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Abstract

The purpose of this paper is to identify the critical success factors of supplier selection
towards social commerce micro-businesses in Malaysia. A pilot study was carries out on a
sample of 40 social commerce micro-businesses in Malaysia. A survey instrument consisting
of 23 measurement items was designed to identify the level of critical factor of six supplier
selection criteria implemented by social commerce micro-businesses in Malaysia. Descriptive
statistical analysis and reliability analysis were used to analyse the data by using SPSS
software. Findings indicated that service warranty is the most critical success factor of
supplier selection by social commerce micro-businesses followed with delivery, price, quality,
flexibility, and relationship. Social commerce micro-businesses should be aware of these
critical success factors in social commerce industry. A limitation of this study only conducted
to 40 social commerce micro-business. The study on the critical success factors of supplier
selection for social commerce micro-businesses in Malaysia provides valuable know-how
regarding the significance of selecting suppliers, enabling them to gain greater profits while
productively performing in supply chain, higher level performance of business and further
enhancement business competitive in the marketplace. This study offers important
information for decision makers who are involve in supplier selection for social commerce
micro-businesses and also provides useful reference for future research in this research area.
Keywords: Social Commerce Micro-Businesses, Supplier Selection, Critical Success Factor,
Reliability Analysis

Introduction

In the context of business, many entrepreneurs have changed or expanded their businesses
from physical stores to electronic businesses to reap the benefits of this revolutionary trend
of business. Sellers have more opportunities to transform and improvise their businesses by
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having online presence besides other benefits of lowering their operating cost and greater
flexibility (Dong & Wu, 2015). Not only large organisations, but smaller businesses also set up
online stores to sell their products and services via social media such as Facebook, Twitter,
and Instagram, known as social commerce.

Social media is one of the cheapest marketing methods incorporated in social commerce and
it keeps growing every day. Based on Malaysian Communications and Multimedia
Commission (MCMC) survey in 2018, there are 24.6 million social media users in Malaysia;
the most famous platform is Facebook (97.3%), followed by Instagram (57.0%, YouTube
(48.3%), Google + (31.3%), Twitter (23.8%), and LinkedIn (13.3%).

Social commerce is rich with opportunities in forming new relationships and networking for
anyone involved as it has the ability to create reliable participation of all parties concerning
genuineness, relevancy, and transparency. Besides, using social media as one advertising
strategy to collect more consumers’ data is another strong point of social commerce.
Everyone can post, comment, add content, share and like status updates from sellers who use
social media as their business platform. Sellers, potential buyers, competitors, and other
parties can communicate directly via this platform since this effective social media can
provide competitive advantage among businesses and it is difficult to be replicated by
competitors (Tan et al., 2014).

Noorshella et al., (2017) in their study revealed that it has become a trend among young,
micro-entrepreneurs in Malaysia to utilize social media as a platform to sell products or
services. Many sellers and traders from previous research have acknowledged the fact that
businesses operated via online method (social commerce) are cost-saving (Razaei et al.,
2014). Social commerce allows businesses to communicate directly with customers in a quick
and immediate response (Veldeman, Preat & Mechant, 2015). Also, social media sellers, in
particular micro-businesses, should continuously be updated with current trend and
transform information technology to keep up with their business track following the changes.
This is in view of online businesses which its markets are rapidly expanding from time to time
(Slater et al., 2010; Taylor & Strutton, 2010) and this can be observed in the case of Facebook
and Instagram as examples of social commerce channels.

