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Abstract

Since ecosystem well-being became an important aspect of business development, the
concepts of sustainable and environmental friendliness are employed in many parts through a
supply chain. However, those concepts became parts of marketing to promote the
organization, reduce cost, and increase profits rather than focus on environmental and well-
being. In the past decade, the supply chain is accused as the environmental and human well-
being disruption by consuming environmental resource to produce products or services.
Therefore, it is imperative to transform a conventional supply chain concept into a business
concept that helps reduce cost and increase profit, meanwhile, promote the well-being of
human and nature. In this regard, a Transformative Service Research (TSR) is developed to
improve that well-being of individual, group, and ecosystem. However, TSR is a new
research area that is limited to a service research namely, financial, healthcare, and social
services. Thus, this study attempts to conceptualize Supply Chain Management (SCM) in a
context of TSR to improve sustainability and well-being of supplier, customer, and
environment. The purpose of this study is to integrate TSR into the supply chain in order to
focus on sustainability and well-being of ecosystem, as well as the profitability of supply

chain.

The research is divided into three main parts. The first part is a literature review that provides
an overview of SCM components. In order to develop a new supply chain concept, the study
of conventional supply chain concept is needed to be considered in order to find problematic
gaps in it. Since SCM is a source of value creation for stakeholders, there are many
influential factors for constructing a partnership in supply chain network. The influential
factors demonstrate different contributions in each phase of the supply chain. Therefore, a

literature review of supply chain and TSR were employed to identify the critical components



in the process of supply chain development, and establish the critical phases for creating a

Transformative Supply Chain (TSC) concept.

The second part is a construction of TSC development framework. The TSC consists of three
entities, including a supply chain, society, and environment. This study aims to propose a
TSC by integrating the transformative service concept and supply chain concept. The
framework presents the relationship and interaction of each entity in TSC development.
Supply chain entities consist of suppliers, company, and customers. Each entity interacts and
co-creates value based on the service concepts. Therefore, environmental and society entities
influence and interact with supply chain through the resource integration process. Moreover,
knowledge is an important factor that influences human behavior and decision making
process. Therefore the knowledge and information are contributed as resource integration in

the ecosystem.

In order to support the Transformative Supply Chain Management (TSC) as a supply chain
concept, the well-being and sustainable development of supply chain ecosystem are needed to
be identified. This development can be constructed through value co-creation between
providers, recipients, and nature. Therefore, the last part is a validation of TSC concept.
There are three sub-studies for validating each part of TSC concept. Sub-study 1 focuses on
the TSC concept as a whole, the company with TSC thinking. The case analyses are
employed to confirm the impact of social, institution, and environment on a supply chain.
Sub-study 2 focuses on the recipient aspect. The empirical study of customer perception on
an environmental product is investigated. The three environmental labels of “milk™ are
employed to capture the customer perception in terms of individual and collective aspects. A
total of 618 samples were randomly collected. Multinomial logistic regression was employed
as a statistical method to measure the relationship and effect of knowledge, social value, and
individual perception of customers on the environmental information provided by the
company. The last sub-study aims to identify the important relationship between institution
and supply chainin TSC. The case study of AEC is employed as a institution change in
supply chain in Thailand.

In summary, the framework of TSC can be served as a guideline for both academic research
and practical applications for constructing a supply chain with concern on the well-being of

the human and nature, rather than a profit for the individual. The process, key considerations,



and principles of TSC are summarized as key contribution of this study. Moreover, the
importance of knowledge and resource integration among entities of TSC is known as a

significant part for constructing a supply chain with TSC concept.
Keywords: transformative supply chain, transformative service research, value co-creation,

service-dominant logic, supply chain management, customer perception, social value,

ecosystem, well-being
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Chapter 1
Introduction

1.1 Research Background

Supply chain management (SCM) has been concerning as an important topic to increase
productivity and profitability of an organization (Beamon, 1999, Gunasekaran et al., 2004a).
The SCM is considered to be a system of three or more entities that pass materials, products,
services, finances, information between upstream and downstream, and deliver to their end
customers (Mentzer et al., 2001). It is complex systems within dynamic environments (Defee
et al., 2010). In the globalization era, business entities are mainly concerned with
performance improvement rather than focusing on the isolated organization (Zailani and
Rajagopal, 2005). Therefore, SCM directly influences the ability of a business and
competitive advantage (Craighead et al., 2009, Khattab et al., 2015).

SCM facilitates the efficiency and effectiveness of whole processes, from sourcing to the
end-consumers. It is the flow of goods, services, finance, and information (Vijayasarathy,
2010). SCM is concerned with improving both efficiency cost reduction and efficient
customer service (Mentzer et al., 2001). It helps to increase quality, and reduce overall costs

by managing issues in a supply chain, such as inventory management, warehousing,



purchasing, transportation, manufacturing, supplier management, and negotiations (Dawson,
2002).

A main goal of SCM is to create seamless coordination across members in a chain (Zailani
and Rajagopal, 2005). A higher level of SCM results in higher levels of supply chain
performance (SCP) (Sukati et al., 2012). SCP is the ability of a supply chain to respond to
any fluctuations, with the dynamic collaboration of the members. Likewise, it is directly
related to any activities within a supply chain, including manufacturing, logistics, materials
handling, distributing, and transporting functions (lbrahim and Hamid, 2014). The higher
performance in an effective supply chain can be measured by many factors, including
customer and supplier relationships, redundant process reduction, an increase of information

flow and material, (Zailani and Rajagopal, 2005), and flexibility (Thoméa et al., 2014).

However, over the past decade, environmental problems have become a significant issue in
global sustainable development and have drawn significant attention from all actors in a
business development and a supply chain (Walker et al., 2008, Aschemann-Witzel and Zielke,
2017). Both customers and companies are consuming the environment and generating a
negative impact on the environment and social well-being. Therefore, the integration of
transformative service research (TSR) concept in SCM creates the value co-creation between
customers and companies, which is a key strategy for businesses to satisfy the customers and
to achieve a truly sustainable business development (Zhang and Chen, 2008). Environmental
factor significantly influences on customer behavior, buying decisions, and willingness to pay
(Kumar and Kapoor, 2017, Pothitou et al., 2016, Mei et al., 2016, Kwok et al., 2016,
Karaosmanoglu et al., 2016, Yang et al., 2015, Thakur and Aurora, 2015, Isaacs, 2015, Joshi
Yatish and Rahman, 2015, Biswas and Roy, 2015, Kanchanapibul et al., 2014). Therefore,
the understanding of the interaction and value co-creation among supply chain, customer,
environment, and society is essential to develop a supply chain concept that concern on the
well-being of both human and nature.

Sustainability and well-being have been increasing concern in business and service research
(Silvestre, 2015, Tang et al., 2016, Rosenbaum et al., 2011). This is because living creatures
are surviving by consuming environmental resources (Shirahada and Fisk, 2014, Markman
and Krause, 2016) and human activities such assupply chains are encroaching on

environmental resources (Pagell and Shevchenko, 2014, Anderson et al., 2013, Gupta and

2



Palsule-desai, 2011). The growing concerns about sustainability and well-being have left the
question of how can the supply chain create well-being and contribute to global sustainability
rather than eager human activities. Sustainable supply chain management (SSCM) was
developed to address the impact of three main dimensions: society, the economy, and nature
(Kumar and Rahman, 2016, Formentini and Taticchi, 2016). However, SSCM has focused on
reducing environmental impact, not eliminating it (Pagell and Shevchenko, 2014) and
environmental concern became a marketing or a tool to promote and increase a profit to the
company (Suki, 2016, Aibek and Ariffin, 2015, Huang et al., 2014b). Resulting in a decrease
in the well-being of customers and the ecosystem (Polonsky, 2011, Papadas et al., 2017).
Therefore, it is imperative to transform the relationship between society, the economy, and
the environment in order to support human well-being and truly sustainable development for
future supply chains (Anderson et al., 2013) with the aim of transforming a sustainable

concept from a business supporter to a primary goal of business development.

Due to the increase in global consciousness about the well-being of humans and nature
(Rosenbaum et al., 2011), the transformative service research (TSR) perspective highlights
the well-being of individuals, communities, and ecosystems through a service concept
(Rosenbaum et al., 2011, Kuppelwieser and Finsterwalder, 2016). Therefore, the integration
of TSR and SCM concepts leads to a better approach to creating the well-being of a supply
chain ecosystem. The purpose of this research is to conceptualize the transformative supply
chain (TSC) concept to transform the objective of SCM from profits based to be truly
sustainable and focus on well-being. Then identify the procedure to conduct TSC in the real
world situation for creating sustainability of an ecosystem. Therefore, TSC is established to
overcome and achieve the unfinished goal of SSCM. The study constructed a concept of TSC
by integrated a TSR lens. The study focuses on the components and interactions of each
entity of supply chains in the TSR lens and how to transform traditional supply chains into

TSCs by using a transformative service platform.



1.2 Research Objectives and Research Questions

Supply chain management research is mainly considered on the manufacturing side, which is
a focus on the cost reduction, responsiveness, and flexibility of the member in the supply
chain. In this research, TSC management focuses on the customer, society, and
environmental well-being by producing and consuming products. The term “well-being” in
this research refers to the good status of the ecosystem that covers both human and nature

aspect.

The purpose of this study is to integrate the transformative service research concept into a
supply chain called a transformative supply chain concept to transform the key idea of supply
chain management from profitability to sustainability and the well-being of an ecosystem.
The literature related to the fundamental concept of supply chain and transformative service
research are reviewed and integrated into the construction of a transformative supply chain
for proposing and explaining the conceptual model. Then, the case analysis of the Royal
Project Foundation in Thailand was employed to demonstrate and validate the concept.
Moreover, the empirical study of customer perception of product value based on the different
environmental labels is employed to identify the importance of knowledge, information, and

social value to the customer perception in a transformative environment.

The major research question is “How to develop a supply chain that concerns the well-being

of human and nature?”

Subsidiary research questions are
1. What are the important components in the supply chain that influence on the well-
being and sustainability of TSC?
2. How can a conventional supply chain transform into the supply chain that mainly
concerns on well-being?

3. What are the keys considerations of the TSC development?



1.3 Structure of the Study

This research can be divided into three main stages to propose and validate the TSC concept
as demonstrated in Fig. 1.1. In order to construct a new concept on SCM, the conventional
SCM concept needed to be reviewed. The first stage aims to review study of SCM and TSR
concepts. Then, the review of influential factors of supply chain performance (SCP) is
mandatory. The components of SCM including influence factor, supply chain development,
and supply chain activities are studied to explore the possibility and a gap for constructing a
supply chain concept with TSR contents. The identify the critical factors that contribute to
each phase of supply chain partnership development by a substantial literature review of
supply chain terminologies in SCM research area. Then framework for constructing an
effective supply chain network is purposed to support the development of TSC concept. After
that TSR concept are reviewed to develop a transformative supply chain (TSC) concept. The
influence concept of TSR including S-D logic, value co-creation, and service concept studies
and integrated to create TSC. In the third stage, the TSC concept is validated by three sub-
studies based on the case analysis and the empirical study of customer perception. (1) The
Doi Tung Development Project under Mae Fah Luang Foundation is employed to
demonstrate the supply chain activities, developing processes, and critical factors respect to a
TSC concept to construct a supply chain with the transformative concept. (2) The study of
empirical survey based on customer perception is conducted to vilify the relationship and
effect among firm, environment, society, and customers. (3) This sub-study focuses on the
effect of the institution on the supply chain. Therefore, the effect of AEC in Thailand is
studied to classify the influence of AEC on the supply chain in Thailand.



A

Validate Provider Recipient Institution

A A

Purpose Transformative supply chain (TSC)

I I I
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Figure 1.1 Research structure

Review Service

1.4 Structure of dissertation

This dissertation structured in six chapters including introduction, literature reviews,
foundation of TSC, concept of TSC, validation of TSC concept, and conclusion. The detail

information of each chapter is demonstrated in Figure 1.2.

Chapter 2 Literature review — This part consists of three main topics for constructing TSC
concept. The first topic is supply chain management, this topic covers all related factor for
constructing a supply chain including partnership, members, influence factors, performance,
and sustainable supply chain development. The key purpose of this part is to understand the
approach to develop and establish an effective supply chain. Next topic is customer
perception. In the service concept, the customer became a part of value co-creation process.
Therefore, the influence factors on customer perception need to be reviewed for constructing
a new supply chain concept. Then, the important concept of well-being, value-creation, and

S-D logic are reviewed and presented in the TSR as the third part of the literature review.



Chapter 3 Foundation of TSC — This chapter mainly based on the results of a systematic
literature review in supply chain research. The aim of this chapter is to explore the significant
factors that influence TSC development in supply chain aspect. The influential factors that
contribute to supply chain performance and sustainable are descript and classify into three

development phases as a framework for establishing a TSC.

Chapter 4 Concept of TSC — The main purpose of this chapter is to purpose a TSC concept.
The overview of TSC is discussed based on the literature review of SCM, TSR, S-D logic,
value co-creation, and resource integration. After that, the TSC concept including
components, relationship, and development processes are proposed as a guideline for

transforming the focus of SCM from profit to well-being of the ecosystem.

Chapter 5 Validation of a TSC concept — In order to validate the TSC concept, three sub-
studies is employed to explain the existing relationship and impact of each entity on a supply
chain based on the real situation. The perception of providers, recipients, and system are
analyzed to validate the TSC concept. The validation techniques including case analysis, in-

depth interview, and empirical study are discussed in this chapter.

Chapter 6 Conclusion — In this chapter, the results of each chapter are integrated as an
approach to constructing a TSC. The critical factors and premise of TSC are concluded and
presented in this chapter. Limitation and further studies are presented to fulfill the gap of this
research and leave the questions for effectively constructing a future research under TSR and

SCM concepts.
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Chapter 2
Literature reviews

In order to develop an SCM that concern on the well-being of individual, society, and
environment, the primary concepts of supply chain, customer, environment, and service
concepts are reviewed and integrated to make a logical and reasonable framework of TSC.

Therefore, the literature reviews of both primary and intersection concepts as shown in Figure
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“ ‘Percelv “‘

\ SCM >/Osystenj1 TSC ‘ V@< Customer\
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\ _ /

~~-Service concept —

2.1 needed to be reviewed.

Figure 2.1 Components of TSC concept



2.1 Supply chain management

Due to global economic development and globalization, supply chain management (SCM)
has been increasingly focused on by business entities (Craighead et al., 2009). In 1980s,
supply chain concept was developed by consultants (Lambert and Cooper, 2000) with the
main goal of seamless operation within a supply chain network (Zailani and Rajagopal, 2005)
to create quality and reduce costs in all the processes embedded within SCM, including both
provider, customers, and third-party activities (Dawson, 2002, Prasetyanti and Simatupang,
2015). In the traditional aspect, productivity and profitability are key focuses of SCM
(Beamon, 1999, Gunasekaran et al., 2004a). It mostly prioritizes the performance of an entire
business network rather than an isolated organization (Zailani and Rajagopal, 2005, Hamed et
al., 2017b). Therefore, the supply chain is a network of actors who interact, integrate, create,
and deliver value through the chain. It consists of activities and processes to satisfy demand
(Prasetyanti and Simatupang, 2015). The supply chain is influenced by many criteria and a
changeable environment (Xu et al., 2009).

2.1.1 Conventional supply chain

The SCM is considered to be systems of three or more entities that pass materials, products,
services, finances, and information upstream and downstream among the members, and
deliver to their end customers (Naslund and Williamson, 2010). It is complex systems within
dynamic environments (Defee et al., 2010). In order to create an effective partnership among
supply chain members, the review of influential factors of Supply Chain Performance (SCP)
is mandatory. However, SCP is influenced by many factors and considered by different

research areas.

In the conventional supply chain, SCP is considered as a critical issue that contributes
competitive advantages of an organization; it involves many actors in a supply chain,
including suppliers, manufacturers, and related retailers (Cai et al., 2009, Craighead et al.,
2009). SCP is cost-containment and performance reliability. Cost-containment refers to cost
related activities, such as holding, transporting, and operating costs (lbrahim and Hamid,
2014). Reliability is related to satisfaction and serviceability, including order fulfillment rate,
inventory turns, and product warranties .These measurements have been recognized as the

direct and observable factors of SCM. In order to enhance the performance and competitive
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advantages of a supply chain, the supply chain activities and techniques such as inventory
reduction, just-in-time delivering system, safety stock, and improving flexibility are

promoted and applied among members (Vijayasarathy, 2010).

SCP allows an organization to measure the source of problems in different procedures and
create a better understanding of a supply chain as a whole .Therefore, many industries,
including the automotive industry(Thoméa et al., 2014, Azevedo et al., 2011, Olugu et al.,
2011, Brandenburg, 2013, Woolliscroft et al., 2013, Hasan et al., 2014), manufacturer
(Handfield and Bechtel, 2002, Hwang et al., 2008, Zhu et al., 2008, Xu et al., 2009, Lin et al.,
2010, He and Lai, 2012), construction industry (Dadhich et al., 2015, Wibowo and Sholeh,
2015), and foods industry (Beske et al., 2014, Bourlakis et al., 2014a, Grimm et al., 2014,
Afonso and Cabrita, 2015), are interested in SCP measurement. In order to measure an SCP,
researchers employ different measuring tools, for instance, the Supply Chain Operations
Reference model (Hwang et al., 2008, Lambert and Cooper, 2000, Gunasekaran et al., 2004b,
Clivillé and Berrah, 2006, Ducq and Berrah, 2009, Trkman et al., 2010, Ganga and Carpinetti,
2011, Alomar and Pasek, 2014, Ntabe et al., 2015, Okongwu et al., 2016), Balanced
Scorecard (Afonso and Cabrita, 2015, Lohman et al., 2004, Hon, 2005, Bhagwat and Sharma,
2007, Ukko et al., 2007, Zin et al., 2013, Shafiee et al., 2014, Marimin et al., 2017),

Structural Equation Modeling (Lin et al., 2010, Trkman et al., 2010, Kim, 2009, Green et al.,
2012, Avelar-Sosa et al., 2014, Hussain et al., 2015), and Analytic Hierarchy Process (Ganga
and Carpinetti, 2011, Alomar and Pasek, 2014, Adel El-Baz, 2011, Badea et al., 2014).

A number of studies propose a framework to describe the relationship and evaluate the SCP,
for example: relationships of supply chain linkages (Zelbst et al., 2009), supply chain strategy,
and flexibility on supply chain performance (Yusoff et al., 2016, Awais et al., 2014); supply
chain leadership and followership on supply chain efficiency and effectiveness (Defee et al.,
2010); relationships between resources, outputs, and flexibility (Beamon, 1999); relationships
between supply chain linkages and supply chain performance (Lee et al., 2007); the role of
partnerships in supply chain performance (Ryu et al., 2009); relationships between Supply
Chain Integration (SCI) and performance (Huang et al.,, 2014a); and supply chain
collaboration enhancing efficiency, effectiveness, and marketing position (Min et al., 2005).
Thus, an effective supply chain network requires flexibility, responsiveness, reliability, and

integration among supply chain partners.
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Supply chain management has many similarities in many terms because a supply chain is a
process of exchange and create the value as a “value-creating networks” (Braziotis et al.,
2013). The study of Mentzer et al. (2001) proposed three levels of supply chains. The first
level, supply chain, focuses on the core business and direct suppliers (tier 1 supplier) who
directly interact with the organization (horizontal relationship) called “direct supply chain”
(dyadic relationship). The second level, extended supply chain, includes suppliers of
suppliers (tier 2 and 3 suppliers) and indirect customers. This level also concerns the
relationships of the actors in different levels (vertical relationship). The third level is the
ultimate supply chain or supply chain network (Braziotis et al., 2013). It consists of
supporting sectors and actors that contribute to the supply chain system, including financial
providers, logistics providers, and information providers. The study of Letaifa (2014) defined
the value-creation network as a network of individuals, customers, partners, competitors, and
suppliers collaborate with co-creation among multiple actors to transforming value chains

into open knowledge- or competency-based networks.
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Figure 2.2 Level of supply chain
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Table 2.1 The definition of each type of supply chain

Type of supply | Definition
chain

Supply chain A direct supply chain is a system that flows of products, services, finances, and
information occur among a company, a supplier, and a customer in both upstream
and downstream directions (Mentzer et al., 2001).

According to Braziotis et al. (2013p.648), supply chain is “a set of primarily
collaborative activities and relationships that link companies in the value-creation
process, in order to provide the final customer with the appropriate value mix of

products and/or services”.

Extended supply | An extended supply chain is a direct supply chain with immediate of supplier and
chain customers aspect. The flows of products, services, finances, and information occur
in upstream and/or downstream of both vertical and horizontal direction in a

supply chain system (Mentzer et al., 2001).

Supply network | A supply chain network includes every actor that interacts in flows of products,
services, finances, and information in both upstream and downstream directions
(Mentzer et al., 2001). In this network, members of a supply chain contribute to
each other to achieve the goal (Braziotis et al., 2013)

Source: Mentzer et al. (2001)

Since the supply chain requires nodes with complex relationships (Cai et al., 2009, Carter et
al., 2015), it consists of many actors participating in a system, not only the suppliers,
manufacturers, distributors, and retailers, but also all the actors that integrate resources
(knowledge and skills) into the flow of products, services, finances, and information in both
upstream and downstream directions (Mentzer et al., 2001). All members of a supply chain
have direct and indirect interaction with the other actors via non-linear and complex
relationships. For example, a manufacturer has direct communication with a distributor that
buys the finished goods and has an indirect relationship with the distributor who order and
resale the products (Braziotis et al., 2013).

