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Abstract. This study aims to determine the impact of institutional pressure on
the performance of industrial organizations in Indonesia. This research yields
empirical findings that institutional pressure impacts livestock performance. This
research was carried out using a quantitative method using structural model anal-
ysis (SEM) based on survey data obtained from 120 companies in the industry
in Indonesia. Empirical results show that institutional pressure significantly influ-
ences collaboration and entrepreneurial orientation. Entrepreneurial orientation
positively and significantly influences collaboration. In addition, collaboration
positively and significantly influences the performance of industrial organizations
in Indonesia. The methods and results of this study are in line with the general
objective of the research to prove the institutional pressure factors that influence
the performance of server industry organizations. Researchers who observe this
research can be continued with similar research in other industrial contexts.

Keywords: institutional pressure · entrepreneurial orientation · collaboration ·
organizational performance

1 Introduction

Institutional pressure is understood as the unfavorable influence of the organization that
is obtained from institutions and limits organizational choices regarding their structure
and behavior (Moser, Winkler, Narayanamurthy & Pereira, 2020). Institutional pressure
has long been considered by scholars to be the main determinant of organizational action
(DiMaggio & Powell, 1983).

DiMaggio & Powell (1983) divided institutional pressure into three forms of pres-
sure, namely coercive pressure, mimetic pressure, and normative pressure. Coercive
pressure is pressure both formally and informally that comes from other organizations
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where there is dependence on it. Coercive pressure is in the form of formal or informal
pressure provided by other institutions where the organization depends on these insti-
tutions, such as organizations that have dominant resources and regulatory institutions
(Teo,Wei, &Bensabat, 2003). They usually formulate rules andmake requests that com-
panies must comply with because there will be rewards or sanctions. Mimetic pressure
is a situation where an organization imitates the practices of other organizations that
usually operate in the same industry and prove successful (DiMaggio & Powell, 1983).
Meanwhile, normative pressure is the existence of a standard or behavior for community
members determined by professional organizations and other social structures (Berrone,
Fosfuri, Gelabert, & Gomez-Mejia, 2013).

Previous literature has explained the impact of institutional pressure on collaboration.
The existence of institutional pressure (especially regulations) makes some companies
build collaborations because these companies realize that they are unable to achieve
organizational goals (Ramanathan, Bentley, & Pang, 2014; Vachon & Klassen, 2008).

Coercive pressure (customers) andmimetic pressure (competitors) play an important
role inmotivating organizations to use andutilize socialmedia technologies in the context
of agribusiness companies in China (Lin, Luo, Benitez, Luo, & Popoviˇc, 2021). Song &
Zhao (2021) found that institutional pressure will promote exploratory and exploitative
innovation in cluster firms. The results of this study prove that normative pressure plays
a more prominent role in promoting cluster company innovation.

Based on research by Franco & Haase (2013) it proves that innovation from
an entrepreneurial orientation tends to encourage entrepreneurship for collaboration.
Wittman, Hunt & Arnett (2009) emphasized that alliance performance is determined by
the extent to which the alliance creates new resources for the organization. When orga-
nizations obtain new resources from the actions of these alliances, it has the potential to
increase innovation and competitive advantage (Li, Jiang, Pei & Jiang, 2016).

Many studies have been conducted to investigate the relationship between collab-
oration and organizational performance from various perspectives. Flatten, Greve &
Brettel (2011) assesses that there is a significant influence between collaboration and
the performance of SME companies in Germany. In line with that, Lee’s research (2007)
confirms that strategic alliances increase success in creating new businesses in the con-
text of Biotechnology SME companies (Biomedicine, Bioagriculture, Biofood, Bio-
chemistry, Bioenvironment and Bioservices) located in Taiwan. The findings of Khalid
and Larimo (2012) reveal a positive and significant relationship between entrepreneurial
alliances and firm performance. In addition, Sarkar, Echambadi&Harrison (2001) found
that entrepreneurial alliances lead to superior firm market performance, especially for
small-scale firms.

