results in which Composite Reliability (CR) ranged from 0.816 to 0.947, and Average Variance
Extracted (AVE) ranged from 0.599 to 0.748. Composite Reliability represents the ratio of a scale’s estimated true
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score variance relative to its total variance, and AVE measures the reliability for the latent variable component score.
These values all exceeded the recommended score of 0.7 for CR and 0.5 for AVE (Fornell & Larcker 1981), indicating
the study has reliability and convergent validity. For the discriminant validity, the square root of AVE for a given
construct was compared with the correlations between the construct and another construct (Fornell & Larcker 1981).
The square root of AVE, the numbers on the diagonal, was greater than the off-diagonal elements in the corresponding
rows and columns, demonstrating an adequate discriminant validity for the study.
According to Harmon’s testing for measuring CMV (Common Method Variance)(Babin et al. 2016), all of the
indicators are measured by factor analysis and set to one factor. If the extraction sums of squared variance are more
than 50%, it may have CMV problems. The extraction sums of squared variance for all of the items of constructs in
the study is 38.22 %, indicating that common method biases are unlikely a contaminant of our results.

Model Fit Evaluation and The Hypotheses Testing Results
A non-parametric bootstrapping procedure with 3000 re-samples was performed to get the path coefficients, their
respective standard errors, and t-statistics for their path coefficients. The most widely applied way to measure the
structural model is the coefficient of determination (R2 value)(Hair Jr and Hult 2016). It is a measure of the research
model’s predictive accuracy and is calculated as the squared correlation between a specific endogenous construct’s
actual and predicted values. Moreover, R2 values of 0.19, 0.33, and 0.67 in PLS path models as weak, moderate, and,
substantial levels, respectively (Chin 1998). Furthermore, if inner path model structures explain an endogenous latent
variable by only a few (e.g., one or two) exogenous latent variables, “moderate” R2 may be acceptable. Although the
R2 of Value Co-creation and firm performance are 0.370 and 0.317 at the moderate level for the study and it also
acceptable by the criterion proposed by Henseler et al. (2009).

Table 4 Research Results of PLS
Model
Main Effects
Social Capital
Structural Social Capital (SSC)
Information sharing
Cognitive Social Capital (CSC)
Shared value
Relational Social Capital (RSC)
Trust
System Integration (SI)
Interaction
SSC*SI (Knowledge Sharing*SI)
CSC*SI(Shared Value*SI)
RSC*SI (Trust*SI)
Control Variable
Firm Size
Firm Age
Collaborative History
Model Summary
R Square for Value Co-creation
Firm Performance
R Square for Firm Performance

Model 1

Model 2

Model 3

0.133* (1.766)

0.064 (0.809)

0.130** (2.359)

0.079 (1.525)

0.191*** (2.582)

0.291*** (3.362)

0.306*** (4.561)

0.239*** (3.224)
0.144* (1.655)
0.141** (2.000)
-0.154 (1.541)

0.111* (1.654)
-0.009 (0.125)
-0.046 (0.597)

0.148*** (3.470)
-0.052 (0.986)
-0.009 (0.172)

0.144*** (3.510)
-0.055 (1.136)
-0.015 (0.273)

0.015
0.566*** (11.839)
0.320

0.361
0.563*** (14.035)
0.317

0.370
0.563*** (13.369)
0.317

Note: *: p<0.1 **:p<0.05 ***: p<0.01 The value of parenthesis is T-value.
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The results of the PLS are in Table 4. In model 1, the study testified the influences of the control variable, and it
appeared the firm size influences value creation. Also, model 2 testified main effects of social capital and control
variable in the model. The results showed the main effects of social capital (structural, cognitive and relational) and
system integration have significant influences on value co-creation. For model 3, it testified main effects of social
capital and system integration, moderating effects of social capital and system integration and control variables for
firm size, firm age and collaborative years. The results appeared that partly main effects of relational and system
integration significantly influences value co-creation. For moderating effects, system integration moderated the
relationship significantly between the structural, cognitive, social capital and value co-creation for 0.144 (1.655)* and
0.141 (2.000)** separately.
System
Integration
Firm Size
Structural
-Information
Sharing

0.144*

Cognitive
-Shared Value

0.144***

0.141*
*
-0.154

Firm Age

-0.055

Value CoCreation
(with supplier)

0.563***

Firm
Performance
(with customer)

-0.015

Relational
-Trust

Collaborative
History

Note: *: p<0.1 **:p<0.05 ***: p<0.01

Figure 2

Results of the PLS Analysis

Value Co-creation

5
4
3
2

Low System
Integration
High System
Integration

1
Low Information Sharing
High Information Sharing
Figure 3 The moderation of System Integration on Value Co-creation
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Value Co-creation

5
4

Low System
Integration

3
2

High System
Integration

1
Low Shared Value

High Shared Value

Figure 4 The moderation of System Integration on Value Co-creation
For Figure 3 and Figure 4, the study pointed out the high system integration has moderation to high information
sharing and shared value on value co-creation positively. It supports the study hypotheses.

