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ABSTRACT

This study investigates the impact of antecedents of satisfaction namely service quality,
pricing and relationship on the development of loyalty in logistics partnership behaviour
existing between the logistics service providers and users in a business-to-business
relationship environment in developing economies with specific reference to India. In
order to identify gaps in knowledge and give future research direction in the logistics
outsourcing field, this article also makes an attempt to contribute systematic
understanding into the connection and correlations among the variables used in the study
to the body of existing literature. The author runs several research hypotheses tests by
using a data set of 414 responses collected from decision makers, managers and
executives working across different industries from India. The author uses structural
equation modelling to estimate the reliability, validity and hypothesis test of the
measurement as well as structural model of the constructs. The findings of the study
disclose that service quality has highest direct effect on relationship satisfaction with the
customers and which in turn has the higher direct effect on customer loyalty formation.
This research suggests how the impact of relationship and customer satisfaction can be
improved by adopting better service quality. Though price seems to be the key qualifying
factor in developing economy like India, this study demonstrated that high service quality
mediated through a better customer satisfaction and customer relationship management
results in long term loyalty and retention of customers
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1. INTRODUCTION

Today’s global competition, economic cycle patterns, and adversities like Covid-19
pandemic are making it very tough for the businesses to deliver to their customers’
satisfaction level(Amelia et al., 2022). Customer satisfaction is a relative term, it can
simply mean meeting customer expectations in terms of various attributes like delivering
right product at the right time, right place, right price, right quality in right assortment.
There might be several other expectations which can’t be addressed adequately in this
study. But the primary attributes of satisfaction mentioned just before are fulfilled to a
great extent by having an efficient logistics system in place, by a company. Businesses
needed new ways to reduce risks, lower overall costs, shorten production lead times, and
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improve customer responsiveness as competition became more global. These ever-
growing logistical challenges can be better managed by outsourcing these activities to the
experts in the field. Third-party logistics businesses are the most cost-effective solution
in these situations. As a result, businesses began to outsource their logistical functions to
third-party logistics firms (3PL). This included locating the most cost-effective materials
and components, as well as managing the procedures for delivering the finished products
and services to market. Companies were able to concentrate on their core activities while
their logistics partner took care of the logistics. With more flexibility, lower cost
structures, and higher customer satisfaction, enterprises that outsourced were able to go
ahead of their competition. The reason for this is that businesses are increasingly relying
on 3PL (third-party logistics) to meet their logistics demands. Shippers believe that 3PLs
offer new and creative methods to enhance logistics performance, and that they are nimble
and adaptable enough to meet future company requirements and problems (Langley Jr et
al., 2022). According to the 2021 Annual Third-Party Logistics report, shippers and third-
party logistics providers continue to benefit from their relationships. This indicates that
both users and providers of logistics services are increasingly in need of a deeper
understanding of their relationship. “The logistics sector will be carried forward by
relationships” (Delaney, V., 2000).

Hence, it can be drawn from the above discussions that having healthy logistics
relationship between the service provider and service receiver is the key to the
achievement of higher service quality, lower price, higher overall customer satisfaction
level which may finally lead to repurchases, retention and loyalty. Several studies have
shown that retaining clients is more lucrative than acquiring new ones (Hogan et al., 2016;
Lee-Kelley et al., 2003; Ou, 2021). According to a report, a 5% increase in client retention
can result in a 25 percent to 85 percent boost in profitability (Frederick, F. and Sasser, Jr.,
1990). Customer satisfaction has been studied by a number of writers in order to identify
the antecedents of loyalty (Jones, O. and Sasser, W., 1995). Furthermore, customer
satisfaction is thought to be a resultant of a number of factors, including service quality,
pricing satisfaction, and relationship satisfaction, which have all been considered in this
study.

When looking at the existing studies, the majority of them were conducted in
industrialized nations such as Germany, the United Kingdom, Australia, the United
States, and Japan. In the literature, there is virtually little research on emerging nations
like India. As a result, this research is being carried out from Pune, India, in order to
contribute to the literature by taking into account the Indian context of logistics
outsourcing relationships.

Therefore, the purpose of this research is to establish links and relationships
(Fig.1) between the attributes of service quality, relationship, pricing, satisfactions and
loyalty in logistics outsourcing relationships — particularly in terms of improving
relationship quality and customer loyalty in a logistics outsourcing relationship and to put
this theoretical foundation to the test empirically.
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Figure 1: Conceptual Model
2. LITERATURE REVIEW AND RESEARCH HYPOTHESES

This study aims to contribute to current knowledge and provide more clarity on the
correlation between factors of service quality, satisfaction and loyalty by investigating
connections between LSPs (Logistics Service Providers) and their customers.

Customer Loyalty: A buyer's intentions to purchase the same services (retention)
and new services (expansion) from the current provider in the future, as well as the buyer's
engagement in promoting this provider to others, is referred to as customer loyalty
(referral). Although loyalty is a major relationship effect of satisfaction, a growing
number of studies has looked at the factors that influence satisfaction in the context of
logistics services. Customer loyalty is created via repurchases (repeat and additional
purchases of the same or different products or services) and recommendations (Meyer
and Oevermann, 1995). Loyalty is defined as "a buyer's total attachment or strong
commitment to a product, service, brand, or organisation.” (Oliver, 1999)

2.1 Service Quality

The quality of service provided by an LSP has been linked to customer satisfaction in
logistics. According to Stank et al, logistics service quality is comprised of two major
dimensions: operational performance and relational performance(Stank et al., 1999).
Focusing on measuring and controlling service quality has been a major study area in
response to the rising relevance of the service sector. In today's corporate environment,
delivering high-quality service is a critical component of a successful marketing plan. As
a result, service quality has become a major concern in the service business (Pont and
McQuilken, 2002). Customer loyalty requires high-quality service. Many researchers
have studied the behavioral effects of service quality, how to measure and manage service
quality, and how service quality affects customer satisfaction and loyalty (Bitner, 1990;
Bolton and Drew, 1991; Boulding et al., 1993; Parasuraman et al., 1988; Zeithaml et al.,
1996). Thus, the following hypotheses are proposed:

Hi - Service quality directly and positively influences customers’ loyalty towards
logistics service provider.

