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Introduction 

It is well-established that logistics and supply chain management (SCM) activities provide time and 
place utility for customers. Meeting and satisfying customer requirements are critical performance 
outputs related to logistics and SCM activities and as a result logistics and SCM performance 
measurements (PMs) have emerged as major factors enabling firms to obtain a competitive advantage 
through increased organisational effectiveness, better realisation of organisational goals (such as 
enhanced competitiveness, better customer care and profitability) through the delivery of superior 
customer value (Grant, 2012). 

This notion is particularly important in the retail sector where the consumer is the end customer who 
will use or consume the product or service offered. As a result, the consumer is also involved in some 
retail logistical and supply chain activities and hence should form part of the retail PM process. That 
involvement is undergoing rapid change with increased online retailing, which itself has different 
elements of PMs. The provision of appropriate PMs in a consumer setting can be linked to consumer 
service quality research in the marketing, but which has also been take up by many researchers in the 
logistics and SCM domains, including this paper’s authors, as logistics service quality (LSQ). Popular 
manifestations of LSQ performance measures include on-shelf availability in traditional retail and order 
fulfilment in online retail. 

This topic has been discussed over the years (e.g. Editorial, 1994 and Grant, 2004a) but in many 
cases LSQ remains far from perfect both in traditional (Grant and Fernie, 2019) and online retail (Grant 
et al., 2017a). Further, while much of this research has focussed on western developed economies little 
research has been undertaken on these concepts in eastern developing economies such as Thailand. It 
is thus not well-known what the state of the art and improvement opportunities are for LSQ and PM in 
Thai retailing. This paper discusses a new research project to investigate and improve LSQ and PMs in 
Thai retailing and answers a call for more research in this country and the entire Asian region (Chen, 
2015). It first synthesises the background to these concepts, then outlines emerging research objectives 
for a planned course of empirical research to address them. 

 
Background 
Changes in Retail since the 1980s 

Retail stores are the final logistical link to consumers in ‘bricks & mortar’ (B&M) retail supply chains. 
The retail sector has been transformed over the last four decades and two good examples are  the UK 
and Thailand. In the UK grocery retailers such as Tesco and Sainsbury’s led this transformation by 
integrating primary and secondary distribution through centralisation processes to reduce lead times 
and inventory. Non-grocery retailers in clothing and electronics followed driven by importing container 
loads of products as a result of the outsourcing phenomenon where developing nations in Asia, 
especially Thailand, become producers for the world (Grant, 2014). In Thailand the retail chain has been 
characterised by an evolution of bargaining power from wholesalers after World War II through 
producers and suppliers and retailers to world-class, international retailers today such as Big C (Casino), 
7-eleven, Carrefour and Tesco Lotus. The emergence of these international retailers consolidated 
strengths of modern trade in the retail supply chain as these European retailers transposed their 
standard operating procedures and logistics performance requirements on it. Thai traditional retail 
chains still exist but their importance has diminished considerably with consumers preferring to buy from 
the international retailers (Tosomboon, 2000). 

The PMs of goods on-shelf, i.e. in-store availability, directly relates to enhanced consumer 
accessibility, increased store and brand loyalty, and product extensions evidenced by some grocery 
retailers providing banking and mobile phone services under their corporate brand umbrellas Availability 
is thus important to provide consumer satisfaction and ongoing, loyal relationships (Grant, 2014). 
However, consumers have also increased expectations about where and when they can find products, 
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which in turn drove the development of different PMs for upstream retail operations to ensure stock-outs 
were minimised (Grant, 2012). 

The introduction of online retailing over the last two decades has challenged traditional retail supply 
chains and distribution systems in the west and is seriously disrupting the traditional business models 
of the modern international trade retailers in Thailand. Traditional retailing activities are based on the 
concept of ‘bricks & mortar’ (B&M) single-channel distribution systems. However, alternative channels for 
retail sales were introduced with the rise of online shopping and retailers are differentiating themselves 
depending on their adopted approach to retail logistics such as ‘pure players’, i.e. retailers that do not 
have an up-front store presence and only sell products via the internet (Grant et al., 2017b). More recently, 
retailers are moving towards a concept of ‘omnichannel’ distribution to satisfy the growing needs of 
diversified shopping preferences and seamless customer experience. Omnichannel distribution 
integrates marketing and operational activities across channels with merged frontend and backend 
systems (ibid.). Consumers now appear to be taking control over the retail chain and are now the 
members with the most bargaining power in both the west and Thailand, demanding free delivery and 
returns and convenience for delivery or pick-up. Thus, retail supply chains must now meet consumer 
expectations and requirements instead of the retailers themselves. 

