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 This study aims to analyze the influence of supply chain policies, logistical capabilities, on 
logistical integration and competitive advantage in SMEs in Indonesia. The measurement method 
uses structural equation modeling (SEM) analysis using SmartPLS 4.0 software to analyze the 
influence of supply chain policies, logistical capabilities, on logistics integration and competitive 
advantage. The research data was obtained from distributing online questionnaires via social media. 
The questionnaire was designed using a Likert scale of 7. The respondents used in this study were 
SMEs owners who were determined through simple random sampling. The online questionnaire 
was distributed to 490 UKM owners. The stages of data analysis are validity test, reliability test 
and significance test or hypothesis test. Based on the results of data processing carried out, it was 
found that supply chain policy has a positive effect on logistical integration, logistics capability has 
a positive effect on logistics integration, supply chain policy has a positive effect on competitive 
advantage, logistics capability has a positive effect on competitive advantage, logistics integration 
has a positive effect on competitive advantage competitive. The novelty of this research is the 
relationship model of logistics capability and supply chain policy on logistics integration and 
competitive advantage in SMEs organizations. The theoretical implication of this research is to 
support previous theories that logistics capability and supply chain policy play a role in encouraging 
increased logistics integration and encouraging increased competitive advantage in SMEs 
organizations. The practical implication of this research is the management of SMEs to implement 
logistics capability and create and implement supply chain policies to encourage increased logistics 
integration so that it will increase competitive advantage.   
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1. Introduction 

Business competition is getting tougher in this era of globalization for companies to rearrange the strategy and logistics system 
within the company (Naway & Rahmat, 2019). The essence of competition lies in how companies implement processes to 
produce good products, goods or services that are better, cheaper, and faster than their competitors, for that a company must 
be able to improve the performance of its logistics system to continue to compete and progress (Notteboom et al., 2020). A 
business activity requires logistics activities in it because logistics is part of the supply chain process. Logistics activities 
consist of facility location, transportation, inventory, communication, handling, and storage. Companies must consider 
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logistics issues to ensure that logistics supports the company's strategy. If the operational function supports the overall 
company strategy, then logistics must support the operational function strategy (Permana & Soediantono, 2022). Conversely, 
if the operational function is not to support the company's strategy, the company's operations will be hampered as late 
production due to a lack of raw materials will impact consumers. Based on the theory above, logistics is the flow of raw 
materials from suppliers to storage. In this industrial revolution era, competitive advantage and high focus can strengthen a 
company's market orientation where a company's competitive advantage can shape the success rate of business performance. 
Competitive advantage is closely related to the company's ability to understand consumer needs in building an effective and 
efficient distribution network and management. The existence of competitors makes the company more aware of the need to 
improve its ability to excel in competition. According to Alabdali & Salam (2022) Existing literature shows that SMEs have 
various supply chain deficiencies that affect their competitiveness. For example, compared to large enterprises, SMEs are 
understood to be more vulnerable to supply chain disruptions, lack adequate resources, do not adequately prepare for supply 
chain disruptions, and face several operational constraints that hinder their competitive advantage (Alabdali & Salam, 2022). 
In addition, increasing SME failure rates have been seen in both developed and developing countries. According to Biswas et 
al. (2020) SMEs experiencing delivery delays, poor quality products or delivery failures, reflecting poor supply chain 
performance and reduced competitive advantage. Recent empirical literature has underscored the role of logistics and supply 
chain management (SCM) practices and capabilities in creating a firm's competitive advantage. SCM practices such as 
strategic supplier partnerships, customer relations, information sharing, and deferral have been established as important for 
building competitive advantage (Biswas et al., 2020; Arijanto, 2022). 
 
