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ABSTRACT

Reverse logistics has played a significant role in reducing waste and climate impact in line with
Sustainable Development Goals (SDG). The growing number of businesses and e — commerce
adopting Reverse Logistics (RL) have become an essential part of operation of the supply chain
for many businesses and manufacturers. Thus, product recovery has become essential when
quality issues arise. Thereby, this study intends to investigate the relationship between barriers
in adopting RL among e — commerce firms in Malaysia. In this research, there are two concepts
of variables of the barrier: management barrier and financial barrier towards the adoption of RL
among e — commerce firms. Questions were distributed to the businesses in top visited e —
commerce platforms: LAZADA and Shopee. The research has received feedback from 35
respondents. The analysis was conducted by using descriptive and causal analysis using the IBM
Statistical Package for Social Science (SPSS). The results show a negative relationship between
the management and financial barriers and the level of adoption of RL. The lack of commitment
of top management was the major barrier in management barrier towards RL practices with the
highest mean of 3.486 as well as the lowest with a mean score of 3.0571 which the organization
is not willing to accept the support from dealers, distributors, and retailers. Lastly, the high
investments and less return on investment is a financial barrier for the organization to adopt RL
with the highest mean score of 3.743 while the lowest mean at 3.371, the company unwilling to
allocate financial resources to Reverse Logistics practices. The results were found to be at

moderate level for both variables.

Key Words: Reverse Logistics; E — commerce; Management Barrier; Financial Barrier;
Adoption; Malaysia.



1.0 Introduction

Reverse Logistics (RL) activity is currently expanding globally, covering all
supply chain layers in various industry sectors and it is now become the main ability in the
latest supply chains around the world (Brito & Dekker, 2003). According to Hazen et al.
(2015), RL refers to the movement of the goods that returned from the consumer side back
to the producer within the distribution channel. Allied Market Research (18 March 2020)
reported that the global RL market registered at Compound Annual Growth Rate is 4.6%
from 2018 to 2025 and it shows that the RL playing a significant role in supply chain world.
Many companies previously do not focus on RL but focus on Green Supply Chain (GSC)

concept to reduce environmental issues.

Generally, RL is the activities that are related to the reuse of the product. It is the
method of reversing the products to the location where they were made, and they will be
process for reuse, repair, remanufacture, or recycle to an acceptable usable condition and
resold. Thus, RL is important to e-commerce, merchant, and consumers. The number of
end-of-life products and parts that need to be transformed and shows a growing trend e-
commerce (Lamba, Yadav, Barve & Panda, 2019). Return policies is seen as the tools to
increase customer loyalty and many e-commerce retailers provide their customers with free
return facilities to boost customer satisfaction and strengthen competitive advantages (Xu
& Jiang, 2009). There is not much of research done on the barriers of RL adoption such as
Sharma, Panda, Mahapatra, & Sahu (2011) and not widely accepted in some organization in
adoption of RL (Sharma et al, 2011).

Organization not paid attention to RL and often overlook the importance of RL
activities. Management is usually concerned about the inbound movement of materials and
products to ensure that they caneffectively deliver materials through their supply chain at
the right cost and within therequired time. As a result, companies are unaware of the
importance of handling returned products, and also tend to redirect reverse logistics
personnel to forwardlogistics functions when facility demand is high (Rogers & Tibben-
Lembke, 1998).

Furthermore, in Malaysia, reverse logistics has not yet attracted attention from
the corporate, and most companies have also avoid from implement RL (Abdullah and

Yaakub, 2014). One of the reasons that the industry implements the RL in a business due to
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environmental aspects. RL is part of the cost of the company, Rogers & Tibbem (2001)
estimated that RL costs nearly 4% of the total logistics costs. Thus, many companies do not
implement RL due to high logistics cost. This study aims to investigate the barriers in
adoption of RL and level among Malaysian e-commerce. Thus, the objectives of this study

are:
(b) To examine the relationship between management barriers adoption of RL
among Malaysian e-commerce.
(©) To examine the relationship between financial barriers to and level of RL
adoption among Malaysian e-commerce.
2.0 Literature Review
2.1 Introduction of Reverse Logistics

