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Abstract: This study simultaneously examined the linkages among environmental dynamism, 

three dynamic capabilities, and the competitive advantages of retail businesses, which have not 

been identified before. Furthermore, this study fills the significant gaps in the literature and 

practical guidelines for retail development through improving retailer’s dynamic capabilities 

in response to environmental dynamism. The study used a quantitative approach by partial least 

squares SEM (PLS-SEM) to examine the hypotheses. Data were collected from 304 

Vietnamese retail business managers. The results show that environmental dynamism plays a 

significant role in fostering the improvement of retailers’ dynamic capabilities. The findings 

also reveal positive linkages among the three dynamic capabilities before they significantly 

improve retailers’ competitive advantage. These are the valuable guidelines for retailers to 

nurture their dynamic capabilities, including service innovation capabilities, multi-channel 

integration, and brand orientation for sustaining their competitive advantages. 

Keywords: environmental dynamism; service innovation capability; multi-channel integration 

systems; branding orientation; competitive advantage 

1. Introduction 

The resource-based view (RBV) focuses on exploiting resources that are 

valuable, rare, inimitable, and non-substitutable to create and sustain a firm’s 

competitive advantage (Barney, 1991). Developed from the RBV and put in the 

context of a rapidly changing environment, the theory of dynamic capability (DCV) 

reinforces the importance of integrating and configuring resources and capabilities to 

quickly respond to environmental changes and maintain a firm’s competitive 

advantage (Teece, 2017). However, to the best of our knowledge, little attention has 

been paid to research that considers environmental dynamism as an antecedent factor 

influencing the firm’s response through dynamic capability. Most previous studies 

have focused on exploring the role of environmental dynamism (ED) in moderating 

the relationship between dynamic capabilities and CAD (Bayighomog Likoum et al., 

2020; Do et al., 2022; Girod and Whittington, 2017; Li and Liu, 2014; Wilhelm et al., 

2015; Wu and Nguyen, 2019). As ED has been seen as a critical premise for businesses 

to develop suitable dynamic capabilities to quickly respond to environmental changes 

and maintain a firm’s competitive advantage (Teece, 2017), it is necessary to conduct 

a study to explore dynamic capabilities as the response of the firm to environmental 

dynamism along with the influence of these capabilities on a firm’s competitive 

advantage. Based on this foundation, this study adopts the RBV and DCV as the 

underpinning theories and focuses on exploring the linkages among the environmental 

dynamism, dynamic capabilities, and competitive advantage (CAD) of a firm 
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(Bayighomog Likoum et al., 2020; Girod and Whittington, 2017; Li and Liu, 2014; 

Wilhelm et al., 2015). Thus, the present study is very valuable to fill the significant 

gap in exploring ED as a critical premise for businesses to develop dynamic 

capabilities in order to adapt to environmental changes and enhance a firm’s 

competitive advantage (Teece, 2017). 

While various studies have explored dynamic capabilities in the context of 

manufacturing firms, few have focused on the retail sector, even though this sector has 

been heavily influenced by environmental changes (Wu and Nguyen, 2019). 

Additionally, although several prior studies have suggested some typical dynamic 

capabilities for retailers, including service innovation capability (Odoom and Mensah, 

2019; Wu and Nguyen, 2019), multi-channel integration systems (Frasquet et al., 

2018; Herhausen et al., 2015; Tagashira and Minami, 2019), and branding orientation 

(Balmer and Podnar, 2021; Odoom, 2016; Wu and Nguyen, 2019), service innovation 

capability (SIC) concentrates on creating and renewing retail services that may provide 

additional value to customers. multi-channel integration (MC) focuses on combining 

and integrating physical and online channels to provide products and services for 

customers (Goraya et al., 2020; Herhausen et al., 2015); and brand orientation (BO) 

enables retailers to improve brand trust, loyalty, and reputation (Gupta et al., 2020; 

Huang and Tsai, 2013; Lee et al., 2017). Nevertheless, there is a lack of research that 

simultaneously investigates these competencies as representatives of the dynamic 

capability of a retail business, and examines their effects on maintaining sustainable 

CAD. Therefore, an empirical study should be conducted to assess the simultaneous 

effect mechanism and degree of SIC, MC, and BO on CAD. 

Additionally, regarding the linkages between SIC, MC, and BO, prior studies 

suggest that SIC positively affects other capabilities (Tsai, 2015; Wu and Nguyen, 

2019). SIC has been explored to improve multi-channel integration systems (Du et al., 

2018), and brand orientation (Flikkema et al., 2019; Gupta et al., 2020; Huang and 

Tsai, 2013; Paswan et al., 2020). In the context of retail services, these impact 

mechanisms require further research to enhance the effectiveness of MC systems and 

BO activities before they promote the development of a retailer’s CAD. 

 As mentioned, this study focuses on answering the questions related to the 

linkages among ED, SIC, MC, BO, and CAD of retail firms to explore their impact 

mechanisms as well as the question of how to improve retailers’ proactiveness in 

adapting to perceived environmental changes and how to enhance their competitive 

advantage by enhancing their perception of nurturing SIC, MC, and BO. This study 

makes both theoretical and practical contributions. This study aims to (1) explore the 

direct influence of environmental dynamism on SIC, MC, and BO; (2) investigate the 

influence mechanism among three capabilities (SIC, MC, and BO); and (3) examine 

the direct effects of SIC, MC, and BO on a retailer’s competitive advantage. Based on 

the research findings, this study provides recommendations for retail firms to (1) 

improve retailers’ proactiveness in adapting to perceived environmental changes and 

(2) enhance their competitive advantage by enhancing their perception of nurturing 

SIC, MC, and BO. 

