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1. Introduction

Supply chain management is a new managerial concept that provides values for
organization. Cigolini et al. (2004) stated the comtemporary context of competition mainly
in the supply chain level rather than individual firms. As a result, organizations should
acknowledge the mindset that they compete as the nodes of a chain against others.

Studies worldwide asserted the positive influences of SCM on improving competitive
advantage, or enlarging the organizational effectiveness, for instance, the study on the
relationship of the adaptability and the integration of supply chain, with the firm’'s
effectiveness (Sukati & Hamid, 2012); the influences of SCM tactics planning on the
effectiveness (Okongwu et al., 2016); or the investigation on the causal relationship of SCM
and organizational financial efficiency (Chang et al., 2016).

A number of research focused on SCM in particular SME sector including the study on
the features of SCM in SMEs (Chin et al., 2012; Gourova, 2010); research that aims to propose
a research model on SCM particularly in SMEs (Levy, 2001; Udomleartprasert, 2003); or the
studies on the benefits of SCM to SMEs (Chen & Paulraj, 2004; Lenny Koh, 2007; Nguyen,
2010; Chin et al., 2012).

A variety of studies has investigated the causal relationship of SCM to organizational
effectiveness. SCM is a complex concept, that involves an abundance of related actors
(Chopra & Meindl, 2014), confined the issues in both strategic and tactics level, even the
topic of collaboration and information & communication technology (ICT) application (van
der Vaart & van Donk, 2008). The complexity drew the attention of scholars to construct a
scale to measure the SCM practices in an organization (Tan, 2001; Li et al., 2005). On this
basis, in order to identify the limitations and remaining issues in practicing SCM, the studies
to contribute the empirical evidence on the status quo of SCM practices in organizations
were carried out (Olhager & Selldin, 2004; Sukati et al., 2011).

In Vietnam, the studies on SCM are still in the infant stage. Recently, this topic has raised
the interest among scholars in Vietnam, prominently including the studies on value chain
especially the agri- & aqua-cultural product value chain of Vo and Nguyen (2013) and Ha
(2012), or the research on the application of SCM in individual organizations or specific
industry by theses at master and PhD levels. However, the studies, following the worldwide
acknowledged scientific research methodology, to describe the degree of SCM in a firm or

to measure the influences of SCM on the organizational performance are in absence.

This study provides the firsthand empirical evidence in the field of SCM measurement
in Vietnam. The paper also concentrates in investigating the status quo of practicing SCM in
SMEs in Danang. The research findings contribute the foundations to progress the SCM
practices and promote the competitive advantage of SMEs. This study will be the profound
premise for ulterior studies on SCM in Vietnam.
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2. Literature review

2.1. Supply chain manangement in SMEs

Supply chain manangement (SCM) was established from the radical change of logistic
function. SCM was defined as the management of business activities, the management of
internal relationship, relationships with supplier, suppliers of suppliers, customers of the
entire chain and the general management over the chain (Harland et al., 1999). New and
Payne (1995) suggested SCM as the connection of organizational border-crossing processes
including the input supplying, production and the ending customers. Other scholars
extended the SCM concept to the aspect of recycling or reusing processes (Baatz, 1995; cited
in Tan, 2001); or focused on the potential management of suppliers as technical issues to
create the competitive advantage (Farley, 1997, cited in Tan, 2001). Overall, SCM is the
managment of directly or indirectly relevant unit, in order to satisfy the customer needs and
maximize the total value of the chain (Chopra & Meindl, 2014).