H2 - Service quality directly and positively influences customers’ satisfaction towards
logistics service provider.
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Service quality has a direct positive impact on both pricing and relationship satisfaction.
The disconfirmation paradigm states that satisfaction is attained when initial service
expectations are positively confirmed. If the price is lower than expected or the service
quality is better, price satisfaction might be higher. As a result, increased service quality
should lead to greater pricing satisfaction, as stated in the following hypothesis:

Hs - Service quality directly and positively influences customers’ satisfaction towards
logistics service providers’ price.

Even while conflicts are unavoidable in every relationship (Anderson and Narus, 1984),
a high level of service quality supplied by an LSP is likely to lessen friction, resulting in
a more satisfying relationship for the customer. Wallenburg (Wallenburg (2004)
demonstrated that this relationship is especially strong and substantial, leading to the
following hypothesis:

Ha - Service quality positively influences customers’ satisfaction towards the relationship
with the logistics service provider.

2.2 Relationship satisfaction

The establishment of customer relationships is one of the most important aspects of a
logistics company to logistics outsourcing service relationship. The intricacy of the
services and the long-term nature of business ties in the supply chain necessitate that
successful and satisfied logistical relationships are of the utmost significance. Successful
business relationships, according to relationship marketing concepts, improve customer
satisfaction and consequently company performance. relationship yields both utilities and
costs, according to social exchange theory (SET), which was developed principally by
numerous researchers. As long as the cost-utility ratio is favorable, parties will prefer to
sustain and strengthen a relationship (Lambe et al., 2001). In contrast to pure economic
theories, SET considers both economic and social results, emphasizing the need of
considering both social and economic elements when assessing relationships. While the
specific composition of utilities and costs differs from person to person, the actual cost-
utility-ratio, or the benefit achieved in the present relationship, is compared to the
projected benefit from the current relationship, or the comparative level. The more the
realized benefits exceed the comparison level, the higher the satisfaction with the
relationship, and the more likely are parties to maintain and expand it (Thibaut and
Kelley, 1959). Thus, the higher the realized satisfaction in relationship, lead to the higher
the customer satisfaction and loyalty.

Hs - Relationship satisfaction positively influences customers’ loyalty towards logistics
service provider.

He - Relationship satisfaction positively influences customers’ satisfaction towards
logistics service provider.

2.3 Price Satisfaction
Discount competition is pressing most industries, including retail food chains, internet
retailers, and others, to cut prices in order to compete and retain or even persuade
customers. As a result, increasing expenses, such as logistics costs, are practically
impossible to pass on to end customers due to intense price rivalry (Klumpp and Jasper,
2008).

However, whether this viewpoint is suitable in all situations is debatable. In fact,
according to Varki(Varki and Colgate, 2001), pricing influences consumers' perceptions
of value, which in turn influences satisfaction. Furthermore, empirical research have
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shown the impact of pricing in determining consumer satisfaction (Lapierre et al., 1999;
Voss et al., 1998).

According to Wallenburg (Wallenburg, 2004), price may impact satisfaction in a

variety of ways. Often, logistics outsourcing choices are not decided by a single
individual; decision memoranda are prepared, and the ultimate decision is made by a
higher-ranking management. In this instance, the subordinate must defend its suggestion,
which may result in a greater focus on cost or pricing considerations.
In most cases, the most essential factors in business decision-making are monetary
measurements. Because service performance is more difficult to define than cost or price,
and hence more difficult to compare to market alternatives, pricing is a major variable in
operation.

Additional service performance may not always result in increased utility for the

consumer. As a result, the higher the degree of satisfaction, the cheaper the price for a
given level of service performance.
Dissatisfaction may occur in long-term contractual agreements, such as those between
LSPs and their clients, even if the contracted service's pricing was previously deemed
appropriate. This might happen when rival LSPs provide equivalent services at cheaper
costs, triggering dissatisfaction that is caused by the price rather than the quality of the
service.

In the business service setting, pricing is likely to have a significant impact on the
development of satisfaction. Price satisfaction in this study is defined as the affective and
cognitive evaluation of all experiences made by a customer with the prices offered by an
LSP for the contracted logistical services, in accordance with the definition of service
quality given above and the conceptualization provided by Wallenburg (Wallenburg,
2004). The higher the degree of pricing satisfaction, the higher the level of customer
satisfaction will be.

H~ - Satisfaction on price positively influences customers’ satisfaction towards logistics
service provider.

2.4 Customer Satisfaction:
A person's sentiments of joy or disappointment as a consequence of evaluating
performance of the product to his or her expectations is referred to as satisfaction.
Customer satisfaction may be thought of in two ways: transaction-specific and
cumulative. Transaction-specific satisfaction is linked to an assessment of a single service
encounter, while cumulative satisfaction is linked to an overall assessment of the service
provider. According to Parasuraman et al. (Parasuraman et al., 1994), satisfaction is a
function of transactions. Individual evaluations are integrated to generate a "pleasurable
fulfilment” of needs assessment in cumulative satisfaction (Oliver, 1997). Overall
satisfaction is calculated by adding together all prior transaction-specific assessments and
is added after each transaction (Jones and Suh, 2000). Instead of a transaction-specific
satisfaction evaluation, the satisfaction concept in loyalty research is conceived as
cumulative satisfaction(Harris and Goode, 2004). Overall pleasure is more consistent than
transaction-specific happiness, according to Parasuraman et al. (Parasuraman et al.,
1994). This study relies on cumulative satisfaction rather than transaction-specific
pleasure, as shown by the literature review.