The manifestation of good logistics service quality (LSQ) is therefore either through good product 
availability in-store or online fulfilment. Both these outcomes are important to provide consumer service 
and satisfaction and help develop ongoing and loyal relationships as part of a total customer service 
experience for consumers (Fernie and Grant, 2019).  

 
In-store Retailing 

Physical retail stores are the final B&M logistical link to consumers in retail supply chains and retailers 
tend to focus on logistics and SCM activities that bring products to store but pay less attention to in-store 
logistics processes (Grant and Fernie, 2019). Almost fifteen years ago Corsten and Gruen (2003) argued 
that in-store product availability was the new battleground in the fast-moving consumer goods industry 
sector. Availability for in-store processes involve not only physical on-shelf replenishment but also human 
resource (Trautrims et al., 2012) and managerial tasks such as ordering, shelf space planning and in-
store consumer service (Kotzab and Teller, 2005). 

Corsten and Gruen (2003) advocated an integrated approach based on process responsiveness, 
operation accuracy and incentive alignment to address causes of stock-outs. These PMs relate to 
assortment planning and space allocation; ordering systems, inventory control and store flow 
replenishment. Three suggestions for operational accuracy include inventory level accuracy, the ability 
to measure and identify on-shelf availability and incentive alignment to schedule staff for improved shelf 
filling. Efficient Consumer Response (ECR) UK and IGD (formerly the Institute of Grocery Distribution) are 
the outlets through which members in the UK grocery supply chains address availability/ stock-out 
problems. ECR Europe represents the EU and proposed seven ‘levers’ to improve availability. These 
include measurement levers which need managerial attention (levers 1 and 2); replenishment and in 
store execution, namely merchandising (levers 3 and 4); inventory accuracy (lever 5); promotional 
management and ordering systems (levels 6 and 7). These levers have subsequently formed the basis 
of the ECR UK/ IGD availability agenda (Fernie and Grant, 2008). 

Another issue relates to whether increasing availability and reducing stock-outs, increases profits or 
whether increases in other logistical costs related to increased stockholding and transport negates them . 
Trautrims et al. (2009) investigated category performance factors regarding availability, profitability, and 
consumer propensity towards substitution and loyalty in conjunction with a major UK retailer and one of 
its major soft drink suppliers. They found that retailer decisions to increase availability are influenced by 
product category, stock keeping unit and store and consumer behaviour. 

The same situations exist in the non-grocery retail sector with fashion clothing being one of the worst 
examples. The UK’s House of Fraser, who went into administration in 2018, experienced poor availability 
due to inefficient location of products in crowded stock rooms and staff time taken to get products ready 
for sale in-store. Reprocessing or ‘repro’ stock, merchandise left in other in-store locations such as in 
changing rooms or on other displays, exacerbates in-store replenishment problems in fashion retail. All 
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these factors contributed to an overall availability level of 71% across House of Fraser’s stores compared 
to availability levels in the mid-90% range for the grocery sector (Fernie and Grant, 2014). 

It is clear from this stream of research that availability, as a component of customer service, underlies 
trade-offs between achievable additional sales from higher availability and relevant and applicable costs . 
The costs for improving availability depends on the methods used, but an increase in stock and attention 
to in-store availability on-shelf makes it extremely costly to obtain 100% availability. A consumer’s reaction 
to a stock-out, where they face additional transaction, substitution and opportunity costs, strongly relates 
to product characteristics and the buying situation and will therefore be unique for every purchasing 
decision. However, the outcomes of greater product availability and less stock-outs include better 
consumer service and satisfaction and improved logistical productivity that should increase revenue and 
reduce costs (Grant and Fernie, 2019).  
 
Online Retailing 

Consumers’ ability to purchase online using a variety of devices such as smartphones, tablets and 
remote kiosks has fundamentally changed retail shopping in the last decade. Initial LSQ considerations 
were built on the physical distribution service quality (PDSQ) construct in B&M retail settings and PMs 
were defined according to dimensions of product availability, timeliness and quality of delivery, order 
status information and order condition (Grant, 2012). The literature has debated these traditional PDSQ 
elements, primarily related to business-to-business or B2B contexts, in light of online shopping and 
examined to what extent they can be translated ot adopted for assessing LSQ in a business-to-consumer 
or B2C online shopping environment. Similarly, online retailers focus on product availability in their 
fulfilment centre (FC) or warehouse and outsource final delivery to parcel carriers of logistics service 
providers (LSPs). Xing and Grant (2006) developed and later tested (Xing et al., 2010) an online service 
quality or fulfilment model from the consumer’s perspective derived from the original service quality 
model of Parasuraman et al. (1985) discussed in the next section. 