This study makes both theoretical and practical contributions. For theoretical 

contributions, firstly, it extends current knowledge on how ED influences directly a 

firm’s dynamic SIC, MC, and BO. Second, current knowledge about the impact of SIC 
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on MC and BO should be widened to reinforce the antecedent role of SIC in 

strengthening the MC system and driving BO. Third, the improvement of CAD by 

nurturing SIC, enhancing the MC system, and reinforcing BO could be investigated to 

enrich the existing knowledge of the factors driving up a firm’s CAD. For empirical 

contributions, this research presents valuable evidence from a context with relative 

empirical publications on the antecedent role of ED in nurturing dynamic SIC, MC, 

and BO as well as their effects (SIC, MC, BO) on CAD. By examining these linkages 

in a particular context of the retail sector in a typical developing country (Vietnam), 

some other important research questions are also answered: What are the practical 

implications are suggested for sustaining the retailer’s CAD by enhancing all SIC, 

multi-channel integration systems, and brand orientation. 

The remainder of this paper is organized as follows. Starting with a literature 

review of the focal constructs, the proposed hypotheses and research model imply that 

the relationships are displayed. The research methodology is described before 

reporting and discussing the research results. Section a presentation of the theoretical 

and empirical implications of this study. Finally, along with the conclusions and 

research limitations, directions for future research are also presented. 

2. Literature review 

As mentioned in the Introduction, this study adopts the RBV and DCV as 

theoretical underpinnings and proposes a conceptual framework based on these 

grounds. In the context of environmental dynamism, a firm must make its 

competencies valuable, rare, inimitable, and non-substitutable assets, which enables it 

to respond quickly to and sustain its CAD (Teece, 2017). 

2.1. The theory of resource-based view, dynamic capability view, and 

competitive advantage 

RBV focuses on exploiting core resources that are critical in creating and 

sustaining a firm’s CAD (Barney, 1991). Accordingly, among the various resources 

and capabilities a firm owns, it must identify the essential resources that meet all the 

requirements of VRIN, including value, rarity, inimitability, and non-substitutability 

(Barney, 1991). In other words, a firm’s source of sustained CAD is costly to copy 

and provide added value to customers (Bayighomog Likoum et al., 2020). To gain 

CAD, a firm’s core competencies must be created by effectively combining and 

exploiting both tangible and intangible resources. Therefore, to survive and develop, 

firms must focus on nurturing and enhancing these crucial inputs. 

Based on the RBV, a DCV can be used to survive and develop in a dynamic 

environment (Ali et al., 2020; Schilke, 2014; Schilke et al., 2018). Dynamism was 

mentioned in the study of Teece (2017), which implies changes in the environment. 

Thus, to survive and maintain CAD, a firm must develop capabilities to quickly and 

effectively adapt to environmental changes (Teece, 2017). While the RBV focuses on 

exploiting core competencies to create a firm’s CAD, the DCV has improved these 

capabilities to make them more dynamic in changing environments (Schilke et al., 

2018). Thus, enterprises must create and nurture these dynamic capabilities to ensure 

success in the marketplace. 
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Among the numerous capabilities owned by an enterprise, innovation plays a 

crucial role in creating a differentiation advantage (Distanont and Khongmalai, 2018; 

Grawe et al., 2009; Nishitani and Itoh, 2016). SIC allows service enterprises to offer 

new and advanced services to customers, thus providing more benefits to them (Wang 

and Ahmed, 2004; Verhoef et al., 2015). Regarding retail enterprises, stemming from 

higher customer requirements from the convenience of purchasing (Goraya et al., 

2020; Lee et al., 2017) as well as their trust and loyalty in the brand of retailers, multi-

channel integration systems and brand orientation activities act as two typical and 

critical conditions that bring the competitiveness of these businesses (Tagashira and 

Minami, 2019; Wu and Nguyen, 2019). The MC system focuses on coordinating all 

channels to provide added value to customers based on seamless shopping experiences 

across consistent distribution networks of retailers. BO provides guidelines for 

forming branding strategies that establish valuable brand equity for service firms 

(Francois Koukpaki et al., 2021). SIC, MC, and BO help service organizations adapt 

effectively to environmental changes and enhance their competitiveness. Therefore, it 

is necessary to nurture these capabilities to sustain a firm’s CAD in a dynamic 

environment. 

2.2. Environmental dynamism 

ED is considered a significant factor leading to the need to quickly recognize and 

adapt to an organization, especially in the context of a fluctuating environment (Girod 

and Whittington, 2017). The dynamism may stem from the degree of changes in 

numerous external factors (Wu and Nguyen, 2019), such as competitive structure 

among existing rivals, customer preferences and demands, and advanced technologies 

(Bayighomog Likoum et al., 2020; Li and Liu, 2014; Wilhelm et al., 2015; Wu and 

Nguyen, 2019). ED can also be identified through the assessment of market instability 

indicators, such as sales, price-cost margin, employment, technology, and added value 

(Dess and Beard, 1984). 