According to SCM development, asupply chain is now focused on the relationships,
interactions, and value creation among partners, and value constellation rather than the
movement of tangible materials along the processes. Therefore, the S-D logic concept
possibly provides the benefits in SCM because it relates to the processes of sharing and

exchanging information between actors within the supply chain (Prasetyanti and Simatupang,
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2015). Therefore, supply chains can be considered value co-creation networks (Maas et al.,
2014). According to Braziotis et al. (2013), a supply chain is a set of practices for exchanging
and creating of value as value-creating networks. The study of Letaifa (2014) defined the
value-creation network as a network of individuals actor including customers, suppliers,
recipients, competitors, and providers that interact with each other to develop a network in

term of knowledge and competency in the value chain (Letaifa, 2014).

According to the literature, each study differently summarizes the influence factors based on
the industry and research methodology. However, the time period of supply chain
development is disappeared. In order to develop a framework for supply chain development,

the study of factors influencing SCP in each phase of supply chain development is inevitable.

2.1.2 Environmental supply chain

The increasing of environmental concern leads to the environmental or green supply chain
management (GSCM) development. Green processes result in a low level of environmental
destruction or minimize the effect of supply chain activities on the environment, including
low energy consumption, waste reduction, and low CO; emissions during the entire supply
chain process (Kumar and Rahman, 2016). Both academic and business fields have been
increasingly interested in the concept of GSCM since the 1990s (Nadine, 2013). According to
Ntabe et al. (2015), environmental practices lead to a competitive advantages in a supply
chain. GSCM has integrated environmental issues into every process of supply chain since
acquiring raw materials to distributing the products or services to end-consumers (Zhu et al.,
2016, Uygun and Dede, 2016, Chin et al., 2015). It aims at minimizing the overall
environmental effects and CO, emissions from supply chain activities since product design
process until the elimination of the product (Walker et al., 2008, Chen et al., 2012, Uygun
and Dede, 2016).

The environmental aspect is reflected as an essential indicator in a global supply chain
development (Zhu et al., 2016, Uygun and Dede, 2016). Organizations need to adapt
themselves and manage the effect from the dynamic environment to maintain the competitive
advantages among businesses that incorporate GSCM practices, thereby improving
innovative development and improvement (Kumar et al., 2015). GSCM is viewed as a part of

the sustainable supply chain (Chin et al., 2015, Formentini and Taticchi, 2016) because of the
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concerns about the chain’s impact on societies, the economy, and the natural environment
(Kumar and Rahman, 2016, Formentini and Taticchi, 2016). Significant challenges remain to
minimize the environmental impacts of food production through SCP and food security
contexts (Tzilivakis et al., 2012). The increasing consideration of GSCM significantly
influences the improvement in sustainable supply chain development (Chin et al., 2015). If
companies set up green initiatives to obtain green products, customers will perceive a
company as having a good environmental responsibility when communication with the
customer is well organized through product labels (Biesemans, 2012). Apart from the
marketing and social responsibility, GSCM is implemented because of government pressure
and competitive pressure (Saini, 2013, Zhu and Sarkis, 2016). Therefore, environmental
preservation became a consideration point in the supply chain, government, and customer

aspects.

2.1.3 Sustainable supply chain

In the past decade, environmental impact has become a global issue. Sustainable supply chain
management (SSCM) was developed for managing the impacts of three main dimensions—
namely society, the economy, and nature into SCM (Kumar and Rahman, 2016, Formentini
and Taticchi, 2016). Since sustainable development is a result of environmental and social
consideration on supply chain operations, a green supply chain can be considered part of
SSCM (Formentini and Taticchi, 2016). Besides considering environmental impact, concern
about sustainability is an influence on many parts of the supply chain, including risk, product
development, knowledge, organizational culture, materials, information, and capital (Grimm
et al., 2014, Formentini and Taticchi, 2016). In short, SSCM affects the overall supply chain
from initial products design to decompose (Uygun and Dede, 2016, Kumar and Rahman,
2016).

The study by Giannakis and Papadopoulos (2016) concludes that SSCM leads to cost
reduction and increases the profitability of an organization in the long run. However,
sustainable development in a supply chain generally creates a trade-off between finance and
environmental degradation in terms of products and processes developed for supporting
sustainable development in the short run (Uygun and Dede, 2016). This statement leads to the
consideration of a truly sustainable supply chain development, one that is profitable without

being harmful to the environment or society (Pagell and Shevchenko, 2014). However, most
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of the sustainable supply chain focuses on organization profitability and supply chain
performance rather than on well-being and environmental sustainability (Gopalakrishnan et
al., 2012, Bourlakis et al., 2014b, Beske et al., 2014, Giannakis and Papadopoulos, 2016,
Mariadoss et al., 2016).

Communication and cooperation among a supply chain’s members are important. A strong
buyer-supplier relationship has a major effect on supply chain sustainability (Kumar and
Rahman, 2016), with the key goal being to improve the competitiveness of an organization
and the well-being of an ecosystem (Formentini and Taticchi, 2016). However, while SSCM
is limited to an organizational perspective, a TSC requires resource integration and value co-

creation among entities of an ecosystem and aims to create well-being of an ecosystem.

2.2 Customer perception

Over the past decade, environmental conservation has become a global issue and a concern
among many organizations. Because maintaining an environmentally friendly image affects
customer perception and indirectly influences organization profitability (Chaudary et al.,
2016), many organizations have been using green marketing concepts as a part of their major

business strategies (Gessa-Perera et al., 2016, Punitha et al., 2016).

2.2.1 Marketing approach for value creation

Green marketing is the promoting of environmental conservation concepts in supply chain
process or promoting products and services as environmentally friendly (Cherian and Jacob,
2012, Saini, 2013), it is an important tool for communicating between companies and
consumers (Sachdev, 2011). It is also considered as environmental marketing or sustainable
marketing (Punitha et al., 2016, Zhu and Sarkis, 2016). Moreover, it helps promote
companies’ environmental conservation activities (Cherian and Jacob, 2012) through CSR
(Karaosmanoglu et al., 2016), green products (Fatima, 2015, Chaudary et al., 2016), and
green processes or green supply chain management (GSCM) (Cherian and Jacob, 2012,
Khattab et al., 2015, Kozlenkova et al., 2015).
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The goal of marketing is to present the benefits of the product to the customers. In the food
industry, companies use food labels as a channel for all necessary information about products
to communicate with customers (Roe et al., 2001, Kumar and Kapoor, 2017). Labeling is an
appropriate tool for introducing moral products at the customer point of sale (Carrero and
Valor, 2012). According to the study of Tzilivakis et al. (2012), the real potential for
environmental labeling occurs within a supply chain because the relationships between food
products and environment conservation are not outstanding in customers perception. In
accordance with those reasons, products that are imprinted with information intended to assist
with the customer’s purchase decision. Thus, a detailed and well-informed label becomes an
important part of customers’ consumption and influences customer perception (Hyman and
Shingler, 1999, Minton and Cornwell, 2016, Kumar and Kapoor, 2017). In the food market,
customers consider the quality of food, price, packaging, and labeling before making a

purchase (Kumar and Kapoor, 2017).

According to the study of Hundal (2015), the characteristics of green products are organically
sourced, recyclable, reusable, biodegradable, non-toxic, not harmful to the environment or
animals, and have eco-friendly packaging. The main goals are to support the conservation of
the natural environment (Biswas and Roy, 2015) and to prevent harm to the environment,
whether in use or disposal (Vinod, 2016).In short, green products do not cause
environmental problems; they serve towards conserving the environment (Elliott, 2013).
However, no completely green products exist due to the fact that all supply chain activities
require energy and resources to create products or services and during the production process.
Thus, green products describe the products that create less impact on the environment
compared with their alternatives (Durif et al., 2010).

Besides the environmental value added as green products and green processes, corporate
social responsibility (CSR) is a strategy that employed by a business or social entities to alter
customer purchase decision making (Lépez-Fernandez and Mansilla, 2015). CSR practices
through the communication channel of companies rather than the report have gained much
attention from customers (Chaudary et al., 2016). However, the communication of CSR
activities through company’s report cannot influence on customer decision effectively
(Lopez-Fernandez and Mansilla, 2015). Product label has become a tool for CSR
communication. Many food companies utilize CSR activities to improve the brand image

(Minton and Cornwell, 2016). Because an environmentally friendly image affects customer
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perception and indirectly affects organization profitability (Chaudary et al., 2016),
organizations conduct activities to improve social conditions and public quality, resulting in
enhanced brand value and differentiation from competitors’ products (Rim et al., 2016).
According to Fatma and Rahman (2016), performing ethically, pursuing environmental
preservation, and engaging in the fairness of employees treatment fall under the banner of
CSR. In the external stakeholder's views, CSR is nonprofit activities that cannot general

profit for the organization (Karaosmanoglu et al., 2016).

The idea behind CSR is that all business activities should prevent negative impact on the
environment, should be pro-social, and should respect human rights (Wirth et al., 2016).
Many companies believe that implementation of CSR could support the organization
performance (Carrero and Valor, 2012, Mohr and Webb, 2005). Hence, CSR is not only
beneficial in an environmental perspective but also influences customer attitudes and
behavioral intentions (Guchait et al., 2010, Karaosmanoglu et al., 2016). According to
Demagistris et al. (2015), if CSR policy is sufficiently known by customers, it may lead to
higher sales. Therefore, many studies have been focusing on the effect of CSR on customer
perception, (Chaudary et al., 2016, Guchait et al., 2010, Beckmann, 2006) as well as on the
relationship between CSR and purchasing decisions (Mohr et al., 2001, Shnayder et al.,
2016).

2.2.2 Customer knowledge as value co-creation

In a competitive environment, environmental knowledge is an important asset for individuals
and is defined as the degree of awareness and concern for environmental issues (Gatt, 2015,
Martinez-Martinez et al., 2015, Massoud et al., 2016, Gusmerotti et al., 2016). Environmental
knowledge is related to “a general knowledge of facts, concept, and relationships concerning
the natural environment and ecosystems” (Fryxell and Lo, 2003, p.45). This involves the
environmental understanding of people in terms of climate change (Lu et al., 2015), global
warming, carbon dioxide (CO;) emissions (Frick et al., 2004), the impact of greenhouse gas,
waste, and hazardous waste management, and recycling (Suki, 2013). Many studies consider
the relationships of environmental knowledge and customer behavior (Frick et al., 2004,
Duerden and Witt, 2010, Vicente-Molina et al., 2013, Zsoka et al., 2013, Zareie and
Navimipour, 2016, Poudyal et al., 2015), including vehicle use (Flamm, 2009) and pro-
environmental behavior in saving energy (Pothitou et al., 2016).
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In terms of products, environmental consciousness and knowledge influence the willingness
to pay (WTP) for green products (Suki, 2016). Knowledge, product attributes, and
differentiation have an impact on customer behavior towards buying green products (Biswas
and Roy, 2015). Moreover, many studies emphasise that the knowledge in term of
environmental has a significant influence on customer behavior (Pothitou et al., 2016). A
significant relationship exists between environmental knowledge and customer preferences
for green products (Suki, 2013). The study of Biswas and Roy (2015) states that a lack of
information about green products often leads to a missing link between customers’
environmental concern and their buying behavior. According to the study of Frick et al.
(2004) and Osman et al. (2016), the customers’ knowledge and understanding of
environmental issues are major contributions towards consideration and perception of green

products and customer behaviors, especially for food products (Ala-Harja and Helo, 2015).

2.2.3 Perceived value

Perceived value is a value that is defined by customer perception of product or service quality
with respect to the outer dimension of products or services (Saleem et al., 2015). According
to Razak et al. (2016), perceived quality measure by the overall quality of product or service
that perceived by the customer. Customers consider the product quality, price, and styles
before purchasing the product. If the product possesses a high perceived quality, the purchase
intention of the customer is also high (Saleem et al., 2015). Thus, perceived quality directly
influences the purchase intention. There are many studies that observed on the influence of
advertising on product quality (Chenavaz and Jasimuddin, 2017). Information of products or
services through advertising, features, price, and brand name of the products are employed by
the customer to justify product quality (Chenavaz and Jasimuddin, 2017). Therefore, the
identification of value co-creation between different product labels and customer perceptions
is important to identify the message on the label. According to Aytekin and Biiyukahraz
(2006), the green concepts provide a positive contribution to the perceived quality of the
product. Therefore, a higher perceived quality of the product, the diffusion of that product

will increase. This will benefit both companies and customers.
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2.3 Transformative service concept

In the past decade, sustainability and well-being are increasingly considered in business and
service research (Tang et al., 2016, Rosenbaum et al., 2011). This is the fact that living
creatures are surviving by consuming environmental resources (Shirahada and Fisk, 2014,
Markman and Krause, 2016) and human activities such as a supply chain encroach on the
environmental resource (Pagell and Shevchenko, 2014, Anderson et al., 2013, Gupta and
Palsule-desai, 2011). Transformative service concept aims to support human well-being and
truly sustainable development (Anderson et al., 2013).

“Well-being” is a word that represents the good status of humans and system such as human
well-being (Panagopoulos et al., 2016, Sarkki, 2017), workers’ well-being (Edgar et al.,
2017), consumers’ well-being (Mende and Doorn, 2014, Tang et al., 2016), financial well-
being (Bruggen et al., 2017), economic well-being (Lu and Horlu, 2017), and social well-
being (Pilkauskaite-Valickienea and Gabrialaviciute, 2015). However, according to Cosimato
and Troisi (2015), supply chain management (SCM) causes a negative impact on the well-
being of the natural environment. SSCM was conducted for the purpose of performance and
brand value creation (Suki, 2016, Aibek and Ariffin, 2015, Huang et al., 2014b) rather than
environmental preservation (Pagell and Shevchenko, 2014). Therefore, natural resources

were consumed daily as part of the supply chains to create profits for organizations.

2.3.1 Transformative service research (TSR)

Since the increase of sustainable and environmental concerns, supply chain considered as
human activities that harmful to the environment (Markman and Krause, 2016). Therefore,
SSCM is developed to support the environmental and social well-being by a supply chain
aspect (Bendul et al., 2017, Markman and Krause, 2016). However, SSCM becomes a
marketing promoting to create profits for the individual company (Suki, 2016). Recently, the
concept of TSR is introduced to improve individual and collective well-being and ecosystems
(Kuppelwieser and Finsterwalder, 2016). Therefore, the integration of TSR in supply chain
research can overcome the unachieved goal of SSCM to uplifting the quality of life for a
human. TSR is a new area of research that focuses This research topic encourages researchers

to explore and expand a concept of business practices in terms of the economy, society, and
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the environment (Ostrom et al., 2010). However, TSR is limited to a few research areas,

including finances, healthcare, and social services (Kuppelwieser and Finsterwalder, 2016).

Implementation of the TSR concept in SCM requires an integration of customer and service
research with the aim of improving the well-being of customer entities: individuals,
communities, and ecosystems (Anderson et al., 2013, Rosenbaum, 2015, Kuppelwieser and
Finsterwalder, 2016). TSR is inspired by transformative customer research with the purpose
of solving customer problems by applying marketing tools and techniques (Mick, 2006).
Well-being is a key consideration of TSR in both individual and collective aspects (Anderson
et al., 2013). Beside well-being and sustainable development, TSR also concerns customer
aspects including satisfaction, loyalty, repurchase intentions, and word of mouth
(Rosenbaum, 2015). Since S-D logic provides a similar concept for improving well-being, it
is considered a key contributor to TSR development (Anderson et al., 2013, Kuppelwieser
and Finsterwalder, 2016).

From a TSR perspective, the supply chain system needs to be refocused from the tangible to
the intangible and from operand resources to operant resources (Lusch et al., 2006, Lusch et
al., 2007) and service is considered to be the fundamental basis of exchange (Vargo and
Lusch, 2004). In a TSR lens, human activities are the exchange of service, so they are both
service providers and service beneficiaries (Lusch et al., 2016). Service is defined as the
processes or application of competences for creating benefits among the actors (Vargo and
Lusch, 2004, Lusch et al., 2006). Thus, a supply chain is considered a value co-creation
network (Maas et al., 2014) that takes knowledge creation among the members of the
network into account (Tokman and Beitelspacher, 2011). The members, or actors, who
influence the supply chain system have been viewed as an individual entity whose purpose is
to move materials from upstream to downstream to create revenue (Maas et al., 2014). In a
TSR based organization, the importance of the tangible cost of a product is reduced and brand
value becomes important (Lusch et al., 2006). As far as the similarity of supply chains and
TSR, both concept also considers on interactions and relationships in value creation within a
system (Akaka and L. Vargo, 2015), and goods play a role in service-delivery in a subset of
economic exchange (Vargo and Lusch, 2008a). Moreover, knowledge, integration, customer
engagement, relationships, and innovation can be considered part of the framework of supply
chain elements (Randall et al., 2014).
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2.3.2 Supply chain and service-dominant logic

The S-D logic concept has been implemented for well-being and sustainability in a global
economy (Lusch et al., 2006). This is known as an important component for developing TSR
(Anderson et al., 2013, Blocker and Barrios, 2015). S-D logic was purposed by Vargo and
Lusch (2004) as a new marketing concept. The primary focus of this concept is resources,
operant resources or dynamic resources, that can act on other resources to create value rather
than operand resources (tangible) that require action from actors to create value (Lusch et al.,
2006, Vargo, 2007). It was implemented economically and competitively by viewing the
service as a process, or the use of the resources for creating benefits for other entities
(Randall et al., 2014).

In order to shift the core consideration of SCM from G-D logic to S-D logic, the premise of
S-D logic needs to be considered. The latest update of premises was purposed by (Vargo and
Lusch, 2015) in 2015 as shown in table 2.2.

Table 2.2 Premise of S-D logic

Foundational | Definition
Premise
FP1 Service is the fundamental basis of exchange
FP2 Indirect exchange masks the fundamental basis of exchange.
FP3 Goods are distribution mechanisms for service provision.
FP4 Operant resources are the fundamental source of strategic benefit.
FP5 All economies are service economies.
FP6 Value is co-created by multiple actors, always including the beneficiary.
FP7 Actors cannot deliver value but can participate in the creation and offering
of value propositions.
FP8 A service-centered view is inherently beneficiary oriented and relational.
FP9 All social and economic actors are resource integrators.
FP10 Value is always uniquely and phenomenologically determined by the
beneficiary.
FP11 Value co-creation is coordinated through actor-generated institutions and
institutional arrangements.

Source: Vargo and Lusch (2015)
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In the conventional goods-centric approach or G-D logic perspective, in SCM, the focus is
strongly on tangible products and operand resources to deliver value to customers. The
members of the supply chain act as a co-production (Vargo and Lusch, 2008b). From an S-D
logic perspective, the value is created from the interactions between service providers and
beneficiaries and is determined by the users (Maas et al., 2014). Value creation is often
identified by the exchange value or the prices of products or services that customers have a
willingness to pay (Letaifa, 2014). It can be argued that the development from G-D logic to
S-D logic has provided a new way of doing business, and the main consideration moves from
things (nouns) to actions and processes (verbs) (Lusch, 2011). In order to shift to an S-D
logic perspective, an organization needs to focus on the core consideration of the S-D logic

concept, as shown in Table 2.3.

Table 2.3 Supply chain management in G-D logic and S-D logic

G-D logic perspective S-D logic perspective
Goods Services
Tangible Intangible
Operand resources Operant resources

Value-added Value proposition
Value in exchange Value-in-use
Co-production Co-creation

Source: Lusch et al. (2006)

In traditional G-D logic perspective, see goods as a core value but in S-D logic is a process
that directly provides the value through the services and provides indirect value in form of
goods. S-D logic implies that knowledge is an intangible resource that sustainable and lead to
the competitive advantage (Lusch et al., 2006). The term operand and operant resources were
applied to classify the resource in the business system into two main types. Operand
resources are mostly goods and tangible for manufacturing or value adding in term of
production. However, the core competency of the organization and source of competitive
advantage are directly related with operant resources (Lusch et al., 2006) which are consist of
knowledge and skills (Vargo, 2010) that employed to act on operand resources and integrated
with other operant recourses (Vargo and Lusch, 2004). All participants in the value-creation
process are viewed as dynamic operant resources (Lusch et al., 2006) and resource integrators

(Maas et al., 2014). Thus, in S-D logic perspective, the supply chain is a network of resource
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integrators who provide the value to customers. Beside the suppliers in a supply chain, all the
actor's participant in the supply chain can be considered as resource integrators including
environment, government, competitors, and etc. Therefore, resource integration or value

propositions always occur in a supply (Kowalkowski, 2010).

“The value is always determined by the customer as value-in-use whether in direct interaction
with the supplier or in indirect interaction through goods in use” (Kowalkowski, 2010 p.231).
Value capture is measured by the firm’s revenues resulting from the value that it created and
the price accepted by customers (Letaifa, 2014). Value-in-use is the priceless experience
perceived by the customer (Lusch et al., 2006). Thus, the products become a thing that
embedded with service for delivering to the customer (Bjurklo et al., 2009). Price is value in
exchange (Lusch et al., 2006). S-D logic argues value-in-use is a source of value-in-exchange,
without value-in-use, value-in-exchange could not exist. Therefore, value-in-use could occur
without value-in-exchange but value-in-exchange could not (Prasetyanti and Simatupang,
2015).