According to Chang et al. (2022) Competitive advantage and high focus can strengthen a company's market orientation where 
a company's competitive advantage can shape the success rate of business performance. Competitive advantage is closely 
related to the company's ability to understand consumer needs in building an effective and efficient distribution network and 
management. The existence of competitors makes the company more aware of the need to improve its ability to excel in 
competition. Existing literature shows that SMEs have various supply chain deficiencies that affect their competitiveness. For 
example, compared to large enterprises, SMEs are understood to be more vulnerable to supply chain disruptions, lack adequate 
resources, are not adequately prepared for supply chain disruptions, and face several operational constraints which impede 
competitive advantage (Alshurideh et al., 2019). Shraah et al. (2022) examined the relationship between supply chain 
management practices, logistics capabilities, logistics integration and the competitive advantage of Small and Medium 
Enterprises (SMEs). Logistics capabilities are part of a company's resources including all assets, competencies, organizational 
processes, company attributes, information, knowledge, and others that make it possible to understand and implement 
strategies that increase efficiency and effectiveness. Logistical capabilities have been studied extensively and measurement 
scales have been developed to link capabilities with competitive advantage and superior firm performance (Herden, 2020). 
Logistics activities affect performance regarding increasing revenue and reducing costs. The use of logistical capabilities as a 
means of creating differentiation is also investigated. These researchers found that logistical capabilities make a major 
contribution to corporate strategy and performance and sometimes provide a competitive advantage (Baah & Jin, 2019). 
 
The effect of logistical capability on business performance is supported and strengthened by research conducted by Bielecki 
and Szymonik (2015) which shows that the logistics capability variable has a significant effect on business performance. 
Chang et al. (2022) and Biswas et al. (2020) stated that greater logistics capability within a company consisting of logistics 
infrastructure, supplier locations, fast and reliable delivery, low distribution costs, and distribution scope will improve 
business performance. Logistics capability contributing to business performance will also increase the capability of logistics 
activities within the company. A business needs to have high capability in managing its logistics management (Alshurideh et 
al., 2019). Competitive advantage arises when a company can create better economic value than its competitors. Based on 
time considerations, competitive advantage is divided into two: (1) temporary competitive advantage that lasts for a short 
time, and (2) sustainable competitive advantage that can last longer. The creativity factor turns out to be a trigger for economic 
and social change which in turn can become a renewable resource in the formation of a company's competitive advantage 
(Alabdali & Salam, 2022). Competitive advantage refers to a comparative advantage in the market position that leads a 
company to outperform its competitors. For example, a company can achieve a cost advantage when it operates at a lower 
cost than its competitors but offers a comparable product. Also, a company can achieve a differentiation advantage when 
customers consistently perceive its offerings as higher than those of its competitors. Competitive advantage can distinguish 
between two types of differentiation advantage: innovation and the market. In particular, a market differentiation advantage 
occurs when a company creates a unique image in the market and achieves customer loyalty through meeting customers' 
special needs, and an innovation differentiation advantage arises when a company creates current and attractive products by 
leading competitors in quality, efficiency, design innovation, and style (Basheer et al., 2019; Jermsittiparsert et al., 2019). 
 
2. Literature Review and Hypothesis Development 
 
2.1 Logistics Capability 
 
Logistics capability is a capability that basically supports the company's logistics function to run properly and logistics 
capability within a company can be considered as a key strategic resource or capability for achieving sustainable competitive 
advantage and may have a significant impact on the competitiveness and performance of the company and even the supply 
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chain. According to Baah and Jin (2019), logistics capabilities are skills, attributes and specific knowledge that help companies 
manage their logistics activities such as the transportation and distribution of raw materials and finished materials efficiently 
and effectively. From the above understanding it can be concluded that logistics capability is a company's ability to manage 
logistics activities as a process of planning, implementing, and controlling flows efficiently and effectively in the cost of raw 
materials, inventory processes, finished goods, and the information involved from the point of origin to the consumption point. 
According to Biswas and Anand (2020) in their research logistics capability indicators consist of: 1. Managing pre- and post-
sales services. The company's ability to manage logistics services well includes manufacturing, packaging, assembly, and 
delivery. 2. Distribution network coverage. The company's ability to develop strategies regarding company targets in 
accordance with what it wants to achieve, including good distribution coordination with related parties. 3. Speed and reliability 
of delivery, the company's ability to build an effective logistics process that allows guaranteed speed and reliability in the 
delivery of both raw materials and finished products. 4. Low total distribution costs, the company's ability to achieve a 
minimum cost of the total costs incurred effectively from the logistics activities carried out (Basheer et al., 2019; Biswas et 
al., 2020). Logistics capabilities that continue to increase will be able to provide benefits in reducing costs. Through the 
existence of logistical capabilities will be able to create differentiation. Logistics capability aims to create differentiation or 
uniqueness of a company, which was found in previous research that logistics capability can make a major contribution to 
corporate strategy, logistics performance, and competitive advantage. There are several indicators that measure the magnitude 
of logistics capability, as follows. Unique services have strategic added value. Value added is the term given to describe the 
economic value added to a product or service offered to consumers. 
 