In terms of SMEs, SCM practices implementation maintains the differences in
comparison with large enterprises due to their size. Chin et al. (2012) proposed that SCM
practices within SME consist of both the difficulties and advantages in confrontation with
the sizeable firms. SME was supposed to be agile, with better adaptability to the business
environment. SMEs implemented SCM promptly due to the more simplistic structure,
flexibly adaptable culture (Gourova, 2010), nimble internal communication & cross-function
groups (Aragén-Correa & Alberto, 2008), and the ease in promotion and better developed
unofficial communication (Levy, 2001). SMEs were also agile in the adoption of renovation
and innovation (Acs, 1991), flexibility in enforcement, simplicity in management, and
internal co-operation (Lazarica, 2009). However, SMEs withstood the disadvantages in
terms of capacity in techniques and information, lack of knowledge and technical know-
how, and the tendency to be dependent on the suppliers (Ellegaard & Chris, 2006). The
drawbacks inhibited the SCM practices in SMEs. De Toni and Nassimbeni (1996) compared
the differences in implementing SCM between SMEs and sizeable enterprises based on five
elements, comprising: (i) competitive advantages; (ii) strategies; (iii, iv) external and internal
management structure; and (v) the purposes of SCM process. These differences laid the basis

for the researchers to suggest their models to investigate the SCM practices in SMEs.

Levy (2001) proposed a model based on the strategic objectives and the firm’s postition
in the relationship with the entire chain. Strategic objectives emphasized on the
organizational means of competition in the chain: low-cost or value added operations. The
firm’s postition in the relationship with the entire chain implied the organizational power
of negotiation over their customers (Kalafatis et al., 2000). The firm’s strategy on the chain
varied depending on these two elements. Udomleartprasert (2003) inferred the limited
negotiation capability of SMEs over the massive firms because of their size. The
collaboration of SMEs might be a solution to extend their power. Besides the alliances, SMEs
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can co-operate to establish the sharing hub of supplying, manufacturing, distributing, and
other resources.

2.2. Benefits of SCM to SMEs

The ultimate purpose of SCM is to supply the correct product, with the correct quantity
and quality to the correct customer, just in time with the correct price (Basher, 2010, cited in
Chin et al., 2012). In short term, the benefits of SCM to SMEs are to improve the effectiveness
of manufacturing as decreasing the inventory (Koh et at., 2007; Chin et al., 2012) to shorten
the production installation stage (Chen, 2004; Koh, 2007; Chin et al., 2012), to increase the
accuracy of forecasting (Mohanty, 2005), to enhance the productivity, reducing the cost of
manufacturing, improving the effectiveness of internal production (Chen, 2004; Koh et al.,
2007; Bidgoli, 2010). SCM facilitated the relationship of SMEs with their suppliers and
customers as promoting the co-operative relationship with the suppliers(Chen, 2004; Chin
et al., 2012); improvement in customer service and customer relationship (Chin et al., 2012);
enhancement in distribution processes; improving the punctuality in delivery and
shortening the delivering period (Chen, 2004).

Myriad studies emphasized the positive influences of SCM on SME performance. Choon
et al. (2002) clarified the effect of SCM enhancement on enlarging the market share and
customer satisfaction. Halley (2010) stated the inducement of SCM practices on maintaining
customer relationship in the study with Canadian SMEs. Sukati et al. (2011), in their study
in Malaysia, further elaborated the relationship of SCM practices on firm’s competitive
advantages. Recently, Chardine-Baumann and Botta-Genoulaz (2014) bolstered the benefits
of SCM practices not only on organizational performance but also on firm’s social
responsibilities.

2.3. Studies on SCM practices

It is challenging to conduct the studies that describe or measure SCM practices as SCM
is a complex procedure, involving a large number of actors, from the suppliers, to the
manufacturers, the distributors and the ending customers. In practical research, scholars
have suggested a considerable amount of models, in order to investigate the degree of SCM
practices in organizations. A selec few of empirical studies were characterized with the
integration of logistic and inventory management among partners (Alvarado & Kotzab,
2001); or the separate operations as purchasing, selection, supplier management, supplier
relationship (Banfield, 1994). Others described SCM with the firm'’s internal operations as
total quality management, efficient production management, internal integration (Tan,
Lyman, & Wisner, 2002; Pagell, 2004). Van der Vaart and van Donk (2008) reviewed the body
literature of SCM practice studies with 33 articles from the journals with high prestige and
summarized three dominant fields of research involving SCM, such as describing the
pattern of relationships among organizations, their suppliers and customer including the

supplier visting, meeting or direct interactions; supplier assessment and management;
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investigating the attitudes of the firms toward their customers and suppliers, involving
willingness to maintain the long-term relationship with supplier; the firm’s accountability
to the suppliers; and measuring practices including the tangible activities or techniques to

establish the relationship with the suppliers and customers.