Entrepreneurial orientation plays a role in improving firm performance (Zahra and
Covin, 1995; Rauch, Wiklund, Lumpkin, & Frese, 2009). The same thing was also
explained by Li, Huang, & Tsai (2009) that entrepreneurial orientation has a positive
effect on the knowledge creation process, which in turn positively affects company per-
formance. Kami-Sing Wong (2014) notes that entrepreneurial orientation contributes to
the success of newproducts by taking advantage of newbusiness opportunities. Li, Liu,&
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Zhao (2006) suggest that entrepreneurial orientation motivates organizations to aggres-
sively aim at launching product innovations, exploring opportunities and supporting new
product development activities.

2 Literature Review

A. Institusional Pressure

Institutions or agencies are defined as social structures that exert pressures, expectations,
and constraints on firm choices, including not only regulatory structures, government
agencies, laws, courts, and professions, but also interest groups and public opinion
(DiMaggio & Powell, 1983; Krell, Matook & Rohde, 2016; Meyer & Rowan, 1977;
Scott, 1987). Firm behavior is constrained by various external pressures because firms
are in the same and interconnected environment in which they must respond to external
demands and expectations in order to survive (Oliver, 1991). Based on an institutional-
based strategy perspective (Meyer and Peng, 2015; Peng, Wang, and Jiang, 2008), the
environment creates and governs the business in which firms operate and provides a
context for competition between firms. To achieve a competitive advantage, companies
cannot rely solely on the market environment. Companies must also have a non-market
strategy to compete. Effective management in achieving superior performance does not
only depend on the market environment but also the non-market environment (Baron,
2013).

In developing countries, companies must be careful because government regulations
often limit the level of investment by foreign companies. Under the institutional transi-
tion, multinational companies face uncertainty about the strategic actions that will bring
legitimacy in a changing context (Hwang &Gaur, 2009). Under moderate levels of insti-
tutional transition,multinational companies tend to take strategic positions to take advan-
tage of growth opportunities. Legitimacy is a central part of neo- institutionalism, which
indicates that organizations seek legitimacy to fulfill expected performance involving
regulatory and administrative systems (Meyer, Estrin, Bhaumik, & Peng, 2009). Legit-
imacy is not only a resource that benefits the organization but is a state in which the
organization is aligned and accepted by the three different institutional pillars (Scott,
2001). Therefore, the existence of a flexible legal framework and business formaliza-
tion incentive programs are very important for the possibility of business partnerships
(Pratono & Sutanti, 2016). However, as the intensity of institutional reforms increases,
companies tend not to adopt a wait-and-see strategy by reducing existing resources and
capabilities (Singh, Pattnaik, Gaur, & Ketencioglu, 2018).

There are three types of institutional pressures that affect organizational behavior
in various ways, namely coercive pressure, mimetic pressure and normative pressure
(DiMaggio & Powell, 1983). Firm behavior is constrained by various external pressures,
because they share the same environment and are interconnected, and firmsmust respond
to external demands and expectations in order to survive (Oliver, 1991).

Coercive pressure results as formal or informal pressure exerted by other organi-
zations on which they depend, such as resource dominant organizations and govern-
mental organizations (Teo, Wei, & Benbasat, 2003). They formulate rules and make
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requests with which companies need to comply, because these organizations can reward
or sanction companies for actions.

Mimetic pressure comes from uncertainty (Liang, Saraf, Hu, & Xue, 2007). When
companies are stuttering about technology or feeling uncertain about the environment,
they may imitate the choices and behaviors of other companies that have succeeded in
solving similar problems (DiMaggio & Powell, 1983).

Normative pressure arises from standards of appropriate behavior for network mem-
bers determined by professional organizations and other social structures (Berrone, Fos-
furi, Gelabert, & Gomez-Mejia, 2013). In contrast to coercive pressure, companies com-
ply with these norms due to soft constraints rather than mandatory force; for example,
they identify with these institutions and believe that compliance is beneficial to them
(Krell, Matook, & Rohde, 2016; Zhu, 2016).

