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Abstract

The purpose of this study is to explore the relationship between supply chain management
practices (SCMP) and competitive advantage (CA) among manufacturing firms in Malaysia. In
line with the following objectives, this study applies a quantitative research approach which
will utilize stratified sampling technique and self-administered questionnaire surveys. The
respondents for this survey will be the senior managers in operational management levels of
various manufacturing firms in Malaysia. Subsequently, the survey data will be analysed to
test the research framework and hypotheses. The results of the study can be useful for supply
chain practitioners and manufacturers in integrating the appropriate SCMPs to improve
supply chain performance and enhance competitive advantage. Additionally, industrial
practitioners will also receive insight on how to account for the impact of SCMPs when
developing their supply chain for stronger manufacturing performance by establishing
competitive advantage. Many organizations are not clear regarding which practices to
implement, resulting from poor understanding of what constitutes a thorough set of SCMPs.
The results will also suggest successful dimensions of SCMPs that could be implemented in
the effort to obtain competitive advantage in the manufacturing industry in Malaysia.
Keywords: Supply Chain Management Practices, Competitive Advantage, Manufacturing
Firm.
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Introduction

Taghipour et al. (2015) posit that improvement in the overall supply chain performance can
lead to improvements in the overall company performance. This is because improved supply
chain performance has been associated with the improvement of the overall business
efficiencies (Bosch, 2017). In recognising the increasing importance of the role of supply
chains, firms have over the years sought to work on their supply chain practices, the nature
and degree of collaboration with suppliers, the nature and extent of information sharing and
the overall supply chain competence.

Moreover, according to Teece (2010), field of logistic view the innovation as a
temperature control technology which had a big effect on the way companies do business, as
these innovations influenced the size of the value network. In order to developing innovative
supply chains, Min and Mentzer (2015) found that the firm must determine its various
capabilities of logistics. As logistics are an essential part of supply chain Min and Mentzer
(2015), firms cannot develop an innovative supply chain without integrating the dominant
logistics capabilities. Specific logistics process and practices need to be unified to ensure
undisrupted flow of materials from suppliers to customers (Stock et al., 2012). Industrial firms
often have time and space utilities made being available through efficient logistics integration
(Flynn et al., 2010).

Research Gap

In today’s highly competitive global market, the potential for growth is very promising
and the development and continuing evolution of the supply chain role are obvious in the
past few decades (Gundlach et al., 2019; Harvey, 2016).

Particularly in Malaysia, there are the remarkable expansion of the supply chain in
manufacturing industry. Supply chain has become a significant driving force in the
development of the world economy (Wang, 2018; Azar, 2017). In the past, companies are not
aware of the advantage of having an effective ecosystem and thus have not given sufficient
priority to the development of effective SC strategies. If this continuously persist, then it will
affect the operation and production of an organization, where the uncontrollable disruptions
would lead to poor profitability of the company.

Therefore, to remain competitive in the market, manufacturers must quickly respond
to customer demands. Narayanan and Moritz (2015); Rezaei and Azar (2017) have
demonstrated how the growing complexity of the supply chain has resulted in higher
expectation of service among customers. The company’s supply chain must be innovative to
meet the ever-changing customer needs (Hong and Jeong, 2006; Tarafdar and Qrunfleh,
2017). Manufacturers must analytically derive solutions that can simplify disruptions and limit
the cost of the recovery process (Schmitt et al, 2017; Zhen et al, 2016). Manufacturers must
recognize the stages of production that will allow individuals to make the right decision while
incorporating innovative ideas and policies (Croson et al., 2013; Clemons and Slotnick, 2016;
Thaler, 2016).

Overview of Supply Chain

Supply chains strive to maintain internal health and environmental sustainability using the
capability to self-correct based on information from the external environment (Vachon,
2007). Hence, both internal and external factor are important to form an environmental
sustainability through supply chain. Handfield and Nichols (2002) had suggested that supply
chain management includes all the activities associated with the flow and transformation of
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goods, from raw material suppliers to end consumers. It also encompasses all information
flows up and down the supply chain Lambert et al. (1998) & Gayer and Jackson (2004) concur
that the supply chain is a set of business entities that directly involves in the upstream or
downstream flows of products, services, and information from a secure to a customer. This
definition sets the consumer at the end of the supply chain and reflects a linear production
paradigm that assumes constant inputs of natural resources and an unlimited capacity to
assimilate waste.

