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 Supply chain management (SCM) plays a major role in allowing manufacturing companies to 
achieve competitive advantage. However, only few studies have been investigated in 
manufacturing industry, particularly on the relationship between SCM drivers and competitive 
advantage. Therefore, the objective of this study is to explore the impact of supply chain 
management drivers on competitive advantage in Vietnamese manufacturing companies. By 
adopting the exploratory factor analysis (EFA), a multiple regression analysis, the author finds 
out that the SCM drivers including facilities, inventory, transportation, information, sourcing 
and pricing are strongly related to competitive advantage in the manufacturing. The results 
contribute to the current literature on supply chain and they are essential for supply chain in 
manufacturing industry by acknowledging the influence of SCM drivers on competitive 
advantage. 
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1. Introduction 

In an integrated economy, Vietnamese manufacturing companies are not only in competition with each other but also with 
foreign companies. Competition in the global market is becoming so tough that manufacturing companies are facing more 
pressure which requires the reduction on cost, improvement in product quality and customer satisfaction. They are required 
to ensure prompt manufacture, comprehensive quality control in the aim of improving quality, enhancing performance and 
minimizing delivery time. In the context of a tough competition, companies start to recognize potential benefits and 
importance of supply chain management. Nowadays, more attention is devoted on supply chain management in order to 
improve company competitive advantage, control an effective cost as well as achieve customer satisfaction. Therefore, 
supply chain management (SCM) is really essential in enabling manufacturing companies gaining competitive advantage 
through maximizing customer values (Kamath 2016). More than that, Christopher (2016) interestingly stated the key role 
of SCM in the achievement of competitive advantage. It is necessary for manufacturers to gain competitive advantage 
through innovative ideas and solutions. As suggested by Mazlan and Ali (2006), if a problem of product delay occurs, the 
management has to oversee its causes and guarantee the proper implement of SCM to minimize the loss in value. Those in 
the middle management should take action with all levels of upstream and downstream suppliers as well as take 
responsibilities to ensure that the promised product or service will be delivered on time. SCM has emerged as a keystone to 
manufactures due to the fact that the current competitive world is driven by globalization (Rusli et al., 2013). SCM has 
become one of the most important means for manufactures to gain competitive advantage. 

In the current globalized economy, supply chain management is a key factor in operation of companies generally and 
Vietnamese companies specifically. In particular, Vietnam is a manufacturing base of a number of high-valued industrial 
products namely textiles, cellphones, industrial steel, tea and coffee. The effective utilization of SCM will improve 
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performance in Vietnamese manufacturing industry. SCM then becomes a key factor which enables Vietnamese 
manufacturing companies to gain competitive advantage in the competition and boost the company growth. However, they 
are still facing many challenges in the utilization and improvement of SCM. In fact, very few theoretical and practical 
studies explore the correlation between supply chain management and competitive advantage in Vietnam. The analysis of 
this relationship is thus vital in enhancing competitive advantage of Vietnamese companies. This study investigates the 
impact of SCM drivers on competitive advantage of Vietnamese manufacturers. The paper adds to the existing literature 
and provides first evidence on the nexus between SCM drivers and competitive advantage in Vietnam.  

2. Literature review 

According to Lambert et al. (1998), supply chain is a network between its participants to distribute a product or service. 
Chopra and Meindl (2001) stated that supply chain consists of all stages which are directly or indirectly involved in 
satisfying customer needs. Janvier-James (2012) defines supply chain as a group of manufacturers, suppliers, distributors, 
retailers and transportation, information and other logistics management service providers that are engaged in providing 
goods to consumers. A supply chain includes both external and internal associates for the company. In short, supply chain 
comprises all groups and people participating, directly or indirectly, in fulfilling customer needs. The 1980s are marked as 
the origin of the term “supply chain management” which was initially believed to involve the management of purchase, 
warehouse and transportation in supply chain. This concept was later expanded as the management of all functions in supply 
chain (Chopra & Meindl, 2001). According to Janvier-James (2012), supply chain management consists of the design and 
management of all activities involved in sourcing and purchasing, transformation, and all logistics management. It also 
includes the coordination and partnership with other partners which can be suppliers, mediators, third party service suppliers 
and customers. Basically, supply chain management combines supply and demand management within and across 
participants. 