Donlon (1996) initiated the revolution in studies on SCM practices with the definition of
SCM practices as the collaboration with suppliers, utilizing the external forces in order to
shorten the production cycle and facilitate the constant manufacturing, and information
sharing. Tan, Kannan, and Handfield (1998) indicated SCM practices as the purchasing
activities, quality management and customer relationship management. Tan (2001)
extended the concept of SCM practices to the integration of material flow, information flow
among suppliers, manufacturers and customers and the postponement of mass production.
Tan et al. (2002) asserted that SCM practices include the internal integration within the chain,
its characteristics, information sharing, customer relationship management, quality

management and just-in-time production capability.

Li et al. (2005) implemented the study in order to contribute a measurement of SCM
practices. According to these authors, SCM is a set of activities and techniques used to
effectively manage firm’s supply chain. SCM practice is a multi-array concept involving the
suppliers, customers and the internal part of an organization. The concept also considers the
common principles to establish the relationship with partners, the techniques used to
manage supply chain, measured by six factors: (i) strategic supplier partnership; (ii)
customer relationship; (iii) information sharing; (iv) information quality; (v) internal lean
practice; and (vi) postponement. Li et al. (2006) refined the scale by excluding the two
factors: internal lean practice and postponement. Lately, Lopes de Sousa Jabbour (2011)
analyzed the previous studies, integrated the available scale in an attempt to propose a
measurement of SCM practices with four factors: (i) supply chain integration; (ii)
information sharing; (iii) strategic relationship with customers and suppliers; and (iv)
support customer order.

Studies on SCM practices are favourable in the field of SCM research, especially in the
investigation into the influence of SCM on firm’s effectiveness.

3. Research method

3.1. Research sampling & methodology

Collecting data of SMEs, especially in Vietnam, is challenging. This is the issue that limits
the number of intensive studies on the operation of enterprise. The paper was contributed
by the mutual support with the New Enterprise Association in Danang, an association with
over 530 members from the top manager and leaderboard of local enterprise community, in
investigating the contemporary context of SCM practices among SMEs. The questionnaire
was handled in the form of a Google Docs application, and the links to the questionnaires
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sent by email. The response rate was not as high as estimated, with 173 out of 530 forms
issued.

3.2. Scales

SCM practices involves the tangible operations and techniques used in the supply chain,
for instance, data and information sharing, data transition within the chain, and co-
operation in planning or packaging (van der Vaart & van Donk, 2008). Literature review
indicated the lack of the studies that established a thorough scale to measure SCM practices
despite the abundance of studies on the influence on business performance by practicing
SCM. Within the scope of this paper, the scale is constructed based on the inheritance of the
essentials of the remarkable project by Li et al. (2005, 2006).

Initially, Li et al. (2005) proposed a model with six factors, including: (i) strategic supplier
partnership; (ii) customer relationship; (iii) information sharing; (iv) information quality; (v)
internal lean practice; and (vi) postponement. Li et al. (2006) modified the model by coming
up with four factors and excluding the factors of internal lean practice and postponement.
According to Li et al. (2006), SCM practices should concentrate on the relationship of the
firm with the upstream and downstream of the chain, rather than the internal factors.
Moreover, the factor practicing the internally simplified system was solely suitable for the
manufacturing business and the factor the postponement in manufacture was also
dependent on the type of product and market features (Fisher, 1997; Rawlinson, 1993; Pagh
& Cooper, 1998). “The postponement” corresponded with the product with high innovative
capability, high degree of specialization and small size of manufacturing and logistic
facilities (Li, 2006). Empirical evidence from this study also supports the scale of SCM
practice with four factors, comprising: (i) strategic supplier partnership; (ii) customer
relationship; (iii) information sharing; (iv) information quality. Recently, Lopes de Sousa
Jabbour (2011), based on the previous studies, synthesized the valid measurements into a
new scale with four elements including supply chain integration, information sharing,
strategic relationship with customers and suppliers, and support customer order.