To better comprehend the varied aspects of satisfaction, researchers have studied
a variety of satisfaction concepts. It is widely accepted that satisfaction is a type of "post-
choice evaluative opinion” (Westbrook and Oliver, 1991). While studying the
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development of satisfaction, many scholars adhere to the disconfirmation paradigm
(Michael K. Brady et al., 2002). “A customer is pleased when perceived performance
surpasses expectations (a positive disconfirmation).” The customer, on the other hand, is
unhappy if perceived performance is below expectations (a negative disconfirmation)
(Spreng et al., 1996). Numerous academics, especially in marketing research, have
investigated the impact of satisfaction on customer loyalty (Bolton et al., 2000; Cronin et
al., 2000; Grgnholdt et al., 2000; De Wulf et al., 2001).

Hs - Customer satisfaction positively influences customers’ loyalty towards logistics
service provider.

Fig.2 summarizes the hypotheses mentioned above.

Relational
Satisfaction

Satisfaction
Customer

Fig.2: Research Hypotheses
3. RESEARCH METHODOLOGY

3.1 Sample Design:

Buyers of logistics services were taken into consideration in the sample design. As a
result, logistics managers from a variety of manufacturing and trading businesses were
chosen and surveyed on the nature of their relationships with their selected LSPs. Data
was acquired from members of the Confederation of Indian Industry who worked in
logistics (CII). The sample included CIl members who worked in a variety of businesses
in India and had prior experience with logistics outsourcing. A web-based survey method
was employed in accordance with Griffis et. al. recommendations (Griffis et al., 2003).
Members of the sample were contacted through e-mail and requested to take the survey
online. About 430 of the 1,550 questionnaires distributed by e-mail were returned
completed, resulting in 28% response rate. Due to a large number of missing data or clear
random responses, 16 cases had to be eliminated from studies, leaving 414 viable
instances and a useable response rate of 27%. The bulk of respondents (78.5 percent)
were Logistics Managers in senior and mid-level roles, 20. percent were lower and mid-
level Logistics Employees, and 1.5% were classed as ‘Other." According to the
demographics, the sample is fairly balanced in terms of industry affiliation, responder
competency, and average working experience of 8 years, with a minimum of 3 years in
the present position. Apart from a few respondents working in same company, 398
organisations were identified where the respondents were working.
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The organisations were made up of different sectors of the industry comprising
pharmaceuticals — 18%, food processing- 11, iron and steel — 8, autocomp and ancilliaries
— 9, traders/distributor — 20, retailers — 7, consumer durables — 10, Oil/petroleum — 4,
chemical — 5, others — 8. After that, non-response bias was assessed using Armstrong and
Overton's technique of comparing early and late respondent responses(Armstrong and
Overton, 1977). The data set was divided into four equal sections based on the response
date, and T-tests were used to compare early (first quarter) and late (fourth quarter)
respondents. No evidence of non-response bias was observed.

Logistics outsourcing accounts for 35% of total logistics costs on average. The
lead LSPs contributed 40 % to the total. This demonstrates the importance of connections
with these LSPs for respondents’ overall logistics performance, as well as the reality that
logistics outsourcing has become a big and vital element of any firm today.

3.2 Scales of Measurement

All of the measuring items were adopted from previous research studies that had been
thoroughly evaluated and validated. Each construct's specific measurement items and
their sources are listed in Table 1. All of the model's components were assessed using
multiple-item measures. The recommendation is to employ well-validated metrics from
past studies. Multi-item 7-point Likert scales were employed for all variables, and the
face validity of the measuring items was determined via pre-test interviews with 15
logistics academicians and 15 logistics practitioners. Table | shows the loyalty scale,
which is based on studies by Homburg et al.(Homburg et al., 2003) and Wallenburg
(Wallenburg, 2004). To capture consumer loyalty (CL1-5 in Table 1), a total of five
metrics were used. The total assessments of the corresponding three performance
dimensions: price satisfaction, service quality, and relationship satisfaction, are reflected
in the measurement of satisfaction. Price and relational satisfaction (PS1-3 and RS1-3 in
Table I) were measured using an adapted version of the scale employed by Wallenberg
while service quality (SQ1-3 in Table I) is measured using Dabholkar (Dabholkar et al.,
2000) and modified version of the scale developed by Wallenberg(Wallenburg, 2004).
Measurement scales for customer satisfaction was adapted from Duc Nha Le (Le et al.,
2020).

Table I. Measurement Scale

Customer Loyalty Source

CL1 |n the future, we will continue to use this logistics service provider.
CL2 We want to renew our contracts with this logistics service provider

again. Homburg et
CL3 The logistics service provider will account for a larger portion of our ( al 2(;]02'
logistics business in the future. Wall’lenbur’g
CL4 This logistics service provider will be used more frequently in the 2004) '
future than it is today.
CL5 I/we frequently refer this logistics service provider to people outside of
our firm.
Relational Satisfaction
RS1 We are really happy with how we engage with this logistics service
provider.
RS2 When working with this logistics service provider, disagreements are (WaZI:)eonf)urg,

always resolved amicably.
RS3 This logistics service provider and | have a great working connection.
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Price Content

PC1 This logistics service provider's pricing is relatively competitive when
compared to other logistics service providers.
PC2 The logistics service provider has an outstanding price-to-performance  (Wallenburg,
ratio. 2004)
PC3 This logistics service provider's prices are quite reasonable as
compared to performing such activities ourselves.
Service Quality
SQ1 This logistics service provider provides outstanding services in general. ~ (Dabholkar et
SQ2 This logistics service provider provides excellent service performance. al., 2000;
SQ3 Wallenburg,
This logistics service provider provides extremely good service quality. 2004)
Customer Satisfaction
CS1 We are pleased to conduct business with this express and logistics
service provider.
CS2 It was a good decision for us to do business with this logistics service (Leetal.,
provider 2020)
CS3 We are satisfied with the process and methods that this logistics
company organized and managed the cargo
4. FINDINGS

4.1 Measures and Reliability Test
The survey instrument was put to the test to see whether it was reliable. Table 11 shows
the summary statistics (means and standard deviations), Cronbach alpha values, and
factor loadings values. The most prevalent test for scale reliability reported in the
literature is internal consistency, as shown by Cronbach's alpha. For the scales,
Cronbach's alpha values of 0.7 or above are regarded acceptable (Number and Banadough,
1978). For each of the five constructs, Cronbach's alpha was assessed. Cronbach alpha
coefficients for all constructs were greater than the suggested level of 0.7. Table Il shows
that they range from 0.79 to 0.82. This suggested that all of the measurements utilized in
this study have reliability.