In this study, the author examines the influence of SCM drivers on company competitive advantage. The effective utilization 
of SCM drivers will improve company performance, thereby raising their competitive advantage. The SCM drivers include 
facilities, inventory, transportation, information, sourcing and pricing which mutually associate and support in improving 
how companies perform (Shahzadi et al., 2013). By their analysis, Matthew and Othman (2017) also confirmed on the 
relationship between the six SCM drivers and company competitive advantage. The findings, however, only revealed the 
significant influence of variables namely inventory, transportation, information and pricing on competitive advantage in 
Malaysia.    

Six drivers of SCM  

- Facilities:  

Facilities are defined as where a product is stored, assembled and produced. More efficient management on facility role, 
ability and flexibility exerts a positive influence on performance of supply chain (Shahzadi et al., 2013). What primarily 
required here is to be more efficient and responsive. Manufacturers with warehouse facilities near to customers creates 
responsiveness to client needs but a poor performance due to a higher cost for warehousing. On the other hand, 
manufacturers who build less warehouses at main locations perform more effectively but respond more slowly to customer 
needs (Chopra & Meindl, 2007). Facility decisions are regarded to be strategic because of its long-term impact on company 
finance. They also demonstrate the company basic initiative on its product development and distribution. According to 
Chotipanich (2004), facility decisions contribute to the success or failure of an organization. Matthew and Othman (2017) 
also considered the correlation between facility decisions and competitive advantage in manufacturing companies. The 
study, however, could not find the significant impact of facilities on competitive advantage of manufacturers. In Vietnam, 
facilities are expected to positively affect company competitive advantage. Therefore, the hypothesis is suggested as 
follows: 

H1: Facilities positively affect competitive advantage in the manufacturing industry. 

- Inventory:  

Hugos (2011) defined inventory as comprising raw materials, semi-finished and finished goods stored through supply chain 
by manufacturers, distributors and retailers. It is necessary for the management to decide the inventory to balance the 
responsiveness and effectiveness. Huge inventory allows companies to quickly meet changes in customer needs. However, 
larger inventory leads to a considerable cost, which influences the efficiency (Chopra & Meindl, 2007). Inventory decisions 
are essential in managing the relationship between customers and suppliers. Matthew and Othman (2017) highlighted that 
inventory is a crucial factor in achieving competitive advantage in the manufacturing industry. In Vietnam, it is expected to 
exist a positive correlation between inventory and competitive advantage in manufacturers. Thus, the following assumption 
is suggested:    

H2: Inventory positively affects competitive advantage in the manufacturing industry. 

- Transportation:  

Hugos (2011) stated that transportation is the movement of everything, from raw materials to finished goods, between 
different locations in supply chain and a balance between responsiveness and effectiveness which is shown by choosing a 
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means of transportation. Hugos (2011) also emphasized that transportation plays a crucial in the supply chain in delivering 
products to customers promptly. Nowadays, successful managers of supply chain need to have a broader view on the role 
and responsibilities of the transportation management (Somuyiwa, 2010). Matthew and Othman (2017) also found the 
significant correlation between transportation and competitive advantage in manufacturers. In Vietnam, the author expects 
that there exists a positive influence of transportation on competitive advantage in the manufacturing industry. Hence, the 
hypothesis is proposed as follows:    

H3: Transportation positively affects competitive advantage in the manufacturing industry. 

- Information:  

Information is a keystone upon which to make decisions on the other four SCM drivers including inventory, facilities, 
transportation and sourcing (Hugos, 2011). This driver helps increase the ability in information processing of suppliers in 
order to support more relations, thereby reducing uncertainty and boosting the performance of supply chain (Subramani, 
2003). The study of Matthew and Othman (2017) also reported the link between information and competitive advantage in 
manufacturers. In Vietnam, information is anticipated to exert a positive influence on competitive advantage in the 
manufacturing industry. Therefore, the assumption is suggested as follows:    

H4: Information positively affects competitive advantage in the manufacturing industry. 