There are four characteristics of ED: velocity, complexity, ambiguity, and 

unpredictability (Larrañeta et al., 2014). According to these authors, while velocity 

refers to the speed at which new opportunities emerge, the three remaining features 

express the complications, difficulties, and uncertainty faced by a firm when 

exploiting these chances. Therefore, identifying the mechanisms of a dynamic 

environment plays a critical role in maintaining firm survival (Girod and Whittington, 

2017; Li and Liu, 2014). This is why ED is considered a significant prerequisite for a 

business to create and nurture its dynamic capability (Do et al., 2022; Wilhelm et al., 

2015). 

2.3. Service innovation capability 

Innovation capability illustrates the level of renewing and advancing a firm’s 

current products, services, and processes (Odoom and Mensah, 2019) by generating 

new ideas and knowledge (Wu and Nguyen, 2019). Exploiting innovation capabilities 

enables a firm to create new things that provide more value to its customers (Jeng and 

Pak, 2016; Skålén et al., 2015). By creating new and advanced products, a firm can 

respond effectively to changes in its external environment (Phuong et al., 2022; 
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Williamson, 2016). Innovation also allows firms to find and offer products and 

services that distinguish them from others and bring about CAD (Distanont and 

Khongmalai, 2018; Dao Le et al., 2023; Nishitani and Itoh, 2016; Zang and Li, 2017). 

Innovation capability is the special competence of a firm that is valuable, rare, 

inimitable, and non-substitutable. Furthermore, it allows a firm to adapt quickly to 

environmental changes; therefore, innovation capability is considered a firm’s 

dynamic capability (Jeng and Pak, 2016; Williamson, 2016). 

In the context of retail service, although SIC play a crucial role in a firm’s success 

(Grawe et al., 2009), little research pays attention to the dynamic capability of service 

innovation (Wu and Nguyen, 2019). Stemming from the intangible characteristics of 

services, innovation capability may focus on creating and renewing services that not 

only meet customer requirements but also add value to them (Jeng and Pak, 2016; 

Vollmayr and Hahn, 2014). In a dynamic environment, SIC helps firms maintain CAD 

(Nishitani and Itoh, 2016; Uyen et al., 2022), which, in turn, drives up and improves 

their performance (Phuong et al., 2022). 

2.4. Multi-channel integration 

Multi-channel integration (MC) reflects a firm’s capability to consistently 

combine all types of channels owned by a firm, including traditional and online 

channels (Goraya et al., 2020). MC promotes interaction among channels (Herhausen 

et al., 2015) and establishes a consistent channel system that provides buyers with 

sufficient information about products and services (Li et al., 2018). Creating an 

effective MC system can provide seamless shopping experience for customers, leading 

to improved performance (Cao and Li, 2015). 

Cao and Li (2015) and Frasquet et al. (2018) examined MC based on a dynamic 

environment and explored how MC helps firms adapt to changing factors and creates 

more value for customers by offering the convenience of purchasing. One of the most 

important requirements for maintaining MC is the consistency of information and 

products/services offered in all channels (Goraya et al., 2020). In addition, operating 

an effective MC system allows a firm to quickly gather information about customer 

behavior, which is a crucial source for adjusting business strategies to satisfy customer 

demands and create advantages over rivals (Zhang et al., 2018). If a firm has a flexible 

MC system, it can adapt quickly to new market conditions (Cao and Li, 2015). 

2.5. Brand orientation  

The term brand has attracted many researchers to explore its nature and role in 

business success. BO is considered a “share sense of brand meaning,” it enables a firm 

to bring more added value to its customers (Balmer and Podnar, 2021) and other 

stakeholders and consequently, attain CAD and ensure success in the marketplace 

(Gupta et al., 2020; Piha et al., 2021; Rua and Santos, 2022). BO forms a cultural 

mindset in an organization to identify the crucial role that requires a firm to put it in 

the key position of strategy (Bayighomog Likoum et al., 2020; Francois Koukpaki et 

al., 2021; Iyer et al., 2019). Therefore, BO is a critical tool for gaining strong brand 

equity and achieving competitiveness (Huang and Tsai, 2013). Because BO focuses 

on enhancing awareness of the importance of orientating the brand within an 
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organizational strategy (Bayighomog Likoum et al., 2020; Francois Koukpaki et al., 

2021; Iyer et al., 2019), it needs to be presented in a long-term strategic direction, such 

as vision, mission, prioritized value, and organizational culture (Piha et al., 2021). 

Huang and Tsai (2013) also suggest that when a firm perceives a clearer and higher 

BO, it can achieve superior brand performance (Lee et al., 2017) by improving brand 

trust, loyalty, awareness, and reputation. Hence, to achieve effective BO, a firm must 

focus on performing both internal and external branding processes as well as (Huang 

and Tsai, 2013) taking opportunities from the marketplace (Gupta et al., 2020). 

Consequently, establishing a higher perception of BO allows a firm to build a good 

brand image and equity (Huang and Tsai, 2013), create its CAD (Baumgarth and 

Schmidt, 2010), and bring about success (Huang and Tsai, 2013). 

Branding creates an opportunity for retailers to be distinctive by creating a unique 

symbol for legal and ethical purposes. Furthermore, each firm has a strategy to build 

and develop its brand recognition, which differs from other (Balmer and Podnar, 

2021). A brand is an intangible asset that enables retailers to attract and lure customers 

by improving their trust and loyalty (Lee et al., 2017). As a result, firm performance 

is enhanced and CAD is sustained (Brodie et al., 2017; Balmer and Podnar, 2021; 

Gupta et al., 2020). A brand is legally protected, and cannot be imitated or substituted 

(Huang and Tsai, 2013). As BO meets all the requirements of VRIN, including value, 

rarity, inimitability, and non-substitutability, it becomes a critical capability that can 

create and maintain a retailer’s CAD. 