2.3.3 Supply chain as an ecosystem

The supply chain also considers on activities and relationships among the network, the related
activities and influence on the organizations including manufacturing, logistics, materials,
distribution, and transportation (Ibrahim and Hamid, 2014). The relationship and interaction
of internal processes, suppliers, and customers in the supply chains are leading to the
performance improvement of the system (Zailani and Rajagopal, 2005). The key element of
supply chain collaborative includes sharing information (Defee et al., 2010), knowledge
(Naslund and Williamson, 2010), risk and reward among the partners in order to achieve the
mutual goal (Min et al., 2005). Supply chain management is not focused only on supply
chains, but also the overall networks of the system (Schaltegger and Burritt, 2014). Thus, the
actors within the supply ecosystem consist of suppliers, lead producers, competitors, and
other stakeholders including institutions (value proposing social, economic actors, and
technology) (Lusch, 2011). The term ecosystem is appropriated for implementing in a supply
chain system because it includes the flows of both human, nature, and energy among each
actor (Vargo and Lusch, 2015). A set of active and inactive members within a supply chains
are all related and could be contributing to a system at anytime (Schaltegger and Burritt,
2014).
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The term “ecosystem” is used to identify the supply chain because it represents a system
consisting of humans and other non-human actors such as the environment (Vargo and Lusch,
2015, Lusch et al., 2016). Thus, the integration of both human and non-human interaction in
the supply chain is significant in terms of supply chain development. Each actor in the supply
chain has direct and indirect relationships that influence the performance of the other actors
in the supply chain system (Mentzer et al., 2001). Both active and inactive members of the
supply chain contribute in SCM (Schaltegger and Burritt, 2014). According to Lusch et al.
(2016), the network of organizations with resource integration and service exchanges among
actors influenced by shared institutional arrangements can be viewed as ecosystems. In
supply chain research, they consider the geographical markets, including domestic and
international cultures and laws as a part of service ecosystems studies (Lusch et al., 2016). A
service ecosystem is a large system with loose relationships among the actors and institutions
for co-creating and offering value. Therefore, a supply chain is a part of the service

ecosystem (Lusch, 2011).

Institutions Resource Integrators

Figure 2.3 service ecosystem

Source: Lusch and Vargo (2014)
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Table 2.4 Level of a supply chain in the service aspect

Level Description Supply chain aspect

Micro-level The micro-level or the individual level is an Individual entity
isolated entity in an ecosystem.

Meso-level The meso-level is collective, intersection, or Supply chain

relationship of an individual entity

Macro-level The macro-level is the environment level that | Supply ecosystem

consisted of meso-level and the micro-level.

Source: Meynhardt et al. (2016)

The study of Meynhardt et al. (2016) classified the level of the ecosystem into three level
(Table 2.4) that cannot be separate. Therefore, macro-level (ecosystem) embedded with
subsystems of meso-levels and micro-levels. In supply chain aspect, micro-level is an
individual firm, meso-level can be considered as a supply chain which is a system of the
individual firms who working together (Zailani and Rajagopal, 2005, Hamed et al., 2017b),
and macro-level is a supply chain ecosystem that includes institution, environment, and

society that direct and indirect influence on a supply chain.

A service ecosystem is “a relatively self-contained, self-adjusting system of resource-
integrating actors connected by shared institutional arrangements and mutual value creation
through service exchange” (Vargo and Lusch, 2015 p.6). Service exchanges, service
experiences, value co-creation, and resource integration are the primary concepts of a service
ecosystem (Akaka and L. Vargo, 2015, Lusch et al., 2016). From an S-D logic perspective,
the supplier has the role of the resource integrator (Kowalkowski, 2010, Maas et al., 2014) in
a network of actors with both direct and indirect interactions in value co-creation called an
ecosystem, where all actors are a part of a value network (Flint et al., 2014, Akaka and L.
Vargo, 2015). Therefore, the value cannot be separated from an individual or collective level
(Meynhardt et al., 2016). Lu et al. (2014) suggested the concept of a business ecosystem to
focus more on cross-industry collaborations rather than direct links between partners like in
traditional supply chain management. Due to the study of Letaifa (2014), ecosystem value is
the value that occurs from the interaction of individuals, firms, customers, and others in

multiple dimensions (society, culture, and economy) within the entire ecosystem.
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Based on the definition of ecosystem, a supply chain network can be considered an
ecosystem because it consists of multiple actors (Mentzer et al., 2001) with dynamic
environments (Defee et al., 2010). The supply chain also includes activities and relationships
within the network—related activities including manufacturing, logistics, materials,
distribution, and transportation functions are an influence on the organizations (lbrahim and
Hamid, 2014). Thus, the actors within the supply ecosystem consist of both humans and
nature, including suppliers, producers, competitors, other indirect stakeholders, and
institutions (environment, value-proposing society, economic actors, and technology) (Lusch,
2011).
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Chapter 3
Foundation of TSC

3.1 Development phases of SCM

In order to construct a TSC, either SCM or TSR are needed to be considered. In SCM aspect,
a supply chain needs to achieve both efficiency and effectiveness (Ibrahim and Hamid, 2014,
Borgstrom, 2005, Defee et al., 2010, Huang et al., 2014a) to satisfy the customer in term of
quality and cost (Zelbst et al., 2009). Beside the SCM development, the environmental aspect
also embedded in a supply chain as an ecosystem. Environmental aspect is integrated as a
success element of a business and supply chain (Ntabe et al., 2015). Environment, society,
and institution are significantly influence in TSC development. Therefore, an effective supply
chain consists of both economic and environmental aspects and a supply chain is considered
as an ecosystem (Vargo and Lusch, 2015, Lusch et al., 2016). The relationship of human-to-
human and human-to-nature are significantly influence on an effectiveness of a supply chain.
Then, the development of an effective supply chain is considered as a foundation of TSC

development.

Since TSC required a higher level of understanding and integration among the members, the
development of an effective supply chain partnership becomes a key concern for supply chain

development (Hea et al., 2013). In order to construct an effective supply chain partnership,
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the influential factors are required to be identified. Moreover, the development phases of
supply chain partnership are influenced by different factors in supply chain management
(SCM). In the current business situation, the successful supply chain seems to be those that
have a tight bond among internal processes, suppliers, and customers in supply chains
(Zailani and Rajagopal, 2005). Thus, the study of supply chain development and partnership
has become increasingly important in academic and business research for constructing an
effective supply chain network. However, supply chain terminologies mentioned in supply
chain research are overlapped due to different purposes and areas of study .This leads to
unclear definitions and overlapped meanings in supply chain research. This study aims to
identify the critical factors that contribute to each phase of supply chain partnership
development by a substantial literature review of supply chain terminologies in SCM. Then
framework for constructing an effective supply chain network is purposed to support the

development and maintain the partnership.

The purpose of this chapter is to (i) categorize and simplify the important concepts within the
field of SCM and classify into critical categories of supply chain development, (ii) establish a
framework for constructing supply chain partnership as critical phases, to identify concrete
foundation to establish TSC.

Since a supply chain is a network that delivers materials, products, services, finances, and
information upstream and downstream among the members of a supply chain, with delivery
to the end customer (Mentzer et al., 2001), the partnership among supply chain members is
considered as the essence of SCM (Hea et al., 2013, Gallear et al., 2012). Before the
establishment of a supply chain partnership, each firm is individually operated, and suppliers
act as providers. The critical phases of supply chain partnership can be divided into three

main phases.

3.1.1 Pre-partnership

In the initial phase, a firm mainly focuses on internal operation; suppliers are seen as raw
material sellers. The relationship of supply chain members in this phase is shown in Figure
3.1. They are aiming at the individual profit rather than sharing higher profits. In the
literature, the internal operational processes are always defined as a part of supply chain

performance. Internal integration, collaboration, communication, information sharing, and
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flexibility are mentioned as the influential factors in SCM (Chang et al., 2007, Huo, 2012,
Beheshti et al., 2014). Therefore, the individual operation of a firm in the supply chain is
imperative to create a competitive advantage and is referred to as antecedent factors of SCP.
When the firm achieves higher business performance, it is likely to concern more on buyer-
customer relationships to create better responsiveness within supply chain members
(Handfield and Bechtel, 2002).

Supplier > Firm » Customer

Figure 3.1 Relationship of pre-partnership phase

3.1.2 Partnership

The partnership is a stage that members of the supply chain are working together to achieve
higher responsiveness and customer satisfaction (Zailani and Rajagopal, 2005, Gallear et al.,
2012) (Figure 3.2). The members are working together, sharing information, risk, and
strategies. A closer relationship with supply chain members is essential for creating higher
SCP (Panayides and Venus Lun, 2009). Thus, the critical factors for creating performance are
dramatically different from the pre-partnership phase. According to Ryu et al. (2009),
Abdullah and Musa (2014), components of the partnership are a commitment, trust, and
collaboration among supply chain members. The firm is mostly concerned more about
suppliers to achieve higher SCP. However, the firm with a higher level of internal integration
likely to employ integrative methods to handle relationships with other supply chain members
(Willis et al., 2016).

Supplier < > Firm » Customer

Figure 3.2 Relationship of partnership phase
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3.1.3 Post-partnership (Fully integrated)

In this phase, buyer-supplier relationships are shifting from transaction-oriented to
relationship oriented (Ku et al., 2016). The customers become an important part of SCM.
They are co-create value by providing information about the requirements, operations, and
environmental contexts to the firms (Zhang et al., 2016) as shown in Figure 3.3. When firms
become a partnership, they need to maintain and create long-term benefits for the suppliers
(Ku et al.,, 2016). According to Ramanathan and Gunasekaran (2014), the success of
collaboration among partners influences on future collaboration and long-term partnership. In
this phase, trust and commitment are create through the engagement in strategic alliances
(Ryu et al., 2009). Moreover, knowledge and integration among suppliers, firm, and customer
are needed for constructing supply chain flexibility (Ku et al., 2016, Zhang et al., 2016) and
SCP.

Supplier = » Customer

T o | |

Figure 3.3 Relationship of post-partnership phase

3.2 Influence factors on supply chain management

A supply chain is a large system that is influenced by many factors. Thus, its performance is
driven by various factors .In the past decade, the most frequently mentioned factors are

summarized in Table 3.1.

According to the definition provided by the previous research in Table 3.1, there are some
factors that are closely related to each other; for instance, collaboration and coordination, and
responsiveness and reliability. Since coordination is frequently mentioned in terms of

collaboration (Costantino et al., 2014) and integration (Ibrahim and Hamid, 2014, Aryee et
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al., 2008, Lotfi et al., 2013) coordination is concerned as a sub-topic under collaboration and
integration. Responsiveness and reliability are related to the capability of the firm to deliver
the product with speed and accuracy (Bourlakis et al., 2014a, Ganga and Carpinetti, 2011).
Thus, this can be considered as a part of supply chain flexibility.

The first is a pre-partnership phase; in which a critical factor is created by a willingness of the
firm to create a higher performance to serve the customer and assist in business management
without any contribution from inter-organization. The critical factors in this phase are internal

integration and flexibility with supporting factors of technology and innovation.

The second phase occurs when the firm interacts with inter-organization and creates a buyer-
customer relationship to achieve higher performance through the supply chain. This phase
called partnership phase; it is a beginning phase of the partnership. The firms start working
together to achieve a higher profitability. However, the focus of the firm in this phase is a

benefit for itself.

The third phase is a post-partnership phase, in which a group of firms is working together for
a period of time for sharing the profit and risk together. The firms are most likely sharing the
same objectives and helping each other to achieve the same goal. The knowledge and
information freely flow among the partnership and strategies are developed together. The
keys factors in this phase are trust and integration among the partnership to create supply
chain flexibility. Trust occurs only when supply chain members are confident and willing to
share the information among each other (Panayides and Venus Lun, 2009, Yeung et al.,
2009). Technology is concerned with an infrastructure to support the overall supply chain
processes. In this phase, the firms maintain and tighten a good relationship among partners in

order to achieve flexibility, responsiveness, and reliability of a supply chain.
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Table 3.1 Summarize of critical factors in supply chain management

Factors

Definitions and their relationships

References

Collaboration

Collaboration is defined as sharing and exchanging information and
planning among two or more independent companies .lts key
elements include sharing information (Defee et al., 2010), knowledge
(Naslund and Williamson, 2010), risk, and reward among partners in

order to achieve mutual goals (Min et al., 2005).

(Beske et al., 2014), (Lohman et al., 2004), (Badea
et al., 2014), (Panayides and Venus Lun, 2009),
(Costantino et al., 2014), (Min and Zhou, 2002),
(Meixell and Gargeya, 2005), (Chen et al., 2007),
(Lee et al., 2011), (Naciri et al., 2011), (Fawcett et
al., 2012), (Wu et al., 2014)

Coordination

Coordination is frequently mentioned in terms of collaboration
(Costantino et al., 2014) and integration (Ibrahim and Hamid, 2014,
Aryee et al., 2008, Lotfi et al., 2013) of supply chain systems .
Coordination among supply chain members reduces various
inefficiencies including the bullwhip effect and inventory issues
(Costantino et al., 2014). Hence, coordination leads to better SCP in
terms of benefits and profit (Lotfi et al., 2013).

(Costantino et al., 2014), (Lotfi et al., 2013), (Lee
etal., 2011), (Zhang and Chen, 2013)
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Flexibility

Supply chain flexibility is the ability to be flexible in terms of
operation and manufacturing (Duclos et al., 2003), including the
ability to respond to the environmental changes (Huang et al., 2014a)
to customize the product based on customer requirements .It is
generally related to the ability to react to uncertain situations in both

internal and external organization (Thoméa et al., 2014).

(Cai et al., 2009), (Sukati et al., 2012), (Thoméa et
al., 2014) ,(Hwang et al., 2008), (Xu et al., 2009),
(Wibowo and Sholeh, 2015), (Bourlakis et al.,
2014a), (Afonso and Cabrita, 2015), (Gunasekaran
et al.,, 2004b), (Ganga and Carpinetti, 2011),
(Lohman et al., 2004), (Hon, 2005), (Bhagwat and
Sharma, 2007), (Kim, 2009), (Avelar-Sosa et al.,
2014), (Adel El-Baz, 2011), (Yu et al., 2010),
(Cho et al., 2012), (Fan et al., 2013), (Acar and
Uzunlar, 2014), (Bourlakis et al., 2014b),
(Qrunfleh and Tarafdar, 2014), (Arnold et al.,
2015)

Green

(Environment)

Green supply chain is focused on integrating environmental issues
into a supply chain (Zhu et al., 2016, Uygun and Dede, 2016) with
the main purpose to minimize the overall effects from supply chain
systems including product design, material sourcing, manufacturing
processes, delivering, and disposing of the products on the
environment (Uygun and Dede, 2016) (Kumar and Rahman, 2016).

(Zhu et al., 2008), (Azevedo et al., 2011), (Diabat
and Govindan, 2011), (Olugu et al., 2011), (Azfar
etal., 2014)
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Information

sharing

Information sharing, an important part of IT systems, is the
availability of information and knowledge sharing among partners
within a network .It is considered as an important supply chain tool
for a successful SCI, and coordination (lbrahim and Hamid, 2014),

and for improving firm performance (Sukati et al., 2012).

(Cai et al., 2009), (Lambert and Cooper, 2000),
(Gunasekaran et al., 2004b), (Trkman et al., 2010),
(Badea et al., 2014), (Abdullah and Musa, 2014),
(Costantino et al., 2014), (Lotfi et al., 2013),
(Yeung et al., 2009), (Min and Zhou, 2002), (Chen
et al., 2007), (Naciri et al., 2011), (Wu et al.,
2014), (Zhang and Chen, 2013), (Yu et al., 2010),
(Fan et al., 2013), (Acar and Uzunlar, 2014),
(Qrunfleh and Tarafdar, 2014), (Prajogo and
Olhager, 2012), (Chen et al., 2013), (Luo et al.,
2013), (Costantino et al., 2015), (Li and Zhang,
2015), (Marinagi et al., 2015), (Wong et al., 2015)

Innovation

In SCM, innovation is strongly related to new products or services
development that offers greater customer satisfaction. Innovation has
been considered as a result of new knowledge and discovery
(Craighead et al., 2009). Innovation is a new approach to improve
operational efficiency and enhance service effectiveness (Bello et al.,
2004) .

(Cai et al., 2009), (Craighead et al., 2009),
(Woolliscroft et al., 2013), (Lin et al., 2010),
(Beske et al., 2014), (Afonso and Cabrita, 2015),
(Bhagwat and Sharma, 2007), (Adel EI-Baz,
2011), (Panayides and Venus Lun, 2009), (Min
and Zhou, 2002), (Fawcett et al., 2012), (Cho et
al., 2012), (Fan et al., 2013), (Bello et al., 2004),
(Chan et al., 2014)
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Integration

Integration is resulting in the increase of supply chain capability and
the ability to shorten the response time with high quality and
reasonable cost (Naslund and Williamson, 2010) .It leads to better
coordination of business processes across the members of a chain
(Aryee et al., 2008).

(Vijayasarathy, 2010), (Sukati et al., 2012),
(Hasan et al., 2014), (Lin et al., 2010), (He and
Lai, 2012), (Beske et al., 2014), (Okongwu et al.,
2016), (Kim, 2009), (Green et al., 2012), (Lotfi et
al., 2013), (Min and Zhou, 2002), (Chen et al.,
2007), (Yu et al., 2010), (Acar and Uzunlar,
2014), (Prajogo and Olhager, 2012), (Wong et al.,
2015), (Kogoglu et al., 2011), (Ryoo and Kim,
2015)

Knowledge

Knowledge management (KM) is important in organizations and
supply chain development. It is the process of collection, distribution,
and implementation of knowledge resources (Woolliscroft et al.,
2013). KM in a supply chain is reflected by the learning progression,
use of knowledge, and knowledge collection (Craighead et al., 2009).

Knowledge is a component shared by a supply chain.

(Craighead et al., 2009), (Woolliscroft et al.,
2013), (Hasan et al., 2014), (Beske et al., 2014),
(Adel EI-Baz, 2011), (Min and Zhou, 2002),
(Chen et al., 2013), (Luo et al., 2013), (Ryoo and
Kim, 2015), (Borjeson et al., 2015)
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Reliability

Reliability in SCM is mainly related to the capability to respond to
customers. Ganga and Carpinetti (2011) mentioned that it is the
ability to deliver to the right place, in the right quantity, at the right
time, with the correct documentation, to the customers .It is measured

as the percentage of correct orders delivered (Hwang et al., 2008).

(Hwang et al., 2008), (Wibowo and Sholeh, 2015),
(Ganga and Carpinetti, 2011)

Responsiveness

Supply chain responsiveness is considered as a primary source of
performance (Handfield and Bechtel, 2002). It is the speed of a
supply chain systems to respond to customer demand (Ganga and
Carpinetti, 2011). Responsiveness is also related to the accuracy and
ability to provide the right products in the right place, at the right
time (Bourlakis et al., 2014a). Thus, responsiveness within a chain is
an element of supply chain flexibility.

(Craighead et al., 2009), (Sukati et al., 2012),
(Handfield and Bechtel, 2002), (Hwang et al.,
2008), (Wibowo and Sholeh, 2015), (Bourlakis et
al., 2014a), (Ganga and Carpinetti, 2011), (Hon,
2005), (Avelar-Sosa et al., 2014), (Fan et al.,
2013), (Bourlakis et al., 2014b), (Azfar et al.,
2014)

Risk

The risk is investigated in many research fields including supply
chain management .In a supply chain, the risk is related to unreliable
and uncertain processes in both supply and demand sides (Avelar-
Sosa et al., 2014). Greater risk in a supply chain results in poorer
inventory management, lead-time, flexibility, and responsiveness
(Avelar-Sosa et al., 2014).

(Beske et al., 2014), (Avelar-Sosa et al., 2014),
(Badea et al., 2014), (Hussain et al., 2015), (Min
and Zhou, 2002), (Giannakis and Papadopoulos,
2016)
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Technology

Technologies related and adopted in supply chains vary: for instance,
Electronic Data Interchange and point of sale systems, information
processing capability, information sharing (Vijayasarathy, 2010),
Enterprise Resource Planning (Gunasekaran et al., 2004b), e-
procurement and e-commerce, internet and extranets (Marinagi et al.,
2014, Karakudilar and Sezen, 2012),
Identification (Lee et al., 2011).

and Radio Frequency

(Vijayasarathy, 2010), (Woolliscroft et al., 2013),
(Gunasekaran et al., 2004b), (Ducq and Berrah,
2009), (Lohman et al., 2004), (Zin et al., 2013),
(Badea et al., 2014), (Min and Zhou, 2002), (Chen
et al., 2007), (Lee et al., 2011), (Naciri et al.,
2011), (Yu et al., 2010), (Cho et al., 2012), (Acar
and Uzunlar, 2014), (Qrunfleh and Tarafdar,
2014), (Prajogo and Olhager, 2012), (Bello et al.,
2004)

Trust

Trust is defined as confidence and willingness among members in
exchanging information with each other (Panayides and Venus Lun,
2009, Yeung et al.,, 2009). This results in an improvement of
responsiveness (Handfield and Bechtel, 2002). Trust is an essential
element for sustainable development and collaboration of partners
(Fawcett et al., 2012).

