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Abstract

This conceptual paper examines the factors influencing performance in Malaysia's retail
industry, driven by the rapid growth of e- logistics commerce and the rising demand for
logistics services. Although the global logistics market has seen significant growth, there is still
a lack of detailed insights into Malaysia's logistics sector. Key factors affecting logistics
performance include logistics service quality, technology adoption, and cooperative
partnerships. High-quality logistics services are essential for enhancing customer satisfaction
and business success. The integration of advanced technologies, such as the Internet of Things
and Radio Frequency ldentification, plays a critical role in improving operational efficiency.
Moreover, strong partnerships between logistics service providers and retailers foster better
communication and resource sharing, leading to improved logistics outcomes. This study
emphasizes the need for continued research to understand the specific logistics factors that
contribute to competitive advantage and operational efficiency within the Malaysian retail
sector. Addressing these factors is vital for enhancing the overall performance of logistics
operations and meeting evolving consumer demands in a dynamic market.

Keywords: Logistics Service Quality, Technology Adoption, Cooperative Partnerships,
Logistics Performance

Introduction

The rapid growth of e-commerce and the increasing demand for logistics services have
significantly boosted the Malaysian retail industry. According to Gan (2022), the global
logistics market was valued at approximately $1.020 trillion in 2020 and is expected to grow
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further. However, specific data on the Malaysian logistics sector is still limited. The expanding
e-commerce environment presents opportunities for logistics service providers (LSPs),
attracting both domestic and foreign companies. With a population of about 31 million,
Malaysia offers a profitable market for LSPs to adapt to evolving customer needs.

The logistics industry's evolution profoundly affects customer satisfaction and loyalty.
Superior logistics services are crucial for improving corporate success, necessitating an
examination of the individual logistics elements that influence overall performance and
competitive advantage in Malaysia. The incorporation of sophisticated technologies, such the
Internet of Things (loT) and Radio Frequency ldentification (RFID), is essential for enhancing
logistics performance. This study will examine the effective implementation of these
technologies to address increasing consumer demands and enhance service performance.

The growth of the logistics sector in Malaysia is closely tied to technological
advancements and the increasing complexity of supply chains. Talib et al. (2020) stated that
LSPs are investing heavily in logistics technology to improve operational efficiency, enhance
service delivery, and reduce costs. The COVID-19 pandemic has accelerated these trends,
forcing businesses to adapt to changing customer behaviors, especially the shift towards
online shopping. Tan (2023), emphasizes that integrating digital technologies, such as big data
analytics and blockchain, is essential for LSPs to remain competitive and improve logistics
performance. Shahadat et al (2023), further support this by highlighting how technological
advancements strengthen operational capabilities and create more resilient supply chains.

Several key factors affect the efficiency of the Malaysian retail sector, including the
quality of logistics services, logistics technology, and the relationships between LSPs and their
clients. High-quality logistics services are vital for improving business performance, leading to
greater customer satisfaction and financial success. Oliveira et al (2022), stress the
importance of effective logistics in urban deliveries, particularly in light of changing consumer
behaviors during the COVID-19 pandemic, which has shifted demand from traditional retail
to online platforms. Tehseen et al (2021), assert that the perceived success of Malaysian
SMEs, particularly retailers, is closely linked to the quality of their logistics services.

The role of technology and innovation in logistics is crucial. Sakrabani and Ping (2020),
demonstrate that technological capabilities are essential for achieving high performance in
logistics operations. In Malaysia, the adoption of Retail 4.0 technologies is still in its early
stages, with only 15-20% of businesses implementing these innovations (Sakrabani & Ping,
2020). This slow adoption may hinder retailers' ability to meet rising consumer demands for
on-demand delivery and real-time data access, which are now standard in the retail industry
(Sakrabani & Teoh, 2020). Information technology is critical for addressing these needs, as
highlighted by Perera et al (2020), who discuss the rapid adoption of IT solutions to enhance
supply chain responsiveness.

The relationship between LSPs and their clients is essential for improving logistics
service quality and overall performance. Munita et al (2020), argue that strong partnerships
allow LSPs to deliver services more effectively, thus enhancing logistics performance. This is
particularly relevant in the Malaysian retail sector, where consumer expectations increasingly
emphasize speed and efficiency in delivery. Mokhlis et al (2021), note that Industry 4.0
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technologies support this trend, enabling retailers to leverage innovations to optimize
operations and meet customer demands for fast service. Fernando et al. (2022) investigate
the influence of on-demand delivery systems on customer expectations and logistics
strategies within the retail sector.