Table Il. Means, standard deviations, and reliability

statistics
Std. Cronbach’s  Factor

Mean  Deviation o Loadings
Service Quality
SQ1 5.19 1.32 0.64
SQ2 5.15 1.39 0.82 0.84
SQ3 5.14 1.37 0.89
Price Content
PS1 4.97 1.20 0.81
PS2 5.12 1.17 0.79 0.84
PS3 5.12 1.19 0.82
Relational Satisfaction
RS1 4.95 1.31 0.81 0.79
RS2 4.95 1.39 0.73
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RS3 5.00 1.39 0.67
Customer Satisfaction
CSs1 4.98 1.32 0.77
CS2 5.07 1.26 0.82 0.84
CS3 5.11 1.33 0.80
Customer Loyalty
CcL1 4.99 1.32 0.72
CL2 4.92 1.30 0.64
CL3 4.93 1.31 0.82 0.77
CL4 4.89 1.31 0.60
CL5 5.01 1.37 0.63
Table 111. Goodness-of-fit statistics
Measurement Structural
Model Model
CFI 0.971 0.954
GFI 0.948 0.934
AGFI 0.925 0.909
TLI 0.963 0.944
RMSEA 0.045 0.055
12 194.300 251.879
p 0.000 0.000
df 106 111
¥2/df 1.833 2.269
Table 1V. Result of measurement model
Std Factor  Std Error CR
Loading
SQ1 0.73 0.07 10.35 0.61
SQ2 0.80 0.06 11.11 0.56
SQ3 0.81 0.07 9.35 0.66
PS1 0.75 0.07 10.24 0.59
PS2 0.79 0.08 10.51 0.58
PS3 0.70 0.08 10.56 0.57
RS1 0.77 0.07 11.28 0.54
RS2 0.76 0.07 9.64 0.63
RS3 0.76 0.07 9.18 0.66
CS1 0.78 0.06 9.70 0.57
CS2 0.75 0.06 8.48 0.63
CS3 0.81 0.07 10.97 0.50
CL1 0.74 0.07 11.47 0.55
CL2 0.72 0.08 11.62 0.52
CL3 0.74 0.06 12.48 0.54
CL4 0.67 0.07 10.95 0.45
CL5 0.74 0.07 11.73 0.55
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4.2 Measurement Model Assessment

IBM’s SPSS 26 and AMOS 22.0 was used to test the measurement and structural models
using structural equation modelling (SEM). Before assessing the structural model, first
the validity of the measurement models was determined using confirmatory factor
analysis (CFA). CFA was recommended by Anderson and Gerbing as a more rigorous
method to model testing than Cronbach alpha, exploratory factor analysis, or item-total
correlation (Anderson and Gerbing, 1988). SEM is a multivariate statistical analysis
method that uses correlation between observable variables to explain relationships
between latent variables. The SEM method is broken down into two stages: measurement
model and structural model. Whereas the ability of observed variables to reflect latent
variables is measured by the measurement model, the structural model is used to describe
the relationship between latent variables. Observed variables are indicators that are
directly measured and are used to measure latent variables. Latent variables are variables
that are inferred from observable variables rather than being explicitly observed (Bollen,
1989). Confirmatory factor analysis (CFA) is a technique for evaluating measurement
models, and the findings indicate whether each observed variable is a good representation
of the latent variable to which it belongs. CFA also uses goodness-of-fit statistics to
demonstrate the validity of the measurement model as a whole. Before looking for an
association between latent variables, it's vital to use CFA to ensure that the measurement
model's estimated values are supported consistent within the structural model that will be
evaluated, as well as to ensure that the measurement model is acceptable (Kline, 2005).
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Fig.3: Measurement Model Path

Fig.3 present the path diagram of the measurement model. It consists of 5 latent
variables and 17 observed variables loaded onto these latent variables. The results of the
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CFA for the five latent variables included in the structural model are reported in Table
I11. The chi-square (2) statistic is a commonly used measure to assess how well the model
covariance matrix matches the sample covariance matrix (Chou and Bentler, 1995). The
chi-square value for our measurement model is 194.300 (p < .001). The normed chi-
square (x2/df) is 1.833 and thus, good and acceptable (Bollen, 1989).

The comparative fit index (CFI), goodness-of-fit index (GFI), adjusted GFI
(AGFI), Tucker-Lewis index (TLI), and root mean squared error of approximation
(RMSEA) are some other important fit criteria calculated for the model fitness (Bagozzi
and Yi, 1988; Browne and Cudeck, 1993; Joreskog and Sorbom, 1982; Stank et al., 2003;
Zhang et al., 2003). The first four measurements should be at least 0.90, and the RMSEA
should be less than 0.08. Table 1V, goodness-of-fit statistics of the measurement model
produced acceptable values. Goodness of fit index (GFI) and Comparative fit index (CFI)
are respectively 0.948 and 0.971. AGFI corrected value of GFI according to complexity
of the model is 0.925.

Convergent validity is supported, according to Anderson et al., when indicators
load substantially on their specified latent variables (Anderson et al., 1987). The model
shows convergent validity since the lowest factor loading observed in the model is 0.67
for CL4 (Table I11). The Fornell and Larcker (Fornell and Larcker, 1981) criteria was also
used to assess discriminant validity, which refers to the degree to which measures of
different elements are distinct (Bagozzi, 1980). Table 111 shows that the values of square
root of the AVE for each latent variable is greater than the value of highest correlation
with any other latent variables, establishing discriminant validity.