3. Proposed research hypotheses and model 

3.1. The impact of ED on SIC, MC, and BO 

The mechanism of environmental fluctuation is a critical condition that strongly 

affects the creation and development of dynamic capabilities (Teece, 2017). External 

changes in the industrial structure, competitor behaviors, customer preferences, and 

technologies are reflective of ED (Li and Liu, 2014; Wilhelm et al., 2015). Although 

ED have different roles, various studies agree on their importance in the development 

of dynamic capabilities (Bayighomog Likoum et al., 2020; Do et al., 2022; Girod and 

Whittington, 2017). Accordingly, environmental pressure forces businesses to 

constantly change and adapt to maintain their competitiveness and performance 

(Fainshmidt et al., 2019; Makkonen et al., 2014; Schilke, 2014). Associated with the 

three competencies that are considered retailers’ dynamic capabilities (SIC, MC, BO), 

the research hypotheses about the role of ED are as follows: 

H1: ED has a positive effect on the SIC of retail firms. 

H2: ED has a positive effect on the MC of retail firms. 

H3: ED has a positive effect on the BO of retail firms. 

3.2. The impact of SIC on MC and BO 

SIC focuses on renewing current services and creating new ones for enterprises, 

which may lead to new offerings for customers such as advanced distribution channels 

(Cao and Li, 2018) and new brand identity (Flikkema et al., 2019; Paswan et al., 2020). 

Regarding the MC system, previous studies have explored the significant role of 
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SIC in diversifying and integrating retail channels, allowing retailers to satisfy 

consumers’ needs (Lin, 2019). These authors also agree that it is easier to develop an 

MC model if a firm obtains higher SIC. Du et al. (2018) supposed that firms should 

apply informative technologies and the Internet to distribution activities, because they 

allow firms to improve their business performance and obtain CAD. Because all these 

arguments support the favorable relationship between SIC and MC, the following 

hypothesis is proposed. 

H4: SIC has a positive effect on the MC of retail firms. 

In terms of the relationship between SIC and BO, previous studies have shown 

the significant role of service innovation in branding in general (Flikkema et al., 2019), 

and in promoting BO in particular (Huang and Tsai, 2013; Odoom and Mensah, 2019). 

Accordingly, if a firm has effective innovation capability, it can become a proactive 

organization that allows it to identify and build a clear and transparent branding 

orientation, which, in turn, drives a strong brand for the enterprise (Paswan et al., 

2020). Previous studies agree that SIC can positively influence BO. In the context of 

retail firms, the hypothesis for the relationship between SIC and BO is as follows. 

H5: SIC has a positive effect on the BO of retail firms. 

3.3. The impact of SIC, MC, and BO on CAD 

Previous studies have provided abundant evidence on the critical role of dynamic 

capabilities in sustaining a firm’s CAD. Because this study examines dynamic 

capabilities through the lens of dynamic SIC, MC, and BO, their relationship to CAD 

can be seen as follows: 

Regarding the relationship between SIC and CAD, when considering SIC as one 

of the components of innovation capability, prior studies have emphasized its role in 

creating new and advanced products, services, and processes that lead to driving up a 

firm’s CAD (Grawe et al., 2009; Wang and Ahmed, 2004; Verhoef et al., 2015). In the 

specific context of service organizations such as retail businesses, Grawe et al. (2009) 

and Wu and Nguyen (2019) suppose that SIC focuses on offering new and innovative 

retail services that significantly contribute to maintaining a firm’s competitiveness. 

Grawe et al. (2009) also show that creating new and renewing existing services helps 

retail businesses add value to customers, which, in turn, reinforces their CAD. These 

arguments support the positive relationship between SIC and CAD. Hence, this 

relationship is hypothesized as follows: 

H6: SIC has a positive effect on the CAD of retail firms. 

Regarding the relationship between MC and CAD, prior studies on channel 

integration have suggested a significant impact on maintaining a firm’s CAD (Zhang 

et al., 2018). A multi-consistent channel system can bring convenience to customers 

in finding information about products and services, as well as in making a purchase 

(Goraya et al., 2020). Additionally, MC allows customers to choose any distribution 

channel they want to buy and receive, helping them significantly reduce their costs 

and sacrifice (Tagashira and Minami, 2019). Integration multi-channel offers a 

seamless shopping experience to customers that allows a business to differentiate itself 

from its rivals, thereby creating and sustaining CAD. Previous studies agree with the 

view of a positive impact of MC on CAD. Thus, the research hypotheses regarding 
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this relationship are as follows. 

H7: MC has a positive effect on the CAD of retail firms. 

For the linkage between BO and CAD, acting as a guiding factor for building 

brand equity, many studies have revealed an important role in creating the CAD of BO 

(Lee et al., 2017; Odoom and Mensah, 2019; Rua and Santos, 2022). Although the 

impact mechanism of BO on CAD has been debated (directly or indirectly), previous 

studies have suggested a positive relationship between them. Effective brand 

orientation clarifies the guidelines for building a BE (Odoom and Mensah, 2019). By 

clearly defining BO in terms of vision, mission, and strategic objectives, a firm will 

recognize the importance of developing brand assets, contributing to maintaining CAD 

over its competitors (Huang and Tsai, 2013). BO not only creates brand equity that 

meets market requirements but also establishes internal directions for sustainable 

branding (Lee et al., 2017). In this study, BO was viewed as a strategic direction for 

building valuable and unique brands for retailers. Therefore, it is expected to directly 

and positively affect a retailer’s CAD. Therefore, the research hypotheses are as 

follows: 

H8: BO has a positive effect on the CAD of retail firms. 