2.2 Supply Chain Policy 
 
Supply chain policy is considered as an organizational function or operational activity that determines the effectiveness and 
efficiency of the supply chain. Some of the components of a supply chain policy include supplier partnerships, information 
sharing, process flows, and outsourcing. These components are considered as an evolution of the current supply chain policy, 
especially in the manufacturing industry. The important aspects of supply chain policy are quality management, procurement 
and customer relationship management, information technology and adjustment through delay activities. According to Shraah 
et al. (2022), exchange of information between trading partners in supply chains, mass adjustments and delays are important 
supply chain policies that ensure a well-integrated supply chain. Therefore, supply chain policy is considered as the perfect 
recipe for the success of many companies in different industries. There are six SCMP dimensions, namely, supply chain 
characteristics, customer service management, geographical proximity, SCI, timely capabilities, and information sharing 
(Alabdali & Salam, 2022). 
 
2.3 Competitive Advantage 
 
Competitive advantage is the extent to which an organization can create a position that can sustain the market as long as 
competitors remain. A company creates a competitive advantage through competitiveness or priority which is defined as the 
preferences or strategic aspects in which the business chooses to compete in the target market. By having a competitive 
advantage, the company will be able to survive to continue the life of the company. Absolute competitive advantage must be 
owned by the company/product to achieve product performance or success. The intense business competition requires 
companies to have a competitive advantage, otherwise the company cannot last long. Competitive advantage in an 
organization can be obtained by paying attention to superior value for customers, culture and climate to increase efficiency 
and effectiveness. Judging from many previous studies, competitive advantage itself has two different but interrelated 
implications. The first emphasizes excellence or excellence in terms of company resources and capabilities. Companies that 
continue to pay attention to the development of their performance and strive to improve their performance have the opportunity 
to achieve a competitive position. Indeed, a company that has strong capital must continue to compete with other companies. 
Sutduean et al. (2019) stated several indicators used to measure competitive advantage, namely uniqueness, scarcity, not easily 
imitated, not easily replaced, and competitive prices. This uniqueness is a combination of artistic value and customer taste. 
Competitive price is the company's ability to adjust product prices to general prices in the market. Competitive advantage 
basically develops from the value an organization can create for its buyers that exceeds the organization's costs of creating it. 
Value is something buyers are willing to pay for, and superior value comes from offering a lower price than competitors 
offering comparable benefits or providing unique benefits that more than offset the higher price. This is more directed at how 
organizations can create goods that can be given a higher value than the costs incurred, and consumers must feel that by 
buying goods from the organization, consumers feel the benefits are greater than the value of the sacrifices incurred. 
Competition is a condition that needs to be considered by every organization, so the organization must have a strategy that 
can be used as a weapon in winning the existing competition. Sustainable competitive advantage is the direction of 
organizational strategy, which is not an end, but is a tool to achieve organizational goals, namely organizational performance 
that generates relatively high profits. So, the point is that besides the organization having a competitive advantage that aims 
to win the competition in the business environment, the organization also uses competitive advantage to achieve the desired 
organizational performance goals. Difficult to replace means proper replacement is not possible (Soemadi et al., 2022). 
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3. Hypothesis Development 
 
3.1 Effect of Supply Chain Policy on Logistics Integration 
 
Several previous studies have found that supply chain policy has a positive and significant effect on logistics integration. 
Sutduean et al. (2019) observed that supply chain practices facilitate logistics capabilities and logistics integration. The role 
of SCM practices such as strategic supplier partnerships, customer relations and information sharing in logistics integration 
is very important. For example, the literature reveals how it is impossible to achieve integrated logistics capabilities without 
cooperation at all levels within a company and among the companies that make up the supply chain. Reklitis et al. (2021) 
suggested that SCM practices such as cooperation, coordination and communication lead to integrated logistics capabilities. 
Likewise, Basheer et al. (2019) found that supply chain linkages make logistics integration effective. Based on the description 
above, the hypothesis proposed is: 
 
H1: Supply chain policy has a positive effect on logistics integration. 
  