As compared with the preceding studies, the scale contributed by Li et.al (2006) contains
the entire elements of SCM, from the upstream and downstream of the chain to the internal
matters. Literature review indicated 613 papers that adhered the essentials from the scale of
Li et al. (2005, 2006). A minority of scholars attempted to modified or even proposed the
completely distinctive scale but Li et al.’s scale of SCM practice was perceived as the widely
accepted model. For instance, Halley and Beaulieu (2010) proposed a model that exclusively
applied to the manufacturing firms. The measurement concentrated on the relationship of a
firm with its partners rather than the entire supply chain with the upstream and the
downstream actors. Lopes de Sousa Jabbour (2011) strove to establish a measurement of
SCM practice, following a proper scientific process. The measurement was appraised as a
simple integration of the previous scales, with the absence of practical deployment in SCM

practices studies.
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To be concluded, the paper exploits four factors from the study of Li et al. (2006) to
investigate the SCM practice, sharing the similar opinion with Li et al. (2006) that the factors
“1” and “2” are solely favourable for manufacturing organizations. These two factors were
also eliminated in many studies with the firms from the service industry such as Banerjee
and Mishra (2015) on SCM practices in Indian retail industry, Metilda and Vivekanandan
(2011) on SCM practices in retail supermarket in India, and Tan (2012) on the public hospital
service in Malaysia. In the context of this study, the sample comprises the enterprises from
the variety of industries, excluding those two factors corresponded with the disposition of
Li et al. (2006) and the preceding studies.

SCM practice measurement in this study is based on the study of Li et al. (2006) with four
factors including: (i) strategic supplier partnership, referred to the long-term relationship
between organizations and their suppliers; (ii) customer relationship, accounted the
feedback and complaint management from the customers; (iii) information sharing, inferred
as the limit and occupancy of information that is communicated to a single unit of the chain;
and (iv) quality of information considered the “accuracy, timeliness, adequacy, and

credibility” of the exchanged information.

4. Results

4.1. Sample statistical description

In terms of collecting data, the author co-operated with the New Enterprise Association
to handle the questionnaires. Sample included the managers and the board leaders of these
enterprises, who managed the entire aspects of SCM practices within firms. The responses
were 173 over 500 questionnaires issued. After excluding the inadequate ones, 148 eligible
questionnaires included three types of enterprise comprising private, limited and joint stock
company, in which most of them were small sized enterprise with less than 100 employees
(Figures 1, 2).
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4.2. Reliability of the scales

The paper utilizes the research model by Li et al. (2006) to measure SCM practices.
Results of Cronbach’s Alpha analysis are presented below:

Table 1

Assessment of reliability

Factors/Constructs Indicators Reliability (cr)
Strategic Supplier Partnership SSP 6 0.685
Customer relationship CR 5 0.690
Information Sharing IS 6 0.755
Information Quality IQ 5 0.897

Overall, four factors of the scale assured their reliability with the Cronbach’s Alpha
indicators 0.68. In order to evaluate the reliability of the scale, CFA analysis is employed
with Amos 16. With x=295.316; P=0.00; GFI=0.854; AGFI=0.818; NFI=0.779; RMESA=0.056;
results indicate the reliability of the scale in measuring the SCM pratices at enterprises in
Danang.

4.3. SCM practices in Danang SMEs
The average values of the indicators and factors are calculated in order to describe the

degree of SCM practices in Danang enterprises. Overall, the majority of average values are
significantly small, excluding the traditional forms of SCM practices as (SSP3), customer
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interaction (CR2), customer satisfaction measurement (CR4) with the average value over 3.

In terms of SSP, the enterprise solely considered selecting their supplier, without any
strategic collaboration with the suppliers. SSP5, SSP6 indicated the involvement of both
suppliers and organization with each other with 1.76 and 1.89 in value respectively. The
findings imply the possibly underlying reasons that informed the issues of SMEs in Danang
on the higher cost of input and unstable supply.