B. Entrepreneurial Orientation

Most research on entrepreneurial orientation covers three dimensions, namely inno-
vation, proactivity, and risk taking (Kreiser, Marino, Kuratko, & Weaver, 2012; Wales,
2015). Within the framework of an entrepreneurial orientation, innovation refers to the
tendency for creative process activities, experimentation, and the introduction of new
products and services, thereby deviating from existing practices (Lumpkin & Dess,
1996; Rauch, Wiklund, Lumpkin, & Frese, 2009). Proactive refers to opportunity seek-
ing, forward-looking behavior that incorporates action on future needs and trends ahead
of competitors, thereby actively entering new product/market spaces, creating first
mover advantages, and seekingmarket leadership positions (Anderson,Kreiser, Kuratko,
Hornsby, & Eshima, 2014; Lumpkin & Dess, 1996; Wiklund & Shepherd, 2003). Risk
taking refers to the tendency to engage in high-risk activities with high chances of
returns, as well as in bold actions in uncertain environments (Covin & Slevin, 1989;
Rauch, Wiklund, Lumpkin, & Frese, 2009).

C. Collaboration

The term collaborationwas originally called a network (network),which later in busi-
ness terminology began to appear in themid-1980s. This concept focuses on understand-
ing the relationships between organizations (Halinen & Törnroos, 1998). Still accord-
ing to Halinen & Törnroos (1998), a business network is a structure of relationships
between companies that emerge and develop through a continuous interactive process.
Gray (1985) defines collaboration as a process of joint decision-making by key stake-
holders about the future and problem areas. Bititci, Martinez, & Parung (2004) define
collaboration as different organizations in which companies work together in equality,
commitment and trust in exchanging information, sharing activities and resources and
complementing each other’s capacities to the benefit of achieving common goals by shar-
ing risk, responsibility and reward. Meanwhile, Baringger & Harrison (2000) interfirm
alliances enable value creation through a combination of resources, knowledge sharing,
speed to market and access to foreign markets.
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D. Organizational Performance

Organizational performance is defined as a set of financial and non-financial indi-
cators that are able to assess the extent to which organizational goals and objectives
are achieved (Kaplan & Norton, 1992). Operationally, organizational performance is
defined according to Singh, Darwish, & Potočnik (2015) in terms of financial ratios,
for example return on assets (ROA), return on equity (ROE), market share, stock price,
growth, human resources (job satisfaction, commitment, etc.), organizational results
(productivity, service quality, new product development, etc.). Financial performance
indicators can be measured with the help of company reports or data published from the
stock exchange. Organizational performance can also be measured based on subjective
information collected from managers or other key informants by asking them to rate
the overall performance of the company such as: market share, profitability, innovation
efforts, employee performance and other attributes. Kunze, Boehm and Bruch (2013)
also assessed company performance using topmanagers’ perceptions of the financial sit-
uation, company growth, employee productivity, and employee fluctuation and retention
compared to their direct industry competitors.

According to Neely, Adams, & Kennerley (2002), organizational performance is
defined as the process of measuring the efficiency and effectiveness of past actions.
According to this definition, performance is divided into two components. First, effi-
ciency describes how the organization uses resources in production and services, namely
the relationship between the combination of real and ideal inputs to produce certain out-
puts. Second, effectiveness which describes the degree of achievement of organizational
goals. Effective performance measurement must be inclusive, universal, measurable
and consistent (Beamon, 1996). In diagnosing performance measurement is comparing
actual results with planning (Wouters, 2009).