3.4. Research model 

Based on the proposed hypotheses, a research model that implies linkages among 

the ED, SIC, MC, BO, and CAD of retail firms were established as follows (Figure 

1): 

 

Figure 1. Proposed research model. 

4. Research methodology 

4.1. Question design 

The questionnaire was designed based on the related literature. Besides the 

questions gathering background information (the features of the retail firm and the 

personal information of the respondent), all remaining items were assessed via a five-

point Likert scale from “1 = Strongly disagree” to “5 = Strongly agree”. To ensure the 

meaning of all the variables, back-translation was used. Next, a pre-test was conducted 

by interviewing 15 experts in the retail industry regarding the structure of the 

questionnaire and meaning of the items. Subsequently, a pilot test was conducted with 
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25 respondents. Finally, a questionnaire was designed and prepared for the survey. For 

ED, the measure was adopted from Dess and Beard (1984) and Li and Liu (2014) with 

four items coded from ED1 to ED4. SIC, including five items (SIC1–SIC5), was 

adopted from Wang and Ahmed (2004) and Grawe et al. (2009). The MC measure was 

based on Goraya et al. (2020) and was coded from MC1 to MC5. Five items that reflect 

BO were adopted from a previous study Huang and Tsai (2013). The CAD measure 

included six items that were adopted in the from Schilke (2014). Table 1 shows the 

full items of all variables in the model. 

4.2. Sample, data collection, and analytical method 

To collect the data, surveys were conducted using an offline questionnaire. We 

distributed the questionnaire to middle and senior managers of retail firms in Vietnam, 

who had experience in the position for a year or more. These retail enterprises include 

supermarkets, convenience stores, bookstores, fashion stores, and other specialist 

stores. Wu and Nguyen (2019) believe that the retail industry will show clear evidence 

of service innovation and the integration function because of the close linkage between 

consumers and the marketplace. Therefore, the retail sector is appropriate for this 

study. Retailers were recruited from the annual retail reports of the Association of 

Vietnam Retailers (AVR). The survey lasted 6 months, starting in October 2022 and 

ending in March 2023. In total, 357 responses were obtained. After removing invalid 

answers, the final number of qualified responses was 304, accounting for 85.15% of 

the total votes collected. Table 1 shows the profiles of respondents and retail firms. 

For firm age, more than half of the retailers participating in the survey were established 

and operated for five or more years. Retailers with fewer than 300 employees account 

for 76.0% of the firm’s size. For the retail category, while the figure for apparel 

retailers was the largest, accounting for 30.6% of the surveyed enterprises, the smallest 

was for home furniture and furnishing retailers (3.5%). 

Table 1. Characteristics of the sample. 

Characteristics Frequency Percent 

Age of firm   

3–5 years 102 33.5 

5–10 years 113 37.2 

10 years and above 89 29.3 

Total 304 100.0 

Size of firm   

10–49 employees 109 35.9 

50–299 employees 122 40.1 

300 employees and above 73 24.0 

Total 304 100.0 

Retail category   

Food retailers 72 23.7 

Apparel retailers 93 30.6 

Home furniture and furnishing retailers 12 3.9 
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Table 1. (Continued). 

Characteristics Frequency Percent 

Electrical retailers 33 10.9 

Department stores 29 9.5 

Other specialist stores 65 21.4 

Total 304 100.0 

Position of respondent   

CEOs 134 44.1 

Deputy CEOs 108 35.5 

Dept. head or equivalent position 62 20.4 

Total 304 100.0 

Experience of respondent   

1–3 years 101 33.2 

3–5 years 119 39.1 

5 years and above 84 27.6 

Total 304 100.0 

Regarding the profile of respondents, CEOs and Deputy CEOs who participated 

in the survey contributed approximately 80%. Two-thirds of the respondents had at 

least three years of experience. 

To examine the research hypotheses and model, this study adopted the analytical 

technique of partial least squares structural equation modeling (PLS-SEM) using 

Smart-PLS4 software to analyze the data collected. According to Hair et al. (2017), 

the analysis process includes two stages: examining the measurement model (outer 

model), and assessing the structural model (inner model). 

5. Results and discussion 

5.1. The measurement model 

To assess the outer model, we investigated (1) its construct reliability, (2) 

convergent validity, and (3) discriminant validity (Hair et al., 2017). Accordingly, to 

meet the requirements of construct reliability, the ratio of Cronbach’s Alpha and 

Composite reliability (CR) of all constructs must be higher than 0.7 for each criterion. 

All the variables in the research model are reflective constructs, thus Convergent 

validity is tested by the outer loading scores of observation variables, and the total 

variance extracted (AVE) of all constructs, which must be at least 0.7 and 0.5, 

respectively (Hair et al., 2017). Table 2 illustrates that all items and constructs meet 

the requirements of construct reliability and convergent validity, while Table 2 shows 

the results of the discriminant validity assessment. 
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Table 2. Assessment of the construct reliability and convergent validity. 

