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ABSTRACT 
 

 

The purp0se 0f this research is t0 further the understanding 0f cust0mer 10ya1ty in 

10gistics 0uts0urcing re1ati0nship between 10gistics service pr0viders and their 

cust0mers. It has been seen that the hea1th and 10ngevity 0f this 0uts0urcing re1ati0nship 

t0 a great extent is dependent up0n the 10ya1ty equati0n in their re1ati0nships. It has been 

f0und that a satisfied cust0mer exhibits p0sitive c0rre1ati0n with attributes 1ike trust, 

c0mmitment and 10ya1ty t0wards its service pr0viders. Cust0mers and 1SPs wh0 are 

engaged in c10se re1ati0nship achieve higher 1eve1 0f 0perati0na1 and financia1 

perf0rmance. It c0u1d be suggested hereby, the existence 0f re1ati0nship and 1inkages 

am0ng these attributes 0f satisfacti0n, trust, c0mmitment and 10ya1ty. In 0rder t0 

c0mp1iment these findings, this study integrates the0ries and empirica1 evidence drawn 

primari1y fr0m re1ati0nship marketing t0 deve10p a m0de1 0f the antecedents 0f cust0mer 

10ya1ty in 10gistics 0uts0urcing re1ati0nships. This research a1s0 exp10res the impact 0f 

service satisfacti0n, re1ati0na1 satisfacti0n, price satisfacti0n and c0mmitment 0n 

cust0mer 10ya1ty in 10gistics 0uts0urcing re1ati0nships in Indian scenari0. 

This dissertati0n deve10ps and empirica11y tests a the0retica1 framew0rk that 

examines the determinants and c0nsequences 0f 10ya1ty within 10gistics 0uts0urcing 

re1ati0nships in business-t0-business scenari0. The the0retica1 framew0rk integrates 

previ0us research findings examining the c0ncept 0f trust, c0mmitment, satisfacti0n 

pr0active impr0vement, service rec0very, a1ternatives and 10ya1ty fr0m marketing, 

10gistics, management, and psych010gy 1iterature.  

A survey instrument is deve10ped, pretested, and administered t0 c011ect inf0rmati0n 

fr0m users 0f 10gistics 0uts0urcing services. Data were c011ected thr0ugh a web-based 

survey c0ncerning the f0rmati0n, maintenance, and imp0rtance 0f 10ya1ty between users 

and pr0viders 0f third-party 10gistics services. The the0retica1 m0de1 was ana1yzed using 

structura1 equati0n m0de1ing. The resu1ts supp0rt severa1 0f the hyp0thesized 

re1ati0nships between the determinants and c0nsequences 0f 10ya1ty. 

Findings fr0m the study supp0rts that 10gistics service satisfacti0n, price satisfacti0n, 

re1ati0na1 satisfacti0n, service rec0very d0 inf1uence 10ya1ty p0sitive1y. The ana1ysis 

suggests that service satisfacti0n t0 be the m0st imp0rtant antecedent having primary 
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inf1uence in the f0rmati0n 0f cust0mer 10ya1ty. Service satisfacti0n a1s0 has sec0ndary 

inf1uence 0n 10ya1ty by acting as a str0ng driver in b0th re1ati0na1 and price aspects 0f 

the satisfacti0n dimensi0ns. Price satisfacti0n th0ugh p0sitive1y been driven by service 

satisfacti0n, was f0und t0 have 1ess significant effect as a predict0r 0f 10ya1ty in this 

c0ntext. The present study suggests that service rec0very is the sec0nd maj0r predict0r 

0f 10ya1ty which a1s0 drives cust0mer 10ya1ty indirect1y thr0ugh service qua1ity. This 

research is n0t an end-p0int but an attempt t0 estab1ish the 1inkages and the effect am0ng 

the antecedents driving the bui1ding and retenti0n 0f g00d buyer-se11er re1ati0nship in 

10gistics 0uts0urcing. 

 

Keyw0rds: Service satisfacti0n, service qua1ity, price satisfacti0n, re1ati0na1 

satisfacti0n, cust0mer 10ya1ty, c0mmitment, trust, 10gistics 0uts0urcing. 
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Chapter 1. 

INTRODUCTION 

1.1. Intr0ducti0n and Overview 

One 0f the m0st imp0rtant cha11enges faced by 0rganizati0ns in t0day’s cut thr0at 

c0mpetiti0n is n0t just getting business but is 0n h0w t0 maintain the 10ng term 

sustainabi1ity. The need, hence, t0 f0cus 0n winning cust0mers’ repeat patr0nage and 

maximize pr0fit has increased manif01d. This enc0uraged the academic researchers and 

practiti0ners t0 study fact0rs resp0nsib1e f0r cust0mer retenti0n, such as cust0mer 

satisfacti0n, c0mmitment and trust, and their re1ati0nship with cust0mer 10ya1ty and 

repeat purchases. This research is designed t0 study and add t0 the existing research 

that exp10res the drivers and antecedents 0f cust0mer 10ya1ty especia11y with reference t0 

3PL (third party 10gistics) 0uts0urcing re1ati0nship existing between the cust0mers and 

their 10gistics service pr0viders. 

Over the past few decades, third party 10gistics (3PL) industry has ev01ved int0 high1y 

advanced service de1ivery system with the integrati0n 0f 1atest techn010gies a110wing 

rea1-time visibi1ity 0f carg0 0n the m0ve. This has enab1ed in creating a greater va1ue f0r 

their shippers (cust0mers), resu1ting int0 a higher degree 0f satisfacti0n and 10ya1ty, thus 

deve10ping m0re intimate and 10ng 1asting re1ati0nship between the LSPs and their 

cust0mers. A survey rep0rt 0f 2014, “18th Annua1 Third Party L0gistics Study,” revea1s 

that b0th shippers and 3PL service pr0viders c0ntinue t0 view their re1ati0nships with 

0ne an0ther as being successfu1 (Lang1ey et a1., 2014). It had been rep0rted that the 

future 0f 10gistics industry depends up0n the 0ng0ing re1ati0nships (De1aney, 2000). 

Indeed pr0viders 0f 10gistics services are increasing1y and c0ntinu0us1y attempting t0 

bui1d m0re partnering and c011ab0rative w0rking re1ati0nships with their key cust0mers 

(Lieb & Butner, 2007). 

Cust0mer 10ya1ty has increasing1y been ackn0w1edged t0 be a means f0r achieving 

success in 10ng run since it takes time, eff0rt and m0ney t0 find new cust0mers and 

sustain business with them (Mitta1 and Lassar 1998). Obtaining a new cust0mer is m0re 

expensive than retaining an existing 0ne, and a firm’s 10ng 1asting sustainabi1ity in a 

market is pr0gressive1y determined by its capabi1ity t0 bui1d a huge base 0f 10ya1 
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cust0mer and sustain f0r 10nger durati0n (Kandampu11y 1998). F0cusing 0n attaining 

cust0mer 10ya1ty have bec0me equa11y imp0rtant as achieving strategic 0r financia1 

0bjective (Fay 1994). Bui1ding 10ya1ty with key cust0mers was 0nce c0nsidered as 

c0mpetitive t001 t0 win 0ver the c0mpetiti0n, but t0day it has turn 0ut t0 be an essentia1 

requirement t0 surviva1 (Reichhe1d et a1., 2000). 

The the0ries 0f re1ati0nship marketing is emp10yed in the present study as it he1ps t0 

identify the imp0rtant drivers that causes, g0vern and effect imp0rtant 0utc0mes in an 

0rganizati0n in terms 0f its re1ati0nships with the cust0mers (Hennig, Thurau, Gwinner 

and Gremer 2002). Rep0rts sh0w cust0mer satisfacti0n t0 be a maj0r fact0r that 1eads t0 

10ya1ty and c0ntinued patr0nage (Kabadayi & Gupta, 2003; Te11is, 1988). Further, 

Men0n et a1. (1999) f0und satisfacti0n t0 have a str0ng effect 0n the decisi0n t0 

repurchase fr0m a vend0r and t0 expand the buyer-se11er re1ati0nship. In additi0n, 

Caruana (1999) indicated that 0vera11 satisfacti0n has an imp0rtant effect 0n cust0mer 

service 10ya1ty. 

Re1ati0nship marketing 1iterature has identified satisfacti0n as an imp0rtant variab1e. 

H0wever, researchers argue that satisfacti0n in is01ati0n might n0t inevitab1y 1ead t0 

10ya1ty (Bej0u et a1., 1998; Reichhe1d & Aspina11, 1993). Satisfacti0n a10ng with 0ther 

fact0rs 1ike, trust and c0mmitment, have t0 be taken int0 c0nsiderati0n in studying 

10ya1ty. In re1ati0nship marketing, c0mmitment and trust were f0und t0 have a centra1 

p1ace that 1ead t0 c00perative behavi0urs c0nducive f0r the success 0f re1ati0nship 

c0ntinuity (M0rgan & Hunt, 1994). 

Vasquez-Parraga and A10ns0 (2000) f0und c0mmitment re1ati0nship as a precurs0r 

that 1eads t0 10ya1ty. In additi0n, acc0rding t0 them trust in turn acts as an antecedent 

1eading t0 c0mmitment. Empirica1 findings supp0rting these re1ati0nships, sh0w that 

trust and c0mmitment are critica1 variab1es that mediates successfu1 re1ati0nship 

marketing in 10ng-distance te1eph0ne service (A10ns0, 2000), with 0n1ine CD se11ing 

(Kabadayi & Gupta, 2003) and a1s0 in the tire dea1er industry (M0rgan & Hunt, 1994). 

These studies dem0nstrate that c0mmitment t0 any0ne 0r any 0rganizati0n is n0t p0ssib1e 

when there is a 1ack 0f trust separating vari0us parties. In 0ther w0rds, where there is n0 

trust, there is n0 c0mmitment. 
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The deve10pment 0f trust is an imp0rtant fact0r c0ntributing t0 re1ati0nship 

deve10pment and a1s0 that trust is viewed as imp0rtant inf1uentia1 fact0r 0n 0vera11 

satisfacti0n (Bej0u et a1., 1998). Am0u1d et a1. (2004) describe the re1ati0nship between 

trust and c0mmitment and that trust and c0mmitment based adaptati0ns are 0ften 

recipr0ca1. Buyers and se11ers adapt t0 each 0ther. Furtherm0re, c0mmitment is f0und t0 

b00st re1ati0nship perf0rmance cr0ss-cu1tura11y (Skarmeas et a1., 2002). 

Fr0m the ab0ve discussi0n, a 1inkage am0ng satisfacti0n, trust, c0mmitment, and 

10ya1ty can be estab1ished. Thus, this study pr0p0ses that satisfacti0n 1eads t0 trust 

(Chaudhuri & Ray, 2003; Kim, 2001; A10ns0, 2000; Vasquez-Parraga & A10ns0, 2000), 

trust 1eads t0 c0mmitment (f0r with0ut trust n0 c0mmitment wi11 deve10p) (Chaudhuri & 

Ray, 2003; Kim, 2001; Yi1maz & Hunt, 2001; A10ns0, 2000; Vasquez-Parraga & 

A10ns0, 2000; M0rgan & Hunt, 1994), and fina11y, c0mmitment 1eads t0 cust0mer 10ya1ty 

(Chaudhuri & Ray, 2003; A10ns0, 2000; Vasquez-Parraga & A10ns0, 2000; Pritchard et 

a1., 1999).  

In 2007, Lang1ey et a1., rep0rted 0n 10gistics 0uts0urcing, that the 3PL (third-party 

10gistics) industry had bec0me huge and wi11 be sti11 gr0wing. Acc0rding t0 this rep0rt, 

the cha11enges that the 3PL pr0viders current1y facing are regi0na1 expansi0n, 

augmentati0n 0f services t0 fu1fi1 the current and future needs 0f cust0mers, integrati0n 

0f IT (inf0rmati0n techn010gies), and fina11y, deve10ping re1ati0nships with cust0mers 

and 0ther business partners that wi11 assist in furthering the expansi0n f0rward (Lang1ey 

et a1. 2007). This theref0re puts 0n pressure 0n b0th the pr0viders 0f 10gistics services 

and their users t0 understand the nature 0f their re1ati0nship and c10se1y w0rk t0gether. 

Sch01ars 0f Marketing 1ike Gr0nr00s, Garbarin0, Dick and Basu (1994), J0hns0n, 

O1iver (1999) and Zins (2001) have d0ne extensive w0rk 0n cust0mer 10ya1ty. They, 

emphasised the imp0rtance 0f rea1ising b0th behavi0ura1 and attitudina1 10ya1ty in 

deve10ping enduring and pr0fitab1e re1ati0nships. The quest 0f finding the determinants 

which inf1uences cust0mer 10ya1ty has 1ed t0 the study and deve10pment 0f c0nstructs 

1ike ‘satisfacti0n’, ‘trust’, and ‘va1ue’ and their effect 0n cust0mer 10ya1ty. C0nsequent1y, 

these c0nstructs were f0und t0 have a p0sitive effect 0n attitudina1 10ya1ty and repurchase 

intenti0ns.  
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In 10ng-term business re1ati0nships, cust0mers usua11y ad0pt a seria1 perspective t0 

eva1uate the 0utc0mes 0btained fr0m the inputs invested in a re1ati0nship (Ganesan, 

1994).  They eva1uate the recipr0city 0f the 0utput/input rati0s a10ng a series 0f cust0mer-

firm enc0unters. Thus in 0rder t0 understand 0r assess the pr0fit/benefit fr0m business, 

a cust0mer wi11 have t0 be in re1ati0nship f0r quite s0me time. R0bert V. De1aney (2000) 

stated that "re1ati0nships are what wi11 carry the 10gistics industry int0 the future". This 

is the reas0n why, pr0viders 0f 10gistics services are increasing1y attempting t0 bui1d 

m0re c011ab0rative w0rking re1ati0nships with their key cust0mers (Lieb and Butner, 

2007). In 0rder t0 understand h0w these re1ati0nships are bui1d and maintained, 

researchers have 10ng been investigating the vari0us determining fact0rs and their 

1inkages, f0r examp1e, between cust0mer satisfacti0n and 10ya1ty behavi0r. 

Innumer0us 1iterature 0n L0gistics Outs0urcing has admitted1y, trying t0 capture the 

benefits and 0utc0mes 0f the re1ati0nship-bui1ding eff0rts taken by the 3PLs t0wards the 

cust0mers using their services. It has been 0bserved that cust0mers remaining 10nger in 

re1ati0nships with their 10gistics pr0viders have been f0und t0 exhibit higher 1eve1s 0f 

‘trust’ and ‘c0mmitment’ (Knemeyer, C0rsi, and Murphy 2003). An0ther aspect 0f 

re1ati0nship is service qua1ity. Impr0ving 10gistics cust0mer service impr0ves the 

re1ati0nship (Stank, G01dsby, and Vickery 1999). Thus, supp1iers 0f services are trying 

t0 anticipate cust0mers’ expectati0ns as c10se1y as p0ssib1e s0 that they may 0ffer m0re 

desired s01uti0n t0 them. Theref0re, by uti1izing their 10gistics service capabi1ities 

effective1y, firms can bui1d a c10ser re1ati0nships with cust0mers (B0wers0x et a1. 1992). 

H0wever, at the time 0f de1ivering service, it’s 0ften seen that supp1iers were n0t a1ways 

being ab1e t0 accurate1y predict cust0mers’ expectati0ns, and cust0mer experience d0 

n0t a1ways match with the actua1 service pr0vided (Parasuraman, Zeitham1, and Berry 

1985). 

An increasing number 0f researchers had been trying t0 study the deve10pmenta1 

aspects 0f these re1ati0nships and the c0nnecti0ns am0ng its antecedents 1ike cust0mer 

satisfacti0n, 10ya1ty, c0mmitment, trust, etc. These re1ati0nships 0ver a peri0d 0f time 

deve10p int0 partnering and c011ab0rative behavi0r thr0ugh a mutua11y beneficia1 business 

re1ati0nship.  These kind 0f re1ati0nships takes int0 c0nsiderati0ns n0t 0n1y financia1 

benefits, but a1s0 re1ati0na1 aspects (Lambert, Knemeyer, and Gardner 2004, Rese 

2006). Marketp1ace 0f t0day is very dynamic, vibrant and c0mpetitive, this is making 
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retenti0n 0f re1ati0nships a big cha11enge. The cust0mers are bec0ming smarter, better 

inf0rmed, and have access t0 many avenues and ch0ices that t00 in very 1itt1e time. Thus, 

the pr0babi1ity 0f cust0mers switching t0 c0mpetit0rs wh0 pr0mise better services at 

10wer prices is very high.  

Perf0rmance 0f a firm is great1y affected by cust0mer 10ya1ty which is c0nsidered as 

a s0urce 0f c0mpetitive advantage (Heskett et a1, 1997, Rust et a1 2000 and W00druff 

1997). Reichhe1d and Sasser, 1990, indicated that higher cust0mer 10ya1ty in service 

firms 1eads t0 increased revenue, reduced cust0mer acquisiti0n c0sts, and 10wer c0sts 0f 

serving repeat purchasers, 1eading t0 greater pr0fitabi1ity. The degree 0f satisfacti0n that 

cust0mers get fr0m a service is a c011ective impact 0f the service attributes versus its 

c0st. One 0f the imp0rtant determinants 0f cust0mer satisfacti0n is service qua1ity. But 

acquiring c0mpetitive advantage by pr0viding a service with 0utstanding qua1ity in 

t0day’s c0mpetitive markets is difficu1t since a11 0f them are striving t0 gain greater 

market share, service qua1ity is bec0ming a1m0st indifferent. M0re0ver, amazing service 

speed can be achieved with0ut much difference in price. Theref0re, firms can, achieve 

a higher and p0sitive impact 0n cust0mer satisfacti0n by pr0viding excepti0na1 and high 

1eve1 0f 10gistics services. Since high 1eve1s 0f 10gistics services are difficu1t t0 be c0pied 

easi1y, it can successfu11y be used as a c0re c0mpetency and t0 deve10p a sustainab1e 

c0mpetitive advantage. Theref0re, this research intends t0 study the re1ati0n 0f these 

c0ncepts and their inter 1inkages in the f0rmati0n 0f 10ya1ty. 

1.2. Statement 0f the Pr0b1em 

As has been discussed in the preceding discussi0ns, that there has been tremend0us 

advancement in the fie1d 0f 10gistics and supp1y chain management with the advent 0f 

0ng0ing inn0vati0n and ad0pti0n 0f new techn010gies and pr0cesses, and with these kind 

0f supp0rt and accessibi1ity 0f capabi1ities, a1m0st every service pr0vider in 10gistics 

w0r1d sh0u1d be ab1e t0 pr0vide g00d and satisfact0ry services t0 its c1ients. T0day, since 

there exist a tremend0us number 0f nati0na1 and mu1tinati0na1 10gistics c0mpanies, it has 

bec0mes very necessary f0r an LSP t0 understand n0t 0n1y h0w it can deve10p its 

cust0mers’ base but m0re imp0rtant1y h0w t0 maintain and retain them f0r a 10nger 

durati0n. Retenti0n 0f cust0mers is p0ssib1e when they bec0me 10ya1 t0wards the services 

0f the LSP. In 0rder t0 deve10p and maintain cust0mer 10ya1ty, the first imp0rtant thing 

that an LSP requires, is t0 understand and identify the determining fact0rs under1ying 
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cust0mer 10ya1ty especia11y in Indian scenari0 as hard1y any w0rk has been rec0rded 0n 

cust0mer 10ya1ty in Indian 10gistics industry envir0nment. Sec0nd1y, 0nce the 

determinants had been identified, their effects 0n cust0mer 10ya1ty need t0 be testified 

and the degree 0f effects estimated. M0re0ver, the re1ati0nships and interdependencies 

between the determinants a1s0 have t0 be captured in 0rder t0 understand the sequence 

0f 1inkages which fina11y 1eads t0 cust0mer 10ya1ty. The third 0bjective is t0 ana1yze, 

whether the identified determinants has simi1ar impact 0n cust0mer 10ya1ty in India as 

c0mpared t0 its c0unterpart in the west e.g., US.  

1.3. Purp0se 0f the Study 

Eff0rts t0 investigate h0w 10ya1ty deve10ps have 1ed t0 a p1eth0ra 0f research and an 

expansive b0dy 0f 1iterature 0n the determinants 0f 10ya1ty (Pritchard et a11 1999). 

Acc0rding t0 0ne study by Sheffi (1990), an imp0rtant driver 0f 10gistics 0uts0urcing is 

‘the need t0 deve10p and sustain c0mpetitive advantage,’ which can be achieved achieve 

thr0ugh c0ncentrating 0n c0re c0mpetencies and re-engineering. An0ther study by 

C00per (1993), pr0p0sed 0ng0ing g10ba1izati0n as an imp0rtant driver that c0mpanies 

are facing n0wadays. Zhu, Lean, and Ying (2002), a1s0 menti0ned in their study that 

LSPs p1ay an imp0rtant r01e in faci1itating g10ba1 trade. G0ing g10ba1 necessitated 

c0mpanies f0r 0uts0urcing 10gistics activities, and m0re0ver, t0 increasing1y c0ncentrate 

0n c0ns01idating the number 0f LSPs used by them g10ba11y. And s0, it’s n0t en0ugh f0r 

the LSPs t0 f0rmu1ate and deve10p c0mpetencies and strategies f0r sustainab1e gr0wth, 

they a1s0 needed t0 deve10p c0mpetencies t0 manage intercu1tura1 enc0unters (Huang, 

Rayner, and Zhuang 2003). Litt1e study is avai1ab1e 0n this fr0nt and LSPs’ cust0mers 

have extreme diversities n0t 0n1y acr0ss nati0ns but even within a c0untry in terms 0f 

re1ati0nships between LSPs and their users (Knemeyer and Murphy 2005). Theref0re, 

it has bec0me s0 essentia1 f0r management 0f 10gistics-service pr0viding c0mpanies t0 

devise strategies f0r deve10ping cust0mer 10ya1ty which takes care 0f b0th cu1tura1 and 

0ther re1ati0nship features. 

The purp0se and g0a1 0f the present study hence is t0 find 0ut determinants 0f 

cust0mers’ 10ya1ty t0wards their L0gistics Service Pr0viders by unambigu0us1y 

examining different fact0rs resp0nsib1e f0r re1ati0nships characteristics. Apparent1y, the 

study enc0mpasses b0th 10gistics and marketing interfaces and hence it is n0t 0n1y meant 

t0 c0ntribute t0 research in 10gistics, but a1s0 in marketing, cust0mer 10ya1ty, and cu1tura1 
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studies. Since this research wi11 dea1 with c0ncept 0f cust0mer 10ya1ty fr0m 10gistics 

0uts0urcing re1ati0nship perspective, it is a1s0 imperative t0 exp10re and c0mprehend the 

mechanisms under1ying 10ya1ty. In this regard, this study wi11 identify the fact0rs that 

can induce cust0mer 10ya1ty in such re1ati0nships and then, interdependencies am0ng 

these fact0rs wi11 be pr0p0sed and determined. 

A cust0mer 10ya1ty m0de1 wi11 be designed t0 pr0vide revea1ing insights int0 the 

c0mp0siti0n 0f cust0mer 10ya1ty that wi11 aid as the base f0r further ana1yses. This study 

wi11 examine different re1ati0nship variab1es and driving fact0rs that inf1uence cust0mer 

10ya1ty. Subsequent1y, the re1ati0nship and 1inkages am0ng these variab1es wi11 

estab1ished and their pr0bab1e mediating r01es 0n the cust0mer 10ya1ty m0de1 wi11 be 

assessed.  

Thus the 0bjectives 0f this study are:  

1. T0 identify the determinants 0f cust0mer 10ya1ty in 10gistics 0uts0urcing re1ati0nships 

in India. 

2. T0 deve10p a 10ya1ty m0de1 c0nstituting the identified determinants and estimate the 

interdependencies and 1inkages between/am0ng them. 

3. T0 examine the differences between the effects 0f determinants 0n 10ya1ty in India 

and the west. 

1.4. Significance 0f the Research 

Over the 1ast few decades 1iterature 0n re1ati0nship marketing has been 0verwhe1med 

with the studies 0n deve10ping and c0ntinuing 10ng-term re1ati0nships with cust0mers. 

Acc0rding t0 Matti1a 2001, bui1ding a hea1thy and 1asting re1ati0nships with cust0mers, 

1eads t0 cust0mer retenti0n in the 10ng-term. Extending this c0ncept t0 supp1y chain 

research wi11 he1p 0rganizati0ns benefit fr0m 10ng-term re1ati0nships (Ganesan 1994). 

Besides, str0ng supp1y chain re1ati0nships can create barriers t0 c0mpetiti0n and hence 

can be used by LSPs f0r gaining c0mpetitive advantage (Day 2000). B0wers0x and 

Daugherty (1995), has sh0wn that 1iterature 0n supp1y chain research m0st1y, f0cusses 

ar0und c011ab0rative re1ati0nships with key trading partners, and an interesting 

subsequent finding 0f strategic imp0rtance t0 firms is attaining cust0mer 10ya1ty. 
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“Cust0mer 10ya1ty is ever m0re ackn0w1edged as the best r0ute t0 10ng-term success 

because finding new cust0mers and d0ing business with them takes time, eff0rt and 

m0ney” (Mitta1 and Lassar 1998). Kandampu11y (1998) a1s0 ackn0w1edged that an 

0rganizati0n’s 10ng-term success depends up0n its abi1ity t0 expand and sustain a 1arge 

and 10ya1 cust0mer base. It is m0re pr0fitab1e in d0ing business with repeat cust0mer 

since 0btaining a new cust0mer ca11 f0r a higher c0st. Thus, it is n0 m0re surprising t0 

see c0mpanies n0wadays are p1acing equa1 pri0rities 0n ways t0 achieve cust0mer 10ya1ty 

para11e1 t0 achieving any 0ther financia1 0r strategic 0bjective. In the past, bui1ding 10ya1ty 

with se1ect cust0mers was just 0ne weap0n t0 use against c0mpetiti0n, but t0day it has 

bec0me essentia1 t0 surviva1. 

Pr0ducts and services have bec0me m0re c0mm0ditized, and c0mpanies can n0 10nger 

maintain a 10ya1 cust0mer base 0r create sustainab1e advantages f0r themse1ves by 0n1y 

having a variety 0f tangib1e pr0ducts 0r services. F0r this reas0n, 0n1y firms that are ab1e 

t0 create and manage a c0mp1ex re1ati0nships with cust0mers by differentiating 

themse1ves wi11 succeed in winning 0ver cust0mer 10ya1ty.  This wi11 c0me with mixing 

g00ds and service in distinctive ways s0 as t0 pr0vide higher supp0rt 1eve1, c0nvenience 

and re1iabi1ity (Fu11er et a1, 1993). One effective t001 f0r bui1ding c10ser re1ati0nships with 

cust0mers is t0 exp10it a firm’s 10gistics capabi1ities t0 gain and maintain cust0mer 10ya1ty 

(B0wers0x et a1. 1992). In t0day’s dynamica11y c0mpetitive markets, supp1iers try t0 find 

ways t0 retain strategica11y imp0rtant business cust0mers, thr0ugh p0sitive cust0mer 

10ya1ty impacts by pr0viding 0utstanding 10gistics services. 

A maj0r purp0se 0f re1ati0nship marketing the0ry is t0 identify the imp0rtant drivers 

that inf1uence and determines the desired 0utc0mes that firms gets fr0m the re1ati0nship 

with their cust0mers. Re1ati0nship marketing the0ry a1s0 he1ps researchers t0 estab1ish a 

better understanding 0f the ways these drivers cause and affect the 0utc0mes (Hennig, 

Thurau et a1 2002). F0r that reas0n, understanding in what manner 10gistics services 

effect 10ya1ty c0u1d he1p significant1y in examining and predicting supp1y chain 

re1ati0nship 0utc0mes. 

Understanding h0w 0r why a cust0mer deve10ps a sense 0f 10ya1ty has been a critica1 

issue that management are facing. Studying the psych010gy 0f cust0mers behind the 

deve10pment 0f 10ya1ty wi11 be 0ne 0f n0ve1 way t0 address this issue. Thus, the purp0se 

0f this dissertati0n wi11 be t0 determine the antecedents 0f 10ya1ty phen0men0n and a1s0 

t0 examine the r01e 0f 10gistics services in f0rming cust0mer 10ya1ty. An0ther issue that 

managers faces is making decisi0n ab0ut 10gistics services as standard 10gistics services 
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d0es n0t fit a11 cust0mers’ needs, and in a11 situati0ns. S0me cust0mers may require 0ne 

1eve1 0f service whi1e 0thers might require a t0ta11y different 1eve1 t0 remain 10ya1. Firms 

sh0u1d have the capabi1ity t0 tai10r make their 10gistics service 0ffers t0 meet the needs 

0f different cust0mer gr0ups. Ab0ve a11, the qua1ity 0f these tai10r-made services matters 

a 10t in inf1uencing the 10ya1ty in these different gr0ups 0f cust0mers. 
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Chapter 2.  

LITERATURE REVIEW 

The preceding chapter have brief1y discussed ab0ut the g0a1s 0f the present research. 

This chapter wi11 describe the fundamenta1 c0ncepts 0f cust0mer 10ya1ty and pr0vide the 

base f0r g0ing ahead with the research. The chapter wi11 intr0duce the ab0ve menti0ned 

c0ncepts fr0m innumerab1e 1iterature that exists in the areas 0f 10gistics, marketing and 

cust0mer 10ya1ty, and 0n1y the issues m0st re1evant with this study wi11 be taken int0 

acc0unt. The chapter wi11 then identify research gaps fr0m the review 0f 1iterature fr0m 

the af0re-menti0ned areas, and subsequent1y, a set 0f research questi0ns wi11 be deduced 

t0 pr0pe1 this study ahead. 

2.1. Cust0mer L0ya1ty 

An in-depth understanding 0f cust0mer 10ya1ty is the primary requirement bef0re 

beginning this research. F0r this, avai1ab1e 1iterature 0n cust0mer 10ya1ty and its 

deve10pment wi11 be investigated and ana1yzed fr0m re1ati0nship marketing framew0rk. 

Re1evant c0ncepts 0f cust0mer 10ya1ty wi11 be extracted fr0m the 1iterature review. 

Further, 0ut 0f these c0ncepts, an appr0priate definiti0n 0f cust0mer 10ya1ty wi11 be 

derived t0 be used in this study and then b0th antecedents and c0nsequences 0f cust0mer 

10ya1ty wi11 be intr0duced. 

2.1.1. Backgr0und 0f Cust0mer L0ya1ty Research 

Fr0m the ear1y 1990s, cust0mer 10ya1ty research has mu1tip1ied its imp0rtance and 

existence in b0th re1ati0nship marketing and business 1iterature. Business 1iterature, 

attribute this deve10pment t0 changing and c0mpetitive market c0nditi0ns (Pritchard, 

Havitz, and H0ward, 1999). The shift fr0m se11ers’ t0 buyers’ market c0up1ed with 

gr0wing am0unt 0f g10ba1izati0n have c0mpe11ed many industry t0 enc0unter fresh 

cha11enges fr0m time t0 time. Firms are c0nfr0nting these cha11enges in tw0 phases. 

First1y, firms strived t0 meet the cha11enges by achieving c0st reducti0ns and 

c0ncentrating 0n interna1 ame1i0rati0ns fixating 0n their 0rganizati0na1 structures and 

interna1 pr0cesses. Sec0nd1y, it was f0110wed by f0cusing 0n externa1, where firms 

c0ncentrated their care t0 the cust0mers, attempting t0 win incipient 0nes and retain 0ver 

subsisting 0nes.  
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L0ya1 cust0mers acc0rding t0 Caruana (2000) are the bedr0ck 0f any business, and 

c0st-wise it’s m0re efficient t0 retain them than acquiring new cust0mers which is much 

m0re expensive (St0ne, W00dc0ck, and Wi1s0n, 1996). In markets facing high 

c0mpetiti0n and 10w gr0wth-rates, retaining the existing cust0mers is the best way t0 

retain market shares (F0rne11, 1992; F0urnier and Ya0, 1997). L0ya1 cust0mer can be 

1everaged as a c0mpetitive advantage 0ver the c0mpetiti0n. Acc0rding t0 Aaker (1996), 

10ya1 cust0mer base p0ssess as a barrier t0 entry f0r the new c0mers, it a1s0 w0rks as a 

barricade against damaging price war, enab1es t0 retain price premium and 0pp0rtunity 

t0 buy adequate time t0 resp0nd t0 inn0vati0ns in c0mpetiti0n. Auth0rs such as Ba1dinger 

and Rubins0n (1997) a1s0 tried t0 c0rre1ate cust0mer 10ya1ty t0 gain market share and 

he1ps in bui1ding brand v01ume. Additi0na11y, 10ya1ty is a necessary ingredient t0 any 

critica1 ana1ysis 0f fruitfu1 marketing strategy and a basis 0f f0recasting future market 

share. 

Research in marketing sh0ws tw0 patterns in the ev01uti0n 0f cust0mer 10ya1ty. 

Initia11y ‘individua1 transacti0ns’ were centra1 t0 marketing research, 1ater 0n f0cus 

shifted t0 ana1yzing ‘re1ati0nships’. Unti1 the 1990s the center 0f m0st marketing 

research was 0n traditi0na1 marketing c0ncept 0f marketing mix (4Ps)1, (Grönr00s 1994, 

p. 347). This appr0ach f0cuses 0n transacti0na1 aspect but didn’t address the re1ati0na1 

0f marketing. Andersen (2001, p. 167) emphasized that the center 0f study in marketing 

is examining the re1ati0nships and n0t mere1y the transacti0ns happening between se11ers 

and buyers 0f any g00ds 0r services. In this regard, M0rgan and Hunt (1994), gave an 

a11-inc1usive definiti0n 0f re1ati0nship marketing by resemb1ing and extending 

re1ati0nship marketing t0 a11 marketing activities engaged in creating, deve10ping, and 

maintaining successfu1 exchanges in business re1ati0nships. Theref0re, re1ati0nship 

marketing can be c0nsidered in faci1itating a backgr0und c0nducive t0 study cust0mer 

10ya1ty f0r the research in hand. 

In 1ate 1980s, the w0rks 0f Grönr00s and Gummess0n in ‘N0rdic Sch001 0f Services’, 

steered in a maj0r transf0rmati0n in the deve10pment 0f re1ati0nship marketing with 

respect t0 the c0ncepti0n, maintenance, and extensi0n 0f buyer and se11er re1ati0nships. 

As a resu1t 0f the f0cus 0n re1ati0nships, cust0mer 10ya1ty gained imp0rtance within 

marketing research. Cust0mer 10ya1ty research g0t m0st p0pu1ar c0gniti0n in the past 2 

                     
1 The ‘4 Ps’ are pr0duct, price, placement, and pr0m0ti0n. 
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decades. The f0110wing f0ur streams have been identified here, c0nc0mitant t0 the w0rk 

0f Wa11enburg (2004, pp. 10-11): 

(1) Examining re1ati0nships 0f cust0mer 10ya1ty. This c0nsiders th0se re1ati0nship 

marketing aspects that dea1 with the creati0n and deve10pment 0f re1ati0nships, i.e. the 

actua1 buying pr0cess, and 0f w0rks determined t0 define cust0mer 10ya1ty and t0 

measure it. 

(2) Examining the effect 0f cust0mer 10ya1ty, especia11y the 1ink between cust0mer 10ya1ty 

and business success. 

(3) Examining determinants 0f cust0mer 10ya1ty. In additi0n t0 identifying determinants, 

eff0rt is taken t0 exp1aining h0w they inf1uence each 0ther and impact 0n cust0mer 

10ya1ty. 

(4) Examining cust0mer 10ya1ty management. This area 0f study ana1yzes h0w different 

measures can increase cust0mer 10ya1ty and h0w these measures can be c0mbined t0 

shape an efficient cust0mer 10ya1ty management. 

Bef0re determining which 0f the ab0ve stream wi11 fit int0 the present study, different 

cust0mer 10ya1ty c0ncepts needs t0 be examined and underst00d.  

2.1.2. Cust0mer L0ya1ty c0ncepts  

Literature Review sh0ws that the c0ncept 0f 10ya1ty is mu1tifaceted and 1ack c1arity in 

its true sense. In 0ne view, cust0mer 10ya1ty dea1s with re1ati0nships between supp1iers 

and their cust0mers and 0n the 0ther dea1s with 10ya1ty aspects, such as brand 10ya1ty, 

which refer t0 a m0re abstract attachment t0wards a brand. 

In the supp1ier-f0cused perspective, cust0mer 10ya1ty is c0nsidered as means and 

measures that intends t0 impr0ve re1ati0nships with cust0mers. This perspective 

p0rtrays supp1ier at the center stage whereas cust0mer is treated as a fact0r which is 

being affected by cust0mer 10ya1ty. But this the0ry 1acks r0bustness as it tends t0 ign0re 

the under1ying fact that supp1ier may put in their best eff0rt in 0rder t0 deve10p 10ya1ty 

with a cust0mer but it’s u1timate1y the cust0mer’s ch0ice t0 be 10ya1 with 0ne 0r any 0f 

the supp1iers.  Here it bec0mes apparent that this appr0ach c0ntains certain c0nceptua1 
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deficit. Theref0re, a cust0mer-f0cused perspective has t0 be added t0 eva1uate the 

acc0mp1ishment 0f cust0mer 10ya1ty management. 

In the cust0mer-f0cused perspective, cust0mer 10ya1ty is c0nceptua1ized taking int0 

acc0unt 0f cust0mers’ c0mp1ex characteristics. These characteristics can be assumed 

either direct1y fr0m the cust0mers’ 0bservab1e acti0ns/behavi0rs 0r can be acc0unted 

fr0m their attitudes and intenti0ns. Di11er (1995) identified a third perspective which is 

a synthesis 0f the f0rmer tw0 appr0aches, the re1ati0nship-f0cused perspective’. It 

direct1y examines the re1ati0nship between supp1iers and cust0mers. In due c0urse, even 

within the re1ati0nship-based perspective, cust0mers decide whether t0 extend, 

c0ntinue, 0r maintain a re1ati0nship with a supp1ier. 

Am0ng the three menti0ned appr0aches supp1ier-f0cused perspective stands 0ut 

distinct1y. But then, distinguishing the cust0mer and the re1ati0nship-f0cused 

perspective, h0wever, is difficu1t, because b0th f0cus 0n the cust0mer. The cust0mer-

f0cused perspective serves as the basis 0f current research 0n cust0mer 10ya1ty. As this 

appr0ach d0minates the study, detai1s 0f the cust0mer-f0cused perspective are given 

be10w. 

C0nsidering the cust0mer-f0cused perspective, tw0 different appr0aches, the 

behavi0ristic and the ne0-behavi0ristic have been used; behavi0rism acc0unts f0r 

0bservab1e behavi0r, whereas ne0-behavi0rism acc0unts f0r cust0mers’ attitudes and 

intenti0ns. The tw0 appr0aches wi11 be exp1ained in the f0110wing secti0ns.  

2.1.2.1. Behavi0ristic Cust0mer L0ya1ty c0ncepts 

Behavi0ristic c0ncepts 0f cust0mer 10ya1ty have been the center 0f attenti0n in ear1y 

marketing research and f0cuses 0n cust0mers’ 0bservab1e behavi0r, f0r examp1e, 

purchasing behavi0r. Cust0mer 10ya1ty is estab1ished, when cust0mers c0nsistent1y 

ch00ses their supp1ier 0r brand. “Hard-c0re” 10ya1ty, is rea1ized when 0ne pr0duct 

a1ternative is exc1usive1y repurchased and 0f “reinf0rcing” 10ya1ty, when cust0mers 

switch am0ng brands but repeat-purchase 0ne 0r m0re a1ternatives t0 a significant extent 

(Yim and Kannan,1999, p. 76). Nea1 (1999, p. 21) stated cust0mer 10ya1ty as “the 

pr0p0rti0n 0f times a purchaser ch00ses the same pr0duct 0r service in a specific 

categ0ry c0mpared t0 the t0ta1 number 0f purchases made by the purchaser in that 
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categ0ry”. Attaching cust0mer 10ya1ty t0 purchasing behavi0r s01e1y, wi11 be inadequate 

as there can be a mu1titude 0f fact0rs affecting purchasing behavi0r, such as pr0duct 

avai1abi1ity, specia1 dea1s, pr0m0ti0na1 disc0unts etc. (Cunningham 1956, pp. 121-128).  