This e-PDSQ model found four important consumer criteria expectations of the online fulfilment 
experience: availability, timeliness, condition and return. Availability refers to inventory capability; i.e. 
having inventory readily sourced to fulfil consumer orders. Consumers will turn away if products they 
want are out-of-stock and another website selling similar products is only a click away. Alternative 
offerings for substitution may be useful to retain consumers if used properly. Further, availability also 
considers how a consumer can track and trace and order; this relates to a perceived control over delivery 
of their orders makes them more eager to know when to expect arrival of orders.  

Timeliness measures order cycle performance which for a consumer is the time elapsed between 
placing and receiving an order including how many choices the consumer has over the fulfilment date 
and time window, how quickly the consumer receives the order and whether the retailer’s actual 
performance matches its promise when the order is confirmed. Reliable, on time and quick delivery is of 
importance to consumers as they are more likely to return products that arrive late and this has an 
important bearing on repeat purchase and the profitability of the retailer. Offering consumers more choice 
while they are in the online buying process can be a critical part of the service experience as a retailer’s 
ability to meet a consumer’s schedule is often a key factor in making a sale. 

Condition is the form and composition of the delivered order and is about the accuracy and quality 
of the order. Damaged or faulty products will result in returned or even cancelled orders . The condition 
of products directly affects consumers’ perception of online LSQ. Finally, return is about how many 
consumer channel options there are to return products, how promptly online retailers collect or replace 
products and how the retailer deals with damaged, unwanted or faulty products . Return requires 
processes available to handle products from the point of receipt or consumption to the retailer or supplier 
for possible repair, resale, recycling, etc. The first two criteria are visible to a consumer through the 
ordering platform however the last two criteria are below a consumer’s line of visibility and are the 
responsibility of the retailer and/or LSP providing fulfilment. The nature of these four criteria suggest that 
a consumer’s online purchasing behaviour tends to be more like a business-to-business logistics buyer 
instead of exhibiting usual hedonistic consumer behaviour patterns. 

The e-PDSQ concept needs to be complemented by considerations of wider service quality elements 
related to the online shopping experience. For example, do websites facilitate efficient and effective 
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shopping, purchasing, and delivery of products and services? These are the critical elements affecting 
customers’ perception of service quality and satisfaction (Xing et al., 2010). Nevertheless, previous 
research also lacks consensus on order fulfilment and logistics customer service factors especially in 
the context of omnichannel distribution with integrated supply chain and distribution operations across 
all channels (Murfield et al., 2017). 

Many retailers and LSPs offering grocery delivery fulfilment use a rigid methodology based on fixed 
delivery schedules and delivery time windows with few scheduling choices provided during final online 
checkout, which is based on a static model using a set of assumptions about what demand might be for 
a given territory (Xing et al., 2011). Hence, ‘online shopping cart abandonment’ occurs frequently at the 
checkout payment point when consumers realize they are not going to get the product when they want 
it. Online shopping for non-grocery products requires less logistical effort. Catalogue mail order retailers 
have had long experience of delivering a broad range of merchandise to home. 
 
Consumers in the Retail Supply Chain 

Customer service is a crucial business element for any firm who can use it to differentiate itself from 
its rivals feature and obtain a competitive advantage and enhance profitability. Customer profitability has 
been shown to increase over time due to increased customer purchases and reduced costs from 
economies of service to them. Also, a reduction in customer defections by 5% may increase a firm’s 
profits anywhere from 25% to 85% over their tenure with them (Grant, 2012). Grant (2004b) found that 
elements of logistics customer service fall into one of three categories: pre-order or pre-transaction, order 
service and quality or transaction, and post-transaction, which has two distinct element groupings of 
relationship service and relationship quality. Logistics and SCM activities do not include any form of 
tangible ‘product’ and hence may be considered services as they exhibit fundamental characteristics of 
services such as intangibility, inconsistency, an inability to ‘inventory’ a service, and inseparability 
between service production and consumption. 