Table V. Measurement Model Discriminant Validity
CR AVE PS CL SQ RS CS
PS 0.795 0.564  0.751*
CL 0.844 0.521 0.417  0.721*
SQ 0.823 0.607 0.482 0572  0.779*
RS 0.806 0.580 0.354 0.719 0.605  0.762*
CS 0.822 0.607 0.551 0.656 0.605 0560 0.779*

Price Satisfaction : PS CR : Composite Reliability
Customer Loyalty : CL AVE : Average Variance Extracted
Service Quality : SQ * : Square root of AVE

Relational Satisfaction : RS
Customer Satisfaction : CS

4.3 Structural Model

After the measurement model produces appropriate values, structural model analysis that
hypotheses between latent variables are tested. The structural model is presented in
Figure 4. The structural model (y2 = 251.879, df = 111) produces very good values with
regards to goodness-of-fit statistics (y2/df = 2.269; RMSEA = 0.055; CFI = 0.954; GFI =
0.934; AGFI = 0.909; TLI = 0.944). the fit statistics for the entire model are comparable
to those given for the measurement model. All five fit indices surpass the stated threshold
levels.
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Table VI. Hypotheses Test Results

Hypothesis Hypothesized path Path Critical p Results
coefficient Ratio
Hi Service Quality — Customer Loyalty 0.09 143 0.15 Not supported
H, Service Quality — Customer Satisfaction 0.30 3.65 *F** Supported
Hs Service Quality — Price Satisfaction 0.46 7.70 F** Supported
Ha Service Quality — Relational Satisfaction 0.64 955 F** Supported
Hs Relational Satisfaction — Customer Loyalty 0.47 7.04 Fx* Supported
Hs Relational Satisfaction — Customer Satisfaction 0.28 4,00 *** Supported
H- Price Satisfaction ---> Customer Satisfaction 0.36 516 *** Supported
Hs Customer Satisfaction ---> Customer Loyalty 0.31 512 *** Supported

Figure 2 shows the hypotheses test results for the base model. the relationships
between latent variables are tested, and investigated. Out of the first four hypotheses (Hi,
H>, Hz & Ha) of service quality, the path H; of service quality — customer loyalty (estimate
= 0.09, C.R. < 1.96) is found insignificant. Thus, hypothesis Hi is not supported. The
remaining four hypotheses paths, Hs Relationship satisfaction - customers’ loyalty, He
Relationship satisfaction = customers’ satisfaction, Hz price Satisfaction - customers
satisfaction, Hg Customer satisfaction - customers’ loyalty were all found supported.
Though reviews on some articles have evidenced the positive impact of service quality
on customer loyalty. This study is showing insignificant direct effect (0.098) of service
quality on loyalty. But high indirect effect of 0.516 is observed in the estimation. The
reason behind this can be attributed to the multiple mediated effects of service quality on
loyalty through relational satisfaction, price satisfaction and customer satisfaction. The

Relational
Satisfaction

Customer

Satisfaction |

Quality

Fig.4: The structural model
highest direct effect of service quality is exerted on customer satisfaction with R? value
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of 50%, as compared to direct effect on relationship satisfaction and price satisfaction of
38% and 24%.

When the effects of the four dimensions on loyalty are combined, they produce an R-
square value of 67 %, indicating that about 2/3 of the variance in the measurement of
customer loyalty can be attributed to these three constructs. The standardized indirect
effect of price on loyalty was low 0.108 but higher than the indirect effect of relationship
0.093 on loyalty mediated by customer satisfaction. The indirect effect of service quality
on customer satisfaction was found significant at 0.328 mediated combinedly through
relationship and price satisfaction.

4.4 Discussion

This paper investigates the logistics service outsourcing relationships between
organisations belonging to varied industry and their logistics service providers in India,
and tests the measurement and structural models where service quality, price satisfaction
and relational satisfaction are positive precursors to customer satisfaction; service quality,
relational satisfaction and customer satisfaction a positive precursor to loyalty. both the
measurement and structural models were found to have acceptable fits, validity, and
reliability.

The current study's findings are operationalized around the concept of service
quality as a primary predictor of loyalty development in logistics outsourcing
relationships. Stank et al., on the other hand, operationalized the relevance of logistics
service quality in a slightly different way, using order qualifiers rather than
"differentiators in the eyes of customers™ in their study (Stank et al., 2003). The study
shows that service quality with direct and mediated effects of price and relationship
satisfaction is the key driver of customer loyalty. Furthermore, it is observed that it has a
significant impact on both the economic (i.e. pricing) and social (i.e. relationship)
elements of service relationships. The study also posits that, providing high operational
performance may make good relationships easier to achieve. Friction may make it more
difficult to be completely satisfied with the social components of the buyer-seller
relationship in the absence of outstanding operations. The study also affirms that service
quality has highest direct effect on relationship satisfaction with the customers and which
in turn has the higher direct effect on customer loyalty. This ascertains that relationship
satisfaction is the strongest resultant effect of the service quality and the strongest
influencer of customer loyalty. Both of these findings are consistent with the findings of
Stank et al., on LSP performance (Stank et al., 2003).

While price and accompanying expenses are important considerations when selecting
an LSP in a developing country like India, they seem to be less significant in the long
run(C. John Langley Jr. et al., 2007). Having a strong customer relationship matters the most
in logistics and supply chain relationship as it helps in building competitive advantage
across the supply chain and in achieving long term sustainability. In conclusion, the basic
model lends some support to the use of SET to investigate customer perceptions of
logistical service provision and customer loyalty to key service providers.