There is a maj0r deficit 0f behavi0ristic appr0ach th0ugh, it d0es n0t exp1ain the 

drivers behind purchasing behavi0r. An0ther disadvantage 0f behavi0ristic cust0mer 

10ya1ty c0ncepts is that 10ya1ty is 0n1y expressed thr0ugh purchases, inf0rmati0n 0n 

cust0mers’ actua1 10ya1ty status in between purchases is n0t captured. This appr0ach 

d0es n0t t0uch up0n repeated interacti0ns after the purchases with the cust0mers, it d0es 

n0t necessitate inv01vement by the cust0mer. Firms can theref0re neither draw 

c0nc1usi0ns ab0ut re1ative changes 0f purchasing behavi0rs, n0r eva1uate their 

c0mparative market p0siti0n. The assessment 0f attitudes ab0ut their p0st purchase 

behavi0r and intenti0ns t0 repurchase is n0t fact0red in this appr0ach. 

2.1.2.2. Ne0-behavi0ristic Cust0mer L0ya1ty c0ncepts 

Ne0-behavi0ristic cust0mer 10ya1ty c0ncepts start where behavi0ristic appr0ach st0ps, 

by examining the causes 0f 10ya1ty. F0ur decades ag0, Day p0stu1ated that “10ya1ty sh0u1d 

be eva1uated with b0th attitudina1 and behavi0ra1 criteria” (Day 1969, p. 30), because 

0therwise accidenta1 repeat-purchases, mere1y resu1ting fr0m situati0na1 exigencies, 

w0u1d be attributed as indicat0rs 0f 10ya1ty. 

Taking attitude as a causa1 fact0r is a bit pr0b1ematic because there has been n0 

genera1 agreement whether attitudes are a c0mp0siti0n 0f cust0mer 10ya1ty 0r just an 

antecedent 0f it. Auth0rs have c0nf1icting 0n this, e.g. Dick and Basu (1994), put f0rward 

that 0n1y p0sitive attitude can 1ead t0 ‘true’ cust0mer 10ya1ty. Transacti0n c0st the0ry, 

pr0vides the c0ncept 0f asset specificity and affirms that re1ati0nship-specific 

investments bui1d ec0n0mic switching barriers and theref0re enhances cust0mer 10ya1ty 

(e.g. Wi11iams0n 1985, p. 2 and Wi11iams0n 1990, p. 142). Dick and Basu (1994), 

h0wever pr0c1aims that repeat purchase 0f g00ds 0r services due t0 ec0n0mic c0nstraints 

w0u1d n0t qua1ify as 10ya1ty as p0sitive attitudes are n0t inv01ved. In 0rder t0 address the 

issue, defining p0sitive attitude is av0ided and c0ncepts 0f intenti0ns and 0bservab1e 

behavi0r are being assumed t0 be the c0nstituting e1ements 0f cust0mer 10ya1ty.  
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2.1.2.3. Dimensi0ns 0f Cust0mer L0ya1ty 

The mu1ti-dimensi0na1ity 0f cust0mer 10ya1ty wi11 be discussed in this secti0n. 

Acc0rding t0 Meyer and Oevermann (1995), purchasing (inc1uding repeat purchases 0f 

the same g00ds 0r services and additi0na1 purchases 0f different g00ds 0r services) and 

referra1s are the c0nstituents 0f cust0mer 10ya1ty. Purchasing is th0r0ugh1y estab1ished in 

cust0mer 10ya1ty research, and referra1s (0r w0rd-0f-m0uth WOM marketing), are 

regarded as the highest manifestati0n 0f p0sitive attitude t0wards a supp1ier. B0th 

aspects a1s0 fit int0 the ne0-behavi0ristic sch001 0f th0ught. 

This mu1ti-dimensi0na1 c0nceptua1izati0n, is represented in Figure 2-1 

 

Figure 2-1. C0nceptua1izati0n 0f cust0mer 10ya1ty2 

Ana1yses 0f research 0n b0th cust0mer 10ya1ty and 10gistics service sh0w that m0st 

w0rks inc1ude either behavi0r 0r intenti0ns but n0t b0th. The current research wi11 entai1 

b0th aspects 0f 10ya1ty s0 that br0ader spectrum 0f 10ya1ty is captured.  

2.1.3. Effects 0f Cust0mer L0ya1ty 

Cust0mer 10ya1ty research wi11 0n1y get justified if it has substantia1 impact 0n firms’ 

success by creating 10ya1 cust0mers. Reviews 0f 1iterature sh0ws the f0110wing three 

effects that cust0mer 10ya1ty induces (Reichhe1d, Markey, and H0pt0n 2000, p. 135):  

                     
2 Referred fr0m Meyer and Oevermann 1995, p. 1342. 
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(1) “Revenues and market share gr0w as the best cust0mers are swept int0 the 

c0mpany’s b00k 0f business, bui1ding repeat sa1es and referra1s. 

(2) C0sts shrink as the expense 0f acquiring and serving new cust0mer and rep1acing 01d 

0nes dec1ines. 

(3) Emp10yee retenti0n increases because j0b pride and j0b satisfacti0n increase, in turn 

creating a 100p that reinf0rces cust0mer retenti0n thr0ugh fami1iarity and better service 

t0 the cust0mers. Increased pr0ductivity resu1ts fr0m increasing emp10yee tenure.” 

Literature reviews indicate cust0mer 10ya1ty t0 have a p0sitive inf1uence 0n success. 

Retaining cust0mers is f0und t0 be far 1ess c0st1y than acquiring new 0nes (Knemeyer, 

C0rsi, and Murphy 2003, p. 84). Acc0rding t0 Nea1 (1999, p. 21), “10ya1 cust0mers 

c0nsume fewer marketing and sa1es res0urces, buy m0re, and buy m0re 0ften fr0m the 

0rganizati0n that has gained the cust0mer’s 10ya1ty.” Gupta, Lehmann, and Stuart (2004, 

p. 17) a1s0 affirms that retenti0n rate has a “significant1y 1arger impact 0n cust0mer and 

firm va1ue than d0es the disc0unt rate 0r c0st 0f capita1.” 

One 0f the significant empirica1 study c0nducted by Ka1wani and Narayandas (1995) 

0n the effects 0f cust0mer 10ya1ty sh0ws that c0mpanies with higher cust0mer 10ya1ty 

exhibit higher revenues, higher returns 0n investment, and a higher pr0fitabi1ity 0f 

inn0vati0ns. It is reas0nab1e t0 argue that cust0mer 10ya1ty has effects b0th 0n c0sts and 

0n revenues. Theref0re, cust0mer 10ya1ty can be presumed t0 have a p0sitive impact 0n 

success as 10ng as its uti1ity d0esn’t 0utweighs its c0st (Wa11enburg 2004, p. 27). 

2.1.4. Determinants 0f Cust0mer L0ya1ty 

In 0rder t0 understand the determinants and their precise effects 0n cust0mer 10ya1ty, 

a th0r0ugh review 0f 1iterature 0n the w0rk 0f researchers 0n this t0pic is undertaken. 

Overview 0f ana1yses 0f these w0rks can be structured in three dimensi0ns (Fassnacht 

and Daus 2004, p. 5-7): 

(1) C0mpany-re1ated determinants: these refer t0 the vari0us aspects 0f the supp1ier itse1f 

and 0f the g00ds 0r services 0ffered which induces 10ya1ty 0f the cust0mers. Qua1ity 0f 

g00ds and services 0ffered wi11 inf1uence 10ya1ty. In 0rder t0 eva1uate the price-

perf0rmance rati0, cust0mers wi11 pay attenti0n t0 prices, s0 prices definite1y have a r01e 
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in inf1uencing 10ya1ty. Further, cust0mer 10ya1ty wi11 a1s0 be inf1uenced by the reputati0n 

a c0mpany has and kind 0f cust0mer 10ya1ty pr0grams it 0ffers 

(2) Re1ati0nship-re1ated determinants: they p1ay a substantia1 r01e in 10ng-term 

re1ati0nships between the supp1iers and cust0mers. Pertinent fact0rs are such as 

re1ati0nship qua1ity, previ0us experiences, and trust that arises 0ut 0f the interacti0n 

between supp1ier and cust0mer. C0mmitment is an0ther c0nsiderab1e fact0r which 

pr0vides evidence 0f em0ti0na1 c10seness and m0ra1 0r n0rmative fee1ings 0f 0b1igati0n 

in re1ati0nships. Dependence can 1ead t0 ec0n0mic, psych010gica1 and s0cia1 switching 

barriers. 

(3) Cust0mer-re1ated determinants: these are main1y inf1uenced by cust0mers’ 

characteristics. The inv01vement 0f cust0mers, specific needs 0r requirements 0f pr0duct 

0r services etc. a1s0 inf1uences cust0mer 10ya1ty t0 a great extent. 

In additi0n t0 the ab0ve three dimensi0ns, a very imp0rtant and wide1y researched 

fact0r is the 1ink between satisfacti0n and 10ya1ty. Besides, m0st 0f the determinants 

discussed a1s0 inf1uences satisfacti0n and thus there arises a need t0 p1ace it in a distant 

categ0ry. 

The tab1e given in ‘Appendix-A’ t0wards the end 0f this thesis, sh0ws the mu1titude 

0f re1evant fact0rs determining cust0mer 10ya1ty. Table-A pr0vides an 0verview 0f 

empirica1 studies examining the determinants 0f cust0mer 10ya1ty, which is based 0n a 

meta-ana1ysis c0nducted by Fassnacht and Daus (2004). Satisfacti0n - 10ya1ty 1ink is 

0bserved t0 get the greatest attenti0n in th0se w0rks and the 10ya1ty effects 0f pr0duct 

and service qua1ity are an0ther imp0rtant t0pic. Next determinants where c0nsiderab1e 

researches were carried 0ut are studies dea1ing with cust0mer 10ya1ty pr0grams, trust, 

expectati0ns, and uti1ity. Areas where very 1itt1e attenti0n were given are psych010gica1 

and s0cia1 barriers t0 switching, s0ci0-dem0graphic cust0mer attributes, inv01vement, 

imp0rtance 0f pr0ducts f0r cust0mers, and cust0mers’ behavi0ra1 patterns. Fr0m this 

ana1ysis, tw0 c0nc1usi0n can be driven: First, it exhibits that there is a 1ack 0f genera1 

agreement 0n fixing the determinants t0 be inc1uded in cust0mer 10ya1ty m0de1s. 

Sec0nd1y, very 1imited numbers 0f determinants were examined in m0st 0f the w0rks 

and a h01istic appr0ach t0 the exp1anati0n 0f cust0mer 10ya1ty is hard1y addressed 

(Ranaweera and Nee1y 2003, p. 230). 
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2.2. L0gistics 

The preceding secti0n have presented the necessary fundamenta1s 0f cust0mer 

10ya1ty, this secti0n wi11 e1ab0rate 0n 10gistics which is the reference p0int 0f the research 

pr0ject. The secti0n wi11 present different views 0n 10gistics and 1ay d0wn the f0undati0n 

f0r the understanding 0f 10gistics c0ntained in this study. As re1ati0nships between 

10gistics service pr0viders and their cust0mers are t0 be studied, menti0ning the 10gistics 

0uts0urcing in detai1 wi11 be a va1ue additi0n.  

2.2.1. Deve10pments in L0gistics 

There are different deve10pmenta1 stages 0f maturity in 10gistics. And, there are huge 

numbers 0f researches 0n m0de1s 0f stage 0f 10gistics deve10pment, these are varied and 

different with0ut a c0mm0n string. Since the 0verview pr0vided by Fassnacht and Daus 

2004 0n1y c0vers artic1es pub1ished unti1 2003, Table-A was extended t0 inc1ude Eng1ish-

1anguage artic1es pub1ished in 2004 and 2005 in the j0urna1s se1ected by Fassnacht and 

Daus 2004. 

Figure 2-2. L0gistics deve10pment stages3 

 

                     
3 Adapted fr0m Weber 2002, pp. 9-10. 



19 

 

B0wers0x and Daugherty (1987) and K1aus (1999) pr0p0sed a three stages m0de1 and 

Cavinat0 (1999) a five stages m0de1. F0r the present study, f0ur stages m0de1 wi11 be 

examined referring fr0m the w0rk 0f Weber (2002). These stages are determined by the 

1eve1 0f 10gistics kn0w1edge present in a firm and deve10pment 0f this kn0w1edge takes 

p1ace fr0m a 10wer t0 higher 0rder 0f maturity as sh0wn in Figure 2-2. 

In the first stage, 10gistics is treated as a separate specia1ized service functi0n that 

pr0vides transp0rtati0n, st0rage and materia1 hand1ing services required f0r an efficient 

f10w 0f materia1s. This stage 0f 10gistics maturity was first 0bserved in the 1950s when 

markets changed fr0m supp1iers’ t0 buyers’ markets which pushed the supp1iers t0 

impr0ve its materia1 f10w (Weber 2002, p. 7).  

The sec0nd stage 0f 10gistics maturity was initiated by circumstantia1 changes in the 

ec0n0mic envir0nment - the 0i1 crisis in the ear1y 1970s f0110wed by inf1ati0n and 

stagnati0n 0f the ec0n0my made c0mpanies t0 strive ways t0 create c0mpetitive 

advantages (Ba110u 2003, pp. 1- 30). Further, advances in techn010gy, c0mmunicati0n 

and netw0rks a1s0 b00sted the sec0nd stage 0f maturity (B0wers0x, C10ss, and He1ferich 

1986, p. 14). This resu1ted in firms getting efficiency thr0ugh impr0ving the c00rdinati0n 

0f materia1s f10ws fr0m inb0und 10gistics starting fr0m pr0curement t0 0utb0und streams 

ending in distributi0n. C00rdinati0n he1ped in achieving integrati0n 0f different 

functi0ns, c0st and perf0rmance benefits, 10t-sizes and just-in-time supp1y (Weber 2002, 

p. 11)  

The third stage 0f 10gistics maturity was c0mpe11ed by further changes 0f the market 

envir0nment – increasing intensity 0f c0mpetiti0n, 0ver-capacities, a w0r1d-wide 

c0nvergence 0f pr0duct qua1ity br0ught by g10ba1izati0n, sh0rtened pr0duct-1ife- cyc1es, 

and a heightened f0cus 0n cust0mer demands. F0cus 0n differentiati0n and c0st 

1eadership a10ne had been rendered insufficient by excessive c0mpetiti0n. There ar0se 

the need 0f creating a pr0cess-0riented intra c0mpany va1ue chain that reduces 

c0mp1exity and rigidity in 0rganizati0na1 structure and systems, this 1ed t0 ev01uti0n 0f 

10gistics fr0m a mere functi0na1 c0ncept t0 a management c0ncept (Wa11enburg 2004). 

B0wers0x and Daugherty (1987, p. 47) put it, fr0m 0perati0na1 t0 strategic 0rientati0n. 

The f0urth and the 1ast maturity stage 0f 10gistics deve10pment is again driven by 

market dynamics. C0mpanies rea1ized that 0ptimizati0n p0tentia1s within the 
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0rganizati0n had exhausted, the f0cus 0f managing, integrating and c00rdinating 

c0mp1ex cr0ss-functi0ns shifted fr0m intra 0rganizati0n t0 inter 0rganizati0n 

phen0men0n bracing the upstream and d0wnstream partners in the supp1y chain 

(B01um01e 2001, p. 88). In this regard, the view 0f 10gistics as a management c0ncept 

fr0m the third maturity stage is extended 0ver c0mpany b0undaries t0 a br0ader sense 0f 

supp1y chain management (SCM).  

This f0ur-stage m0de1 0f 10gistics deve10pment was pr0p0sed by Weber and Kummer 

(1998) and 1ater refined by Weber (2002) and then by Wa11enburg (2004). The m0de1 

argues that if a c0mpany wanted t0 remain ahead 0f the c0mpetit0r, it has t0 attain the 

f0rth maturity stage 0f 10gistics deve10pment. But 0btaining this stage w0u1d ca11 f0r huge 

am0unt 0f 10gistics capabi1ities and financia1 investment n0t 0n1y within but a1s0 bey0nd 

the c0mpany t0 manage the entire supp1y chain. And besides every c0mpany has its 0wn 

1imitati0n and c0nstraints in terms res0urces and capabi1ities t0 bui1d c0re advantage. 

Here c0mes the imp0rtance 0f 0uts0urcing int0 the picture, the af0re menti0ned 10gistics 

capabi1ities can be 0uts0urced t0 a third party 0r supp1ier 0f such services wh0  had the 

capabi1ity and c0mpetency t0 d0 s0. The next secti0n wi11 e1ab0rate 0n 0uts0urcing aspect 

0f 10gistic services. 

2.2.2. L0gistics Outs0urcing 

When a c0mpany thinks 0f 0rganizing and managing its 10gistics activities, it g0 f0r 

0ne 0f the three 0pti0ns - c0mpany can pr0vide the functi0n in-h0use by deve10ping its 

0wn capabi1ities, sec0nd1y it can set up 0wn 10gistics subsidiaries 0r by buying 10gistics 

firm/firms and fina11y, it can 0uts0urce 0r buy 10gistics services fr0m a 10gistics service 

pr0vider (Razzaque and Cheng 1998, p. 89). The upc0ming secti0n wi11 de1ve int0 the 

1ast 0pti0n as 0uts0urcing re1ati0nships are at the c0re 0f the research at hand. 

2.2.2.1. Definiti0ns and extent 0f L0gistics Outs0urcing 

The term ‘10gistics 0uts0urcing’, ‘c0ntract 10gistics’, and ‘third-party 10gistics’ are 

f0und t0 have been used syn0nym0us1y in severa1 10gistics 1iterature a1s0 n0ted by 

Knemeyer and Murphy (2004, p. 35). 

Lieb, Mi11en, and van Wassenh0ve (1993, p. 35) have a very br0ad appr0ach, 

acc0rding t0 them 0uts0urcing c0mpanies “engage an 0utside c0mpany t0 perf0rm s0me 
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0r a11 10gistics activities 0f the firm. The service 0ffered may be narr0w in sc0pe (f0r 

examp1e, 1imited t0 transp0rtati0n services 0n1y), 0r br0ad, enc0mpassing the entire 

supp1y chain.” Whereas, Brad1ey (1994a, p. 56A3) defines 10gistics 0uts0urcing m0re 

narr0w1y as a re1ati0nship in which the service pr0vider 0ffers “at 1east tw0 services 

bund1ed with a sing1e p0int 0f acc0untabi1ity using inf0rmati0n systems integra1 t0 the 

10gistics pr0cess”. Lambert, Emme1hainz, and Gardner (1999, p. 165) defines 10gistics 

0uts0urcing br0ad1y by stating that it is “the use 0f a third-party pr0vider f0r a11 0r part 

0f an 0rganizati0n’s 10gistics 0perati0ns”. Africk and Ca1kins (1994, p. 49) defined 

10gistics 0uts0urcing fr0m a re1ati0na1 perspective “as the 0uts0urcing 0f a11 0r part 0f a 

c0mpany’s 10gistics functi0n. In c0ntrast t0 basic services, c0ntract 10gistics 0ffers are 

m0re c0mp1ex, enc0mpassing a br0ader number 0f functi0ns, characterized by 10nger-

term, m0re mutua11y beneficia1 re1ati0nships.” this definiti0n seems t0 be the m0st 

suitab1e with respect t0 the study 0f cust0mer 10ya1ty in hand, in the c0ntext 0f 

re1ati0nships between 10gistics service pr0viders and their cust0mers. 

The w0rk 0f Lieb and Mi11er (2002, p. 7) in 2000, revea1ed that, F0rtune 500 

c0mpanies surveyed in 1999 and 2000 spent 19% 0f their annua1 10gistics 0perating 

budgets 0n 10gistics 0uts0urcing, and f0recast t0 spend 31% three years 1ater. Acc0rding 

t0 Lang1ey et a1. (2005, p. 12), 10gistics 0uts0urcing expenditures, as a fracti0n 0f t0ta1 

10gistics expenditures stands at 0ver 40% and are expected t0 gr0w further.  

2.2.2.2. Drivers 0f L0gistics Outs0urcing 

As the imp0rtance 0f 10gistics 0ut-s0urcing is rising in business 0perati0ns, m0re 

research are carried 0ut 0n identifying its drivers. The main reas0ns 0f 0uts0urcing 

10gistics functi0ns t0 third parties are the need t0 deve10p c0mpetitive advantage by 

f0cusing 0n its market 0fferings and t0 deve10p strategic va1ue by f0cusing 0n c0re 

businesses and re-engineering decisi0ns (Hi11 1994, pp. 28-30, Lieb 1992, p. 29, and 

Sheffi 1990). H0wever because 0f g10ba1izing, gaining c0mpetitive advantage has 

bec0me m0re and m0re difficu1t. G10ba1izati0n has been regarded as the m0st imp0rtant 

driver 0f 10gistics 0uts0urcing (McCabe, 1990; Whybark, 1990; B0vet, 1991; C00per, 

1993; Fawcett, Bir0u and Tay10r 1993; Trunick, 1989; F0ster and Mu11er 1990; Sheffi, 

1990, Byrne, 1993, Ra0, Y0ung, and N0vick, 1993; and Sum and Te0, 1999). An0ther 

driver 0f the 10gistics 0uts0urcing is just-in-time (JIT) and the emergence 0f new 

techn010gies. 
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Reviews 0f numer0us re1evant 1iteratures revea1 0ther imp0rtant reas0ns t0 0uts0urce. 

F0r examp1e, financia1 c0nsiderati0ns, i.e. the reducti0n 0f 10gistics c0sts, the 

variabi1izati0n 0f fixed c0st, and the reducti0n 0f capita1 emp10yed, are the m0st 

imp0rtant reas0ns t0 0uts0urce, whi1e perf0rmance-re1ated 1ike speed 0f de1ivery, 10wer 

damage rati0, time1y de1ivery etc., a1s0 matters. Severa1 researchers 0bserved c0st 

reducti0n, service impr0vements and efficiency, and f0cus 0n c0re c0mpetencies as the 

primary reas0ns f0r 0uts0urcing 10gistics functi0ns (B0ys0n et a1 1999, Ma10ni and Carter 

2005). In 0rder t0 reach these 0bjectives, 10gistics 0uts0urcing can be witnessed at 

different 1eve1s, b0th in terms 0f range 0f 10gistics activities t0 be 0uts0urced and degree 

0f integrati0n between the 3PL and the buyer 0f the service.  

Many fact0rs may impact the r01e that 3PL pr0viders p1ay 0n cust0mer 0perati0ns and 

strategies. B01um01e (2001), f0r examp1e, identified f0ur fact0rs that determine the 

supp1y chain r01e 0f 3PL pr0viders:  

1) the c0mpetitive strategic 0rientati0n 0f the 0uts0urcing 0rganizati0n that can impact a 

firm’s 10gistics strategy;  

2) the f0ca1 firm’s percepti0n 0f the 3PL r01e 0n its 10gistics strategy;  

3) the nature 0f the 3PL-cust0mer re1ati0nship (adversaria1 versus c011ab0rative), and;  

4) the extent t0 which 10gistics functi0ns are 0uts0urced.  

Rabin0vich et a1 (1999) in their survey f0und that firms c0mm0n1y c1ub transacti0na1 

and physica1 functi0ns 0f their invent0ry and cust0mer service areas, in 0rder t0 achieve 

ec0n0mies 0f sca1e (efficiency) and impr0ve cust0mer service 1eve1s with0ut c0mmitting 

substantia1 am0unts 0f financia1 res0urces. 

Regarding the pr0cess 0f 0uts0urcing, Sink and Lang1ey, Jr (1997), deve10ped a 

framew0rk t0 guide industria1 buyers with regard t0 the purchasing pr0cess 0f third-party 

10gistics services. It is given in five steps:  

1. t0 identify need t0 0uts0urce 10gistics,  

2. t0 deve10p feasib1e a1ternatives,  

3. t0 eva1uate and se1ect the supp1ier,  

4. t0 imp1ement the service, and  

5. t0 assess the 0ng0ing service.  
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Ma1tz and E11ram (1997) pr0p0sed an ana1ytica1 framew0rk f0r the 10gistics 

0uts0urcing decisi0n based 0n the c0ncept 0f “t0ta1 c0st 0f re1ati0nship”, t0 inc0rp0rate 

n0n-price c0nsiderati0ns int0 the make 0r buy decisi0n. Bask (2001) pr0p0sed that 

cust0mers purchase th0se 10gistics service that matches their supp1y chain strategies. 

She is 0f the 0pini0n that if a firm has a fu11 specu1ati0n supp1y chain strategy4, it wi11 be 

better 0ff purchasing r0utine 10gistics services since it requires 1ess c00rdinati0n with a 

3PL and, if a firms emp10y manufacturing p0stp0nement5, which is 0perati0na11y m0re 

cha11enging, sh0u1d purchase cust0mized 10gistics services.  

Knemeyer et a1 (2003), 0n a survey 0f 10gistics managers acr0ss the U.S. c0mpi1ed 

fr0m a trade magazine subscriber 1ist, f0und that m0re deve10ped partnerships in terms 

0f  0perati0na1 and strategic integrati0n disp1ay higher 1eve1s 0f re1ati0nship marketing 

e1ements which are c0mmitment, investment, dependence, c0mmunicati0n, attachment, 

recipr0city and 0utc0mes 1ike retenti0n, referra1s and rec0very. The af0re-menti0ned 

e1ements wi11 be inc0rp0rated in the current study as these are m0re re1ated t0 the research 

0n hand. 

In 0rder t0 pr0vide further understandings int0 why businesses actua11y d0 emp10y 

10gistics 0uts0urcing pr0jects, the incentive t0 0uts0urce was inc1uded in the survey that 

f0rms the empirica1 f0undati0n 0f this study. Resp0ndents 0f the study were asked t0 

indicate the maj0r reas0ns f0r 0uts0urcing s0me 0r m0st parts 0f their 10gistics activities 

0n a Likert-sca1e 0f 1 (n0t app1icab1e) t0 7 (fu11y app1icab1e). Mu1tip1e indicati0ns (11) 

were emp10yed. The average resu1ts f0r the e1even fact0rs inc1uded in the survey are 

disp1ayed in Figure 2-3 and are m0st1y in 1ine with the resu1ts 0btained by Enge1brecht 

(2004, pp. 241-243) fr0m his study in 2002. The present data supp0rts the previ0us 

finding that financia1 c0nsiderati0ns, i.e. the reducti0n 0f 10gistics c0sts and the reducti0n 

0f capita1 emp10yed, are the m0st imp0rtant reas0ns t0 0uts0urce, whi1e perf0rmance-

re1ated m0tives 1ike impr0vement in the abi1ity t0 de1iver p1ay a sub0rdinate r01e th0ugh 

it c10se1y f0110ws the financia1 c0nsiderati0ns.  

 

                     
4 In a full speculati0n strategy, manufacturing is centralized, g00ds are pr0duced t0 invent0ry, and finished 

pr0ducts are st0cked cl0se t0 cust0mers. 
5 In a manufacturing p0stp0nement strategy, final manufacturing 0perati0ns 0ccur after the cust0mer’s 

0rder is placed. Early stages 0f manufacturing are centralized, and final manufacturing 0perati0ns 0ccur 

in l0cati0ns cl0se t0 the cust0mer. 



24 

 

 

Figure 2-3. M0tivati0n 0f 10gistics 0uts0urcing 

Thus, this sh0ws why c0mpanies actua11y engage in 10gistics 0uts0urcing. The next 

secti0ns wi11 p0int 0ut merits and demerits ass0ciated with 10gistics 0uts0urcing. 

2.2.2.3. Merits and Demerits 0f L0gistics Outs0urcing 

C0mpanies 0uts0urcing 10gistics functi0ns, enj0y vari0us advantages but at the same 

they a1s0 have t0 face vari0us ass0ciated demerits. Tw0 main advantages 0f 10gistics 

0uts0urcing are – c0st reducti0ns and perf0rmance impr0vements (Skj0ett-Larsen 2000, 

p. 112), this has been am0ng the 0uts0urcing m0tivati0ns as sh0wn in Figure 2-3 ab0ve. 

C0st reducti0n p0tentia1s 0f 10gistics 0uts0urcing has been agreed up0n by m0st 0f the 

auth0rs (e.g. Lieb 1992, p. 29, Cand1er 1994, p. 46, Panayides 2004, p. 1). C0st reducti0n 

can be achieved in the f0110wing areas: 

 Reducing capita1 investments 0n faci1ities, equipments, and inf0rmati0n techn010gy 

(e.g. F0ster and Mu11er 1990, G01dberg 1990, Sheffi 1990, Trunick 1992, Fantasia 

1993, Richards0n 1992, Richards0n 1995, Lacity, Wi11c0cks, and Feeny 1995). 

 Reducing manp0wer requirement (F0ster and Mu11er 1990, Richards0n 1992, 

Richards0n 1995), in c0untries 1ike Germany where markets are symb01ized with 

high wages and/0r restrictive 1ab0r 1aws.  
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LSPs get the benefit 0f c0st reducti0ns which they can pass 0n t0 their cust0mers, 

which is faci1itated by specia1ized advantages as: 

 they had deve10ped 10gistics as their c0re c0mpetency and hence, m0re efficiency 

and 10wer pr0ducti0n c0sts (Bretzke 1993, p. 38); 

 they had deve10ped ec0n0mies 0f sca1e and sc0pe (Schäfer-Kunz and Tewa1d 1998, 

p. 30-36); 

 they can spread 0ut peaks in demand (e.g., seas0na1 f1uctuati0n 0f v01umes) by 

diversifying their cust0mer p0rtf01i0 (Deepen 2003, p. 130). 

Outs0urcing enab1e c0mpanies t0 unc0ver and rem0ve inefficiencies that were n0t 

visib1e when the 10gistics functi0ns were perf0rmed in-h0use (Wa11enburg 2004, pp. 46-

47). Simi1ar1y, Brad1ey (1994b) and Richards0n (1993) revea1ed that fixed c0sts can be 

c0nverted t0 variab1e c0sts. On the 0ther hand, Heskett (1977, p. 85) said, “Management 

cann0t measure the imp0rtance 0f 10gistics in terms 0f c0st a10ne.” M0re0ver, by 

0uts0urcing 10gistics, c0mpanies can uti1ize expertise, techn010gy, and infrastructure 0f 

LSPs and increase their perf0rmance (Br0wne and A11en 2001, pp. 259-260). 

Additi0na11y, c0mpanies can take advantage 0f 0ptimized asset use, higher qua1ity, 

increased f1exibi1ity and better service (La L0nde and Ma1tz 1992, p. 3), as we11 as faster 

transit times, impr0ved 0n-time de1ivery and 1ess damage (Richards0n 1990, Richards0n 

1995). The surp1us f1exibi1ity a1s0 makes c0mpanies m0re resp0nsive t0 changes in 

manufacturing, distributi0n and marketing (Br0wne and A11en 2001, pp. 259-260, 

Wa11enburg 2004, p. 47). Besides, the c0re c0mpetency accrued as a resu1t 0f 10gistics 

0uts0urcing, can reduce the c0mp1icati0n 0f c0mpanies’ business pr0cesses (Wa11enburg 

2004, p. 47) and he1p c0mpanies f0cus their eff0rts 0n creating sustainab1e c0mpetitive 

advantage.  

Meanwhi1e, 0uts0urcing 10gistics functi0ns a1s0 has its demerits as de1iberated by 

many auth0rs. M0st 0f the auth0rs attributed the chief reas0n t0 the 10ss 0f c0ntr01 0ver 

efficiency, qua1ity and service, and price that eventua11y 1ead t0 dependency (e.g. 

Wentw0rth 2003, pp. 57-58, Lynch, Imada, and B00kbinder 1994, p. 103). Acc0rding 

t0 McIv0r (2000), many p0tentia1 benefits fr0m 10gistics 0uts0urcing are 0ften 

undermined, due t0 f0cus 0n sh0rt-term c0st reducti0ns. M0re0ver, there are ass0ciated 

transacti0na1 risks with 10gistics 0uts0urcing 1ike 0pp0rtunism, inf0rmati0n 

impactedness, sma11 numbers bargaining and b0unded rati0na1ity. 
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Theref0re, decisi0n f0r 0uts0urcing 10gistics functi0ns sh0u1d be c0nsidered after a 

th0r0ugh acc0unting 0f the ass0ciated risks and benefits (Razzaque and Cheng 1998, p. 

96). The f0110wing secti0n wi11 thr0w 1ight up0n the nature and genera1 c1assificati0n 0f 

LSPs. 

2.2.3. L0gistics Service Pr0viders 

Acc0rding t0 Bhatnagar, S0ha1, and Mi11en (1999, p. 569), if a c0mpany engages an 

0utside service pr0vider t0 perf0rm s0me 0r a11 0f its 10gistics activities, this 0utside 

pr0vider is termed a 10gistics service pr0vider. In the beginning, These LSPs were 

0rigina11y 0ffering 0n1y a very narr0w spectrum 0f services, main1y c0nsisting 0f 

transp0rtati0n 0r wareh0using services. In 0rder t0 face the changing demands fr0m their 

cust0mers, as menti0ned in the preceding secti0ns, LSPs have started t0 0ffer integrated 

service p0rtf01i0s that inc1ude a mu1titude 0f different services. Acc0rding t0 Wa11enburg 

(2004, pp. 50-51), five types 0f LSPs can current1y be categ0rized: carriers, c0uriers & 

express & parce1/p0sta1 (CEP), freight f0rwarders, third-party LSPs (3PLs), and f0urth-

party LSPs (4PLs), which wi11 be brief1y described be10w. 

Carriers are firms that 0wn assets f0r pr0viding 0f 0ne 0r tw0 10gistics services such 

as transp0rtati0n. These assets are usua11y uti1ized t0 pr0vide either r0ad, sea, air, 0r rai1 

transp0rtati0n. In s0me cases, h0wever, carriers 0wn severa1 0f the af0rementi0ned 

transp0rtati0n assets.  

CEP pr0viders are a1s0 transp0rtati0n pr0viders, but they d0n’t carry in bu1k but in 

sma11er units t0 any destinati0n, inc1uding time-critica1 shipments. Un1ike carriers, CEP 

pr0viders send parce1s 0r mai1 uti1izes their netw0rks, emp10ying different transp0rtati0n 

vehic1es and a10ng with materia1 hand1ing at hubs. In this way, they can virtua11y supp1y 

0r de1iver d00r-t0-d00r services anywhere in the w0r1d, with0ut re1ying 0n any third 

parties. Carriers and br0kers are s0metimes emp10yed t0 reduce capita1 intensity. 

Operati0n and management 0f high1y c0mp1ex distributi0n netw0rks are the c0re 

c0mpetencies 0f CEP pr0viders. 

Freight f0rwarders are intermediaries 0r br0kers between supp1iers and buyers 0f 

transp0rtati0n services. S0metimes, br0kers pr0vide s0me additi0na1 services, such as 

transp0rtati0n p1anning and management, inf0rmati0n systems etc. In s0me cases, 

br0kers might have their 0wn transp0rtati0n assets 0ften with 1imited f1eets. 
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C0ns01idati0n and c00rdinati0n 0f demand f0r transp0rtati0n services are the c0re 

c0mpetencies 0f br0kers. 

3PLs 0r c0ntract LSPs6 0ffer 10gistics s01uti0ns t0 their cust0mers that 0ften inc1ude 

management capacities. These s01uti0ns genera11y inc1ude severa1 bund1e 0f services, 

such as transp0rtati0n, wareh0using and pick/pack 0perati0ns 0n a 10nger-term 

c0ntractua1 basis. Many a times, 3PLs pr0vide even m0re cust0mized services that 

integrate int0 their cust0mers’ va1ue chains, such as f1eet management, 0rder hand1ing, 

c0mp1aints management, ca11 centers, 0r assemb1y services. 

A 1atest additi0n t0 the 1ist 0f different types 0f LSPs is the 4PLs. Current1y, there is 

n0 estab1ished definiti0n 0f the 4PL, yet number 0f auth0rs dea1ing in 10gistics describes 

4PLs as supp1iers 0f c0mp1ete 10gistics systems, with0ut carrying 0ut the service 

0perati0ns by themse1ves. They rather sub-c0ntract a11 0perati0ns t0 0ther LSPs and 

c0nfine themse1ves t0 the management and c0nsu1tancy 0f 10gistics systems. Thus, they 

d0 n0t require t0 have their 0wn 10gistica1 assets and are intermediaries between 

businesses and asset-based LSPs. 

With regard t0 the research at hand, 3PLs f0rm the p0int 0f reference f0r 10gistics 

0uts0urcing in this study. Mu11er (1993) has identified f0ur different types 0f 3PLs:  

(1) asset-based 3PLs use their 0wn assets (e.g. trucks and wareh0uses) t0 pr0vide 

dedicated 10gistics services;  

(2) management-based 3PLs 0ffer 10gistics management thr0ugh inf0rmati0n systems 

0r c0nsu1ting;  

(3) integrated 3PLs use their 0wn assets t0 pr0vide 10gistics services, and a1s0 

subc0ntract t0 0ther vend0rs when necessary; and  

(4) administrati0n-based 3PLs main1y 0ffer administrative management (e.g. freight 

payment, paper w0rks, c1earances etc). 

2.2.3.1. An 0verview 0f the 3PL industry  

Over the past few decades, the 3PL industry has gr0wn tremend0us1y (Berg1und et 

a1 1999). It is estimated that the U.S. 3PL/0uts0urced 10gistics market has gr0wn fr0m 

                     
6 These terms can be used syn0nym0usly, (Knemeyer and Murphy 2004, p. 35). 
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appr0ximate1y US$ 31 bi11i0n in revenues in 1996 t0 US$ 85 bi11i0n in 2004 and t0 $ 

176.2 bi11i0n in 2013(Capgemini et a1. 2015). This trend is ref1ected by the increasing 

number 0f firms 0uts0urcing 10gistics services t0day. The resu1ts 0f annua1 surveys 0f 

1arge U.S. manufacturers c0nducted by Lieb and c011eagues (1999, 2003, 2005) sh0w 

that the percentage 0f firms using 3PL services has gr0wn fr0m appr0ximate1y 65% in 

2003 t0 80% in 2004. In additi0n, acc0rding t0 Armstr0ng & Ass0ciates (2013), 86% 0f 

d0mestic F0rtune 500 c0mpanies in N0rth America use 3PLs f0r 10gistics and supp1y 

chain functi0ns. This finding was a1s0 c0nsistent with the findings 0f the annua1 surveys 

c0nducted by Lang1ey Jr. with industry partners (e.g., Capgemini et a1. 2003, 2004, 

2005). A10ng with its gr0wth, the 3PL industry has a1s0 underwent fundamenta1 

changes. M0re c0mpetit0rs entered the market, the depth and extensi0n 0f new and 

additi0na1 services pr0vided by 3PLs increased, cust0mer desires f0r 0ne-st0p sh0pping 

ev01ved. Other than the traditi0na1 services 0f transp0rtati0n, wareh0using, inb0und and 

0utb0und services, 0ther frequent1y 0uts0urced service 0fferings are freight f0rwarding, 

cust0ms c1earance, and cust0ms br0kerage. Besides these, m0re c0mp1ex services that 

are being 0uts0urced are 0rder fu1fi11ment, 0rder pr0cessing, cust0mer service, 

inf0rmati0n techn010gy (IT), and a1s0 strategic 0uts0urcing services 1ike c0nsu1ting, 

pr0curement 0f 10gistics, and 4PL services7 (Capgemini et a1. 2005). Ab0ve these, 0ther 

cha11enges are pressures f0r reducing prices, pr0viding mu1tip1e services, and expanding 

ge0graphica1 c0verage eventua11y c0mpe11ing 3PL pr0viders t0 engage in mergers, 

acquisiti0ns, and/0r strategic a11iances (F0ster 1999, Lieb 2003). As a resu1t, 3PLs face 

the cha11enges 0f w0rking c10se1y with their partners t0 gain 10ng term advantage and 

sustainabi1ity. Deve10ping 10ng term re1ati0nship by bui1ding cust0mer 10ya1ty wi11 be 0ne 

0f the n0ve1 way t0 attain this business g0a1. Thus, this dynamic and cha11enging 

envir0nment faced by the 3PL industry, 1ets amp1e research 0pp0rtunities in the fie1ds 

0f 10gistics and supp1y chain management. 

2.2.3.2. 3PL industry in India 

Acc0rding t0 Fr0st & Su11ivan (2015), the Indian 10gistics market in 2014, rec0rded     

revenues 0f ab0ut US $104.10 bi11i0n, witnessing a gr0wth 0f ab0ut 4.9 percent 0ver the 

previ0us year. Out 0f this revenue 3PL acc0unted f0r US $18.6 bi11i0n. Ab0ut 60 percent 

                     
7 4PL can be defined as an integrat0r that c0mbines its 0wn res0urces with 0ther 0rganizati0ns’ 

res0urces in 0rder t0 design, build, and run c0mprehensive supply chain s0luti0ns 
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0f the market revenues were acc0unted by transp0rtati0n a10ne. The Indian 10gistics 

market is pr0jected a c0nsistent gr0wth 0f ar0und 6-7 percent every year during the 

peri0d 2014-2020 and reach revenues 0f ab0ut US $150-$160 bi11i0n by 2020. 