Discussion
Table 5 Results of the Hypotheses
Hypothesis
Results
H1 System Integration Moderates Structural capital and Value co-creation
Supported
H2 System Integration Moderates Cognitive capital and Value co-creation
Supported
H3 System Integration Moderates Relational capital and Value co-creation
Not Supported
H4 Value Co-creation Influences firms performance
Supported
According to the PLS research results. SI significantly moderates the relationships among structural, cognitive social
capital and value co-creation. For H1 and H2, the PLS results indicate structural and cognitive social capital positively
moderated by system integration. For H3, However, system integration has no moderation between the relationship
between relational social capital and value co-creation. In addition, SI positively moderates the relationship among
structural social capital (information sharing) and cognitive social capital (shared value) and value co-creation. The
study may propose that SI increase the structural and cognitive social capital to value co-creation. Implementing
system integration will enhance and facilitate the information sharing between each other and also increase to share
the same value and to think across the two firms. With system integration that adopting more information technology
efficiently and effectively stimulate information sharing and share the goal and value between two collaborating firms.
Hence, the value co-creation significantly affects firm performance. It appears value co-creation between two firms
with the moderation of SI also increase the firm performance. The study may propose that two firms have been
collaborated for a long time and built firmly and steady trust between each other. Therefore, implementing system
integration between two firms may not positive moderates the relationship between relational social capital (trust) and
value co-creation. For H3 that the reasons that system integration doesn’t significantly moderate the relationship
between trust and value co-creation, the study proposed because the main supplier and the focal firm chose has already
established high-level trust while they collaborate in the supply chain. Therefore, although system integration may
enhance the information flow to value creation and firm’s performance (Prajogo and Olhager 2012), system integration
has limited influence on the relationship between trust and value co-creation.

Twenty-Third Pacific Asia Conference on Information Systems, China 2019

The Moderating Effects of System Integration

Conclusion
Theoretical Contribution
In the previous study, Tsai and Ghoshal (1998) have confirmed the indirect relationship between social capital and
value creation although their study applied resource exchange and combination as a mediator between social capital
and value creation. The study applied social capital theory with structural, cognitive and relational dimension for
explored the relationship with value co-creation while utilizing system integration as a moderator. The research result
confirmed the system integration positively moderates the relationships between structural, cognitive, social capital to
value co-creation of supply chain partners.

However, system integration doesn’t significantly moderate the

relationship between relational social capital and value co-creation. Therefore, applying social capital theory in this
study for value co-creation partially supports system integration moderates the value co-creation. The study also
proposes value co-creation is a critical factor for supply chain partner collaboration and effectively influences the firm
performance of customer responsiveness to downstream (Cao and Zhang 2011; Rai et al. 2006).

Managerial Implication
According to research findings, firms adopted system integration between each other will increase the information
sharing and sharing the same goal and value and value creation. Hence, firms in the supply chain may consider
implement system integration to enhance their structural (information sharing) and cognitive (shared value) social
capital for value co-creation with supply chain partners although system integration may not increase trust between
each firm. The study may propose before firms to implement system integration; they have already had steady trust
between while they are upstream and downstream partners in supply chains. Hence, system integration may not
significant moderately influence the relationship between trust and value creation. The study also selects the CSD
industry in Taiwan as our research sample because the characteristics of Taiwan’s CSD industry include the short
product lifecycle, uncertainty of market demand and delivery on time, etc. More importantly, CSD firms in Taiwan
are always required by the brand firm for cost down, fast delivery and high quality of the products. Therefore, under
such pressure, firms have to adopt some methods to help them in the all supply chain to respond more efficiently and
quickly to meet the brand firms’ requirement. Our study gives some implication for firms especially in the highly
competitive industry to take value co-creation with its partners in the whole supply chain.
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