(Handfield and Bechtel, 2002), (Panayides and
Venus Lun, 2009), (Abdullah and Musa, 2014),
(Yeung et al., 2009), (Chen et al., 2007), (Fawcett
et al., 2012), (Chen et al., 2013), (Ryoo and Kim,
2015), (Capaldo and Giannoccaro, 2015)
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Strategies

Strategies are often considered as the primary method for operating
and managing an organization. Supply chain strategies focus on two
important aspects which are lean/efficient and agile/responsive (Zhou
et al., 2014). The organizational performance is influenced by the
relative strategy and developed elements to encourage the strategy
(Defee et al., 2010).

(Craighead et al., 2009), (Sukati et al., 2012), (Lin
et al., 2010), (Gunasekaran et al., 2004b), (Alomar
and Pasek, 2014), (Lohman et al., 2004), (Adel EI-
Baz, 2011), (Green et al., 2012), (Qrunfleh and
Tarafdar, 2014), (Kang et al., 2012)

Sustainable

Sustainable development is the development without compromising
the ability of future generations (Gopalakrishnan et al., 2012).
Sustainability in a supply chain is related to awareness towards
environmental. It is often described as an integration of three
dimensions namely economic, social, and environmental dimensions
for sustainable development (Kumar and Rahman, 2016, Formentini
and Taticchi, 2016).

(Lohman et al., 2004), (Hon, 2005), (Azfar et al.,
2014), (Beske et al., 2014), (Bourlakis et al.,
2014a), (Bourlakis et al., 2014b), (Grimm et al.,
2014), (Pedro José Martinez-Jurado and Moyano-
Fuentes, 2014), (Dadhich et al., 2015), (Hussain et
al., 2015), (Giannakis and Papadopoulos, 2016)
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Since supply chain development has a time frame and each factor influences in each phase of
the supply chain with an unequal weight, it is significant to identify the factors influencing a
supply chain network in each phase. This research synthesizes and organizes those complex
relationships into antecedent and descendent of a supply chain network to develop a

framework for supply chain development.

3.3 Framework of SCM development

According to the research findings, SCP is influenced by many factors in supply chain
systems .The factors influencing SCP are divided into three different time frames namely pre-
partnership (antecedent factors), partnership, and post-partnership (descendent factors) as
shown in three critical phases in Figure 3.4. This proposed framework is classified into four
aspects; supporting factors, resources, interaction, and capability of SCM. Supporting factors
is an infrastructure of the supply chain while information and knowledge are referred to as
the resource of the supply chain for interacting and integrating among members. Interaction
plays an important role in the resource integration process and leads to the higher supply
chain capability which is considered as the ability of the firm and supply chain to respond to

the demand and the environmental changes.

In the pre-partnership phase, each member of the supply chain focuses on the individual
business process to respond to customer demand. The suppliers or customers are components
of higher achievement at the firm level. However, when the individual firm perceives the
value of partnership collaboration among members, they aim at a higher level of
responsiveness, thus, creating a partnership. A partnership is a key concern for improving
SCP. After members become partners, members will work together to achieve the goals of
the supply chain. Then, they have the ability to create a flexible supply chain to respond to

uncertain demand.
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Figure 3.4 Framework of effective supply chain network

3.3.1 Pre-partnership phase (Antecedent factors)

In the pre-partnership phase, antecedent factors are considered as sources of supply chain
partnership or primary factors in SCM .The purpose of antecedent factors is to maximize
organization profit with less support by inter-organization. The key factors in this phase
consist of internally business approach including flexibility and integration within the

organization. The main purpose of this phase is to generate profit for the organization.

() Internal flexibility

Internal flexibility or agility of the firmis considered as a key factor in performance
improvement, resulting in competitive advantage (Awais et al., 2014, Ganga and Carpinetti,
2011, Azfar et al., 2014). It is the ability of supply chains to adjust sourcing and production
planning for optimizing operations (Chandak et al., 2014). The need for flexibility initiates
from customers since they require variety, specific quality, competitive prices, and faster
delivery (Sukati et al., 2012). The performance of a supplier also influences on internal
flexibility (Ndubisi et al., 2005). Thus, the firm should consider the supplier selection process

since the pre-partnership phase.
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Increasing the flexibility provides a better ability to respond to unpredictable events,
including a variation of demand, poor manufacturing, late delivery, and supplier
performance. Flexibility leads to a reduction in back orders, lost sales, and late orders
(Beamon, 1999). Internal flexibility is all internal operations that support external flexibility
(Thoméa et al., 2014). Therefore, flexibility and performance of a supply chain have a
positive relationship with each other because they allow firms to better respond to customer
demand with less cost and time. However, flexibility requires many supporting factors such

as information sharing and integration within the organization.

(b) Internal integration

Integration supports participating firms to better identify problems and reduce the complexity
of projects (Naslund and Williamson, 2010). Internal integration is a dimension of SCI (Lee
et al., 2007, Huo, 2012, Beheshti et al., 2014, Zhang et al., 2016, Boon-itt and Paul, 2006,
Huo et al., 2016, Lii and Kuo, 2016). In this phase, the firm needs to focus on the internal
integration. It is the degree of collaborative work among the business functions in a firm. It
also includes linkages and relationships within a single organization. At the operational level,
a goal of the collaborative work is to create better management for operating and controlling
inventory (Min et al., 2005), such as minimizing safety stock requirements and increasing
information availability (Defee et al., 2010). Internal integration supports product design,
procurement, production, marketing, and distribution, in order to meet customer requirements

with cost minimization and the effectiveness of the value chain (Kim et al., 2008).

3.3.2 Partnership phase

The core competency of a supply chain relies on the flow of goods, services, information, and
finances among members .Thus, the essence of supply chain systems is the relationships,
interaction, and cooperation among members to achieve a mutual goal .Relationships
between the members or inter-relationships have become a core consideration by many
organizations that aim to create a higher responsive level in systems. A supply chain
partnership allows each entity to focus on core competencies and outsource noncore activities
to other entities in the supply chain (Handfield and Bechtel, 2002). Communication and
interactions between members are primary activities in every supply chain system, but
collaboration, integration, risk and award sharing, and trust among the members are not

generally found in every supply chain system .Therefore, a closer relationship among
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members is a core consideration, in order to achieve higher performance (Panayides and
Venus Lun, 2009), and faster responses for customers (Handfield and Bechtel, 2002). A close
supply chain partnership results in goal sharing among firms and seamless activities.
Consequently, it helps unite cooperation in supply chain systems and, hence, it increases

flexibility in the management system (Wiengarten et al., 2016).

(c) Collaboration and coordination

Collaboration is defined as sharing information and planning among two or more independent
companies (Singh and Power, 2009). It is an expectation of a supply chain leader and
followers (Defee et al., 2010). It directly influences the formation of a supply chain
partnership (Lotfi et al., 2013). The key purpose of supply chain collaboration is to create
competitive advantage and improve performance (Naslund and Williamson, 2010, Chen et al.,
2007, Simatupang and Sridharan, 2002, Kohli and Jensen, 2010). Collaboration among
supply chain members allows firms to deal with uncertain demand and requirements from

customers (Defee et al., 2010). Hence, collaboration plays an important role in the success of
SCM (Min et al., 2005).

External collaboration is the relationship between suppliers and customers that generate a
positive impact on process and product innovation (lbrahim and Hamid, 2014). Collaboration
is achieved if the firms are able to develop themselves in terms of standard business operation
and information sharing .Effective information sharing improves decision-making and supply
chain efficiency (Min et al., 2005). IT influences successful collaboration among
organizations (Naslund and Williamson, 2010). However, the collaboration factor cannot
solely improve SCP (Kohli and Jensen, 2010, Kache and Seuring, 2014).

(d) Information sharing

Information sharing is concerned as a part of inter-organization collaboration and
coordination (Wu et al., 2014). Real-time information sharing among upstream and
downstream in a supply chain leads to an optimization operation of the supply chain
including minimizing lead time and bullwhip effect (Lee et al., 2007). Generally, information
sharing is frequently mentioned in inter-organization approach and considered as an issue in
SCM. This is related to trust and integration among partners (lbrahim and Hamid, 2014, Wu

et al., 2014). However, when firms are willing to share information, they require an
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appropriate technological support for transmitting the information among partners (Li and
Zhang, 2015)

3.3.3 Descendent factors

When antecedent factors are implemented among partners and a partnership was created,
partners possess the ability to respond to unpredictable situations. The related factors
(descendent factors) consist of flexibility and integration along with a supply chain.
Descendent factors help members of a supply chain to maintain good relationships with each
other. A better relationship with supply chain members means members integrate together in
supply chain processes and support each other to achieve the same goals. Thus, risk sharing,
supply chain strategies, and trust among members are needed to maintain and extend from
partnership phase. A better relationship with supply chain partners creates more flexibility in
any aspect of the supply chain and leads to SCP.

(e) Supply chain flexibility

The definition of supply chain flexibility is “the ability of supply chain partners to restructure
their operations, align their strategies, and share the responsibility, to respond rapidly to
customers’ demand at each link of the chain, to produce a variety of products in the quantities,
costs, and qualities that customers expect, while still maintaining high performance” (Kumar
et al., 2006 p.305). Another definition of flexibility is responsiveness (Ibrahim and Hamid,
2014), which is defined as the availability of responsive and flexible partners in both
upstream and downstream supply chains. In order to create supply chain flexibility, effective
partnership and collaboration are required in both upstream and downstream supply chains
(Thoméa et al., 2014, Awais et al., 2014).

Flexibility results in an improvement of service performance for unpredictable customer
requirements, better demand planning, inventory visibility (Awais et al., 2014), increasing
customer satisfaction (Beamon, 1999), shorter cycle time, and lower overall levels of
inventory (Leavy, 2006), eliminating bottlenecks, and creating a higher level of performance
(Thomeéa et al., 2014). Flexibility includes the management of supply chain members, and the
coordination of resources, information, and technology (Mentzer et al., 2001, Awais et al.,
2014). Due to an uncertain environment with unpredictable changes, an organization with the

ability to respond and adapt itself tends to be a successful organization (Kumar et al., 2006).
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More flexibility and responsive systems allow an organization has the advantages in a
competitive environment. However, it is a fact that cost, uncertainty, and controllability are
the trade-off for creating SCF (Tiwari et al., 2015). Therefore, supply chain needs to balance
the flexibility among supply chain partner to create a sustainable partnership.

(f) External integration

In supply chain studies, integration is considered as an important factor for surviving in the

current economy and improving the competitiveness of supply chains (Kim, 2009, Lotfi et al.,
2013). Supply Chain Integration (SCI) is the ability of the supply chain members to better
prepare for environmental uncertainties, improve responsiveness, and create more flexibility
(Wonga and Boon-itt, 2008). External integration is classified into customer and supplier
integrations (Lee et al., 2007, Huo, 2012, Beheshti et al., 2014, Zhang et al., 2016, Boon-itt
and Paul, 2006, Huo et al., 2016, Lii and Kuo, 2016). Customer integration is the ability of a
firm to collaborate with its key customers in terms of demand and customer requirements.
The main idea of customer integration is a close customer relationship that enables firms to
respond faster to customers (Sukati et al., 2012). This leads to improved customer service,
lower costs, and higher profits by closely integrating internal functions and external functions
from other members (Kim, 2009). Supplier integration is the ability of a firm to collaborate
with the suppliers in a supply chain. Integration of a supply chain occurs when two or more
independent supply chain members work together for planning and executing production
(Simatupang and Sridharan, 2002). SCI is a seamless operation among members within a
supply chain. Integration among companies within supply chains usually leads to the highest
levels of performance improvement (Zailani and Rajagopal, 2005, Naslund and Williamson,
2010). Some literature distinguishes the integration into (1) physical flows among suppliers,
manufacturers, and customers, and (2) information flows within a supply chain (Zailani and
Rajagopal, 2005, Naslund and Williamson, 2010). Thus, information sharing is considered as

components of SCI.

Integration is also a source of partnership that is needed for companies to gain a competitive
advantage (Lotfi et al., 2013). This results in overall cost reduction, better quality, and
dependability (Gunasekaran et al., 2004b, Kohli and Jensen, 2010). A high degree of
integration with suppliers and customers through a supply chain contributes measurable

benefits for an organization’s performance and the overall chain (Zailani and Rajagopal, 2005,
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Kache and Seuring, 2014). The goal of SCI is to integrate all supply chain partners into a
single network to share common goals in developing a supply chain network. Thus, a supply
chain partnership directly participates in SCI (Zhang et al., 2016). SCI is also related to the
efficiency and effectiveness of IT including diffusion and adaptation of IT support and
information sharing, interdependence, and the relationship among members of a supply chain
(Huang et al., 2014a, Woolliscroft et al., 2013).

(9) Knowledge exchange

Knowledge is one of key contribution of SCP (Craighead et al., 2009, Lee et al., 2016). It is
considered as the critical resource of a firm (Ryoo and Kim, 2015). Sharing knowledge with
other members in the supply chain requires communication, information sharing, supply
chain strategies, and trust among the partner (Craighead et al., 2009, Beske et al., 2014, Luo
etal., 2013, Ryoo and Kim, 2015). In order to build and maintain a relationship with partners,
members required not only information sharing but knowledge transferring (Borjeson et al.,
2015). On the other hand, knowledge transfer among organization and supply chain is
required trust and a strong relationship with each other (Ensign et al., 2014). Explicit and tacit
knowledge often lead to value creation and competitive advantage (Handfield et al., 2015).
According to Borjeson et al. (2015), the effects of both intra-organization and inter-
organization depend on knowledge sharing to achieve higher SCP. Moreover, knowledge
sharing often leads to better production in a supply chain (Craighead et al., 2009, Beske et al.,
2014) and supports the construction of buyer-customer relationship and results in SCP

improvement (Luo et al., 2013).

3.3.4 Supporting factors

Other than influential factors in three phases of supply chain development, there are other
supporting factors that contribute to the success of each phase. Technology, trust, risk
sharing, supply chain strategies, and innovation are critical factors for supporting the supply

chain development.

(h) Information Technology (IT)

Due to the globalization era, IT has become increasingly important (Naslund and Williamson,
2010) in all phases of supply chain development. The seamless flow of information among
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members results in an improvement of information visibility, communication, commitments,
and cooperation. IT is related to many parts of SCM, including information/knowledge
sharing, systems integration, and communication among upstream and downstream suppliers
(Kim et al., 2008). Implementation of IT creates capabilities to achieve better management in
supply chain systems, creates new business model (Muegge and Mezen, 2017), supporting
SCI and enabling the integration of both internal and external business functions
(Vijayasarathy, 2010, Marinagi et al., 2014, Karakudilar and Sezen, 2012, Kim et al., 2008,
Hamed et al., 2017a).

IT is a tool to create real-time information networks among organizations and their partners
to create supply chain visibility and improve productivity and customer satisfaction (Dawson,
2002). Moreover, IT helps suppliers and buyers to better respond to customer demand
(Marinagi et al., 2014). This leads to lead-time reduction and overall performance
improvement with costs and inventory reductions (Zailani and Rajagopal, 2005, Lee et al.,
2007). In addition, IT in a supply chain assists in transferring product ideas, product support,
training aids, and technical knowledge (Zailani and Rajagopal, 2005). IT plays an important
role in KM as a tool for collecting, distributing and transferring knowledge. 1T supports all
business activities in supply chain systems in terms of speed and agility, improvement of
decision-making, responsiveness, and productivity (Marinagi et al., 2014, Kohli and Jensen,
2010). Significantly, IT allows a supply chain to improve overall performance, increase
responsiveness, and reduce uncertainties among members within a supply chain (Kache and
Seuring, 2014).

(i) Innovation

Due to the improvement of the competitiveness of global supply chains, the differentiation of
products, services, and/or processes in SCM is increasingly important. Innovation is the
improvement or fundamental development of products, services, and processes, including a
change in value activities of the organization (Panayides and Venus Lun, 2009). Innovation
supports an increasing of organizational competitive advantage (Craighead et al., 2009). It is
defined as the development and adaptation of a new idea or behavior. Supply chain
innovation covers many aspects, such as novel products, services, processes, policies, and
programs implemented in a supply chain system (Panayides and Venus Lun, 2009). The

essence of innovation is strongly influenced by the knowledge which supports the
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development of information and technology (Craighead et al., 2009, Bello et al., 2004).
Coordination and collaboration among members of a supply chain are also necessary for
developing innovative supply chain processes (Hwang et al., 2008). Since new processes in
supply chain systems are considered as innovations that lead to an increase in mutual profits
and decrease of cost (Bello et al., 2004), they are critical influential factors of SCP (Lin et al.,
2010). Companies place much attention on innovativeness since it is considered as an
important linkage to organization performance improvement and sustainable development
(Panayides and Venus Lun, 2009, Shrivastava et al., 2016).

() Risk sharing

The study of Giannakis and Papadopoulos (2016) classified risks in a supply chain into two
main categories: risks that are caused by the organizations among a supply chain, and risks
that are caused by the surrounding environment .Uncertainty is defined as a risk among
members in supply chain processes (Avelar-Sosa et al., 2014). The uncertainty influences
global supply chains in managing the risk that affects SCP (Meixell and Gargeya, 2005). A
goal of SCM is to manage uncertainty within a system. Hence, risk management is a major
part of SCM (Giannakis and Papadopoulos, 2016). The risk is generally interpreted as
unreliability and uncertainty of a supply chain process, including the instability of the
business environment. Moreover, risk causes a negative impact on inventory, lead-time,
flexibility, and responsiveness (Avelar-Sosa et al., 2014). Risks are also considered as a cause
of supply chain disruption .Therefore, sharing risk along a supply chain significantly

influences long-term commitment and supply chain partnership (Lambert and Cooper, 2000).

(k) Supply chain strategies

The strategy is a primary concept in an organization and SCM. The study of Lin et al. (2010)
defined supply chain strategy as market and resource orientations .Market orientation is
related to an organization’s culture, including coordination and information sharing,
systematic information collection among customers and competitors, and responsiveness to
market change and competitor action .Resource orientation strategy is mainly related to the
resources in supply chain systems including knowledge, organization, and physical resources.
Due to the changing business environment, the strategy needs to be developed and adjusted
regularly in order to maintain competitiveness and achieve a high level of customer

requirements (Awais et al., 2014). On the other hand, strategy plays an important role in a
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business management. Supply chain strategy is an important source of a successful alliance
(Awais et al., 2014). Strategy orientations and innovations influence the enhancement of SCP
(Yusoff et al., 2016). By this reason, companies should focus on the relationships among
members to create better processes, coordination systems, and strategic partners (Lin et al.,
2010). Hence, the collaboration, information sharing, and integration of strategies among the
members are key influences for establishing value in a supply chain partnership (Awais et al.,
2014).

(I Trust

Trust is an essential element to establish and support a partnership in SCM (Ryu et al., 2009).
It is defined as the confidence of other members for collaborating and achieving a specific
purpose .Trust plays an important role in collaboration, innovation capability, strategic
development among partners (Yeung et al., 2009, Fawcett et al., 2012), and sustainability and
innovation development (Rohrbeck et al., 2013). When trust is created among members,

firms are willing to exchange information and collaborate among themselves .

In order to create a high level of trust in an alliance, companies need to “do as they promise”
(Fawcett et al., 2012). In addition, collaboration and innovation generate a positive effect on
trust in a supply chain network, which results in performance improvement in a supply chain
(Panayides and Venus Lun, 2009). According to Panayides and Venus Lun (2009), trust
among organizations can be accomplished by the willingness to achieve the requirements of a
relationship to increase mutual benefits. Moreover, an improvement in responsiveness
critically affects the trust in an alliance (Handfield and Bechtel, 2002) and is considered as a

critical part of sustainability and collaborative partnership (Fawcett et al., 2012).

(m) Sustainable and environmental aspects

Since SCP require sustainable supply chain development (Uysal, 2012), sustainable and
environmental aspects are key factors in a supply chain. Sustainability is the degree of the
organization that concern on the impact of three main dimensions namely society, economy,
and natural environment (Kumar and Rahman, 2016, Formentini and Taticchi, 2016). The
study on Giannakis and Papadopoulos (2016) concludes that the sustainability in supply chain
leads to cost reduction and an increase of organization long-term profitability. However,

sustainable development generally creates a trade-off between costs and environmental
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degradation in short-run for supporting the sustainable development (Uygun and Dede,
2016). Since sustainable development is a result of environmental and social consideration in
supply chain operation, green supply chain is considered as a part of the development of
supply chain sustainability (Formentini and Taticchi, 2016). It motivates technological
innovation to improve the environmental impacts of products and operation processes
(Uygun and Dede, 2016).

Apart from the consideration of environmental impact, sustainability influences on many
parts of a supply chain including risks, products development, knowledge, and organizational
culture, materials, information, and capital (Grimm et al., 2014, Formentini and Taticchi,
2016). The communication and cooperation among supply chain members are important to
supply chain systems. Hence, strong buyer-supplier relationship significantly influences on
supply chain sustainability (Kumar and Rahman, 2016) with the key goal of improving the
competitiveness of the organization (Formentini and Taticchi, 2016). After the partnership is
created, the alliance got the benefits of flexibility, integration, and sustainability of the entire
system. Sustainability is the final result from flexibility and integration of a supply chain

system.