Literature Review

Selection of supplier has become one of the main focuses in supply chain and extensively
discusses since 1960 by various sources (See Dickson, 1966; Li, Madhok, Plaschka & Verma,
2006; Yan, Chaudhry & Chaudhry, 2003; Kannan & Tan, 2006; Nair, Jayaram & Das, 2015;
Azadeh, Zarrin & Salehi, 2016; Yadav & Sharma, 2016; Kant & Dalvi, 2017; Khalilzadeh &
Derikvand, 2018). Supplier selection is regarded as an important strategic decision for
businesses (El Mokadem, 2017) and suppliers will be selected based on their ability to meet
the requirements of businesses (Kar & Pani, 2014). Supplier selection criteria is therefore
crucial to be discussed in supply chain since it plays a very important role in business, affecting
final price of products and services (Yadav & Sharma, 2016). Dickson (1966) was one of the
earliest researchers to provide a comprehensive overview of supplier selection criteria,
identifying 23 most significant ones and ranking those criteria according to four distinguished
level of importance.
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In regards of the emergence of technological advancement that is taking place all over the
world, current businesses via the internet or commonly known as e-commerce have become
a trend nowadays. In Malaysia, online businesses are widely acknowledged that many
entrepreneurs chose the internet as a channel to start their business because they do not
require significant capital. Malaysia’s e-commerce market as of today shows positive
development leading to new shopping trends whereby sellers (social commerce micro-
businesses) and customers use social media to facilitate more efficient purchase. Customers
nowadays are looking for new ways to find information about similar products through
internet, purchasing them quicker and easier than conventional brick-and-mortar
transactions (Mohamed, Hussein, Hidayah & Haghshenas, 2014). In addition, fast delivery
services also another reason the buyers preferred to buy online. Habidin and Yusof (2013) are
of the opinion on certified quality and performance of the sellers. These benefits contribute
to good responses among Malaysia to purchase online. As explained above, while selecting
suppliers, social commerce micro-businesses need to emphasize their selection according to
features which fulfil customers’ needs. Potential suppliers should possess the required
features to be selected as well as ensuring their businesses to run smoothly.

Critical success factors are one of the ways to help social commerce micro-businesses gain
the information requirements in managing their businesses. Research from Fuzi et al., (2019)
in their finding indicated that the critical success factors identified play as key role in ensuring
the safety awareness at workplace. Similarly, critical success factors are essential to the
achievement of social commerce micro-businesses’ goals. Hence, this study explored the
critical success factor for supplier selection of social commerce micro-businesses within the
scope of Malaysia.

Methodology

This study utilized a quantitative approach to identify the critical success factors of supplier
selection for Malaysia social commerce micro-businesses. This study used descriptive analysis
to analyse the data. The demographic profile of respondents was classified and tabulated
according to gender, race, age, state, education, status, business experience, social media
channel, and the respondents’ sales. Next, the questionnaire was designed to examine the
critical success factors of supplier selection through the construction of 23 measurement
items. A five-point Likert scales was used for each item ranging from 1 (strongly disagree) to
5 (strongly agree). A total of 23 items survey questions were designed to obtain the
respondents for Malaysia social commerce micro-businesses. An expert validation was
conducted to assess the validity of the content by requesting feedback consisting of
comments, clarity, and quality of each item. The final draft of the questionnaire was sent to
the experts.

This study was carried out before the final implementation to confirm the understanding of
potential respondents toward questions and statements. Saunders et al., (2012) stated that
prior to using the questionnaire to collect data it should be pilot tested. The purpose of
conducting pilot test is to detect any weaknesses in the questionnaire such as ambiguous
statements which then will be refined so that respondents will have no problems in answering
the questions and also there will be no problems occur in recoding the data. Besides, pilot
test may also help to identify the time taken to complete the survey and also other potential
practical problems following the research procedure. According to Cooper and Schindler
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(2014), for quantitative approach, pilot test should comprise a group of people ranging from
25 to 100 individuals or cases. Thus, the number of 40 respondents selected for this study
fulfill the requirement.

The questionnaires were distributed to 40 social commerce micro-businesses who are
currently running their business via social media platforms (Facebook, Instagram, Twitter, etc)
in Malaysia. The time taken for respondents to complete the questionnaire was about 15 to
20 minutes.

The data obtained from this study were analysed using SPSS. The questionnaire items were
pre-coded. Thereafter, changes in the questionnaire were made based on comments and
responses received from the respondents. This study provides an opportunity for the
researcher to redesign the parts of the study to overcome the difficulties revealed and thus
helped the researcher to reduce unexpected problems later.

Result and Discussion

From the results, all items were indicated as highly reliable with Cronbach’s Alpha values
more than 0.7. Nunnally and Berstein (1994) suggested that for a variable to have an
acceptable level of internal consistency reliability, the Cronbach’s Alpha value should be
above 0.7. Sekaran (2003) supported this view that Cronbach’s Alpha value more than 0.8 is
considered good while within the range of 0.7 is to be acceptable and less than .6 is
considered poor.