3.2 Effect of Logistics Capability on Logistics Integration 
 
Previous studies found that logistics capability has a positive and significant effect on logistics integration. According to 
Biswas et al. (2020), the integration of capabilities not only helps in adapting to the business environment but also shaping it 
through response to changes and opportunities. With globalization and cross-border transactions, logistics capabilities are 
renowned for successful integration. According to Alabdali and Salam (2022), logistics personnel have the unique ability to 
actively coordinate with other functions within the company and extend logistics externally to combine customers and 
suppliers. Based on the description above, the hypothesis proposed is: 
 
H2: Logistics capability has a positive effect on logistics integration. 
 
3.3 Effect of Supply Chain Policy on Competitive Advantage 
 
Several previous studies have found that supply chain policy has a positive and significant effect on competitive advantage. 
According to Chang et al. (2022), SCM practices have an impact on company performance and competitive advantage through 
price or cost, quality, delivery dependability, time to market, and product innovation. Previous studies have shown that SCM 
practices such as strategic supplier partnerships can increase competitive advantage through improving supplier performance 
and reducing time to market. Biswas and Anand (2020) confirm that there is a strong relationship between supply chain 
practices and competitive advantage. Finally, recent research has emphasized that SCM practices such as buyer-supplier 
relations, information sharing and customer relationship management influence various aspects of competitive advantage. 
Based on the description above, the hypothesis proposed is: 
  
H3: Supply chain policy has a positive effect on competitive advantage. 
 
3.4 Effect of Logistics Capability on Competitive Advantage 
 
According to Wang et al. (2020), logistics capabilities such as demand management and information management capabilities 
allow companies to differentiate their logistics activities from competitors. Demand management capabilities are customer-
focused capabilities that enable companies to meet specific customer expectations by providing differentiation through unique 
value-added activities.  According to Rizki et al. (2022), logistical capability, if properly managed, can become a core 
competency for companies geared toward achieving competitive advantage and performance. Based on the description above, 
the fourth hypothesis of this study is: 
 
H4: Logistics Capability has a positive effect on competitive advantage. 
 
3.5 The Effect of Logistics Integration on Competitive Advantage 
 
Previous studies found that Logistics Integration has a positive and significant effect on Competitive Advantage. According 
to Ebenezer and Zhuo (2019), the company's resources can be a source of competitive advantage. Integrating logistics 
externally to include customers and suppliers can yield benefits such as asset productivity, operational effectiveness, and 
increased customer value. Integration of logistics capabilities is said to be a prerequisite for successful performance in a 
competitive environment through lowering overall company costs, improving customer relationships and delivering superior 
customer value. Based on the description above, the fifth hypothesis of this study is: 
 
H5: Logistics integration has a positive effect on competitive advantage. 
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4. Method 
 
This research is quantitative and the measurement method uses structural equation modeling (SEM) analysis using SmartPLS 
4.0 software to analyze the influence of supply chain policies, logistical capabilities, on logistics integration and competitive 
advantage. The research data was obtained from distributing online questionnaires via social media. The questionnaire was 
designed using a Likert scale of 7. The respondents used in this study were UKM owners who were determined through simple 
random sampling. The online questionnaire was distributed to 490 UKM owners. The stages of data analysis are validity test, 
reliability test and significance test or hypothesis test. Fig. 1 demonstrates the summary of the structure of the proposed model. 
 

 
Fig. 1. Research Model 

 
Variables Indicators: 
 
Supply Chain Policy Supply chain policy is assessed as a function or operational activity of an organization or company that 
determines the effectiveness and efficiency of its supply chain. Several components of the supply chain policy include supplier 
partnerships, information sharing, process flows and outsourcing.  
 
Supply chain policy indicators are as follows: Technical capability, Structural capability, Logistical capability Logistical 
capability Logistical capability is part of the company's resources including all assets, competencies, organizational processes, 
company attributes, information, knowledge, etc. which make it possible to understand and implementing strategies that 
increase efficiency and effectiveness.  
 