Supply Chain Management Practices

Supply chain management (SCM) can be defined as the configuration, coordination
and continuous improvement of an organized set of operations. Its goal is to provide
maximum customer service at the lowest cost possible, where a customer is anyone who uses
the output of a Process. Since the goal of a company is to maximize profits, it must weigh the
benefits versus the costs of its decisions along the supply chain (Chima, 2007).

Sandhu (2013) stated that SCM practices are regarded as operational functions and
main activities in the firm, which determines the effectiveness and efficiency of its supply
chain. The main goal of SCM concept is to enhance the long-term competitive firms’
performance and their supply chains by integrating their functions, processes, and operations
internally and externally with other partners. These partners mainly include the suppliers,
manufacturers, distributers, and customers (Li et al., 2006). SCM encompasses various
activities such as planning and management, procurement, coordination, collaboration,
outsourcing and all other logistics management activities with other channel partners (Soosay
et al., 2015). Majority of the studies have emphasized that the ultimate goal of SCM is to
enhance and improve the performance of firms (Li et al., 2006; Chen and Chang, 2013; Min
and Mentzer, 2015).

Dimensions

Many authors studied supply chain management practices and there are various elements
and dimensions have measured or used to measure the supply chain practice, for more
exploration in the following table some of them:

Table 1
Dimensions of SCMPs. Adapted from Yunis, Kassar, and Tarhini (2017)
No. Author Dimensions
1 Kumar et | Strategic supplier partnerships, level of information sharing, quality of information,
al. (2018) | customer relationship management, internal lean practices, postponement, total quality
management
2 Porter Information sharing, customer relationship, strategic supplier partnership, material flow
(2012) management and corporate culture
3 Chow et | There are four elements (suppliers and customer management, information sharing,

al. (2008) | speed of communication, supply chain features)

4 Min and | There are seven elements of supply chain practice such as a greed vision and goals,
Mentzer information sharing, risk and award sharing, cooperation, process integration, long-term
(2015) relationship and a greed supply chain leadership

5 Li et al | Vision and goals, information-sharing, risk-sharing and achievement, cooperation,
(2006) integration processes, long-term relationship, and supply chain leadership
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6 Alvarado | Using inter-organizational system in supply chain practice such as EDI, and elimination of
and excess stock levels by postponing customization toward the end of the supply chain
Kotzab
(2001)
7 Handfield | Supply chain practice includes purchasing quality, and customer relations
and
Nichols
(2002)

The literature portrays SCM practices from a variety of different perspectives with a common
goal of ultimately improving organizational performance. Additionally, Yunis et al. (2017)
posited the other practices are essential for companies to have a competitive edge over their
competition. The best supply chain management practices (SCMPs) have become an essential
factor for low-performing firms to remain competitive in the global race (Okongwu et al,,
2015). The nature of SCMPs will be able to explain the dual purpose of SCM as it improves the
performance of an individual firm as well as the performance of the whole supply chain.

Internal Lean Practice

Lean has gained popularity in a wide range of industrial sectors, beyond manufacturing, all
around the world (Kumar et al., 2018). It is nowadays considered the most influential new
paradigm in manufacturing Reuter et al.,, (2010), enhancing the competitiveness of
organizations (Hines, 2004). Lean is focused on identifying and eliminating waste in a
product’s entire value stream, extending not only within the organization, but also along its
entire supply chain network (Boyle et al., 2009). Thus, the concept of lean supply chains has
been widely studied in the academic literature (Chen and Chang, 2010; Tarafdar and Qrunfleh,
2017). In most of the cases, these studies suggest that lean principles and practices enable
the effective management of supply chains. This evidence contributed in considering this
dimension as part of the SCMPs construct developed for this study.

P1: Lean practices has a positive effect on competitive advantage.

