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Abstract. In e-commerce businesses, reverse logistics services are among those deserving
special attention. The aim of this research is to measure the effect of the reverse logistics
capabilities on purchase decision and the mediating role of trust. The research method employed
was the partial least squares path modeling (PLS-PM) and data were collected by a
questionnaire with the involvement of 100 respondents. The results show that reverse logistics
capabilities had a positive effect on trust and purchase decision on account of availability of
accurate product return or refund information, that trust had a positive effect on purchase
decision on account of competent e-commerce vendors, and that trust served as an intervening
variable that influenced the relationship between reverse logistics capabilities and purchase
decision.
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1. Introduction

The ever-evolving technologies and the Internet make everything easier and go faster.
Such technological advancements have triggered the advent of e-commerce, which provides us
with convenience to fulfil our needs. E-commerce platforms have enabled business transactions
to be conducted without the need for establishing any physical stores or face-to-face meetings
between sellers and buyers [1]. In 2018, the contribution of e-commerce growth rate to logistics
business growth rate at home rose to 10.4% [2]. According to [3], there are 6 household e-
commerce vendors established in Indonesia. This popularity is attributed to logistics services,
among others.

Table 1. Popular e-commerce platforms in Indonesia

Blibli.com Bukalapak  JD.id Lazada  Shopee Tokopedia

Fast delivery 7.4% 6.0% 8.6% 10.0% 7.6% 5.8%
Free delivery 13.0% 6.8% 14.8% 10.6% 18.4% 3.2%
Easy return policy 6.5% 5.7% 2.9% 5.4% 4.5% 5.3%
Easy navigation on site 4.6% 7.0% 3.3% 3.8% 3.5% 9.3%
Customer Service 6.4% 14.4% 3.1% 9.3% 11.0% 12.6%

Time taken to delivery

item 27.7% 19.9% 30.8% 25.6% 22.4% 21.7%

Source: Processed from https://dailysocial.id/post/e-ecommerce-di-indonesia-2018

Many e-commerce vendors are now introducing reverse logistics services into their
business activities to improve their competitive advantage, product and customer security, and
product return management as the aforementioned three are believed to be able to increase
customer satisfaction [4].

The convenience offered by product return policyis highly influential to customer trust in
online stores, both new or existing ones [5]. Meanwhile, trust becomes the leading factor in the
success of e-commerce platforms as it induces social and economic interactions, which also
exert influence on every possible decision [6]. The good reputation e-commerce vendors gain
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from trust helps customers with purchase decision making [7]. Good reputation is useful in
brand building and purchase intention enhancement [8] , thereby raising expectation of future
purchases. E-commerce vendors with good reputation are always taken with positive judgment
even in the event of possible future unsatisfactory services [9]. In Indonesia particularly, it is
interesting to research the role of reverse logistics capabilities in trust building and decision to
purchase from e-commerce vendors.

2. Literatur Review
2.1 Reverse Logistic Capabilities

Lately, reverse logistics has assumed a growing importance, with the effectiveness of
services in this sector serving as a differentiator in the online market [10]. There has been a
growing trend of leveraging reverse logistics for the purpose of improving competitive
advantage over the Internet. In the context of e-commerce, reverse logistics refers to product
returns services rendered by e-commerce platforms and logistics vendors under their respective
returns policies to provide consumers with facilitation in circumstances beyond their control
such as damaged goods, shipment of goods to the wrong destination, or non-delivery of goods
aimed to improve customer satisfaction and competitive advantage [4].

This study identified the effects of logistics, especially the capabilities of reverse logistics
possessed by e-commerce vendors, on trust and purchase decision from customers’ perspective.
Some reverse logistics services referred to include e-commerce vendors’ capabilities in
providing return guarantee, refund, return policy, and availability of information regarding
return policy. Reverse logistics capabilities positively affect consumer relationship thanks to the
product returns services provided [11].

2.2 Trust

Trust means one’s willingness to depend on others in whom they have confidence. In the
context of e-commerce, trust is a single dimension construct dealing with consumer’s
assessment that a vendor is trustworthy (p. 410) [12]. Trust allows consumers the comfort in
sharing personal information, purchasing, and taking actions on recommendation of vendors
over the web, all of which are prominent behaviors necessary for e-commerce expansion [13].
In addition, trust also plays a key role in establishing transactional relationship on the basis of
reciprocal expectation and cause-effect relationship between buyers and sellers and in customer
retention and loyalty [14].