The transport and logistics sector in Malaysia is vital to the national economy, with a
market value expected to exceed USD 100 billion by 2026, driven by the rise of e-commerce
and digital logistics innovations. Kara & Yalgin (2022), project a growth rate of around 6% per
year from 2021 to 2026, primarily due to the increasing demand for efficient logistics services
that cater to the evolving needs of customers in the digital marketplace. Omotayo & Melan
(2022), emphasize that LSPs face significant challenges in achieving operational efficiency in
this dynamic environment, necessitating a commitment to enhancing service quality and
transparency.

To improve the domestic logistics sector, Malaysia must focus on enhancing logistics
performance to meet customer expectations. Kaur (2021) suggests this involves developing a
skilled workforce, particularly in middle and senior management, responsible for strategic
logistics planning. Implementing advanced technology and digital logistics systems is crucial
for improving competitiveness and operational efficiency. Amiruddin & Romdhony (2020)
indicate that adopting automation and digital platforms can significantly enhance logistics
operations, reduce costs, and improve service delivery. Therefore, Omotayo & Melan (2022),
argue that LSPs must diversify their service offerings to meet customer needs and market
trends.

Furthermore, research by Bahsri & Zakaria (2023), shows that the quality of logistics
services greatly influences customer satisfaction and loyalty, highlighting the need to
maintain high service standards. However, a gap exists in the literature regarding the specific
logistics factors that impact overall performance and competitive advantage in Malaysia.
Rahim (2023), stresses the importance of addressing this gap to better understand how
logistics operations can be improved to align with the nation's broader economic goals. As
the logistics industry continues to evolve, stakeholders need stay engaged in research and
development to keep pace with its changing demands.

A significant deficiency exists in the literature concerning the logistical elements that
especially influence performance within the Malaysian setting. The study seeks to bridge this
gap by offering insights that can assist industry players in enhancing logistics operations to
correspond with the nation's overarching economic objectives. The results of this study will
be advantageous for multiple stakeholders, including logistics service providers (LSPs),
merchants, and policymakers. This research will assist stakeholders in improving service
quality, operational efficiency, and customer happiness by concentrating on the utility and
efficacy of logistics operations, which are essential for continued corporate success in a
competitive landscape.

This article underscores the importance of logistics performance in the Malaysian

retail sector, stressing the necessity for ongoing research to identify the precise elements that
foster competitive advantage and operational efficiency. It aims to offer pragmatic insights
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for industry stakeholders striving to improve their logistics operations in a swiftly evolving
market.

Literature Review and Hypothesis Development

Logistics Performance

The logistics performance in the Malaysian retail sector is a multifaceted concept that
includes efficiency, effectiveness, and differentiation (Arun & Yildirim, 2023). This aligns with
Khadim et al. (2021), who emphasized that evaluating logistics performance should focus on
the effectiveness and efficiency of logistical operations. In Malaysia, the retail sector has come
under increased inspection over its logistical efficiency, particularly in terms of delivering
customer value. Langley and Holcomb Irfani et al. (2019) clarified that difference is an
essential element of logistics performance, which can be measured by customer service
metrics like delivery punctuality and service accessibility. These measures are especially
relevant in the Malaysian retail sector, where consumer expectations for timely and reliable
service are increasing.

Furthermore, the Malaysian retail sector is increasingly recognizing the importance of
information technology in enhancing logistics efficiency. Zawawi Sentia et al (2018), stated
that integrating advanced information technology systems significantly improves logistics
performance. This viewpoint is supported by Cakir (2016), who stated that logistics
performance is a crucial for logistics service providers. The relationship between technology
and logistics performance is especially prominent in Malaysia, where digital transformation is
reshaping retail operations (Lee et al., 2022). Implementing advanced logistics management
systems enables retailers to optimize processes, reduce costs, and improve service delivery,
thereby enhancing overall performance.

In addition to efficiency and effectiveness, the Malaysian retail sector must navigate
the complexities of evaluating logistics performance in a competitive market. Panayides et al.
(2018), identified four key perspectives for assessing logistics performance: effectiveness,
efficiency, satisfaction, and innovation. This comprehensive approach is essential for
Malaysian retailers aiming to stand out in a crowded market. The challenge lies in accurately
measuring these factors, especially since the definitions of effectiveness and efficiency are
often confused. Arun and Yildirim (2023), clarified that effectiveness refers to the wise use of
resources, while efficiency relates to a company’s ability to achieve desired outcomes with
minimal resource expenditure. A thorough understanding of these concepts is vital for
Malaysian retailers looking to streamline logistics operations and strengthen their
competitive position in the market (Kozikojoukian, 2021). For aforementioned reasons, this
study further explores the factors affecting logistics performance in the Malaysian retail
industry.