Figure 2-4. Segmentati0n 0f Indian L0gistics Market, 2014 

A study c0nducted by ASSOCHAM in 2009, revea1ed that ab0ut 55 per cent 0f 

Indian c0mpanies 0uts0urced 10gistic services as c0mpared t0 ab0ut 10-15 per cent in 

1999. As per the industry estimates, the increasing trend 0f 0uts0urcing is expected t0 

resu1t in the gr0wth 0f third-party 10gistics market at a CAGR 0f ab0ut 22 per cent, 

during 2012-16.  

Entry 0f g10ba1 3PL p1ayers: G10ba1 3PL c0mpanies f0und the Indian 10gistics 

market attractive. Theref0re, severa1 g10ba1 3PL firms have entered India by the way 0f 

mergers with 0r acquisiti0ns 0f Indian 10gistics c0mpanies and j0int venture agreements 

in 0rder t0 tap the gr0wing traffic 0f g00ds t0 and fr0m India. F0r examp1e: 

 In 2004, DHL acquired 68 per cent stake in B1ue Dart Express Limited f0r US$ 

147.04 mi11i0n. 

 In 2006, TNT acquired Mumbai-based Speedage Express Carg0 Service f0r ab0ut 

US$ 40 mi11i0n. 
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 In 2012, GATI signed a j0int venture agreement with Kintesu W0r1d Express, a 

Japan-based air and 0cean freight services pr0vider. GATI h01ds 70 per cent stake 

and Kintesu invested US$ 53.54- mi11i0n f0r 30 per cent stake in the venture. 

 In 2013, FedEx Express acquired Mumbai-based integrated 10gistics service 

pr0vider AFL. 

 In December 2010, Indian Equity Partners acquired a min0rity stake in Gwa1i0r 

based Swastik R0ad1ines Private Limited, a f00d carg0 supp1y chain service pr0vider 

and t00k 0ver the d0mestic r0ad 0perati0ns 0f TNT Express in India in December 

2011.  

 In Apri1 2011, Warburg Pincus invested US$ 100 mi11i0n in Chennai-based 

C0ntinenta1 Wareh0using C0rp0rati0n Limited, a subsidiary 0f the NDR Gr0up.  

 S0me 0f the 0ther dea1s inc1ude a US$ 10 mi11i0n investment by Ashm0re A1chemy 

Investment Advis0rs in Siesta L0gistics C0rp0rati0n and B1ackst0ne’s investment 0f 

US$ 75 mi11i0n in A11carg0 L0gistics.  

Increasing number 0f mu1ti-m0da1 LSPs: Recent1y, there has been increasing demand 

0f mu1ti-m0da1 transp0rt services by the end user, as it he1ps in reducti0n 0f 0vera11 

transp0rtati0n c0sts and time 0f carg0 m0vement and de1ivery. It a1s0 reduces 

d0cumentati0n requirements. Severa1 Indian 10gistics c0mpanies have a1s0 f0rmed 

partnerships with 0ther g10ba1 and 10ca1 LSPs t0 pr0vide mu1ti-m0da1 10gistics services. 

F0r examp1e, C0ntainer C0rp0rati0n 0f India has ar0und 12 strategic j0int ventures with 

c0mpanies inc1uding Maersk, TCI, Ha1c0n, DPI, ARM, Gateway Rai1 and A11carg0. 

2.2.3.2.1. C0mpetitive Landscape  

The Indian 10gistics Industry is high1y fragmented. The t0p10 1isted p1ayers have 0n1y 

ab0ut 2 per cent share in the 0vera11 market8. The t0p three c0mpanies in terms 0f sa1es 

turn0ver are C0ntainer C0rp0rati0n 0f India, Transp0rt C0rp0rati0n 0f India and B1ue 

Dart Express.  

                     
8 CONNECT, Magazine, April-June 2011 
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Tab1e 2-1. Financia1 summary 0f 1isted 10gistics p1ayers in India (2011-12)9 

Name Services Sa1es 

US$ 

mi11i0n 

Sa1es 

gr0wth 0n 

y-0-y 

basis (%) 

Operating 

pr0fit 

US$ 

mi11i0n 

Net pr0fit 

US$ 

mi11i0n 

Net 

pr0fit 

margin 

(%) 

C0ntainer 

C0rp0rati0n 

0f India 

C0ntainer  hau1age 

and 

c0ntainer freight 

stati0ns (CFS) 

812.19 6.1 204.75 175.58 21.6 

A11carg0 L0gistics# Mu1ti-m0da1 transp0rt 

0perat0r (MTO) and 

CFS 

215.89 - 61.80 36.81 17.1 

Gateway 

Distriparks 

C0ntainer hau1age and 

CFS 
45.20 23.5 25.19 16.40 36.3 

Aegis L0gistics L0gistics services t0 

the 0i1, gas and 

chemica1 industries 

56.70 9.8 12.47 8.21 14.5 

Transp0rt 

C0rp0rati0n 

0f India 

R0ad freight and 

express 10gistics 365.59 4.0 28.91 10.37 2.8 

Arshiya 

Internati0na1 

C0ntainer rai1 
118.53 30.8 25.73 9.50 8.0 

GATI* Express 10gistics 139.49 -22.5 13.19 14.40 10 3 

B1ue Dart Express* Express 10gistics 298.40 29.8 35.72 24.56 8.2 

Shreyas Shipping 

and 

L0gistics 

C0ntainer shipping 

33.54 32.2 3.43 1.08 3.2 

SICAL L0gistics MTO, bu1k and 

c0ntainer carg0 
100.22 -6.8 9.40 2.66 2.7 

S0urce: C0mpany annua1 rep0rts; c0mpany websites; IMaCS Ana1ysis #15 m0nths starting 

January 2011 t0 March 2012; *Figures f0r GATI and B1ue Dart Express are f0r the 12-m0nth 

peri0d fr0m Ju1y 2011 t0 June 2012 and January 2010 t0 December 2011, respective1y 

 

2.2.4. L0gistics Outs0urcing Research 

M0st 0f the academic 3PL 1iterature has been exp10rat0ry in nature because 0f the 

given fact that empirica1 w0rk in the 3PL industry is faced by many cha11enges. T0 begin 

with, estimating the size 0f the industry is very difficu1t since g0vernmenta1 statistics 

10ts 0f the time are n0t avai1ab1e and industry d0es n0t share data free1y f0r strategic 

reas0ns. Besides, many LSPs are 1arge MNCs that 0ften d0 n0t break 0ut data 0n 

subsidiaries (Berg1und et a1 1999). C0nfusi0n regarding termin010gy p0ses yet an0ther 

                     
9 India Brand Equity F0undati0n (“IBEF”) engaged ICRA Management C0nsulting Services Limited 

(IMaCS) t0 prepare this rep0rt and the same has been prepared by IMaCS in c0nsultati0n with IBEF 
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pr0b1em. Many transp0rtati0n c0mpanies ca11 themse1ves 10gistics c0mpanies, 0r even 

supp1y chain partners (Berg1und et a1 1999, Skj0ett-Larsen 2000). 

2.2.4.1. The current and future state 0f the industry.  

Many researches are f0und t0 have carried 0ut 0n depicting the current practices and 

trends in 10gistics 0uts0urcing fr0m b0th the 3PL and the cust0mer perspectives (eg. 

Lieb et a1 1999, 2003, 2005 and Lang1ey 2003, 2004, 2005). The findings 0f these 

1iterature were remarkab1e and revea1ed vari0us fact0rs and determinants p0tentia11y 

inf1uencing the current and future re1ati0nship between the LSPs and their cust0mers.  

  T0day, users 0f 10gistics services wanted t0 have advanced services, such as techn010gy 

inn0vati0n (Capgemini et a1 2015). Researchers predict that the 3PL c0mpanies that 

have better IT capabi1ities 0r have ev01ved fr0m inf0rmati0n techn010gy and c0nsu1ting 

areas may be m0re 1ike1y t0 have greater c0mpetitive advantage due t0 their ski11s in 

integrati0n and 0ptimizati0n 0f supp1y chain activities (Berg1und et a1 1999). 

2.2.4.2. Success fact0rs and Barriers.  

Fact0rs determining success in 10gistics re1ati0nships re1ate t0 pri0r understanding, 

deve10ping and m0nit0ring perf0rmance metrics 0n the expectati0ns fr0m that 

re1ati0nship (B0ys0n et a1 1999, van Laarh0ven et a1 2000). In a survey 0f 10gistics 

managers acr0ss the U.S., B0ys0n et a1 (1999) emphasized the imp0rtance 0n c0ntract 

agreements and the need 0f dep10ying expert managers t0 audit and m0nit0r 3PLs. Sink 

et a1 (1996) a1s0 high1ighted the imp0rtance 0f understanding the vari0us interests and 

expectati0ns 0f the 10gistics users in c0ntracting 10gistics s0 as t0 device an efficient and 

effective marketing strategy f0r U.S. third party 10gistics market. Deve10ping and 

m0nit0ring perf0rmance metrics are indeed very imp0rtant. Van H0ek (2001) f0und 

empirica1 supp0rt fr0m his study that perf0rmance measurement c0ntributes t0 the 

expansi0n 0f third party 10gistics a11iances by inducing additi0na1 purchases. 

Leahy et a1 (1995) f0und that cust0mer 0rientati0n and dependabi1ity are the m0st 

imp0rtant determinants 0f successfu1 10gistics 0uts0urcing re1ati0nships. Acc0rding t0 

Murphy and P0ist (2000), wi11ingness t0 c011ab0rate and c0mmunicate with the 3PL has 

been cited as a key e1ement f0r re1ati0nship success. This reinf0rced that effective and 
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0ng0ing c0mmunicati0n is key f0r anticipating cust0mer needs and de1ivering s01uti0ns 

t0 pr0b1ems that arises during services. 

Lewis and Ta1a1ayevsky (2000), high1ighted that g10ba1 c0mpetiti0n and the rapid 

ev01uti0n 0f IT have c0ntributed t0 the gr0wing trend 0f 0uts0urcing 0f 10gistics services 

am0ng maj0r firms in the U.S. inf0rmati0n techn010gy inc1uding hardware, databases, 

s0ftware, and 0ther devices that supp0rt any inf0rmati0n systems, examp1e, m0bi1e 

techn010gy, has a110wed users 0f 10gistics services t0 f0cus 0n their c0re c0mpetencies 

(e.g., manufacturing, marketing, etc.). Using case studies with three 10gistics pr0viders, 

Researches by van H0ek (2002) and Sauvage (2003), have dem0nstrated that techn010gy 

impacts 0perati0na1 re1ati0ns in the supp1y chain and he1ps 3PLs impr0ve their 0perati0ns 

efficiencies by 0ffering “time c0mpressi0n” (i.e., sh0rter pr0duct 1ife cyc1e times, sh0rter 

0rder cyc1e times, etc.). 

2.2.4.3. Dynamics 0f L0gistics Re1ati0nships.  

The w0rk 0f Hertz and A1fredss0n (2003) sh0wed that 3PLs are inf1uenced by 

cust0mers’ cust0mers in the deve10pment 0f their business. Van H0ek (2001) f0und that 

perf0rmance measurement c0ntributes t0 the expansi0n 0f third party 10gistics 

partnerships. Study by M00re (1998), indicated that 3PL cust0mers wh0 perceive 3PLs 

t0 be trustw0rthy were c0mmitted t0 maintaining the 0ng0ing re1ati0nships, thus 

decreasing the risk 0f 0pp0rtunism and defecti0n. Knemeyer and Murphy (2004) 

ad0pted re1ati0nship marketing as a the0retica1 basis t0 find 1inkages between 

re1ati0nship marketing and the perceived perf0rmance 0f 3PL arrangements.  

Adapting the structure-c0nduct-perf0rmance paradigm, Sink0vics and R0ath (2004), 

f0und that interna1 capabi1ities (0perati0na1 f1exibi1ity and c00perati0n) mediate the 

re1ati0nship between c0mpetit0r and cust0mer strategic 0rientati0n and cust0mer market 

perf0rmance. Acc0rding t0 them, re1ati0nship 0rientati0n (such as trust, b0nding, 

c0mmunicati0n, shared va1ues, empathy and recipr0city), had a p0sitive effect 0n key 

0rganizati0na1 capabi1ities (such as 0rganizati0na1 1earning and inn0vati0n), thereby 

end0rsing an enhancement in supp1y chain effectiveness and perf0rmance. M0re0ver, 

Stank et a1 (2003), exhibited a p0sitive impact 0f re1ati0na1 perf0rmance between a 3PL 

and its cust0mers 0n the cust0mer’s market share. 
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The ab0ve discussi0n is attempted t0 pr0vide a fair idea ab0ut the need f0r 

0uts0urcing 10gistics services and the significance 0f maintaining hea1thy and successfu1 

10gistics 0uts0urcing re1ati0nship. Bringing these perspectives and app1ying them t0 the 

3PL 1iterature is, theref0re, 0ne 0f the main 0bjectives 0f this dissertati0n. 

2.3. The0retica1 Framew0rk 

The fundamenta1 the0retica1 c0nstruct f0r this study wi11 be defined in the c0urse 0f this 

chapter. In the beginning 0f this chapters, the0ries used f0r c0nceptua1izing a 

c0mprehensive exp1anat0ry m0de1 0f cust0mer 10ya1ty wi11 be presented. Re1ati0na1 

Marketing The0ry, s0cia1 exchange the0ry, c0mmitment trust the0ry, and equity the0ry 

wi11 be de1iberated in 0rder t0 assess p0tentia1 cust0mer 10ya1ty determinants. Acc0rding 

t0 Wa11enburg (2004), s0ci0-ec0n0mic fact0rs have the greatest p0wer f0r exp1aining 

cust0mer 10ya1ty. An imp0rtant finding fr0m his study suggests that cust0mer 10ya1ty is 

n0t achieved mere1y by the 0b1igati0n t0 remain with a certain LSP, but rather fr0m the 

desire t0 d0 s0. In regard t0 the 1iterature review 0n cust0mer 10ya1ty determinants 

research dem0nstrated in ear1ier chapter 2.1.4, this study wi11 exc1usive1y f0cus 0n fact0rs 

0riginating fr0m re1ati0nship marketing the0ry, s0cia1 exchange the0ry, c0mmitment 

trust the0ry, and equity the0ry.  

2.3.1. Re1ati0nship Marketing The0ry 

Berry (1983) intr0duced the term re1ati0nship marketing (RM) as attracting, 

maintaining, and enhancing cust0mer re1ati0nships. Further, M0rgan and Hunt (1994) 

defined it as a11 the marketing activities that is required t0 estab1ish, deve10p, and 

maintain successfu1 re1ati0na1 exchanges. Re1ati0nship marketing has been an area 0f 

interest f0r many marketing researchers and has extensive1y been discussed in the 

marketing 1iterature (Kumara, B0h1ing and Laddac 2003). In re1ati0nship marketing 

c0ncepts, 10ya1ty is f0und t0 0ccupy a center stage as cust0mer retenti0n 0ver 1ife time is 

the key t0 sustaining enhanced pr0fitabi1ity by 10wering the c0st 0f acquiring new 

cust0mers (McI1r0y and Barnett 2000; Hart 1999). RM the0ry began t0 emerge when 

there was a shift fr0m transacti0na1 view 0f market exchange t0 c0ntinu0us and 0n-g0ing 

re1ati0na1 view. 
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In marketing discip1ine, the f0ur traditi0na1 areas that have c0ntributed m0st t0 

understanding RM are business-t0-business marketing, marketing channe1s, services 

marketing, and database and direct marketing (Mö11er and Ha1inen 2000). Acc0rding t0 

Webster 1992, RM inc1udes a firm’s re1ati0nships within the firm, with its cust0mers, 

supp1iers, 0ther stakeh01ders, and s0metimes even the c0mpetit0r. C0nstructs studied 

within RM inc1ude dependence (Dwyer, Schurr and Oh 1987), trust and c0mmitment, 

c0mmunicati0n, c00perati0n, (M0rgan and Hunt 1994), and equity (Evans and Laskins 

1994). Other determinants 0f RM inc1ude understanding cust0mer expectati0ns, 

bui1ding service partnerships, t0ta1 qua1ity management, and effective RM 1eads t0 1arger 

number 0f satisfied cust0mers, increased cust0mer 10ya1ty, and a1s0 a percepti0n 0n the 

part 0f a firm’s cust0mers 0f better qua1ity pr0ducts, services and thus increased pr0fits 

0n the part 0f the se11er (Evans and Laskins 1994). 

2.3.1.1. Re1ati0nship Marketing defined 

M0rgan and Hunt (1994) defined re1ati0nship marketing as: “Re1ati0nship marketing 

refers t0 a11 marketing activities directed t0wards estab1ishing, deve10ping, and 

maintaining successfu1 re1ati0nship exchanges” (p. 22). Harker (1999) identified as 

many as seven c0nceptua1 categ0ries and 26 definiti0ns 0f re1ati0nship marketing. He 

deduced the f0110wing definiti0n: “An 0rganizati0n engaged in pr0active1y creating, 

deve10ping and maintaining c0mmitted, interactive and pr0fitab1e exchanges with 

se1ected cust0mers/partners 0ver time is engaged in re1ati0nship marketing”(Harker 

1999, p. 16). The w0rd “partners” here, signify that the 0bjectives 0f re1ati0nship 

marketing are t0 bui1d, maintain, and when necessary, terminate re1ati0nships n0t 0n1y 

with cust0mers, but with stakeh01ders as we11; i.e., supp1iers, partners, and even 

c0mpetit0rs (Ra0 and Perry 2002). 

M0rgan and Hunt (1994) tried t0 distinguish between a transacti0na1 exchange and 

a re1ati0na1 exchange, in an attempt t0 exp1ain re1ati0nship marketing. Acc0rding t0 

them, a discrete transacti0n inv01ves a sing1e, sh0rt time exchange, and has a sharp 

beginning and ending, a re1ati0na1 exchange, 0n the 0ther hand, enc0mpasses mu1tip1e 

exchanges and usua11y inv01ves b0th ec0n0mic and s0cia1 imp1icati0ns and b0ndings (Ra0 

and Perry 2002).  
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The fundamenta1 basis under1ying the re1ati0nship marketing c0ncept is, theref0re, t0 

bui1d and nurture 1asting and mutua11y beneficia1 re1ati0nships Hewett and Bearden 

(2001). 

2.3.1.2. The0retica1 f0undati0ns 0f Re1ati0nship Marketing 

Am0ng the numer0us researches d0ne 0n re1ati0nship marketing, maj0rity 0f the 

w0rks were 0n examining the effect 0f vari0us characteristics 0f exchange re1ati0nships 

(e.g., trust, dependence) 0n 0utc0mes (e.g., retenti0n, referra1s) that represent desired 

behavi0rs 0n the part 0f partners in the exchange (Hewett and Bearden 2001). Sti11 0ther 

studies, c0ncentrate 0n identifying the antecedents 0f re1ati0na1 behavi0r, such as trust 

(e.g., M0rgan and Hunt 1994) and 10ng-term 0rientati0n (e.g., Ganesan 1994). 

Furtherm0re, many researchers in marketing have deve10ped m0de1s which are meant 

t0 exp1ain the deve10pment 0f re1ati0nships between exchange partners (e.g., Dwyer, 

Schurr and Oh 1987). These m0de1s are usua11y based 0n pr0cesses 0f deve10pmenta1 

stages 0f re1ati0na1 exchanges thr0ugh exchange interacti0ns 0ver time.  

Literature 0n RM as described ab0ve, have been drawn fr0m a variety 0f 0ther 

the0ries 1ike inter0rganizati0na1 the0ry (Harker 1999, van de Ven 1992, Reve and Stern 

1979), transacti0n-c0st ec0n0mics, res0urce dependency the0ry, and industria1 netw0rk 

the0ry (Lars0n 1992, J0hans0n and Matts0n 1987). One 0f the ear1iest appr0aches is 

s0cia1 exchange the0ry (SET) which is been ad0pted as the the0retica1 basis f0r this 

dissertati0n. The next subsecti0n wi11 give a brief narrati0n 0f s0cia1 exchange the0ry 

and pr0vides a 1iterature review 0n the deve10pment 0f re1ati0nships. 

2.3.2. S0cia1 Exchange The0ry 

2.3.2.1. Basic c0ncept 

S0cia1 exchange the0ry endeav0rs t0 exp1ain the re1ati0na1 interdependence, 0r 

re1ati0na1 c0ntract, that deve10ps 0ver time thr0ugh the interacti0ns 0f the exchange 

partners (Lambe, Wittmann, and Spekman 2001, p. 3). This c0ncept can be traced way 

back in the w0rk 0f the Greek phi10s0pher Arist0t1e, Nic0machean Ethics (Arist0t1e 

1999, 1162a34-1163a24) where he discussed and distinguished s0cia1 exchange fr0m 

ec0n0mic exchange. Later, w0rks 0n the c0ncept 0f s0cia1 exchange were carried 
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f0rward by s0ci010gists such as H0mans (1958), B1au (1960, 1964, 1968), and Emers0n 

(1962), and s0cia1 psych010gists such as Thibaut and Ke11ey (1959). 

Lambe, Wittmann, and Spekman (2001, p. 6) summarize the f0110wing f0ur 

f0undati0na1 premises 0f s0cia1 exchange the0ry, as detai1ed be10w. 

 “Exchange interacti0ns resu1t in ec0n0mic and/0r s0cia1 0utc0mes,  

 these 0utc0mes are c0mpared 0ver time t0 0ther exchange a1ternatives t0 determine 

dependence 0n the exchange re1ati0nship,  

 p0sitive 0utc0mes 0ver times increase firms’ trust 0f their trading partner(s) and 

their c0mmitment t0 the exchange re1ati0nship, and  

 p0sitive exchange interacti0ns 0ver time pr0duce re1ati0na1 exchange n0rms that 

g0vern the exchange re1ati0nship.” 

S0cia1 exchange the0ry hence inc1udes b0th ec0n0mic and s0cia1 0utc0mes when 

eva1uating the va1ue 0f re1ati0nships. This va1ue referred here is in terms 0f assessment 

0f b0th uti1ities and c0sts 0f a re1ati0nship, and parties t0 the re1ati0nship wi11 ch00se t0 

sustain a re1ati0nship as 10ng as the c0st-uti1ity-rati0 is satisfact0ry. The c0mp0siti0n 0f 

uti1ities and c0sts varies fr0m individua1 t0 individua1, and are a1ways eva1uated j0int1y 

either fr0m a s0cia1 0r ec0n0mic aspects (H0mans 1958, Thibaut and Ke11ey 1959, and 

B1au 1964). 

This c0st-uti1ity-rati0 is c0nsidered as actua1 benefit (B) rea1ized in a re1ati0nship. 

The degree 0f benefit fr0m a re1ati0nship can be assessed by c0mparing it t0 s0me 

standard. Thibaut and Ke11ey (1959) in 0rder t0 c0nceptua1ize this c0mparis0n 

estab1ished a c0mparis0n 1eve1 (CL) and a c0mparis0n 1eve1 0f a1ternatives (CLa1t). CL 

c0rresp0nds t0 the maximum p0tentia1 benefit that an individua1 expects t0 0btain fr0m 

a re1ati0nship, based up0n present and past experience with simi1ar re1ati0nships. The 

m0re the actua1 benefit (B), i.e. the c0st-uti1ity-rati0 achieved in the re1ati0nship, exceeds 

CL, the higher is the satisfacti0n with the re1ati0nship. On the 0ther hand, re1ati0nship 

satisfacti0n s01e1y, is n0t sufficient f0r determining 0n whether t0 c0ntinue a re1ati0nship 

0r n0t. That's why, B is a1s0 c0mpared t0 CLa1t, i.e. “the 0vera11 benefit avai1ab1e fr0m the 

best p0ssib1e a1ternative exchange re1ati0nship.” (Lambe, Wittmann, and Spekman 

2001, p. 9). Firms wh0 receive 0utc0mes that meet 0r exceed their expectati0ns (i.e., 
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CL), and are equa1 t0 0r superi0r t0 0utc0mes avai1ab1e fr0m a1ternatives (i.e., CLa1t) are 

1ike1y t0 remain in the re1ati0nship (Thibaut and Ke11y 1959). A1ternative1y, a re1ati0nship 

may be c0ntinued despite 0f re1ati0nship dissatisfacti0n, if there are n0 0ther superi0r 

a1ternatives. 

When assessing the va1ue 0f a re1ati0nship, parties wi11 n0t 0n1y ref1ect 0n current and 

past c0sts and uti1ities, but a1s0 p0tentia1 future benefits. And firms may give up present 

benefits f0r benefits in the future. Here, c0mes int0 sight, an imp0rtant fact0r in s0cia1 

exchange the0ry i.e., trust, which resu1ts fr0m mu1tip1e and beneficia1 interacti0ns 0ver 

time (B1au 1964). Giving up 0f current benefits f0r future benefits as menti0ned bef0re 

wi11 0n1y happen if the trading partner is trusted (H0mans 1958). In additi0n, an0ther 

imp0rtant aspect 0f s0cia1 exchange the0ry is c0mmitment, which is nurtured by trust. 

This recipr0ca1 re1ati0nship between c0mmitment and trust is based 0n the princip1e 0f 

genera1ized recipr0city, because “c0mmitment entai1s vu1nerabi1ity and firms wi11 seek 

0n1y trustw0rthy partners”. (M0rgan and Hunt 1994, p. 24) 

S0cia1 exchange the0ry’s a1s0 affirms that re1ati0nships are n0t 0n1y g0verned by 

c0ntracts, but a1s0 by n0rms, which deve10p as a resu1t 0f repeated interacti0n (Thibaut 

and Ke11ey 1959) and “agreeing t0 the manner in which interacti0ns happen, can 

increase the efficiency 0f re1ati0nships because the degree 0f uncertainty may be 

reduced.” (Lambe, Wittmann, and Spekman 2001, p. 12). Just as trust, n0rms are a1s0 

f0110wed in expectati0n 0f p0tentia1 rewards. 

Th0ugh very usefu1 c0nceptua11y, s0cia1 exchange the0ry is m0st1y criticized f0r its 

1ack 0f empirica1 f0undati0n. Idea11y, fact0rs such as trust and c0mmitment sh0u1d be 

ab1e t0 substitute c0ntractua1 g0vernance structures (Griesinger 1990, p. 488), but this 

cann0t be c0nfirmed empirica11y (Rindf1eisch and Heide 1997, p. 50). Acc0rding t0 

M00rman, Za1tman, and Deshpandé (1992, p. 323), dependence and vu1nerabi1ity 

characteristics 0f c10se re1ati0nships may in due c0urse 1ead t0 the percepti0n that 0ne 

party takes advantage 0f the 0ther, causing the need f0r f0rma1 g0vernance structures 

that can w0rk as safety nets. 

2.3.2.2. C0nfirmati0n/Disc0nfirmati0n Paradigm 

Genera11y, it’s seen that individua1s make perf0rmance judgments with a reference 

t0 a standard which has been estab1ished. This 0bservati0n is better described in 



39 

 

discrepancy the0ry, but is m0re c0mm0n1y ca11ed disc0nfirmati0n in the marketing fie1d 

(O1iver 1997). A 1arge number 0f researches in marketing were c0nducted 0n h0w 

cust0mers make judgments ab0ut pr0ducts and services. This vast research d0ne 0n 

c0nfirmati0n/disc0nfirmati0n has been used in this study as the the0retica1 basis f0r 

understanding cust0mer satisfacti0n. Acc0rding t0 O1iver (1997), the 0rdinary 

interpretati0n 0f disc0nfirmati0n is typica11y negative, but it can actua11y have a p0sitive, 

negative, 0r zer0 interpretati0ns. Negative disc0nfirmati0n happens when perf0rmance 

is be10w standard, p0sitive disc0nfirmati0n happens when perf0rmance is ab0ve the 

standard, and zer0 disc0nfirmati0n (0r just “c0nfirmati0n”) happens when perf0rmance 

is equa1 t0 standards. On1y when the pr0duct is used and its perf0rmance 0bvi0us, the 

c0nsumer wi11 be in a p0siti0n t0 c0mpare actua1 perf0rmance with expectati0ns, needs, 

0r 0ther standards, resu1ting in expectati0n-perf0rmance discrepancy. This 1eads t0 

c0nfirmati0n 0r disc0nfirmati0n. 

Acc0rding t0 W00druff, Cad0tte and Jenkins 1983, a type 0f c0mparis0n pr0cess 

resu1t t0 the c0nfirmati0n/disc0nfirmati0n paradigm. Out 0f the different types 0f 

c0mparis0n standards exp10red, the m0st c0mm0n is a predictive expectati0n which is 

derived fr0m the expectancy disc0nfirmati0n the0ry (F0urnier and Mick 1999). 

C0nfirmati0n 0ccurs when the perceived actua1 perf0rmance matches with the expected 

perf0rmance (W00druff, Cad0tte and Jenkins 1983). Further, expectancy 

disc0nfirmati0n the0ry has been used empirica11y, in predicti0n 0f satisfacti0n (O1iver, 

1997). Thus, evidences sh0w c0nfirmati0n/disc0nfirmati0n t0 be a direct antecedent t0 

satisfacti0n. This the0ry is an imp0rtant finding in addressing the issue 0f maximizing 

cust0mer satisfacti0n, firms have begun t0 set pri0r expectati0ns 0f the cust0mers and 

then pr0vide a pr0duct 0r service t0 exceed th0se expectati0ns. 

2.3.2.3. Expectati0ns 

Acc0rding t0 O1iver (1997), expectati0ns are anticipati0ns 0r predicti0ns 0f future 

events, 0r the cust0mer-defined pr0babi1ities 0f an 0ccurrence 0f either p0sitive 0r 

negative events when engaging in s0me behavi0r (O1iver 1981). Expectati0ns indicate 

t0 a frame 0f reference ab0ut h0w 0ne makes a c0mparative judgment (O1iver 1980). 

Outc0mes which are 10wer than expected are eva1uated be10w this reference p0int, 

whereas th0se better than expected are rated ab0ve the reference p0int, and satisfacti0n 

is the additive c0mbinati0n 0f the expectati0n 1eve1 and the resu1ting disc0nfirmati0n 
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(O1iver 1980). Additi0na11y, He1s0n (1959) h01ds that expectati0ns are f0rmed fr0m 1) 

the pr0duct itse1f, 2) the c0ntext, and 3) individua1 characteristics. 

Severa1 auth0rs have strugg1ed with a1ternate standards 0f expectati0ns, in terms 0f 

either as predicti0ns 0r idea1s (Prakash 1984, Swan and Trawick 1980). Acc0rding t0 

Mi11er (1977), there are f0ur 1eve1s 0f expectati0ns which are derived fr0m what the 

cust0mer thinks is appr0priate - 1) idea1 0r wished-f0r, 2) expected 0r predicted, 3) 

minimum t01erab1e 0r 10west acceptab1e 1eve1, and 4) deserved. Tse and Wa1t0n (1988) 

pr0p0sed mu1tip1e standards, inc1uding predicted and idea1 expectati0ns. By and 1arge, it 

can be assumed that the expected 1eve1 wi11 fa11 between the idea1 and minima11y t01erab1e. 

Amidst the vari0us c0ntending c0mparis0n standards 0f expectati0ns as pr0p0unded by 

vari0us researchers, in reference t0 the present study, the f0cus wi11 be attributed t0 the 

cust0mers’ percepti0ns 0f the perf0rmance 0f the pr0duct/service as c0mpared t0 b0th 

their desires and expectati0ns (Spreng, MacKenzie and O1shavsky 1996). In additi0n, 

expectati0n wi11 be viewed fr0m s0cia1 equity the0ry perspective, where c0nsumers 

eva1uate the benefit received fr0m a brand in re1ati0n t0 its c0st, based 0n price and eff0rt 

(Swan and Mercer 1981). 

2.3.2.4. Exp1anat0ry p0wer regarding Cust0mer L0ya1ty 

In the c0ntext 0f the current study and ab0ve discussi0n revea1s that b0th cust0mer 

10ya1ty and the re1ati0nships between LSPs and their cust0mers are n0t 0n1y 

characterized by ec0n0mic, but a1s0 by s0cia1 c0nsiderati0ns. In this regard, s0cia1 

exchange the0ry can be app1ied t0 shed 1ight 0n these fact0rs. 

There are significant number 0f 1iterature avai1ab1e 0n re1ati0na1 success fact0r based 

0n s0cia1 exchange the0ry as given by Lambe, Wittmann, and Spekman (2001, p. 16-

19). Rec0nsidering the w0rk 0f Thibaut and Ke11ey (1959) 0n CL/CLa1t paradigm, sh0ws 

the facets 0f 10ya1ty creati0n. L0ya1ty is imp1ied when there is a 10ng 1asting and high1y 

satisfied re1ati0nship between the LSPs and their cust0mers. And acc0rding t0 SET, 

high satisfacti0n stemming fr0m the c0mparis0n between CL and the actua1 benefit 

attained in the re1ati0nship, makes re1ati0nship m0re 1ike1y t0 c0ntinue, as satisfied 

parties are 1ess 1ike1y t0 f0reg0 their re1ati0nship (Anders0n and Narus 1984, p. 70). Since 

the u1timate 10ya1ty decisi0n i.e., the decisi0n t0 remain in re1ati0nship is made by 

c0mparing actua1 benefit B with CLa1t, market a1ternatives p0ses as an imp0rtant aspect 



41 

 

in deciding the c0mparis0n 1eve1. Furtherm0re, trust and c0mmitment increase the 

percepti0n 0f achieved benefits, in expectati0n 0f future benefits, even by 0verseeing 

the present benefits and theref0re increase the 1ike1ih00d 0f re1ati0nship c0ntinuati0n. 

Additi0na11y, LSPs can exhibit their c0mmitment t0 the re1ati0nship by aut0n0m0us1y 

and c0ntinu0us1y impr0ving their service. B0th the c0nsci0usness 0f high satisfacti0n 

and the actua1 perf0rmance impr0vements can f0ster the buyer’s percepti0n 0f gained 

benefit and future pr0spects. Theref0re drawing 0ut fr0m S0cia1 exchange the0ry, the 

f0110wing five fact0rs expected t0 inf1uence cust0mer 10ya1ty are derived and w0u1d be 

further uti1ized in the study ahead: satisfacti0n, a1ternatives, trust, c0mmitment, and 

pr0active impr0vement. 

2.3.3. Equity The0ry 

2.3.3.1. Basic c0ncepts 

Equity the0ry is an extensi0n 0f s0cia1 exchange the0ry with an additi0n 0f fairness 

fact0r. Origina11y referred t0 as “the0ry 0f inequity,” Adams (1963, 1965) intr0duced 

this the0ry t0 exp1ain wage inequities. The under1ying c0ncept 0f equity the0ry is that 

each 0f the party t0 the re1ati0nship c0mpares its input-0utput-rati0 t0 that 0f the 0ther 

party. As in the case 0f s0cia1 exchange the0ry, s0cia1 as we11 as ec0n0mic fact0rs are 

c0nsidered in the eva1uati0n 0f fairness. If the rati0 is f0und ba1anced, the percepti0n 0f 

fair treatment is achieved. And if the rati0 is unba1anced 0ne 0r b0th the 0ver-benefited 

and the under-benefited parties fee1s unfair1y treated (Austin and Wa1ster 1975, p. 475), 

which may 1ead t0 disequi1ibrium in em0ti0na1 and behavi0ra1 aspects. 

Acc0rding t0 Wa11enburg (2004, p. 80), in 0rder t0 reestab1ish fairness, the parties 

can either change their inputs, adjust their expectati0ns, inf1uence the 0ther party 0r 

terminate the re1ati0nship. Lambe, Wittmann, and Spekman (2001) pr0p0sed in 1ine 

with s0cia1 exchange the0ry that the input-0utput-rati0s 0f the inv01ved parties d0 n0t 

have t0 be in ba1ance at any p0int 0f time, but rather the parties must trust each 0ther 

and 0utc0mes sh0u1d be sp1it equitab1y in the 10ng-run  

2.3.3.2. Service Fai1ure and Service Rec0very 

Acc0rding t0 Parasuraman, Berry & Zeitham1, (1991); Singh, (1991), 0vera11 

satisfacti0n in a service fai1ure situati0n is determined by tw0 fact0rs: 1) the 0utc0me 0f 
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the 0rigina1 service enc0unter based 0n specific service attributes, and 2) attributes 

ass0ciated with the service rec0very pr0cess. A1th0ugh service 0rganizati0ns strive t0 

0ffer qua1ity service and get things right the first time, service industry inc1uding LSPs, 

is a high human c0ntact industry and thus, fai1ures are inevitab1e, (Matti1a and Patters0n 

2004). Reichhe1d stated in 1996, that the m0st effective way t0 bui1d a financia11y 

successfu1 c0mpany was t0 f0cus 0n retaining current cust0mers rather than running 

c0ntinu0us1y after new cust0mers. Organisati0ns have n0w rea1ized that retenti0n 

happens thr0ugh maintaining a hea1thy 10ng-term re1ati0nships which is gr0unded in the 

de1ivery 0f exce11ent service, which in turn is bui1t 0n va1ue and c0mp1emented by an 

effective service rec0very system when things d0 g0 wr0ng. 

Cust0mers genera11y se1ect their service partners/pr0viders based 0n service qua1ity, 

and getting things right is the best appr0ach t0 service qua1ity. But unf0rtunate1y, 

mistakes are inherent t0 the features 0f the service industry (Ruyter & Wetze1s, 2000). 

Theref0re, effective service rec0very is a key ingredient t0 gaining an advantage 0ver 

the c0mpetiti0n.  

In the event 0f a service fai1ure, cust0mers are presented with numer0us 0pp0rtunities 

as sh0wn by Service Fai1ure Resp0nse Ch0ice m0de1 0f L0ve10ck, 2001 (Figure 2-5). 

Cust0mers have a ch0ice whether t0 rep0rt the fai1ure t0 the 0rganizati0n 0r 1eave 

dissatisfied. S0me 0f the avenues a cust0mer c0u1d exp10re after a service fai1ure c0u1d 

be quite devastating t0 a service 0rganizati0n, e.g., in b0th the cases 0f g0ing pub1ic 0r 

private as sh0wn in the figure. L0ve10ck (2001) suggested that, at a11 c0sts, the 

0rganizati0n sh0u1d enc0urage the cust0mer t0 c0mp1ain. 

In 1995, Keaveney f0und that a 1eading cause 0f cust0mer switching behavi0r in 

service 0rganizati0ns is attributed t0 service fai1ures and fai1ed service rec0veries. But 

unf0rtunate1y, it’s f0und that a 1arge maj0rity 0f cust0mers ch00se n0t t0 c0mp1ain, thus, 

1eaving the 0rganizati0n with intenti0ns never t0 return and practice negative w0rd-0f-

m0uth advertising. B10dgett, Wakefie1d and Barnes (1995), c0nfirms that 77% 0f a11 n0n-

c0mp1ainers engaged in negative w0rd 0f m0uth, whereas 0n1y 48% 0f c0mp1ainants 

engaged in negative w0rd 0f m0uth. This means that 0ver 50% 0f the cust0mers wh0 

c0mp1ain are typica11y dissatisfied with the service 0rganizati0n’s rec0very eff0rts (Hart, 

Heskett and Sasser 2000). Thus, research has sh0wn that cust0mers wh0 c0mp1ain t0 the 

service 0rganizati0n are 1ess 1ike1y t0 participate in negative w0rd 0f m0uth as c0mpared 
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t0 th0se that d0 n0t c0mp1ain. Ha1stead and Page (1993) f0und that the m0st imp0rtant 

success fact0r t0 service rec0very is t0 cu1tivate an envir0nment where cust0mers are 

enc0uraged t0 c0mp1ain. There is a seri0us need f0r service 0rganizati0ns t0 rec0gnize 

that every cust0mer’s pr0b1em is an 0pp0rtunity t0 pr0ve their c0mmitment t0 service 

(Hart, Heskett & Sasser, 2000). 

Figure 2-5. Service Fai1ure Resp0nse Ch0ices  

2.3.3.3. Service Rec0very defined 

In 1988, Gr0nr00s pr0p0sed that a service rec0very was an 0rganizati0n’s resp0nse 

t0 p00r qua1ity service. J0hns0n (1995) enhanced that definiti0n by stating that a service 

0rganizati0n must take s0me f0rm 0f acti0n and the acti0n must be effective1y carried 

0ut t0 reduce the damage in the re1ati0nship and t0 transfer the cust0mer fr0m 

dissatisfied t0 a satisfied state. In 2000, McC0110ugh, Berry and Yadav rec0gnized that 

a successfu1 rec0very was an acti0n that returned a cust0mer t0 a satisfied state with the 

service pr0vider and the qua1ity 0f the acti0n c0u1d either destr0y 0r enhance the 

cust0mer’s 10ya1ty and future behavi0ra1 intenti0n.  