Code Items and constructs 
Outer 

loading 

Cronbach’s 

Alpha 
Rho_A CR AVE 

ED Environmental dynamism  0.875 0.877 0.914 0.728 

ED 1 Products or services in this industry update quickly 0.866     

ED 2 The acts of competitors are difficult to predict 0.856     

ED 3 The technology in this industry progresses quickly 0.841     

ED 4 To predict the change in customer needs is difficult 0.849     

SIC Service innovation capability   0.858 0.862 0.898 0.637 

SIC 1 Innovation is readily accepted in program/project management  0.823     

SIC 2 Top management gives special emphasis to service innovation  0.749     

SIC 3 Constantly seeks new ways to better service our customers 0.784     

SIC 4 
Able to change/modify our current service approaches to meet the special 
requirements of customers  

0.848     

SIC 5 Able to come up with new service offerings in comparison to competitors 0.784     

MC Multi-channel integration  0.894 0.895 0.922 0.702 

MC 1 Allows consumers to search for products available in the physical store 0.862     

MC 2 
Allows consumers to choose any physical store from which to pick up their 
online purchases 

0.832     

MC 3 
Product/ service descriptions are consistent in both the physical store and 
website 

0.849     

MC 4 
Product/service category classifications are consistent in both the physical 
store and website 

0.812     

MC 5 Product/service prices are consistent in both the physical store and website 0.834     

BO Brand orientation  0.859 0.860 0.899 0.641 

BO 1 
Brand is the core of the company’s mission and strategic 
development 

0.760     

BO 2 The company’s objective is to create competitive advantage through brands 0.832     

BO 3 
All members of the company have knowledge of the 
company’s positioning and value and apply the knowledge to their work 

0.830     

BO 4 
All company members are aware that the brand. 
differentiates them from their competitors 

0.786     

BO 5 
The company integrates various communication channels, conveys 
information about company brand positioning and value to customers, and 
establishes added value for the brand 

0.793     

CAD Competitive advantage  0.901 0.901 0.924 0.669 

CAD 1 Have gained strategic advantages over our competitors 0.752     

CAD 2 Have a large market share 0.813     

CAD 3 Overall, more successful than our major competitors 0.857     

CAD 4 
The EBT (earnings before interest and taxes) is continuously above the 
industry average. 

0.839     

CAD 5 The ROI (return on investment) is continuously above the industry average 0.824     

CAD 6 The ROS (return on sales) is continuously above the industry average 0.820     

Next, we examined discriminant validity using the heterotrait-monotrait (HTMT) 

ratio. According to Henseler et al. (2015), the HTMT score for each construct pair 

should be lower than 0.90. The results of the HTMT index provided in Table 3 show 
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that all pairs of constructs are much lower than 0.90, ranging from 0.596 to 0.857, 

satisfying the requirements of discriminant validity. 

Table 3. HTMT index. 

 ED SIC MC BO CAD 

ED - - - - - 

SIC 0.639 - - - - 

MC 0.591 0.641 - - - 

BO 0.857 0.622 0.691 - - 

CAD 0.596 0.739 0.814 0.722 - 

5.2. The structural model 

To examine the structural model, it was necessary to check for multicollinearity 

using the VIF scores first (should be lower than 5 (Hair et al., 2017). In this study, the 

results of the VIF ranging [1.000 to 1.810] indicated that the model had no 

multicollinearity. We then investigate our hypotheses. Because the study focused on 

examining direct effects, the one-tailed method was chosen to investigate direct 

impacts. The path coefficient must be checked and the p-value, t-value, and confidence 

interval must be bias-corrected (Hair et al., 2017). The results for the inner model are 

presented in Table 4 and Figure 2. All eight hypotheses are supported by this study. 

Table 4. The results of testing hypotheses. 

Hypotheses 
Original 

Sample (O) 

Sample 

Mean (M) 

Standard 

Deviation 

(STDEV) 

T statistics 

(|O/STDEV|) 
P-values f2 

CI 

Results 
5.00% 95.00% 

H1: ED → SIC 0.557 0.558 0.051 10.911 0.000 0.451 0.465 0.635 Supported 

H2: ED → MC 0.301 0.301 0.065 4.609 0.000 0.102 0.194 0.408 Supported 

H3: ED → BO 0.646 0.647 0.060 10.794 0.000 0.684 0.532 0.732 Supported 

H4: SIC → MC 0.400 0.400 0.062 6.464 0.000 0.180 0.293 0.495 Supported 

H5: SIC → BO 0.180 0.179 0.058 3.093 0.001 0.053 0.087 0.279 Supported 

H6: SIC → CAD 0.289 0.288 0.051 5.651 0.000 0.146 0.203 0.372 Supported 

H7: MC → CAD 0.435 0.434 0.059 7.397 0.000 0.297 0.341 0.531 Supported 

H8: BO → CAD 0.219 0.220 0.055 3.989 0.000 0.078 0.123 0.304 Supported 

Note: ED: Environmental dynamism; SIC: Service innovation capability; MC: Multi-channel 
integration; BO: Brand orientation; CAD: Competitive advantage. 

Moving to the details, the results expressed the significantly antecedent role of 

perceived ED in promoting retailers to nurture SIC, MC, and BO (H1, H2, H3) are 

fully displayed in Figure 3. These findings illustrate that the clearer the perception of 

environmental changes, the more necessary it is to strengthen SIC, MC, and BO 

because they help businesses adapt effectively to these changes. Specifically, the 

dynamic environment strongly promotes retailers’ service innovativeness (H1: Beta = 

0.557, P-value = 0.000, T-value = 10.911, f2 = 0.451). Furthermore, awareness of 

external changes, including industrial structure, competitor actions, technologies, and 

customer preferences, positively affects the proactiveness of businesses by expanding 
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and integrating multi-distribution channels (H2: Beta = 0.301, P-value = 0.000, T-

value = 4.609, f2 = 0.102). For brand orientation, environmental changes forced 

businesses to form brand strategies by identifying BO in their long-term objectives 

(H3: Beta = 0.646, P-value = 0.000, T-value = 10.794, f2 = 0.684). 