Logistics capability indicators are as follows: Logistics Efficiency Assessment, Research on Logistics Effectiveness Logistics 
Integration In the context of logistics and SCM. 
 
Logistics integration indicators are as follows: Logistics activities between respondent companies and supply companies are 
well coordinated. Respondent companies' logistics activities are well integrated with supply company logistics activities, 
Respondents integrate logistics activities that are integrated with their suppliers, Respondent company's logistics integration 
with suppliers is supported by distributors' reliable and also good warehousing facilities. The distribution of goods inside and 
outside the respondent's company is well integrated with suppliers Competitive Advantage Competitive advantage is the 
extent to which the organization is able to create a position that can support the market as long as competitors remain. 
 
The indicators of competitive advantage are Cost Leadership, Customer Service, Innovative Marketing Technology and 
Differentiation. 
 
5. Result and Discussion 
 
5.1 Convergent Validity Testing 
 
The indicator is considered valid if the relationship it has is more than 0.7. If the research is explanatory, the indicators used 
are 0.6 to 0.7 (Purwanto et al., 2021). Based on Fig. 2, the value of all indicators is greater than 0.7 so that all indicators are 
concluded to be valid. 
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Fig. 2. Validity and Reliability testing 

 
 
5.2 Discriminant Validity Test Results 
 
The AVE value can be said to be good if the value per variable is > 0.5. Table 1. Shows discriminant validity has met the 
AVE value. 
 

Table 1  
Validity and Reliability testing 

Variable Cronbach Alpha Rho A CR AVE 
Supply chain policy  0.913 0.926 0.909 0.864 
Logistics Capability  0.910 0.923 0.917 0.809 
Logistics integration  0.91360 0.934 0.929 0.831 
Competitive advantage 0.918 0.912 0.912 0.832 
 

The recommended discriminant validity of all of variables have maintained AVE values > 0.5, which means that it has met 
the discriminant validity criteria. 
 

5.3 Cronbach's Alpha Test Results 
 
Cronbach's alpha is good if the value is ≥ 0.7. All variables have Cronbach's Alpha  ≥ 0.7. The results show that the form of 
the variables above meets Cronbach's Alpha and it means that the reliability is strong. 
 

5.4 Composite Reliability Test Results 
 
Composite reliability is good if the value is ≥ 0.7. All variables have CR value greater than 0.7, which means they have good 
reliability since they have reached the criteria of composite reliability. 
 

5.5 Hypothesis Testing 
 
Fig. 3 and Table 3 present the summary of the results.  

 
Fig. 3. Hypothesis Testing 
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Table 3  
Hypothesis Testing 

Correlation P Value Result 
H1: Supply chain policy → Logistics integration. 0.000 Supported 
H2: Logistics capability →  Logistics integration 0.000 Supported 
H3: Supply chain policy →  Competitive advantage 0.001 Supported 
H4: Logistics Capability →  Competitive advantage 0.003 Supported 
H5: logistics integration →  Competitive advantage 0.001 Supported 
 

 
Effect of supply chain policy on logistics integration 
 
Based on the results of data processing, it was found that supply chain management has proven to have a positive and 
significant influence on logistics integration in SMEs. The result is consistent with the result stated by Saragih et al. (2020), 
Shraah et al. (2022); Haris and Kusuma (2023) and Sutduean et al. (2019). Thus, there is a significant positive effect between 
supply chain management and logistics integration. Supply chain relationships make logistics integration more effective. This 
happens because if SMEs improve SCM practices such as exchanging accurate information and strengthening relationships 
with other supply chain parties, SMEs will get an increase in logistics integration operations both internally and externally 
(Tarigan et al., 2021). Remondino et al. (2022) argue that the existence of supply chain management practices facilitates 
logistics capabilities and logistics integration. The role of SCM practices such as strategic supplier partnerships, customer 
relations and information sharing in logistics integration is very important. For example, the literature reveals how it is 
impossible to achieve integrated logistics capabilities without cooperation at all levels within a company and among the 
companies that make up the supply chain. Supply chain management and logistics will determine how quickly the company 
is able to provide products that are close to its customers according to the chosen marketing channel, and how quickly the 
company is able to fulfill orders from consumers, and how cost-efficient is the distribution of products from the company's 
factories or warehouses to consumers. end. This distribution fee structure includes trading costs and transportation costs. 
 