3.4 Foundation of TSC development in SCM aspect

Since TSC constructed from an effective supply chain that helping each other to achieve the
same goal, the strong development of supply chain system and partnership considered as a
primary function for establishing a TSC. This chapter describes the supply chain
terminologies for constructing a framework for developing supply chain network as three
critical phases before TSC development including pre-partnership (antecedent factors),
partnership, and post-partnership (descendent factors). We presented a systematic collection
of key influential factors based on the knowledge accumulated during 20 years on supply

chain management studies.
The result shows that a supply chain consists of many factors and interactions in both human-
to-human and human-to-nature (Shirahada and Fisk, 2014). Although the core function of

SCM is to response uncertain demand by managing and communicating among partnership
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(Mentzer et al., 2001, Awais et al., 2014, Gunasekaran et al., 2004b, Duclos et al., 2003,
Boon-itt and Paul, 2006, Huo et al., 2016, Lii and Kuo, 2016), a supply chain operates under
the ecosystem. Hence, any changes in a part of a supply chain change influence on supply

chain system.

Each development phase requires different focus to support a supply chain development.
Supporting factors act as an important function to support core function in SCM. Those
influential factors are considered as infrastructure in supply chain development. These
influential factors support the development of other factors in the critical phases as shown in
Figure 3.4. For example, technology strongly supports information sharing and
communication among members in the partnership phase. Moreover, technology also
supports knowledge sharing among partners (Marinagi et al., 2014, Karakudilar and Sezen,
2012). In order to construct an effective supply chain, supporting factors should be

considered as an important infrastructure besides the core function of SCM.
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Chapter 4
Concept of TSC

4.1 Overview of TSC

The development of a TSC requires aspects of both TSR and SCM. Supply chains with a
TRS concept consist of the relationships between partnerships, customers, society, and
environmental entities. The primary concepts of TSR, including value co-creation and
service-dominant logic (S-D logic), are reviewed and embedded into the TSC concept. The
implementation of S-D logic concept on SCM has created a different perspective of supply
chain management. In traditional perspective, supply chain management considers only on
the dyadic relationship between buyer and seller but supply ecosystem is considered on the
entire network with both direct and indirect relationship between actors. It explains the entire
system of the supply chain network and it covers the effects of any institutions that influence

the supply chain network.

A supply chain with a TSR concept should focus on well-being and sustainability rather than
profits, market shares, or individual consumer satisfaction (Anderson et al., 2013,
Rosenbaum, 2015). The interaction and resource integration among supply chains and other

entities are key contributors to the TSC concept. Therefore, The key considerations of TSC
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are individual, collective, and ecosystem well-being and sustainable development (Anderson

et al., 2013, Kuppelwieser and Finsterwalder, 2016).

The well-being of employees and customers along with the financial and environmental
sustainability are the main concerns of a TSC. In order to create well-being and sustainability
in an ecosystem, human-to-human and human-to-nature activities have to be integrated
(Shirahada and Fisk, 2014). Hence, a TSC is defined as a group of actors that focus on well-
being and the sustainable development of supply chain ecosystems through value co-creation
among suppliers, customers, society, and the environment. The S-D logic concept was

implemented as a baseline for TSC development.

TSC shifted the core concentrations from the traditional supply chain in many dimensions. In
order to shift to a TSC perspective, an organization needs to focus on the core consideration
of the S-D logic concept, as shown in Table 4.1. SSCM perspective focuses on tangible
products and operand resources to deliver value to customers. The members of the supply
chain act as a co-production (Vargo and Lusch, 2008b). From a TSC perspective, the value is
created from the interactions between service providers and beneficiaries and is determined
by the users (Maas et al., 2014). Value creation is often identified by the exchange value or
the prices of products or services that customers have a willingness to pay (Letaifa, 2014). It
can be argued that the development from SSCM to TSC has provided a new way of doing
business, and the main consideration moves from things (nouns) to actions and processes
(verbs) (Lusch, 2011).

The interaction among entities of a TSC is a concern as a value co-creation process with the
aim of ecosystem well-being rather than the profitability of the individuals. A TSC does not
rely on the supply chain aspect; the customers, society, and the environment are critical

resource integrators through an operant resource rather than a tangible operand resource.
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Table 4.1 Core concentrations of traditional and transformative supply chains

Dimensions Sustainable Supply Chain Transformative Supply Chain
Main goal Profit Well-being

Core focus Environment Knowledge

Core value Product Process

Core actors Manufacturer Environment

Core resource Operand Operant

Participants

Supply chain member

Resource integrator

Core output

Goods/tangible

Services/intangible

Benefit for

Individuals

Collective and ecosystem

Role of suppliers

Value-added

Value proposition

Role of customers

Value recipient

Value co-creator

Value perception Value in exchange Value-in-use
Supply chain activity Co-production Co-creation
Relationship Network Ecosystem

4.2 Entities of TSC

The first part is to review the supply chain and TSR concept to create a conceptual

framework for TSC development. Then the second part is a case analysis, this method is

employed to validate and explain the relationship of resource integrators in the real supply

chain ecosystem.

The framework of a TSC aims to explore the relationships of a supply chain, customers, and

environmental entities. The framework of a TSC provides descriptions and interactions of

supply chain entities, customer entities, social entities, and environmental entities based on

tripartite value co-creation (Shirahada and Fisk, 2014). According to Mariadoss et al. (2016),

suppliers, the environment, and social practices significantly influence the sustainability of a

supply chain. The conceptual framework is shown in Figure 4.1, in which three entities

interact and integrate with the service concept under the same ecosystem.
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In a conventional supply chain, environmental resources are consumed to create individual
benefits for a company and customers. In a TSC, environmental entities are concerned with
customers, society, and supply chain entities as a source of resource integration in terms of
knowledge, perception, and experience. The interactions and intersecting institutions are
ongoing influence value creation process value (Akaka and L. Vargo, 2015). Social entities
act as motivators of discourse about social value with the supply chain entities. In order to
create value among the entities, both providers and recipients should share mutual
understanding (Prasetyanti and Simatupang, 2015). When focused on well-being and
sustainability, the supplier understands how to embed environmental value for the customer
and the customer understands the value that the supply chain is trying to provide. At this
point, the transformative value is created among three entities. The transformative value is a
value that every entity in the ecosystem perceived. It occurs when every entity has a mutual
understanding to create sustainability and well-being in an ecosystem rather than the dyadic

relationship between suppliers and customers and individual profits.

The broadest level is the ecosystem; it consists of humans and nature that other entities may
positively or negatively affect. However, interactions between consumers and supply chain
entities have sometimes forced providers to focus on the well-being of one customer rather
than another (Letaifa, 2014). Thus, to contribute to well-being as a whole, the context of

nature becomes significant.

Supply chain ecosystem

Context of nature

Value integration
(knowledge, perception, experience)

v

Environmental
entities

Transformative value creation

. Context of recipients
Context of providers

Value perception
(understandings,
engagements)

Value proposition
(provides, delivers)

Supplier | Company | | Customer
entities - entities - entities
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©
<
=]
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Social entities

T

Context of humans

Value discourse
(institutions, rules, norms)

Figure 4.1 Theoretical model of a TSC
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4.2.1 Environmental entities

The core consideration of a TSC is the interaction between a supply chain, customers,
society, and the environment. The environment is a source of value integration among
ecosystems because humans’ well-being depends on the condition of the environment
(Markman and Krause, 2016). Hence, the relationship between the economy and the
environment is a key contribution to sustainability and well-being in an ecosystem (Shirahada
and Fisk, 2014). In the study of Anderson et al. (2013), the environment was mentioned as a
part of the ecosystem that is a system of humans and nature. Therefore, human activities are
impossible to achieve without the influence of the earth’s ecosphere resources (Anderson et
al., 2013).

Environmental entities are an important actor in value integration in terms of operant
resources (knowledge, perception, and experience). However, the environment is a passive
entity; it requires attention and awareness from the supply chain, customers, and society to

interact and co-create well-being in the ecosystem.

4.2.2 Supply chain entities

The supply chain is a set of collaborative actors with a relationship that links all the members
together for creating and providing value to the customer (Lusch, 2011, Schaltegger and
Burritt, 2014). It is defined as a complex system with dynamic environments (Defee et al.,
2010). In the past, the supply chain mostly focused on profit rather than well-being.
Environmental preservation strategies were implemented due to government and competitive
pressures (Saini, 2013, Zhu and Sarkis, 2016). Therefore, supply chain entities are
increasingly concerned about having green supply chains or sustainable supply chains (Zhu et
al., 2016, Uygun and Dede, 2016).

In a TSC, well-being and sustainability with respect to environmental preservation are the
main focuses of supply chain development. According to Anderson et al. (2013 p.1205),
“service entities are aspects of services that consumer entities interact with that positively or
negatively affect their well-being.” Supply chain entities in this framework are service
providers that include manufacturers, organizations, and any business entities that interact
with a customer to create well-being for an ecosystem. The role of the supply chain is value

proposition (Kowalkowski, 2010). “Value propositions draw upon operand (e.g., physical)
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and operant (e.g., knowledge) resources that are mobilized through organizational capabilities

and reflect the value that providers intend to offer” (Blocker and Barrios, 2015 p.267).

4.2.2.1 Supplier entities

Supplier entities are a part of supply chain entities and mainly act as providers who provide
value propositions to company entities and an ecosystem (Lusch, 2011). In a TSC, suppliers
have integrated resources with the environment and society for delivering value to the
downstream suppliers. Therefore, the suppliers are supposed to care about the environmental
and social entities. For example, in agricultural products, environmental entities such as
water, soil, and air quality directly affect their quality and quantity. Social entities such as

social trends, laws, and regulations shape the ways of farming.

Since suppliers provide input to a company, suppliers act as resource integrators for the
company. Suppliers directly influence cost reduction and delivery, which create customer
value (Tokman and Beitelspacher, 2011, Randall et al., 2014). Thus, suppliers are important

for value creation and resource integration of the supply chain.

4.2.2.2 Company entities

Organizations within supply chains are the actors that manage the flow of materials and
information from suppliers to customers to generate revenue. Therefore, all the actors in a
supply chain integrate resources in terms of the operand and operant resources (Maas et al.,
2014). The company entities are the center of value co-creation in the ecosystem. The
company entities interact with the environment with respect to the motivation of social
entities to translate into value creation beyond what an organization offers (Blocker and

Barrios, 2015) through green and sustainable concepts.

The firms have to integrate environmental preservation into the supply chain process since it
produces raw material until the products decompose. In this instance, organizations with
environmental concerns provide an environmentally friendly product that is produced with
minimal waste and energy consumption in every process along the supply chain. Besides,
suppliers to the organizations, supporting technology, and other elements utilize

environmental preservation strategies in the supply chain to provide value constellation, and
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customer entities are recipients of resource integration. If the customer cannot perceive any

value from the products, the transformative processes might not be achieved.

4.2.2.3 Customer entities

Since the reputation of service-centric paradigm, Supply chain research adopt a service
concept as a new concept to promote and gain more customer value (Lusch, 2011). Then a
customer is considered as a co-creator of a supply chain (Grace and Lo lacono, 2015). A high
level of customer participation is essential in a transformative service (Mende and Doorn,
2014) because customers always measure value as value-in-use through direct interaction
with a supplier or indirect interaction with a product or service (Kowalkowski, 2010). Value-
in-use is a priceless experience for customers (Lusch et al., 2006). Thus, the products become
embedded with services for delivery to the customer (Bjurklo et al., 2009). S-D logic argues
that value-in-use is a key consideration of products and services rather than value-in-
exchange or the price (Lusch et al., 2006). According to Prasetyanti and Simatupang (2015),

it is possible for things to have value-in-use but not value-in-exchange.

In the value co-creation process, a mutual understanding between providers and recipients is
important. For example, the provider should understand the core values of the product or
service that customers want in order to offer the right value to the right customer. On the
other hand, the customer also needs to understand the value the provider wants to offer.
However, there should be a mutual understanding simply because customers do not even
know exactly what they want (Prasetyanti and Simatupang, 2015). Moreover, the customers
evaluate and perceive value from supplier or product based on individual perceptions
(knowledge and background) and social aspects (Hyman and Shingler, 1999, Mohr et al.,
2001). The study of Letaifa (2014) mentioned that the profitability of a business is the result
of the company’s value creation and the value perceived by customers in terms of price.

4.2.3 Social entities

Due to the evolution of S-D logic, institutions are one of the most important entities in the
eleven foundational premises of S-D logic defined by (Vargo and Lusch, 2015). Institutions
play a central role in value co-creation and service exchanges that refer to the human-devised
rules, norms, and meanings that enable and constrain action and make society predictable and

meaningful (Maas et al., 2014, Vargo and Lusch, 2015). It leads to the consideration of
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instruments and institutions as an important part of the mechanism of the free market
(Bailesteanua and Laura Lungu, 2014). Non-profit organizations (NPO), non-governmental
organizations (NGO), and the sections of the government that conduct laws and regulations to

preserve the environment are included in social entities.

In the economic and business fields, the term “invisible hand” is used to explain the market
situation of a rational agent and their drive to associated equilibrium states (Galam, 2016).
According to Lusch et al. (2016), the invisible hand explains emerging institutions and
institutional arrangements in the context of economics, organization science, sociology, and
political science. It leads to the consideration of instruments and institutions as an important
part of the mechanism of the free market (Biilesteanua and Laura Lungu, 2014). The
maintenance and change of institutions are considered driving forces for value co-creation,

innovation, and market formation (Akaka and L. Vargo, 2015).

In this framework, society is a value co-creator with different actors in the ecosystem (Letaifa
et al., 2016). Social entities refer to the context in which humans contribute to the ecosystem
as social values. Social value is the values that the majority of people in a society accept (Yoo
et al., 2014, Turkkahramana, 2014), including community values, shared values, and social
decisions that closely relate to environmental resource issues (Hansjurgens et al., 2017).
Social values clearly influence customer behavior (Hyman and Shingler, 1999) and the
economy (Kim and Lee, 2015). This research considers social values to be a shared value of
the community. The study of Anderson et al. (2013) presented the collective as families,
communities, and other groups that related to and influenced customers. Hence, social
entities play an important role in motivating both customers and producers. Social value is a

key to transforming social entrepreneur activities (Velvin et al., 2016)

4.3 Process of a TSC

In SCM, value creation occurs along supply chain processes. However, most value creation is
not transformative value (Blocker and Barrios, 2015). The concept of transformative value
was defined by Blocker and Barrios (2015) as a social dimension of value creation that

generates greater individual and collective well-being. The well-being of all entities in an
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ecosystem is a key result of interactions between a supply chain and customers. The
transformative value in SCM is an environmental consideration of both the supply chain and
customers with the aim to create well-being within an ecosystem. This is a joint value co-
created by supply chain, customer, society, and environmental entities based on the same
social structure to create well-being among individuals, the collective, and an ecosystem. The
environment is social dimensions in which supply chains and customer entities are integral to

achieving well-being.

When both supply chain and customer entities share common knowledge to preserve the
environment, value co-creation occurs through interactions related to buying and selling
goods and services with the purpose of preserving the environment. For example, if a supply
chain is strongly concerned with the environment and produces a premium product in a green
manner, customers with environmental knowledge and awareness are more willing to pay
extra for the efforts towards environmental preservation. In such a case, transformative value

occurs when the supply chain and the customers can perceive the environmental value.

As the framework illustrates, a TSC consists of three main entities operating and interacting
with the same ecosystem shown in Figure 4.2. In a traditional supply chain stage, it performs
as a loop start with natural resources consumed by the company to provide a product to the
customer. The social dimension influences the customer in their decision to buy (Hyman and
Shingler, 1999), then the customer gains value from products and the company gains benefits.

However, this network leads to natural destruction.

In order to shift into the initial stage of a TSC, environmental concerns and social awareness
are key resource integration among every entity in the ecosystem. The initial stage of a TSC
is driven by any entity—the customers who are concerned with the environment, the supply
chain that integrates the environmental aspect throughout the process, or the social entities
such as NPOs, NGOs, and sections of the government that promote the benefits of
environmental preservation and sustainability for society and an ecosystem. In this case, the
company is a key actor for creating a change in the system. In order to create sustainable
development and well-being, supply chain and customer entities are important for developing
a TSC. When both supply chain and customer entities share common knowledge to preserve
the environment, value co-creation occurs through interactions related to buying and selling

goods and services with the purpose of preserving the environment. Both supply chain and
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customer entities are concerned with creating sustainability and well-being, the supply chain
will employ green strategies in response to customer demand. The customers know how to
preserve the environment and clearly perceive value from the environment. The operant
resources of supply chains and customers are integrated with an environmental and social
aspect. For example, if a supply chain is strongly concerned with the environment and
produces a premium product in a green manner, customers with environmental knowledge
and awareness are more willing to pay extra for the efforts towards environmental
preservation. In such a case, transformative value occurs when the supply chain and the
customers can perceive the environmental value which leads to the beginning of the

transformative stage.

In the transformative stage, when the social value is changed to ecosystem well-being, it is an
influence on the perception of supply chains and customers. Consequently, a supply chain
starts to provide environmentally friendly products to customers. The customers are willing
to pay for environmental preservation product/service due to social motivations and
environmental awareness. When supply chains respond to social change, customers will
assign a higher value to a product because the social value is embedded in the product or
service. When this happens, providers and recipients start to change the perceived value from
individual benefits to the well-being of an ecosystem, and then it creates a better environment
considered a preserved environment, which contribute to supply chain customers serving as
resource integrators. The transformative supply chain will gain benefits in terms of
environmental resources as resources for producing products and value from society (e.g.

brand value) which lead to a value constellation for recipients.

The final stage is a perpetual stage. In this stage, the actors in an ecosystem permanently
change their behavior in response to the transformative value. A supply chain is strongly
focused on environmental preservation and the profits from supply chain operations are
invested for the future sustainability of society and the environment. The customers become
part of sustainable development and well-being. Due to the customers’ concerns about the
environment and society, they are willing to pay for environmentally friendly products and
services. If the supply chain and the customers shifted their focus from individual profit to
well-being, this could lead to habitual value creation. “Habitual value reflects the everyday

value that organizations offer to satisfy situational and domain-specific needs in a market
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space” (Blocker and Barrios, 2015 p.268). Habitual value occurs when the perceived value
has permanently shifted from the individual aspect to the ecosystem aspect of achieving
sustainable development and well-being. In a TSC, the habitual value occurs when supply
chains and customers change their behavior to achieve sustainability and individual,
collective, and ecosystem well-being. Therefore, sustainability and well-being of an
ecosystem can be achieved due to the interactions and preservation efforts of supply chains,

customers, and society.
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Chapter 5
Validation of TSC

In order to validate the new concept of TSC, we employ three studies in different industry,
and methodology as shown in Table 5.1. The objective of three sub-studies is to validate the
concept of TSC based on the different aspect of three entities. Sub-study 1 focuses on the
provider aspect, the case analysis of the Doi Tung project is employed to identify the
approach to introduce TSC concept in the real world situation. The sub-study 2 focuses on the
recipient aspect with the purpose to explore the perceived value of the customer. The
empirical study of 618 Japanese people is conducted to explore the effect of knowledge,
information, and characteristics of the customer on the social and provide value through the
environmentally friendly product. Then in the sub-study 3, TSC concept is validated by the
institutional aspect. The AEC2015 is mentioned as an institution that influences the
development of business and industry in ASEAN region. Therefore, in-depth interview with
the experts in AEC development in Thailand is conducted to explore the impact of the change
in an institution on the strong existing supply chain network of the industry in Thailand.
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Table 5.1 Validation methods

Validation | Industry Area Aspect Methodology
part
Sub-study 1 | Product/service Thailand Provider Case analysis and In-
industry depth interview
Sub-study 2 | Food industry Japan Recipient Empirical study
Sub-study 3 | Manufacturer industry | ASEAN Institution In-depth interview
regional

5.1 Sub-study 1: Provider aspect

5.1.1 Introduction

In order to measure the relationship among entities of TSC, the case analysis is a good
method to explore and validate the TSC concept based on the real business situation. The
criteria for selecting the case analysis are (1) based on the real business situation (2) aim at
sustainable and well-being development (3) contribute in both human and nature aspects (4)
influence the whole supply chain (5) self-sustainable. According to these criteria, the Doi
Tung Development Project was employed as a case analysis to explore TSC in provider
aspect.

Since the purpose of TSR is to solve real problems (Rosenbaum et al., 2011), we analyzed a
real royal project developing in Thailand. In the 1980s, the hill-tribe villages in Thailand
were living in poverty due to slash-and-burn farming to produce opium poppies, which are a
source of heroin. This farming caused natural destruction and affected social well-being
because the villages were addicted to the opium. The poverty forced villagers to disturb the

environment and perform illegal activities to survive.

The Doi Tung Development Project was established with the objective of creating well-being
in hill-tribe villagers and creating a sustainable environment. The company is a part of the
Mae Fah Luang Foundation, created under the patronage of the late princess mother, Princess
Srinagarindra, and it covers food, horticulture, tourism, and handicrafts. A supply chain of the

Doi Tung Company was established for supporting the project’s objectives. Similar to any
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business and supply chain development, the Doi Tung project also requires an initial
investment. However, this project is now self-sustainable in term of both financial and
environmental. The projects transform unsustainable supply chains that create losses of
environmental, economic, and social well-being into transformative supply chains with a

strong focus on the well-being of an ecosystem.

5.1.2 Methodology

In order to validate and explain the framework of TSC, the case analysis is employed as a
measurement tool in research methodology. The case of a supply chain with a purpose to
create well-being by transformed the supply chain ecosystem is employed to validate the TSC
concept. The case should be able to expend all the activity and relationship of each entity in a

supply chain based on the service concepts.