Postponement

Postponement is defined by Li et al. (2006) as “the practice of moving forward one or more
operations or activities (e.g., making, sourcing, and delivering) to a much later point in the
supply chain”. Its main objective is to push final product completion as close to the final
customer as possible in order to reduce inventories and minimize risk of unsold product
Soosay et al. (2015) or delaying further investment in a product or service until the last
possible moment in order to satisfy the preferences of the customer at that moment. This
factor has been widely studied, tested and validated in the SCM literature by, among other
authors, Soosay et al. (2015) and Li et al. (2006). Two major considerations in developing a
postponement strategy are (1) how much delay is needed, and (2) which steps should be
taken to achieve the delay Postponement strategies allow a company greater flexibility in
developing products that meet the changing needs of consumers and in differentiating a
product to modify the demand function. These strategies are important because they relate
to types of products, market demand, and structural bottlenecks in manufacturing systems
and logistics (Cooper and Pagh, 1998).

P2: Postponement has a positive effect on competitive advantage.
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Supply Chain Integration

Supply chain integration (SCI) links a firm with its customers, suppliers and other channel
members by integrating their relationships, activities, functions, processes and locations
(Narasimhan and Kim, 2002; Naslund and Hulthen, 2012). SCI includes two stages: internal
integration between functions and external integration with trading partners. Internal
integration establishes close relationships between functions such as shipping and inventory
or purchasing and raw material management Groznik and Trkman (2006). While external
integration has two directions: forward integration for physical flow of deliveries between
suppliers, manufacturers, and customers and backward coordination of information
technologies and the flow of data from customers, to manufacturers, to suppliers (Frohlich
and Westbrook, 2001; Swink, 2015).

P3: Supply chain integration has a positive effect on competitive advantage.

Competitive Advantage

Competitive advantage is the extent to which an organization is able to create a
defensible position over its competitors (Li et al., 2006). It comprises capabilities that allow
an organization to differentiate itself from its competitors and is an outcome of critical
management decisions (Thatte, 2007). The empirical literature has been quite consistent in
identifying price/cost, quality, delivery, and flexibility as important competitive capabilities (Li
et al., 2006). In addition, recent studies have included time-based competition as an
important competitive priority. Research by Handfild and Nichols (2002), Kessler and
Chakrabarti (1996), & Zhang and Jiang (2016) identifies time as the next source of competitive
advantage.

Competitive advantage exists when a firm has a product or service that is perceived
by its target market customers as better than that of its competitors. Competitive advantage
is composed of the action results and managerial decisions which result in the organization’s
superior performance when compared to those of their competitors Barney (1991) and De
Guimaraes (2016). Competitive advantages pertain to a firm’s ability to show a higher degree
of competitiveness as compared to its rivals within a given industry, such as being able to
reduce cost, creating distinct products or services, or better satisfy customers (Porter, 2012).
A firm is said to have competitive advantage when the existed or potential competitors
cannot duplicate or it will cost much to imitate. Besides being significantly different from
competitors, firms have to consider other key success factors, such as being able to cope with
environmental changes and resist the actions of competitors (Aaker, 2008).

Relationship between Supply Chain Management Practices and Competitive Advantage
Supply chain management (SCM) enhances organizational competitiveness by
integrating the internal functions within a company and linking them with the external
operations of suppliers, customers and other channel members (Han et al., 2007). Bagchi
(1996) classified metrics for competitiveness of organizations as time, quality, cost, efficiency,
and diagnostic measures. Companies that are able to offer goods at lower prices and higher
quality will be able to increase sales, which, in turn, will increase profit margin and return on
investment (Anatan, 2014). Davis (2007) implies that firms can develop future competitive
advantage by using sustainable supply chain management and proposes that this is possible
through accordance with the “triple bottom line” to improve their competitiveness. Hyland
and Beckett (2002) quoted that for organizations to remain competitive should have high
level of internal learning that refines both current practices and adopts new ones.
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Udomleartprasert and Junghirapanich (2003) in their study on aligning the infrastructure to
supply chain practices quoted that manufacturing organizations gain competitive advantage
by implementing value-added activities.

The organizations strive to achieve competitive advantage through satisfying
customers, quick response, cooperation and coordination in sharing information, increasing
sales, cost reduction, and use of management philosophies (JIT, lean production etc.). The
previous study from Anatan (2014); Darwish et al (2020) resulted that supply chain
management practices have significant effects on supply competitive advantage. Supply chain
management includes a variety of practices carried out within an organization to achieve and
maximize effectiveness by managing the flow of finished goods, services.