Satisfied customers represent the outcome of a firm’s successful customer service policy. Satisfaction 
is a customer’s fulfilment response to an order or transaction and is based on a judgment that a product 
or service feature, or the product or service itself, has provided or is providing a pleasurable level of 
consumption-related fulfilment, including levels of under- or over-fulfilment (Oliver, 1997). The dominant 
paradigm in satisfaction theory is the expectancy-disconfirmation paradigm that has its roots in social 
and applied psychology and is the basis of the seminal service quality (SQ) model developed by 
Parasuraman et al. (1985) based on the consumer’s perspective. 

This paradigm contains two fundamental constructs: a preliminary expectation of a product or 
service’s performance and a perceived comparison of that performance afterwards that yields a 
perceived confirmation or a perceived positive or negative ‘disconfirmation’ of expectations. Positive 
perceptions over time will lead to customers developing long-term relationships with retailers. and their 
LSPs. However, consumers nowadays can make purchases online using a variety of devices such as 
smartphones, tablets and remote kiosks, which has fundamentally changed retail shopping and driven 
almost unrealistic expectations for instantaneous fulfilment. Such changes in expectations can impact 
selection of appropriate PMs. Various solutions have been posited for attended or unattended deliveries 
to home, collection boxes or pick-up points (representing omnichannel fulfilment options) that all have 
their own unique and distinct PMs (Fernie and Grant, 2019). 

Customers will accept some variation in SQ due to external environmental conditions and will then 
moderate their short-term expectations in line with this situation. Long-term expectations may also be 
modified depending on the cause which leads to customers having a ‘zone of tolerance’ between what 
SQ level they expect and what is adequate or feasible given these external environmental conditions . 
However, customers will not tolerate service failure. 

There are five reactions to in-store service failure (Corsten and Gruen, 2003). Consumers will buy at 
another store (store switching), delay ordering or purchasing at the same store (postpone), not purchase 
at all (lost sale), substitute the same brand (different size or type) or substitute for another brand (brand 
switching). Percentages related to these reactions have not significantly changed in fifty years, around 
65% of consumers adopt one of the first three reactions, thus not buying in that store on that occasion if 
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a stock-out occurs (Grant, 2012). The opportunity costs of a stockout have been estimated to be a 17% 
decrease in profit compared to profit with no stockout (Anderson et al., 2006). 

In online retailing, where there is a sense of immediacy, failures are due to delivery, website design, 
customer service (which includes recovery), payment, security, and other issues such as inadvertent 
customer error or lack of personalised information at the website. About 55% of consumers who 
encounter an online failure choose to complain and only 43% are satisfied with a retailer’s recovery 
efforts. More importantly, 65% of consumers will change their future behaviour with 37% never purchasing 
again from a website (Grant et al, 2017a). Over 31% of all online delivery and service appointments fail 
and the main factor is a lack of notification or communication of arrival times, which is a key tenet in 
Xing and Grant’s (2006) e-PDSQ model. This suggests consumers perceive online recovery strategies 
and processes to be inadequate or inequitable relative to any failures experienced and provide evidence 
that e-commerce service providers are not adequately learning from or recovering from service failures. 
The actual costs of online failure are difficult to determine but were estimated to cost retailers, LSPs and 
consumers a collective £1.6 billion a year in the UK related to customer service, consumer’s time, 
fulfilment, and of making a redelivery (Grant et al., 2017a). 

 
Retail and Logistics in Thailand 

As noted above, research about these issues is sparse in Asia generally and Thailand particularly. 
However, some research has investigated food retailing and logistics in several Southeast Asian 
countries (Stephens et al., 2016), SME e-commerce in Malaysia (Saputra et al., 2018); PMs (Banomyong 
and Supatn, 2011), retailer-supplier relationships (Banomyong and Salam, 2002; Salam and 
Banomyong, 2003), and customer service and experience (Tivasuradei and Pham, 2019) in Thailand; 
and LSQ (Grant et al., 2017c) and grocery retail strategies (Nguyen et al., 2018) in Vietnam. 

Euromonitor International (2019) noted that Thailand’s economy continued to show gains in 2018, 
with improved consumer confidence, an increase in disposable income and low unemployment which 
supports growth in retailing despite many consumers remaining cautious about non-essential spending. 
Retail sales were US $164 billion by Thailand’s 70 million population. It was also noted that internet 
retailing continued to see dynamic growth in 2017-2018 as Thai consumers were using the internet for 
more than 10 hours a day on average and were spending around half this time shopping online; online 
sales were over US $2.7 billion or almost 2% of total sales. As a result, internet retailing is projected to 
have a strong influence in the retail sector which could result in slightly slower growth in the number of 
store outlets, although many retailers want to expand into less saturated, secondary areas to benefit 
from demand. As Thai disposable incomes increase and consumers become more demanding, retailers 
are having to find new ways to remain relevant. For example, Central Group invested THB 350 million in 
revamping and rebranding its department stores to keep shoppers in its stores for longer, i.e. the concept 
of experiential or entertainment retail. There have also been changes in Thai internet retailing; Shopee 
Mall launched in 2017 and rose to second place behind Lazada in rankings by the end of 2018. 