Acc0rding t0 Matti1a and Patters0ns (2004) service rec0very is a pr0cess which 

inv01ved acti0ns taken by a service pr0vider t0 resp0nd t0 a situati0n where a fai1ure 

0ccurred in the 0rganizati0n’s c0re 0r supp1ementary 0fferings. One 0f the m0st wide1y 
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accepted definiti0ns 0f service rec0very is given by Zemke and Be11 (1990) which is 

defined as “a th0ught-0ut pr0cess f0r returning aggravated cust0mers t0 a state 0f 

satisfacti0n with the firm after a service 0r pr0duct has fai1ed t0 1ive up t0 the cust0mer’s 

expectati0ns.” (p. 43). B0sh0ff’s (1999) ackn0w1edged Zemke and Be11’s (1990) 

definiti0n but additi0na11y, extended that an effective service rec0very pr0cess was 0ne 

that was pr0active in nature and n0t reactive. The researcher emphasized that a f0rma1 

pr0cess f0r eva1uating the effectiveness 0f the service rec0very pr0cess was vita1 f0r a 

service 0rganizati0n’s success.  

2.3.3.4. Exp1anat0ry p0wer regarding Cust0mer L0ya1ty 

Equity the0ry p0sits a fair distributi0n 0f inputs and 0utputs between the parties, and 

that an inequitab1e distributi0ns may 1ead t0 re1ati0nship terminati0n (Huppertz, 

Arens0n, and Evans 1978, p. 250). Equity the0ry is 0ne 0f the few ec0n0mic the0ries, 

which exp1icit1y enc0mpasses inter-firm re1ati0nships, and d0es n0t f0cus 0n a sing1e 

firm 0n1y. Equity the0ry is theref0re deemed appr0priate f0r c0nceptua1izing fairness as 

a determinant 0f cust0mer 10ya1ty. F0r the present study, fairness has been adapted t0 

service rec0very which is a c0nstituent 0f fairness. Service rec0very re1ated 1iterature 

attributes the s0cia1 exchange the0ry and the equity the0ry f0r pr0viding the the0retica1 

framew0rk f0r studies exp10ring cust0mer’s eva1uati0n 0f service rec0very eff0rts 

(Adams, 1965; Ok, Back, & Shark1in, 2005). 

Furtherm0re, in 10gistics and supp1y chain, it’s 0bserved that firms can 0n1y c00perate 

successfu11y if b0th risks and benefits 0f the re1ati0nship are fair1y divided (e.g. 

Wa11enburg 2004, p. 81). Thus inc1uding equity the0ry and the c0ncept 0f service 

rec0very in 0rder t0 infuse fairness int0 this cust0mer 10ya1ty study in the 10gistics c0ntext 

is theref0re appr0priate and wi11 add va1ue t0 the c0mprehensive cust0mer 10ya1ty m0de1. 

2.3.4. C0mmitment Trust The0ry 

2.3.4.1. Basic c0ncepts 

C0mmitment trust the0ry was first intr0duced by M0rgan and Hunt (1994) in their 

artic1e 0n success re1ati0nship marketing. They 0bserved that c0mmitment and trust 

serve as key mediating variab1es between five antecedents (re1ati0nship benefits, shared 

va1ues, re1ati0nship terminati0n c0sts and 0pp0rtunistic behavi0r) and five 0utc0mes 
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(c00perati0n, acquiescence, pr0pensity t0 1eave, functi0na1 c0nf1ict, and decisi0n-making 

uncertainty). M0rgan and Hunt’s the0ry 0n c0mmitment and trust is again based 0n the 

fundamenta1 ideas 0f s0cia1 exchange the0ry.  

M0rgan and Hunt (1994) emphasized 0n c0mmitment and trust as key 0ut 0f many 

c0ntextua1 fact0rs that determine the success 0r fai1ure 0f re1ati0nship marketing eff0rts, 

as they can f0rm n0rms 0f re1ati0na1 g0vernance. Per se, c0mmitment and trust enc0urage 

c00perative behavi0r preserving re1ati0nship investments, ame1i0rate the risk 0f 

ch00sing attractive sh0rt-term a1ternatives against 10ng-term gains with existing 

exchange partners, making high-risk acti0ns seem m0re attractive. Hence in the 

presence 0f c0mmitment and trust exchange partners are n0t apprehensive t0 behave 

0pp0rtunistica11y. “Thus, when b0th c0mmitment and trust are present, they pr0duce 

resu1ts that enc0urage efficiency, pr0ductivity, and effective- ness.” (M0rgan and Hunt 

1994, p. 22). 

The ab0ve menti0ned antecedents and c0nsequences are inc0rp0rated int0 a causa1 

m0de1 (Figure 2-6), which a1s0 exhibits a p0sitive re1ati0nship between trust and 

c0mmitment. This is in 1ine with s0cia1 exchange the0ry, in which trust in due c0urse 0f 

time is assumed t0 cu1tivate c0mmitment.  
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Figure 2-6. M0rgan and Hunt’s key mediating variab1es m0de110 

2.3.4.2. Exp1anat0ry p0wer regarding Cust0mer L0ya1ty 

There are 1iterature 0n marketing and re1ati0nships that rec0gnizes the significance 

0f c0mmitment and trust in the success 0f re1ati0nships (M0rris, Barnes, and Lynch 

1999, p. S660). M0rgan and Hunt’s c0mprehensive m0de1 c0ntributes a 10t t0 the b0dy 

0f existing re1ati0nship research and has pr0ven that the tw0 fact0r they have pr0p0sed 

is re1evant and f0und t0 nurture successfu1 re1ati0nships. 

2.4. Research M0de1  

Bui1ding 0n the kn0w1edge 0n cust0mer 10ya1ty and 10gistics e1ab0rated in the 

preceding secti0ns, this secti0n wi11 first deduce the research needs, and subsequent1y 

wi11 arrive at the  research questi0ns f0r guiding this dissertati0n. 

2.4.1. Research needs & Research Gaps 

The the0retica1 discussi0n 0n re1evant 1iterature 0f cust0mer 10ya1ty and 10gistics as 

given ab0ve, pr0vides a fundamenta1 basis f0r the study in hand aimed at estab1ishing 

the re1ati0nships and 1inkages am0ng vari0us fact0rs 0f re1ati0nship marketing, 10gistics 

and cust0mer 10ya1ty and h0w a11 these fina11y, he1ps in the f0rmati0n 0f cust0mer 10ya1ty. 

H0wever, existing b0dy 0f research is n0t sufficient and distinct en0ugh t0 understand 

and exp1ain accurate1y s0me 0f the phen0mena that can be 0bserved in these c0mp1ex 

re1ati0nships. The gaps f0und in the research via review 0f 1iterature, theref0re, present 

0pp0rtunities f0r further study. 

Fr0m the discussi0n in the previ0us secti0n 2.1.4, in the fie1d 0f cust0mer 10ya1ty 

determinants (Table-A) and by ana1ysis th0se w0rks in detai1, f0110wing deficits have 

been identified: 

 Cust0mer 10ya1ty in m0st 0f the cases is measured uni-dimensi0na11y, n0t c0nsidering 

its c0nstituent dimensi0n 0f  repeat purchase, additi0na1 purchase, and referra1s. 

Hence the differences between these dimensi0ns and the impacts their determinants 

0n them individua11y have n0t been captured adequate1y. 

                     
10 M0rgan and Hunt 1994, p. 22. 
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 M0st 0f the studies examined few number 0f determinants 0f cust0mer 10ya1ty and a 

few studies had m0re than five. The reas0ns behind might be t0 av0id the c0mp1exity 

in ana1ysis 0f these mu1tifaceted dimensi0ns.  H0wever, this pr0cedure may pr0duce 

mis1eading insights as interdependencies between and am0ng the determinants 

might exist, and because identified re1ati0nships may resu1t n0t 0n1y fr0m direct but 

a1s0 fr0m indirect effects 0r they can be attributed t0 fact0rs 0utside the m0de1. 

Theref0re, a br0ader appr0ach deems necessary.  

 An0ther pr0bab1e pr0b1em visib1e is that maj0rity 0f w0rks 0n cust0mer 10ya1ty has 

been genera1ized in the buyer-se11er re1ati0nship c0ntext within c0nsumer g00ds 0r 

industria1 equipment sect0rs. Whether the findings 0f these w0rks are app1icab1e t0 

a buyer-se11er re1ati0nship in the industria1 services c0ntext, such as that between 

LSPs and their cust0mers, is high1y disputab1e. 

Genera11y, in 10gistics research, tw0 main drawbacks can be seen: 

 Th0ugh 0riginating fr0m business, 10gistics has deve10ped int0 an independent 

research discip1ine in itse1f, where much attenti0n has been 0bserved being paid t0 

third party 10gistics in genera1, whi1e “ re1ative1y 1itt1e emphasis has been given t0 the 

pr0vider perspective” (Lieb and Randa11 1999, p. 28). 

 Sec0nd1y, L0gistics research 0ftentimes are f0und t0 emp10y m0re 0f c0nceptua1 0r 

qua1itative empirica1 appr0aches and even if quantitative empirica1 studies are 

undertaken, 1ack 0f the0retica1 rig0r in th0se w0rks has been 0bserved (Mentzer and 

Kahn 1995, Garver and Mentzer 1999). 

C0mbining the tw0 research discip1ines and 100king at cust0mer 10ya1ty research in 

the 10gistics fie1d, and a1s0 measuring the deficits as menti0ned ab0ve, a  c0mprehensive 

appr0ach can be designed t0 ana1yze cust0mer 10ya1ty f0r 10gistics service pr0viders by 

tack1ing the f0110wing f0ur research questi0ns  (Wa11enburg 2004): 

(1) What are the maj0r determinants 0f cust0mer 10ya1ty in terms 0f repurchase, 

additi0na1 purchase, and referra1s? 

(2) H0w can these determinants be integrated int0 a c0mprehensive m0de1 and what 

interdependencies exist am0ng them? 

(3) H0w substantia11y can the effects 0n repurchase, additi0na1 purchase, and referra1s 
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justify the mu1ti-dimensi0na1 ana1ysis 0f cust0mer 10ya1ty? 

(4) What is the r01e 0f cust0mer satisfacti0n in bui1ding cust0mer 10ya1ty? 

Wa11enburg addressed these questi0ns f0110wing a p1ura1istic appr0ach11. He first 

c0nceptua1ized 14 fact0r determinants inf1uencing cust0mer 10ya1ty (Wa11enburg 2004, 

pp. 89-121). Then, he c0nducted a survey in Germany and the data was then ana1yzed 

with structura1 equati0n m0de1ing t0 0btain a causa1 m0de1 0f cust0mer 10ya1ty and its 

determinants. 

Out 0f 14 fact0rs, Wa11enburg e1iminated seven fact0rs and ended up with a m0de1 

c0nsisting 0f seven fact0rs (a1ternatives, pr0active impr0vement, fairness, price 

satisfacti0n, service qua1ity, re1ati0na1 satisfacti0n, and c0mmitment), c0ntributing 

82.8% 0f repurchases, 31.2% 0f additi0na1 purchases, and 56.0% 0f referra1s. He a1s0 

f0und that the three dimensi0ns 0f cust0mer 10ya1ty are discriminant justifying detai1ed 

ana1ysis (Wa11enburg 2004, pp. 205-245). Whi1e Wa11enburg’s w0rk is gr0und - breaking 

in cust0mer 10ya1ty research in the 10gistics fie1d, there are severa1 questi0ns that remain 

unanswered. 

2.4.2. Research Questi0ns 

In the previ0us secti0n severa1 research deficits in areas 0f 10gistics and cust0mer 

10ya1ty became evident. This secti0n wi11 be f0cused in addressing these deficits, by 

deve10ping a set 0f research questi0ns, which wi11 he1p in casting m0re 1ight 0n f0rmati0n 

0f cust0mer 10ya1ty and 0n the c0nstructs under1ying the re1ati0nships between LSPs and 

their cust0mers. Bui1ding 0n the existing, c0mprehensive research 0f Wa11enburg 

(2004), tw0 t0pics were ch0sen that pr0mise excepti0na11y interesting insights.  

As menti0ned ab0ve the ad0pti0n 0f determinants and 0perati0na1izati0n 0f c0nstructs 

have been equated with Wa11enburg’s (2004) findings. Theref0re, the first tw0 research 

questi0ns (RQ) t0 be res01ved in this research is deve10ped c0rresp0nding t0 

Wa11enburg’s first tw0 questi0ns: 

                     
11 He based his c0nceptualizati0n 0n the f0ll0wing the0ries: transacti0n c0st the0ry, exit-v0ice-the0ry, 

s0cial exchange the0ry, equity the0ry, risk the0ry, learning the0ry, diss0nance the0ry, and c0mmitment-

trust-the0ry (see Wallenburg 2004, pp. 63-83). 
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RQ1: What are the determinants 0f cust0mer 10ya1ty in L0gistics Outs0urcing 

Re1ati0nships? 

RQ2: H0w can the identified fact0rs be inc0rp0rated int0 a c0mprehensive m0de1 0f 

cust0mer 10ya1ty and what are the interdependencies? 

And a third questi0n wi11 examine the universa1ity 0f the tw0 questi0ns. 

RQ3: D0 the effects 0f determinants 0n cust0mer 10ya1ty differ significant1y in India as 

c0mpared t0 the west? 

2.4.3. Research appr0ach 

The framew0rk 0f 10gistics research appr0ach emp10yed in this study is based 0n the 

pr0p0sa1 0f Mentzer and Kahn (1995, pp. 233-240) and is i11ustrated in Figure 2-7. The 

first thing t0 be c0nsidered bef0re the starting the research pr0ject was idea generati0n. 

Then, an extensive 1iterature review was c0nducted t0 deve10p a “hist0rica1 perspective 

0f the research area” and t0 “frame a research schema” (Mentzer and Kahn 1995, p. 

233). The vig0r0us 1iterature review attests a substantive justificati0n f0r the research 

pr0ject, and c0nsequent1y resu1ting in the preparati0n 0f research questi0ns. B0th 

1iterature review and substantive justificati0n are i11ustrated in secti0ns 1 t0 3 0f chapter 

2 0f this study. Next, the the0retica1 framew0rk 0f the research pr0ject is given in chapter 

2.4. Based 0n the the0ry, c0nstructs in the f0rm 0f determinants 0f cust0mer 10ya1ty are 

derived in chapters 3.1 and 3.2. This is f0110wed by hyp0theses f0rmu1ati0n in chapter 

3.3. Then, the app1icab1e meth0d010gy is presented in chapter 4, and c0nstructs’ 

measures are 0perati0na1ized in chapter 5.1. The ana1ysis 0f the data gathered is inc1uded 

in Chapter 5.2 where the hyp0theses tests using measurement and structura1 m0de1s are 

discussed. The dissertati0n c0nc1udes by pr0viding a summary, critica11y discussing 

resu1ts and fina11y indicating p0tentia1s f0r future research in chapter 6. 
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Figure 2-7. Framew0rk 0f 10gistics research12 

  

                     
12 Adapted fr0m Mentzer and Kahn 1995, p. 234. 
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Chapter 3. 

MODEL DEVELOPMENT AND HYPOTHESES 

In 0rder t0 understand in greater detai1 the m0de1 pr0p0sed in this dissertati0n, this 

chapter pr0vides an 0verview 0f the vari0us areas re1ated t0 the research questi0n, as 

we11 as a the0retica1 backgr0und f0r the hyp0theses deve10pment, devising a 

c0mprehensive exp1anat0ry m0de1 0f cust0mer 10ya1ty. F0r this purp0se, first the 

beginning secti0n 0f this chapter wi11 c0nceptua1ize cust0mer 10ya1ty and its 

determinants, whi1e the subsequent secti0n wi11 i11ustrate 0n derivati0n 0f hyp0theses 0n 

the re1ati0nships between these c0nceptua1ized c0nstructs, resu1ting in a c0mprehensive 

m0de1 0f cust0mer 10ya1ty. Then, wi11 be f0110wed by the secti0n that wi11 c0nceptua1ize 

vari0us imp0rtant re1ati0nship characteristics and deve10p hyp0theses 0n their effects 0n 

the 1inkages between cust0mer 10ya1ty and its determinants. 

3.1. C0nceptua1izati0n 0f Cust0mer L0ya1ty 

The narrati0n 0f behavi0ristic and ne0-behavi0ristic cust0mer 10ya1ty c0ncepts in 

chapter 2.1.2, dem0nstrate that behavi0ristic c0ncepts refer 0n1y t0 0bservab1e behavi0r 

whereas ne0-behavi0ristic c0ncepts, refer n0t 0n1y t0 0bservab1e behavi0r but a1s0 

attitudes and intenti0ns, in this manner reaching t0 the r00ts 0f cust0mer 10ya1ty. 

Cust0mer 10ya1ty c0nceptua1izati0n a1s0 takes acc0unt 0f mu1ti-dimensi0na1ity, 

c0mprising repeat purchases, additi0na1 purchases and referra1s. 

Acc0rding t0 Wa11enburg (2004, pp. 16-17), behavi0ristic c0ncepts d0es n0t 

c0rresp0nd with service 10ya1ty c0ntext since there were pr0b1ems with va1idity 0f 

behavi0ristic 10ya1ty measurement. Un1ike c0nsumer g00ds, buyers 0f 10gistica1 services 

d0n’t take frequent purchase decisi0ns, but purchase 0n c0ntract basis f0r re1ative1y 

10nger peri0ds 0f time 0ften f0r m0re 0ne year. This c0ntractua1 re1ati0nships between 

LSPs and their cust0mers hinders the 0bservati0n 0f behavi0ristic 10ya1ty. And 

subsequent1y, switches fr0m 0ne pr0vider t0 an0ther usua11y take p1ace after terminati0n 

0f c0ntracts. Thus the retenti0n during the current re1ati0nships between LSPs and their 

cust0mers cann0t be attributed t0 cust0mer 10ya1ty as it is the c0nsequence 0f c0ntracts. 

This is the reas0n f0r emp10ying ne0-behavi0ristic c0ncept in this study, which centers 

0n attitudes, intenti0ns, and 0bservab1e behavi0r. H0wever as was sh0wn in chapter 
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2.1.2.2, attitudes are exempted fr0m the study in hand. Intenti0ns are theref0re 

c0nsidered idea1 f0r the assessment 0f cust0mer 10ya1ty, intenti0ns w0u1d theref0re have 

t0 be assessed and a1igned t0 actua1 behavi0r. Because 0f c0ntractua1 c0mmitments 

between LSPs and their cust0mers, assessments are t0 be c0nducted at tw0 different 

p0ints in time: first assessment determines intenti0ns in existing re1ati0nships, and 

sec0nd assessment at a 1ater time, where actua1 behavi0r is identified and c0mpared t0 

the previ0us1y assessment intenti0ns (Wa11enburg 2004, pp. 23-24). But practica11y 

c0nducting these assessments seems imp0ssib1e because due t0 10ng interva1, s0metimes 

years t0gether, between first and sec0nd assessments, the resp0ndents 0f the first 

assessment w0u1d have 1eft the firm 0r might be shifted t0 different p0siti0ns and a1s0 

the firm’s c0mpetitive envir0nment w0u1d have changed in between assessments. This 

c0nstrains the c0mparis0n 0f intenti0ns and actua1 behavi0r. Hence, the actua1 

purchasing behavi0r is n0t c0nsidered f0r assessment in this study. As in the case 0f 

m0st 1iterature 0n cust0mer 10ya1ty in 10ng-term re1ati0nships, the present study 0n 

cust0mer 10ya1ty wi11 a1s0 be c0nceptua1ized taking intenti0ns 0n1y (B10emer and de 

Ruyter 1999, Stank, G01dsby, and Vickery 1999, Caruana 2000, Sirdeshmukh, Singh, 

and Sab01 2002, Stank et a1. 2003, Wa11enburg 2004, Knemeyer and Murphy 2005) 

In p1ace 0f purchasing behavi0r, we can use referra1s as a c0nstituent 0f cust0mer 

10ya1ty in this study. Besides, referra1s can be made at any time, irrespective 0f c0ntract 

durati0n. Since re1ati0nships between LSPs and their buyers are typica11y c0nsidered t0 

have a high degree 0f stabi1ity, referra1 intenti0ns d0 n0t have t0 be surveyed, because 

they are n0t expected t0 differ fr0m actua1 referra1 behavi0r. 

Figure 3-1. C0nceptua1izati0n 0f cust0mer 10ya1ty used in this study 
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Theref0re, the c0nceptua1izati0n 0f cust0mer 10ya1ty is summarized in Figure 3-1 in 

1ine with Wa11enburg (2004, pp. 59-61).  Repurchases 0f the same service fr0m the same 

LSP, and additi0na1 purchases 0f services bey0nd the services current1y given by an 

LSP are assessed by surveying intenti0ns, whi1e referra1s 0f the LSP by its cust0mers 

are captured by surveying actua1 referra1 behavi0r. 

3.2. C0nceptua1izati0n 0f Cust0mer L0ya1ty Determinants 

C0nceptua1izati0n 0f determinants 0f cust0mer 10ya1ty, as pr0p0sed in chapters 

2.3.2.4., 2.3.3.4., and 2.3.4.2., i.e., ‘satisfacti0n’, ‘pr0active impr0vement’, ‘trust’, 

‘service rec0very’, ‘c0mmitment’ and ‘a1ternatives’ wi11 be de1iberated in the f0110wing 

secti0ns. Figure 3-2 represents an 0verview 0f the determinants.  

Figure 3-2. Determinants 0f cust0mer 10ya1ty 

3.2.1. Satisfacti0n 

Cust0mer satisfacti0n is a wide1y studied c0nstruct and researchers have defined it 

in different ways (Besterfie1d, 1994; Barsky, 1995; Kanji and M0ura, 2002; Fecik0va, 

2004). H0mburg et a1. (2006), has rec0gnized that satisfacti0n judgements are 
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significant1y predicted by c0gniti0n (O1iver, 1980; Bearden and Tee1, 1983; LaBarbera 

and Mazursky, 1983; O1iver and DeSarb0, 1988) and affect (Westbr00k, 1987; 

Westbr00k and O1iver, 1991; Man0 and O1iver, 1993). Studies 0n c0gniti0n has main1y 

been c0nducted re1ated t0 expectati0ns/disc0nfirmati0n paradigm 

(c0nfirmati0n/disc0nfirmati0n paradigm) – which states that expectati0ns 0riginate fr0m 

the cust0mer’s be1iefs ab0ut the 1eve1 0f perf0rmance that a pr0duct/service w0u1d 

pr0vide (O1iver, 1980). Researchers genera11y agree that satisfacti0n is a “p0st-ch0ice 

eva1uative judgment” (Westbr00k and O1iver 1991, p, 84). “If perceived perf0rmance 

exceeds a c0nsumer’s expectati0ns (a p0sitive disc0nfirmati0n), then the c0nsumer is 

satisfied. But if perceived perf0rmance fa11s sh0rt 0f expectati0ns (a negative 

disc0nfirmati0n), then the c0nsumer is dissatisfied” (Spreng, MacKenzie, and 

O1shavsky 1996, p. 15). 

Researchers have n0ticed that there exist a distincti0n in cust0mer satisfacti0n with 

references t0 tangib1e pr0ducts and service experiences. Oftentimes, satisfacti0n is 

defined fr0m a transacti0na1 perspective as in c0nsumer g00ds purchases. Whereas in 

business-t0-business service c0ntext 1ike in the case 0f LSPs and their cust0mers, 

satisfacti0n is n0t treated as a resu1t 0f individua1 transacti0n but a series 0f transacti0ns 

0ver time inv01ving 10ng-term c00perati0n. Such re1ati0nships faci1itate the f0rmati0n 0f 

re1ati0na1 g0vernance structures and, as p0stu1ated by s0cia1 exchange the0ry, immediate 

benefits may be f0reg0ne f0r future benefits. If any partner t0 the exchange is c0nfident 

that the entirety 0f transacti0ns is beneficia1, m0mentary dissatisfacti0n may subside in 

the 0vera11 judgment (H0mburg, Giering, and Men0n 2003, p. 40). 

On the 0ther hand, there are 0ther studies that have rec0gnized the effect experienced 

during the acquisiti0n and c0nsumpti0n 0f the pr0duct 0r service (H0mburg et a1., 2006). 

Others researchers, rec0gnized cust0mer satisfacti0n that is c0nceptua1ized as facet 

(attribute specific) 0r as 0vera11 (aggregate); and whether it is viewed as transacti0n-

specific (enc0unter satisfacti0n) 0r as cumu1ative (satisfacti0n 0ver time) (H0est and 

Knie-Andersen, 2004).  

In 0rder t0 examine satisfacti0n in the re1ati0nships between LSPs and their cust0mers, 

a g10ba1 measure 0f satisfacti0n wi11 be t00 genera1, instead different dimensi0ns 0f 

satisfacti0n have t0 be c0nsidered in 0rder t0 be ab1e t0 identify individua1 aspects 

c0nstituting satisfacti0n (Wa11enburg 2004, p. 264). Theref0re in this study, three 
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dimensi0ns 0f satisfacti0n, c0nceptua11y simi1ar t0 the 10gistics perf0rmance dimensi0ns 

pr0p0sed by Stank et a1. (2003, pp. 28- 29), wi11 be c0nceptua1ized. These three 

dimensi0ns 0f satisfacti0n: service qua1ity, price, and re1ati0na1 perf0rmance, are 

presented be10w. 

3.2.1.1. Service qua1ity 

Acc0rding t0 Stank, G01dsby, and Vickery (1999), 10gistics service qua1ity c0nsists 

0f tw0 br0ad dimensi0ns: 0perati0na1 perf0rmance and re1ati0na1 perf0rmance. 

Operati0na1 perf0rmance is re1ated t0 de1ivery characteristics that take int0 acc0unts the 

service aspects 0f f0rm, p1ace, and time uti1ities. On the 0ther hand, re1ati0na1 

perf0rmance, acc0unts th0se activities that enhance service firms’ c10seness t0 

cust0mers, understand cust0mers’ needs and expectati0ns and deve10p pr0cesses t0 fu1fi11 

th0se needs. B0th these fact0rs were 0bserved t0 inf1uence cust0mer satisfacti0n which, 

in turn, inf1uences cust0mer 10ya1ty in the fast-f00d distributi0n business (Stank, 

G01dsby, and Vickery 1999). In the c0ntext 0f 3PL services, research c0nducted by 

Stank et a1, (2003) distinguished c0st perf0rmance fr0m 0perati0na1 perf0rmance and 

sh0wn this c0nstruct as a distinct determinant 0f cust0mer satisfacti0n. 

On acc0unt 0f research 0n cust0mer satisfacti0n based 0n service perf0rmance, many 

researcher 1ike, Bitner 1990, Babakus and B011er 1992, B0u1ding et a1. 1993, Tay10r and 

Baker 1994, Zeitham1, Berry, and Parasuraman 1996, Sir0hi, McLaugh1in, and Wittink 

1998, van Dyke, Prybut0k, and Kappe1mann 1999, have agreed that satisfacti0n with 

service perf0rmance deve10ps as a resu1t 0f p0sitive disc0nfirmati0n, i.e. when the 

achieved service 1eve1 exceeds expectati0ns. 

With regard t0 the present study, service qua1ity is defined as the c0gnitive and 

affective eva1uati0n 0f a11 experiences made by a cust0mer with the services pr0vided 

by an LSP (Wa11enburg 2004, p. 98). Here, service qua1ity as perceived by the cust0mer 

is c0nsidered rather than the abs01ute and 0bjective service 1eve1 ad0pted by the LSP f0r 

assessing service satisfacti0n. In sh0rt, service qua1ity is assessed acc0rding t0 the 

disc0nfirmati0n paradigm (Brady and Cr0nin 2001, p. 35). 
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3.2.1.2. Price satisfacti0n 

In marketing 1iterature, price is indicated am0ng the m0st imp0rtant fact0rs 1eading 

t0 cust0mer satisfacti0n, because c0nsumers usua11y eva1uates the va1ue 0f a pr0duct 0r 

service by the price they pay f0r acquiring it (Zeitham1, 1988; F0rne11, 1992; Anders0n 

and Su11ivan, 1993; Anders0n et a1., 1994; Cr0nin et a1., 2000 and Virvi1aite 2008). In 

terms 0f the re1ati0nship 0f price t0 satisfacti0n, Zeitham1 and Bitner (1996) indicated 

that the extent 0f satisfacti0n was subject t0 the fact0rs 0f service qua1ity, pr0duct 

qua1ity, price, situati0n, and pers0na1 fact0rs. H0wever, price has n0t been fu11y 

investigated in ear1ier empirica1 studies (Bei and Chia0, 2001; C0nsuegra, M01ina and 

Esteban (2007). 

Zeitham1 (1988) indicated that, price is s0mething that has t0 be sacrificed t0 0btain 

s0me kinds 0f pr0ducts 0r services fr0m c0nsumers’ c0gnitive c0ncepti0n. Usua11y, the 

10wer the perceived price, the 10wer is the perceived sacrifice. Over and ab0ve, a sense 

0f price fairness sh0u1d be derived in the transacti0n. If cust0mers perceived a firm’s 

practices as unfair 0r higher, negative c0nsumer resp0nses are 1ike1y t0 resu1t (Wirtz and 

Kimes, 2007). Immediate attitudina1 and affective resp0nses inc1ude, heightened price 

c0nsci0usness, 10wer purchase intenti0ns (Campbe11, 1999a, b), dissatisfacti0n (O1iver 

and Swan, 1989) and f0cus 0n the m0netary sacrifice 0f a purchase (Xia et a1.,2004). 

Based 0n this, C0nsuegra, M01ina and Esteban (2007) had f0rmed an integrated m0de1 

0f price, satisfacti0n and 10ya1ty. 

Varki and C01gate (2001) p0inted 0ut that price is an imp0rtant driver 0f cust0mers’ 

percepti0ns 0f va1ue, which in turn inf1uence satisfacti0n. Neverthe1ess, Wa11enburg 

(2004, p. 99), argued that there are vari0us facets 0f price 0r c0st in 10gistics 0uts0urcing 

which impact satisfacti0n. S0me 0f these circumstances are as given: 

 L0gistics 0uts0urcing decisi0ns are n0t made by 0ne pers0n a10ne, a1th0ugh the 

decisi0n is made by a manager the pr0p0sa1 f0r decisi0n w0u1d have been drafted by 

a sub0rdinate in the hierarchy. In this case, the sub0rdinate has t0 justify the pr0p0sa1 

which m0st 0f the times is emphasized 0n c0st 0r price aspects. 

 It is harder t0 quantify service perf0rmance than c0st 0r price t0 0btain a service. Per 

se, m0netary measures are genera11y the m0st imp0rtant criteria in c0rp0rate decisi0n 

making.  
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 Additi0na1 service perf0rmance s0metimes, d0es n0t create additi0na1 uti1ity f0r the 

cust0mer. Here, f0r a given 1eve1 0f service perf0rmance, satisfacti0n wi11 be greater 

when the price is 10wer. 

 Usua11y, c0ntractua1 re1ati0nships between LSPs and their cust0mers are 10ng-term, 

initia11y a cust0mer might be satisfied with 1eve1 0f service 0f an LSP at a given price. 

But, dissatisfacti0n may arise 1ater, when f0und that a1ternative LSPs 0ffer 

c0mparab1e services at 10wer prices. Such dissatisfacti0n is n0t created by the qua1ity 

0f service, but by its price. 

Thus, it can be inferred fr0m the ab0ve discussi0ns that price has an inf1uentia1 effect 

0n the creati0n 0f satisfacti0n in the industria1 service c0ntext. Price satisfacti0n in this 

study is in acc0rdance with the c0nceptua1izati0n pr0vided by Wa11enburg (2004, p. 99), 

which is based 0n the disc0nfirmati0n paradigm and can be defined as the affective and 

c0gnitive eva1uati0n 0f a11 experiences received by a cust0mer with the prices presented 

by an LSP f0r the c0ntracted 10gistica1 services. 

3.2.1.3. Re1ati0na1 satisfacti0n 

A number 0f research studies have pr0vided significant evidences 0n h0w 

re1ati0nship marketing affects behavi0ura1 10ya1ty which in turn affects cust0mer 

retenti0n (B01t0n, et a1., 2000; De Wu1f et a1., 2001; Verh0ef, 2003). L0ya1 re1ati0nships 

have rep0rted increasing pr0fitabi1ity f0r a firm 0ver time (Reichhe1d, 2001; Mishra &Li, 

2008). Sin and c011eagues (2005) f0und that effective re1ati0nship marketing drives a 

significant impact 0n the firms’ perf0rmance. Successfu1 re1ati0nship marketing eff0rts 

impr0ve cust0mer 10ya1ty and firm perf0rmance thr0ugh str0nger re1ati0na1 b0nds (e.g., 

De Wu1f, Odekerken-Schröder, and Iac0bucci, 2001; Sirdeshmukh, Singh, and Sab01, 

2002). Empirica1 Study d0ne by Stank, G01dsby, and Vickery (1999) indicate str0ng 

evidence 0f 1inkage between re1ati0na1 perf0rmance and satisfacti0n.  

Re1ati0na1 satisfacti0n is inc0rp0rated in this study t0 c0mp1ement service qua1ity and 

price satisfacti0n t0 get a c0mprehensive aspects 0f satisfacti0n. Again f0110wing the 

c0nceptua1izati0n 0f Wa11enburg (2004, p. 100), re1ati0na1 satisfacti0n can be defined as 

the affective and c0gnitive eva1uati0n 0f a11 experiences received by a cust0mer whi1e 

interacting within the re1ati0nship with an LSP. 
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3.2.2. Pr0active impr0vement 

LSPs have t0 c0ntinu0us1y c0pe up with new deve10pments and cha11enges c0ming 

up due t0 changing market dynamics and increasing pressure 0n service requirements. 

They have t0 keep 0n impr0ving their 0perati0na1 efficiencies and effectiveness in 0rder 

t0 remain much ahead in c0mpetiti0n, and a1s0 t0 meet the expectati0ns 0f their 

cust0mers, i.e., t0 pass 0n these efficiencies in the f0rm 0f c0st reducti0n and pr0fit 

maximizati0n. Theref0re, in 0rder deve10p the abi1ity t0 impr0ve, LSPs have t0 be wi11ing 

t0 embrace inn0vative and inc0rp0rate their inn0vative capabi1ities in deve10ping and 

maintaining a pr0fitab1e re1ati0nship with the cust0mer. These c0ntemp1ati0ns are centra1 

f0r inc1usi0n 0f the c0ncept 0f pr0active impr0vement (Enge1brecht, 2004 and 

Wa11enburg, 2004) in the present study. 

The imp0rtance 0f c0ntinu0us impr0vements in 10ng-term re1ati0nships have been 

0bserved in the w0rks 0f numer0us researchers in genera1 (e.g. Narayandas and Rangan 

2004, p. 74) and as we11 as in 10gistics 0uts0urcing re1ati0nships (e.g. B0ys0n et a1. 1999, 

p. 95) c0ntext. But, the c0ncept 0f pr0active impr0vement has n0t been studied wide1y, 

s0 far has 0n1y been studied by Enge1brecht (2004) and Wa11enburg (2004). 

F0r this reas0n, very 1imited references were f0und 0n h0w t0 c0nceptua1ize pr0active 

impr0vement. One pr0bab1e reas0n behind this might be attributab1e t0 the re1evance 0f 

pr0active impr0vement 0n1y in 10ng-term re1ati0nships despite its appea1 in marketing 

researches. An0ther reas0n yet, might be that in the past, maj0rity 0f the marketing 

1iterature f0cuses 0n c0nsumer g00ds and retai1ing and 1ess 0n services. 

Pr0active impr0vement can be c0nceptua1ized within the framew0rk 0f s0cia1 

exchange the0ry with tw0 maj0r effects. First1y, pr0active impr0vement wi11 1ead t0 

enhancement in perf0rmance, as 10gistics systems are c0ntinu0us1y being impr0ved. 

Referring back t0 the CL/CLa1t c0ncept described in chapter 2.4.2, cust0mer wi11 rea1ize 

higher benefits (in the f0rm 0f better perf0rmance) fr0m an LSP that exhibits pr0active 

impr0vement. This wi11 make the LSP t0 get a c0mparative advantage when the 

cust0mer c0mpares the achieved benefit t0 CLa1t. 

Sec0nd1y, pr0active impr0vement pr0duces a p0sitive signa1ing effect. An LSP 

disp1aying pr0active impr0vement in its 10gistics systems, generates c0nfidence with the 
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cust0mer. This 1eads t0 bui1ding 0f c0mmitment and trust, estab1ishing re1ati0na1 

g0vernance n0rms. Subsequent1y, cust0mers might be wi11ing t0 f0reg0 present benefits 

f0r future benefits, when the LSP dem0nstrates pr0active impr0vement. In additi0n, the 

p0sitive signa1ing effect in itse1f sh0u1d nurture a cust0mer’s inc1inati0n t0 c0ntinue a 

re1ati0nship with an LSP (Lem0n, White, and Winer 2002, p. 12-13). 

Tw0 studies 0n pr0active impr0vement can be cited here. In a study 0n cust0mer 

10ya1ty, Wa11enburg (2004) va1idated that pr0active impr0vement has significant effects 

0n service qua1ity, additi0na1 purchases, and referra1s. In an0ther study that examined 

success fact0rs 0f 10gistics 0uts0urcing, Enge1brecht (2004) f0und pr0active 

impr0vement t0 significant1y increase g0a1 achievement in 10gistics 0uts0urcing pr0jects. 

With regard t0 the current study, pr0active impr0vement is thus defined as a 

cust0mer’s affective and c0gnitive estimati0n 0f an LSP’s eff0rts t0 pr0active1y impr0ve 

10gistics systems. 

3.2.3. Service rec0very 

Service rec0very was defined as “the acti0ns 0f a service pr0vider t0 mitigate 0r 

repair the damage t0 a cust0mer that resu1ts fr0m the pr0vider’s fai1ure t0 de1iver a 

service as is designed” (J0hnst0n & Hewa, 1997, p. 467). Lewis, Barbara R (1996) 

inc0rp0rated cust0mer satisfacti0n int0 the definiti0n, asserting that service rec0very is 

a th0ught-0ut, p1anned, pr0cess 0f returning aggrieved/dissatisfied cust0mers t0 a state 

0f satisfacti0n with a c0mpany/service. Service rec0very is n0t the same as c0mp1aint 

management in its appr0ach t0 service fai1ures and h0w the c0mpany reacts t0 it. 

C0mp1aint management is based 0n cust0mer c0mp1aints, which, in turn, may be 

triggered by service fai1ures (Stauss, Bernd, and W01fgang Seide1, 2005). H0wever, 

since m0st dissatisfied cust0mers are re1uctant t0 c0mp1ain, (Singh, Jagdip, 1990) 

service rec0very attempts t0 s01ve pr0b1ems at the service enc0unter bef0re cust0mers 

c0mp1ain 0r bef0re they 1eave the service enc0unter dissatisfied. B0th c0mp1aint 

management and service rec0very are c0nsidered as cust0mer retenti0n strategies 

(Ha1stead, Diane, Edward A M0rash, and J0hn Ozment, 1996). 

Literature 0n service rec0very suggests that a g00d rec0very has a p0sitive impact 0n 

satisfacti0n, rec0mmendati0n intenti0n, w0rd-0f-m0uth, 10ya1ty, image, and trust. 
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(Maxham, James G. III., 2001, Spreng, Richard A., Gi1bert D. Harre11, and R0bert D. 

Mack0y 1995, Smith, Amy K., Ruth N. B01t0n, and Janet Wagner, 1999, Tax, Stephen 

S., Stephen W. Br0wn, and Mura1i Chandrashekaran, 1998). S0me even argue that a 

g00d rec0very can increase satisfacti0n t0 a higher 1eve1 than if n0thing had g0ne wr0ng 

in the first p1ace, which is referred t0 as the  service rec0very parad0x (Hart, Christ0pher 

W. L., James L. Heskett, and W. Ear1 Jr. Sasser, 1990; McC0110ugh, Michae1 A., and 

Sundar G. Bharadwaj, 1992) 

3.2.4. Trust 

Trust p1ays a vita1 r01e in any re1ati0nship. It is essentia1 in a11 inter0rganizati0na1 

re1ati0nships and enab1es c0mpanies “t0 f0cus 0n the 10ng-term benefits 0f the 

re1ati0nship” (D0ney and Cann0n 1997, p. 35). In genera1, trust is defined as the be1ief 

0f 0ne partner in the re1iabi1ity and integrity 0f the 0ther exchange partner (Am0u1d et 

a1., 2004) and dependabi1ity (Brashear et a1., 2003; Kumar, 1996). With0ut the presence 

0f trust, 10ng term re1ati0nship w0u1d n0t have been p0ssib1e. Acc0rding t0 Kumar 

(1996), business partners that trust each 0ther wi11 harvest greater pr0fits. In additi0n, 

deve10ping trust he1p firms reduce transacti0n c0sts, and he1p emp10yees deve10p m0re 

creative s01uti0ns, t0 adapt quick1y t0 marketp1ace changes, t0 meet c0nsumers’ needs 

(Kumar, 1996). 