- Sourcing:  

Sourcing is a necessary activity to acquire the input for production (Hugos, 2011). Sourcing allows companies to choose 
the best supplier, thereby significantly affects supply chain performance. There are four key strategies adopted by 
manufactures to optimize their level of operations, namely focus, scaling with-out mass, disruptive innovation, and strategic 
repositioning resolve sourcing issues (Shahzadi et al., 2013).  In Vietnam, the author expects to exist a positive relationship 
between sourcing and competitive advantage in manufacturers. Therefore, the following hypothesis is suggested: 

H5: Sourcing positively affects competitive advantage in the manufacturing industry. 

- Pricing:  

Pricing is a big factor influencing purchase decision of consumers (Haniefuddin et al., 2013).  This affects the operation of 
supply chain management. There have been a big number of studies on pricing in supply chain management. Voeth and 
Herbst (2006) should be mentioned as first researchers analyzing pricing in supply chain management. Pricing is one of 
important factors helping gain competitive advantage. Matthew and Othman (2017) also established the correlation between 
pricing and company competitive advantage. In this study, pricing is anticipated to positively affect competitive advantage 
in the manufacturing industry. Hence, the hypothesis is suggested as follows:   

H6: Pricing positively affects competitive advantage in the manufacturing industry. 

3. Data and methodology 

3.1. Data 

There are 205 manufacturing companies involving in the study, including 55% of limited companies, 39% of joint-stock 
companies, 10% of private companies, 5% of FDI companies and 1% of government companies. This proportion is 
relatively similar to weighting in manufacturing companies classified by their business forms as reported in the company 
survey 2018 conducted by the Vietnam’s General Statistics Office, so it can reflect the overall characteristics quite 
accurately.     

 
Source: Suggested by the Author. 

Fig. 1. Descriptive statistics of participants 

3.3. Methodology 

Following the previous studies, the research model is developed as follows: 
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Com = β0 + β1 × Fac + β2 × Inv + β3 × Tra + β4 × Inf + β5 × Sou + β6 × Pri + ε 

Where:  

Dependent variable: Competitive advantage (Com). 

Independent variables: Facilities (Fac), inventory (Inv), transportation (Tra), information (Inf), sourcing (Sou), pricing 
(Pri). 

     
 Facilities (Fac)  H1   
     
 Inventory (Inv)  H2   
     
 Transportation (Tra)  H3   
    Competitive advantage (Com) 
 Information (Inf)  H4   
     
 Sourcing (Sou)  H5   
     
 Pricing (Pri)  H6   
     
 SCM drivers    

 
Source: Suggested by the Author. 

Fig. 2. Proposed theoretical model 

The study adopts the exploratory factor analysis (EFA), a multiple regression analysis, in order to establish the influence 
level of SCM drivers on competitive advantage in Vietnamese manufacturing companies. The exploratory factor analysis 
(EFA) is a technique of data reduction, allowing the extraction from observed variables into one or some latent variables 
(factors). This analysis also tests the convergence of observed variables in terms of each factor and its eigenvalue. Following 
the factor analysis, only the valid factors are included for the next analysis.   

4. Results and Discussion 

4.1. Cronbach’s Alpha test  

Cronbach’s Alpha test is to examine the robustness and correlation among observed variables. Alternatively, this test is an 
evaluation of the reliability of the construct. This allows the elimination of inappropriate variables and constrain garbage 
value in the model. Particularly, only variable with the corrected item – total correlation being greater than 0.3 and alpha 
being greater than 0.6 is considered to be valid and included for the analyses (Nunnally & Burnstein, 1994). 

Table 1  
 Cronbach’s Alpha 

Observed variables Corrected Item-Total 
Correlation 

Cronbach's Alpha if 
Item Deleted Observed variables Corrected Item-Total 

Correlation 
Cronbach's Alpha if 

Item Deleted 
Facilities (Fac) Sourcing (Sou) 

Cronbach's Alpha = 0.610 Cronbach's Alpha = 0.787 
Fac1 0.37 0.575 Sou1 0.578 0.772 
Fac2 0.41 0.523 Sou2 0.71 0.628 
Fac3 0.478 0.418 Sou3 0.605 0.735 

Inventory (Inv)  Pricing (Pri) 
Cronbach's Alpha = 0.776 Cronbach's Alpha = 0.746 

Inv1 0.506 0.761 Pri1 0.607 0.625 
Inv2 0.612 0.704 Pri2 0.581 0.654 
Inv3 0.614 0.706 Pri3 0.538 0.711 
Inv4 0.592 0.715 Competitive advantage (Com) 