5. IMPLICATIONS FOR MANAGEMENT

As third-party logistics firms seek to differentiate themselves in the industry, senior
executives envisage a greater emphasis on customer relationship management
efforts(LIEB, 2008). The current study's findings suggest that LSPs should pay special
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attention to service quality and relational satisfaction in this setting, as both were proven
to be key predictors of customer loyalty. In the meantime, customer loyalty was
unaffected by price satisfaction. The tangible aspects of logistics service provision (e.g.,
throughput times, picking accuracy, on-time deliveries) as well as the social aspects (e.g.,
interaction, cooperation) are the key drivers of customer retention, expansion, and referral
within ongoing logistics outsourcing relationships. In this context, the current study
agrees with Stank et al., that price is a less significant predictor of loyalty(Stank et al.,
2003). Though for winning contracts, competitive pricing is highly adopted tactical tool
by managers in highly price sensitive market like India, this study demonstrated that high
service quality mediated through a better customer satisfaction and customer relationship
management results in long term loyalty and retention of customers. Therefore, it could
be noted that competitive pricing is an order-qualifying criterion, whereas order-winning
factors include service quality and relationship satisfaction.

6. LIMITATIONS AND FUTURE RESEARCH

Despite the study's outcomes, there are some research limitations. Firstly, the sample in
this research is made up of organizations that were picked at random, regardless of their
size or revenue. This may reduce the potential of results to be generalized since the sample
may not be an exact and consistent representative of all types of businesses; small,
medium, and large. Another drawback of the research is that information on all of the
factors was mainly given by one person, primarily from a managerial position at the
respondent organization. Another disadvantage is that the model only includes a few
loyalty factors; additional critical dimensions may be identified. The research also
examines the relationship between firms in certain industrial sectors and their logistics
service providers, albeit not all B2B industries were explored. The validity of the results
should be examined in future study via investigations in different industries and countries.
Other relationship dimensions, such as knowledge power, autonomy, conflict, and
adoption, should be included in the research's model since relationship dimension was
determined to have the greatest influence in the study. Their impact on satisfaction and
loyalty should be examined. Future research should focus on relationships that have an
equal proportion of low, medium, and large volume business. Furthermore, logistics
services relations that are on a short-term, transactional basis and have a limited scope
are likely been overlooked in our study. According to transaction cost theory, these
transactional services are usually less detailed, unpredictable, and dangerous, and demand
less collaboration. As a consequence, future research should look at these services as well,
since the relationship between satisfaction and loyalty might differ depending on the
transactional and relational contexts.

REFERENCES

[1] Amelia, A., Purwanto, N., Pgri, S., Jombang, D. and Ronald, R. (2022), “Minimum
Adapter Perspective in Indonesia: The Roles of Perceived Product Quality and
Health Consciousness in Forming Customer Brand Loyalty through Customer
Satisfaction and Trust”, Review of Integrative Business and Economics Research,
Vol. 11 No. 4(s), pp. 190-200.

Copyright © 2023 GMP Press and Printing
ISSN: 2304-1013 (Online); 2304-1269 (CDROM); 2414-6722 (Print)



Review of Integrative Business and Economics Research, Vol. 12, Issue 3 99

[2] Anderson, J.C. and Gerbing, D.W. (1988), “Structural Equation Modeling in
Practice: A Review and Recommended Two-Step Approach”, Psychological
Bulletin, American Psychological Association Inc., VVol. 103 No. 3, pp. 411-423.

[3] Anderson, J.C., Gerbing, D.W. and Hunter, J.E. (1987), “On the Assessment of
Unidimensional Measurement: Internal and External Consistency, and Overall
Consistency Criteria”, Journal of Marketing Research, JSTOR, Vol. 24 No. 4, p.
437.

[4] Anderson, J.C. and Narus, J.A. (1984), “A Model of the Distributor’s Perspective of
Distributor-Manufacturer Working Relationships”, Journal of Marketing, SAGE
Publications, VVol. 48 No. 4, p. 62.

[5] Armstrong, J.S. and Overton, T.S. (1977), “Estimating Nonresponse Bias in Mail
Surveys”, Journal of Marketing Research, JSTOR, Vol. 14 No. 3, p. 402.

[6] Bagozzi, R.P. (1980), Causal Models in Marketing, NY : Wiley, New York.

[7] Bagozzi, R.P.and Yi, Y. (1988), “On the evaluation of structural equation models”,
Journal of the Academy of Marketing Science, Springer, Vol. 16 No. 1, pp. 74-94.

[8] Bitner, M.J. (1990), “Evaluating Service Encounters: The Effects of Physical
Surroundings and Employee Responses”, Journal of Marketing, SAGE
Publications, Vol. 54 No. 2, p. 69.

[9] Bollen, K.A. (1989), Structural Equations with Latent Variables, Structural
Equations with Latent Variables, John Wiley and Sons, Inc., New York, available
at:https://doi.org/10.1002/9781118619179.

[10] Bolton, R.N. and Drew, J.H. (1991), “A Multistage Model of Customers’
Assessments of Service Quality and Value”, Journal of Consumer Research,
Oxford University Press (OUP), Vol. 17 No. 4, p. 384.

[11] Bolton, R.N., Kannan, P.K. and Bramlett, M.D. (2000), “Implications of loyalty
program membership and service experiences for customer retention and value”,
Journal of the Academy of Marketing Science, Springer New York, Vol. 28 No. 1,
pp. 95-108.

[12] Boulding, W., Kalra, A., Staelin, R. and Zeithaml, V.A. (1993), “A Dynamic
Process Model of Service Quality: From Expectations to Behavioral Intentions”,
Journal of Marketing Research, JSTOR, Vol. 30 No. 1, p. 27.

[13] Browne, M.W. and Cudeck, R. (1993), “Alternative Ways of Assessing Model Fit”,
in Bollen, K.A. and Long, J.S., (Eds.), Testing Structural Equation Models, Vol. 21,
SAGE PERIODICALS PRESS, Newbury Park, pp. 136-162.

[14] C. John Langley Jr., Erik van Dort, Jim Morton, Sven Hoemmken, Alfred Goh,
Michael Zabawa, Rod Strata, et al. (2007), The State of Logistics Outsourcing:
2007 Third-Party Logistics - RESULTS AND FINDINGS OF THE 12TH ANNUAL
STUDY.