3 Hypothesis

Previous literature has explained the impact of institutional pressure on collaboration.
The existence of institutional pressure (especially regulations) makes some companies
build collaborations because these companies realize that they are unable to achieve
organizational goals (Ramanathan, Bentley, & Pang, 2014; Vachon & Klassen, 2008).
Collaboration appears to address the increasing uncertainty of the business environment
(Gulati & Gargiulo, 1999). Collaboration will increasingly be able to implement or
comply with well-designed policies that suit the specific ecological, political and eco-
nomic situation of the affected area as well as the capacities of stakeholders (Cocklin,
Mautner, & Dibden, 2007). In order to move towards sustainable agriculture it will be
easier for collaboration especially in various situations, for example stable and prof-
itable prices (Carlberg, Holcomb, & Ward, 2003; Mburu & Wale, 2006), high demand
(Warner, 2007;Vuylsteke, Simoncini, & vanHuylenbroeck, 2008), and little competition
(Carlberg, Holcomb, & Ward, 2003).
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Hypothesis 1: Institusional Pressure has a positive effect on Collaboration
A company can translate institutional pressure into motivation towards radical inno-

vation in the context of manufacturing companies in China (Tang, Hu, Petti & Thürer,
2019). Coercive pressure (customers) andmimetic pressure (competitors) play an impor-
tant role in motivating organizations to use and utilize social media technologies in the
context of agribusiness companies in China (Lin, Luo, Benitez, Luo, & Popoviˇc, 2021).
Coercive pressure (customers) andmimetic pressure (competitors) play an important role
in motivating organizations to use and utilize social media technologies in the context
of agribusiness companies in China (Lin, Luo, Benitez, Luo, & Popoviˇc, 2021).

Hypothesis 2: Institusional Pressure has a positive effect on Entrepreneurial
Orientation

Based on research by Franco & Haase (2013) it proves that innovation from an
entrepreneurial orientation tends to encourage entrepreneurship for collaboration. Dick-
son and Weaver (1997) said that when a company faces an uncertain environment, the
company carries out an entrepreneurial orientation strategy which will then influence its
decision to collaborate. Several studies have shown how the role of entrepreneurship in
alliances affects firm market performance (Sarkar, Echambadi & Harrison, 2001) and
how alliance-driven technology entrepreneurship influences organizational performance
(Antoncica & Prodan, 2008). Wittman, Hunt & Arnett (2009) emphasized that alliance
performance is determined by the extent to which the alliance creates new resources
for the organization. When organizations obtain new resources from the actions of these
alliances, it has the potential to increase innovation and competitive advantage (Li, Jiang,
Pei & Jiang, 2016).

Hypothesis 3: Entrepreneurial Orientation has a positive effect Collaboration
Flatten, Greve & Brettel (2011) assesses that there is a significant influence between

collaboration and the performance of SME companies in Germany. In line with that,
Lee’s research (2007) confirms that strategic alliances increase success in creating new
businesses in the context of Biotechnology SME companies (Biomedicine, Bioagri-
culture, Biofood, Biochemistry, Bioenvironment and Bioservices) located in Taiwan.
The findings of Khalid and Larimo (2012) reveal a positive and significant relationship
between entrepreneurial alliances and firm performance. In addition, Sarkar, Echam-
badi & Harrison (2001) found that entrepreneurial alliances lead to superior firm market
performance, especially for small-scale firms.

Agricultural policies that include collaborative activities between public and private
actors, farmers, suppliers, consumers and research, will drive the progress of agricul-
tural processes (Baker, Caracciole, Doroszenko, & Suominen, 2016). Therefore, a much
more effective outcome that can be created is for third parties to seek solutions for effec-
tive policies and increase agricultural productivity. Research by Kim and Lee (2010)
shows that there is no direct relationship between system collaboration and strategic
collaboration on the performance of 18 information technology companies. But the two
collaborations affect the response of the supply chainwhich ultimately affects themarket
performance of the market.

Hypothesis 4: Collaboration has a positive effect Organizational Performance
Entrepreneurial orientation plays a role in improving firm performance (Zahra and

Covin, 1995; Rauch, Wiklund, Lumpkin, & Frese, 2009). The same thing was also
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explained by Li, Huang, & Tsai (2009) that entrepreneurial orientation has a positive
effect on the knowledge creation process, which in turn positively affects company per-
formance. Kam-Sing Wong (2014) notes that entrepreneurial orientation contributes to
the success of newproducts by taking advantage of newbusiness opportunities. Li, Liu,&
Zhao (2006) suggest that entrepreneurial orientation motivates organizations to aggres-
sively aim at launching product innovations, exploring opportunities and supporting new
product development activities.