The “custormer relationship” indicators represent the value of approximately 3.0. This
value reflects the increasing awareness of enterprises on the role of customers. Business
organizations has been focusing on measurement and evaluation of the satisfaction, demand

and expectation of customers.

The information sharing of partners on the chain is the most fragile matter among SMEs
in Danang. Information sharing, on the collaborative activities, is not processed amid the
partners on the chains (IS4, IS5). The enterprises tend to operate independently, with the
lack of confidence, as a consequence, the information is supposed to be precious and needs

to be kept in secrecy.

Figure 3. Findings on SCM practices in Danang enterprises
Table 2e

Means value on SCM practices in Danang enterprises

Instruments Mean
ssp Strategic supplier partnership 2.80
SSP3 We consider quality as our number one criterion in selecting suppliers 3.32
SSP5 We regularly solve problems jointly with our suppliers 1.76
SSP6 We have helped our suppliers to improve their product quality 1.89

SSP7 We have continuous improvement programs that include our key suppliers 2.34
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SSP8 We include our key suppliers in our planning and goal-setting activities 2.59
SSP9 We actively involve our key suppliers in new product development processes 2.08
CR Customer relationship 2.79
CR2 We frequently interact with customers to set reliability, responsiveness, and 3.3
other standards for us
CR4 We frequently measure and evaluate customer satisfaction 3.08
CR5 We frequently determine future customer expectations 272
CR6 We facilitate customers” ability to seek assistance from us 3.02
CRS We periodically evaluate the importance of our relationship with our 288
customers
IS Information sharing 2.08
152 We inform trading partners in advance of changing needs 2.48
IS3 Our trading partners share proprietary information with us 2.20
51 Our trading partners keep us fully informed about issues that affect our 161
business
15 Our trading partners share business knowledge of core business processes 1.99
with us
156 We and our trading partners exchange information that helps establishment 501
of business planning
157 We and our trading partners keep each other informed about events or 215
changes that may affect the other partners
1Q Information Quality 2.75
101 Information exchange between our trading partners and us is timely 2.60
1Q2 Information exchange between our trading partners and us is accurate 2.81
1Q3 Information exchange between our trading partners and us is complete 2.65
104 Information exchange between our trading partners and us is adequate 2.72
105 Information exchange between our trading partners and us is reliable 2.95

Data analysis demonstrates the humble degree of SCM practices among enterprises in

Danang with the lack of consideration and the proper processes in practicing SCM. SMEs

mainly maintain the bilateral relationship with their supplier and customer, without any
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long-term strategic considerations. Especially, the relationship with the upstream actors is
significantly minor. The actor within the chain tends to keep information in secrecy and
planning their operations individually, with the shortage of any further deliberations to
other firms on the chain. The difficulties in their operation are properly informed by the
limitations in practicing SCM and SMEs might attempt to create and maintain an effective
supply chain in order to decipher these difficulties.

5. Conclusion and policy implication

The research findings suggest that it is necessary for SMEs to form the strategic
collaboration with the suppliers and improve the information sharing process with their
partners, in order to manage their supply chain effectively.

5.1. Strategic collaboration with the suppliers

SMEs maintain the minor position over the supplier due to their size. Power over
supplier influences on the quality of the relationship with the supplier (Chicksand, 2015).
The imbalance of power leads to the imbalance in benefits and risks taking responsibilities,
the actor with greater power usually manipulates the benefits and risk (Cowan et al., 2015).
SMEs normally can not deploy any advantages over their suppliers. Moreover, this context
leads to the tendency that SMEs avoid establishing the relationship with sizeable suppliers
which have the overwhelming power (van Donk & Pieter, 2005). Lesser demand of SMEs
also limits their economic of scale. Within the SMEs in Danang, the suppliers avoid
participating with SMEs to come up with the solution, and SMEs also could not be able to
involve in improving the product quality of suppliers (data in Section 4.3).