Transportation (Tra) Cronbach's Alpha = 0.772 
Cronbach's Alpha = 0.817 Com1 0.469 0.756 

Tra1 0.649 0.784 Com2 0.593 0.713 
Tra2 0.693 0.746 Com3 0.54 0.732 
Tra3 0.698 0.719 Com4 0.544 0.731 

Information (Inf) Com5 0.581 0.72 
Cronbach's Alpha = 0.791    

Inf1 0.56 0.761 

Source: Suggested by the Author. 
 

Inf2 0.592 0.744 
Inf3 0.532 0.778 
Inf4 0.744 0.675 

Cronbach’s Alpha coefficient test results show that the variables are accepted. Specifically, all variables possess total 
correlation of corrected item of greater than 0.3 and alpha of higher than 0.6. 
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4.2. Exploratory factor analysis (EFA) 

The exploratory factor analysis (EFA) enables the data reduction from observed variables into one or some latent variables 
(“factors”), so the author can explore new factors in the model or confirm on the appropriateness of the previous studies.  

Table 2  
EFA results of independent variables 

Factor loading Result Std. deviation 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.685 0.5 < 0.685 < 1 
Bartlett's Test of Sphericity (Sig.) 0.000*** 0.000 < 1% 
Cumulative % 66.282% 66.282% > 50% 
Eigenvalue 1.406 1.406 > 1 

Note: *** indicates significance at the 1% level.                                                                  Source: Suggested by the Author. 
 

Table 2 shows that the results of exploratory factor analysis on the independent variables are valid. In specific, KMO is 
0.685 (greater than 0.5), the eigenvalue is 1.406 (greater than 1), cumulative of variance reaches 66.282% (greater than 
50%), and the Bartlett test is significant at the 1% level. 

Table 3  
Rotated Component Matrix (independent variables) 

 Component 
1 2 3 4 5 6 

Information (Inf) Inf4 0.872      
Inf2 0.784      
Inf1 0.751      
Inf3 0.716      

Inventory (Inv) Inv2  0.798     
Inv3  0.785     
Inv4  0.769     
Inv1  0.721     

Transportation (Tra) Tra2   0.869    
Tra3   0.865    
Tra1   0.810    

Sourcing (Sou) Sou2    0.855   
Sou1    0.815   
Sou3    0.791   

Pricing (Pri) Pri1     0.838  
Pri2     0.834  
Pri3     0.763  

Facilities (Fac) Fac3      0.805 
Fac1      0.714 
Fac2      0.659 

Source: Suggested by the Author. 

Table 3 demonstrates there are 6 independent variables extracted comprising information (Inf), inventory (Inv), 
transportation (Tra), sourcing (Sou), pricing (Pri) and facilities (Fac). 

Table 4  
EFA results of dependent variables 

Factor loading Results Std. deviation 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.749 0.5 < 0.749 < 1 

Bartlett's Test of Sphericity (Sig.) 0.000*** 0.000 < 1% 
Cumulative % 52.584% 52.584% > 50% 

Eigenvalue 2.629 2.629 > 1 
Note: *** indicates significance at the 1% level.                                                                                             Source: Suggested by the Author. 

As can be seen from Table 4, the EFA on dependent variables show valid indices (KMO, Eigenvalue, Cumulative %). 
Further, the Bartlett test reveals the result is significant at the 1% level. 

Table 5  
Rotated Component Matrix (dependent variables) 

  Component 1 

Competitive advantage (Com) 

Com5 0.760 
Com2 0.759 
Com4 0.727 
Com3 0.725 
Com1 0.649 

Source: Suggested by the Author. 

As initially predicted, Table 5 indicates that the dependent variable of competitive advantage (Com) is extracted.  
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4.3. Estimated results of the model 

Based on the EFA results, the regression model is rewritten in the following equation: 

Com = β0 + β1 × Inf + β2 × Inv + β3 × Tra + β4 × Sou + β5 × Pri + β6 × Fac + ε 

Table 6  
Estimated results of the model 

Dependent variable: Competitive advantage (Com) 
Variables Coef. Sig. 