Effect of logistics capabilities on logistics integration 
 
Based on the results of data processing carried out, it was found that logistics capability proved to have a significant effect on 
logistics integration. This suggests that SMEs that improve their information management and demand management 
capabilities are likely to achieve greater internal and external integration of their logistics activities. Yusuf and Soediantono 
(2022) also found that companies with well-developed capabilities can ensure good logistics integration with suppliers and 
customers. 
 
The influence of supply chain management on competitive advantage 
 
Based on the results of the analysis it was found that supply chain management has proven to have a positive and significant 
effect on competitive advantage. This result is similar to that found by Remondino and Zanin (2022) which significantly 
predicts competitive advantage. Research conducted by Siagian et al. (2021); Sutduean et al. (2019) also show results where 
higher level of SCM practices will increase competitive advantage in improving company performance. SCM practices will 
increase competitive advantage through price/cost, quality, delivery reliability, time to market, and product innovation. 
Companies need to consider supply chain issues to ensure that the supply chain supports the company's strategy. If the 
operations management function supports the overall company strategy, then the supply chain is designed to support the 
operations management strategy. Facilities and costs required to meet consumer needs, with the aim of achieving minimum 
costs and maximum service levels are all considered in supply chain management. Competitive advantage refers to the extent 
to which an organization can build a defensible position over competitors. Companies can pursue either cost leadership or 
differentiation strategies to achieve competitive advantage. Then, several authors suggest different dimensions of competitive 
advantage. There are five dimensions: competitive price, premium price, quality value to customers, reliable delivery, and 
production innovation. The most used dimensions of competitive advantage include price/cost, quality, delivery dependability, 
product innovation, and time to market.  
 
The effect of logistical capabilities on competitive advantage 
 
Based on the results found, it can be concluded that logistics capability has a significant influence on competitive advantage. 
This result supports the results found by Sutduean et al. (2019) where there is a positive but insignificant relationship between 
logistics capability and competitive advantage. This implies that SME relationships and the integration of information and 
logistics with customers may not cause significant variations in their competitive advantage.  
 
The effect of logistics integration on competitive advantage 
 
From the results obtained, it can be concluded that logistics integration has a significant effect on competitive advantage. This 
is in line with the findings obtained by Siagian et al. (2021) and Sutduean et al. (2019). This might happen because there is 
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still low integration between SMEs and suppliers so that logistics integration has not fully impacted the competitive advantage 
of SMEs.  
 
Supply chain management and logistics will determine how quickly the company is able to provide products that are close to 
its customers according to the chosen marketing channel, and how quickly the company is able to fulfill orders from 
consumers, and how cost-efficient is the distribution of products from the company's factories or warehouses to consumers. 
This distribution fee structure includes trading costs and transportation costs. Logistics capabilities that continue to increase 
will be able to provide benefits in reducing costs. Through the existence of logistical capabilities will be able to create 
differentiation. From this study it was found that logistics capabilities make a major contribution to corporate strategy, 
logistics performance, and competitive advantage. Therefore, conceptual studies regarding the development of collaboration 
and information sharing between freight forwarders and their business partners are very important to research. Logistics 
capability aims to create differentiation or uniqueness of a company, which was found in previous research that logistics 
capability can make a major contribution to corporate strategy, logistics performance, and competitive advantage. There are 
several indicators that measure the magnitude of logistics capability. Unique services have strategic added value. Value added 
is the term given to describe the economic value added to a product or service offered to consumers. Competitive advantage 
basically develops from the value an organization can create for its buyers that exceeds the organization's costs of creating it. 
Value is something buyers are willing to pay for, and superior value comes from offering a lower price than competitors 
offering comparable benefits or providing unique benefits that more than offset the higher price. This is more directed at how 
organizations can create goods that can be given a higher value than the costs incurred, and consumers must feel that by 
buying goods from the organization, consumers feel the benefits are greater than the value of the sacrifices incurred. 
Competition is a condition that needs to be considered by every organization, so the organization must have a strategy that 
can be used as a weapon in winning the existing competition. Sustainable competitive advantage is the direction of 
organizational strategy, which is not an end in itself, but is a tool to achieve organizational goals, namely organizational 
performance that generates relatively high profits. So, the point is that besides the organization having a competitive advantage 
that aims to win the competition in the business environment, the organization also uses competitive advantage to achieve the 
desired organizational performance goals. 
 