The case of Doi Tung Development Project under the Mae Fah Luang Foundation is selected
to explore the TSC concept since the company constructs a supply chain to solve the
problems. This project began in the 1980s; the hill-tribe villages in Thailand were living in
poverty due to slash-and-burn farming to produce opium poppies, which are a source of
heroin. This problem creates a vicious circle that effect to environment, social, and
institution. This farming caused natural destruction and affected social well-being because the
villages were addicted to the opium. Then, it causes a poverty problem so the villagers have
to encroach the forest area to slash-and-burn farming to produce opium poppies and gain
some money for surviving. Therefore, the Doi Tung Development Project is developed to

solve the real problem which is considered as the purpose of TSR (Rosenbaum et al., 2011).

In order to extract the TSC concept from the case analysis, the in-depth interview with a top
manager in Mae Fah Luang Foundation is the appropriate technique for gathering detail
information and tacit knowledge (Boyce and Associate, 2006). The interview of a key
manager in the Mae Fah Luang Foundation can explore the reason behind the development of
the Doi Tung Development Project. The purpose of this interview is to understand the real
situation, relationship, and approach to transform unsustainable supply chain into a TSC. The
company activities, strategies, and mindset are considered as interview topics. This interview

is conducted via an online communication channel and the duration of the interview is one
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hour. The interview guideline topic and purpose of discussion are set up to navigate the

interview process.

Table 5.2 Interview topics and purposes of discussion

Interview topic

Purpose

1. The important components of the company to
operate a supply chain with main concern for the
well-being and sustainability of the environment
rather than profit.

To gather the idea and confirm the
statement that “the company operates
a supply chain with main concern for
the well-being and sustainability of

the environment rather than profit”

2. The critical success factors for developing a
supply chain with a focus on well-being (Social
collaboration, customer collaboration,

knowledge, etc.).

To identify the company mindset and
critical success factors for developing
a supply chain with a focus on well-
being

3. The consideration of sustainable and well-being

of the environment and society.

To identify the supply chain activities
that concern on well-being (company
activities)

4. Effect of sustainable environment on supply

chain process, products, and customer.

To identify the effect of a sustainable
environment to supply chain and

customer

5. Effect of social well-being on supply chain

process, products, and customer.

To identify the effect of social well-

being to supply chain and customer

6. The transformative value of the Doi Tung

Development.

To explore the transformative value

in the supply chain
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5.1.3 Results

5.1.3.1 Supply chain of Thai Royal Project

The framework of the supply chain ecosystem of the Doi Tung Development Project is

shown in Figure 5.1. Supply chain entities are a supply chain of the company. Suppliers are

farmer and local people who provide raw material to the company. Social entities are people

in the society; in this case, social entities cover social awareness, local people, and

communities. Environmental entities cover all natural resource.

¢ In the upstream of the supply chain, the economic crops were promoted to replace opium
and poppy cultivation. With farming knowledge, slash-and-burn farming was completely
replaced by a new farming method that creates higher profit with no pollution. The self-
reliance and self-support of the villagers led to the better development in the
environmental and economic ecosystem. This project also contributed new knowledge for
the farmers in hill-tribe villages to increase productivity and improve their well-being. A
better environment leads to higher quality and quantity of raw materials for producing

products.

e Midstream, the agriculture products were transformed to create more value. The Doi
Kham Company acts as resource integrator of the farmers. The agriculture products are
transformed with the knowledge and technology of the company to deliver value to the
customers. The company is a knowledge contributor to the upstream and society to create

environmental concern and well-being within the ecosystem.

e Downstream, the products were sold directly to customers without price inflation by a
middleman. Therefore, the products could be sold at a reasonable price. Then, the hill-tribe
villages got an appropriate profit for sustainable living; the customer got a high-quality,
reasonably priced product good for their health. Customer entities are influenced by
environmental situations and social values. Customer awareness is influenced by global
trends (social value) and the destruction of the environment. The awareness and
knowledge from customers lead to societal and environmental well-being. In customer

aspect, this project has been well-known for the famous royal project that can create

66



sustainable and well-being in the northern part of Thailand. Moreover, the products of the

company also known as a high quality and authentic products.
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Figure 5.1 Supply chain ecosystem of Doi Tung Development Project

According to case studies, the company did not focus on profitability but human and
environmental development. The TSR concept was implemented in every process of supply
chain development in this case as shown in Figure 5.1. The mindset of societal and
environmental well-being was set in the initial phase of the project. Consequently, the
environment and society are sustainable due to the elimination of slash-and-burn farming (to
grow opium poppies) by the development of supply chain processes for the economic forest.
The new knowledge for agricultural and stewardship of the forests was a sustainable
contribution to the villagers for well-being and sustainable development in terms of
humanity, the economy, and nature. Since knowledge is a key resource of co-creation.
Knowledge creation and contribution are resulting in the higher level of understanding for
creating transformative value among people. In order to validate the result of knowledge

contribution, the company trains the villagers to teach other people and achieve the same
level of understand.

In summary, knowledge is a key contributor in a TSC. However, a lack of interaction with

any entities in a TSC leads to the destruction of a system. For instance, the royal project

contributes knowledge to the farmers but if there is a lack of a midstream for transforming
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agriculture products and delivering them to the market, the farmers themselves might unable
to sell the products and end up going back to opium poppy farming. Therefore, a TSC

requires interaction and resource integration from every entity.

5.1.3.2 Transformative value in the royal project

The transformative value of this project is a social norm about the environmental preservation
in supply chain and customer entities. This project transformed people’s lives from
consuming natural resources for survival to a fully economical and sustainable environment.
The main idea is to understand the root of the problems. In this case, the villagers consumed
the environment simply for survival. Therefore, the company provided a new method for
surviving without environmental destruction. In the initial phase, the company paid villagers
to change their behavior and sustain resources by contributing knowledge. Then, the social
values changed to new equilibrium points that create well-being within a supply chain
ecosystem. Hence, knowledge and understanding in each entity is the essence of creating

transformative value.

Farming knowledge is important for suppliers to produce raw materials while preserving the
environment. Social entities with awareness about global issues (e.g., global warming,
greenhouse gases, and CO, emissions) motivate and contribute to customer decision making
and supply chain activities. In the supply chain aspect, supply chains employ environmental
awareness in every process of SCM from product development to decomposition. The
customers who are concerned about the environment and understand the value of the supply
chain are willing to support a company that shows environmental awareness. All resources

are integrated among the actors of an ecosystem to create transformative value.

5.1.4 Summary
The purpose of this study is to validate the TSC model by adopting the existed supply chain

network of Doi Tung Development Project in Thailand. This case represents the TSC concept
in provider aspect of TSC development. In the context of providers, the company is
considered as a key resource integrator. They integrate many aspects of knowledge including
farming, agriculture, climate, production, manufacturing, and marketing within this created
supply chain. Therefore, it can be concluded that knowledge creation, integration, and

contribution are one of a key consideration of TSC development.
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This case also highlights the initial process stage of TSC. To transform the supply chain
system, the beginning with the smallest but most important part of the supply chain system
which is human. To change the farmer behavior, the company offers the same among of
value to the farmers to change the original method for living to a new approach that creates
well-being. Therefore, the basic concept of value offering and human behavior could be

adopted as primary factors for creating TSC.

Knowledge and human behavior are critical factors in transformative and habitual value. The
change of the supply chain system strongly required a change the individual level. Moreover,
TSC requires the strong collaboration and understanding among provider, recipient, and

institution.

5.2 Sub-study 2: Recipients aspect

5.2.1 Introduction

The customer is an important part of a supply chain to create a value. Therefore the
understanding the customer perception is an essence of developing a TSC. This sub-study
aims to validate the interactions and relationships of resource integration among environment,
society, company, and customer based on the customer perception. The scenario analysis of
customer buying decision of a product from green supply chain is employed to identify the
effect of environmental information and knowledge flows among company, society, and
customer. The research question is “Do environmental and social value influence customer

perception on the products?”’

In order to identify the customer perception, a “milk product” was chosen to represent the
sort of products that consumers would consume in daily life. The decision making for buying
a carton of milk is much easier when comparing with automobile, furniture, electronic
products. Therefore, it is easier to capture the influence of environmental and product
knowledge that on buying decision. Moreover, the production of food products to serve
customers concerns a major source of greenhouse gas emissions, which harm the
environment (Alfredsson, 2004, R66s and Tjarnemo, 2011, Gerosa and Skoet, 2013). It has
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attained the popularity of purchasing for consumption by common consumers. According to
those reasons, this study employed milk as a representative of daily products to measure the
influence of customer knowledge and preference on customer perception. Hence, milk can be
change to any daily products with low price sensitive and easy to substitute for example rice,

drinking water, agriculture products, and fresh food.

Since value co-creation process requires an information flow to customers for increasing
knowledge and awareness (Demagistris et al., 2015), the impact of the customer perception of
product value needs to be explored for co-creating value between companies and customers.
The objective of this study was to explore the different environmental labels on customer
perception of product value. The method for delivering environmental information on the
products to customers usually generates extra production cost. Environmental information on
the products must be accessible, understandable, and perceivable at the point of purchase
(Borin et al., 2011). Hence, product labeling has become an effective marketing channel to
deliver a message to the consumers (Borin et al., 2011, B. Thorelli, 1970, R66s and
Tjarnemo, 2011, Kumar and Kapoor, 2017). The product becomes the center of resource
integration among company, customer, social and environment through the information that
embedded on the label (Figure 5.2).

A\ 4
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> Social <

Figure 5.2 Resource integrator though product label
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Our empirical study targeted the consumers who frequently purchase dairy products for
household consumption in Japan. Three different types of green concept were printed on the
milk carton, including green products, green processes, and our CSR policy. Then,
multinomial logistics regression was utilized to measure the customer perception of
information from three different products with respect to demographic data and
environmental knowledge. This study used milk products as a case study because milk is
consumed by the majority of people due to it containing dietary energy, protein, and fat that
are important for the human diet (Wijesinha-Bettoni and Burlingame, 2013, Lu Hsu and Lin,
2006, Pereira, 2014). However, the production of milk products is considered as a source of
GHG emissions, notably of methane (CHj,), nitrous oxide (N,O), and carbon dioxide (CO,)
(Gerosa and Skoet, 2013). Hence, the packaging of milk is an important factor that influences
consumers’ perception of the products (Lu Hsu and Lin, 2006, Valajoozi and Zangi, 2016).

5.2.2 Methodology

5.2.2.1 Method of Approach

Two research methods are employed in this research. (1) The literature surveys of journals,
articles, previous research works, case-studies related to customer perception, product
labelling, and environmental knowledge are employed as documentary research. These data
are collected from published data by the credible resource, for instance, data from Food and
Agriculture Organization of The United Nations. In addition, journal databases such as
ScienceDirect, Emerald, and SCOPUS are utilized to fulfill the research methodology. (2)
Surveys are done by means of a questionnaire survey to consumers in Japan, who regularly
purchase milk. Topics addressed in a set of the questionnaire are their environmental
awareness and knowledge. Difference types of milk label are presented for a respondent to
choose of which is suitable for an environmentally friendly product based on different

scenarios. Surveys are then distributed to consumers nationwide.

The social value and product quality are two aspects that customer can perceive with respect
from the labels. Product quality perception represents the customer perceived value in term of
product quality. Since quality is a direct influence on customer perception, the term quality is
a representative of customer perception in the individual level. Social value aspect represents

the social influence on the customer perception. It represents the influence on collective and
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society on the customer perception. Bearing this information in mind, the following

hypotheses were created.

H3bi

H3c

H4a:

H4b:

H4c:

Knowledge influences customer perception

Product information influences customer perception

Information on green products influences customer perception

Information on green processes influences customer perception

Information on CSR influences customer perception

Information on green products positively influences perceived value in terms of
product quality

Information on green processes of the products positively influences perceived value
in terms of product quality

Information on CSR of the products positively influences perceived value in terms
of product quality

Information on green products positively influences perceived value in term of
social value

Information on the green processes of the products positively influences perceived
value in terms of social value

Information on CSR positively affects the product influence on perceived value in

terms of social value
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Figure 5.3 Proposed theoretical framework

5.2.2.2 Questionnaire development and data collection

The instrument used in this study is a self-administered questionnaire. The developed
questionnaire is divided into three parts. The first part contains demographic questions,
including age, gender, marital status, number of children, and household income. These five
topics of demographic information are accounted for independent variables that influence
customers’ perception. Furthermore, the second part of the questionnaire seeks answers about
a respondent’s environmental awareness and knowledge, including questions on global
warming, CO2 emissions, and environmental products. Five scenarios are presented in each
environmental question, and a respondent chooses one scenario that best fit his or her
perception toward the environment. Summary of indicated questions is shown in table 5.3.

The last part of a questionnaire is based on the hypothetical situation. In order to highlight the
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different effect of environmental information that influence on customer perception and
imitate the buying decision, the consumers are asked to select one out of three provided
labels. The three such labels are a label for green products, green processes, and CSR,
respectively. The development of contents of the label in this study is created by multiple
sources with respect to the definition of those three practices and the strategies and policies of
the real business situation. Each respondent selects one of there in regards to his and her
green preferences in product quality and social value. Figure 5.4 shows the information on
green processes (left), green products (middle), and CSR (right) on a carton of milk,

including a detail explanation of each label.

The population is referred to Japanese consumers, who earn their income and is capable of
making a buying decision. They are consumers who regularly purchase their grocery, in
particular, milk, at a convenience store or a supermarket. Their ages range from 18 years-old
to 59 year-olds. The sampling technique used is simple random sampling. Only those who
have directly involved in purchasing milk for their households are targeted. The
questionnaires were randomly distributed to 618 respondents in Japan by an online survey
method
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Table 5.3 Environmental questions and answers

) Choices
No. Questions
A B C D E
What are the main Carbon
Polar sea ) o All of the None of
1 causes of global ) Climate change | dioxide
) ice melts above the above
warming? (COy*
Which of the
following countries is ) ] ] ]
2 ) India China Russia USA* Mexico
currently consuming
the most energy?
use of
. N Purchase products Use of
What is the definition | Purchase product with | with lower easily All of the
3 of green recyclable . %
. lower energy | environme | decompose above
consumption? products .
consumption ntal product
impacts
What is the definition )
) Cost Environmental . All of the
4 of environmentally ] ] Quality Recyclable
) reduction | conservation* above
friendly products?

*Correct answer

In order to confirm the consistency of questionnaire, confirmatory factor analysis (CFA) is

applied to confirm items in each part of the questionnaire. The CFA was analyzed by SPSS

program version 17. The items with factor loading less than 0.40 are eliminated (Velicer and

Fava, 1998). Therefore, questions number three was eliminated due to the missing data from

the respondent that lead to low factor loading. Table 5.4 shows the reliable of three questions
with Cronbach's a of more than 0.60 (Gusmerotti et al., 2016).

Table 5.4 Questionnaire items for data analysis

) Factor
Questions )
loading
What are the main causes of global warming? 0.892
Which of the following countries is currently consuming the most energy? 0.462
What is the definition of environmentally friendly products? 0.892
Cronbach’s alpha 0.780
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5.2.2.3 Data analysis

The multinomial logistic regression (MLR) is employed to demonstrate the relationship and
probability of three alternative choices with the independent outcome (Marc and Barbara,
2013). The primary concept of MLR is to measure the probability of the event (dependent
variable) occurs by fitting data to a logistic curve (Decker and Menrad, 2015). This technique
is considered as an extension of binomial logistic regression, in which a dependent variable
can have only two possible categories (Bayaga, 2010). MLR also appropriate for dealing with
dependent nominal-scaled variables and for identifying the most important influencing
variables (Decker and Menrad, 2015). Therefore, MLR is mostly utilized for exploring the
influence factors on the individual choices of products, for example, car purchasing decisions
(Marc and Barbara, 2013), green energy (A. Hast et al., 2015), customer satisfaction (Depaire
et al., 2012), and local food programs (Knight, 2013).

This research studies the influences of characteristics and environmental knowledge on
customer perception through the three different choices of the product label. The
questionnaire provides three individual choices of milk label for measuring the green
preferences in term of product quality and social value. Therefore, MLR technique is
employed to analyze and identify the differences among categorical variables for both
dependent and independent variables (Marc and Barbara, 2013, Knight, 2013, Decker and
Menrad, 2015).

To measure the relationship and influential level on the customer perception, the computer
software STATA version 11 was used for the statistical analysis. The conceptual model is
developed based on the literature reviews as shown in Figure 5.3. The independent variables
are cover demographic information and customer knowledge. Demographic information is
gender, age, marital status, number of children, and household income [GENDER, AGE,
MARRIED, CHILD, and HINCOME]. The customer knowledge can be divided into
environmental and product knowledge [ENVKNLG and PRDKNLG]. In this part, the
respondents are asked to select the most appropriate answer from five choices. The correct
and wrong answers in the knowledge categories are transformed into binary form (1 for
correct and O for wrong answers). Then in the last part, four alternative choices of product

label [green products, green processes, CSR, and impossible to choose] are available for the
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respondents to select with respect to product quality and social value. These four intervals

represent the dependent variables from data collection and data analysis.

To analyze the data with respect to two aspects, STATA program was run twice; one for
product quality aspect, another one for social value aspect shown in table 5.6 as volume
“Quality” and “Social value”. Since MLR requires one alternative as a reference category for
comparing with other categories, the last alternative (impossible to choose) is set as a
reference category. The key indicators to determine the level of possibility and relationship of

independents variable with dependent variable are p-value and coefficient value.

5.2.3 Results of customer perception

The main objective of this research was to explore the influence of knowledge on the
perception of consumers. The results show that knowledge is an important factor that
influences customer perception and co-creates value. Because knowledge is a primary factor
that influences human behavior, higher environmental knowledge leads to a better
understanding of the environmental situation and environmental conservation (Frick et al.,
2004). Thus, knowledge influences the mindset of humans in many aspects, including
behavior and buying decisions (Duerden and Witt, 2010, Suki, 2013). These findings are
consistent with relevant studies of environmental knowledge (Martinez-Martinez et al., 2015,
Lu et al., 2015, Suki, 2016, Pothitou et al., 2016). However, the results also show that product

labels influence customer perceived value.

The statistical results showed a significant positive relationship at the 5% confidence level
between environmental knowledge and preferences for green products in customer perception
in terms of quality. In practice, the respondents tended to focus more on the green products
rather than on the green processes and CSR information on a product label. A significant
positive relationship at the 5% confidence level was found between product knowledge and
preferences for green processes and products in customer perception in terms of quality and
social value. Moreover, respondents showed a positive attitude towards environmental

knowledge and product knowledge.

The most significant factor that influences customer perception towards green products is

environmental product knowledge. Greater knowledge of environmental products leads to an
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increased perception of the benefits of green products in terms of product quality, and it
contributes to social value, while green processes benefit the two aspects discussed. The
results show that people with environmental knowledge clearly perceive the value of products
from the product label. In cases of consumers with less environmental knowledge, the
product information provided plays an important role in promoting the product value
perception. Therefore, companies should be concerned about the information that is presented

on the product to maximize the perceived value from consumers.

5.2.3.1 Demographic Data

Descriptive analysis was conducted to summarize the demographic data of the respondents.
Table 5.5 shows the demographic data from 618 respondents in Japan who frequently
purchase groceries for household consumption, divided equally (50 percent) between males
and females. The ages of the respondents varied from 20 to 59 years old. The majority of
respondents were between 40 to 49 years old (30.4 percent). Nearly two-thirds of the
respondents were married, and more than half had at least one child. The majority of
household incomes ranged from 2 to 8 million yen per year. According to the demographic
data collected, the majority of the respondents were able to make their own decisions without
parental interference. Thus, these respondents conformed to this study concept due to their

being involved with making the buying decision.

Table 5.5 Demographic categories of respondents

Topic Description Frequency Percentage
Gender (GENDER) Male 309 50
Female 309 50
Age (AGE) 20-29 96 155
30-39 171 27.7
40-49 188 30.4
50-59 163 26.4
Marital status Single 233 37.7
(STATUS) Married 385 62.3
Children (CHILD) Yes 348 56.3
No 270 43.7

79



Topic Description Frequency Percentage

Household income
Below 2,000,000 43 7.0

per year

(HINCOME) 2,000,000 to 4,000,000 96 15.5

(Japanese Yen) 4,000,000 to 6,000,000 120 19.4
6,000,000 to 8,000,000 95 15.4
8,000,000 to 10,000,000 65 10.5
10,000,000 to 12,000,000 26 4.2
12,000,000 to 15,000,000 12 1.9
15,000,000 to 20,000,000 6 1.0
More than 20,000,000 5 0.8
Unknown 54 8.7

According to the demographic results, age is a factor that influences green preference through
green product and CSR labels. The coefficients of age are negative; it means that younger
people consider the benefits of green processes, green products, and CSR activities more than
older people. A majority of the young customers can perceive the high product quality
through green product label. In the CSR label, young customers can perceive very strong
social value and also high in product quality. Based on the results, the product label is better

at providing a value co-creation with the new generation.

5.2.3.2 Environmental Knowledge

Factor analysis was used to categorize environmental knowledge. It helped prevent
multicollinearity problems. The environmental knowledge questions were divided into two
main categories: environmental knowledge [ENVKNLG] and product knowledge
[PRDKNLG]. Table 5.6 summarizes the customer knowledge of the respondents. The
respondents were asked to select the most appropriate answer among the three statements.
The first question was related to global warming. The question asked “What are the main
causes of global warming?” the correct answer is carbon dioxide (CO2). More than a half of
the respondents answered correctly (59.7 percent). However, less than 25% knew that the
USA currently consumes the most energy in the world. The last question was related to

environmentally friendly products, with the results showing that nearly a third clearly
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understand the definition of environmentally friendly products. These sample questions are
employed as an independent variable for measuring the probability of the customers

perceives a product value through three types of green label.

