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Abstract

Manufactures and all network partners may think that global supply chains are simple and direct. But, in the vast majority of cases, this is
not the case. Customer demand is supported by complex and lengthy global supply chain. The intermodal transportations provide the key
success of the connections between global factories and along the supply chain parties. While they provide critical services, each level of
transportation will present challenge and difficulty to all parties. This study look on how logistics commitment can improves operating
efficiencies among local manufacturers and service providers as they are in global supply chain network. And, how each intermodal in-
vested improve capabilities, creating reliable and economical port-to-destination delivery services in ensure good relationship with their
partners. The study aims is to identify how the service providers can reshape relationship and revise networks to maintain smooth and
efficient global logistics flows. This empirical study will use survey questionnaire to get the answer for each question and utilize Partial
Least Square (PLS) to analyse the data. Result shows how logistics commitment effort and strategy as to sustain global supply chain

relationship.
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1. Introduction

The supply chain encompasses all activities associated with the
flow and transformation of goods from raw materials stage (ex-
traction), through to the end user, as well as the associated infor-
mation flows. Material and information flow both up and down
the supply chain. Supply chain management (SCM) is the integra-
tion of these activities through improved supply chain relation-
ships to achieve a sustainable competitive advantage.

The aims of this study in general is to identify how logistics com-
mitment can sustain business relationships among global supply
chain partners by reshape relationship and revise networks to
maintain smooth and cost-efficient global logistics flows. Specifi-
cally, this study are to understand what factors that influence lo-
gistics commitment in global supply chain relationship; to test
what factors significantly influence global supply chain relation-
ship; and to identify in what degree the role of service provider
will moderate the relationship of logistics commitment between
trust, coordination, top management support, shared value, and
financial commitment with global supply chain in the long-term
relationship.

2. Global Supply Chain

Globalized market environments now offer significant opportuni-
ties for multinational companies to move their manufacturing and
distribution activities throughout the world especially among de-
veloping and emerging markets. Despite the opportunities provid-
ed with the reduced trade barriers, the domestic manufacturing

firms may face dangers of being excluded from the global supply
chain owing to their limited capability in complying with greater
quality standards, offering competitive prices, absorbing new
technology and producing innovative products. Even within this
context researchers argue that the global manufacturing strategies
alone may not be effective if not supported by successful logistics
and effective supply chain management strategies (1) and more
attention to sustainability of this sector (2).

The movement of goods internationally is a huge business with
trillions of dollar worth of products moving around the world. The
global journey always involves multiple carriers from different
modes, numerous border crossings, and long distances. The risk of
disruptions, delays, damage, low productivity and other problems
make for an eventful time whether the company are importing
electronics or exporting fresh products. According to Institute for
Sustainability as cited in (3) has defined business sustainability as
“the increase in productivity and/or reduction of consumed re-
sources without compromising product or service quality, compet-
itiveness, or profitability while helping to save the environment.”

3. Long Term Relationship and Global Supply
Chain

Relationship refers to the willingness of one party to commit and
maintain a relationship through various factors and as a measure
of strength and success of an inter-organizational relationship (4)
and represents the peak through long-term relationship (5). Term
of commitment has typically been defined as a channel member’s
intention to continue the relationship (6). The concept of commit-
ment is similar to the concept of a long-term orientation that re-
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flects the desire and utility of a buyer to have a long-term relation-
ship with a seller (7). Morgan and Hunt (8) also suggested that the
propensity for relational continuity and the establishment of long-
term relationship are central system of belief of relationship com-
mitment (9).

Committed service providers who are engaged in all or part of the
firm’s product distribution function, allow the shipper to focus on
its core competencies rather than on the distribution expertise.
Thus collaboration between service providers is essential for suc-
cessful outcome for the organization. Coordination (10) is very
important enabler of the relationship to move towards the shared
goal (11). In Ellram’s (12) study, partnership success factors iden-
tified shared goals as a high-ranking factor. Other studies (11-14)
confirm the importance of shared goals. And, participation (10)
and time spent together also factors enables service provider to
understand capabilities of each other (15).

Since global supply chains can reflect as much as 90% of a com-
pany’s cost base (16), complete knowledge and understanding of
these logistic relationship costs are critical for effective business
management and company performance. The critical nature of
business in the future demands that logistics management contin-
uously improve technology, infrastructure, and operations in the
global supply chain (GSC). Long-term relationship between ser-
vice providers creates an atmosphere of trust and commitment
which creates tendency to deliver and support GSC. Bradley (17),
long-term logistics relationship can provide required transition
time to improve the strategic business performance in supply
chain.

4. Logistics Management

Originally, logistics management in the organisation was only a
support function and was sometimes referred as a traffic council
within organisation (18,19). However, it now receives increasing
attention in corporate strategic planning because of the globalisa-
tion of competition and the complexities that have developed.
Logistics management has become a key factor in measuring a
company’s success (20). One of its functions is to create a fault-
less system that allows a product to be delivered to market effi-
ciently and at minimum cost.