These trends impact logistical and supply chain systems as well. Most of Thailand’s retail space is in 
the Bangkok Metropolitan Region (BMR) and total supply is around 5 million sq. m., most of which is in 
shopping malls, with over 44% of this space in the suburbs shown in Figure 1 as land is less expensive 
and investment increases in mass transit have made travelling more convenient (Krungsri Bank, 2019a). 
Further, regulations have restricted developers from building new shopping malls in central Bangkok 
and instead they renovated existing malls to become more modern and incorporate luxury shops such 
as the 0.232 million sq. m. EmQuartier mall owned by The Mall Group, who are in second place of retail 
supply ownership (8%) to Central Group (18%). Warehouse space in Thailand comprises a little over 6 
million sq. m., of which 77% is general purpose operated by about 700 firms. Most of these are in the 
Eastern Economic Corridor (EEC) which includes Samutprakan, Chonburi and Chachoengsao. The 
remaining 23% is comprised of chilled and frozen storage for retail and seafood export (about 180 firms) 
and grain silos for cereal crops and grain (about 30 firms). Occupancy of general warehousing is about 
84% with flat demand despite increased demand for traditional and internet retail (Krungsri Bank, 2019b). 
Most retail warehousing is north of Bangkok around Ayutthaya. Finally, road freight comprises 81% of 
Thailand’s commercial transport with annual expenditures of about THB 750 billion (Krungsri Bank, 
2019b). 
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Figure 1: Bangkok Retail Map (Source: Krungsri Bank, 2019a) 

 
Research Objectives and Planned Empirical Research 
The following research objectives have emerged from foregoing and will inform  the future empirical 
research in this project: 
 
Retailers 

1. What is the current state of LSQ practices and PMs in the Thai retail sector from their 
perspective; i.e. what are the key strengths, weaknesses and challenges for the sector both in-
store and online? 

2. How will they adapt their LSQ practices and PMs to meet these issues and do any of them have 
any specific action plans for 2020 onwards? 

3. What do they perceive are their customers’ expectations of retail LSQ both in-store and online 
now and going forward? 

4. How do they currently meet these expectations both in-store and online and how will they adapt 
going forward to ensure they continue to meet them? 

 
Consumers 

1. What is the current state of LSQ practices and PMs in the Thai retail sector from their 
perspective; i.e. what are the key strengths, weaknesses and challenges for the sector both in-
store and online? 

2. How do consumers believe retailers can adapt their LSQ practices and PMs to meet these 
issues? 

3. What are consumers’ expectations for retail LSQ both in-store and online now and going 
forward? 
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4. How do they perceive retailers are currently meeting these expectations both in-store and online 
and how do they perceive retailers will adapt going forward to ensure these expectations 
continue to be met? 

 
LSPs 

1. What is the current state of LSP LSQ practices and PMs in the Thai retail sector from the 
perspective of retailers, consumers and LSPs’; i.e. what are the key strengths, weaknesses and 
challenges for the sector both in-store and online? 

2. What do LSPs perceive are retailers and customers’ expectations of LSP LSQ practices and 
PMs both in-store and online now and going forward? 

3. How do retailers and consumers perceive LSPs are currently meeting their expectations both 
in-store and online and how do they perceive LSPs will adapt going forward to ensure these 
expectations continue to be met? 

4. How do LSPs perceive they are currently meeting retailer and consumer expectations both in-
store and online and how do they perceive LSPs will they adapt going forward to ensure these 
expectations continue to be met? 

 
The empirical research planned will utilise a mixed-method approach comprised of exploratory, 

qualitative research interviews to explain the theoretical concepts and generate constructs in the 
context of Thailand, and quantitative research surveys to test such concepts and constructs and 
provide generalisable findings. 

 
Conclusions 

This paper has discussed the rationale behind a new research project to investigate and improve 
LSQ and PMs in Thai retailing. It first synthesised the background to these concepts and then outlined 
emerging research objectives to pursue the above planned course of research to address them . This 
paper is conceptual and thus a limitation is a lack of empirical study at this project outset stage. 
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