RL is one of the part of return management in supply chain management
(Mollenkopf & Closs, 2005) while making a comparison to forward logistics, RL is slow,
uncertain, and difficult to manage due to the high-cost reason (Yanyan, 2010) it can then be
supported by Rogers and Tibben-Lembke (1998) that they interviewed with RL managers at
the United States and the cost to the account and estimated around 4 percent from total
logistics costs. Distinguishing between RL and Forward logistics also is important. The
practices between Forwards and RL are separated by Rogers and Tibben-Lembke (1998) as

shown in Figure 1 below.
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Figure 1: Forward and Reverse Logistics Differences
Source: Rogers and Tibben-Lembke (1998)

Research done in Tunisia by Laribi and Dhouib (2016) stated that many
companies having difficulties to implement RL due to multiple barriers while lack of
awareness is the main issue. In Malaysia study done by Abdullah Halim, & Yaakub (2014),
the adoption of the RL level is extremely low in Malaysia manufacturers and the most
influenced on the adoption level was regulatory pressure. Yacob at el., (2012) investigated
that low adoption of RL in Malaysia manufacturing firms was because the firm focus on
forwards logistics and overlook the importance of RL. Many firms in Malaysia focus on

forwards logistics and overlook the importance of RL (Yacob et al., 2012).

2.2 Barriers in adoption of Reverse Logistics

The implementation of RL is difficult in developing countries like Malaysia due
to lack of societal pressure, lack of attention to environmental issues, and so on. Successful
implementation of RL needs economic and financial support from many parties including
the company, government, or partners in the supply chain. Rogers and Tibben-Lembke
(1998) investigated a total of 8 of the barriers to RL namely the importance of RL relative
to other issues, company policies, lack of systems, competitive issues, management
inattention, financial, personnel resources, and legal issue. Then, Ravi and Shankar (2005)
further expand it with another three barriers which are problems with product quality,
resistance to change to RL, and lack of appropriate performance metrics. Prakash and Barua
(2015) categorized these RL barriers into seven categories including management,
organizational, economic, legal, technological, infrastructural, and market-related barriers.
Abdulrahman et al. (2012) classified the barriers into four groups namely management,
financial, policy, and infrastructural barrier. Their study showed that barrier in management
is lack of RL experts and low commitment in the organizational category while the main
barrier in the financial category based on the finding was lack of initial capital. Thus, this
study discusses the barriers in implementing RL into management barriers and financial

barriers.



2.2.1 Management Barrier

Birkinshaw, Hamel, and Mol (2008), stated that management refers to a process
that aim the organizational goals by working with people and any other organizational
resources. Prakash and Barua (2015) stated that management barriers include lack of
management support, lack of awareness, less planning, and effort on integrating the
business process, lack of change management practices, less focus on extended
responsibility, and drafting policies. Then, Patyk et al., (2014) conducted a study in Polish
companies found that organizational problems were the biggest barriers among others group
(economical, market, government) during reverse logistics implementation. were the
biggest barriers among others group (economical, market, government) during reverse

logistics implementation.

Over one-third of respondents indicated that company policies negatively affect
RL management (Rogers & Tibben-Lembke, 2001). This study showed that the company
policies that could prevent RL from working effectively contribute to management barriers
(Rogers & Tibben-Lembke, 2001). Conversely, Patyk et al.,(2014) find that only 14% of
respondents marked company policies are the barrier to RL because if the company policies
too strict and it might affect the RL implementation. According to Sarkis (2009), top
management has great power to influence the organization's adoption of green initiatives.
It can, therefore, conclude that one of the barriers, when the organization carries out RL
activities, is the lack of top management commitment. So, it is good that the study looks
deeply to investigate whether financial is once the barrier that firms in Malaysia faced when
implementing RL.

2.2.2 Financial Barrier

Abdulrahman et al. (2014) and Sharma et al. (2011) stated that a lack of initial
capital to implement the returns monitoring system and handling the returned items is the
major barrier to the RL practices. According to Ganjali, Shirouyehzad and Shahin (2014),
the RL practices is an unstable practice from the management view as it involves financial

aspects that may affect the performance of the organization in long run. A successful RL
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operation required a high-end information system that is important to track the returned
items which require high resources and capital to start and maintain the RL (Bernon et al.,
2011). Apart from that, to make the RL operation effectively, it requires the operator or
worker to be trained, as result, it requires strong financial support that management not
willing to spend on RL (Sarkis, Zhu & Lai, 2011).