The results of the current study indicated that either Researchers have shown,
however, that Supplier Relationship Management has little to no effect on Supply chain
management processes address the five market forces (Boer, 2012). Supplier Relationship
Management relates to the bargaining power of the supplier Competitive Advantage for the
surveyed firms. The bargaining power of the suppliers is not that important to Competitive
Advantage, or that the Supplier and information from point of origin to point of consumption
through a set of directly linked organizations in the chain.

Related Theory between Relationship of Supply Chain Management Practices and
Competitive Advantage

Competition theory describes the five forces in a market that can affect the position
of the firm in the market, as discussed by (Porter, 2012). The forces revolve around the
bargaining power of the supplier, bargaining power of the buyers, threats of a substitute
product, the threat of new entrant in the market, and the rivalry between existing
competitors in the current market. According to Porter (2012), these forces maintain the
market in equilibrium, and the firm

According to Porter (2012); , these forces maintain the market in equilibrium, and the
firm that could master those forces could influence the direction of the market. For a
company to be effective within a marketing force, the firm must gain have competitive
advantage in order to be influential within that force (Davis, 2007).

Relationship Management process is not addressing the force properly. The customer
relationship management process affects the bargaining power of the buyer Kapoor and
Adner (2012). Product Development and Commercialization processes can address threats of
substitute products through continuous development.
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Framework

Independent Variable

Dependent Variable

Supply Chain
Management
Practices

e Lean Practices

e Postponement Competitive
e Supply Chain " Advantage
Integration

Figure 1. Conceptual Framework.

Discussion

Narasimhan and Kim (2002) in his LISREL analysis on small and large manufacturing firms
found that in small firms, efficient supply chain integration helps in sustainable performance
improvement. On the other hand, in large firms, the close relationship is predicted between
SCM practices and competitive capability. Based on past studies, supply chain management
and retailer performance stated that in modern retail the retailers have to deal with intense
competition both domestically and globally due to changes in customer expectations.
Therefore, the competitive advantage is the embodiment of firm performance, and the
implementation of supply chain management can enhance a firm’s competitive advantages
and improve business performance.

Policy Implications

This study has benefitted to all practitioners, academician, researchers, policy makers,
and government administration in Malaysia and globally. In this competitive market, an
organization should be intelligent in utilizing the resources at hand and devising a plan to
strive forward where all information at hand and with the coming of industry 4.0 that make
it more challenging. As for the government, a researcher should start embrace more the
supply chain management practices.

This is in line with the third Industrial Master Plan (IMP) (2006-2020) in Malaysia which
to enhance the capabilities on supply chain and make Malaysia a competitive nation. The
objective of Third-IMP, Malaysian Investment Development Authority (2007), which to
achieve long-term global competitiveness through transformation and innovation of the
manufacturing and service sector. Third IMP play a major role in developing and promoting
Malaysian brands to become globally competitive. It also aims in encouraging industries to
focus on core competencies and strengths within regional also global networks.

This study also can be an eye opener for the government and industry to help
Malaysia’s Education in promote more courses related to supply chain and logistics
management to equip more professionals with the right supply chain knowledge, and to
continuously embrace new technologies to keep up with global demand. Having a workforce
with strong supply chain knowledge gives an added advantage to Malaysia, and it would
enhance Malaysia’s reputation as the most ideal supply chain hub.

678



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES

Vol. 10, No. 12, 2020, E-ISSN: 2222-6990 © 2020

Conclusion

Previous study mentioned that study on supply chain management and retailer
performance stated that in modern retail the retailers have to deal with intense competition
both domestically and globally due to changes in customer expectations. As a result, the
retailers look beyond their organizational boundaries to evaluate, integrate resources and
capabilities of their suppliers and customers. This helps them to create a superior value and
long-term competitive advantage. They further added that retail managers focus on three
major supply chain trends; global sourcing practices, multi-channel route to market, and
relationship-based innovation for competitive advantage.

Therefore, the competitive advantage is the embodiment of firm performance, and
the implementation of supply chain management can enhance a firm’s competitive
advantages and improve business performance. Therefore, the study from Jia and Wang
(2019), SCM practices are positively related to competitive advantages.
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