Gomes, Seman, Berndt, & Bogoni’s research (2021) proves a direct relationship and
makes a positive and significant contribution to organizational performance. Hughes and
Morgan (2007) then emphasized that proactive and innovative attitudes have a positive
effect on organizational performance. Proactively encourages companies to anticipate
before market changes that enable companies to manage their market and shape the
direction of competition from time to time innovation then directs companies to pro-
duce new competitive offers to meet market needs by means of proactive scanning. Both
(proactive and innovative) can be powerful processes in achieving organizational per-
formance. Still according to Hughes & Morgan (2007) an entrepreneurial orientation
strategy is beneficial for newly developing companies.

Risk taking is one of the three key elements of entrepreneurial orientation, and
one that increases firm profitability (Miller, 1983). Risk-taking behavior provides the
benefits of innovation in technology, production and markets (Pratono, 2018; Rezaei &
Ortt, 2018) which can bring greater profits to companies (McKinley, Latham & Braun,
2014). Risk-taking behavior has a positive effect on the performance of companies with
high managerial abilities in the manufacturing industry (Simamora, 2021).

Hypothesis 5: Entrepreneurial Orientation has a positive effect Organizational
Performance

4 Methodology

This study was conducted in survey service company. The survey was conducted by an
online questionnaire Likert- scale-type indicators with response 1 (strongly disagree) to
5 (strongly agree). Prior to the distribution of the questionnaire and collecting data, the
instruments was tested and reviewed in advance by pre-test and discussions with experts.

Research model examination was conducted using variance-based SEM (Partial
Least Squares/PLS). The model were tested by: (i) Evaluation of the outer model or
models of measurement, to examine indicators of latent variables, and (ii) Evaluation of
inner models or structural models, to test the effect of one latent variable to other latent
variable (Hair, Sarstedt, Hopkins, & Kuppelwieser, 2014).

After the text edit has been completed, the paper is ready for the template. Dupli-
cate the template file by using the Save As command, and use the naming convention
prescribed by your conference for the name of your paper. In this newly created file,
highlight all of the contents and import your prepared text file. You are now ready to
style your paper; use the scroll down window on the left of the MS Word Formatting
toolbar.
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5 Result and Discussion

The survey has been carried out for eight weeks and the researchers managed to collect
120 empirical data from survey service company. Before hypotheses testing, validity and
reliability evaluation were performed to the research model. This study used indicator
reliability (minimum score of 0.4), discriminant validity, average variance extracted
(AVE, minimum score of 0.5), Cronbach’s Alpha (CA, minimum score > 0.6) and
composite reliability (CR, minimum score of 0.7) for validity and reliability evaluation.
The result of validity and reliability evaluation is described in Table 1.

Hypotheses testing were taken after ensuring all the indicators and dimensions are
valid and reliable. According to Hair et al (2014), hypotheses testing using SEM-PLS
is done by measuring the structural model that describes the relationship between latent
variables.

In thePLSSEManalysis, the significance anddirection of direct influence canbe seen
from the p value, t statistic and path coefficients connecting endogenous to exogenous.
If the p value is< 0.05 and the T statistic is> 1.65 (one tail t value), it can be concluded
that the exogenous variable has a significant effect on the endogenous variable with the
direction of influence according to the sign attached to the path coefficient. Furthermore,
if the p value is obtained > 0.05 and the T statistic is < 1.65 (one tail t value), then it is

Table 1. Assessment of Internal Consistency and Convergent Validity

Construct Cronbach’s
Alpha

Composite
Reliability

AVE

Collaboration 0.919 0.94 0.760

Entrepreneurial Orientation 0.984 0.986 0.793

Organizational Performance 0.954 0.964 0.817

Institutional Pressure 0.981 0.982 0.775

Table 2. Results of hypotheses testing

Hypothesis Path Coefficient T-Values P-Values

H1 Institutional Pressure →
Collaboration

0.540 8.343 0.000

H2 Institutional Pressure →
Entrepreneurial Orientation

0.722 20.261 0.000

H3 Entrepreneurial Orientation →
Collaboration

0.177 3.031 0.003

H4 Collaboration →
Organizational Performance

0.597 12.514 0.000

H5 Entrepreneurial Orientation →
Organizational Performance

0.323 5.370 0.000
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concluded that the exogenous variable has no significant effect on the endogen. Based on
the evaluation of the structural model, Table 2 can be concluded that the five hypotheses
are accepted.