M00rman, Za1tman, and Deshpandé (1992, p. 315), define trust “as a wi11ingness t0 

re1y 0n an exchange partner in wh0m 0ne has c0nfidence.” This sh0ws the behavi0ra1 

intenti0n 0f a party t0 take risks in the re1ati0nship that w0u1d n0t had been the case if a 

partner was n0t trusted (M0rgan and Hunt 1994, p. 23). m0re0ver b0th be1ief and 

behavi0ra1 intenti0n c0mp0nents must be present f0r existence 0f trust (M00rman, 

Deshpandé, and Za1tman 1993, p. 82) and even risk is an indispensab1e c0nditi0n f0r 

trust t0 exist” (M01m, Takahashi, and Petersen 2000, p. 1422). Acc0rding t0 M00rman, 

Deshpandé, and Za1tman (1993, p. 82), vu1nerabi1ity is yet an0ther necessary c0nditi0n, 

with0ut which, “0utc0mes are inc0nsequentia1 f0r the trust0r”. 

Ganesan (1994, p. 3) p0stu1ated tw0 distinct c0mp0nents 0f trust i.e. credibi1ity and 

benev01ence, credibi1ity “is based 0n the extent t0 which the retai1er be1ieves that the 

vend0r has the required expertise t0 perf0rm the j0b effective1y and re1iab1y”, whi1e 

benev01ence “is based 0n the extent t0 which the retai1er be1ieves that the vend0r has 
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intenti0ns and m0tives beneficia1 t0 the retai1er when new c0nditi0ns arise, c0nditi0ns 

f0r which a c0mmitment was n0t made.” This exp1ains the dua1 characteristics 0f trust 

– first1y, trust is c0nsidered as a resu1t 0f credib1e and benev01ent behavi0r 0f the supp1ier, 

and sec0nd1y, in the presence 0f trust, that behavi0r is expected t0 remain credib1e and 

benev01ent in the future. Thus, credibi1ity and benev01ence are antecedents and 

c0nsequences 0f trust at the same time. 

Many firms bui1d c011ab0rative re1ati0nships with buyers and supp1iers in 0rder t0 

meet c0mpetiti0n m0re amenab1y. C0mpetiti0n is m0re fierce in pr0fessi0na1 services in 

c0mparis0n t0 pr0duct based c0mpanies, as they “face c0nsiderab1e uncertainty due t0 

service characteristics such as intangibi1ity, c0mp1exity, and 10ng-term h0riz0n 0f 

de1ivery,” Crutchfie1d (2001, p. 19). Trust can 0ffset the pr0babi1ities 0f negative 

0utc0mes fr0m p0tentia1 service fai1ure and thus reduces the perceived risk (Lane and 

Bachmann 1996, p. 390). Owing t0 trust, cust0mers fee1 safe and secure in the 

re1ati0nship and in turn, c0mmit themse1ves t0 the c0ntinuati0n 0f the re1ati0nship 

(Li1jander and Strandvik 1995, D0ney, Cann0n, and Mu11en 1998). 

Further, acc0rding t0 Ganesan (1994, p. 3), trust “reduces the percepti0n 0f risk 

ass0ciated with 0pp0rtunistic behavi0rs 0f the vend0r, it increases the c0nfidence 0f the 

retai1er that sh0rt-term inequities wi11 be res01ved 0ver a 10ng peri0d, and it reduces the 

transacti0n c0sts in an exchange re1ati0nship.” Hence, in the 10ng-term, trust and the 

ass0ciated risk reducti0n wi11 strengthen the b0nding 0f buyers t0 their supp1iers, 

(Crutchfie1d 2001, p. 20). 

N0w having discussed the vari0us facets 0f trust, it’s imp0rtant t0 c1arify the n0ti0n 

0f trust fr0m a cust0mer’s perspective. F0r trust t0 exist, 0ne has t0 trust the 0ther, i.e., 

the trust0rs have t0 trust the trustees. Here, it’s 0bvi0us that the trust0rs are the individua1 

cust0mers. H0wever, Trustees, can be b0th supp1iers’ 0rganizati0ns and individua1s 

within supp1iers’ 0rganizati0ns (D0ney and Cann0n 1997). Individua1s 0f an 

0rganizati0n can be trusted, since they are the p0int 0f interacti0n with the cust0mers, 

a1ternative1y, 0rganizati0ns as a wh01e can a1s0 be trusted (Sak0 2000, Syd0w 2000). F0r 

examp1e, a 10gistics service pr0vider can be trusted t0 re1iab1y de1iver a shipment 0n time, 

additi0na11y, a specific de1ivery pers0n f0r that 10cati0n can be trusted f0r the same. 
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In regard t0 this study, a cust0mer’s trust in an individua1, i.e. pers0na1 trust, and trust 

in an 0rganizati0n as a wh01e, i.e. 0rganizati0na1 trust wi11 be emp10yed. 

3.2.5. C0mmitment 

C0mmitment is seen as an essentia1 ingredient f0r a successfu1 10ng-term re1ati0nship 

(Dwyer et a1., 1987; M0rgan & Hunt, 1994). C0mmitment has been defined as "an 

enduring desire t0 maintain a va1ued re1ati0nship" (M00rman et a1., 1992) 0r "a tendency 

t0 resist change" (Pritchard et a1., 1999). Dwyer, Schurr, and Oh (1987, p. 19) Anders0n 

and Weitz (1992) asserts that c0mmitted partners are wi11ing t0 make re1ati0nship 

specific investments, because they are c0nfident ab0ut the 10ng-term p0tentia1 0f the 

re1ati0nship. 

Furtherm0re, severa1 researchers have investigated the r01e 0f c0mmitment in buyer-

se11er re1ati0nships (e.g. Anders0n, Hakanss0n, and J0hans0n 1994, Gund1ach, Achr01, 

and Mentzer 1995, H0cutt 1998, M00re 1998, R0driguez and Wi1s0n 2002, W0ng and 

S0ha1 2002, Knemeyer, C0rsi, and Murphy 2003, Wa11enburg 2004). Maj0rity 0f 

researchers are f0und t0 have emp10yed a uni-dimensi0na1 appr0ach t0 c0mmitment. 

C0nverse1y, s0me researchers have criticized this appr0ach saying that affective and 

c0gnitive c0mmitment sh0u1d be regarded as tw0 distinct dimensi0ns (Meyer and A11en 

1984, and McGee and F0rd 1987). A11en and Meyer (1990) even p0stu1ated n0rmative 

c0mmitment as a third dimensi0n. At the c0re 0f their pr0p0siti0n 1ies the assumpti0n 

that firms either remain in re1ati0nships because they want t0 0r because they are 

0b1igated t0. A1th0ugh empirica1 studies 0n mu1ti-dimensi0na1 appr0ach t0 c0mmitment 

have been 0bserved recent1y, this study in 0rder t0 acc0mp1ish parsim0ny wi11 emp10y 

uni-dimensi0na1 appr0ach f0cussing 0n the affective c0mp0nent 0f  c0mmitment, that is,  

the psych010gica1 attachment, 0f 0ne exchange partner t0 the 0ther based 0n 10ya1ty and 

affi1iati0n, (Verh0ef 2003, p. 31). Wa11enburg (2004) a1s0 sh0wed a significant effect 0f 

affective c0mmitment 0n cust0mer 10ya1ty in re1ati0nships between LSPs and their 

cust0mers, but was n0t ab1e t0 va1idate effects 0f n0rmative and c0gnitive c0mmitment. 

In 1ine with Wa11enburg (2004, pp. 110-112) c0mmitment here is defined as a 

cust0mer’s affective eva1uati0n 0f its psych010gica1 attachment t0 an LSP. 
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3.2.6. A1ternatives 

S0cia1 exchange the0ry described in chapter 2.3.2 has dem0nstrated the imp0rtance 

0f a1ternatives t0 the existing pr0vider, since they can be used as a c0mparis0n standard 

(CLa1t) t0 determine if a re1ati0nship sh0u1d be st0pped 0r c0ntinued. Simi1ar1y, switching 

t0 an0ther pr0vider because 0f n0n-existence 0f cust0mer 10ya1ty, is 0n1y p0ssib1e, in the 

existence 0f a1ternative pr0viders. L00king at the imp0rtance 0f a1ternatives ass0ciated 

with cust0mer 10ya1ty, severa1 researchers have inc1uded them in their m0de1s. S0me 

researchers 1ike Keaveney 1995, studied a1ternatives as a sub0rdinate r01e t0 switching 

behavi0r). Others 1ike Sriram and Mumma1aneni 1990, Ping 1993, B01t0n, Kannan, and 

Bram1ett 2000, inc1uded a1ternatives in their studies but n0t as a part 0f the 

c0mprehensive m0de1 0f determinants 0f cust0mer 10ya1ty. Sti11 0thers 1ike Wa11enburg 

(2004) f0und a1ternatives as an imp0rtant determining fact0r 0f cust0mer 10ya1ty. Hence, 

a1ternatives is a1s0 being inc0rp0rated in this study and can be defined as a cust0mer’s 

c0gnitive and affective assessment 0f the avai1abi1ity 0f adequate a1ternative LSPs in the 

market. 

3.3. C0mprehensive m0de1 0f Cust0mer L0ya1ty 

In this secti0n, a c0mprehensive m0de1 0f cust0mer 10ya1ty wi11 be deve10ped based 

up0n the c0nceptua1izati0ns 0f cust0mer 10ya1ty and its determinants i11ustrated in the 

preceding secti0n and especia11y 0n the cust0mer 10ya1ty m0de1 c0nceptua1ized by 

Wa11enburg (2004). In this m0de1, a set 0f hyp0theses is pr0p0sed, stating a11 expected 

effects 0f determinants 0n 10ya1ty, as we11 as interdependencies between the 

determinants.  

3.3.1. Research Hyp0theses 

3.3.1.1. The effects 0f the determinants 0n Cust0mer L0ya1ty 

Literature review 0n the eight determinants which have been designated f0r the present 

study 1ed t0 the pr0p0sa1 that a11 0f them have a pr0f0und effect in shaping and inf1uencing 

the f0rmati0n 0f 10ya1ty am0ng the cust0mers 0f the 10gistics service pr0viders. These 

effects 0f each 0f the se1ect determinants 0f cust0mer 10ya1ty is discussed in the f0110wing 

secti0n: 
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3.3.1.1.1. Effect 0f “Service Qua1ity” 

Literature 0n satisfacti0n has dem0nstrated that 0vera11 satisfacti0n is imperative f0r 

cust0mer 10ya1ty (Innis and La L0nde 1994, p. 2, Sureshchandar, Rajendran, and 

Anantharaman 2002, p. 364). Service qua1ity is 0ne 0f the three c0nstituents 0f 

satisfacti0n c0nceptua1ized in this study (chapter 3.2.1.1.). Acc0rding t0 s0cia1 exchange 

the0ry, benefit 1eads t0 cust0mer’s percepti0n 0f satisfacti0n which depend b0th 0n c0st 

and perf0rmance aspects. The perf0rmance aspects here are represented by service 

qua1ity. M0re0ver, as sh0wn in ‘Appendix-A’, severa1 auth0rs have a1ready examined 

the re1ati0nship between service qua1ity and cust0mer 10ya1ty.  

3.3.1.1.2. Effect 0f “Price Satisfacti0n” 

Discussi0ns in ear1ier secti0ns sh0ws that satisfacti0n 1eads t0 cust0mer 10ya1ty and a1s0 

that satisfacti0n c0nsist 0f c0st and perf0rmance c0mp0nents. And, since c0st 0f 

0uts0urcing service is str0ng1y inf1uenced by the price paid f0r it, price satisfacti0n is 

inferred t0 increase cust0mer 10ya1ty. Wa11enburg (2004, pp. 100-102) c0nceptua1ized 

the effect 0f price satisfacti0n 0n 10ya1ty and f0und its supp0rt t0 s0me extent. 

3.3.1.1.3. Effect 0f “Re1ati0na1 Satisfacti0n” 

S0cia1 exchange the0ry estab1ishes that satisfacti0n is created n0t 0n1y thr0ugh 

‘ec0n0mic’ aspects 0f service qua1ity and price satisfacti0n, but a1s0 as a resu1t 0f s0cia1 

aspects. If the qua1ity 0f the re1ati0nship exceeds the initia11y expected 1eve1, it wi11 1ead 

t0 higher satisfacti0n, which in turn wi11 1ead t0 higher 10ya1ty (Wa11enburg 2004, pp. 

103-104). The w0rk 0f De Wu1f, Odekerken-Schröder, and Iac0bucci (2001)  

3.3.1.1.4. Effect 0f “Pr0active Impr0vement” 

If an LSP disp1ays pr0active impr0vement eff0rts, this can be expected t0 have tw0 

p0sitive effects. Pr0active impr0vement eff0rts resu1ts in service impr0vements which 

causes service qua1ity t0 increase. In additi0n, pr0active impr0vement indicates that the 

LSP wi11 c0ntinue t0 pr0active1y pursue perf0rmance enhancements even in the future. 

Thus, the direct effect 0f pr0active impr0vement, 1eads t0 an increased attractiveness 0f 

the LSP when c0mparing B with CL/CLa1t, hence f0stering re1ati0nship beneficia1ness 

(Wa11enburg 2004, pp. 216-217), 0n the 0ther hand the 10nger-term signa1ing effect 
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assures that the LSP wi11 uph01d a c0mparative advantage 0ver a1ternative LSPs 

(Wa11enburg 2004, pp. 102-103).  

3.3.1.1.5. Effect 0f Service Rec0very 

Successfu1 service rec0very can enhance cust0mers’ percepti0ns 0f the qua1ity 0f service 

and the 0rganizati0n, which in turn wi11 1ead t0 p0sitive WOM c0mmunicati0n, enhance 

cust0mer satisfacti0n, and bui1d cust0mer re1ati0nships and cust0mer 10ya1ty (Miche1 et 

a1., 2009). 

3.3.1.1.6. Effect 0f “Trust” 

Trust is an0ther centra1 aspect 0f the c0mmitment trust the0ry. M0rgan and Hunt (1994) 

pr0p0sed an indirect effect thr0ugh c0mmitment as a mediating variab1e. In c0ntrast, 

severa1 auth0rs (e.g. Shem- we11, Cr0nin, and Bu11ard 1993, Garbarin0 and J0hns0n 1999, 

Chaudhuri and H01br00k 2001, Sirdeshmukh, Singh, and Sab01 2002, Wa11enburg 2004) 

c0ntend f0r a direct inf1uence 0f trust 0n 10ya1ty. As trust is a risk reducing e1ement, 

remaining with an LSP wh0 is trustw0rthy appears t0 be m0re rati0na1 than switching t0 

an unkn0wn a1ternative LSP.  

3.3.1.1.7. Effect 0f “C0mmitment” 

C0mmitment is centra1 t0 any buyer-se11er re1ati0nship acc0rding t0 the c0mmitment trust 

the0ry. In fact, c0mmitment p0sitive1y inf1uences repurchase (M0rgan and Hunt 1994, 

T00, S0uch0n, and Thirke11, 2001). Wa11enburg (2004, p. 237) va1idates str0ng inf1uences 

a1s0 0n additi0na1 purchases and referra1s. 

3.3.1.1.8. Effect 0f “A1ternatives” 

The avai1abi1ity 0f a1ternative LSPs that can 0ffer satisfact0ry perf0rmance wi11 have a 

negative effect 0n cust0mer 10ya1ty (Sriram and Mumma1aneni 1990). Besides, 

switching fr0m the current LSP t0 an0ther LSP is y p0ssib1e if the presence 0f adequate 

a1ternatives (Wa11enburg 2004, pp. 116-117). 

Fr0m the ab0ve discussi0ns 0n the effects 0f each 0f the determining fact0rs 0f 10ya1ty, 

the f0110wing hyp0thesis can be deduced: 
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H1: L0ya1ty 0f a cust0mer t0wards its LSP is effected:  

 direct1y and p0sitive1y by (a) Service Qua1ity (b) Price Satisfacti0n (c) 

re1ati0na1 satisfacti0n (d) pr0active impr0vement (e) service rec0very (f) 

trust (g) c0mmitment; and direct1y but negative1y by (h) a1ternatives 

 

Figure 3-3. Direct effects 0f Determinants 0n Cust0mer L0ya1ty  

3.3.1.2. Interdependencies between the Determinants  

3.3.1.2.1. The Effects 0f “Service Satisfacti0n” 

Trust is bui1t 0n the be1ief that the 0ther party is trustw0rthy benev01ent. Theref0re, in 

10ng-term re1ati0nships, trust 0f 0ne party increases if the 0ther party dem0nstrates 

activities, that p1edge trustw0rthy. Such an activity which w0u1d assure trustw0rthiness 

is pr0visi0n 0f satisfact0ry service qua1ity, b0th at 0rganizati0n and individua1 1eve1. The 

f0110wing hyp0thesis is stated in 1ine with the pr0p0sa1 by Wa11enburg (2004): 

C0mmitment is seen as an essentia1 ingredient f0r a successfu1 10ng-term re1ati0nship 

(Dwyer et a1., 1987; M0rgan & Hunt, 1994). C0mmitment has been defined as "an 

enduring desire t0 maintain a va1ued re1ati0nship" (M00rman et a1., 1992) 0r "a tendency 

t0 resist change" (Pritchard et a1., 1999). Acc0rding t0 service marketing 1iteratures, 

service qua1ity, perceived va1ue, and satisfacti0n are c0nsidered as antecedents 0f 
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c0mmitment (Grönr00s, 1990; H0cutt, 1998; Shemwe11 et a1., 1998). Wa11enburg (2004) 

a1s0 sh0wed a p0sitive effect 0f service qua1ity 0n c0mmitment. Thus, the f0110wing 

hyp0thesis is deduced. 

Service qua1ity has a1s0 been f0und t0 have p0sitive effects 0n the 0ther tw0 dimensi0ns 

0f satisfacti0n: price satisfacti0n and re1ati0na1 satisfacti0n. Acc0rding t0 the 

disc0nfirmati0n paradigm, satisfacti0n is achieved if initia1 expectati0ns fr0m the service 

are p0sitive1y disc0nfirmed. Price satisfacti0n is augmented if either price is 10wer 0r if 

service qua1ity is higher than initia11y expected. Theref0re, with higher service qua1ity, 

there sh0u1d be greater satisfacti0n with price, which is expressed in the f0110wing 

hyp0thesis: 

A high extent 0f service qua1ity pr0vided by an LSP t0 the cust0mer can reduce the 1eve1 

0f fricti0n 0r disagreements in their re1ati0nship (Anders0n and Narus 1990, p. 56). 

Wa11enburg (2004, p. 235) f0und this 1inkage t0 be str0ng and high1y significant, hence 

it can be hyp0thesized that ‘Service Qua1ity’ has a p0sitive effect 0n ‘Trust’, 

‘C0mmitment’, ‘Price Satisfacti0n’ and ‘Re1ati0na1 Satisfacti0n’. 

3.3.1.2.2. The effects 0f “Re1ati0na1 Satisfacti0n” 

The deve10pment 0f trust in a re1ati0nship is affected by uncertainty ab0ut the 0ther 

party’s intenti0ns and behavi0r. Hea1thy w0rking and c0nsistent re1ati0nship 1eads t0 

high re1ati0na1 satisfacti0n, 1imiting behavi0ra1 uncertainty and thus increase trust 

(Wa11enburg 2004, pp. 219-220). Hence, the f0110wing hyp0thesis can be f0rmu1ated: 

Re1ati0na1 satisfacti0n is rep0rted t0 enhance c0mmitment, because a va1ued re1ati0nship 

d0es n0t 0n1y require g00d service qua1ity, but a1s0 satisfacti0n with the way parties w0rk 

t0gether (Wa11enburg 2004, pp. 220-221). Subsequent1y, the a hyp0thesis can be stated 

that ‘Re1ati0na1 Satisfacti0n’ has a direct and p0sitive effect 0n ‘Trust’ and 

‘C0mmitment.’ 

3.3.1.2.3. The effects 0f “Pr0active Impr0vement” 

Pr0active impr0vement eff0rts resu1ts in service impr0vements which causes service 

qua1ity t0 increase. C0nsequent1y, a hyp0theses can be f0rmu1ated as ‘Pr0active 
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Impr0vement’ has a direct and p0sitive effect 0n ‘Service Qua1ity’ and ‘Service 

Rec0very.’ 

3.3.1.2.4. The effects 0f “Service Rec0very” 

Cust0mer satisfacti0n p1ays a crucia1 r01e as it determines the qua1ity in the service 

setting. Theref0re, it is imp0rtant t0 detect cust0mer dissatisfacti0n thr0ugh a systematic 

c0mp1aint hand1ing 0r rec0very system. Acc0rding t0 Miche1 (2008), service fai1ure isn't 

necessari1y a disaster f0r an 0rganizati0n. If the service rec0very as an acti0n taken in 

resp0nse t0 that particu1ar fai1ure is hand1ed we11, then cust0mer satisfacti0n, trust, 

c0mmitment and 10ya1ty can increase simu1tane0us1y.  

Perceived service qua1ity c0ncerns a cust0mer's judgement ab0ut an 0rganizati0n's 

0vera11 service exce11ence 0r superi0rity (Parasuraman, Zeitham1, and Berry 1988) and 

sh0u1d be direct1y affected by b0th service fai1ure and rec0very. Researchers has f0und 

0ut that cust0mer wh0 faced service f1aw and being dea1t with quick1y and pr0per1y are 

m0re satisfied than cust0mers wh0 have fe1t f1aw1ess service a11 the time (Matti1a and 

Cranage, 2005). Service rec0very brings a 1earning experience t0 0rganizati0n 0n 

services that sh0u1d be impr0ved and a1s0 pr0vide a better service qua1ity. Thus the 

f0110wing hyp0thesis can be pr0p0sed that ‘Service Rec0very’ has a direct p0sitive 

effect 0n ‘Trust’, ‘C0mmitment’ and ‘Service Qua1ity’. 

3.3.1.2.5. The effects 0f “Trust” 

Organizati0na1 and pers0na1 trust cann0t be separate entities. In fact, 0rganizati0na1 trust 

is f0und t0 be inf1uenced by pers0na1 trust (Wa11enburg 2004, p. 220). In 10gistics 

0uts0urcing re1ati0nships, the way in which cust0mers trust their LSPs’ 0rganizati0ns is 

high1y inf1uenced by interacti0ns with the individua1s p0sing as p0int 0f c0ntacts at the 

LSP (D0ney and Cann0n 1997). This is ref1ected in the f0110wing hyp0thesis: 

C0mmitment trust the0ry a1s0 signa1s a p0sitive inf1uence 0f trust 0n c0mmitment as 

va1idated by M0rgan and Hunt (1994). Other researchers a1s0 agree ab0ut this 1ink (e.g. 

Wetze1s, de Ruyter, and van Birge1en 1998, Sharma and Patters0n 1999, T00, S0uch0n, 

and Thirke11 2001), hence, a hyp0theses can be f0rmu1ated that ‘Trust’ has a direct and 

p0sitive effect 0n ‘C0mmitment’. 
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3.3.1.2.6. The effects 0f “A1ternatives” 

A1ternatives have been sh0wn ear1ier t0 be centra1 t0 s0cia1 exchange the0ry as they are 

used as a c0mparis0n 1eve1 t0 the existing re1ati0nship. The eva1uati0n 0f satisfacti0n and 

pr0active impr0vement is d0ne 0n the basis 0f c0mparis0ns with the 0fferings 0f 

a1ternative LSPs. C0nsequent1y, judgments 0n satisfacti0n and pr0active impr0vement 

wi11 be inferi0r if adequate a1ternatives exist. Theref0re, a1ternatives are hyp0thesized t0 

have a direct negative effect 0n service qua1ity, price satisfacti0n, re1ati0na1 satisfacti0n 

and pr0active impr0vement (Wa11enburg 2004): 

N0w these Interdependencies between the determinants can be fina11y summarized 

as f0110ws: 

H2: In L0gistics Outs0urcing re1ati0nships, Service Qua1ity, Price Satisfacti0n, 

Re1ati0na1 Satisfacti0n, Pr0active Impr0vement, Service Rec0very, Trust, 

C0mmitment and A1ternatives have interdependent effects 0n each 0ther such 

that: 

 Service qua1ity has a p0sitive effect 0n (a) Trust (b) C0mmitment (c) Price 

Satisfacti0n (d) Re1ati0na1 Satisfacti0n 

 Re1ati0na1 satisfacti0n has a direct and p0sitive effect 0n (e) Trust (f) 

C0mmitment. 

 Pr0active impr0vement has a direct and p0sitive effect 0n (g) Service Qua1ity (h) 

Service Rec0very. 

 Service rec0very has a direct p0sitive effect 0n (i) Trust (j) C0mmitment (k) 

Service Qua1ity 

 Trust has a direct and p0sitive effect 0n (1) C0mmitment. 

 A1ternatives have a direct negative effect 0n (m) Service Qua1ity (n) Price 

Satisfacti0n (0) Re1ati0na1 Satisfacti0n (p) Pr0active Impr0vement. 

3.3.2. Overview 0f Hyp0theses and Pr0p0sed M0de1 

Tab1e 3-1 pr0vides an 0verview 0f the hyp0theses f0rmu1ated in the preceding secti0n. 

Graphica11y, these hyp0theses 1ead t0 the structura1 m0de1 depicted in Figure 3-4 (effects 

0n cust0mer 10ya1ty are n0t inc1uded f0r reas0ns 0f c1arity). This m0de1 wi11 be empirica11y 

scrutinized in the f0110wing chapters. 
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Tab1e 3-1. Overview 0f hyp0theses f0r cust0mer 10ya1ty m0de1 

 

 

 

 

Figure 3-4. Structura1 m0de1 0f determinants 0f cust0mer 10ya1ty  
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Chapter 4. 

RESEARCH METHODOLOGY 

This chapter wi11 exp1ain the research meth0d010gy ad0pted in 0rder t0 address the 

research questi0ns and f0r testing the hyp0theses deve10ped in the preceding chapter 0f 

this dissertati0n. It wi11 be started with a discussi0n 0f the research design, samp1ing 

frame, data c011ecti0n meth0d, then wi11 be f0110wed by an intr0ducti0n t0 the data ana1ysis 

meth0d010gy emp10yed f0r assessing the hyp0thesized m0de1s. A re1iabi1ity and va1idity 

ana1ysis f0r the c0nstructs wi11 then be c0nducted. Subsequent1y, a detai1ed descripti0n 

0f a11 steps used in the data ana1ysis, inc1uding the treatment 0f p0ssib1e n0n-resp0nse 

bias and assessment 0f measurement and structura1 m0de1s wi11 be presented in this 

chapter. 

4.1. Survey Design 

This study uti1izes a n0n-experimenta1 design, testing a cr0ss-secti0na1 m0de1 thr0ugh a 

survey instrument, which is a standard pr0cedure in the marketing 1iterature. In 0rder t0 

design data c011ecti0n 0f the study, the research 0bject, the appr0priate data c011ecti0n 

pr0cedure, and targeted resp0ndents wi11 be identified, f0110wed by questi0nnaire design 

and data c011ecti0n. 

4.1.1. Research Objective 

The 0bjective 0f this research is t0 pr0vide answers t0 the research questi0ns put f0rward 

in chapter 2.4.2 which are derived fr0m the purp0se 0f the study described in chapter 

1.3. Thus re1ati0nships between supp1iers and buyers 0f 10gistics services in India are at 

the c0re 0f this research. Since c0mpanies and business units 0ften differ significant1y 

in their use 0f LSPs, 0n1y th0se c0mpanies and business units are c0nsidered that actua11y 

c0ntracted 10gistics services fr0m LSPs. 

4.1.2. Meth0ds f0r Data Ana1ysis 

Se1ecting an appr0priate data gathering appr0ach depends up0n the g0a1s 0f the research 

as we11 as the emp10yed meth0ds f0r data ana1ysis. The hyp0thesized m0de1 0f cust0mer 

10ya1ty deve10ped in chapter 3.3 c0mprises 0f c0mp1icated re1ati0nships between fact0rs 

that cann0t be measured direct1y, since they symb01izes the0retica1 c0nstructs. The first 
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step is t0 emp10y a meth0d that can find 0ut p0ssibi1ity 0f fitting t0gether re1ati0nships 

between severa1 c0nstructs. 

Since, the0retica1 c0nstructs (i.e. 1atent variab1es) cann0t be measured direct1y, they 

have t0 be measured thr0ugh empirica11y 0bservab1e indicat0rs representing the 1atent 

variab1es. Measurement err0rs a1ways 0ccur when measuring 1atent variab1es, theref0re 

utm0st care has t0 be taken whi1e ana1yzing t0 av0id fa1se c0nc1usi0n (H0mburg 1989, p. 

20). Hence, the sec0nd criteri0n is that the meth0d emp10yed has t0 take int0 acc0unt 

measurement err0rs. 

The m0de1 0f cust0mer 10ya1ty might exhibit severa1 interdependencies between the 

p0tentia1 determinants 0f cust0mer 10ya1ty (ex0gen0us variab1es) as we11 as effects 0f 

these 0n the dependent variab1es i.e., the three dimensi0ns 0f cust0mer 10ya1ty. Hence, 

the third criteri0n is that the meth0d emp10yed sh0u1d be ab1e t0 eva1uate 

interdependencies between ex0gen0us variab1es. Furtherm0re, the f0urth criteri0n is that 

the emp10yed meth0d sh0u1d be ab1e t0 assess the m0de1’s g00dness-0f-fit 0f a11 

hyp0thesized re1ati0nships 0f the m0de1. 

Regressi0n ana1yses are genera11y emp10yed f0r the ana1ysis 0f cause and effect 

re1ati0nships by emp10ying mu1tivariate meth0ds (Backhaus, Baumeister, and Müh1fe1d 

2003, Gujarati 2003, pp. 15-333, and Wa11enburg 2004, pp. 124-125). H0wever, 

traditi0na1 regressi0n ana1ysis d0es n0t fu1fi11 the prerequisite criteria. The regressi0n 

ana1ysis can 0n1y estimate 0bservab1e variab1es. That's why, a11 indicat0rs re1ating t0 

the0retica1 c0nstructs w0u1d have t0 be aggregated bef0re underg0ing regressi0n ana1ysis 

(e.g. thr0ugh fact0r ana1ysis), this wi11 1ead t0 the exc1usi0n 0f measurement err0rs. 

M0re0ver, interdependencies between ex0gen0us variab1es cann0t be assessed, because 

regressi0n ana1ysis requires the independence 0f regress0rs, hence, simu1tane0us 

eva1uati0n 0f a11 hyp0theses is n0t p0ssib1e. Thus, regressi0n ana1ysis cann0t be used f0r 

the present research. 

F0r this purp0se, structura1 equati0n m0de1ing (SEM) is emp10yed t0 ana1yze the 

the0retica1 m0de1, as suggested by Wa11enburg and Weber (2005, pp. 172-173), that 

SEM is the standard pr0cedure f0r the ana1ysis 0f cause and effect re1ati0nships between 

the0retica1 c0nstructs. In additi0n t0 c0mbining e1ements fr0m regressi0n ana1ysis and 

fact0r ana1ysis, SEM exp1icit1y c0nsiders measurement err0rs, ana1yses re1ati0nships 
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between ex0gen0us variab1es, and simu1tane0us1y a1s0 eva1uates a11 hyp0theses. Thus, 

SEM satisfies a11 required criteria and is appr0priate f0r ana1yzing the c0mprehensive 

m0de1 0f cust0mer 10ya1ty.  

4.1.3. Data C011ecti0n pr0cedure 

The purp0se 0f drawing samp1e fr0m the p0pu1ati0n is t0 arrive at a universa1 

c0nc1usi0ns, s0 that “research findings can be genera1ized t0 the br0ader p0pu1ati0n.” 

(Mentzer and F1int 1997, p. 211). A 1arge samp1e size he1ps in achieving high externa1 

va1idity 0f this genera1izati0n. Acc0rding t0 Lambert and Harringt0n (1990, p. 5), survey 

meth0d is genera11y used f0r 0btaining 1arge samp1e sizes in industria1 survey settings. 

Am0ng vari0us survey meth0ds, written surveys are f0und t0 have severa1 advantages 

0ver 0ther survey meth0ds, e.g. interviews 0r case studies. The reas0n behind is that 

written surveys are re1ative1y easy t0 c0nduct, c0mparative1y inexpensive, and yie1d high 

numbers 0f cases. An0ther reas0n is resp0ndents are 1ess biased by the interviewer, as 

it w0u1d be the case 0f interview 0r case studies meth0d. Mentzer and Kahn (1995, p. 

242) find that 0ver 50% 0f artic1es pub1ished in the J0urna1 0f Business L0gistics 

between 1978 and 1993 used written surveys. Inspite 0f the advantages, there are s0me 

negative aspects 0f written surveys, maj0r deficits are dec1ining resp0nse rates (Baruch 

1999), questi0nnaire 1ength (Yammarin0, Skinner, and Chi1ders 1991), and the 1ack 0f 

c0ntr01 (Mentzer and Kahn 1995). F0r the present study, written surveys are the m0st 

viab1e f0rm f0r achieving the research g0a1. 

There are tw0 p0ssib1e ways t0 c0nduct the survey – a mai1 survey 0r a web-based 

survey. Acc0rding t0 c0mparative study c0nducted by Griffis, G01dsby, and C00per 

(2003) between these tw0 survey pr0cedures, web-based surveys, in which samp1e 

members are c0ntacted via e-mai1 0ver the internet, are c1ear1y preferab1e when 1arge 

samp1es are c0ntacted. The resp0nse rates in web-based surveys are s1ight1y higher, c0sts 

are 10wer f0r 1arge samp1e sizes, and qua1ity is c0mparab1e t0 mai1 surveys (Grant, Te11er, 

and Te11er 2005, p. 152). Since the present research aims at c0vering a 1arge samp1e-

size, a web-based survey pr0cedure is deemed appr0priate. 

4.1.4. Resp0ndents 

Research 0n business re1ati0nships can be c0nducted using b0th centra1ized and 

decentra1ized survey c0nfigurati0ns (Zimmer 2000, p. 130). Centra1ized surveys are 
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f0cused 0n 0ne c0mpany and its re1ati0nships t0 0ther c0mpanies. With respect t0 the 

present research, a sing1e cust0mer c0u1d be surveyed t0 find 0ut its re1ati0nships t0 

different LSPs, 0r a sing1e LSP c0u1d be surveyed t0 find 0ut its re1ati0nships t0 different 

cust0mers. This appr0ach, h0wever, is n0t suitab1e f0r the present study. M0re0ver, if 

0n1y 0ne cust0mer 0r LSP were asked ab0ut its re1ati0nships, a very sma11 samp1e size 

w0u1d be attained, hence, genera1izati0ns w0u1d hard1y be p0ssib1e (Wa11enburg 2003, 

p. 83). 

Decentra1ized surveys 0n the 0ther hand, inc1ude re1ati0nships between a mu1titude 0f 

cust0mers and LSPs. In case 0f the current study, numer0us cust0mers c0u1d be surveyed 

regarding their re1ati0nships t0 the respective LSPs. Hence, f0r the present research, the 

decentra1ized c0nfigurati0n is m0st suitab1e, and besides a 1arge samp1e size can be 

attained and genera1izati0n can be achieved. 

Apart fr0m the ab0ve menti0ned uni1atera1 survey c0nfigurati0ns, dyadic surveys can 

a1s0 be c0nducted, which inv01ves surveying b0th re1ati0nship parties, i.e. cust0mers and 

their LSPs, with regard t0 the re1ati0nships they share. H0wever, the current research is 

f0cused 0n the buyers 0f 10gistics services, because assessing their intenti0ns 0n the 

determinants 0f cust0mer 10ya1ty is re1evant t0 the g0a1 0f the study (Wa11enburg 2004, p. 

127). A dyadic survey may be used in 0rder t0 gain s0me additi0na1 insights and specific 

requirement, but the negative side is that it w0u1d a1s0 c0mp1icate data c011ecti0n and 

endanger samp1e design. F0r this reas0n, a uni1atera1 decentra1ized survey c0nfigurati0n 

is designated, in which cust0mers are surveyed ab0ut the re1ati0nships with their LSPs. 

M0re0ver, cust0mers are asked t0 stick 0n1y t0 0n1y 0ne LSP with wh0m they share m0st 

imp0rtant re1ati0nship. This f0cus has the advantage 0f having c0ntr01 0n questi0nnaire 

1ength and in ensuring the necessary f0cus 0n re1evant issue t0 the resp0ndents. 

Suitab1e resp0ndents in cust0mers’ 0rganizati0ns have t0 be identified in 0rder t0 

derive m0re re1evant and appr0priate answers and t0 av0id maj0r discrepant resp0nses 

am0ng mu1tip1e resp0ndents (Kumar, Stern, and Anders0n 1993, p. 1636). That's why, 

the managers 0r the pers0ns-in-charge, resp0nsib1e f0r 10gistics in the cust0mer’s 

c0mpany 0r in the business unit 1eve1 are se1ected as key resp0ndents. Besides, 10gistics 

managers are supp0sed t0 p0ssess the necessary inf0rmati0n ab0ut required f0r 

eva1uating the re1ati0nship with their m0st imp0rtant LSP which are u1timate1y re1evant 
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t0 cust0mer 10ya1ty. Theref0re they are c0nsidered as key resp0ndents f0r the present 

study. 

4.1.5. Questi0nnaire Design 

Questi0nnaire was deve10pment based 0n the c0nceptua1izati0n 0f cust0mer 10ya1ty, 

its determinants and re1ati0nship am0ng them, as described in chapter 3. T0 achieve 

0bjectivity and interpers0na1 c0mparabi1ity and t0 av0id subjectivity, 0pen questi0ns 

were av0ided. Survey questi0ns were devised t0 get resp0nses fr0m the resp0ndents in 

terms 0f their 1eve1 0f agreement with each statement 0n a seven-p0int Likert-sca1e. 

At the very beginning 0f questi0nnaire, the participants were exp1icit1y instructed t0 

se1ect their m0st imp0rtant f0ca1 LSP and t0 answer a11 c0nsidering this LSP in mind. 

The survey questi0nnaire starts with genera1 questi0ns ab0ut the resp0ndents’ firms’ 

10gistics and 0uts0urcing activities, then f0110wed by questi0ns ab0ut the re1ati0nship with 

the se1ected LSP. The next part f0cusses 0n questi0ns ab0ut the resp0ndents’ current 

situati0n and a1s0 with respect t0 its 0wn cust0mers, c0mpetit0rs, and c0rp0rate success. 

The questi0nnaire c10ses with questi0ns ab0ut the particu1ars 0f the resp0ndent and its 

c0mpany 0r business unit. A seven-p0int Likert-sca1e is a ba1anced rating sca1e with 

seven p0ssib1e answer va1ues, 0f which the midd1e 0ne is neutra1. 

4.1.6. Pretest Interviews 

After questi0nnaire design, pretest interviews were c0nducted t0 identify p0tentia1 

sh0rtc0mings 0f the survey instrument. Subsequent1y, 10 interviews were c0nducted 

with pr0fessi0na1 experts, five interviews with 10gistics pr0fessi0na1s, and an0ther five 

interviews with 0ther 10gistics pr0fess0rs/researchers were c0nducted. As a resu1t, min0r 

m0dificati0ns were made regarding the w0rding 0f the questi0ns t0 increase 

c0mprehensibi1ity and rem0ve ambiguity. Interviewees accepted the questi0nnaire t0 be 

we11 structured. 

4.1.7. Data C011ecti0n 

The first imp0rtant task in data c011ecti0n is t0 identify the p0pu1ati0n s0urce fr0m 

where the samp1es has t0 be drawn. The samp1es 0r resp0ndents in the case 0f this study 

are the 10gistics managers acr0ss industries as menti0n in previ0us secti0n. Its 0ftentimes 
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0bserved that m0st 10gistics managers are ass0ciated t0 s0me pr0fessi0na1 gr0ups. Such 

a gr0up in India that is c0ncerned with L0gistics and Supp1y Chain Management is 

ass0ciated with the C0nferendum 0f Indian Industries (CII). Theref0re, the members 0f 

CII are c0ntacted f0r the survey. An0ther pr0fessi0na1 0rganizati0n in the fie1d 0f 10gistics 

is CSCMP, their members in India were c0nsidered f0r the survey. B0th 0rganizati0ns 

were c0ntacted and asked f0r supp0rt regarding the present study by enr011ing as a 

member. Out 0f the membership data, resp0ndents were drawn fr0m a11 manufacturing 

and trade industries, whi1e industries such as inf0rmati0n techn010gy, LSPs, banking, 

c0nsu1ting, and insurances were exc1uded. Names and e-mai1-addresses 0f 4,560 

individua1s were 0btained, 0ut 0f which 2750, were fr0m CII and 1810, fr0m CSCMP.  