The reliability analysis for services warranty criterion presented the alpha value at 0.806. this
value of 0.806 is within the range of 0.0 to 0.9 which indicated high reliability of the six items
measured on services warranty. The result of reliability analyses for the aspect of flexibility
presented the alpha value at 0.787 which is within the range of 0.7 to 0.8, and this indicates
a good reliability of the six items measured on flexibility.

Reliability analysis result on delivery criterion presented the alpha value of 0.810. since this
value is within the range of 0.8 to 0.9, it indicated a very good reliability of the six items
measured in delivery. Another important finding was that the reliability analysis for
relationship criterion indicates the alpha value at 0.87. this value 0.871 is within the range of
0.8 to 0.9, and this shows a very good reliability of the 6 items measured on relationship.

In this study, the reliability analysis for quality presented the alpha value at 0.788. This value
of 0.788 within the range of 0.7 to 0.8, and this indicates a good reliability of the six items
measured on quality. The present result of reliability analysis for price factor presented the
alpha value at 0.778. The value of 0.778 within the range of 0.7 to 0.8, and this indicates a
good reliability of the 6 items measured on price.

All reliability analysis obtained on factors of supplier selection for social commerce micro-
businesses showed good alpha values and the value are within the range of 0.778 and 0.871.
In conclusion, the reliability analysis of the pilot data indicated that all the criteria selected
have alpha value more than 0.7 (range from 0.778 and 0.871).
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Table 1: Average rating for critical success factors of supplier selection for social
commerce micro-businesses in Malaysia.

Factors ‘ Mean Average Mean Rank
Service Warranty
SW1 4.2051 4.1538 1
SW2 4.2308
SW3 4.0256
Flexibility
F1 3.8205 3.7521 5
F2 3.8462
F3 3.5897
Delivery
D1 4.2564 4.1410 2
D2 4.1795
D3 4.0513
D4 4.0769
Relationship
R1 3.9231
R2 3.6410 3.6090 6
R3 3.6410
R4 3.2308
Quality
Ql 3.9231
Q2 4.0513
Q3 4.1795 4.0564 4
Q4 4.0256
Q5 4.1026
Price
P1 4.2051
P2 4.0769 4.1346 3
P3 4.1795
P4 4.0769

The overall means for all factors are obtained to identify their level of significance and
tabulated in Table 1. The mean values are ranging from 3.6090 to 4.1538 which is good criteria
for social commerce micro-businesses during selecting the suppliers. The two highest critical
success factors of supplier selection for social commerce micro-businesses are services
warranty (4.1538) and delivery (4.1410). Following these are other factors; price (4.1246),
quality (4.0564), flexibility (3.7521), and relationship (3.6090).

Given the highest mean score, this analysis indicates that services warranty is the most critical
success factor of supplier selection among the Malaysian social commerce micro-businesses.
Klapalova (2019) stated that warranty is the obligation for producers or sellers to compensate
their customers for some form of loss by repairing, replacing, or refunding it the product fails.
Warranty indicates assurance if quality and durability place on the goods which is needed by
business sellers especially social commerce micro-businesses who most of the time promote
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and sell their products and services online. Warranty is also known as an important contract
between producers and buyers (Park & Pham, 2010), a contract that requires manufacturers
and vendors to fix problems or failures within the promised the frame (Taleizadeh & Sherafati,
2019) which also an indication of suppliers’ performance (Azadeh et al., 2016). Warranty
policy offered by suppliers’ company helps social commerce micro-business improving
customers view towards their products reliability and therefore there is a higher possibility
for social commerce micro-businesses’ intention to include the suppliers with this aspect to
be in their suppliers list. In this study, the aspect of warranty was proven to influence social
commerce micro-businesses’ intention which result in positive perceived behaviour to select
suppliers.

Meanwhile, the second highest critical success factor of supplier selection criteria for social
commerce micro-businesses in Malaysia is delivery. Delivery has positive impact on social
commerce micro-businesses in fulfilling customers’ needs and satisfaction. Studies carried out
by Amin and Razmi (2009) and Ozfirat, Tasoglu and Memis (2014) showed that delivery is
another important criterion after quality. Fast, on time delivery is essential for social
commerce micro-businesses to ensure there is no delay of products or services experiences
by the customers. Azadeh et al., (2016) supported this claim and stated that the aspect of
suppliers’ performance is very important, especially regarding delivery. Even though suppliers
offer lower prices, it still does not benefit social commerce microbusiness if the suppliers are
unreliable and their delivery performance is always problematic. Therefore, social commerce
micro-businesses should not choose suppliers merely based on low prices of products and
services offers; other criteria such as delivery performance is also vital to be considered. If
delivery time does not comply with the order demand, it would be detrimental to social
commerce micro-businesses which in the end will indirectly delay delivery process to the
customers.