Rogers and Tibben-Lembke (1999) study on the barrier of RL stated that only
18.9% of respondents think that financial resources were the barriers to make the RL
activities successful in their firm. Waqas et al., (2018) study showed that financial barriers
such as the financial burden of the tax were the top major barrier to RL which similar
conducted by Abdulrahman et al., (2014) in which financial barrier like lack of initial
capital are the main barriers to the implementation of RL in the manufacturing industry in
China. Thus, it is good that the study looks deeply to investigate whether financial is once

the barrier that firms in Malaysia faced when implementing RL.

3.0 Research Methodology

This research employed a quantitative approach. Data were collected through the
survey questionnaire. A five-point Likert scale of 1 (Strongly disagree) to 5 (Strongly agree)
was used to determine the level of agreement to the statement designed in the questionnaire.
The study was conducted on the online merchant/seller on both fashion and electronic
categories in LAZADA and Shopee where most of the people frequently visited and spent
on. Purposive sampling is used to ensure the data obtained are from credible sources.

The sample size for this study used Tabachnick and Fidell (2007) rule. A total
of 66 sets of survey questionnaires distributed through the e-commerce platform chat or by
email. One of the reasons for the failure to reach the minimum sample size is that the person
in charge of the e-commerce account is not the company's management owner and not
confident to fill unable to answer the questionnaire on behalf of the company. According
to Roscoe (1975), sample sizes greater than 30 are appropriate. Data were analysed by using

descriptive and correlation methods.



4.0 Results and discussion

Only 35 respondents provide the feedback from the questionnaire and the
response rate is at 53.03%. Generally, the number of respondents hold a top manager
position slightly higher than the front-line manager which is 45.71% and 42.86%
respectively.

4.1 Management barrier in adoption of RL

Table 1 shows the summary of the management barrier to adopt RL. The result
indicated there is lack of commitment from top management is the major barrier in
management barrier towards RL practices with the highest mean of 3.486. The lowest with
amean score of 3.0571 is “The organization is not willing to accept the support from dealers,
14 distributors, and retailers”. Overall mean score for the management barrier to adoption of

RL is 3.3143. Which indicates that it is at a moderate level.

Table 1 Summary of Management Barrier to adoption of RL

Statement Mean

The organization top management is lack of commitment towards Reverse Logistics

: 3.486
practices.
The organization lack of understanding of the importance of Reverse Logistics. 3.429
The organization management did not pay attention to Reverse Logistics. 3.429
The organization lack of appropriate performance management system towards 3371
Reverse Logistics practices. )
The organization lack of waste management practices. 3.343
The organization lack of Reverse Logistics expert at management level. 3.343
The organization is lack of strategic planning and structure of the Reverse Logistics 3314
practices. )
The organization faces resistance in the change of Reverse Logistics. 3.314
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The organization lack of cooperation with Reverse Logistics professionals. 3.314

The organization lack of management initiatives for transport and logistics to the

- . 3.257
Reverse Logistics practices.
The organization lack of support from the logistics providers toward Reverse Logistics 3229
practices. )
The organization has a poor organizational culture toward Reverse Logistics practices. 3.200
The organization is not willing to accept the support from dealers, distributors, and
retailers. 3.057

Overall Mean: 3.5048

The Pearson correlation recorded -0.412 in Table 2 shows the weak negative
correlation between financial barrier and the adoption of RL. with a sig. level of 0.014. Result
shows that, when the adoption of RL increases, management barriers will be decreased. Thus,
to increase the level of RL adoption, the organisation needs to reduce the barriers in adapting
the RL.

Table 2 Relationship Between Adoption of RL and Management Barriers

Correlations

Adoptio Management
n of RL Barriers

Level of RL Adoption Pearson 1 -.412"
Correlation
Sig. (2-tailed) .014
N 35 35
Management Barriers Pearson -412" 1
Correlation
Sig. (2-tailed) .014
N 35 35

*, Correlation is significant at the 0.05 level (2-tailed).

Lack of commitment of top management are the major management barriers
towards RL practices. This finding produced result which corroborates the finding of Ravi
and Shankar (2005) that management barriers were statistically significant with the adoption

of RL. This study suggests that e-commerce companies must understand RL because the high
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level of barriers will contribute to the low adoption of RL. Commitment from top management
in the RL is important. However, this study shows the results which the lack of commitment
and lack of management support create in the low adoption of RL in the Malaysian e-
commerce company. Perhaps the management team is more likely to see the return on
investment rather than wasting time on events with a lot of uncertainty. Hence, the

management team does not give high support in implement the RL practices.