On the basis of the results, green product information leads to the highest perception in terms
of product quality and social value for the customer. Green process information also creates a
higher perception in all aspects. Therefore, the hypothesis 1 and 2 are supported. The result
cannot support the hypothesis 2c that represent the relationship between customer knowledge
and CSR label. CSR program leads to a higher brand image and supports the marketing
(Minton and Cornwell, 2016) but it fails to create a higher perception of product quality and
social value in this experiment. The customer with knowledge tends to perceive a value in

term of quality and social more than the customer with less knowledge.

Table 5.6 Environmental related questions

Items Questions Correct Percentage
answer
What are the main causes of global warming? 369 59.7
ENVKNLG | Which of the following countries is currently
_ 137 22.2
consuming the most energy?
PRDKNLG | What is the definition of environmentally
200 324

friendly products?

5.2.3.3 Customer Perception on Product Labels

The MLR was used to identify the relationship between the independent variables including
GENDER, AGE, MARRIED, CHILD, HINCOME, ENVKNLG, and PRDKNLG with green
preference with respect to two aspects, namely quality and social value.

The perception of environmental friendly information on product labels is shown in Table
5.7. In the green processes, PRDKNLG has a p-value of less than 0.05 in all aspects. It means
that a person who has knowledge of an environmentally friendly product sees that a green
process can provide better product quality and social value. Moreover, PRDKNLG strongly

influences people to see value in a green product that has quality and social value aspects, as
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the obtained p-value of less than 0.01 indicates. ENVKNLG leads to the perception of a
green product in terms of quality. Consumers also perceive that green products and green
processes result in better product quality and create social value (Hsa Hsp Hia and Hy, are
supported). However, CSR activities do not influence the product quality and social value.

The key finding in this research shows the importance of the product label affecting customer
perception. This research focused on understanding Japanese customer perceptions of product
labels and on describing how the factors of quality and social value affect these perceptions.
The study examined the effect of demographic attributes (GENDER, AGE, MARRIED,
CHILD, HINCOME) and environmental knowledge (ENVKNLG, PRDKNLG) on the
perception of green preferences. An empirical study was conducted in Japan with a sample
size of 618 respondents. The data were analyzed using multinomial logistics regression with
STATA Version 11 software. The findings of the study show that different product labels
differently influence customer perception. They are consistent with the findings of Barber
(2010) and Raziuddin et al. (2016): the information on products (product label) significantly
affects the customer perception of the product.

The results clearly define that consumers are critically concerned with the product labels.
Hence, the question is “what information should be printed on the labels?” The answer is “it
depends on the target customer.” Consumers have a different perception depending on the
information that is printed on the product but it mostly depended on customer knowledge
rather than the demographic characteristics knowledge leads to a different value of customer

perception.
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Table 5.7 Summary of green preferences based on quality and social aspects

Independent Quality Social value
Preference
variable Coef. P-value Coef. P-value
GENDER -0.183 0.487 0.261 0.282
AGE -0.005 0.682 -0.152 0.220
MARRIED 0.120 0.736 0.224 0.481
Green Process | CHILD 0.229 0.516 -0.202 0.516
HINCOME -0.043 0.397 -0.061 0.182
ENVKNLG 0.092 0.465 0.116 0.311
PRDKNLG 1.103 *0.028 1.027 *0.019
GENDER -0.100 0.664 -0.248 0.351
AGE -0.026 *0.028 -0.014 0.292
MARRIED 0.332 0.276 -0.287 0.422
Green Product | CHILD -0.173 0.564 0.258 0.471
HINCOME -0.042 0.332 -0.048 0.329
ENVKNLG 0.217 *0.046 0.149 0.237
PRDKNLG 1.340 **0.004 1.697 **0.006
GENDER 0.046 0.889 -0.305 0.279
AGE -0.037 *0.030 -0.038 **0.009
MARRIED 0.045 0.921 -0.075 0.848
CSR CHILD 0.455 0.324 0.631 0.111
HINCOME -0.019 0.760 -0.061 0.258
ENVKNLG -0.001 0.995 0.055 0.683
PRDKNLG 0.176 0.716 0.753 0.112

Note: p-value < 0.05*, 0.01**, 0.001***

83




On the basis of the results, green product information leads to the highest perception in terms
of product quality and social value for the customer. However, green process information
also creates a higher perception in all aspects. Since a factor that significantly influences
customer perception is “knowledge”, the company needs to contribute the knowledge and
make the customer understand and enable to perceived higher value from the products. The
results also show that the higher environmental product knowledge PRDKNLG of the
customer results in a higher value of customer perception. This means that customer
perception of environmental products is influenced by the environmental knowledge of the
consumers. Because of the different green preferences of consumers in two aspects were
identified in the results, it leads to a critical conclusion that different product information
influences customer perception differently. The results also support the finding from (Frick et
al., 2004, Zsbka et al., 2013, Pothitou et al., 2016) that customer knowledge impacts the
customer behavior and influences buying decisions. In summary, knowledge is an important
source that influences environmentally friendly product consumption. Consumers tend to
have a lower perception of the premium value from the environmental product with respect to

their environmental knowledge.

5.2.4 Summary
A clarified product label can communicate with the right consumers and create a higher

perceived value of products. In this case, if companies want to focus on product quality, the
information on green products should be presented to consumers. Appropriate product
information can be benefit companies by increasing product quality and by improving
customer perception. However, almost all demographic characteristics do not cause a
difference in customer perception in any dimension. This confirms that demographic
characteristics do not influence environmental behavior (Chen and Chai, 2010). The only
demographic characteristic that influences perception is age. It strongly impacts the
perception of the social value of the CSR information on the product. Younger consumers
strongly perceive the value from a product label because they tend to judge quality on the

basis of a company’s efforts to market green products and to promote CSR activities.
The results also support the finding from (Frick et al., 2004, Zs6ka et al., 2013, Pothitou et

al., 2016) that customer knowledge impacts the customer behavior and influences buying

decisions. This study contributes to previous studies by confirming that environmental
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knowledge influences younger consumers more than older ones (Suki, 2013, Kwok et al.,
2016, Gusmerotti et al., 2016). Remarkably, the results obviously show that the information
on product labels and the way it is presented (product label) significantly affect customer
perception of the product value (Barber, 2010, Raziuddin et al., 2016). Therefore, companies
need to be concerned about the information that they present on products. The right
information should be specifically available for the target consumers to increase perceived
value. The contribution of environmental knowledge to the consumers can be considered as
an alternative choice to create perceived value for environmentally friendly products. In
summary, knowledge is an important source that influences environmentally friendly product
consumption. Consumers tend to have a lower perception of the premium value from the
environmental product with respect to their environmental knowledge. Furthermore, this
study should be extended to measure how different types of knowledge affect customer

perception.

This sub-study confirms the relationship among supply chain, environment, social, and
customer through a tool called product label. The label embedded with the environmental
awareness creates resource integration among entities. The result shows that the higher
knowledge and awareness from customer leads to the higher perceived value. Moreover,
social value also contributes to customer perception. Therefore, they can far beyond a dyadic
relationship between provider and receipt. To create TSC, a supply chain is an ecosystem
with both tight and loose among entities including institutions. The results fulfill the ultimate
purpose of this study which is to explore the intangible relationships among each entity of
TSC.

5.3 Sub-study 3: System aspect

5.3.1 Introduction

Sub-study 1 and 2 clearly explore the TSC in provider and recipients aspects. This study
focuses on the influence of the intangible entities such as laws, regulation, rules, norm, and
institution. In TSC concept called value discourse in a context of a human. The case of
ASEAN Economic Community or AEC by 2015 or AEC2015 is studied to clarify the value
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discourse on TSC development. The effects of AEC2015 on the manufacturers in Thailand

are adopted to explain the relationship between institutions and supply chains.

The AEC2015 has a purpose to transform ASEAN into a single region with free movement
of goods, services, investment, skilled labor, and freer flow of capital (ASEAN, 2008). This
economic development has effects on the business and economic environment in many
industries both within ASEAN countries and partners of ASEAN. This study conducted to
identify the potentials of the effect of the institution (social and economic change) in the
supply chains of Thailand’s industry with respect to AEC development. To explore the
relationships of AEC on Thai’s industry through experts interview to clarify the situation in
Thailand’s industry. The result is expected to provide valuable information for suggesting
strategies and policies support and maintain the competitive advantage for Thai’s industry

and validate the impact of institutional change on the supply chain network.

Since AEC is focusing on improvement of social factors by economic and political
development, it is considered as a social innovation (Fujisawa et al., 2015). The industry in
AEC development consists of three major components namely companies (provider),
customers (recipient), and supporting sector (institution). Those three main systems are
interacting with each other to create benefits and value co-creation based on the institution.
The institution is laws and regulations that all actors within the system need to concern. For
example, tax reduction provided to the fuel-efficient cars increase profits for the company,
reduce costs that customer need to pay, and the government receives higher tax because of

the increasing of purchasing.

5.3.2 Methodology

AEC is an influence on the business situation due to the trade facilitation and liberalization.
Key players in this economic development are including government agency who directly
related with the strategic plans development, a business organization who facing the
revolution of the business environment, and educational sector who study and understand the
overall system of business and economic revolution. Therefore, in-depth interviews with the
government sector and private sector are necessary to measure the effect of AEC situation
Thai’s industry in terms of opportunities and challenges. An in-depth interview is known as

an important qualitative technique to collect detailed information on a small number of
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respondents (Boyce and Associate, 2006) to confirm and create an understanding of the
economic and social situation (Meho, 2006). The purpose of the in-depth interview methods
IS to measure the unidentifiable business situation for the industry in Thailand due to the
development of AEC. The questions for in-depth interviewing are developed for conducting
the undefinable data from the experts who associated with the implementation of AEC2015.
However, Thailand industry consists of many products and markets. In order to define the
institutional effect on a supply chain of Thai industry, the automotive industry is frequently
mentioned by the majority of the experts as an example to explain the effect of AEC on the
industry situation in Thailand because automotive industry is the most important industry for

Thai’s economic.

Since this research has the limitation of cost of gathering data, a telephone interview was
implemented for data collection in this research. Besides, the interviewees are key persons in
an organization; the availability time and schedule are limited. The telephone interview is the
best method to gather the data in this research with the major advantages of cost-effectiveness
(Musselwhite et al., 2007) and quality of the data (Szolnoki and Hoffmann, 2013). A
telephone interview reduce some form of bias (Musselwhite et al., 2007). The interviewees
are seemed to have a higher level of willingness to discuss via telephone. Interviewees in
telephone interview have a lower level of embarrassment when comparing to face-to-face
interview (Wilson et al., 1998). The duration of an in-depth interview conducted in this
research is up to one hour. The questions for interviewing are based on the information that
unavailable in the literature by the main purpose of clarification the real situation occurs in
AEC environment. Thus, several kinds of literature were conducted to define the significant
question based on the effect of AEC on the industry and manufacturing situation in Thailand.
Semi-structured interview question was implemented to discuss the situation that occurs in
Thai’s industry due to the development of AEC2015. The questions in Table 5.8 were
developed based on the gaps that exist in literature reviews. The most important questions for
AEC implementation are related to the effect of this trade integration in both positive and
negative terms. Then, what should the firms and government prepare for the fluctuating of
business and economic development? The questions are discussed base on three
consideration factors namely industrial input, supply chain, and economic situation. The in-
depth interview has the main purpose to gain undefinable information about the current

situation among AEC development.
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Table 5.8 In-depth interview questions

No. | Interview Question

1 What are the positive and negative effects of AEC on Thai’s industry?

2 How should the government, firms, and related sector prepare for this change?

3 How can we support Thai’s industry for facing the internal and external challenges?

In order to clarify the situation of the industry in Thailand due to the development of AEC in
term of processes and key achievements that effect to the economic situation, the in-depth
information from government, the private sector, and educational sector are important for
measure the business and economic situation in Thai’s auto industry. Thus, three experts in
each field are interviewed to identify the current situation of the industry due to AEC
development. In government perspective, Office of the National Economic and Social
Development Board is one of the key actors for AEC development in Thailand. This agency
has a role in developing development plans, a study on an important issue, trace and
evaluation of the outcomes. This agency is an intermedia actor from AEC implementation
plan in Thailand. Besides the government agency consideration, interview the representative
of automobile maker is significant to conduct for receiving the real situation that the
companies are facing. The educational sector also considered gaining more understanding.
Logistics expert and lecturer at the university in Thailand is being an interviewee for
contributing the knowledge in term of influence effect of AEC on the future situation and
supply chain. In consequence, the information from interviewees can provide all perspectives

of AEC development in Thailand.

The interviewee's section and affiliation are shown in table 5.9. Member check method was
implemented to recheck the script from the interviewees. After the interview, the interviewer
summarizes the information in each discussion and submitted to the interviewees to make a

confirmation on their opinions.
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Table 5.9 Description of interviewees

Section Affiliation Description
Government | Office of the National | Development plans for AEC implementation are
Economic and Social | conducted by the government. Office of the National
Development Board Economic and Social Development Board act as an
intermedia player for plan development.
Private firm | Manufacturing In order to identify the real situation that the firms
company in Thailand | have to face, key persons of an automobile company
and food manufacturing in Thailand needed to be an
interview.
Academic Logistics and supply | The big picture of supply chain system with the
chain experts influence of AEC implementation. An interview with
logistics experts can provide more understanding of
supply chain development due to the implementation
of AEC.
5.3.3 Results

5.3.3.1 Overview of AEC Effect on supply ecosystem

According to the results, the collaboration under the AEC agreement will lead to the

reduction of trade and tariff barriers among ASEAN members. It is resulting in an increase of

cumulative import and export value of the product in ASEAN. AEC is expected to enable the

supply chain to reduce the complexity of transportation and logistics by the set up the same

standard for transportation among ASEAN countries. Thus, it is resulting in cost and time

reduction and increase capacity of the supply chain.

Based on the expert opinions, some may see that Thailand gain the competitive in the supply

chain because Thailand has located in the center of ASEAN, but the true advantages are far

beyond the location. The complete of supply chain network for supporting the automotive

industry in Thailand is the major competitiveness. It may not difficult for the firms to build
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up a new factory in other ASEAN countries, but the availability of suppliers is difficult to
reestablish in other ASEAN countries. Therefore, the resource density of supply chain
network in Thailand is the most competitive advantage for supply ecosystem of the
automotive industry in Thailand. For this reason, Thailand has become an important hub for
assembling the vehicle with fine quality and reasonable price. However, the effect of AEC as
institutions of the automotive industry in Thailand can be considered in many aspects. The

summaries of expert’s opinion are in table 5.10.

Table 5.10 Summaries of expert’s opinion

Sector of o
Summary opinion
respondents

Government The development of AEC in Thailand possible to create beneficially to
Thai’s industry in term of investment and market growth. The related
government agencies and private sectors are collaborating and prepared
plans for bearing with the AEC situation. The most undeniable important

factor is labor.

Private firm The gathered of AEC can be the opportunities for Thai industry since the
size of the market is expanded from one to ten countries. Therefore, the
firms should prepare for facing with international and regional
competitors. The firms need to develop their competitiveness by
improving production capability. The firm should focus on the
technological development due to the changing in market trend.
However, the support from government and other related party are
important to expanding the productivity and competitiveness of Thai;

industry.

Academic Based on the logistics and supply chain perspective, AEC is expected to
enabling the supply chain to reduce the complexity of transportation and
logistics among ASEAN. Thus, it is resulting in cost and time reduction
and increase capacity of the supply chain. Thailand has competitiveness
in term of supply chain network and labor skill. Thus, it is quite difficult
for the firm to move out the production base from Thailand. However,

Thailand should not leave room for competitor overcome.
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This analysis shows that the expert’s opinions support the factors that concerned by
researchers in literature reviews by classifying into three major related factors that influence a

supply chain due to the AEC development.

5.3.3.2 Effects of human and knowledge on a supply chain

Labor is one of the important supporting factors for the development of the automotive
industry. Skilled labor can be a concern as an important competitive advantage of Thai
industry. It is considered as a source of problems as well. Problems indicated by human
factor can be classified into two main parts; first is labor force, it is considered as a primary
input of the industry. Even Thailand has skill labor when comparing to neighbor countries but
Thai workers lack the willingness to work hard, workers normally change a job frequently
especially for the tough work. Social value in Thailand for students in vocational school is
not quite positive. The vocational school in Thailand viewed as a school for the students who
cannot apply for general education. In addition, it is not received an acceptable and
supportive of the society. It is resulting in the lower number of skilled labor and the firm need
to hire the labor from neighbor countries. As we know automotive industry is knowledge and

innovation base industry.

The second part is advanced knowledge and skills worker can be discussed in term of the
knowledge-intensive problem. However, research and development for automobile
development are mostly no conduct in Thailand due to the limited resource of experts and
also the limited research and development budget in both educational institute and
government sector. However, advanced knowledge and skills worker may not recognize as a
significant part that should be concerned because of the globalization of supply chain

management. Research and development processes can be conducted at any place.

The human factor is seen as a primary or prerequisite factor that important for the
development of AEC. Any investments are requiring labor for, the factory cannot run without
labors, and technology cannot be well implemented due to the lack of knowledge from
workers. In the automotive industry, skill and experience workers are very important, the
automobile is required at least 20,000 parts for assembly. Hence, the expertise and quality of

production processes are important in this industry. On the other hand, the vehicle is directly
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related to the safety of customers. The minor error can be a source of a major problem for the
organization. The rises of minimum wages have a minor effect on the automotive industry as

long as Thai’s worker has better assembly skill.

5.3.3.3 Effects of global trends

Thailand has been seen as a hub of ASEAN for assembling the vehicles due to the location of
Thailand that located in the center of ASEAN, but the true advantages are far beyond the
location. In order to gain the competitive advantage among ASEAN, value and market
creation are more important. Thailand has seen as a hub for assembly the vehicles with fine
quality and reasonable price among ASEAN. Even it is not difficult for the firm to move the
factory to other ASEAN countries, but it is difficult to reestablish supply chain network as
complete as in Thailand. Therefore, the most competitive advantage of Thai’s automotive

industry is the supply chain network that intensely allocated within Thailand.

In the automotive industry, the major competitors of Thai’s automotive producers are
Indonesia and Malaysia. Indonesia has a high rate of economic growth due to the
government’s policy that encourages the small car and fuel efficiency car (eco-car) to support
the global automotive development. Besides, Malaysia also launched policies that support the
production of the environmentally friendly vehicles such as hybrid and electric car. Due to
the global automotive development, the changing of production and automobile technology
significantly influences the development of this industry. Nowadays, the trend of the global
automotive industry is shifting to better fuel efficiency and environmentally friendly vehicles.
The electric engine has significantly influenced the trend of the vehicle instead of the internal
combustion engine. Hybrid, plug-in hybrid, Extended-Range Electric Vehicles (E-REV), and
Electric Vehicle (EV) are changing the automotive industry in term of production and design.
However, Thailand does not play an important role in research and development for the
automobile industry. This is the issue that the stakeholder of Thai’s automotive industry
should concern for the future development.

The gathering of AEC can drive automotive parts and producers in Thailand because it is
required to develop the competitiveness by improving production capability. In particular,
Thai automotive industry should look for a new production technology that clean and

environmentally friendly as well as the use of renewable energy. The development of electric
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vehicles and reduction of overall weight of vehicles and auto parts are also significant in the

global automotive market.

5.3.3.4 Effects of government

In another hand, the government sector is playing an important role to support the auto parts
producers in order to expand the market. For instance, Indonesia’s government is supporting
the automotive industry by encourages the small car and fuel efficiency car. Malaysia also
launched policies that support the production of the environmentally friendly vehicles such as
hybrid and electric car. In Thailand, the government entities are providing both routine and
specific supports for automotive firms. One of stimulating marketing event of automotive
firms in Thailand is TAPA or Thailand auto parts and accessories. This event held every two
years with the purpose to promote the automotive suppliers and enlarge the market in
Thailand and ASEAN. The government also provides supportive policies for encouraging the
automotive development in Thailand including First-time Car Buyer Tax Rebate Program.
Therefore, Thai’s government should provide strong support in the critical issues of such
borderless region agreement of AEC; it is the high potential that we would lose the

competitiveness to neighbor countries.

In addition, the government sector is playing an important role to support the auto parts
producers in order to expand the market. TAPA or Thailand auto parts and accessories is a
market event held every two years. The main purpose is to promote the automotive
companies and improve the market in Thailand and ASEAN. This event occurs with the
collaboration between Department of International Trade Associations and many public and
private agencies involved in Thai’s automotive industry with the objectives to drive Thai’s
automotive industry towards the goal of 3 million cars producing and a global green

automotive hub.