The next critical success factors of supplier selection for social commerce micro-businesses in
Malaysia is price. Azadeh et al., (2016) opted that the aspect of price plays an importance role
during supplier selection process for customers satisfaction. Sellers should always continue
to improve their supply chain operations with the existing suppliers and at the same time
need to add new supplies, so that their business will always running smoothly following the
latest market demand. For this to happen, social commerce micro-businesses need to find
suppliers that can provide low prices for products or services. Another critical success factor
social commerce micro-business needs to make sure is the items retrieved from the suppliers
should have quality features. This is supported by Amin and Razmi (2009) who argued that
the main important point to note when sellers deal with suppliers is user-based. It is very
important for social commerce micro-businesses to sell what customers want since high
demand for quality products usually will promise fruitful opportunity for social commerce
micro-businesses to succeed. Thus, if suppliers can provide the best quality of products and
services, they have the tendency to be listed in the social commerce micro-businesses’
suppliers lists.

Flexibility is defined as ones’ ability to adapt to changes yet in the meantime able to maintain
their performance (Yadav & Sharma, 2016). In the view of Schoenherr et al., (2012) stated
that flexibility is an importance strategy for organisations to survive in the long term and
achieve superior performance compared to their competitors, thus looking for suppliers with
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flexibility criterion is important (Ho, Xu & Dey, 2010). This aspect is extremely crucial since
social commerce micro-businesses require highly flexible suppliers which can suit their online
business in any circumstances. Chiang, Kocabasoglu-Hillmer and Suresh (2012) pointed out
one possible way to address problems in supplier selection and business performance is by
looking at suppliers’ flexibility because this aspect can build expedient attribute and create a
healthy working environment. A good flexibility shows the ability of the company and at the
same time reduce the likelihood of untoward things from happen (Kortmann, Gelhard,
Zimmermann & Piller, 2014).

From the findings, the least critical factors of supplier selection for social commerce micro-
businesses in Malaysia is relationship. Relationship between supplier and retailers are
imperative and Lai et al., (2015) stated that strong collaborative relationships can enhance
communication among suppliers and buyers-seller. In businesses, social commerce micro-
businesses can build relationships with suppliers through various transactions. Normally,
these relationships occur if social commerce micro-businesses are satisfied with good deals
and offers from suppliers thus perception shaped from the interaction may potentially
influence their behavioural intention to choose the suppliers. Social commerce micro-
businesses’ acceptance towards different suppliers is also different according to their
motivation, vision, and direction of business deals. Relationship does not only depend on
period of business deals and behavioural intention to obtain the supply, buy it should also be
in line with the sellers’ intention to continue conducting transactions with suppliers (Deb,
2014).

The results of this study indicate that six critical success factors of supplier selection are valid
and reliable to be considered by Malaysian social commerce micro-businesses during
selecting suppliers. Based on the result, services warranty is the most critical factor which
contributes to the success of social commerce micro-businesses in the country and therefore
should be considered during supplier selection to enhance social commerce micro-
businesses’ performance.

Conclusion

Based on the reliability analysis, all six factors of supplier selection namely service warranty,
delivery, price, quality, flexibility, relationship are significant in this study; the result indicated
services warranty to be the most critical determinant of supplier selection for social
commerce micro-businesses in Malaysia. The study provides some practical benefits which
hopefully will give some insights and improve knowledge and performance of social
commerce micro-businesses in Malaysia. The study on the factors that influence supplier
selection of social commerce micro-businesses in Malaysia provides valuable know-how
regarding the significance of selecting suppliers, enabling business sellers to gain greater
profits while productively performing in the supply chain. The results of this study can also be
applied by social commerce micro-businesses in Malaysia to improvise their objectives and
future direction. For future research, it is suggested to involve larger respondents and
consider exploring other supplier selection criteria that can potentially affect the
performance of social commerce micro-businesses in Malaysia. This study helps customers
(social commerce micro-businesses) to identify behaviour of the manufacturers (suppliers) so
they can design new plans and implementation in their market strategies.
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