Logistics Service Quality

The Logistics service quality plays a crucial role in determining the overall performance of
logistics within the retail sector. It encompasses various dimensions, including reliability,
responsiveness, assurance, empathy, and tangibles, which collectively influence customer
satisfaction and loyalty (Yang et al., 2024). Research indicates that higher logistics service
quality directly correlates with improved logistics performance, as it enhances customer trust
and satisfaction, leading to repeat business and positive word-of-mouth (Ejdys & Gulc, 2020;
Sutrisno et al., 2019). For instance, studies have shown that effective logistics service quality
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not only meets customer expectations but also fosters a competitive advantage for retailers,
thereby improving their operational efficiency and market position (Gotzamani et al., 2010;
Chen & Qij, 2016).

According to Sutrisno et al (2019), operational and relational performances in logistics
services significantly correlate with customer satisfaction, which in turn influences logistics
performance. Additionally, Liu and Song (2023), highlights that logistics integration
capabilities enhance performance in omni-channel retailing, suggesting that effective logistics
service quality is integral to achieving superior logistics performance. Similarly, Chen and Qi
(2016), highlight logistics service speed as a key factor influencing customer satisfaction,
further reinforcing the connection between service quality and overall logistics performance.

Additionally, the significance of logistics service quality becomes even more critical in
the changing retail landscape, particularly with the rise of omni-channel retailing (Wang et al.,
2022). As retailers adapt to these changes, the ability to provide high-quality logistics services
becomes essential for maintaining customer loyalty and satisfaction (Ishfaq et al., 2016; Song
et al., 2019). The integration of logistics service quality into the strategic framework of retail
operations enhances both customer experience and performance metrics (Lin et al., 2016;
Bouzaabia et al., 2013). Derived from earlier mentioned discussions, this study hypothesized
that:

H1: There is a positive relationship between logistics service quality and logistics
performance.

Technology Adoption

The adoption of technology plays a crucial role in enhancing logistics performance within the
Malaysian retail industry. As retailers increasingly integrate advanced technologies such as
the Internet of Things (loT) and Radio Frequency Identification (RFID), they experience
improvements in operational efficiency and inventory management (Tan & Sidhu, 2022). For
instance, RFID technology has been recognized for its potential to enhance inventory accuracy
and provide real-time data, which is essential for effective supply chain management (Shankar
et al., 2021). Moreover, the implementation of 10T solutions allows retailers to optimize in-
store operations and streamline e-commerce processes, thereby improving overall logistics
performance (De Vass et al., 2021; Sakrabani & Teoh, 2020). The focus on adopting such
technologies aligns with the broader trend of Retail 4.0, where internal processes are
enhanced through data analytics and automation, leading to better customer service and
financial outcomes (Sakrabani, 2020).

In the Malaysian context, the readiness of retailers to adopt new technologies
significantly influences their logistics performance. Research indicates that Malaysian
retailers are increasingly focusing on back-end technologies that streamline internal
processes, which in turn enhances customer satisfaction and financial performance (Hamim,
et al.,, 2021; Masudin et al.,, 2021). The Technology-Organization-Environment (TOE)
framework has been instrumental in understanding the factors that drive technology
adoption among retailers (Chittipaka et al., 2023; Nguyen et al., 2022; Malik et al., 2021). This
framework emphasizes the importance of organizational readiness and environmental
factors, such as market competition and consumer expectations, which are critical for
successful technology integration (Sakrabani & Ping, 2020). Thus, the acceptance of
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technology by consumers is a vital consideration for retailers, as it directly impacts the
effectiveness of technology adoption strategies.

Despite the clear benefits of technology adoption, challenges remain in the Malaysian
retail sector. Many retailers have not yet fully integrated technologies such as RFID, which
could greatly improve logistics efficiency (Roberts et al., 2021; Tan & Sidhu, 2022; Kalaiarasan
et al.,, 2024). The slow adoption rates can be attributed to various factors, including the
perceived risks associated with new technology investments and the need for employee
training (Choi et al., 2020). Meanwhile, studies show that retailers who effectively adopt these
technologies can significantly enhance their logistics performance (Behl et al., 2024,
Argyropoulou et al., 2024). Therefore, adopting technology will be crucial for retailers aiming
to remain competitive and enhance their logistics capabilities as the retail landscape evolves.
Derived from earlier mentioned discussions, this study hypothesized that:

H2: There is a positive relationship between technology adoption and logistics
performance.

Cooperative Partnerships

The Cooperative partnerships play a crucial role in enhancing logistics performance within the
Malaysian retail industry. The establishment of strong partnerships among various
stakeholders, including suppliers, logistics service providers, and retailers, fosters an
environment conducive to information sharing and resource optimization (Hall et al., 2022).
Research indicates that effective partnerships significantly impact supply chain performance
by facilitating rapid decision-making and improving service quality (Zhong et al., 2020). In
Malaysia's competitive retail industry, effective collaboration can result in significant cost
savings and enhanced operational efficiency. Makmor et al. (2023) support this statement by
emphasizing the importance of collaboration in logistics information systems to deliver high-
quality services, highlighting that partnerships are crucial for navigating the complexities of
modern supply chains.