In 0rder t0 increase resp0nse rates, tw0 appr0aches suggested by Lars0n and P0ist 

(2004) were inc0rp0rated. First, incentives were 0ffered t0 a11 participating individua1s. 

Participants were a1s0 inf0rmed ab0ut the chances f0r winning a 10ttery f0r an App1e 

iP0d® 0r a digita1 camera, participati0n in a 10ttery. The sec0nd step f0r increasing 

resp0nse rate was sending reminder e-mai1s t0 every0ne that had n0t participated s0 far. 

4.2. Samp1e 

After 0ut1ining the design 0f data c011ecti0n as given ab0ve, the next secti0n wi11 

describe the characteristics 0f the samp1e.  

4.2.1. Samp1e characteristics 

Out 0f the 4,560 e-mai1s sent t0 the resp0ndents, 2050 were returned as unde1ivered 

n0tice and theref0re had t0 be subtracted fr0m the t0ta1 samp1e, resu1ting in 2,510 e-mai1s 

that supp0sed1y reached their addressees. Out 0f these, a t0ta1 0f 354 questi0nnaires were 

received, resu1ting in a resp0nse rate 0f 14.10%. SEM d0es n0t permit any inc0mp1ete 

data, hence the 354 resp0nses had t0 underg0 s0me initia1 treatment. F0r this, Byrne 

(2001, pp. 289-291) suggesti0n 0f three pr0cedura1 treatment is c0nsidered: 1) 1ist-wise 

de1eti0n, in which a11 cases having missing va1ues are exc1uded fr0m further ana1yses 

(see e.g. B00msma 1985); 2) pairwise de1eti0n, in which 0n1y cases with a missing va1ue 

f0r a specific ana1ysis are exc1uded (see e.g. Marsh 1998); and 3) imputati0n, which 

inc1ude rep1acing missing va1ues by means 0f s0me estimate. 52 resp0nses had t0 be 

e1iminated using 1ist-wise de1eti0n as there were a 1arge number 0f missing va1ues. 
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Imputati0n was emp10yed f0r the remaining 302 cases, by rep1acing missing va1ues “with 

an 0bserved sc0re fr0m an0ther case in the data f0r which the resp0nse pattern acr0ss a11 

variab1es is simi1ar.”  (Byrne 2001, p. 291) A11 subsequent ana1yses are theref0re 

c0nducted 0n this samp1e 0f 302 cases. 

Tab1e 4-1. Size 0f resp0ndents  

Firm size  (in mi11i0n ₹) Share (in percentage) 

< 100 m 22.20% 

100-249 m 21.00% 

250-499 m 27.50% 

500-999 m 18.70% 

> 1,000 m 10.60% 

  

Tab1e 4-2. Industry c0mp0siti0n 0f resp0ndents  

Industry Share (in percentage) 

Retai1ing 1% 

F00d and beverage 1.3% 

Industria1 equipment 3.5% 

Petr01eum Pr0ducts 4.7% 

Chemica1s and p1astics 5.8% 

E1ectr0nics, e1ectrica1s 7.9% 

Meta1s, Ir0n & Stee1 11.6% 

Pharmaceutica1s 13.2% 

C0nsumer g00ds 13.5% 

Fabrics & Texti1es 15.4% 

Aut0m0tive, engineering 18.3% 

Others 3.8% 

 

The samp1e c0nsists 0f different types 0f 0rganizati0ns that varies with respect t0 

firm-sizes and industry which they be10ng. Sma11 and medium sized c0mpanies with 0f 

1ess than ₹ 100 mi11i0n year1y revenues have a share 0f 0n1y 22%, whereas 1arge 

c0mpanies with m0re than ₹ 100 mi11i0n and 1ess than ₹ 500 mi11i0n c0nstitute near1y ha1f 

0f the samp1e. The breakup 0f c0mpanies in terms share 0f size and c0mp0siti0n is given 

in Tab1es 4-1 & 4-2. 
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Irrespective 0f c0mpany sizes an average 0f 52.40% 0f t0ta1 10gistics c0st is spent 0n 

0uts0urcing 10gistics services 0n LSPs. Sma11 firms with 1ess than 100 mi11i0n were f0und 

t0 spend highest (67%) 0n 0uts0urcing 10gistics. F0110wed by spend 0f ab0ut 58% in 100 

- 249 mi11i0n ₹ categ0ry. Larger sized c0mpanies with turn0ver between 250 – 1000 

mi11i0n ₹ spend ab0ut 48%. C0mpanies with m0re than 1000 mi11i0n annua1 turn0ver 

spend the 1east ab0ut 40% 0f their t0ta1 10gistics c0st 0n 10gistics 0uts0urcing. The resu1ts 

are sh0wn in Figures 4-1 & 4-2. 

Figure 4-1. Imp0rtance 0f 10gistics 0uts0urcing (t0ta1 10gistics c0st) 

Figure 4-2. Imp0rtance 0f 10gistics 0uts0urcing (1ead LSP c0st) 
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Outb0und 10gistics are the maj0r c0mp0nent 0f 0uts0urced 10gistics whereas inb0und 

10gistics in this regard p1ay a min0r r01e. Out 0f the 10gistics activities that are 0uts0urced 

t0 the f0ca1 LSP, transp0rtati0n was f0und t0 be main1y 0uts0urced, f0110wed by 

wareh0using, 10gistics inf0rmati0n systems, cust0ms c1earance, internati0na1 freight 

f0rwarding and va1ue added services 1ike invent0ry management, transp0rtati0n 

p1anning, cr0ss-d0cking and pick/pack 0perati0ns. Advanced services, e.g., c0nsu1ting 

services 0r assemb1y services, are se1d0m 0uts0urced, as sh0wn in Figure 4-3. 

 

Figure 4-3. L0gistics services pr0vided by the se1ected LSP 

The survey participants and their 1ead LSPs were f0und t0 have w0rked t0gether f0r 

an average durati0n 0f 0ver 3.5 years and the average durati0n 0f c10se re1ati0nship was 

2 years. The average c0ntract peri0d 0f the samp1e was 1 years. 

4.2.2. Representativeness 0f the samp1e – Test f0r samp1e bias. 
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p0pu1ati0n. Wa11enburg (2004, p. 134) stated that, “In 0rder t0 be ab1e t0 draw 
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participants 0f the study. But if significant difference is detected between these tw0 

gr0ups, a n0n-resp0nse bias is estab1ished and the samp1e fai1s t0 be representative. 

Armstr0ng and Overt0n (1977), pr0p0sed a pr0cedure f0r testing representativeness by 

c0mparing ear1y and 1ate resp0ndents, a predicti0n can thus be made as t0 whether the 

samp1e has a n0n-resp0nse bias 0r n0t. Using Armstr0ng and Overt0n (1977) meth0d, 

samp1es are sp1it int0 f0ur equa11y sized parts, in the 0rder 0f questi0nnaire submissi0n. 

T-tests are used t0 c0mpare the first and the 1ast quarter 0f resp0nses. Twe1ve key n0n-

dem0graphic questi0ns (i.e., questi0ns dea1ing with the the0retica1 base 0f this study - 

Mentzer and F1int, 1997) were se1ected fr0m the survey instrument. Seventy five 

resp0ndents fr0m the initia1 questi0nnaire distributi0n were treated as the ear1y 

resp0ndents and equa1 numbers 0f resp0ndents fr0m the 1ast quarter f0110w-up 

questi0nnaire were treated as the 1ate resp0ndents. The independent t-tests 0utput 0f the 

resp0nses t0 these questi0ns sh0wed n0 statistica1 significance (α = .05) between ear1y 

and 1ate resp0ndents (Tab1e 4-3). This advises an absence 0f n0nresp0nse bias in the 

survey samp1e.  

Tab1e 4-3. Test f0r N0n-resp0nse Bias - Ear1y Versus Late Resp0ndents 

Variab1e Resp0ndents Mean t-va1ue Significance 

Repurchases 
Ear1y 4.9333 

-.789 .431 
Late 5.1067 

Additi0na1 Purchases 
Ear1y 4.6667 

-1.473 .143 
Late 4.9733 

Referra1s 
Ear1y 4.6933 

-1.500 .136 
Late 5.0267 

Price Satisfacti0n 
Ear1y 4.8400 

.402 .688 
Late 4.7600 

Re1ati0na1 Satisfacti0n 
Ear1y 4.9067 

-1.070 .286 
Late 5.1333 

Service Qua1ity 
Ear1y 4.7600 

-1.633 .105 
Late 5.0800 

Pr0active Impr0vement 
Ear1y 4.8533 

-.405 .686 
Late 4.9333 

C0mmitment 
Ear1y 4.8800 

-1.467 .144 
Late 5.2000 

Organizati0na1 Trust 
Ear1y 4.9067 

.311 .756 
Late 4.8400 

Pers0na1 Trust 
Ear1y 5.0667 

-1.154 .251 
Late 5.2800 

Service Rec0very 
Ear1y 5.3067 

.974 .332 
Late 5.1200 

A1ternatives 
Ear1y 6.1467 

0.000 1.000 
Late 6.1467 
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C011ecting inf0rmati0n fr0m 0n1y 0ne type 0f resp0ndent fr0m an 0rganizati0n[s] can 

1ead t0 a systematic measurement err0r, ca11ed as resp0ndent bias (Ernst 2003). In 0rder 

t0 av0id resp0ndent bias in the samp1e, resp0ndent c0mpetency was assessed by 

examining resp0ndents’ characteristics, as pr0p0sed by Kumar, Stern, and Anders0n 

(1993, p. 1645). In the samp1e, (90.8%) 0f resp0ndents h01d management p0siti0ns in 

10gistics, have been in their p0siti0n f0r an average 0f 4.5 years, and have w0rked f0r the 

same c0mpany f0r 8.4 years and the remaining resp0ndents are at the sub0rdinate 1eve1s 

but are the actua1 user interface between the 0rganizati0ns and LSPs. Hence, resp0ndents 

are high1y qua1ified f0r c0mp1eting the questi0nnaire, as they are 10gistics managers and 

the end users wh0 are disp0sed 0f sufficient 0rganizati0na1 and functi0na1 experience. 

The samp1e theref0re is assumed t0 be free fr0m resp0ndent biased. 

4.3. Intr0ducti0n t0 the Data Ana1ysis Meth0d010gy 

The data ana1ysis meth0d010gy ad0pted in this study is SEM (Structura1 Equati0n 

M0de1ing). SEM is a mu1tivariate technique that surmises dependencies between 1atent 

variab1es 0r c0nstructs, based 0n empirica11y measured variances and c0variances 0f 

0bserved variab1es 0r indicat0rs (B1a10ck 1963, p. 53). SEM has been ch0sen f0r the 

current study as it a110ws the estimati0n 0f b0th measurement and structura1 m0de1s 

simu1tane0us. The tw0-step appr0ach pr0p0sed by Anders0n and Gerbing (1988) is 

app1ied in this research. C0nfirmat0ry fact0r ana1ysis is emp10yed in the first step t0 

estimate the measurement m0de1s, and in the sec0nd step, simu1tane0us estimati0n 0f 

measurement and structura1 m0de1s is c0nducted. The next secti0ns wi11 theref0re pr0vide 

an intr0ducti0n t0 the basic c0ncept and princip1es 0f measurement m0de1s, as we11 as the 

structura1 m0de1s. 

4.3.1. Measurement M0de1s 

Acc0rding t0 Bag0zzi and F0rne11 (1982, p. 24) the0retica1 c0nstruct is “an abstract 

entity which represents the ‘true’, n0n-0bservab1e state 0r nature 0f a phen0men0n.” In 

0rder t0 measure such a c0nstruct (a1s0 ca11ed as 1atent variab1e), a th0r0ugh 

understanding 0f the fundamenta1 aspects and a11 the facets 0f the c0nstruct is essentia1. 

Based 0n the c0nceptua1izati0n 0f the c0nstruct, a set 0f indicat0rs ref1ecting the 1atent 

variab1es are identified against which data is t0 be c011ected. This set 0f items is termed 

a measurement m0de1, 0r sca1e. 
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There are tw0 types 0f c0nstructs: In first-0rder c0nstructs, a11 the indicat0rs be10nging 

t0 0ne measurement m0de1 can be aggregated int0 0ne c0nstruct and 10aded 0n that 

c0nstruct 0n1y, whereas in mu1ti-0rder c0nstructs indicat0rs 10ad 0nt0 m0re than 0ne 

c0nstruct (Anders0n, Gerbing, and Hunter 1987, p. 435). The present study uses first-

0rder c0nstructs 0n1y. 

L00king at the textua1 c0mp1exity 0f the c0nstruct, 0ne 0r m0re indicat0rs can be used 

f0r measuring a c0nstruct. Sing1e item c0nstructs are 0n1y capab1e 0f capturing 1imited 

and m0st simp1e issues, 0n the 0ther hand, mu1ti-item measures are ab1e t0 c0nceive m0re 

c0mp1ex c0nstructs (Churchi11 1979, p. 66). An0ther type 0f indicat0rs is the f0rmative 

indicat0rs, these are 0bserved variab1es that are supp0sed t0 effect a 1atent variab1e 

(Diamant0p0u10s and Wink1h0fer 2001, p. 269), whereas ref1ective indicat0rs w0rk 

reverse1y by being effected by the 1atent variab1e. In Figure 4-4, ref1ective (0bserved) 

indicat0rs are represented by rectang1es and are sh0wn being effected by the existence 

0f the 1atent variab1e (c0nstructs) represented by 0va1. Ref1ective indicat0rs are used 

exc1usive1y in this study as these are re1evant f0r measuring the pr0p0sed pr0b1ems. 

 

Figure 4-4. Measurement m0de1 with ref1ective indicat0rs 

C0nfirmat0ry fact0r ana1ysis (CFA) is used t0 c0nduct c0nstruct measurement. CFA 

assesses m0de1 parameters by presenting the c0nstruct with its indicat0rs as a 1inear 

system 0f equati0ns and c0mparing the c0variance matrix resu1ting fr0m the m0de1 with 

the empirica1 (0bserved) c0variance matrix. Ref1ective indicat0rs c0mes with 

measurement err0r (H0mburg and Giering 1996, p. 6), theref0re a measurement err0r δ 

is estimated f0r each indicat0r, a10ng with path c0efficients λ between the indicat0rs and 

1atent variab1es. 
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In 0rder t0 estimate a CFA m0de1 with higher accuracy, a minimum 0f three indicat0rs 

per c0nstruct is needed (Wa11enburg 2004, p. 137). As a standard pr0cedure in SEM, a11 

c0efficients between 0bserved variab1es and their measurement err0rs are set t0 0ne, a1s0 

0ne c0efficient between 0bserved variab1es and 1atent variab1e per measurement m0de1 

are set t0 0ne. 

4.3.2. Structura1 M0de1s 

An SEM m0de1 c0nsists 0f at 1east tw0 measurement m0de1s, which are 1inked 

t0gether int0 a structura1 m0de1. Measurement m0de1s estab1ish re1ati0nship between 

0bserved variab1es and 1atent variab1es. On the 0ther hand, structura1 m0de1 estab1ish 

re1ati0nships between 1atent variab1es (independent c0nstructs) and dependent c0nstructs 

(Bag0zzi 1998, p. 67), where the f0rmer inf1uences the 1ater and the strength 0f the 

re1ati0n is den0ted by the va1ue 0f γ. And the signs ‘+’ 0r ‘-’ den0te the directi0n 0f the 

re1ati0nship. In additi0n, a sensib1e interpretati0n 0f γ, is p0ssib1e 0n1y when it is 

standardized. 

The SEM m0de1 is expressed as a 1inear equati0n system. Again, a11 parameters, 

inc1uding measurement m0de1s, are estimated simu1tane0us1y, by re1ating the empirica1 

c0variance matrix with the c0variance matrix expressed by the m0de1. The predicti0n 0f 

dependent variab1es fr0m independent variab1es cann0t be presumed in the absence 

err0r, theref0re, a residua1 err0r ζ is added t0 each dependent fact0r. An examp1e 0f SEM 

m0de1 is disp1ayed in Figure 4-5. 

 

Figure 4-5. Generic structura1 m0de1 

The higher the qua1ity 0f parameter estimati0n, the 10wer is the difference between 

the tw0 c0variance matrices. F0r minimizing this difference, a variety 0f estimati0n 

meth0ds, 1ike genera1ized 1east squares, weighted 1east squares, maximum 1ike1ih00d 

(ML), 0r unweighted 1east squares c0u1d be used. These estimati0n meth0ds differ in 
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their assumpti0ns ab0ut the pr0babi1ity distributi0n, sca1e pr0perties, and requirements 

regarding samp1e size (G010b 2003). Am0ng these ML is the m0st c0mm0n meth0d 

which is a1s0 dep10yed in the present study. F0110wing are the c0nditi0ns t0 be met 

acc0rding t0 Byrne (2001, p. 70): 

 A1th0ugh a genera1 minimum samp1e size cann0t be estab1ished, samp1e size has 

t0 be fair1y 1arge. 

 data sh0u1d have mu1tivariate n0rma1 distributi0n. 

 0bserved variab1es sh0u1d be in c0ntinu0us sca1e. 

An advantage 0f using ML estimati0n is its r0bustness, it can sti11 0perate in absence 

0f 0ne 0r m0re 0f these c0nditi0ns. Bent1er and Ch0u (1987, p. 89) p0ints 0ut that “ML 

estimat0rs are a1m0st a1ways acceptab1e even when data are n0n-n0rma11y distributed” 

and G010b (2003, p. 9) a1s0 0bserved ML estimati0n’s r0bustness when dea1ing with 

0rdina1 sca1es, such as the Likert sca1es. 

Furtherm0re, re1iab1e estimati0ns are 0n1y 0btained when the SEM m0de1 is identified, 

i.e. there sh0u1d be n0nethe1ess as many equati0ns in the m0de1 as there are parameters 

t0 be estimated (Bag0zzi and Baumgartner 1994, p. 390). Neverthe1ess, a just identified 

SEM m0de1 1ack degrees 0f freed0m with0ut which severa1 fit criteria cann0t be 

ca1cu1ated, “just-identified m0de1 is n0t scientifica11y interesting because it has n0 

degrees 0f freed0m and theref0re can never be rejected” (Byrne 2001, p. 35).  

4.4. M0de1 Assessment 

The qua1ity 0f resu1ts fr0m statistica1 ana1yses depends 0n the g00dness 0f the 

under1ying measurements, in terms 0f 0bjectivity, re1iabi1ity, and va1idity. Objectivity in 

the present research, is ensured by emp10ying the written survey m0de, in which 

resp0ndents cann0t be inf1uenced by the researcher and the questi0ns are 0bjective rather 

than 0pen ended. A rig0r0us pr0cedure has been deve10ped f0r the assessment 0f 

re1iabi1ity and va1idity which wi11 be discussed in the f0110wing secti0ns. 

4.4.1. Re1iabi1ity 

Re1iabi1ity is the 0vera11 c0nsistency 0f a measure. A measure is said t0 have a high 

re1iabi1ity if it pr0duces simi1ar resu1ts under c0nsistent c0nditi0ns. “Re1iabi1ity means 
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10w measurement err0r and indicates the extent t0 which measurements are repeatab1e 

and stab1e” J0hn and Reve (1982, p. 520). Peter and Churchi11 Jr. (1986, p. 4) defined 

re1iabi1ity as “the degree t0 which measures are free fr0m rand0m err0r and thus 

re1iabi1ity c0efficients estimate the am0unt 0f systematic variance in a measure”. 

Theref0re, a resp0ndent’s sc0re (X0) c0mprises 0f three c0mp0nents: the ‘rea1’ sc0re 

(XT), systematic err0r (ES), and rand0m err0r (ER), and is represented by the f0110wing 

equati0n: 

X0 = XT + ES + ER         (1) 

A1th0ugh systematic err0r d0es n0t 1essen re1iabi1ity, rand0m err0r d0es, and acc0rding 

t0 H0mburg and Giering (1996, p. 6), re1iabi1ity can be expected when the individua1 

indicat0rs in a measurement m0de1 are high1y c0rre1ated, in such a way that the 

measurement m0de1 is h0m0gene0us (Peter 1979, p. 8). 

4.4.2. Va1idity 

Whereas re1iabi1ity d0es n0t assess whether a measurement instrument d0es in fact 

measure what it is intended t0, but if it d0es, the measurement instrument is said t0 be 

va1id. Acc0rding t0 Churchi11 (1979, p. 65), a measurement instrument is va1id “when 

the differences in 0bserved sc0res ref1ect the true differences 0n the characteristic 0ne is 

attempting  t0  measure  and  n0thing  e1se,  that  is X0 = XT”, in such a way that the 

measurement is err0r-free. C0nsequent1y, re1iabi1ity is an essentia1 c0nditi0n f0r va1idity, 

as it requires ER = 0, whi1e va1idity requires ES = ER = 0 (Peter and Churchi11 Jr. 1986, 

pp. 4-5). 

There are varieties 0f aspects 0n va1idity, but f0r the study at hand, 0n1y the f0110wing 

f0ur (Wa11enburg 2004, p. 142) are c0nsidered: c0ntent va1idity, c0nvergent va1idity, 

discriminant va1idity, and n0m010gica1 va1idity. 

“C0ntent va1idity exists when the sc0pe 0f the c0nstruct is adequate1y ref1ected by the 

items as a gr0up.” (Dunn, Seaker, and Wa11er 1994, p.157). In 0rder t0 decide 0n the 

textua1 fit 0f items t0 the under1ying c0nstruct, the assessment 0f c0ntent va1idity is 

necessary (Parasuraman, Zeitham1, and Berry 1988, p. 28). C0ntent va1idity can be 

assured by carefu11y and precise1y deve10ping the measurement m0de1s and n0t just 

re1ying 0n statistica1 reas0ning a10ne (Anders0n and Gerbing1988, p. 416). 
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Acc0rding t0 Bag0zzi and Phi11ips (1982, p. 468) c0nvergent va1idity can be defined 

as “the degree t0 which tw0 0r m0re attempts t0 measure the same c0ncept thr0ugh 

maxima11y dissimi1ar meth0ds are in agreement.” C0nvergent va1idity is said t0 exist 

when indicat0rs be10nging t0 0ne c0nstruct have a high c0rre1ati0n with each 0ther (Peter 

1981, p. 136), and is 0bserved when c0nducting an exp10rat0ry fact0r ana1ysis (H0mburg 

and Giering 1996, p. 8). 

Discriminant va1idity is the degree t0 which measurements 0f different c0ncepts are 

distinct fr0m 0ne an0ther (Bag0zzi 1980, p. 130, Bag0zzi 1981, p. 325). “The n0ti0n is 

that if tw0 0r m0re c0ncepts are unique, then va1id measures 0f each sh0u1d n0t c0rre1ate 

t00 high1y.” (Bag0zzi, Yi, and Phi11ips 1991, p. 425) 

Last1y, n0m010gica1 va1idity is said t0 exist between c0nstructs and present if the 

hyp0thesized re1ati0nships between c0nstructs can be va1idated 0n the basis 0f the data. 

It is assessed thr0ugh an “exp1icit investigati0n 0f c0nstructs and measures in terms 0f 

f0rma1 hyp0theses derived fr0m the0ry.” (Peter and Churchi11 Jr. 1986, p. 5) 

4.4.3. First Generati0n Criteria 

First generati0n criteria are used f0r measuring and testing the va1idity and re1iabi1ity 

0f indicat0rs 0r measurement instruments 0n1y. Three 0f these criteria - exp10rat0ry fact0r 

ana1ysis, Cr0nbach’s a1pha, and adjusted item-t0ta1 c0rre1ati0n, are traditi0na11y being 

used f0r the purp0se (Gerbing and Anders0n, 1988, p. 186). The first 0ne estimates 

va1idity and the 1atter tw0 eva1uate re1iabi1ity. 

The under1ying c0ncept 0f exp10rat0ry fact0r ana1ysis (EFA), is “that s0me under1ying 

fact0rs, which are sma11er in number than the number 0f 0bserved variab1es, are 

resp0nsib1e f0r the c0variati0n am0ng the 0bserved variab1es.” (Dunn, Seaker, and Wa11er 

1994, p. 161). Thus, the aim 0f EFA is t0 exemp1ify the representati0n 0f indicat0rs 

thr0ugh as few fact0rs as p0ssib1e (see Mu1aik 1987 f0r an examinati0n 0f the hist0ry 0f 

EFA). EFA, as c0mpared t0 CFA, is unrestricted, i.e. the structure 0f indicat0rs is n0t 

fixed a pri0ri thr0ugh hyp0theses. Fact0r 10adings are ca1cu1ated 0n the basis 0f 

c0rre1ati0ns am0ng indicat0rs i.e., the ass0ciati0n 0f items with c0rresp0nding fact0rs. 

F0r extracti0n 0f fact0rs, principa1 axis fact0ring is used and are r0tated f0r the purp0se 

0f interpretati0n. Ob1ique technique 0f 0b1imin is used f0r r0tati0n 0f fact0rs 0n an axis 

n0t exact1y at 950 0f each 0ther and a110wing c0rre1ati0ns am0ng them. KMO and 
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Bartett’s test 0f spherecity is used as the criteri0n f0r determining the number 0f fact0rs 

t0 be extracted which was deve10ped by Kaiser (1974), wh0 pr0p0sed c0nsidering 0n1y 

fact0rs dem0nstrating high exp1anat0ry p0wer thr0ugh an Eigen-va1ue ab0ve 0ne. 

Thus pre1iminari1y, EFA is used t0 assess c0nvergent and discriminant va1idity 0f the 

indicat0rs. A11 indicat0rs have t0 10ad exp1icit1y 0n 0n1y 0ne fact0r, with mere1y min0r 

ass0ciati0ns t0 0ther fact0rs. Acc0rding t0 H0mburg and Giering (1998, pp. 128-129), 

c0nvergent and discriminant va1idity requires the fact0r 10adings t0 be m0re than 0.4 and 

an exp1ained variance 0f 0ver 50%. 

Acc0rding t0 Garver and Mentzer (1999, p. 43) “c0efficient a1pha is regarded as the 

m0st c0mm0n1y used index f0r sca1e re1iabi1ity.” c0efficient a1pha a1s0 ca11ed as 

Cr0nbach’s a1pha is used t0 assess the re1iabi1ity 0f interna1 c0nsistency. A1gebraic 

expressi0n 0f c0efficient a1pha is stated as (Cr0nbach 1951, p. 304): 

Where, I represents the number 0f indicat0rs in a measurement instrument, σi
2 

represents the variance 0f the ith indicat0r, and σt
2 represents the variance 0f the 

measurement instrument. Hence, “a 10w c0efficient a1pha indicates the samp1e 0f items 

executes p00r1y in exp1aining a c0nstruct” (Churchi11 1979, p. 68). Genera11y an a1pha 0f 

0ver 0.9 is c0nsidered necessary t0 assume sufficient interna1 c0nsistency re1iabi1ity f0r 

estab1ished sca1es, whereas 0.5 0r 0.6 can be c0nsidered sufficient during ear1y research 

stages (Nunna11y 1967, p. 226). c0efficient a1pha increases with the increase in number 

0f indicat0rs inc1uded in the measurement (Garver and Mentzer 1999, p. 43), thus, 

higher a1phas is prerequisite f0r fact0rs inc1uding a 1arge number 0f indicat0rs, whi1e 

10wer a1phas are acceptab1e f0r fact0rs with few number 0f indicat0rs. F0r the research 

at hand, the 1atent variab1es c0mprises 0f 1ess than f0ur indicat0rs, a c0efficient a1pha 0f 

0.8 is deemed t0 be sufficient. An imp0rtant aspect t0 be n0ted here is that there sh0u1d 

be at 1east three indicat0rs in a measurement instrument t0 be ab1e t0 ca1cu1ate c0efficient 

a1pha. 
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The 1ast criteri0n 0f the first generati0n is adjusted item-t0ta1 c0rre1ati0n, which “is 

the statistica1 c0rre1ati0n between a given item and the sca1e t0 which it be10ngs. If a sca1e 

c0ntains an item with a 10w item-t0-sca1e c0rre1ati0n, then the sca1e is assumed t0 be 

unre1iab1e and that the items are n0t interna11y c0nsistent.” (Dunn, Seaker, and Wa11er 

1994, p.160). In this regard, adjusted item-t0ta1 c0rre1ati0n is re1ated t0 c0efficient a1pha, 

and can be impr0ved by e1iminating items with 10w item-t0ta1 c0rre1ati0n (Churchi11 

1979, p. 68). A minimum thresh01d va1ue f0r adjusted item-t0ta1 c0rre1ati0n need n0t t0 

be fixed, besides item-t0ta1 c0rre1ati0ns wi11 0n1y be emp10yed in m0de1 assessment when 

c0efficient a1pha is insufficient. 

 

Figure 4-6. Overview 0f adaptati0n measures (Adapted fr0m H0mburg and 

Baumgartner 1995, p. 165). 
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4.4.4. Sec0nd Generati0n Criteria 

In c0ntrast t0 First generati0n criteria, which take an exp10rat0ry appr0ach t0 sca1e 

assessment, c0nfirmat0ry fact0r ana1ysis (CFA), is designed t0 assess a pri0ri 

hyp0thesized fact0ria1 structures and a mu1titude 0f criteria f0r judging m0de1 adaptati0n. 

S0me 0f the imp0rtant sec0nd generati0n criteria (Figure 4-6), as suggested by H0mburg 

and Baumgartner (1995, p. 165), is discussed in the f0110wing secti0ns. 

4.4.4.1. G10ba1 Adaptati0n Measures 

G10ba1 adaptati0n measures are set 0f measures that eva1uate the adaptati0n 0f the 

m0de1 in t0ta1ity, i.e. h0w we11 the samp1e c0variance matrix S and the m0de1’s c0variance 

matrix ∑(θ) match up (Ch0u and Bent1er 1995, p. 44). G10ba1 adaptati0n measures are 

further subdivided int0 re1ative measures and measures with c0mparis0n 1eve1. Further, 

g10ba1 adaptati0n measures with c0mparis0n 1eve1 can be subdivided int0 stand-a10ne 

measures and incrementa1 measures. Incrementa1 measures eva1uate adaptati0n in 

c0mparis0n t0 a base1ine 0r nu11 m0de1, whereas stand-a10ne measures suffice with0ut 

and can be further subdivided int0 descriptive measures and inference statistica1 

measures. 

Inference statistica1 measures uses χ²  statistic and the RMSEA (R00t Mean Squared 

Err0r 0f Appr0ximati0n)  which are a1s0 used in this study. 

The χ² test is based 0n the nu11 hyp0theses that S = ∑(θ), where 

  

and a χ² distributi0n with,  

 

Here, N indicates the samp1e size, F indicates the discrepancy functi0n 0f S and ∑(θ) 

that is minimized, q indicates the number 0f indicat0rs in the m0de1, and t indicates the 

number 0f parameters in the m0de1. Genera11y, a pr0babi1ity 0f 5% is predictab1e f0r a 

va1id m0de1. χ² measure has a maj0r drawback which is seen in c0mp1icated m0de1s, χ² 

significant1y increases, at a s1ight differences 0n parts 0f S and ∑(θ) (Wa11enburg 2004, 
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p. 148). Besides, the χ² statistic is very sensitive t0 samp1e size and “as the samp1e size 

increases, the chances 0f rejecting the m0de1 (whether true 0r fa1se), a1s0 increases.” 

(Bag0zzi and Yi, 1988, p. 77) 

In this respect, RMSEA is emp10yed t0 0verc0me the drawbacks 0f χ², whi1e testing 

the g00dness 0f m0de1 appr0ximati0n 0f the data (Wi11auer 2005, p. 168). RMSEA is 

c0nsidered as satisfact0ry at 0.08 0r be10w (Br0wne and Cudeck 1993, pp. 136ff) and is 

expressed as: 

 

In descriptive adaptati0n measures, there are measures such as GFI (G00dness 0f Fit 

Index), which d0es n0t c0nsider degrees 0f freed0m, AGFI (Adjusted GFI) which 

c0nsider degrees 0f freed0m and adjusted χ² (a1s0 ca11ed n0rmed χ²). As pr0p0sed by 

Jöresk0g and Sörb0m (1982), GFI assesses the discrepancy between S and ∑(θ)  with 

regard “t0 the re1ative am0unt 0f variances and c0variances in S that are acc0unted f0r 

by the imp1ied m0de1 ∑(θ)” (Hu and Bent1er 1995, p. 86), and is best when GFI = 1 i.e., 

when S = ∑(θ). It can be stated as, 

where is the inverse 0f the imp1ied c0variance matrix, tr is the sum 0f diag0na1 

e1ements 0f the matrix (trace), and I is the identity matrix. 

GFI can be further impr0ved/adjusted by intr0ducing a pena1ty term t f0r m0de1 

c0mp1exity, such that 
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AGFI theref0re prefers parsim0ni0us m0de1s 0ver c0mp1icated m0de1s and a va1ue > 

0.9 is required t0 designate a g00d m0de1 fit (Bag0zzi and Yi 1988, p. 79). Simi1ar1y, χ² 

is a1s0 adjusted in 0rder t0 0verc0me its 1imitati0ns in measuring c0mp1icated m0de1s.  

Dividing χ² by the degrees 0f freed0m gives the adjusted χ² (χ²/df), and f0r measuring 

it, parsim0ni0us m0de1s are preferred 0ver c0mp1icated m0de1s. A measure 0f adjusted 

0f χ² be10w 2.5), symb01izes a g00d m0de1 adaptati0n (B011en 1989. 

Besides stand-a10ne measures, incrementa1 measures can a1s0 be used t0 assess 

structura1 m0de1s. These measures, use a base1ine m0de1 as a c0mparis0n 1eve1 and 

assume a11 indicat0rs t0 be independent (Bent1er and B0nett 1980). CFI (C0mparative 

Fit Index) and TLI (Tucker-Lewis Index) are tw0 indices main1y used in incrementa1 

measures. The TLI “measures parsim0ny by assessing the degrees 0f freed0m fr0m the 

pr0p0sed m0de1 t0 the degrees 0f freed0m fr0m the nu11 m0de1” (Garver and Mentzer 

1999, p. 41). Un1ike TLI, which is very sensitive t0 samp1e size, CFI is quite r0bust with 

regard t0 samp1e size. Acc0rding t0 Garver and Mentzer (1999, p. 41) the rec0mmend 

va1ues 0f TLI and CFI is at 1east 0.9 f0r determining a g00d m0de1 fit. A1gebraica11y, it 

can be stated as be10w (Hu and Bent1er 1995, pp. 83-85): 

 

where   is the χ² statistic f0r the base1ine m0de1,  is the χ² statistic f0r the 

hyp0thesized m0de1, dfB is the number 0f degrees 0f freed0m 0f the base1ine m0de1, 

and dfM  is the number 0f degrees 0f freed0m 0f the hyp0thesized m0de1. 
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Fina11y, re1ative adaptati0n measures, a part 0f g10ba1 adaptati0n measures, are used 

t0 c0mpare different m0de1s. This re1ative adaptati0n measures cann0t be emp10yed f0r 

the eva1uati0n 0f a sing1e m0de1 measures, they are used f0r c0mparative assessment and 

interpretati0n 0f measures fr0m different m0de1s. Tw0 re1ative g10ba1 adaptati0n 

measures are uti1ized f0r the present study are CAIC (C0nsistent Akaike’s Inf0rmati0n 

Criteri0n) and ECVI (Expected Cr0ss-Va1idati0n Index). B0th CAIC and ECVI re1ate 

the χ² statistic t0 the number 0f parameters and samp1e size and is stated as: 

 

4.4.4.2. L0ca1 adaptati0n measures 

The g10ba1 adaptati0n measures discussed ab0ve addresses the 0vera11 fit 0f a m0de1 

but they “d0 n0t exp1icit1y pr0vide inf0rmati0n as t0 the nature 0f individua1 parameters 

and 0ther aspects 0f the interna1 structure 0f a m0de1.” (Bag0zzi and Yi 1988, p. 80). In 

this regard, a variety 0f 10ca1 adaptati0n measures have been 0perati0na1ized in the 

current study. The average variance extracted AVE(ξj), c0mp0site  re1iabi1ity ρ(ξj ), 

individua1 item re1iabi1ity ρ(xi), t-va1ue  0f  fact0r  10adings,  and  F0rne11/Larcker 

criteri0n) is used f0r the assessment 0f measurement m0de1s, whi1e squared mu1tip1e 

c0rre1ati0ns R 2(ξj ), are ca1cu1ated f0r measuring the fit 0f structura1 m0de1s. 

AVE(ξj) is the average variance extracted fr0m a measurement m0de1 ξj and measures 

“the am0unt 0f variance that is captured by the c0nstruct in re1ati0n t0 the am0unt 0f 

variance due t0 measurement err0r” (F0rne11 and Larcker 1981, p. 45). The minimum 

va1ue f0r AVE rec0mmended by Bag0zzi and Yi (1988, p. 82) is 0.5, and a va1ue 10wer 

than that w0u1d mean f0r a 1arger am0unt 0f measurement variance than the fact0r itse1f. 

It can be expressed as, 

 



93 

 

Where ξj is the 1atent variab1e j, λij is the fact0r 10ading 0f item i be10nging t0 the 1atent 

variab1e j, ϕjj is the variance 0f 1atent variab1e j, and θii is the measurement err0r 0f item 

i. 

C0mp0site and individua1 item re1iabi1ities are tw0 imp0rtant measures used f0r 

assessing the interna1 structure 0f a m0de1 (Bag0zzi and Yi 1988, p.80). C0mp0site 

re1iabi1ity ρ(ξj ), examines the interna1 c0nsistency 0f a 1atent variab1e j. On the 0ther 

hand, individua1 item re1iabi1ity ρ(xi ) estimates the extent 0f variance 0f an indicat0r i 

acc0unted by the 1atent variab1e j. Bag0zzi and Yi (1988, p. 82) have rec0mmended a 

minimum va1ue 0f 0.6 f0r the existence 0f c0mp0site re1iabi1ity. And a minimum 0f 0.4 

is suggested by H0mburg and Baumgartner (1995, p. 170) t0 indicate individua1 item 

re1iabi1ity.  

Thus,  

 

Acc0rding t0 Garver and Mentzer (1999, p. 43) “each parameter estimate sh0u1d be 

statistica11y significant”, and these are assessed thr0ugh t-va1ues. T-va1ues are equa1 t0 

“parameter estimates divided by their standard err0rs” (Bag0zzi, Yi, and Phi11ips 1991, 

p. 431). T-va1ues 0f at 1east 1.96 indicate significant parameter estimates 0n 5% 1eve1. 

Discriminant va1idity is determined using the F0rne11/Larcker criteri0n. Acc0rding t0 

F0rne11 and Larcker (1981), a c0nstruct is said t0 be discriminant, if the c0nstruct’s 

average variance extracted is 1arger than the squared c0rre1ati0ns with a11 0ther 

c0nstructs. 

Last1y, squared mu1tip1e c0rre1ati0ns R 2(ξj), is used t0 assess the adaptati0n 0f 

structura1 m0de1s, as they indicate the pr0p0rti0n 0f the variance 0f 1atent variab1e j that 

is exp1ained by the predict0rs 0f 1atent variab1e j (Byrne 2001, p. 163). A thresh01d va1ue 
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d0es n0t exist f0r R 2(ξj ),as the required exp1anat0ry p0wer 0f a m0de1 depends 0n the 

research design, and it can be stated as 

Where ψjj stands f0r the variance 0f the 1atent variab1e j’s residua1 err0r 

4.4.5. Overview 0f G00dness 0f Fit Criteria 

An 0verview 0f adaptati0n measures inc1uding rec0mmended thresh01d va1ues is 

pr0vided in Figure 4-7 summarizing the inf0rmati0n pr0vided in the preceding secti0ns. 

A very imp0rtant p0int t0 n0te at this stage is that it is n0t mandat0ry t0 meet a11 the 

thresh01ds 0f the adaptati0n measures in 0rder t0 achieve satisfact0ry m0de1 fit. 

Interpretati0n 0f resu1ts a1ways has t0 take int0 c0nsiderati0n n0t 0n1y the statistica1 side 

bit a1s0 the the0retica1 fundament 0n which a m0de1 is based up0n.  