[15] Chou, C.-P. and Bentler, P.M. (1995), Estimates and Tests in Structural Equation
Modeling., Structural Equation Modeling: Concepts, Issues, and Applications , R.
H. Hoyle (Ed.)., Sage Publications, Inc.

[16] Cronin, J.J., Brady, M.K. and Hult, G.T.M. (2000), “Assessing the effects of
quality, value, and customer satisfaction on consumer behavioral intentions in
service environments”, Journal of Retailing, Elsevier BV, Vol. 76 No. 2, pp. 193—
218.

Copyright © 2023 GMP Press and Printing
ISSN: 2304-1013 (Online); 2304-1269 (CDROM); 2414-6722 (Print)



Review of Integrative Business and Economics Research, Vol. 12, Issue 3 100

[17] Dabholkar, P.A., Shepherd, C.D. and Thorpe, D.I. (2000), “A comprehensive
framework for service quality: An investigation of critical conceptual and
measurement issues through a longitudinal study”, Journal of Retailing, Elsevier
BV, Vol. 76 No. 2, pp. 139-173.

[18] Delaney, V., R. (2000), 11th Annual State of Logistics Report, St. Louis.

[19] Fornell, C. and Larcker, D.F. (1981), “Evaluating Structural Equation Models with
Unobservable Variables and Measurement Error”, Journal of Marketing Research,
JSTOR, Vol. 18 No. 1, p. 50.

[20] Frederick, F., R. and Sasser, Jr., W.E. (1990), “Zero Defections: Quality Comes to
Services”, Harvard Business Review, pp. 105-111.

[21] Griffis, S.E., Goldsby, T.J. and Cooper, M. (2003), “WEB-BASED AND MAIL
SURVEYS: A COMPARISON OF RESPONSE, DATA, AND COST”, Journal of
Business Logistics, Wiley-Blackwell, Vol. 24 No. 2, pp. 237-258.

[22] Grgnholdt, L., Martensen, A. and Kristensen, K. (2000), “The relationship between
customer satisfaction and loyalty: Cross-industry differences”, Total Quality
Management, Routledge, Vol. 11 No. 4-6, pp. 509-514.

[23] Harris, L.C. and Goode, M.M.H. (2004), “The four levels of loyalty and the pivotal
role of trust: a study of online service dynamics”, Journal of Retailing, JAI, Vol. 80
No. 2, pp. 139-158.

[24]Hogan, J.E., Lemon, K.N. and Libai, B. (2016), “What Is the True Value of a Lost
Customer?”;, Http://Dx.D0i.0rg/10.1177/1094670502238915, SAGE Publications,
Vol. 5 No. 3, pp. 196-208.

[25] Homburg, C., Giering, A. and Menon, A. (2003), “Relationship Characteristics as
Moderators of the Satisfaction-Loyalty Link: Findings in a Business-to-Business
Context”, Journal of Business-to-Business Marketing, Vol. 10 No. 3, pp. 35-62.

[26] Jones, M.A. and Suh, J. (2000), “Transaction-specific satisfaction and overall
satisfaction: an empirical analysis”, Journal of Services Marketing, MCB UP Ltd,
Vol. 14 No. 2, pp. 147-159.

[27]Jones, O., T. and Sasser, W., E. (1995), “Why Satisfied Customers Defect”,
Harvard Business Review, pp. 88-99.

[28] Joreskog, K.G. and Sorbom, D. (1982), “Recent Developments in Structural
Equation Modeling”, Journal of Marketing Research, JSSTOR, Vol. 19 No. 4, p.
416.

[29] Kline, R.B. (2005), Principles and Practice of Structural Equation Modeling,
Guilford Press.

[30] Klumpp, M. and Jasper, A. (2008), “Success Factors for Retail Logistics in an E-
Commerce-Environment Digitalisiertes Ideen-und Arbeitsmanagement in
Produktion, Logistik und Handel (DIAMANT) View project HELENA-Higher
Education Global Efficiency Analysis View project Success Factors for Retail
Logistics in an E-Commerce-Environment”, Sineuropean Engineering Research
Journal, Vol. 1, pp. 63-68.

[31] Lambe, C.J., Wittmann, C.M. and Spekman, R.E. (2001), “Social exchange theory
and research on business-to-business relational exchange”, Journal of Business-to-
Business Marketing, VVol. 8 No. 3, pp. 1-36.

Copyright © 2023 GMP Press and Printing
ISSN: 2304-1013 (Online); 2304-1269 (CDROM); 2414-6722 (Print)



Review of Integrative Business and Economics Research, Vol. 12, Issue 3 101

[32] Langley Jr, J., Ryerson, P.R., Beljin, A. and Albright, D. (2022), Third-Party
Logistics Study - Results and Findings of the 26th Annual Study.

[33] Lapierre, J., Filiatrault, P. and Chebat, J.C. (1999), “Value Strategy Rather Than
Quality Strategy: A Case of Business-to-Business Professional Services”, Journal
of Business Research, Elsevier, Vol. 45 No. 2, pp. 235-246.

[34]Le, D.N., Nguyen, H.T. and Hoang Truong, P. (2020), “Port logistics service
quality and customer satisfaction: Empirical evidence from Vietnam”, The Asian
Journal of Shipping and Logistics, Elsevier, Vol. 36 No. 2, pp. 89-103.

[35] Lee-Kelley, L., Gilbert, D. and Mannicom, R. (2003), “How e-CRM can enhance
customer loyalty”, Marketing Intelligence & Planning, MCB UP Ltd, Vol. 21 No.
4, pp. 239-248.

[36] LIEB, R. (2008), “The North American Third-party Logistics Industry in 2007: The
Provider CEO Perspective”, Transportation Journal, Duke University Press, Vol.
47 No. 2, pp. 39-53.