2.3 Purchase Decision

Purchase decision is an integration process that evaluates two alternative behaviors or
more and chooses either one of them [15]. It is also defined as a continuous process, which
refers to a thoughtfull, consistent action undertaken to bring about needs satisfication (p. 94)
[16]. Consumer behavior shows when end-consumer individuals or households make a purchase
of goods or services for personal consumption. Some sorts of behavior involved in purchase
decision making are identified, each of which is influenced by habit, brand, situation, and the
number of alternatives at hand [17].

2.4 The Effect of Reverse Logistics Capabilities on Purchase Decision

Reverse logistics serves as a crucial factor in customer purchase decision partly due to the
convenience in product return or refund offered. The increasing growth rate of online
transactions has shifted customers’ attention more to online stores’ capabilities of providing
returns services [11]. Customers are expecting e-commerce platforms and vendors to be able to
provide them with returns services. In many cases, they prefer one particular online store over
the others for the reason of ease of returns [18].
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Product return and returns policies enable customers understanding that facilitates their
purchase decision making [19]. The purchase decisions allowed by reverse logistics capabilities
are made based on the long-term benefits offered, for example, product protection and refund
guarantee [20]. Earlier studies proved that logistics reverse does have a positive effect on
purchase decision. In light of that, we are proposing the following hypothesis.

H,: Reverse logistics has a positive influence on purchase decision.
2.5 The Effect of Reverse Logistics Capabilities on Trust

The most critical aspect in establishing special relationships in logistics activities, both in
real-world and virtual markets, is trust [20]. There are risk and trust elements in vendor-
customer relationships in product return activities. Effective product return handling will form
the image of an e-commerce platform, and this image will influence the e-commerce platform’s
online rating and raise confidence. Ultimately, the e-commerce platform will gain trust from its
customers [21]. Reverse logistics services in the form refund guarantee and product return when
the goods delivered falls short of customers’ expectation or when customers are dissatisfied
with it have a role in building trust as these services are able to give customers the sense of
security [22]. Earlier studies proved that reverse logistics capabilities have a positive effect on
trust. In light of that, we are proposing the following hypothesis.

H,: Reverse Logistics has a positive influence on customer’s trust.
2.6 The Effect of Trust on Purchase Decision

Research by some experts found that the security, privacy, design, and content of an e-
commerce website influence consumers’ trust during an online transaction. Trust is resulted
from the relationship between interpersonal and e-commerce components, namely vendors’
ability to provide high-quality services for consumers [23]. Purchase decision reflects consumer
intention to make a purchase via e-commerce sites. When an e-commerce site is of high quality,
it is highly likely to gain consumer interest in making a purchase via that site [24].

Trust positively influences online purchase intention as consumers trust online retailers
for their favor and integrity. However, such relationship was researched only in the context
when purchases were made during website visits or after [25].

Hs: Trust has a positive influence on purchase decision

Purchase
Decision

Reverse
logistics
capabilities

Figure 1. Conceptual framework

3. MATERIALS and METHODS

Data analysis in this research was carried out by the Partial Least Squares Path Modelling
(PLS-PM) method. Data were collected by administering an online survey instrument. There
were a total of 12 indicators included, 4 for each variable. The indicators used as a reference
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were adopted from previous studies by comparing each of the indicators with the definition and
scope applied in this research. The indicators of the variable reverse logistics capabilities were
adopted from the study by Jack et al., [11], those for the variable trust were from the study by
Gefen & Straub [12], and those for the variable purchase decision were from the study by
Shareef et al., [16]. A five-point Likert scale was used for responding to the question items
presented. As many as 100 [26] Indonesian respondents of the age of at least 17 years were
enrolled in this study. On the table 2, below is list of indicators from each variable that used on
guestionnaire.

Table 2. List of indicators

NO Variable Indicator Source

1. Reverse RL1 : Accuracy information
Logistics RL2 : Availibility of information Refer to Jack et
Capabilities RL4 : Timeliness information al., (2006)
(RL) RLS5 : Formatted to facilitate usage

2. T1 : Promises that they made are likely to be reliable
Trust (T) T2 : Vendor is generally trustworthy ; g?;é% ((32?82)

T3 : Vendor E-commerce is competent

3. PD1 : Recomended E-commerce platform
Purchase PD?2 : Purchase frequency Refer to Shareef
Decision (PD) PD3 : Overall satisfication et al.,(2008)

PD4 : Purchase intention

4. RESULT and DISCUSSION

All of the indicators used in this study have been subjected to validity and reliability
testing and were declared valid and reliable. In the following table, the results of the validity and
reliability tests on the constructs by the PLS-SEM method are presented.