In service research aspect, institutions are one of the important parts of supply ecosystem as
shown in the case study of AEC development of Thai automotive supply chain. The
institutions are important in supply chain management because it influences a tradition

process as shown in the effect of AEC on Thai automotive industry.
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5.4 Summary

The key message of transformative is to change the conventional approach to a new approach
that creates sustainable and well-being. A TSC is constructed based on the illustrious theories
of transformative service research and supply chain management concepts, so this research
mainly integrated existing theories and syntheses as a TSC concept. This chapter tries to
validate the TSC concept by exploring the processes, relationships, interactions, and
influential factors of the entities in TSC. Sub-studyl provides a good start to the
transformative system by adopting the case of Doi Tung Development product. This study
highlights the importance of the ignitor in TSC and explores the concept of resource
integrators in TSC. The in-depth interview results provide the approach of TSC development
in the provider aspect. Then, the sub-study 2 focuses on the recipient aspect. The empirical
study identifies the impact and relationship of environment, knowledge, and social on the
customer perception of the company products. In order to fulfill the TSC framework, the sub-
study 3 is conducted to identify the effect of the institution on a supply chain. The results
clearly support the idea of the effect of an institution on an SCM and highlight the effect of
the institution in term of human and knowledge, external trends, and laws and regulations that

influence on an SCM.

According to the results of three studies, knowledge is an essence of value co-creation among
supply chain, customer, social, and environment. In order to develop TSC, knowledge
management, sharing, and contribution are the focal point of TSC development. At the initial
step, it is required an entity for igniting a transformative process. It can be the main company
in a supply chain, a social awareness, a group of customers, or the emerging of environmental
destruction. Knowledge plays an important role in value co-creation, resource integration,
and influence in social value and awareness in both provider and recipient aspects. Therefore
a lack of value co-creation and knowledge in any entities leads to the failure of TSC

development.
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Chapter 6
Conclusion and Discussion

6.1 Answer for research questions

6.1.1 RQ 1: What are the important components in supply chain that influence on the
well-being and sustainability of TSC?

The supply chain is a system that consists of provider, recipient, and influenced by
environmental and institution. Therefore, constructing a supply chain requires interaction
among those entities. In the beginning phase of supply chain construction, it mainly focuses
on the economic value of the key purpose of a supply chain is profit. However, the change in
global and environment are an influence in the supply chain.

According to the result of chapter 3, the SCP indicators are newly classified into three for
developing supply chain partnership; (1) pre-partnership phase, (2) partnership phase, and (3)
post-partnership phase. Each phase has the different critical factors contributing to supply
chain performance and partnership development. The benefit of these three classifications is
to help firms, indicating the indicators that firms should individually focus on in order to
create an effective partnership. The SCP indicators involved in the pre-partnership phase are
“antecedent factors”, including internal flexibility, internal integration, risk management, and

strategies. These indicators are considered as sources of supply chain partnership. Once a
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partnership among firms is established, a tight relationship supports an improvement of the
antecedent factors. In the partnership phase, the members in supply chain focus on
collaboration, sharing of information, risk, and supply chain strategies. These factors should
be implemented in each firm’s practices to primarily prepare it for the establishment of a
partnership. The post-partnership consists of flexibility, integration, and knowledge which are
“descendent factors.” In this phase, risk, reward, and information are shared among members
of a supply chain to achieve the same goals, and they will have the ability to handle any
uncertainty that eventually leads them to sustainable development among themselves. They
need to maintain a long-term relationship with partners to retain the competitive advantage

and the ability to adjust their supply chain processes in an uncertain environment.

In order to create an effective supply chain network with TSR concept, the firms need to have
internal integration and flexibility to serve other members in a supply chain. Then,
collaboration and information sharing among member occur in partnership phase with the
sharing of risk, strategies, and trust among members. The last phase aims to maintain the
partnership of the members, the integration in term of collaboration, coordination, and
information sharing are raised to achieve a higher level of external integration and knowledge
sharing for achieving supply chain flexibility. Technology and innovation are significant for
supply chain development in every phase. Moreover, environmental aspect became a part of
effective supply chain development for ecosystem well-being. The consideration of each
factor in this three development of a supply chain employed as a foundation and important

ingredients for TSC development.

6.1.2 RQ 2: How can a conventional supply chain transform to the supply chain that
mainly concerns on well-being?

Based on the current business environment and the development of the S-D logic concept,
exchange and value creation occur in a network rather than a dyadic relationship with the
goal of being an ecosystem with sustainability and well-being (Vargo, 2007, Braziotis et al.,
2013). Beyond the dyadic interaction between providers and recipients, the supply chain is a
network of interactions to co-create the values in the ecosystem.In a TSC lens, the
environmental entities are directly and indirectly influenced by actor interactions and
resource integration. Therefore, all the relationships between the entities in the ecosystem are

the important resource integrators (Maas et al., 2014).
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A TSC can be considered an ecosystem that consists of three main entities in a supply chain
ecosystem called the theoretical model of a TSC. This model is developed based on the
“tripartite value co-creation concept” (Shirahada and Fisk, 2014) and “theoretical value
configuration space” (Blocker and Barrios, 2015). The first entity is a supply chain including
providers (suppliers and company) that act as the value provider in a system. The supply
chain needs to understand the well-being of an ecosystem to deliver well-being to customers.
Another part of supply chain entities is the recipients (customers or buyers), including
customers of customers and/or the beneficiaries. According to Vargo (2009 p.377), “the
customer is just another node in the larger ecosystem and the actor-to-actor transaction serves
as a platform for further value creation in that larger context.” Therefore, the customer is an
important resource integrator for creating individual, collective, and ecosystem well-being.
The second entity is social entities, considered a supporting element to other actors within an
ecosystem. It plays a role as the value discourse through the social value (institution, rules,
and norms). The third entity is environmental entities; the environment is a core resource
integrator for constructing the well-being of an ecosystem since it is a source of value co-
creation. Each entity of a TSC has a significant role in resource integration. In supply chain
entities, a key role is the integration of environmental resources with the supply chain’s
process to offer an environmental product that creates a sense of well-being for customers
who are concerned with environmental destruction and want to reduce the impact on the
environment. Then, the customers can perceive the environmental value through the TSC.
The social entities contribute to the awareness and value of the environment for both
providers and recipients. The environmental entities have a key role as a resource integrator
among all entities. The environment contributes to sustainable development and individual,

collective, and ecosystem well-being.

In previous research, implementation of the environmental concept in SSCM could lead to a
beneficial performance including brand value (Suki, 2016, Aibek and Ariffin, 2015, Huang et
al., 2014b). However, it might occur only when customers can perceive environmental values
provided by the supply chain (Liu et al., 2012). Therefore, the knowledge and perception of
customers are important to create value in supply chain entities. Since knowledge is a key
contribution to create transformative value, every type of knowledge that created and
contributed among the entities of a supply chain influence on the TSC development. Sub-
study 1 show the important of knowledge in provider side, the knowledge of local people is a

key contribution in TSC development. The important of environmental knowledge and
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product knowledge are confirmed by the sub-study 2. Therefore, knowledge is an important
component to create transformative value in a supply chain ecosystem. A TSC clearly
supports the sustainability and well-being of an ecosystem cannot be achieved without value
co-creation and resource integration among a supply chain, customers, society, and

environmental entities.

The results confirm the idea of Polonsky (2011), that the key to a transformative supply chain
iIs to change the way of thinking. According to the case analysis of the Doi Tung
Development Project, the company’s goal is to create sustainability and the well-being of
people in the Doi Tung area. The supply chain entities were created to support this goal.
However, customer awareness of the environment is motivated by social values and
environmental concerns rather than the company. Therefore, the company needs to respond to
customer demand, and the additional value of the process behind products and services can
be perceived by some customers. The framework of a TSC critically concentrates on the
integration and resource integration among entities within an ecosystem. The operant
resources are a key factor for resource integration. Supply chains use operant resources to
produce an environmentally friendly product, and then customers need to have the knowledge
to interact with and perceive value from the providers. The value is created from the operant
resource interaction between supply chains and customers with respect to environmental

preservation.

6.1.3 RQ 3: What are the key considerations of the TSC development?

TSC is different from the conventional supply chain in many aspects. The conventional
supply chain development focuses on the performance of the operation processes in a supply
chain as mentioned in RQ1. Then, it can be employed as the foundation before shifting to
TSC. In order to shift to TSC, a supply chain should concern these key considerations of

TSC. The following key considerations are extracted from the case studies of TSC.

Interaction: Exchange and value creation occur in a network rather than a dyadic
relationship with the goal of being an ecosystem with sustainability and well-being (Vargo,
2007, Braziotis et al., 2013). Beyond the dyadic interaction between providers and recipients,
the supply chain is a network of interactions to co-create the values in the ecosystem. In a

TSC lens, the environmental entities are directly and indirectly influenced by actor
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interactions and resource integration. Therefore, all the relationships between the entities in

the ecosystem are the important resource integrators (Maas et al., 2014).

Human: According to the Mae Fah Luang Foundation case, they believe that humanity is a
key resource of an ecosystem. Humans influence the economy, the environment, and
society’s well-being with their activities. Therefore, the project focuses on human
development to create environmental and economic development. In AEC case also highlight
the importance of a human. The human factor is seen as a primary or prerequisite factor that
important for operating. The business cannot run without labors, and technology cannot be

achieving the objective without knowledge from workers.

Mindset: Since human is a significant contribution in TSC, mindset of people in every
entities of TSC contributed in the construction of TSC. The mindset represented in the
organization as a philosophy. The philosophy of the Mae Fah Luang Foundation is “to help
people help themselves by improving livelihoods.” In order to achieve that philosophy, the
Doi Tung Development Project contributes knowledge to the villagers in the form of
vocational training, handicraft training, and farming to ensure that customers will not buy the
products with pity sustainability in terms of society and the economy. This also appears as a
source of customer perception. The mindset of the customer represented as environmental
awareness and consideration for making a buying decision. Therefore, the mindset of both
organization and individual influences on the TSC significantly influence the success of TSC

development.

Economic: The Doi Tung Development Project realized that deforestation from slash-and-
burn agriculture in the Doi Tung area lead to a vicious cycle. In the initial phase, the project
paid at the same among of money to the villagers to reforest (economic forest) because of no
one expect the lower value than the initial point for changing their behavior. Therefore,
economic aspect contributes in the change of behavior of people in the entities and lead to the
sustainability development. The forest creates income for the villagers for three to five years.
The farming and economic knowledge the project contributed allowed the villagers to earn

income without illegal activities and deforestation.

Beside the monetary aspect, the economic also covers nonmonetary value. The company also

allocated land for subsistence forests and sustainable farming (short-term crops and fruit
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trees, economic forests of coffee and macadamia nuts). Through the economic development
and stewardship of the forests, opium growers were eliminated and the reforestation efforts
increased. This increase in the economic forest area yielded more raw materials. Since 2002,
the project has been financially self-sustainable. The Doi Tung Development Project also

aims to transfer some business units to the local community to support social well-being.

Knowledge: In service concept, knowledge is considered as an essential of value co-creation
(Vargo and Lusch, 2004). Knowledge also contributes to behaviour and awareness of the
people (Zareie and Navimipour, 2016). The project also established a school to teach the
villagers to recycle and treat wastewater to ensure the availability of a water supply for
consumption and agriculture. The local community is well aware of their responsibility for
the impact that was caused on the environment. Besides environmental development,
economics is an important aspect of sustainable development. Deforestation occurred due to
poor people without knowledge trying to do anything to survive. Thus, improvement of the
economy and people’s quality of life is essential to sustainable development. The Doi Tung
Development Project believes that the “well-being of nature depends on human stability,” so
the company provides knowledge and training on every business process to local people to
create financial sustainability. Furthermore, the customer’s knowledge and understanding
directly influence the customer perception in term of economic and value creation as shown
in the sub-study 2. The customer with environmental and product knowledge tend to perceive

higher value from products with environmental concerned.

Institution: Beside the consideration of business entities in a supply chain, the institution
also influences on a supply chain system. Institution consists of both tangible and intangible
entities including, government, NGO, NPO, social value, norm, and etc. All the sub-study
mentioned about the effect of the institution on the different aspects. The sub-study 1
highlights the big picture of the institution in term of social and environment. The sub-study 2
focuses on the effect of social value in customer perception through the product. Then, the
sub-study 3 emphasizes on the whole system of the supply chain that affected by the
changing in the institution. Therefore, to create TSC, the institution became an important

resource integrator that co-creates value among firms, customers, and environment.
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6.2 Principles of TSC development

This research describes the integration of TSR with the SCM concept and proposes the

framework of a TSC. The results serve as a guideline for future supply chain research that

focuses on the sustainability and well-being of an ecosystem overall. A TSC highlights the

roles and interactions of the three entities in a supply chain ecosystem (the supply chain,

society, and the environment) that realize the well-being of an ecosystem with transformative

value. In consequence, the processes and key consideration of TSC development based on the

results of case analysis can be summaries as five principles for constructing TSC.

Principle 1 Mindset or the way of thinking of the provider
Transformation is a revolutionary process; the provider should have a strong
intention to create well-being of an ecosystem rather than the individual profit.
Moreover, this TSC mindset needed to be shared with the supply chain members.
The case analysis also highlights the mindset of the organization to transform into
the supply chain that contributes to ecosystem well-being rather than focuses on
organization profit.

Principle 2 Provide at least the same benefits to the stakeholders
In the case analysis, both supplier and customer require at least the same among
of benefits in term of economic to create a transformative and perpetual behavior.
In the transformative stage, people never expect to gain less benefit than before.
Therefore, a provider should provide at least the same benefit to satisfy
stakeholder with a new approach. For the example of the case analysis, to change
the behavior of villagers, the company hires the villagers with the same among of
money to reforest rather than slash-and-burn farming.

Principle 3 Tacit knowledge sharing among the entities is a key contribution to resource
integration
Knowledge strongly contributes to the people perception, without knowledge the
recipients may not possible to perceive or understand the value offered by the
provider. On the other hand, the recipients with knowledge can easily perceive
and concern with the embedded value. Therefore, it is significant for creating
TSC. Knowledge should be shared with the suppliers, customers, and society to

achieve the goal of TSC.
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Principle 4 Social movement fulfills the transformative value
Social value is a norm that people concern. Change in social value influences on
transformative value and leads to the perpetual stage. Social value always
influences the perception and behavior of an individual in the society. For
example, if the people in society concern on the environment, any person with
harmful activities will be forced by the social pressure as a part of society.
Society can motivate a change in the ecosystem. In the business world, social
movements motivate in an individual customer, firm, and institution. Hence,
social agreement, awareness, and issue are an influence and significant on TSC
development.
Principle 5 Value co-creation process is influenced by individual, collective, and ecosystem

Value co-creation required tacit and explicit knowledge from all actors.
Therefore, the value the received by the recipients is influenced by many entities.
Value co-creation process in TSC is a sensitive process that highly influenced by
tacit and explicit knowledge. Background and characteristics of the individual,
the influence of other people in the society, and the surrounding environment are
co-creating with the customer to create a perceived value. Since knowledge is a
key resource integrator in TSC, knowledge management became a critical activity
in SCM. However, the knowledge management has to cover suppliers, company,
customers, and society. Therefore, the supply chain should concern those aspects

to create the right value to the right customer.

A TSC is constructed based on the illustrious theories of transformative and service concepts,
so this paper mainly integrated existing theories of SSCM and TSR then syntheses as a TSC
concept. The concept of S-D logic is an important guideline for implementing TSR in any
research area. This research could employ an empirical study in the future to validate the
conceptual framework of TSCs. Another important aspect is creating customer perceptions of
products.
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6.3 Contribution

This study conceptualizes supply chain management in the context of transformative service
research improving the sustainability and well-being of suppliers, customers, society, and the
environment. The key contribution of this research is to purpose the TSC concept and the
implementation approach. The research also identifies the importance of the environment in
customer perception and the value in term of individual and social aspect. Therefore, this
concept aims to create a change in the ways of doing business and motivate the awareness of
social and environment in supply chain aspect. The human well-being is depended on
environmental well-being. Therefore, careless supply chain activities lead to the negative
effect on the supply chain itself in term of both resource integration, social and customer
value perception. On the other hand, the careful supply chain creates a change of human and
social behaviors can construct a sustainable and well-being ecosystem for both human and
nature. Research findings confirm that a partnership is a core consideration in order to
achieve higher performance and competitive advantage. The results better provide the clear
understanding of the influential factors and relationship for supporting strategic planning.
Likewise, serving as a guideline to an individual firm to measure and manage the influential
factors in supply chain network development. To create a partnership among members, every
firm in the supply chain should have the same standard for managing the influential factors.
Thus, the influence level of each factor and the relationship between the factors of SCP
should be further identified. An empirical study on SCP shall be further conducted by
applying certain measuring tools, for instance, Structural Equation Modeling and Analytic

Hierarchy Process.

The findings confirm that supply chain development is affected by various factors. The co-
creation among supply chain members via risk, reward, information, and knowledge sharing
is important to create integration and flexibility which are the key performance of supply
chain management. The environmental aspect is a resource integrator for supply chain
management. CSR, green supply chain, and green products are the interaction platform of the
supply chain with environmental entities to communicate to the customers. However, in the
customer aspect, the perceived value is influenced by the customer (knowledge). Therefore,
TSC concept requires an interaction among supply chain, customer, and environmental

entities to create well-being and sustainability among the ecosystem.
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Since Thailand is an industrialized country, supply chain management is a critical factor that
contributes to the national economy. This research explores the influential factors on supply
chain performance that can be employed for constructing an effective supply chain network
in Thailand. Beside the clarification of critical factors in supply chain development,
transformative supply chain research is a key contribution to Thai social and economy.
Thailand is facing with corruption and environmental issues, the implementation of TSR
concept in supply chain management lead to the increase of environmental and social

awareness. TSC is a business operation concept with well-being and sustainability purposes.

Environmental issues are one of the important topics in global supply chain and it draws
significant attention from all the actors in supply chain system including organization,
government, and customer. In the past decade, sustainability and well-being are increasingly
considered in business and service research. Then, TSR is developed to improve human well-
being in both customer and societal welfare through a service concept. A concept of the
supply chain would develop with a more comprehensive view of TSR to focuses on well-

being and sustainable development rather than profit among supply chain process.

TSC concept is an innovative concept for creating sustainable and well-being among
business, society, and environment through the service concept. TSR and S-D logic are
employed in supply chain process to promote well-being rather than the financial profit of an
individual. Supply chain activities directly impact on the environment, including energy
consumption, waste, and CO, emissions. Sustainable supply chain focuses on the reduction of
environmental impact in a supply chain process but the key aim is still a profit rather than the
well-being and truly sustainable. This research contributes to the internal research in term of

social awareness for well-being and sustainable development.

6.4 Limitation and future work

The purpose of this study is to develop a new supply chain concept that focuses on well-being
rather than the profit. The review of SCM and TSR are integrated as a foundation for
constructing and purposing a TSC concept. This research underlines the interaction of supply
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chain, customer, society, and environment to create TSC concept. According to the chapter 3,
supply chain partnership is significantly influenced by various factors and each phase of
supply chain development is required different consideration from the stakeholders.
However, the strong supply chain partnership and performance are not an essential for
business development nowadays because of the dynamic environment, institution, and social
change among the ecosystem. Therefore, it is imperative for SCM to develop a value co-
creation process beyond the supply chain entities. As the chapter 4 mentioned, environment,
society, and customers significantly influence on the transformation of SCM. Transformative
in this case we focus on the transformation of SCM that change the focus from monetary
benefit to the well-being of the ecosystem. This changing requires the resource integration
and collaboration among the stakeholders of the ecosystem. Which means every small entity
can influence and drive the TSC.

This research tries to cover as many aspects as possible including organizational aspect,
customer aspects in both national and regional levels to create TSC. Therefore, three cases
are employed to validate the TSC concept and explore the approach to implement TSC in the
real situation. The case of a truly sustainable supply chain transformation is employed as a
center case for establishing TSC. The case of daily product is conducted to explore the
relationship of knowledge in customer perception to emphasize the important factors for
transforming the supply chain concept. Then the final case study of AEC is conducted to
validate the importance of intangible resource on supply chain management. The influence of
AEC serves as a change in an institution and it highlights the dynamic butterfly effect of a
single change that accounted as a part of TSC development. Therefore, to develop a TSC,
there are more than the supply chain itself but the supply chain is an ecosystem that
influences both direct and indirect relationships then explicit knowledge is a key resource in
TSC.

According to the results, this research can be used as an initial guideline for developing a
truly sustainable supply chain that focuses on the well-being of stakeholders in a supply chain
system. According to the results, interaction, human, mindset, economic, knowledge, and
institution significantly influence TSC development. Since TSC concept is a supply chain
system that consists of many entities, aspects, and interaction levels, more case analysis
should be employed to identify the problems and approach to establishing TSC in the

different product and service. On the internet of thing (loT) era, 10T provides a useful
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platform for value co-creation, connection, and interaction among supply chain members. It
definitely supports the supply chain operations and optimization in term of efficiency and
effectiveness. However, in TSC development, the flow of information among supply chain,
customer, environment, and society. It increases the visibility and traceability in supply chain
operation and sustainability. Hence, the role of 10T in TSC development is an interesting

research question for the future development of TSC concept.

Since the transformative value is not possible to be achieved without knowledge contribution
among entities, knowledge is a key contribution to TSC development. Therefore, the future
research should focus on the knowledge management in TSC. In the present, the knowledge
management within the organization or supply chain is presented in many types of research.
In the social entities, knowledge is considered as a factor that can uplift the well-being of
individual and society. Knowledge also contributes to customer behavior as presented in this
research. Hence, it is possible to create a knowledge platform for supporting the creation of
TSC. The concept of knowledge creation, knowledge sharing, and resource integration within

and among organization could be an influence on TSC development.
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