Competition among logistics management providers also adds to
the value-added dimension and inspires them to tailor their ser-
vices needs. When all parties involved in logistics management in
providing services to their clients improved, all parties benefit
through more cost-efficient, innovative methods, and the capabili-
ties of all strategic allies are expanded along the global supply
chain (19). In this case, to ensure that the best services are provid-
ed, logistics companies have established strategic alliances with
multiple service providers.

The logistics strategic alliances should be initiated. The relation-
ship requires the establishment of a shared, long-term visionary
and financial commitment. Top management should provide sup-
port for the strategic alliance and should permit the service pro-
vider to participate in its logistics management strategic planning.
The alliance should have clear, specific and measurable goals in
increasing efficiency and reduced delivery frequency.

5. Global Freight and Intermodal Transporta-
tion

The global freight market will continue to evolve for all modes of
transportation. Intermodal transportation involves the use of two
or more modes of transportation in moving a shipment from origin
to destination. International transportation arrangements from one
country to other countries more towards intermodal transportation
with involve multiple modes and carriers. The capacity and effi-
ciency of ocean transportation allows large-volume shipments to
be transported between continents at relatively low per unit costs.

6. Methodology

A quantitative research method utilising a survey questionnaire
was employed to examine hypotheses identified in the conceptual
framework. The independent variables were measured using 24
items grouped into five constructs — trust, coordination, top man-
agement support, shared value. The dependent variables were
measured using 10 items to assess a firm's global supply chain
relationship. The unit of analysis used in this research is organiza-
tion and service provider organisations. The questionnaire was
forwarded to the key person in the organisation. The key person
was identified and selected based on their roles, which make them
knowledgeable regarding the issues studied. Hence, this study
targeted a person within a firm who is actively involved in the
decision-making process relating to the international operations.

A self-administered questionnaire approach was employed as the
numbers of sampling frame were considered high and they were
located at various locations in Peninsular Malaysia. The statistical
analysis method is focusing on estimating a set of model parame-
ters, this study relied on variance-based SEM, using partial least
square (PLS).

7. Theory Applied

This study aims to explore relationship management theory in
logistics commitment management towards global supply chain
strategic performance on cost efficient as moderated by service
provider role. Relationship management theory was developed
early in the marketing field. Several important relationship mar-
keting studies have provided theoretical foundations for effective
inter-firm relationship management (7, 21).

8. Framework and Hypotheses

Previous studies showed how trust and relationship commitment
have been identified as critical factors for successful logistics
service provider or Third Party Logistics (3PLs) alliance and
transactional relationships (22, 23). These study hypotheses are:
H1. Trust positively related to GSC relationship.

H2. Coordination positively related to GSC relationship.

H3. Top management support positively related to GSC relation-
ship.

H4. Shared value positively related to GSC relationship.

H5. Financial commitment positively related to GSC relationship.
He6. Service provider positively related to GSC relationship

H7a. Service provider role moderate the relationship between trust
and GSC relationship.

H7b. Service provider role moderate the relationship between
coordination and GSC relationship.

H7c. Service provider role moderate the relationship between top
management support and GSC relationship.

H7d. Service provider role moderate the relationship between
shared value and GSC relationship.

H7e. Service provider role moderate the relationship between
financial commitment and GSC relationship.
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Fig. 1. Logistics Commitment and GSC Relationship.

9. Results and Discussion

This study adopted PLS analysis as the primary analytic proce-
dure, which is robust to the violation of non-normality data distri-
bution. The bootstrapping method employed, which allow the
researcher to create sub samples from the original data set, enables
precise statistical results for non-normally distributed data with a
sample size ranging from 50 to 400 (24-26). The results indicate
that majority of the responding firms from 78 companies are in-
volve international operations and international logistics arrange-
ment. Almost half of the responding firms have operated within 5-
10 years, with majority of them employed less than 100 employ-
ees.

10. Descriptive and Measurement Model

Upon completed the missing value analyses, skewness and kurto-
sis tests were performed to examine the data distribution. Con-
sistent with (25-28), this study used a value of between -2.0 and
+2.0 as a cut-off point to represent a normally distributed data. All
items had skewness value of below + 1.0. Therefore, they were
considered non-extreme, and illustrating that non-normality was
not a significant issue.