Table 3. Square root of AVE and correlation between variables

Variable AVE Root of AVE
Reverse logistics capability 0.662 0.814
Trust 0.678 0.823
Purchase decision 0.754 0.868

Table 3 shows that the square root of AVE of each variable was higher than the
coefficient of correlation between one variable and another. It could be confirmed that every
variable investigated had good determinant validity.

Figure 2 below shows an outer loading of > 0.5, meaning that the indicators used in this
research were valid.
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Figure 2. Path Coefficient

The path coefficient and t-value obtained are presented in Table 4.
Table 4. Path coefficient and t-value

Path
Effect Coefficient  T-Statistic
Value Decision
Reverse Logistics Capabilities —Trust 0.686 2.472 Significant
Reverse Logistics Capabilities —Purchase Decision 0.303 13.599 Significant
Trust— Purchase Decision 0.367 2.767 N
Significant

Reverse logistics was found to have a positive effect on trust as demonstrated by the tooune
(2.472) being higher than the type (1.96). This suggests that reverse logistics capabilities were
able to improve customer trust. This was largely due to the availability of detailed information
regarding product return/refund as shown by a value of 0.879 for this indicator. Moreover,
convenience in product return/refund also showed a positive effect as shown by a value of 0.834
for this indicator. Complete, detailed information and convenience in product return reflect
high-quality services capabilities which eventually improved consumer trust.

Reverse logistics was also found to have a positive effect on purchase decision as
demonstrated by the teune (13.599) being higher than the type (1.96). As with the case of the
reverse logistics-trust relationship, the positive effect was attributed to the availability of
detailed information regarding product return/refund and convenience in product return/refund
with values of 0.879 and 0.834 each. Some e-commerce platforms provided detailed, yet
concise information around product return/refund, including the information of short refund
time, which helps with purchase decision.

Lastly, trust had a positive effect on purchase decision as demonstrated by the teoun
(2.767) being higher than the type (1.96). This was attributed to e-commerce vendor’s good
capabilities and trustworthiness with values of 0.891 and 0.870 each. For an e-commerce
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platform, having good reputation and image may build trust, which will influence purchase
decision.

Table 5. Indirect Effect

Effect Coefficient of Influence

Revers Logistics Capabilities — Trust— Purchase Decision 0.686 x 0.367 = 0.252

Table 5 above presents the results of the Sobel test that was aimed to find out whether the
trust-mediated effect of reverse logistics on purchase decision was significant. This test yielded
a value of 2.756 (p-value: 0.006), which was higher than the tgpe. It was confirmed that trust
was an intervening variable that mediated the effect of logistics capabilities on purchase
decision.

From the above calculations, the total effects can be seen in table 6 below.
Table 6. Total Effects

. Effect
Relation - - Total
Direct | Indirect
Reverse Logistcs Capabilities — Trust 0.686 - 0.686
Trust — Purchase Decision 0.367 - 0.367
Reverse Logistcs Capabilities — Purchase Decision | 0.303 0.252 0.555

5. CONCLUSSION
5.1. Conclussion

Reverse logistics capabilities positively influenced consumer trust in e-commerce
transactions. In other words, reverse logistics capabilities could improve consumer trust. This
was due to the availability of detailed information on product return/refund.

Reverse logistics capabilities also positively influenced purchase decision. This shows
that reverse logistics was able to improve purchase decision. Similar to the reverse logistics’
effect on trust, detailed information on product return/refund also influenced the effect of
reverse logistics on purchase decision.

Trust also had a positive effect on purchase decision. This means trust was able to
improve purchase decision. It was due to e-commerce vendors’ good capabilities of rendering
product return/refund services. Lastly, it was concluded that trust served as an intervening
variable that significantly mediated the relationship between reverse logistics and purchase
decision.

5.2.  Managerial implications

o E-commerce platforms in Indonesia are expected to improve service quality in returning
products and refunding customer money.

o Increase a trust by using product and service information that is useful and relevant for
customer to predict the quality as well as the utility of a product and service that offered
by online shop.

o Forming a customer support system on online shop website for helping customer if
there are things that customer don’t understand from refund/return policy, it will be
more comfortable and easier for them if they want to do refund/return product.
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