[37] Meyer, A. and Oevermann, D. (1995), “Kundenbindung in: Tietz, B., Kohler, R.,
and Zentes, J.”, Handwdrterbuch Des Marketing, Stuttgart, pp. 1340-1351.

[38] Michael K. Brady, J Cronin and Richard R. Brand. (2002), “Performance-only
measurement of service quality: a replication and extension”, Journal of Business
Research, Vol. 55 No. 1, pp. 17-31.

[39] Number, C.C. and Banadough, C.A. (1978), Psychometric Theory, Psychometric
Theory, 2d ed., Vol. 13, McGraw-Hill, New York.

[40] Oliver, R.L. (1997), Satisfaction: A Behavioral Perspective on the Consumer,
Second Edition, Satisfaction: A Behavioral Perspective on the Consumer, Second
Edition, McGraw-Hill Companies, Inc., , New York, available
at:https://doi.org/10.4324/9781315700892/SATISFACTION-BEHAVIORAL-
PERSPECTIVE-CONSUMER-RICHARD-OLIVER.

[41] Oliver, R.L. (1999), “Whence consumer loyalty?”, Journal of Marketing, American
Marketing Association, VVol. 63 No. SUPPL., pp. 33-44.

[42] Ou, J. (2021), “Relationship Between the Big Five Personalities Traits and
Customer Loyalty in the Retail Industry”, Review of Integrative Business and
Economics Research, Vol. 10 No. 2(s), pp. 75-102.

[43] Parasuraman, A., Zeithaml, V.A. and Berry, L.L. (1988), “SERVQUAL: A
multiple-item scale for measuring consumer perceptions of service quality. -
PsycNET”, Journal of Retailing, VVol. 64 No. 1, pp. 12-40.

[44] Parasuraman, A., Zeithaml, V.A. and Berry, L.L. (1994), “Reassessment of
Expectations as a Comparison Standard in Measuring Service Quality: Implications
for Further Research”:, Journal of Marketing, SAGE PublicationsSage CA: Los
Angeles, CA, Vol. 58 No. 1, pp. 111-124.

[45] Pont, M. and McQuilken, L. (2002), “Testing the factor structure of the behavioral-
intentions battery: an empirical study of the Australian banking industry - DRO”, in
Shaw, R.N., Adam, S. and McDonald, H. (Eds.), ANZMAC 2002 : Proceedings of
the Australian and New Zealand Marketing Academy Conference 2002, ANZMAC,
Melbourne, Victoria, pp. 2901-2907.

Copyright © 2023 GMP Press and Printing
ISSN: 2304-1013 (Online); 2304-1269 (CDROM); 2414-6722 (Print)



Review of Integrative Business and Economics Research, Vol. 12, Issue 3 102

[46] Spreng, R.A., MacKenzie, S.B. and Olshavsky, R.W. (1996), “A reexamination of
the determinants of consumer satisfaction”, Journal of Marketing, American
Marketing Association, Vol. 60 No. 3, pp. 15-32.

[47] Stank, T.P., Goldsby, T.J. and Vickery, S.K. (1999), “Effect of service supplier
performance on satisfaction and loyalty of store managers in the fast food industry”,
Journal of Operations Management, No longer published by Elsevier, VVol. 17 No.
4, pp. 429-447.

[48] Stank, T.P., Goldshy, T.J., Vickery, S.K. and Savitskie, K. (2003), “LOGISTICS
SERVICE PERFORMANCE: ESTIMATING ITS INFLUENCE ON MARKET
SHARE”, Journal of Business Logistics, John Wiley & Sons, Ltd, Vol. 24 No. 1,
pp. 27-55.

[49] Thibaut, J.W. and Kelley, H.H. (1959), The Social Psychology of Groups, The
Social Psychology of Groups, 1st ed., John Wiley & Sons, New York, available
at:https://doi.org/10.4324/9781315135007/SOCIAL-PSYCHOLOGY-GROUPS-
JOHN-THIBAUT-HAROLD-KELLEY.

[50] Varki, S. and Colgate, M. (2001), “The Role of Price Perceptions in an Integrated
Model of Behavioral Intentions”:, Journal of Service Research, Sage
PublicationsSage CA: Thousand Oaks, CA, Vol. 3 No. 3, pp. 232-240.

[51] Voss, G.B., Parasuraman, A. and Grewal, D. (1998), “The roles of price,
performance, and expectations in determining satisfaction in service exchanges”,
Journal of Marketing, American Marketing Association, VVol. 62 No. 4, pp. 46-61.

[52] Wallenburg, C.M. (2004), Kundenbindung in Der Logistik: Eine Empirische
Untersuchung Zu Ihren Einflussfaktoren, 1st ed., Haupt Verlag, Bern, Stuttgart,
Vienna.

[53] Westbrook, R.A. and Oliver, R.L. (1991), “The Dimensionality of Consumption
Emotion Patterns and Consumer Satisfaction”, Journal of Consumer Research,
Oxford University Press (OUP), Vol. 18 No. 1, p. 91.

[54] De Wulf, K., Odekerken-Schréder, G. and lacobucci, D. (2001), “Investments in
consumer relationships: A cross-country and cross-industry exploration”, Journal of
Marketing, Vol. 65 No. 4, pp. 33-50.

[55] Zeithaml, V.A., Berry, L.L. and Parasuraman, A. (1996), “The behavioral
consequences of service quality”, Journal of Marketing, American Marketing
Association, VVol. 60 No. 2, pp. 31-46.

[56] Zhang, Q., Vonderembse, M.A. and Lim, J.S. (2003), “Manufacturing flexibility:
defining and analyzing relationships among competence, capability, and customer
satisfaction”, Journal of Operations Management, No longer published by Elsevier,
Vol. 21 No. 2, pp. 173-191.

Copyright © 2023 GMP Press and Printing
ISSN: 2304-1013 (Online); 2304-1269 (CDROM); 2414-6722 (Print)