4.2 Financial barrier in adoption of RL

Table 3 shows the summary of the financial barrier to adaption of RL. Overall, the
mean score for the measurement falls between 3.3429 to 3.7429. The result indicated that
“High investments and less return on investment.” is the barrier for the organization to adopt
RL with the mean score of 3.743. The overall mean score of 3.5048 shows that financial

barriers to adoption of RL are at a moderate level.

Table 3 ~ Summary of Financial Barrier to RL Adoption

Statement Mean

High investments and less return on investment be an obstacle

o - . 3.743
for my organization to adopt Reverse Logistics practices.
High costs of operation in transportation and reprocessing be
the obstacle for my organization to adopt Reverse Logistics 3.600
practices.
The organization lack of funds for training to adopt Reverse 3571
Logistics practices. '
High cost in financial resources is the obstacle for my 3543
organization to adopt Reverse Logistics practices. ’
The organization lack of funds for return monitoring systems to 3543
adopt Reverse Logistics practices. ’
The organization lack of funds for storage and handling to 3.457

adopt Reverse Logistics practices.




Nonavailability of bank loans to encourage green
products/processes be an obstacle for my organization to adopt 3.371
Reverse Logistics practices.

The organization lack of initial capital to adopt Reverse Logistics
practices.

3.371

The company is not willing to allocate financial resources to
Reverse Logistics practices.

3.343

Overall Mean: 3.5048

The Pearson correlation recorded -0.613 in Table 4 shows the weak negative
correlation between financial barrier and the adoption of RL. with a sig. level of 0.000. Thus,

when the adoption of RL increases, management barriers will be decreased.

Table 4 Relationship Between Adoption of RL and Financial Barriers

Correlations

Adoption Financial
of RL Barrier

Level of RL Adoption Pearson 1 -.613™

Correlation

Sig. (2-tailed) .000

N 35 35
Financial_Barrier Pearson -.613™ 1

Correlation

Sig. (2-tailed) .000

N 35 35

**_Correlation is significant at the 0.01 level (2-tailed).

The barriers to adoption of RL among Malaysian e-commerce is at a moderate
level with an overall mean score of 2.8118. The result is consistent with the previous study
by Abdullah and Yaakub (2017) which studied the adoption of RL among manufacturers in
Malaysia and their study showed that the adoption R is moderate. Nine out of seventeen items
are less than average such as product refurbishment, remanufacturing, recycle, provide RL
related training, reuse, incorporated RL into the supply chain, repair the returned item, set KPI
standards to RL activities is not ready in the Malaysian e-commerce. Among the 17 activities

in the measurement, the activities receive customer return for replacement, exchange, or
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refund receive was frequently performed by the seller are most often performed by Malaysian.
The logistics cost for return is high when the customer needs to return to the seller and the
seller re-issues the new item back buyer. This finding further supported the idea of Shaharudin
et al. (2015) that return products increase the financial expense in the operations that lead to

the company losing their money.

The relationship between financial barriers and level of RL adoption is found to
be a negative relationship. The finding agrees with Shaharudin et al. (2015) finding, which
showed that lack of financial support is the main barrier for firms in adopting RL practices.
The financial barriers are limiting the ability of the firm to adopt RL practices. The analysis
from previous sections indicated that high investments and less return on investment be a
barrier for the organization to adopt RL with the highest mean score of 3.743 and the study
was consistent with the study by Garg, Luthra, and Haleem (2016). The results might be the
high cost to implement RL in the organisation and do not want to spend huge capital on RL

for long — term with no profitable of rate of return.

5.0 Conclusion

This study aims to investigate the barriers in adoption of RL among Malaysian e-
commerce. In general, the lower the barrier level, the easier it will be for e-commerce to adopt
RL, and the higher the barrier level, the more difficult it for e-commerce sellers to adopt RL.
The findings from this research contribute to the e-commerce industry and the finding can be
used as a reference by several related parties such as e-commerce, policymakers, and
researchers. In conclusion, it is hoped that the finding from this research may be beneficial to
society and provide an understanding of RL to both practitioners and academics.
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