SMEs could lower their disadvantages by establishing the peer connection to balance the
power with sizeable partners following the model of Udomleartprasert (2003). Precisely,
SMEs could associate with each other to create a supplying hub to reinforce the demand of
each SME within the association. The supplying hub extends the diversity of supply source,
time and cost saving, the balance of price and the better supplying opportunities for SMEs
(van der Vaart & Taco, 2006). The supplying hub facilitates the sharing facilities as means of
loading and transportation, that in turn, assists the economics of scale and strengthens the
power of SMEs over their suppliers.
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Source: Udomleartprasert (2003)

SMEs could also collaborate to effectively distribute their products and services to the
ending consumers. Instead of investing in an independent distributive channel, SME could
collaborate to share the distribution system and sale forces in order to recede the cost of

investment and distributive management process.

5.2. Information sharing

Information sharing is a fundamental weakness in practicing SCM of SMEs in Danang.
Information sharing is an unreplaceable premise to maintain an authentic supply chain,
especially it sustains the collaborative relationship among the members of the chain. Min
and Soonhong (2004) suggested that information sharing is the central of collaboration in a
supply chain, the quality of the collaboration depends on the degree of information sharing
in the chain. Information sharing was defined as “the distribution of useful information
among people and organizations altogether” (Shuang, 2005). The information sharing
decision includes two questions: the content of information and the object that receive the

information.

The first element, “the object that receives the information”, Kumar & Pugazhendhi
(2012) suggested that it depends on the structure of the chain, “How many connections we
establish with the upstream and the downstream of the chain? The next one, “the content of
information”, Huang, Jason, and Lau (2003) indicated five sources of information on the
chain including: (i) product; (ii) manufacturing process; (iii) inventory; (iv) order; and (v)
planning. Each type of information contributes the difference benefits in sharing, for
instance, “Order” information sharing support the quality management of customer service,
speeding up the order process, and the information sharing on the sale of product will
decrease the Bullwhip effect (Lee, 2000).

However, to successfully and effectively sharing information, SMEs are required to: (i)
invest in ICT infrastructure, especially in security system; (ii) the commitment of the top-
level management and transparent strategy; (iii) solving the incompatibility of the ICT
infrastructure, the awareness and the understandings on the information of partners; and

(iv) establishing the confidence, and risk-taking among the partners (Shuang, 2005).
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5.3. The support from the government

In order to deploy the theory into practice, both local government and business
community need to enforce a number of solutions and policies. Firstly, the study indicates
the humble degree of SCM practices among SMEs, so it is necessary to increase the
awareness of SCM from the SMEs perspective. The government would support in the aspect
of training and providing information to SMEs to raise the understandings on the
importance of SCM among SMEs, as well as the organizing process to deploy SCM.

Secondly, the assistance might come from the infrastructure aspect, especially with the
ICT infrastructure. SCM practices require the enterprise an effective information

management system from SMEs.

Thirdly, while SMEs partly recognized the importance of collaboration, alliance and
association, it is not simple for SMEs to solely enforce the co-operative activities. In this case,
the support of government might arise from the reinforcement to establish the peer and
vertical linkages among SMEs. The government should nurture the environment that
stimulates the collaboration. For instance, in 2014-2015, Danang regularly processed the
“supply-demand connection” program. Despite the great effort from the government and

associations, the program needed further development.

The last suggestion is over the operational quality of the associations. The quantity of
associations is considerable, but their operations involved the surface solely. The activities
should be focused on improving operational quality, by supporting the peer connection for

SMEs, in order to reinforce their power position on the chain.

6. Conclusion

SCM is an up-to-date means of management and believed to bring values to
organizations. In the hypercompetitive business environment and the globalization, the
competition occurs in the scope of supply chain rather than individual firm level (Cigolini
et al.,, 2004). With the understadings on the benefits of SCM to SMEs as well as the barriers
in practicing SCM within SMEs in Danang, the paper suggests the implementation of SCM
practices as a necessity for SMEs in Vietnam, and Danang particularly, to survive and
develop in the international level competition®
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