Information (Inf) 0.360*** 0.000 
Inventory (Inv) 0.352*** 0.000 
Transportation (Tra) 0.509*** 0.000 
Sourcing (Sou) 0.307*** 0.000 
Pricing (Pri) 0.354*** 0.000 
Facilities (Fac) 0.240*** 0.000 
N 205 
ANOVA (sig.) 0.000*** 

R-squared 67.3% 
Source: Suggested by the Author. 

Note: *** indicates significance at the 1% level. 
 

 
Source: Suggested by the Author. 

Fig. 3. Histogram 

Table 6 reveals that the model is significant at the 1% significance level. Alternatively, the estimated results are valid and 
utilizable. Also, R-squared is 67.3%, which represents that the independent variables can account for 67.3% of variation 
in competitive advantage (Com). Therefore, the estimated results take the following equation:   

Com = 0.360 * Inf + 0.352 * Inv + 0.509 * Tra + 0.307 * Sou + 0.354 * Pri + 0.240 * Fac 

Moreover, the results also reveal that: 
 The most significant determinant of competitive advantage in the manufacturing industry is Transportation (Tra) (β = 
0.509). This factor demonstrates the responsiveness and efficiency in selecting the transport mode. Manufacturers should 
pay more attention on transportation in supply chain management in order to ensure a timely delivery to customers. This 
result is in line with the results reported by Matthew and Othman (2017). 
 Information (Inf) is the second most substantial factor affecting company competitive advantage (β = 0.360). This driver 
shows how effectively information is used in making wise decisions on inventory, facilities, transportation and sourcing. 
This driver specially becomes more essential in the current period. This factor helps increase the information processing 
capacity of suppliers to support more relations, which in turn enables the supply chain participants to achieve competitive 
advantage. This corroborates the findings of Matthew and Othman (2017).   
 Pricing (Pri) is a considerable driver of competitive advantage in the manufacturing industry (β = 0.354). This result is 
in line with what is actually happening to the manufacturers. Pricing is one of significant factor affecting the purchase 
decision of customers. A suitable pricing policy can facilitate the companies in gaining competitive advantage. This finding 
is similar with those of Matthew and Othman (2017).    
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 The result also reveals the impact of inventory (Inv) on competitive advantage (β = 0.352). Manufacturing companies 
need to make decisions on inventory to meet customer demand timely and effectively, thereby improving competitive 
advantage. Inventory was adopted as a factor by Matthew and Othman (2017) but it was not significant with competitive 
advantage of a manufacturer.  
 Sourcing (Sor) is strongly related to competitive advantage (β = 0.307). The selection of a perfect supplier helps boosts 
the performance of supply chain, acquiring company competitive advantage. Good solutions of input bring manufacturers 
improvements in their products like prices, quality, thereby meeting growing demands of customers. Despite being included 
in the study of Matthew and Othman (2017), the correlation between sourcing and competitive advantage in the 
manufacturing industry was not significant.    
 Facilities (Fac) are also considerably correlated to competitive advantage (β = 0.240). A placement at an appropriate 
location which is convenient for transportation, or at a suitable scale required to meet customer demands will help the supply 
chain perform better and manufacturing companies acquire competitive advantage. Matthew and Othman adopted facilities 
as a factor of competitive advantage but their relationship was not significant in the manufacturing. 

5. Conclusions 

Table 7  
Results of testing hypotheses 

Hypothesis Results 
H1 Fac ⟹ Com Accepted 
H2 Inv ⟹ Com Accepted 
H3 Tra ⟹ Com Accepted 
H4 Inf ⟹ Com Accepted 
H5 Sou ⟹ Com Accepted 
H6 Pri ⟹ Com Accepted 

 
The study has considered the impact of supply chain management drivers on competitive advantage of Vietnamese 
manufacturing companies. By adopting the explanatory factor analysis, a multiple regression, the author explores that all of 
the SCM drivers including facilities, inventory, transportation, information, sourcing and pricing are significant in helping 
manufacturers achieve competitive advantage. The study contributes to the current literature of supply chain. The results 
have crucial implications on supply chain in the manufacturing industry by recognizing the impact of SCM drivers on 
competitive advantage, which helps managers recognize the role of SCM drivers in gaining company competitive 
advantage. 
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