The mean and standard deviations of all items, as well as
Cronbach’s alpha of each construct were measured using a 7-point
Likert scale. All constructs had Cronbach’s alpha values (Table 1)
of above the cut-off point 0.70, indicating that these scales are
reliable (29) as cited from Nunnally (30).
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Table 1: AVE and Composite Reliability Value

Constructs No. of | Average Variance Composite

items Extracted (AVE) Reliability
Trust 5 0.691 0.752
Coordination 5 0.769 0.714
Top management support 4 0.751 0.822
Shared value 4 0.752 0.793
Financial commitment 6 0.730 0.763
Service provider role 4 0.721 0.755
Global supply chain rela- 10 0.732 0.761

tionship

11. Structural Model

The structural model refers to the relationships between the con-
structs and is assessed by examining the predictive and explanato-
ry power of the study. The predictive power of a PLS model is
evaluated by examining the extent of variance explained (i.e R?) in
the dependent constructs. Figure 4 shows the structural model
results omitting the influence of the interacting moderator varia-
ble. Figure 4 also illustrated the R2 value for the GSC relationship.
The direct model explains 46.5 percent of the variance in GSC
cost efficient.

As refer to Figure 4, all beta path coefficients are positive and
statistically significant (at p<0.05, p<0.01, and p<0.001). In Figure
5, with moderating effect also shows all path coefficients are posi-
tive and statistically significant. As a basis of comparison, it can
be interpreted through direct model and by including the effects of
the interacting variables. The direct model explains 46.5 percent
of the variance in GSC relationship. In contract, by including the
effects of the interacting variables, a bigger proportion of the re-
spective variances in GSC relationship (R 0.498) is accounted
for.

Figure 5 shows the result of the structural model with interaction
effects. It presents the results of the structural model with modera-
tor variable. As proposed by Chin et al.(31), the hierarchical pro-
cess to construct and compare models with and without the respec-
tive interacting constructs. By including the moderating variable, a
higher percentage of the respective variances in GSC relationship
(R2 = 0.498) is showed. The explanatory power of the model is
examined by testing how well the observed data fit the hypothe-
sised relationship among constructs. This is by examining the sign
and statistical significance of the path coefficients of constructs in
the PLS model.
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Fig. 4. Structural Model Results without Moderating Effects

Table 2: Results of Path coefficient, T-value and R?

Research hypotheses Beta T-value
R?=0.465
H1 Trust positively related to GSC 0.311 3.478**
H2 relationship 0.325 3.322**
Coordination positively related
to GSC relationship
H3 Top management support posi- 0.421 3.755%**
tively related to GSC relation-
ship
H4 Shared value positively related 0.451 3.569***
to GSC relationship.
H5 Financial commitment positively 0.332 2.988**
H6 related to GSC relationship 0.213 2.666**
Service provider role positively
related to GSC cost efficient.
R”=0.498
H7, Service provider role moderate 0.177 1.042*
H7, the relationship between trust 0.143 1.031*
and GSC relationship Service
provider role moderate the rela-
tionship between coordination
and GSC relationship
H7. Service provider role moderate 0.125 1.014*
the relationship between top
management support and GSC
relationship
H74 Service provider role moderate 0.142 1.022*
the relationship between shared
value and GSC relationship
H7. Service provider role moderate 0.159 1.333*
the relationship between finan-
cial commitment and GSC rela-
tionship

Path coefficients significant at *** p<0.001, **p<0.01, *p<0.05

Fig. 5. (See Appendix — A)
12. Discussion

This study was carried out to obtain a better understanding the
effects of logistics commitment dimension namely trust, coordina-
tion, top management support, shared value, and financial com-
mitment in GSC relationship. Based on the descriptive statistics,
results showed the respondents are among companies operated
more than 11 years. The companies are established and have their
own strength in the logistics industry. The hypothesis one is sup-
ported and all five hypothesis (H1 to H5) showed logistics com-
mitment dimension positively related to GSC relationship. This
finding is consistent with previous research “...developing and
maintaining successful relational exchanges, concentrating on
committed, interactive and profitable exchanges with selected

customers or partners over time (32) emphasises the central roles
of trust and commitment in building the social and structural
bonds that constitute stable and long-term partnerships (33)”.

The H6 proposed a positive relationship between service providers
and GSC relationship also supported. The result supported by
previous study by Song et al.(19), stated that critical nature of
business in the future demands that logistics management contin-
uously improve technology, infrastructure, and operations in the
global supply chain.

Based on the results of the moderating effect, it showed that trust,
coordination, top management support, shared value, and financial
commitment in logistics commitment in relation to GSC cost effi-
cient had a positive interacting effect. Thus, H7, to H7. are accept-
ed. According to Thomas et al.(3), even a small interaction effect
can be meaningful under extreme moderating conditions, if the
resulting beta changes are meaningful, then it is important to take
these conditions into account. It showed that service providers
play main role in the relationship between logistics commitment
and GSC cost efficient in order to ensure long-term relationship.

13. Conclusion

This study highlighted the importance of logistics commitments
on GSC in ensure sustainability and long-term relationship among
partners. Results from this study may impart to all parties involved
in chain network for global supply chain including service provid-
ers. Managers should implementing strategies to improve their
business performance. In conclusion, this study has important
implications for research in global supply chain. It has contributes
to the limited research in global supply chain in developing econ-
omy, particularly, Malaysia. This study specifically contributes to
the logistics management and commitment among players in the
industry.
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