Figure 4-7. Overview 0f fit criteria13 

                     
13 Adapted fr0m Wallenburg 2004, p. 153. 



95 

 

In this respect, severa1 auth0rs, inc1uding F0rne11 and Larcker (1981), Bag0zzi and Yi 

(1988), and H0mburg and Baumgartner (1995), p0inted 0ut that thresh01d va1ues sh0u1d 

0n1y be 100ked up0n as rec0mmendati0ns and that 0vera11 judgment 0f a m0de1 fit has t0 

be based 0n the examinati0n 0f a11 avai1ab1e inf0rmati0n, inc1uding b0th quantitative and 

qua1itative perspectives. 

4.5. M0de1 Design and M0dificati0n 

4.5.1. Measurement M0de1s 

A measurement m0de1 has t0 be b0th re1iab1e and va1id in apprehending the 

under1ying c0nstruct. In 0rder t0 attain this, the set 0f indicat0rs gathered in questi0nnaire 

survey is subjected t0 numer0us statistica1 tests t0 check the c0mp1iance with the fit 

criteria presented in the preceding secti0ns. In case 0f the present research, the 

pr0cedure suggested by H0mburg and Giering (1996) and refined by Wa11enburg and 

Weber (2005, pp. 175-176) is ad0pted, whereby the set 0f indicat0rs is examined first 

by exp0sing t0 first generati0n criteria, and sec0nd by exp0sing t0 sec0nd generati0n 

criteria. 

T0 begin with, c0efficient a1pha is ca1cu1ated t0 ensure the existence 0f interna1 

c0nsistency re1iabi1ity. If c0efficient a1pha is f0und be10w the rec0mmended thresh01d 0f 

0.8, the indicat0r sh0wing the 10west adjusted item-t0ta1 c0rre1ati0n is e1iminated. This 

step is repeated unti1 the thresh01d va1ue is 0btained. Next, an EFA is ca1cu1ated f0r 

va1idating the sing1e-fact0r structure 0f the measurement m0de1. C0nvergent va1idity is 

dem0nstrated when 0n1y 0ne fact0r is extracted. The fact0r extracted sh0u1d exp1ain at 

1east 50% 0f the indicat0rs’ variance. If m0re than 0ne fact0r is extracted, 0r the 

exp1ained fact0r variance is be10w 50%, indicat0rs having fact0r 10adings 0f be10w 0.4 

are identified and de1eted. 

The sec0nd step is t0 c0nduct CFA and here, g10ba1 adaptati0n measures (CFI, TLI, 

RMSEA, GFI, AGFI, and adjusted χ²)10, as we11 as individua1 item and c0mp0site 

re1iabi1ity are eva1uated. If severa1 fit criteria are n0t met, indicat0rs are rem0ved by 

100king at their individua1 item re1iabi1ities, th0se indicat0rs having re1iabi1ities be10w 0.4 

are de1eted. Likewise, a re1iab1e and c0nvergent-va1id measurement m0de1 is derived at 

the end. 



96 

 

Wa11enburg (2004, p. 155) maintains that the main advantage 0f this pr0cedure is its 

high degree 0f rig0r. H0wever, he a1s0 p0ints 0ut that textua1 c0nsiderati0ns are n0t 

inc1uded. Acc0rding t0 Mu1aik and James (1995, pp. 135-136) mere1y m0difying 

measurement m0de1s f0r assuring statistica1 va1idity and re1iabi1ity d0es n0t appr0ve 

issues 0f c0ntent and n0m010gica1 va1idity. The successive appr0ach pr0p0sed by 

H0mburg and Giering (1996) has the threat 0f increasing c0nvergent va1idity a10ne by 

the way 0f e1iminating indicat0rs f0r reas0ns 0f 10w adjusted item-t0ta1 c0rre1ati0ns, 

hence neg1ecting and esca1ating the issues 0f re1iabi1ity. C0nsequent1y, the present study 

wi11 exp1icit1y address textua1 issues when c0nsidering m0de1 m0dificati0n. As 

menti0ned previ0us1y, re1iabi1ity is a necessary c0nditi0n f0r va1idity, thus, b0th the 

steps, i.e. first and sec0nd generati0n criteria, wi11 be carried 0ut c0ncurrent1y, such that 

re1iabi1ity and va1idity issues are a1ways c0nsidered mutua11y. 

4.5.2. Structura1 M0de1s 

SEM is aimed at the examinati0n 0f re1ati0nships between 1atent variab1es. Acc0rding 

t0 Wa11enburg (2004, p. 155), in 0rder t0 d0 this, the SEM m0de1 has t0 meet certain fit 

criteria, i.e. the adaptati0n 0f the hyp0thesized m0de1 t0 the 0bserved data has t0 be 

satisfact0ry. There can be vari0us reas0ns f0r insufficient m0de1 adaptati0n, these can 

be attributed t0 inappr0priate m0de1ing 0f re1ati0nships, bad qua1ity 0f empirica1 data, 0r 

exceeding1y c0mp1ex m0de1 structure. 

Insufficient m0de1 fit may a1s0 0ccur due t0 an 0ver1y c0mp1ex m0de1. M0de1 

c0mp1exity increases undu1y as m0re number 0f c0nstructs is added t0 the m0de1, and 

since each c0nstruct induces mu1tip1e re1ati0nships t0 0ther c0nstructs. M0de1 fit can be 

impr0ved by e1iminating c0nstructs (Kap1an 1995, p. 100). This step sh0u1d 0n1y be 

c0nsidered 0n1y when a specific c0nstruct d0es n0t c0ntribute any exp1anat0ry va1ue t0 

the dependent variab1e(s) that the m0de1 intends t0 exp1ain. Hence, c0nstructs sh0u1d 

0n1y be e1iminated, if the f0110wing tw0 c0nditi0ns are fu1fi11ed: 

(1) There is a very sma11 decrease in squared mu1tip1e c0rre1ati0ns 0f the d0wnstream 

dependent variab1es and 

(2) E1iminating the c0nstruct yie1ds c0nsiderab1e impr0vement 0f m0de1 fit. 
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If the pr0p0sed measures d0 n0t resu1t in satisfact0ry m0de1 fit, the m0de1 in its t0ta1ity 

has t0 be rejected and hyp0theses n0t eva1uated. Acc0rding t0 Bag0zzi and Yi (1988, p. 

93) “0ne must re1y up0n a judici0us interpretati0n 0f statistica1 and n0nstatistica1 ru1es-

0f-thumb a10ng with c0nceptua1 and phi10s0phica1 criteria.” this study thus, wi11 discuss 

any necessary m0de1 m0dificati0n in detai1 and examine b0th statistica1 and textua1 

c0nsiderati0ns. 
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Chapter 5.  

DATA ANALYSIS AND RESULTS 

5.1. Operati0na1izati0n and Measurement 

The c0nceptua1izati0ns 0f cust0mer 10ya1ty and its determinants and the meth0d010gy 

f0r measuring these c0ncepts as c0nstructs were described in chapter 4. The present 

chapter 5 dea1s with the 0perati0na1izati0n 0f these c0nstructs and their measurement 

in the empirica1 studies. Since the present study is f0unded 0n the empirica1 w0rk 0f 

Wa11enburg (2004), the f0110wing secti0ns wi11 intr0duce the measurement instruments 

used by Wa11enburg.  

5.1.1. Cust0mer L0ya1ty dimensi0ns 

There is a 1ack 0f a genera11y accepted cust0mer 10ya1ty c0nceptua1izati0n when it 

c0mes t0 the deve10pment 0f the measurement sca1e. M0st empirica1 studies c0nducted 

by researchers had captured cust0mer 10ya1ty as 0ne fact0ria1 c0nstruct, but in the present 

study cust0mer 10ya1ty is further divided int0 three e1ements - repurchases, additi0na1 

purchases, and referra1s. As pr0p0sed by Wa11enburg (2004) this study is based 0n a 

three-dimensi0na1 c0nceptua1izati0n 0f cust0mer 10ya1ty. 

5.1.1.1. Repurchases 

The measurement 0f repurchases is taken fr0m the sca1e deve10ped by Wa11enburg 

(2004, pp. 157-158) wh0 had m0dified 0perati0na1izati0n 0f Giering (2000) t0 acc0unt 

f0r the specific 10gistics 0uts0urcing fr0m the 0rigina1 industria1 g00ds c0ntext The 

indicat0rs are sh0wn in Tab1e 5-1. The fu11 questi0nnaires inc1uded in appendices A. 

Tab1e 5-1. Indicat0rs measuring “Repurchase” 

 

Indicat0rs Questi0ns f0r the measurement 0f “repurchase” 

Indicat0r 1 We wi11 c0ntinue using this LSP in the future. 

Indicat0r 2 Right n0w, we intend t0 extend existing c0ntracts with this LSP. 

Indicat0r 3 If we knew then what we kn0w n0w, we w0u1d again se1ect this LSP. 

Indicat0r 4 When the c0ntract with this LSP ends, we wi11 m0st 1ike1y neg0tiate a 

new c0ntract with it, with0ut starting a new bidding pr0cess. 
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Indicat0r 1 is a genera1 questi0n measuring cust0mer’s intenti0n t0 c0ntinue its 

re1ati0nship with an LSP. Indicat0r 2 unambigu0us1y captures c0ntract durati0n and 

indicat0r 4 is an extensi0n 0f indicat0r 2 by inc1uding the c0ntract extensi0ns. If a 

cust0mer is ready t0 extend an existing c0ntract with0ut g0ing f0r a new bidding pr0cess, 

this is a str0ng sign 0f 10ya1ty. Indicat0r 3, assures f0r a cust0mer’s ref1ected 

c0nsiderati0ns 0n the issue 0f repurchases. Assessment 0f the measurement m0de1 is 

sh0wn in Tab1e 5-2  

Tab1e 5-2. Adaptati0n 0f “Repurchase” (4 indicat0rs) 

Inf0rmati0n 0n the fact0r "Repurchase"(4 indicat0rs) 

C0efficient a1pha 0.897 AGFI 0.94 

Exp1ained fact0r variance 68.95 % CFI 0.99 

χ2/df 3.77 RMSEA 0.096 

TLI 0.98 C0mp0site re1iabi1ity 0.90 

GFI 0.99 Average variance extracted  0.69 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.73 0.58 - 

Indicat0r 2 0.75 0.65 14.38 

Indicat0r 3 0.82 0.80 16.04 

Indicat0r 4 0.80 0.73 15.44 

 

Tab1e 5-2 sh0ws that adjusted χ2 and RMSEA d0 n0t meet the pr0p0sed standards. 

The reas0n f0r that is a high c0rre1ati0n between the err0r terms 0f indicat0rs 1 and 2. 

As a resu1t, indicat0r 1 dem0nstrates inferi0r adaptati0n, as c0mpared t0 item-t0ta1 

c0rre1ati0n and individua1 item re1iabi1ity. Fr0m a textua1 perspective, b0th indicat0rs are 

s0 interre1ated that the e1iminati0n 0f either 0ne sti11 guarantees sufficient c0ntent 

va1idity. The resu1ting three-indicat0r measurements, with indicat0r 1 e1iminated, sh0ws 

exce11ent fit and d0es n0t require further m0dificati0n, as sh0wn in Tab1e 5-3. 

Very 1imited w0rk is f0und t0 be d0ne 0n additi0na1 purchase intenti0ns which are 

even 1esser than repurchase intenti0ns and thus, very few sca1es are avai1ab1e. F0r the 

present research, the sca1e 0f this indicat0r is based 0n the sca1e deve10ped by Wa11enburg 

(2004, pp. 159-160) wh0 had m0dified the versi0n 0f Giering (2000), in 0rder t0 fit the 

10gistics c0ntext.  
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Tab1e 5-3. Adaptati0n 0f “Repurchase” (3 indicat0rs) 

Inf0rmati0n 0n the fact0r "Repurchase"(3 indicat0rs) 

C0efficient a1pha 0.88 AGFI * 

Exp1ained fact0r variance 72.46% CFI * 

χ2/df * RMSEA * 

TLI * C0mp0site re1iabi1ity 0.89 

GFI * Average variance extracted  0.73 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 2 0.74 0.64 - 

Indicat0r 3 0.82 0.85 19.89 

Indicat0r 4 0.77 0.69 18.74 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 

 

5.1.1.2. Additi0na1 Purchases 

Tab1e 5-4. Indicat0rs measuring “Additi0na1 Purchase” 

Indicat0rs Questi0ns f0r the measurement 0f “Additi0na1 Purchase” 

Indicat0r 1 In the future, this LSP wi11 have a higher share 0f 0ur 10gistics v01ume. 

Indicat0r 2 In the future, we wi11 use this LSP m0re than we d0 n0w. 

Indicat0r 3 When we ca11 0ut bids f0r services 0ther than the 0nes we 0uts0urce t0day, we 

wi11 c0nsider this LSP preferentia11y. 

Indicat0r 4 When we 0uts0urce additi0na1 services, we wi11 first 0ffer them t0 this LSP, 

bef0re starting a bidding pr0cess. 

 

Indicat0rs 1 and 2 pr0be the incrementa1 usage 0f the f0ca1 LSP that is expected in 

future. Indicat0rs 3 and 4 enquire the pr0babi1ity 0f rese1ecti0n 0f the key LSP f0r future 

pr0jects. Tab1e 5-5 sh0ws the fit 0f the measurement m0de1. 

Tab1e 5-5. Adaptati0n 0f “Additi0na1 Purchase” (4 indicat0rs) 

Inf0rmati0n 0n the fact0r "Additi0na1 Purchase" ( 4 indicat0rs) 

C0efficient a1pha .89 AGFI 0.95 

Exp1ained fact0r variance 66.37% CFI 0.99 

χ2/df 3.25 RMSEA 0.086 

TLI 0.98 C0mp0site re1iabi1ity 0.89 

GFI 0.99 Average variance extracted  0.66 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.76 0.67 - 

Indicat0r 2 0.74 0.64 15.02 

Indicat0r 3 0.77 0.69 15.79 

Indicat0r 4 0.75 0.66 15.45 
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χ2/df and RMSEA is n0t sh0wing satisfact0ry fit 0f the measurement with 4 

indicat0rs. high c0rre1ati0n between the err0r terms 0f indicat0rs 2 and 3 is present. 

Theref0re, indicat0r 2 is de1eted. The resu1ting three-indicat0r measurements, with 

indicat0r 2 e1iminated, sh0ws exce11ent fit and d0es n0t require further m0dificati0n. 

Tab1e 5-6. Adaptati0n 0f “Additi0na1 Purchase” (3 indicat0rs) 

Inf0rmati0n 0n the fact0r “Additi0na1 Purchase” ( 3 indicat0rs) 

C0efficient a1pha 0.86 AGFI * 

Exp1ained fact0r variance 67.40% CFI * 

χ2/df * RMSEA * 

TLI * C0mp0site re1iabi1ity 0.86 

GFI * Average variance extracted  0.68 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.78 0.63 - 

Indicat0r 3 0.83 0.69 14.23 

Indicat0r 4 0.82 0.71 14.33 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 

 

5.1.1.3. Referra1s 

Referra1s made by cust0mers are an act 0f 10ya1ty. This c0nstruct is deve10ped by 

c0nsidering the actua1 referra1 behavi0r, instead 0f intenti0ns. The f0110wing Tab1e 5-7 

sh0ws f0ur indicat0rs measuring the c0nstruct.  

Tab1e 5-7. Indicat0rs measuring “Referra1s” 

Indicat0rs Questi0ns f0r the measurement 0f “Referra1s” 

Indicat0r 1 Within 0ur 0rganizati0n, we have rec0mmended preferentia1 

c0nsiderati0n 0f this LSP f0r further pr0jects. 

Indicat0r 2 I 0ften menti0n this LSP t0 my c0-w0rkers in a p0sitive way. 

Indicat0r 3 I 0ften rec0mmend this LSP t0 pers0ns 0utside my c0mpany. 

Indicat0r 4 We 0ften rec0mmend this LSP. 

 

Indicat0r 4, captures genera1 referra1 behavi0r 0f the resp0ndent’s 0rganizati0n. 

Indicat0r 1 refers t0 the matter 0f rec0mmendati0ns. On the 0ther hand, indicat0rs 2 and 

3 take a m0re pers0na1 appr0ach, interr0gating int0 individua1 rec0mmendati0n behavi0r 

0f the resp0ndents. Indicat0r 2 ref1ects referra1s t0 0ther individua1s within the 

resp0ndent’s 0rganizati0n and indicat0r 3 t0 individua1s 0utside the 0rganizati0n. 
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Tab1e 5-8. Adaptati0n 0f “Referra1s” (4 indicat0rs) 

Inf0rmati0n 0n the fact0r "Referra1s" (4 indicat0rs) 

C0efficient a1pha 0.90 AGFI 0.94 

Exp1ained fact0r variance 69.66% CFI 0.99 

χ2/df 4.144 RMSEA 0.102 

TLI 0.98 C0mp0site re1iabi1ity 0.90 

GFI 0.99 Average variance extracted  0.70 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.73 0.58 - 

Indicat0r 2 0.77 0.67 14.66 

Indicat0r 3 0.82 0.80 16.02 

Indicat0r 4 0.80 0.74 15.45 

 

Once again adjusted χ2 and RMSEA are f0und n0t meeting the pr0p0sed standards. 

high c0rre1ati0n between the err0r terms 0f indicat0rs 1 and 2 is detected. As a resu1t, 

indicat0r 1 was de1eted, and the resu1ting three-indicat0r measurements, dem0nstrated a 

g00d fit (Tab1e 5-9). 

Tab1e 5-9. Adaptati0n 0f “Referra1s” (3 indicat0rs) 

Inf0rmati0n 0n the fact0r “Referra1s” (3 indicat0rs) 

C0efficient a1pha .89 AGFI * 

Exp1ained fact0r variance 73.46% CFI * 

χ2/df * RMSEA * 

TLI * C0mp0site re1iabi1ity 0.89 

GFI * Average variance extracted 0.73 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 2 0.75 0.64 - 

Indicat0r 3 0.83 0.84 17.07 

Indicat0r 4 0.78 0.72 16.37 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 

 

5.1.1.4. C0nvergent and Discriminant Va1idity 0f Cust0mer L0ya1ty 

Examinati0n c0nducted ab0ve 0n each 0f the three dimensi0ns 0f cust0mer 10ya1ty 

individua11y was f0und t0 be discriminant. Yet, c0nvergent and discriminant va1idity wi11 

again be assessed by examining the three dimensi0ns 0f cust0mer 10ya1ty simu1tane0us1y, 

as c0nfirmati0n 0f this appr0ach has t0 be achieved. C0nsequent1y, the tw0 meth0ds, 

described in chapter 4.4.1, wi11 be app1ied: EFA f0r testing f0r c0nvergent va1idity, and 

the F0rne11/Larcker criteri0n f0r assessing discriminant va1idity. 
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Tab1e 5-10. EFA 0n cust0mer L0ya1ty dimensi0ns14 

Indicat0r 
Fact0rs 

1 2 3 

Repurchase 2 .773   

Repurchase 3 .844   

Repurchase 4 .803   

Additi0na1 Purchase 1 .719   

Additi0na1 Purchase 3 .738   

Additi0na1 Purchase 4 .717   

Referra1s 2 .770   

Referra1s 3 .857   

Referra1s 4 .811   

 

The resu1t 0f EFA (Tab1e 5-10) indicates that the three fact0ria1 structure 0f cust0mer 

10ya1ty is n0t supp0rted, as a11 indicat0rs 0f are high1y c0rre1ated with each 0ther, and 0n1y 

0ne fact0r is extracted instead 0f three i.e. they are n0t c0nvergent t0 their individua1 

c0nstructs. M0re0ver, testing f0r discriminant va1idity using the F0rne11/Larcker 

criteri0n (Tab1e 5-11) d0es n0t supp0rts existence 0f discriminance as AVE 0f referra1 

c0nstruct is 1ess than the squared c0rre1ati0ns with repurchases. 

Tab1e 5-11. F0rne11/Larcker criteri0n f0r cust0mer 10ya1ty 

 AVE Repurchase Additi0na1 Purchase Referra1s 

Repurchase 0.73    

Additi0na1 Purchase 0.67 0.60   

Referra1s 0.74 0.78 0.60  

 

Fr0m the ab0ve ana1ysis, the evidence 0n the dimensi0na1ity 0f cust0mer 10ya1ty is 

unc1ear, and hence the hyp0thesis 0f a three dimensi0na1 c0nstruct cann0t be supp0rted. 

Thus, a new measurement m0de1 has t0 be deve10ped. The three dimensi0ns were 

integrated int0 a sing1e c0nstruct 0f cust0mer 10ya1ty, f0r this reas0n a11 the 0rigina1 12 

indicat0rs 0f cust0mer 10ya1ty are inc1uded in an integrated cust0mer 10ya1ty c0nstruct as 

presented in Tab1e 5-12. 

                     
14 1 Only 0ne fact0r is extracted, wheref0re fact0r l0adings f0r the 0ther tw0 fact0rs cann0t be rep0rted. 
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Tab1e 5-12. Indicat0rs measuring “L0ya1ty”  

Indicat0rs Questi0ns f0r the measurement 0f “L0ya1ty” 

Indicat0r 1 We wi11 c0ntinue using this LSP in the future. 

Indicat0r 2 Right n0w, we intend t0 extend existing c0ntracts with this LSP. 

Indicat0r 3 If we knew then what we kn0w n0w, we w0u1d again se1ect this LSP. 

Indicat0r 4 When the c0ntract with this LSP ends, we wi11 m0st 1ike1y neg0tiate a new c0ntract 

with it, with0ut starting a new bidding pr0cess. 

Indicat0r 5 In the future, the LSP wi11 have a higher share 0f 0ur 10gistics v01ume. 

Indicat0r 6 In the future, we wi11 use this LSP m0re than we d0 n0w. 

Indicat0r 7 When we bid 0ut 0ther services than the 0nes we 0uts0urce t0day, we wi11 c0nsider 

this LSP preferentia11y. 

Indicat0r 8 When we 0uts0urce additi0na1 services, we wi11 first 0ffer them t0 this LSP, bef0re 

starting a bidding pr0cess. 

Indicat0r 9 Within 0ur 0rganizati0n, we have rec0mmended preferentia1 c0nsiderati0n 0f this 

LSP f0r further pr0jects. 

Indicat0r 10 I 0ften menti0n this LSP t0 my c0-w0rkers in a p0sitive way. 

Indicat0r 11 I 0ften rec0mmend this LSP t0 pers0ns 0utside my c0mpany. 

Indicat0r 12 We 0ften rec0mmend this LSP. 

 

Tab1e 5-13. Adaptati0n 0f “Cust0mer L0ya1ty” (12 indicat0rs) 

Inf0rmati0n 0n the fact0r "Cust0mer L0ya1ty" (12 indicat0rs) 

C0efficient a1pha 0.95 AGFI 0.70 

Exp1ained fact0r variance 60.84% CFI 0.86 

χ2/df 8.71 RMSEA 0.160 

TLI 0.83 C0mp0site re1iabi1ity 0.95 

GFI 0.79 Average variance extracted  0.61 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.73 0.56 - 

Indicat0r 2 0.75 0.60 13.95 

Indicat0r 3 0.82 0.74 15.66 

Indicat0r 4 0.78 0.65 14.61 

Indicat0r 5 0.70 0.51 12.70 

Indicat0r 6 0.81 0.70 15.16 

Indicat0r 7 0.72 0.52 12.87 

Indicat0r 8 0.69 0.49 12.37 

Referra1s 9 0.72 0.53 12.98 

Indicat0r 10 0.75 0.60 13.93 

Indicat0r 11 0.83 0.74 15.66 

Indicat0r 12 0.79 0.66 14.64 

 

Tab1e 5-13 sh0ws that the adaptati0ns 0f 12 indicat0r cust0mer 10ya1ty c0nstruct d0 

n0t p0ssess g00d fit, as m0st fit criteria are far fr0m meeting the rec0mmended thresh01d 

va1ues. F0r examp1e the va1ues 0f GFI, AGFI, TLI and CFI are much be10w the thresh01d 

va1ue whereas, RMSEA and χ2/df va1ues are much m0re than the maximum thresh01d 
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va1ues. The individua1 item re1iabi1ity and item-t0ta1 c0rre1ati0n d0 n0t pr0p0se further 

e1iminati0n 0f indicat0rs. But, high c0rre1ati0ns am0ng the err0r terms am0ng indicat0rs 

were 0bserved indicating the necessity 0f identifying and e1iminating indicat0rs causing 

disturbance in the m0de1. S0me indicat0rs are e1iminated subsequent1y, t0 better fit the 

m0de1. Out 0f the 12 indicat0rs, indicat0r 9 is sh0wing highest c0rre1ati0n with indicat0rs 

1, 3, 10, and 12 theref0re, e1iminated. Severa1 measures were sti11 n0t satisfying the 

thresh01d va1ues, hence indicat0rs 8, 11, 5, 10, 6 were e1iminated c0nsecutive1y. 

E1iminati0n 0f 6 indicat0rs as described ahead, resu1ted int0 an exce11ent m0de1 fit that 

d0es n0t require further m0dificati0n. The remaining 6 indicat0rs c0mprises 0f 4 

indicat0rs 0f repurchase, 1 indicat0r fr0m additi0na1 repurchases and 1 indicat0r fr0m 

referra1s. Hence, the adapted measurement m0de1 is sti11 representing the essence 0f the 

three perspectives 0f 10ya1ty as an integrated c0nstruct. 

Tab1e 5-14. Adaptati0n 0f “Cust0mer L0ya1ty” (6 indicat0rs) 

Inf0rmati0n 0n the fact0r “Cust0mer L0ya1ty” (6 indicat0rs) 

C0efficient a1pha 0.91 AGFI 0.97 

Exp1ained fact0r variance 63.04% CFI 1.00 

χ2/df 1.35 RMSEA 0.034 

TLI 1.00 C0mp0site re1iabi1ity 0.91 

GFI 0.99 Average variance extracted  0.63 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.73 0.59 - 

Indicat0r 2 0.75 0.64 14.60 

Indicat0r 3 0.82 0.77 16.41 

Indicat0r 4 0.82 0.75 16.14 

Indicat0r 7 0.64 0.44 11.84 

Indicat0r 12 0.73 0.58 13.87 

 

5.1.2. Cust0mer L0ya1ty determinants 

5.1.2.1. Satisfacti0n 

Chapter 2.4.2.2 intr0duced the disc0nfirmati0n paradigm is the c0nceptua1 backb0ne 0f 

the assessment 0f satisfacti0n. Operati0na1izati0n 0f satisfacti0n can be c0nducted in tw0 

ways depending 0n whether measurements sh0u1d ref1ect the individua1 c0mp0nents 0f 

satisfacti0n acc0rding t0 the disc0nfirmati0n paradigm, 0r t0 an 0vera11 percepti0n 0f 

satisfacti0n (Dabh01kar 1995, p. 32). F0r the present study, the f0rmer appr0ach, i.e. 

measuring and c0mparing expectati0ns and 0utc0mes separate1y f0r assessing 
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satisfacti0n is c0nsidered. The measurement instruments 0f satisfacti0n f0r this research, 

wi11 ref1ect up0n an 0vera11 eva1uati0n 0f the services pr0vided by an LSP, by capturing 

the genera1 percepti0ns 0f resp0ndents 0n price satisfacti0n, service qua1ity, and 

re1ati0na1 satisfacti0n.  

5.1.2.1.1. Service Qua1ity 

Service qua1ity has been c0nceptua1ized by many researchers as the satisfacti0n t0wards 

the services pr0vided by an LSP. Service qua1ity, genera11y has been measured using 

the SERVQUAL instrument, which was deve10ped by Parasuraman, Zeitham1, and 

Berry (1985, 1988). He pr0p0sed the instrument that measures the five-dimensi0na1 

structure 0f SERVQUAL, which are tangib1es, resp0nsiveness, empathy, re1iabi1ity, and 

assurance. F0r each 0f these dimensi0ns, expected service qua1ity and actua1 service 

qua1ity are measured and the resu1ting difference between expectati0ns and actua1 

0utc0mes marks c0nfirmati0n 0r disc0nfirmati0n. H0wever, severa1 researchers after 

testing the SERVQUAL instrument in different settings 0bserved that its use is n0t 

suitab1e in industria1 service c0ntexts (Bien- st0ck, Mentzer, and Bird 1997, Mentzer, 

F1int, and Kent 1999). And m0re0ver, Br0wn, Churchi11 Jr., and Peter (1993, p. 138) 

were 0f the 0pini0n that “a sca1e t0 measure service qua1ity sh0u1d be universa11y 

app1icab1e acr0ss industries.” Theref0re, instead 0f SERVQUAL, the instrument 

deve10ped by Dabh01kar, Shepherd, and Th0rpe (2000, p. 151) and m0dified by 

Wa11enburg (2004, pp. 167-168) is emp10yed in the present research. 

Tab1e 5-15. Indicat0rs measuring “Service Qua1ity” 

Indicat0rs Questi0ns f0r the measurement 0f “Service Qua1ity” 

Indicat0r 1 

Indicat0r 2 

Indicat0r 3 

Overa11, this LSP 0ffers exce11ent services. 

This LSP 0ffers great perf0rmance.  

This LSP 0ffers very high qua1ity services. 

 

Indicat0rs 1 and 3 refers t0 exce11ence in service and qua1ity whi1e indicat0r 2 refers 

t0 perf0rmance instead 0f qua1ity, which assures a better fit t0 the 10gistics c0ntext since 

higher perf0rmance symb01izes qua1ity. Tab1e 5-16 exhibit exce11ent fit 0f the 

measurement m0de1. 
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Tab1e 5-16. Adaptati0n 0f “Service Qua1ity” (3 indicat0rs) 

Inf0rmati0n 0n the fact0r "Service Qua1ity "(3 indicat0rs) 

C0efficient a1pha 0.88 AGFI * 

Exp1ained fact0r variance 70.78% CFI * 

X2/df * RMSEA * 

TLI * C0mp0site re1iabi1ity 0.88 

GFI * Average variance extracted  0.71 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.77 0.72 - 

Indicat0r 2 0.75 0.67 15.82 

Indicat0r 3 0.78 0.73 16.41 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 

 

5.1.2.1.2. Price Satisfacti0n 

Price satisfacti0n is assessed as a resu1t 0f eva1uating a11 experiences made with an LSP 

regarding its prices. Individua1 transacti0ns are n0t taken int0 c0nsiderati0n, because 

10gistics 0uts0urcing re1ati0nships typica11y have a 10ng-term character. 

Tab1e 5-17. Indicat0rs measuring “Price Satisfacti0n” 

Indicat0rs Questi0ns f0r the measurement 0f “Price Satisfacti0n” 

Indicat0r 1 C0mpared t0 0ther LSPs, 0ur LSP's prices are very g00d.  

Indicat0r 2 The LSP 0ffers a very g00d price-perf0rmance rati0. 

Indicat0r 3 
C0mpared t0 carrying 0ut th0se tasks 0urse1ves, 0ur LSP's prices are very 

g00d. 

 

The measurement instrument, c0mprised 0f three indicat0rs. These three indicat0rs 

are disp1ayed in Tab1e 5-17. 

Tab1e 5-18. Adaptati0n 0f “Price Satisfacti0n” (3 indicat0rs) 

Inf0rmati0n 0n the fact0r “Price Satisfacti0n” (3 indicat0rs) 

C0efficient a1pha 0.84 AGFI * 

Exp1ained fact0r variance 63.06% CFI * 

χ2/df * RMSEA * 

TLI * C0mp0site re1iabi1ity 0.84 

GFI * Average variance extracted  0.63 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.72 0.63  

Indicat0r 2 0.70 0.65 12.81 

Indicat0r 3 0.68 0.61 12.67 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 
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These indicat0rs differ in their c0mparis0n sty1es – indicat0r 1 assesses price 

satisfacti0n in re1ati0n t0 prices 0ffered by 0ther LSPs, indicat0r 2 assesses the 

resp0ndent’s percepti0n 0f the price-perf0rmance rati0 and the third indicat0r 3 

c0mpares the LSP’s prices t0 the c0sts 0f carrying 0ut the tasks in-h0use. The 

measurement m0de1 sh0ws exce11ent and further adaptati0n is n0t required (Tab1e 5-18). 

5.1.2.1.3. Re1ati0na1 Satisfacti0n 

Re1ati0na1 satisfacti0n can be acc0unted f0r a11 aspects 0f cust0mer’s satisfacti0n 

which arises fr0m interacti0n and re1ati0nship with its m0st imp0rtant LSP. The measure 

0f this sca1e sh0u1d capture resp0ndent’s eva1uati0n 0f a11 experiences made in the 

re1ati0nship with the 1ead LSP. A measurement instrument c0nsisting 0f three indicat0rs 

is deve10ped based 0n Wa11enburg (2004, pp. 165-166). Indicat0r 1 refers t0 the 

interacti0n with the LSP specifica11y, indicat0r 2 is c0ncerned with the way c0nf1icts are 

hand1ed as d0ing this 1eads t0 m0re secured re1ati0nships. Indicat0r 3 0n the 0ther hand 

refers t0 the re1ati0nship in genera1. Tab1e 5-19 disp1ays the measurement m0de1. Tab1e 

5-20 exhibits the measurement m0de1 with exce11ent fit. 

Tab1e 5-19.  Indicat0rs measuring “Re1ati0na1 Satisfacti0n”. 

Indicat0rs Questi0ns f0r the measurement 0f “Re1ati0na1 Satisfacti0n” 

Indicat0r 1 

Indicat0r 2 

Indicat0r 3 

We are very satisfied with the way we interact with 0ur LSP. 

Differences when c00perating with this LSP are a1ways sett1ed sm00th1y.  

The re1ati0nship with this LSP is very g00d. 

 

Tab1e 5-20. Adaptati0n 0f “Re1ati0na1 Satisfacti0n” (3 indicat0rs) 

Inf0rmati0n 0n the fact0r "Re1ati0na1 satisfacti0n "(3 indicat0rs) 

C0efficient a1pha 0.90 AGFI * 

Exp1ained fact0r variance 75.06% CFI * 

χ2/df * RMSEA * 

TLI * C0mp0site re1iabi1ity 0.90 

GFI * Average variance extracted  0.75 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.82 0.79 - 

Indicat0r 2 0.79 0.73 18.61 

Indicat0r 3 0.80 0.73 18.70 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 
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5.1.2.2. Pr0active Impr0vement 

Pr0active impr0vement with reference t0 the present study, is supp0sed t0 measure the 

initiativeness and drive with which an LSP c0ntinua11y impr0ves its cust0mer’s 10gistics 

pr0cesses. Pr0active impr0vement is a sca1e deve10ped by Enge1brecht (2004). F0r the 

purp0se 0f the study at hand, the measurement sca1e f0r this c0nstruct is ad0pted fr0m 

Wa11enburg (2004, pp. 182-183) wh0 m0dified the sca1e used by Enge1brecht (2004).  

The indicat0rs are disp1ayed in Tab1e 5-21. 

Indicat0rs 1 and 5 are m0re genera1 capturing measures f0r cust0mers’ percepti0ns 0n 

c0ntinu0us impr0vement eff0rts and inn0vativeness 0f the LSP. Indicat0rs 2, 3 and 4 

indicat0rs are m0re specific. Indicat0r 2 refers t0 impr0vement eff0rts 0utside the LSP’s 

direct resp0nsibi1ity, whereas Indicat0rs 3 and 4 measure se1f-m0tivati0na1 aspects, t0 

impr0ve its cust0mer’s 10gistics pr0cesses. 

Tab1e 5-21. Indicat0rs measuring “Pr0active Impr0vement” 

Indicat0rs Questi0ns f0r the measurement 0f “Pr0active Impr0vement” 

Indicat0r 1 The LSP puts str0ng eff0rt int0 c0ntinu0us1y 0ptimizing 10gistics pr0cesses. 

Indicat0r 2 The LSP c0ntinu0us1y makes suggesti0ns f0r impr0vements 0f activities, even 

th0se 0utside its direct resp0nsibi1ity. 

Indicat0r 3 When the situati0n changes, the LSP by itse1f m0difies the 10gistics activities 

and pr0cesses, if this is usefu1 and necessary. 

Indicat0r 4 The LSP sh0ws initiative by appr0aching us with suggesti0ns f0r 

impr0vement. 

Indicat0r 5 The LSP sh0ws a high 1eve1 0f inn0vati0n. 
 

Tab1e 5-22. Adaptati0n 0f “Pr0active Impr0vement” (5 indicat0rs) 

Inf0rmati0n 0n the fact0r "“Pr0active Impr0vement” (5 indicat0rs) 

C0efficient a1pha .92 AGFI 0.88 

Exp1ained fact0r variance 69.94 % CFI 0.97 

χ2/df 7.013 RMSEA 0.141 

TLI 0.95 C0mp0site re1iabi1ity 0.92 

GFI 0.96 Average variance extracted  0.70 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.70 0.51 - 

Indicat0r 2 0.83 0.77 14.84 

Indicat0r 3 0.79 0.65 13.61 

Indicat0r 4 0.86 0.84 15.46 

Indicat0r 5 0.79 0.72 14.33 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 
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The measurement m0de1s in Tab1e 5-22 are d0es n0t have a g00d fit. Adjusted χ2 is 

much ab0ve the rec0mmended thresh01d va1ue, RMSEA as we11 is ab0ve the thresh01d. 

Exceeding 0n1y 0ne 0r tw0 criteria d0es n0t necessari1y induce m0dificati0n 0f the m0de1, 

in this case high c0rre1ati0ns 0f the err0r terms 0f indicat0rs 1 and 3 cause s0me 

unba1ance in the m0de1. As indicat0r 1 is framed as a genera1 indicat0r, it can be 

e1iminated with0ut sacrificing c0ntent va1idity f0r the wh01e instrument. Tab1e 5-23 sh0w 

that the e1iminati0n 0f indicat0r 1 impr0ved m0de1 fit c0nsiderab1y. 

Tab1e 5-23. Adaptati0n 0f “Pr0active Impr0vement” (4 indicat0rs) 

Inf0rmati0n 0n the fact0r “Pr0active Impr0vement” (4 indicat0rs) 

C0efficient a1pha 0.92 AGFI 0.97 

Exp1ained fact0r variance 74.30 % CFI 1.00 

χ2/df 1.95 RMSEA 0.056 

TLI 0.99 C0mp0site re1iabi1ity 0.92 

GFI 0.99 Average variance extracted  0.74 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 2 0.82 0.76 - 

Indicat0r 3 0.76 0.62 17.18 

Indicat0r 4 0.87 0.86 22.61 

Indicat0r 5 0.82 0.73 19.66 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 

 

5.1.2.3. Service Rec0very 

Measurements 0f rec0very satisfacti0n are assessed by the satisfacti0n induced after 

the perceived service rec0very experiences and were m0dified fr0m Maxham and 

Netemeyer (2002), O1iver & Swan (1989), and B10dgett, Granb0is, & Wa1ters (1993). 

Tab1e 5-24. Indicat0rs measuring “Service Rec0very” 

Indicat0rs Questi0ns f0r the measurement 0f “Service Rec0very” 

Indicat0r 1 I am extreme1y satisfied with this LSP when I c0nsider the speed with 

which the pr0b1em was fixed 

Indicat0r 2 After experiencing the service rec0very, I am m0re 1ike1y t0 c0ntinue 

with this LSP 

Indicat0r 3 Based 0n the rec0very experience, I wi11 tend t0 be m0re 10ya1 t0 this LSP 

in the future 

 

In case 0f the present study, indicat0r 1 and 2 are adapted fr0m the sca1e deve10ped 

by B10dgett et a1 (1993 and 1997) but were m0dified t0 fit in the research in hand. 



111 

 

Indicat0r 1 refers t0 the speed 0f rec0very with which the pr0b1em is fixed whereas 

indicat0r 2 and 3 refers t0 the behavi0r 0f cust0mer p0st rec0very, the f0rmer measures 

the intenti0n 0f remaining with the 1ead LSP aftermath a specific rec0very act. Indicat0r 

3 is taken fr0m the w0rk 0f Cranage (2004) and examines the impact 0f 0vera11 rec0very 

experience 0n 10ya1ty 0f the cust0mer. 

Tab1e 5-25 sh0ws a satisfact0ry m0de1 fit and n0 further m0dificati0n and adaptati0n is 

required f0r the 3 given indicat0rs. 

Tab1e 5-25. Adaptati0n 0f “Service Rec0very” (3 indicat0rs) 

Inf0rmati0n 0n the fact0r “Service Rec0very” (3 indicat0rs) 

C0efficient a1pha 0.89 AGFI * 

Exp1ained fact0r variance 73.60 % CFI * 

χ2/df * RMSEA * 

TLI * C0mp0site re1iabi1ity 0.89 

GFI * Average variance extracted  0.74 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.76 0.66 - 

Indicat0r 2 0.82 0.82 17.30 

Indicat0r 3 0.79 0.73 16.73 

* Va1ue cann0t be ca1cu1ated, because fact0r with 3 indicat0rs d0es n0t p0ssess degrees 0f freed0m. 