 

Figure 2. Assessment results of the measurement model. 

 

Figure 3. Assessment results of the structural model. 

The results illustrate that SIC plays an antecedent role in improving both MC and 

BO in terms of the linkages between SIC, MC, and BO (H4, H5). SIC not only focuses 

on creating and renewing services/offerings but also shows effective ways to build 

brands. The findings show a remarkably positive effect of SIC on BO (H4: Beta = 

0.400, P-value = 0.000, T-value = 6.464, f2 = 0.180). When a firm obtains 

proactiveness and continuous advancement, it becomes a dynamic organization; 

thereby, it is willing to develop its brand equity by establishing a brand orientation 

appropriate to its business strategies. Regarding the relationship between SIC and MC, 
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finding new and advanced services/offerings enables a retailer to build consistent 

channels that provide seamless shopping experiences for customers (H5: Beta = 0.180, 

P-value = 0.001, T-value = 3.093, f2 = 0.053). Integrating multiple channels is only 

effective when retailers expand their distribution networks by diversifying advanced 

channels that can meet customer demands. 

Regarding the relationship of SIC, MC, and BO with CAD (H6, H7, H8), the 

results show the significant role of SIC, MC, and BO in driving up a retailer’s CAD. 

First, the finding illustrates that SIC strongly improves a retailer’s CAD (H6: Beta = 

0.289, P-value = 0.000, T-value = 5.651, f2 = 0.146). Effective SIC contributes to 

offering new and advanced services that help firms become pioneers in their industry 

and create significant advantages over competitors. Second, MC is important for 

sustaining a firm’s CAD (H7: Beta = 0.435, P-value = 0.000, T-value = 7.397, f2 = 

0.297). Establishing an effective and consistent distribution network, on the one hand, 

allows consumers to easily find the information they want and make purchasing 

decisions at any channel that is the most convenient for them. On the other hand, MC 

also contributes to connecting all retailers’ channels to bring about continuous 

shopping experiences that may receive positive feedback from buyers as well as 

improve their satisfaction, which in turn reinforces a firm’s CAD. Finally, by 

identifying a clear BO, a firm remarkably promotes CAD (H8: Beta = 0.219, P-value 

= 0.000, T-value = 3.989, f2 = 0.078). Formally orienting branding strategies allows a 

firm to build and maintain a strong brand identity that is unique and valuable, thereby 

creating its CAD. 

5.3. Discussion and implications 

By conducting an empirical study, the research findings provide an important 

empirical study and significant guidelines for retail development through valuable 

evidence of the significant linkages among environmental dynamism, service 

innovation capability, multi-channel integration, brand orientation, and the 

competitive advantages of retail firms. The study has filled the significant gap in 

exploring ED as a critical premise for businesses to develop dynamic capabilities in 

order to adapt to environmental changes and enhance a firm’s competitive advantage 

(Teece, 2017). Hence, the findings provide the significant implications for retail 

development with a deep and broad understanding of the important role of developing 

the dynamic capabilities as response to adapt environmental dynamism as well as the 

positive effects of these competencies on creating and sustaining the firm’s CAD. 

First, this novel approach and findings provide important evidence and 

implication for adopting RBV and DCV in sustaining distinctive competency of 

dynamic capability to sustain competitive advantage. While most previous studies 

ignore this important approach and mostly considered ED as a moderator influencing 

the relationship between dynamic capabilities and CAD with inconsistent finding of 

moderating role has been argued (positive/negative/non-influence/strong influence). 

This study reveals the crucial role of perceiving environmental changes in promoting 

SIC, MC, and BO enhancement. The results pointed out the significant role of ED in 

the relationship with the dynamic SIC, MC, and BO of a firm. By identifying external 

fluctuations, a firm becomes more dynamic and willing to quickly adapt to these 
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changes by improving its service innovation capability, multi-channel system, and 

brand orientation. These research findings, on the one hand, enrich the theoretical basis 

for the importance of ED awareness from the previous research by Wilhelm et al. 

(2015), Girod and Whittington (2017), Wu and Nguyen (2019), Do et al. (2022), on 

the other hand, provides reliable evidence of its antecedent role in promoting the 

development of SIC, MC, and BO of a retail firm. Accordingly, when a retailer 

operates under high levels of ED, the capacity for flexible adaptation can be expressed 

through innovation, multi-channel integration, and brand orientation, which allows it 

to meet new market requirements and take effective advantage of new technologies. 

These factors contribute to differentiation among competitors and are the premise for 

creating and sustaining a firm’s CAD. 

Second, the research findings provide valuable evidence and implication of SIC’s 

positive impact on establishing multi-channel integration and brand orientation. By 

applying new and advanced technologies for services and offerings, a retailer can 

successfully operate a consistent distribution network and identify priorities and 

directions for branding. These findings are consistent with those of prior studies on 

multi-channel integration (Du et al., 2018; Zang and Li, 2017) and brand orientation 

(Flikkema et al., 2019; Likoum et al., 2020; Odoom and Mensah, 2019; Paswan et al., 

2021). Additionally, the findings extend our knowledge of the favorable impact of SIC 

on MC and BO. 