For an organization to be able to compete and have good organizational performance, it must be supported by implementing 
supply chain management. Supply chain management is a set of approaches to streamline the integration of suppliers, 
manufacturers, warehouses, and storage, so that goods are produced and distributed in the right quantities, in the right 
locations, at the right time to minimize costs and provide satisfactory service to consumers. Supply chain management is an 
organizational network that involves upstream and downstream relationships in different processes and activities that provide 
value in the form of products and services to consumers. Competitive advantage basically grows from the value or benefits 
that a company can create for its buyers that are more than the costs that the company must incur to. This value or benefit that 
buyers are willing to pay for, and superior value comes from offering a lower price than competitors' prices for equivalent 
benefits or offering unique benefits that exceed the price offered. To improve Indonesia's logistics performance, several 
strategic initiatives need to be undertaken namely the integration of multimodal transportation networks through the alignment 
of road infrastructure, railroads, and ports to facilitate access for land transportation to air and sea transportation. 
Simplification of logistics transportation documentation and communication through the application of ICT for logistics 
transportation planning and control. transportation companies, freight forwarding companies and companies to provide 
efficient logistics service solutions. The demand for infrastructure is not only about quality, but also about capacity and 
connectivity. Logistics activities expect infrastructure that can become the backbone of efficient transportation operations 
with good quality. It is a challenge for the Government, BUMN, and the private sector to provide and manage logistics 
infrastructure, so that it can improve logistics performance nationally to create national competitiveness, especially for the 
competitiveness of Indonesian products, both to seize market opportunities domestically and internationally. 
 
6. Novelty, Theoretical, Practical and Managerial Implications 
 
The novelty of this research was to consider the effects of logistics capabilities and supply chain policies on logistics 
integration and competitive advantage in SMEs organizations. The theoretical implication of this research was to support 
previous theories that logistics capability and supply chain policy play a role in encouraging increased logistics integration 
and encouraging increased competitive advantage in SMEs organizations. The practical implication of this research is the 
management of SMEs to implement logistics capability and create and implement supply chain policies to encourage increased 
logistics integration so that it would increase competitive advantage. The results of this study are expected to provide 
knowledge about how supply chain policy and logistics capability influence logistics integration and competitive advantage 
in SMEs. The results of this study are expected to provide input for the performance of SMEs regarding the importance of the 
influence of supply chain policy and logistics capability on logistics integration and competitive advantage in SMEs.  This 
research contributes to the contribution of information for the development of scientific principles, especially management. 
This study contributes to reference material and comparisons in the development of subsequent studies related to the Influence 
of Supply Chain Policy and Logistics Capability on Logistics Integration and Competitive Advantage in SMEs.  
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7. Conclusion 
 
Based on the results of research and discussion on the influence of supply chain management, logistics capability on logistics 
integration and competitive advantage in SMEs, it can be concluded that supply chain management has a positive and 
significant influence on logistics integration. Logistics capabilities have had a positive and significant influence on logistics 
integration, and this supports the second hypothesis. Supply chain management has proven to have a positive and significant 
influence on competitive advantage. Logistics capability has had no significant effect on competitive advantage. Also, 
logistics integration has had no significant effect on competitive advantage.  
 
According to our findings, SMEs should start developing strategies to build better integration with suppliers. They can carry 
out good supply chain management by improving facilities and technologies to compete with other companies in this 
millennial era. SMEs are expected to continue to improve their competitive capabilities both in terms of price, customer 
service, innovative technology, and product uniqueness so that they could continue to survive and compete, especially in the 
same industry and improve company performance through customer satisfaction.  
 
Future research is expected to expand this research by conducting research on manufacturing, service and retail industries that 
have formally implemented SCM practices. 
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