Moreover, the dynamics of cooperative relationships can influence logistics
performance through various mechanisms, such as shared incentives and mutual trust.
Studies have shown that partnerships characterized by high-quality interactions and effective
communication lead to better performance outcomes (Zhong et al., 2020; Wang et al., 2021).
In Malaysia’s retail sector, businesses frequently face supply chain disruptions and fluctuating
consumer demands. Establishing cooperative partnerships can provide a competitive
advantage in this challenging environment. Jiménez et al (2019), state that cooperative
relationships with suppliers positively impact performance, highlighting the importance of
strategic alliances in enhancing logistics capabilities. This is particularly relevant for Malaysian
retailers who must adapt to rapidly changing market conditions.

In addition to enhancing operational efficiency, cooperative partnerships can drive
innovation within the logistics sector. Research by Shin et al (2019), indicates that deeper
partnerships correlate with increased innovation and better overall firm performance. This
finding is particularly relevant in Malaysia, where integrating technology and innovative
practices is vital for sustaining growth in the retail industry. A collaborative approach not only
enhances logistics performance but also fosters a culture of continuous improvement and
adaptability among partners (Zhong et al., 2020; Makmor et al., 2023; Jiménez et al, 2019;
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Hendayani & Alviyan, 2019). Therefore, derived from earlier mentioned discussions, this study
hypothesized that:

H3: There is a positive relationship between cooperative partnerships and logistics
performance.

Based on the existing literature and the hypotheses detailed above, the research framework
presented in Figure 1 was developed. This framework illustrates the factors affecting logistics
performance, specifically focusing on logistics service quality, technology adoption, and
cooperative partnerships.

Logistics Service Quality

Technology Adoption Logistics Performance

Cooperative Partnerships

Figure 1: Conceptual Framework

Discussion

In the Malaysian retail sector, evaluating logistics performance is increasingly important as
companies aim to boost their competitive edge. Key factors affecting logistics performance
include service quality, technology, and the relationships between suppliers and customers.
These elements are essential for improving operational efficiency and fostering customer
satisfaction and loyalty, which are crucial for sustained business growth in a competitive
environment. Recent studies by Samad et al (2021), highlight the importance of logistics
service quality (LSQ) in enhancing customer satisfaction, particularly in Malaysia’s courier and
logistics industries, where timely and reliable service is critical.

Moreover, integrating new technologies into logistics operations has significantly
enhanced performance metrics. Fernando et al (2022), found that using traceability systems
enhances logistics performance, especially in halal logistics, where compliance with religious
standards is vital. Yingfei et al (2022), further illustrate that effective use of technology
correlates with better service quality and improved customer experiences, thereby increasing
customer loyalty towards logistics providers.

The dynamics between suppliers and customers also play a critical role in logistics
performance. Chandran (2024), highlights that strong partnerships can help organizations
improve supply chain visibility and responsiveness, which are essential for meeting market
demands quickly. Widjaja (2022), also stated that strong supplier relationships lead to better
operational performance and customer satisfaction by facilitating effective communication
and information sharing. This is particularly relevant in Malaysia, where the logistics sector
consists of various participants, including micro, small, and medium enterprises (MSMEs),
which heavily rely on solid supplier connections to navigate challenges and seize
opportunities (Husin & Haron, 2020).
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Conclusion and Future Recommendations

In conclusion, logistics performance in the Malaysian retail sector can be effectively evaluated
through logistics service quality, technological advancements, and strong supplier-customer
relationships. These elements work together to boost operational efficiency, enhance service
quality, and ensure timely deliveries, thereby enabling logistics organizations to improve their
overall performance and gain a competitive edge in the market.

To further enhance logistics performance, stakeholders in Malaysia should prioritize
several key actions. First, investing in advanced technologies, such as the Internet of Things
(loT) and data analytics, is essential for optimizing logistics processes and meeting the
evolving needs of consumers. Second, fostering collaborative partnerships among logistics
service providers, retailers, and suppliers can facilitate information sharing and resource
optimization, leading to improved service delivery and customer satisfaction.

Additionally, continuous training and development of the workforce are crucial to
equip employees with the necessary skills to navigate the complexities of modern logistics.
As the retail environment evolves—especially following the COVID-19 pandemic—embracing
innovation and maintaining high service quality will be vital for the success of logistics
operations in Malaysia.

Future research should focus on identifying specific logistics factors that impact
performance and competitive advantage within the Malaysian context. This will help to fill
the existing gaps in the literature and provide practical insights for industry stakeholders
aiming to align logistics operations with the country's broader economic objectives.
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