In H-1 this study supports the research of Ramanathan, Bentley, & Pang, 2014;
Vachon&Klassen (2008) that the existence of institutional pressuremakes some compa-
nies build collaborations because these companies realize that they are unable to achieve
organizational goals. In h-2 this research supports the research of Tang, Hu, Petti &
Thürer (2019) which concludes the same thing that a company can translate institutional
pressure into motivation towards radical innovation in the context of manufacturing
companies in China.

In H-3 it also supports the research of Dickson & Weaver (1997) which shows
that when a company faces an uncertain environment, the company carries out an
entrepreneurial orientation strategy which will then influence its decision to collaborate.
On H-4 the research also supports research conducted by Greve & Brettel (2011) where
they explained the significant influence between collaboration and the performance of
SMEcompanies inGermany. InH-5 this study supports the research of Li, Huang,&Tsai
(2009) that entrepreneurial orientation has a positive effect on the knowledge creation
process, which in turn positively affects company performance.

6 Conclusion

This research empirically proves that internal and external organizational factors have
a positive effect on increasing the performance of alarm companies in Indonesia. This
study also found that institutional pressure affects organizational performance through
moderation of collaboration and entrepreneurial orientation. Among the three institu-
tional pressures, the highest pressure felt by the organization is mimetic and normative
pressure. The results of this study support a number of previous studies which have
found a significant influence link between institutional pressure and organizational per-
formance (Lin, Luo & Robert, 2019; Ramanathan, Bentley, & Pang, 2014; Vachon &
Klassen, 2008; Luo, & Luo, 2020; Tang, Hu, Petti & Thürer, 2019).

In addition, the effect of the discussion is the one that most influences organiza-
tional performance than entrepreneurial orientation. This also supports a number of
previous studies (Sarkar, Echambadi & Harrison, 2001; Flatten, Greve & Brettel, 2011;
Allaoui, Guo, & Sarkis, 2019; Pérez-Mesa, Piedra-Muñoz, Galdeano-Gómez, & Giag-
nocavo, 2021; Nha Trang, Nguyen, Pham, Anh Cao, Trinh Thi, & Shahreki, 2022). This
study mainly includes five points. First, institutional pressure influences partnerships
with company representatives towards entrepreneurial orientation and collaboration to
obtain optimal organizational performance. In particular, coercive pressure and norma-
tive pressure have a greater impact on collaboration and entrepreneurial orientation.
These findings state that three types of institutional pressure are important factors that
affect organizational performance in partner companies. Second, institutional pressure
encourages entrepreneurial orientation in the third dimension. Third, activation setup
has a significant positive effect on collaboration. Fourth, collaboration has a significant
positive impact on organizational performance. Fifth, the installation has a positive effect
on system performance. Entrepreneurial orientation as well as the risk dimensions used
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in this study (innovative, proactive, and taking) have been proven to be able to increase
average profit and increase sales volume growth in the last three years.

7 Limitation of Study

This research has limitations in the context of Indonesia which adheres to the Pancasila
economic systemwhere the government oftenmakes policies to control themarket econ-
omy. This research was conducted on various business fields in the livestock sector such
as poultry pens, cattle pens, meat processing, animal medicine, and feed rawmaterials so
that the institutional pressures felt were not the same in each business sector. This study
uses 5 Likert scales where the tendency of respondents to answer is doubtful so that it
reduces some of the information captured by the respondents. This is also known as the
central tendency effect. In the questionnaire, there are limitations related to the absence
of question items that are presented in reverse (reverse question). This is a potential risk
for respondents who only follow certain patterns in answering the questionnaire.
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