Third, the research findings strengthen the importance of enhancing dynamic 

SIC, MC, and BO to adapt to environmental changes and drive a firm’s CAD. For SIC, 

the results show that, by creating advanced services and offerings, a retailer can 

provide more value to its consumers, driving up its CAD (f2 = 0.146). This finding is 

consistent with those of previous studies on the topic by Grawe et al. (2009); Nishitani 

and Itoh (2016); Odoom (2016); Wu and Nguyen (2019). Additionally, the results 

indicate the significant role of multi-channel integration in enhancing a retailer’s CAD 

(f2 = 0.297), implying that coordinating retail channels to create a consistent 

distribution network helps a retailer satisfy its customers and create a significant 

advantage over its competitors. This finding strongly reinforces the view of the 

positive impact of MC on CAD, as suggested by Cao and Li (2015), Frasquet et al. 

(2018), Zhang et al. (2018), and Tagashira and Minami (2019). Finally, the results 

provide reliable evidence for the favorable relationship between BO and CAD of a 

retailer (f2 = 0.078), which has been suggested in previous studies (Gupta et al., 2020; 

Huang and Tsai, 2013; Rua and Santos, 2022). While studies by Lee et al. (2017), 

Odoom and Mensah (2019), and Rua and Santos (2022) support the view of the 

indirect effect of BO on CAD, this finding has explored its direct role in sustaining a 

retailer’s CAD, indicating that a sustainable CAD can be created by establishing a 

valuable brand asset with a clear brand orientation. This finding has enriched 

knowledge about brand equity in general and the effect of brand orientation on a firm’s 

CAD, thus providing guidelines for building a firm’s successful brands. 

Finally, for business practitioners, this study highlights the importance of 

recognizing environmental changes and provides valuable evidence for retailers in 

Vietnam in particular and in other developing countries in general to strengthen their 

dynamic capabilities, including service innovation capabilities, multi-channel 

integration, and brand orientation for sustaining their competitive advantages. 
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In a dynamic environment, it is vital for managers to regularly review and identify 

fluctuations in the market and technology in order to proactively change and adapt. In 

addition, managers should establish an alert control system that allows them to capture 

new business trends and recognize new changes in customer preferences. By fully 

identifying market dynamism, retailers can determine directions for nurturing their 

dynamic capabilities, which will provide added value to customers. 

For innovative service capability, managers should research new methods based 

on the information technology applications in their management fields, such as 

operation management, warehouse management, supply chain management, human 

resource management, and financial management. This application not only facilitates 

the management of the whole organization but also significantly reduces operational 

costs, which enables firms to obtain a competitive advantage. Additionally, we 

strongly recommend that Vietnamese retail firms extend their retail services by 

launching e-retail channels and other modern channels, because they can respond 

effectively to significantly changing customer behavior in recent years. In particular, 

after the COVID-19 pandemic, many consumers have had tendencies to prefer online 

shopping to traditional channels. Additionally, attention should be paid to facilitating 

support services, both before and after purchasing. Consulting groups should be 

established to provide customers with sufficient information for their purchasing 

decisions. Additionally, Vietnamese retail enterprises should provide new and 

convenient payment and delivery methods for their clients, which significantly 

influences their purchase decisions. 

In addition to expanding distribution channels, integrating channels need to be 

given much attention because it enables retail firms to create convenient retail services. 

Accordingly, both pre- and after-sales services must be offered consistently in the 

entire channel network, allowing consumers to easily find product/service 

information, make orders and payments, and receive purchased commodities anytime 

and anywhere they want. Additionally, retailer managers should consider applying 

new and advanced retail channels by coordinating with other service provider 

methods, such as ordering and paying directly to customers’ mobile banking apps. 

These innovative distribution channels not only provide seamless and convenient 

shopping experiences for consumers but also enhance the close relationship between 

a retailer and its partners. 

Furthermore, it is necessary to establish brand orientation as it provides retailers 

with guidelines for creating effective branding strategies. Brand orientation should be 

clearly expressed in the retail firms’ long-term directions. This helps managers create 

sustainable brand equity and improve a firm’s reputation, which can lead to business 

differentiation. 

6. Conclusion, limitations, and future research 

Based on a novel approach of the underlying theories of the RBV and DCV, this 

study examined the linkages among the perceived ED, SIC, MC, BO, and CAD of 

businesses. Through an empirical study, the research findings illustrate the direct and 

significant impact of SIC, MC, and BO on sustaining retailers’ CAD. In addition, the 

findings express the antecedent role of SIC in enhancing both retailers’ MC and BO. 
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Additionally, the research shows the remarkable role of perceived environmental 

dynamism in directly fostering the development of retailers’ SIC, MC, and BO. 

Therefore, study provides valuable evidence to fill up the significant gaps in the 

current literature and it also generates many significant implications for business 

practitioners in sustaining competitive advantage as well enhancement the retail 

development. 

Nevertheless, this study has some limitations, which provide directions and 

guidelines for further research. First, although this research has exploited the 

influences of SIC, MC, and BO in maintaining a firm’s CAD, CAD may be created 

using various resources and capabilities from different functional departments. Future 

research can investigate this through the lens of retailers’ functional parts. Moreover, 

this experimental study was conducted in a relatively small context in Vietnamese 

retail firms, which may lead to difficulties in transferring to other situations. Further 

research can explore these linkages using a broader sample with greater variation in 

firm, industry, or country. 
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