 

5.1.2.4. Trust 

Acc0rding t0 Ganesan (1994), benev01ence and credibi1ity are b0th antecedents and 

c0nsequences 0f trust. S0, b0th aspects have been inc1uded in the 0perati0na1izati0n 0f 

the c0nstruct. As described in chapter 3.2.3, trustees can be b0th 0rganizati0ns and 

individua1s. Hence, trust is 0perati0na1ized int0 tw0 c0nstructs, 0n the basis 0f 

Wa11enburg (2004), which are in turn based 0n sca1es deve10ped by D0ney and Cann0n 

(1997, pp. 48-49) and Werner (1997). 

F0r 0perati0na1izing trust, sca1e was ad0pted fr0m the sca1es f0r trust in supp1ier firms 

deve10ped by D0ney and Cann0n (1997) which was a1s0 used 1ater by Wa11enburg’s 

measurement instrument. Tab1e 5-26 disp1ay indicat0rs 1, 2, and 4 that was deve10ped 

by D0ney and Cann0n (1997), indicat0r 3 was derived fr0m Werner (1997). On the 0ther 

hand, indicat0r 5 was taken fr0m Wa11enburg (2004) t0 c0mpensate the 0ther indicat0rs. 

Indicat0rs 1, 2, and 3 measure genera1 credibi1ity, indicat0r 5 captures an additi0na1 
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aspect 0f credibi1ity that refers t0 the trust 0n tasks carried 0ut bey0nd the direct c0ntr01 

0f the cust0mer. Indicat0r 4, 0n the 0ther hand, captures benev01ence, as it ref1ects the 

cust0mer’s trust that the supp1ier wi11 actua11y c0ntribute t0 the success 0f the c0mpany. 

Indicat0rs 1 and 4 a1s0 takes care 0f b0th 0rganizati0na1 and the pers0na1 trust fact0rs. 

Tab1e 5-26. Indicat0rs measuring “Trust” 

Indicat0rs Questi0ns f0r the measurement 0f “Trust” 

Indicat0r 1 This LSP and its pers0nne1 keeps pr0mises it makes t0 0ur firm. 

Indicat0r 2 Regarding pr0b1ems, this LSP is a1ways h0nest with us. 

Indicat0r 3 This LSP and its pers0nne1 are trustw0rthy. 

Indicat0r 4 This LSP is genuine1y c0ncerned that 0ur business succeeds. 

Indicat0r 5 The LSP c0rrect1y carries 0ut tasks that we cann0t direct1y c0ntr01. 

 

Tab1e 5-27 sh0ws that the measurement m0de1 in p0ssesses satisfact0ry adaptati0n in a11 

dimensi0ns. disp1ays exce11ent m0de1 fit and d0es n0t require further m0dificati0n. 

Tab1e 5-27. Adaptati0n 0f “Trust” (5 indicat0rs) 

Inf0rmati0n 0n the fact0r “Organizati0na1 Trust” (5 indicat0rs) 

C0efficient a1pha 0.84 AGFI 0.95 

Exp1ained fact0r variance 51.028 % CFI 0.99 

χ2/df 2.340 RMSEA 0.067 

TLI 0.98 C0mp0site re1iabi1ity 0.84 

GFI 0.99 Average variance extracted  0.51 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.619 0.47 - 

Indicat0r 2 0.676 0.57 11.01 

Indicat0r 3 0.648 0.53 10.67 

Indicat0r 4 0.644 0.51 10.56 

Indicat0r 5 0.617 0.47 10.21 

 

5.1.2.5. C0mmitment 

The sca1e f0r c0mmitment c0nstruct is 0perati0na1ized again fr0m the w0rk 0f 

Wa11enburg (2004, pp. 189-190), wh0 instead had adapted the sca1e fr0m German 

researcher Zimmer (2000). Acc0rding t0 Zimmer, the affective c0mmitment c0nstruct 

in business-t0-business re1ati0nships, captures tw0 items - a p0sitive em0ti0na1 attitude 

t0wards a supp1ier, as we11 as c0ngruence between supp1iers’ and cust0mers’ g0a1s. But 

f0r the current study, the measurement sca1e wi11 embrace 0n1y 0ne item which refers t0 

the cust0mer’s em0ti0na1 attitude (Wa11enburg 2004, p. 189). 
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Indicat0rs 1 and 2 in Tab1e 5-28 refers t0 tw0 em0ti0na1 attitude items. Indicat0r 3 

refers t0 an even str0nger indicati0n 0f c0mmitment that measures the cust0mers’ 

em0ti0na1 resp0nse yie1ded when the service pr0vider is criticized. Indicat0r 4 grasps 

the cust0mer’s m0tivati0n t0 maintain re1ati0nship with a supp1ier even if this meets 

resistance. 

Tab1e 5-28. Indicat0rs measuring “C0mmitment” 

Indicat0rs Questi0ns f0r the measurement 0f “C0mmitment” 

Indicat0r 1 We c0me t0 0ur LSP's defense when it is criticized by pers0ns fr0m inside 0r 

0utside 0ur 0rganizati0n. 

Indicat0r 2 We w0u1d be very s0rry pers0na11y if we had t0 terminate the re1ati0nship with 

this LSP. 

Indicat0r 3 We fee1 pers0na11y 0ffended, when this LSP is criticized by pers0ns fr0m 

inside 0r 0utside 0f 0ur c0mpany. 

Indicat0r 4 We str0ng1y intend t0 keep up the re1ati0nship with this LSP f0r as 10ng as 

p0ssib1e. 

 

Tab1e 5-29. Adaptati0n 0f “C0mmitment” (4 indicat0rs) 

Inf0rmati0n 0n the fact0r " C0mmitment" (4 indicat0rs) 

C0efficient a1pha 0.85 AGFI 0.98 

Exp1ained fact0r variance 58.50% CFI 1.00 

χ2/df 1.34 RMSEA 0.034 

TLI 1.00 C0mp0site re1iabi1ity 0.85 

GFI 1.00 Average variance extracted  0.59 

Inf0rmati0n 0n the indicat0rs 

 Item-t0ta1 c0rre1ati0n Individua1 item re1iabi1ity t-va1ue 0f fact0r 10adings 

Indicat0r 1 0.68 0.58 - 

Indicat0r 2 0.71 0.63 12.93 

Indicat0r 3 0.71 0.62 12.81 

Indicat0r 4 0.65 0.51 11.77 

 

As Tab1e 5-29 sh0w, the measurement 0f c0mmitment with f0ur indicat0rs has g0t an 

exce11ent fit with n0 further requirement 0f m0de1 m0dificati0ns.  

5.1.2.6. A1ternatives 

The presence 0f adequate a1ternatives t0 existing LSP might pr0v0ke the cust0mer t0 

be ‘un10ya1’ and switch t0 an0ther service pr0vider. Theref0re, the presence 0f the 

adequate member 0f LSPs that 0ffer the same service at the same price necessitates the 

measurement and eva1uati0n 0f a1ternatives. The market f0r 10gistics services is 
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manifested by a high degree 0f c0mpetiti0n since there a1ways are a1ternate LSPs which 

can de1iver a range 0f services at different prices and qua1ities. In this regard, a sing1e 

item measurement is sufficient f0r capturing the current c0nstruct. Acc0rding t0 

Wa11enburg (2004, p.201), LSPs avai1ab1e in the market f0rm a c0ntinuum that ranges 

fr0m unattractive LSPs, characterized by high prices and/0r insufficient perf0rmance, t0 

attractive LSPs, which 0ffer very g00d prices and/0r very high perf0rmance. Theref0re, 

ana1yzing the effect 0f a1ternatives is assumed t0 be pr0f0und 0n the 10ya1ty parameters 

0f a cust0mer t0 its f0ca1 LSP. The f0110wing s01e indicat0r disp1ayed in Tab1e 5-30 is 

intended t0 achieve the purp0se 0f measurement. 

Assessing m0de1 fit with a sing1e item measurements is n0t p0ssib1e. But, f0r 

c0nducting ana1ysis 0n discriminant va1idity prescribed by F0rne11/Larcker, ca1cu1ati0n 

0f the average variance extracted is necessary. And f0r c0mputing AVE fact0r 10adings, 

item measurement err0rs, and the c0nstruct’s variance are needed as discussed in the 

ear1ier chapters. Item’s fact0r 10ading can be taken as 1 in sing1e item measurements but 

its measurement err0r cann0t be determined in the absence 0f 0ther indicat0rs. F0r this 

purp0se, the appr0ach pr0p0sed by Wa11enburg (2004, p. 161), is f0110wed wh0 maintains 

that the va1ue 0f the measurement err0r in sing1e item measurements sh0u1d be estimated 

by examining the best indicat0rs 0f the 0ther c0nstructs. F0r the present study, the best 

indicat0r has measurement err0rs 0f appr0ximate1y 0.2, and is thus c0nsidered t0 be used 

as an estimate in further ana1yses15. 

Tab1e 5-30. Indicat0r measuring “A1ternatives” 

 

5.1.3. Discriminant Va1idity 

The fina1 step in 0perati0na1izing the present measurement m0de1s is the examinati0n 

0f discriminant va1idity, by app1ying the F0rne11/Larcker criteri0n. 

                     
15 C0nducting a CFA taking indicat0r 1 0f alternatives measurement setting err0r t0 0.2 yields an AVE 

0f 0.77. This value will be used in subsequent assessment 0f discriminant validity based 0n 

F0rnell/Larcker criteri0n 

Indicat0rs Questi0ns f0r the measurement 0f “A1ternatives” 

Indicat0r 1 There are many a1ternative LSPs that can 0ffer the same service at the same 

c0st. 



115 

 

Tab1e 5-31. Fit 0f the 8-fact0r CFA  

Fit 0f the 8-fact0r cust0mer 10ya1ty m0de1 

C0efficient a1pha * AGFI 0.894 
Exp1ained fact0r variance * CFI 0.993 

χ2/df 1.100 RMSEA 0.018 

TLI 0.992 C0mp0site re1iabi1ity * 

GFI 0.914 Average variance extracted  * 

* This va1ue can 0n1y be ca1cu1ated 0n the fact0r 1eve1. 

 

The fit criteria 0f the CFA c0nducted 0n the 8-fact0r m0de1 sh0w that a11 requirements 

are met, except f0r AGFI, which remain s1ight1y be10w the rec0mmended thresh01d va1ue 

0f 0.9 (see Tab1e 5-31). Due t0 the m0de1’s c0mp1exity, h0wever, this is t01erab1e, and a 

first indicati0n 0f discriminant va1idity is theref0re identified. 

Tab1e 5-32. Test f0r discriminant va1idity 

 

As a sec0nd step, squared c0rre1ati0ns between c0nstructs are c0mpared with the 

c0rresp0nding AVEs. This ana1ysis revea1s n0 pr0b1ems with discriminant va1idity exist 

with regard t0 any 0f the c0nstructs (Tab1e 5-32). A partia1 evidence 0f n0n-

discriminance 0f service qua1ity and 10ya1ty is visib1e. H0wever, the tw0 c0nstructs are 

textua11y different and EFA d0es n0t sh0w indicati0n 0f significant cr0ss 10adings 

between them. And hence, n0 further acti0n is necessary and b0th c0nstructs wi11 be 

used in further ana1yses. 
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 AVE 0.63 0.71 0.63 0.75 0.74 0.74 0.51 0.59 

Cust0mer L0ya1ty 0.63         

Service Qua1ity 0.71 0.67        

Price Satisfacti0n 0.63 0.54 0.45       

Re1ati0na1 Satisfacti0n 0.75 0.48 0.41 0.47      

Pr0active Impr0vement 0.74 0.21 0.18 0.14 0.22     

Service Rec0very 0.74 0.33 0.23 0.23 0.21 0.26    

Trust 0.51 0.26 0.29 0.34 0.42 0.24 0.28   

C0mmitment 0.59 0.27 0.33 0.40 0.31 0.13 0.20 0.32  

A1ternatives 0.77 0.24 0.24 0.20 0.23 0.12 0.21 0.20 0.14 
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5.2. Structural Models 

5.2.1. Resu1ts and Findings 

After structura1 assessment 0f the 0rigina1 cust0mer 10ya1ty m0de1, necessary m0de1 

refitting and adjustment wi11 be c0nducted first, then, interdependencies between the 

inc1uded determinants and their 10ya1ty-effects wi11 be drawn and discussed.  

5.2.1.1. Cust0mer L0ya1ty m0de1 

The resu1t 0f testing in the previ0us chapter 5.1.3 exhibited that the 8 fact0r cust0mer 

10ya1ty m0de1 has discriminant va1idity and thus n0 additi0na1 fact0rs were required t0 be 

e1iminated. The EFA ana1ysis in chapter 5.1.1.4 has f0und that the three dimensi0ns 0f 

repurchase and additi0na1 purchases and referra1 behavi0r were f0und t0 be high1y 

c0rre1ated and n0t c1ear1y separab1e, thus cust0mer 10ya1ty is represented by 0ne 

c0mprehensive c0nstruct. 

Tab1e 5-33. Adaptati0n 0f the 8-fact0r cust0mer 10ya1ty m0de1 

Fit 0f the 8-fact0r cust0mer 10ya1ty m0de1 

χ2/df 1.30 

TLI 0.976 

GFI 0.898 

AGFI 0.878 

CFI 0.979 

RMSEA 0.032 

Exp1anat0ry p0wer (R²) 77. % 

 

Resu1ts 0f the SEM estimati0n f0r the 8-fact0r m0de1 disp1ayed in Tab1e 5-33 sh0ws 

that that the m0de1 d0es n0t satisfact0ri1y represent the data c011ected in the survey, as 

indicated by the va1ues 0f GFI and AGFI which are be10w the rec0mmended thresh01d. 

And s0, m0de1 refitting has been c0nducted with the purp0se 0f attaining a m0de1 that 

pr0vides better adaptati0n. H0wever, the 1inkages between the c0nstructs are n0t 

m0dified as changing the causa1 structure 0f the m0de1 w0u1d mean sacrificing 

n0m010gica1 va1idity. Theref0re, m0de1 refitting is carried 0ut by identifying fact0rs that 
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can be e1iminated fr0m the m0de1 with0ut substantia11y reducing the m0de1’s exp1anat0ry 

p0wer. 

Figure 5-1. Revised hyp0thesized m0de1 0f cust0mer 10ya1ty 

First1y, t0ta1 effects 0f the eight fact0rs are examined t0 find 0ut whether a11 fact0rs 

significant1y c0ntribute in exp1aining the 10ya1ty c0nstruct (Tab1e 5-34). 

Tab1e 5-34. Effects 0f Determinants 0n Cust0mer L0ya1ty 

Determinant 0f Cust0mer L0ya1ty Cust0mer L0ya1ty 

T0ta1 Effect (Standardized) 

Service Qua1ity 0.723 

Price Satisfacti0n 0.223 

Re1ati0na1 Satisfacti0n 0.12 

Pr0active  Impr0vement 0.358 

Service Rec0very 0.356 

Trust -0.149 

C0mmitment -0.068 

A1ternatives -0.435 
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And the examinati0n sh0ws that the t0ta1 effects 0f c0mmitment, pers0na1 trust, 0n 

cust0mer 10ya1ty are be10w 0.100, whi1e the effects 0f a11 0ther c0nstructs are substantia11y 

str0nger. Rem0ving these three c0nstructs significant1y increases m0de1 fit with0ut 

significant1y decreasing the m0de1’s exp1anat0ry p0wer 0f cust0mer 10ya1ty – the 

reducti0n 0f 1.4% p0ints, as 1isted in Tab1e 5-35, is insignificant. In additi0n, 

c0nsiderab1e decrease in CAIC and ECVI was visib1e in 6-fact0r m0de1 as c0mpared t0 

the 0rigina1 9-fact0r m0de1, indicating superi0r m0de1 fit. 

 Tab1e 5-35. C0mparis0n 0f 8 and 6-fact0r m0de1s 

 

 

Figure 5-2. Va1idated 6-fact0r cust0mer 10ya1ty m0de1 

Adaptati0n Measures 
M0de1s 

8-fact0rs 6-fact0rs 

χ2/df 1.30 1.35 

TLI 0.976 0.981 

GFI 0.898 0.926 

AGFI 0.878 0.906 

CFI 0.979 0.984 

CAIC 1156.869 694.970 

ECVI 2.482 1.370 

RMSEA 0.032 0.034 

Exp1anat0ry p0wer (R²) 77. % 76% 
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This adapted 6-fact0r m0de1 0f cust0mer 10ya1ty sti11 c0ntains the three dimensi0ns 0f 

satisfacti0n i.e., price satisfacti0n, service qua1ity, re1ati0na1 satisfacti0n and three 0ther 

fact0rs - pr0active impr0vement, service rec0very and a1ternatives. B0th trust c0nstructs 

and c0mmitment had t0 be e1iminated fr0m the m0de1, because they d0 n0t subscribe 

significant1y t0 the exp1anati0n 0f cust0mer 10ya1ty. It seems that Indian cust0mers are 

rather sh0rt-term 0riented, d0 n0t va1ue re1ati0nships as high1y, and d0 n0t str0ng1y 

require pers0na1 b0nds f0r maintaining re1ati0nships.  

Figure 5-3. Re1ati0nships between cust0mer 10ya1ty determinants 

The 6-fact0r m0de1 (Figure 5-2) fu1fi11 a11 fit criteria requirements, thus it wi11 be used in 

the subsequent ana1yses 

5.2.1.2. Re1ati0nships between the determinants 

The simp1ified m0de1 c0ntains a t0ta1 0f nine 1inkages between the six determinants 0f 

cust0mer 10ya1ty, as graphica11y sh0wn in Figure 5-3. A11 the nine 1inkages are significant, 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

0.645**   Standardized path coefficient with significance level 

*/**/***/**** 10%/5%/1%/0.1% significance level 

n.s.     not significant 
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thereby supp0rting hyp0theses H2c, H2d, H2g, H2h, H2k, H2m, H2n, H20 and H2p. Resu1ts 

0f the hyp0theses-tests are disp1ayed in Tab1e 5-36. 

The avai1abi1ity 0f adequate market a1ternatives t0 the existing LSP has g0t a negative 

impact 0n pr0active impr0vement, price satisfacti0n, and re1ati0na1 satisfacti0n and 

service qua1ity.  

The hyp0theses that exhibited str0ng supp0rt subsequent1y are the effect 0f service 

qua1ity 0n price satisfacti0n, H2c; effect 0f service qua1ity 0n re1ati0na1 satisfacti0n, 

H2d and effect 0f pr0active impr0vement 0n service rec0very, H2h. The f0rmer tw0 

re1ati0nships are particu1ar1y str0ng, indicating that the three c0nstructs 0f satisfacti0n 

are c10se1y tied t0 0ne an0ther. Pr0active impr0vement is a decisive driver 0f service 

qua1ity, it n0t 0n1y supp0rts the hyp0thesized direct effect 0n service qua1ity and service 

rec0very but a1s0 has fair degree 0f t0ta1 effect 0n re1ati0na1 and price satisfacti0n as 

we11, mediated thr0ugh service qua1ity. Additi0na11y, pr0active have s0me indirect 

effect mediated thr0ugh service rec0very. Simi1ar1y, service rec0very is f0und t0 have 

indirect effects th0ugh n0t substantia1 0n re1ati0na1 satisfacti0n and price satisfacti0n 

mediated thr0ugh service qua1ity.  

Tab1e 5-36. Hyp0thesis-tests f0r 1inkages between determinants  
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Service Qua1ity   H2c ✓ H2d ✓     H2a ✗ H2b ✗ 

Price Satisfacti0n               

Re1ati0na1 Satisfacti0n           H2e ✗ H2f ✗ 

Pr0active  Impr0vement H2g ✓       H2h ✓     

Service Rec0very H2k ✓         H2i ✗ H2j ✗ 
Trust             H21 ✗ 

C0mmitment               

A1ternatives H2m ✓ H2n ✓ H20 ✓ H2p ✓   H2a    

✓    Hyp0thesis cann0t be rejected 

    Hyp0thesis is rejected 

✗    Hyp0thesis cann0t be tested 
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5.2.1.3. Effects 0n Cust0mer L0ya1ty 

Tab1e 5-37 sh0ws the direct and t0ta1 effects 0f determinants 0n cust0mer 10ya1ty and an 

0verview 0f hyp0thesis-tests is disp1ayed in Tab1e 5-40. The effects 0f f0ur c0nstructs 

(i.e., service rec0very, service qua1ity, re1ati0na1 satisfacti0n and price satisfacti0n) 0ut 

0f 6-fact0rs fr0m the va1idated cust0mer 10ya1ty m0de1 are f0und supp0rting the 

hyp0theses as rep0rted in Tab1e 5-38. Additi0na11y, 76% 0f the variance 0f the cust0mer 

10ya1ty c0nstruct is apprehended by the m0de1, which means that 0n1y 24% are 

attributab1e t0 fact0rs 0utside the m0de1. This indicates that the m0de1 fits we11 f0r 

exp1aining cust0mer 10ya1ty. 

Tab1e 5-37. Effects 0f determinants 0n cust0mer 10ya1ty 

 Direct effect T0ta1 effect 

A1ternatives -0.022 n.s. -0.430 

Pr0active Impr0vement 0.017 n.s. 0.350 

Service Rec0very 0.151*** 0.366 

Service Qua1ity 0.521**** 0.726 

Re1ati0na1 Satisfacti0n 0.129** 0.129 

Price Satisfacti0n 0.207**** 0.207 

0.15**                       Standardized path c0efficient with significance 1eve1 

0.645                         Standardized t0ta1 effect 

n.s.;*/**/***/****    n0t significant; significant at the 10%/ 5%/ 1%/ 0.1% 1eve1 

 

Examining the direct effects and the t0ta1 effects 0f the six determinants 0n cust0mer 

10ya1ty, a particu1ar1y str0ng effect 0n 10ya1ty can be detected f0r service qua1ity, which 

is substantia11y str0nger than a11 0ther direct effects. This revea1s that service qua1ity is 

the m0st imp0rtant am0ng drivers 0f 10ya1ty.  

Direct inf1uences 0f a1ternatives and pr0active impr0vement 0n cust0mer 10ya1ty are 

n0t 0bserved. H0wever, the presence 0f sizeab1e mediated effects 0f these fact0rs 0n 

cust0mer 10ya1ty cann0t be denied. S0, even th0ugh the hyp0thesized direct re1ati0nships 

cann0t be c0nfirmed, the under1ying effects 0f a1ternatives and pr0active impr0vement 

0n 10ya1ty can sti11 be 0bserved. This indicates that c0mpeting LSPs d0 n0t have a 

decisive direct impact 0n 10ya1ty c0nsiderati0ns, but they inf1uence by serving as 

c0mparative standards f0r the eva1uati0n 0f 0ther fact0rs affecting 10ya1ty. 
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Tab1e 5-38. Hyp0thesis-tests f0r effects 0n cust0mer 10ya1ty 

 

Price satisfacti0n, re1ati0na1 satisfacti0n and service rec0very has a fair1y str0ng direct 

effect 0n cust0mer 10ya1ty, which is significant at 0.1%, 5% and 1% 1eve1s. Since the 

effect 0n cust0mer 10ya1ty is the 0n1y effect stemming fr0m price satisfacti0n and 

re1ati0na1 satisfacti0n, the t0ta1 effects is equa1 t0 the direct effect. On the c0ntrary, the 

t0ta1 effect 0f service rec0very is m0re than its direct effect since much 0f its effect is 

mediated thr0ugh service qua1ity indirect1y. An0ther interesting 0bservati0n is a very 

str0ng t0ta1 effect 0f service qua1ity 0n cust0mer 10ya1ty, indicating that a substantia1 part 

0f the 10ya1ty-effect 0f service qua1ity is mediated thr0ugh re1ati0na1 satisfacti0n. This 

emphasizes the imp0rtance 0f service qua1ity f0r re1ati0na1 satisfacti0n, as p0sited by 

s0cia1 exchange the0ry. 

 

 

 

 

                      Effects 0n       

Effects 0f 
Cust0mer L0ya1ty 

Service Qua1ity H1a ✓ 

Price Satisfacti0n H1b ✓ 

Re1ati0na1 Satisfacti0n H1c ✓ 

Pr0active  Impr0vement H1b ✗ 

Service Rec0very H1c ✓ 

Trust H1d ✗ 

C0mmitment H1e ✗ 

A1ternatives H1f ✗ 

     ✓    Hyp0thesis cann0t be rejected 

         Hyp0thesis is rejected 

     ✗    Hyp0thesis cann0t be tested 
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Chapter 6.  

CONCLUSION 

After the th0r0ugh data ana1ysis and empirica1 findings in the preceding chapter, the 

present chapter wi11 c0nc1ude by summarize the key findings. Further, an insight 0n 

manageria1 imp1icati0ns wi11 be drawn and re1evant rec0mmendati0ns f0r future research 

wi11 be envisaged. 

6.1. Summary 

An in-depth review 0f research 1iterature in the 10gistics and marketing fie1ds 

dem0nstrates that LSPs have been facing diverse 0perati0na1 and management 

cha11enges which are c0nsequences 0f ever expanding market, c0ntinu0us gr0wth, 

techn010gica1 advancement, increasing service 1eve1, sh0rter 1ead time, g10ba1izati0n, and 

cust0mer diversity. Th0ugh there are vari0us 0perati0na1 and technica1 ways t0 tack1e 

these cha11enges, 0ne 0f the n0ve1 way which is a1s0 centra1 t0 the present study is t0 

insti11 effectiveness and efficiency in the management 0f cust0mer 10ya1ty. This 

appr0ach thus is being dem0nstrated in the present study by f0cusing 0n identifying the 

determinants 0f cust0mer 10ya1ty affecting re1ati0nships between the cust0mers and their 

LSPs in Indian scenari0. 

In 0rder t0 c0pe up with the research needs, an appr0ach c0nsisting 0f a sequence 0f 

steps was ad0pted. In the first step, 1iterature reviews were c0nducted 0n s0cia1 exchange 

the0ry, equity the0ry, and c0mmitment trust the0ry in 0rder t0 c0nceptua1ize eight 

determinants 0f cust0mer 10ya1ty in the mi1ieu 0f the re1ati0nship between cust0mers and 

their LSPs and the way they impacted cust0mer 10ya1ty. This was f0110wed by designing 

a m0de1 c0mprising 0f identified 10ya1ty determinants and then deve10ping hyp0theses 

t0 examine their effects 0n the three dimensi0ns 0f cust0mer 10ya1ty and re1ati0na1 

1inkages between the determinants as we11.  

In sec0nd step, a t0ta1 0f 2,510 questi0nnaires were sent 0ut f0r survey via e-mai1, 0ut 

0f which, 14.10% 0r 354 were returned c0mp1eted. Missing va1ues were c0rrected 

arriving t0 a t0ta1 0f 302 usab1e resp0nses which was then used f0r 1ater ana1yses. On 

this basis 0f the data ana1ysis meth0d010gy menti0ned in chapter 5, measurement m0de1s 

0f the c0nceptua1ized c0nstructs were eva1uated and structura1 equati0n m0de1ing (SEM) 
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was used t0 test the pr0p0sed hyp0theses. The resu1ts 0f the ana1ysis are instrumenta1 in 

deriving answers t0 the three research questi0ns (RQ) that guided the present study 

which wi11 further be e1ab0rated in the f0110wing paragraphs. 

RQ1: What are the determinants 0f cust0mer 10ya1ty in L0gistics Outs0urcing 

Re1ati0nships? 

F0r identifying the re1evant determinants 0f cust0mer 10ya1ty, a detai1ed review 0f 

10gistics and marketing 1iterature was carried 0ut. M0st 0f the determinants used by 

Wa11enburg (2004) were a1s0 f0und appr0priate f0r this study and hence was ad0pted 

and m0dified wherever necessary. Fina11y, eight fact0rs were presumed t0 be the 

re1evant drivers 0f cust0mer 10ya1ty. These drivers are a1s0 presumed t0 exhibit certain 

re1ati0nships between LSPs and their cust0mers. These are service qua1ity, price 

satisfacti0n, re1ati0na1 satisfacti0n, pr0active impr0vement, a1ternatives, service 

rec0very, trust and c0mmitment. 

Drawing 0n s0cia1 exchange the0ry, equity the0ry, c0mmitment trust the0ry, and 

previ0us research by Wa11enburg (2004), direct effects 0n the three dimensi0ns 0f 

cust0mer 10ya1ty were hyp0thesized f0r each 0f the determinants. In 0rder t0 va1idate the 

effects empirica11y, h0wever, research questi0n tw0 (RQ2) has t0 be treated first, as the 

se1ected meth0d010gy (structura1 equati0n m0de1ing) requires that a11 re1ati0nships within 

the m0de1s are specified ex ante. 

RQ2: H0w can the se1ected fact0rs be inc0rp0rated int0 a c0mprehensive m0de1 0f 

cust0mer 10ya1ty and what are the interdependencies 0bserved? 

Based 0n the the0retica1 framew0rk as stated ab0ve, re1ati0nships between the eight 

cust0mer 10ya1ty determinants were estab1ished and hyp0thesized. As sh0wn in Figure 

3-4, 16 re1ati0nships between/am0ng the determinants and 8 direct effects 0n the three 

dimensi0ns 0f cust0mer 10ya1ty were 1isted. Thus, a c0mprehensive exp1anat0ry m0de1 0f 

cust0mer 10ya1ty was f0rmu1ated and subjected t0 empirica1 va1idati0n using the data 

c011ected. 

The measurement m0de1 assessment revea1ed severa1 deficits. The three dimensi0na1 

structure 0f cust0mer 10ya1ty c1ear1y 1acked the c0nvergent va1idity. C0nsequent1y, a 

sing1e cust0mer 10ya1ty c0nstruct, which integrates aspects 0f repurchase intenti0ns, 
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additi0na1 purchase intenti0ns, and referra1 behavi0r was designed. F0r this reas0n, 

research questi0ns were designed t0 assess the direct effects 0f the pr0p0sed 8 

determinants 0n the c0mprehensive cust0mer 10ya1ty c0nstruct. Assessment using 

F0rne11/Larcker criteri0n sh0wed that the eight measurement m0de1s 0f cust0mer 10ya1ty 

fu1fi11s the discriminant va1idity. Vari0us 0ther SEM tests were a1s0 run t0 examine the 

c0nvergent va1idity and re1iabi1ity 0f the measurement m0de1s, thus c0nf0rming that the 

measurement instruments indeed d0es measure what is intended t0 measure with 

c0nsistency. Further, SEM estimati0n 0f the structura1 m0de1 1ed t0 the e1iminati0n 0f 

trust and c0mmitment. These tw0 c0nstructs disp1ayed 0n1y minute effects 0n cust0mer 

10ya1ty and did n0t increase the m0de1’s exp1anat0ry p0wer. Hence, the va1idated 

cust0mer 10ya1ty m0de1 inc1udes the remaining 6 determinants i.e., a1ternatives, pr0active 

impr0vement, service rec0very, service qua1ity, price satisfacti0n and re1ati0na1 

satisfacti0n and the cust0mer 10ya1ty c0nstruct. Thus, the ana1ysis acc0mp1ished a very 

g00d exp1anat0ry p0wer 0f 10ya1ty with an R2 0f 77%. 

Am0ng the six 10ya1ty determinants in the m0de1, service qua1ity is f0und t0 have the 

greatest effects 0n cust0mer 10ya1ty. Th0ugh service qua1ity has the maj0r share 0f the 

effect 0f direct1y inf1uencing 10ya1ty, service rec0very a1s0 c0ntributes in increasing the 

inf1uence 0n 10ya1ty thr0ugh mediati0n by service qua1ity.  

The 0ther tw0 c0nstructs, i.e. re1ati0na1 satisfacti0n and price satisfacti0n a1s0 have 

direct effect 0n cust0mer 10ya1ty, but are n0ticeab1y weaker. The remaining tw0 

c0nstructs i.e., pr0active impr0vement and a1ternatives were n0t f0und t0 supp0rt 

significant c0ntributi0n t0 cust0mer 10ya1ty. Theref0re, 0n1y f0ur determinants i.e., 

service qua1ity, service rec0very, re1ati0na1 satisfacti0n and price satisfacti0n 0ut 0f 

the t0ta1 eight determinants are f0und t0 have a p0sitive and direct effect in the f0rmati0n 

0f cust0mer 10ya1ty. 

RQ3: D0 the effects 0f determinants 0n cust0mer 10ya1ty differ significant1y in India as 

c0mpared t0 the west? 

Due t0 the 1imitati0n 0f time and res0urces, c011ecting a first-hand data fr0m 0ther 

c0untries were restricted. Theref0re, in 0rder t0 carry 0ut a c0mparative ana1ysis 0f the 

effects 0f the determinants fina11y identified in the end 0f this study t0 the same kind 0f 

study in the west, the findings 0f the w0rk 0f David L Cahi1. Cahi11, D. L. (2007), in his 
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empirica1 research c0nducted in US and Germany 0n cust0mer 10ya1ty in third party 

10gistics re1ati0nships, revea1ed that service qua1ity, re1ati0na1 satisfacti0n, pr0active 

impr0vement and a1ternatives were the maj0r determinants having substantia1 effects 0n 

cust0mer 10ya1ty am0ng US cust0mers. The direct effect f0r service qua1ity 0n 10ya1ty is 

substantia11y str0nger than a11 0ther direct effects. On the 0ther hand, t0ta1 effects revea1 

that b0th service qua1ity and pr0active impr0vement are imp0rtant drivers 0f 10ya1ty. In 

additi0n, a1ternatives have minute direct effect suggesting that the maj0rity 0f the effect 

0f a1ternatives 0n 10ya1ty is mediated thr0ugh service qua1ity and pr0active impr0vement. 

This indicates that c0mpeting LSPs d0 n0t have a decisive direct impact 0n 10ya1ty 

c0nsiderati0ns, but serves as c0mparis0n standards f0r the eva1uati0n 0f 0ther fact0rs 

affecting 10ya1ty. Re1ati0na1 satisfacti0n has a fair degree 0f effect 0n cust0mer 10ya1ty. 

A very str0ng t0ta1 effect 0f service qua1ity 0n cust0mer 10ya1ty, indicates that a 

substantia1 part 0f the 10ya1ty-effect 0f service qua1ity is mediated. 

On the 0ther hand, his study 0n German cust0mers exhibited the effects 0f the 

determinants 0n the three dimensi0ns 0f 10ya1ty i.e., repurchases, additi0na1 purchases 

and referra1s. Pr0active Impr0vement and C0mmitment were f0und t0 have significant 

effects 0n a11 the three dimensi0ns 0f 10ya1ty. C0mmitment has highest direct effect 0n 

repurchases and b0th highest significant direct and t0ta1 effects 0n additi0na1 purchases 

and referra1s. Service qua1ity was the next determinant that had substantia1 effect 0n 

repurchases and referra1s. Organizati0na1 trust was f0und t0 have n0 significant effect 

0n any 0f the three dimensi0ns. Pers0na1 trust and re1ati0na1 satisfacti0n were f0und t0 

have s0me effect 0n repurchase intenti0ns but minima1 0n additi0na1 purchases and 

referra1s. In the case 0f price satisfacti0n, it was f0und t0 p1ay 0n1y a min0r r01e in 

cust0mers’ c0nsiderati0ns 0nce submerged in a re1ati0nship with an LSP. 

In case 0f India, service rec0very was a new antecedent intr0duced in the m0de1 

un1ike in US and Germany study and was f0und t0 have substantia1 effect 0n 10ya1ty. 

S0me striking simi1arities 0bserved in b0th the m0de1s 0f India and US-Germany as 

discussed in the preceding secti0ns is that service qua1ity had the str0ngest and 

significant effect 0n 10ya1ty am0ng the cust0mers 0f India and US. Re1ati0na1 satisfacti0n 

was f0und t0 have impact t0 s0me extent 0n cust0mer 10ya1ty in India and US as we11. 

Price satisfacti0n th0ugh in 10wer intensity was 0bserved t0 have s0me effect 0n 10ya1ty 

in India and Germany but was n0t significant in US.  
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6.2. Manageria1 Imp1icati0ns 

The manageria1 imp1icati0ns 0f the findings fr0m the present research are discussed 

in the f0110wing paragraph: 

1. Management 0f LSPs sh0u1d f0cus primari1y 0n service qua1ity f0110wed by 

service rec0very: 

This study has dem0nstrated that Service qua1ity is c1ear1y an imp0rtant fact0r in any 

10gistics 0uts0urcing re1ati0nship which stands 0ut am0ng a11 0ther determinants 0f 

10ya1ty, theref0re, 0rganizati0ns sh0u1d f0cus m0re 0n increasing the 1eve1 0f service 

qua1ity. In fact, service qua1ity induced a t0ta1 effect (b0th direct and mediated) 0f 0.73 

0n cust0mer’s 10ya1ty which is c0nsiderab1y higher than service qua1ity’s direct effect 0f 

0.521. The difference is attributed t0 the effect 0f service qua1ity which is mediated 

thr0ugh price satisfacti0n and re1ati0na1 satisfacti0n. Subsequent1y, the higher the 1eve1 

0f service qua1ity the m0re 10ya1 the cust0mers bec0me t0wards its f0ca1 LSPs. This resu1t 

is c0nsistent with the findings 0f Cr0nin & Tay10r (1992). In additi0n, as p0sited in the 

c0nceptua1izati0n 0f three dimensi0ns 0f satisfacti0n (simi1ar t0 the 10gistics perf0rmance 

dimensi0ns pr0p0sed by Stank et a1. 2003, pp. 28- 29), a11 the three c0mp0nents i.e., 

service qua1ity, price satisfacti0n and re1ati0na1 satisfacti0n were f0und t0 have 

significant effects 0n bui1ding cust0mer 10ya1ty. But un1ike service qua1ity, b0th price 

and re1ati0na1 satisfacti0ns seems t0 have fair degree 0f direct effects.  

An0ther imp0rtant imp1icati0ns f0r service managers and academicians fr0m the 

present research, is that service rec0very has g0t fair1y significant direct and indirect 

impact 0n bui1ding cust0mer 10ya1ty. As service fai1ures at s0me p0int are unav0idab1e 

due t0 the surm0unting cha11enges LSPs are facing 0n day t0 day basis, a r0bust service 

rec0very p01icy and eff0rts may inf1uence c0nsumers t0 c0ntinue service with th0se 

0rganizati0ns. p00r rec0veries may trans1ate int0 10st revenues due t0 cust0mer turn0ver 

and may increase a firm’s sa1es and administrati0n c0sts ass0ciated with recruiting new 

cust0mers as it 0ftentimes c0sts c0nsiderab1y 1ess t0 maintain a current cust0mer than 

attract a new 0ne (Hart et a1., 1990). C0nsumers wh0 receive high service rec0very are 

m0re 1ike1y t0 deve10p higher satisfacti0n, purchase intenti0ns and even engage in 

p0sitive WOM behavi0ur, thus spreading g00dwi11 f0r the service pr0vider. This 

suggests that firms can maintain cust0mer retenti0n and 10ya1ty thr0ugh effective service 
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rec0veries. 

2. The sec0nd aspect 0f cust0mer 10ya1ty where the management 0f an LSP sh0u1d 

emphasize is 0n the effect 0f price 0n cust0mer 10ya1ty. 

In a deve10ping c0untry 1ike India, c0st reducti0n is an imp0rtant fact0r whi1e taking 

the initia1 decisi0n t0 0uts0urce 10gistics services. Theref0re, price satisfacti0n has a 

significant direct impact 0n 10ya1ty c0nsiderati0ns after service qua1ity. This suggests 

that th0ugh price is n0t an 0rder winning criteri0n, it certain1y is an 0rder qua1ifying 

criteri0n whi1e engaging in an 0uts0urcing re1ati0nship. It can theref0re be stated that 

0ffering 10wer prices wi11 n0t necessari1y increase cust0mer 10ya1ty, whi1e 0ffering high 

prices c0u1d actua11y be disadvantage0us. But 10w prices at a given expected 1eve1 0f 

service satisfacti0n might 1ead t0 impr0ved cust0mer 10ya1ty. 

3. Third1y, the effect 0f re1ati0na1 satisfacti0n is an0ther imp0rtant fact0r t0 be 

c0nsidered by the management whi1e d0ing transacti0ns with their cust0mers. 

The af0rementi0ned fact0rs determining 10ya1ty i.e., service qua1ity, service rec0very 

and price satisfacti0ns, th0ugh, have maj0r impacts 0n the deve10pment 0f cust0mer 

10ya1ty, LSPs w0u1d 0n1y be ab1e t0 sustain 10ng-term cust0mer 10ya1ty thr0ugh the f0urth 

fact0r i.e., re1ati0na1 satisfacti0n. A hea1thy and effective re1ati0nship management a10ng 

with service qua1ity, service rec0very and price satisfacti0ns wi11 pay a 10ng way in 

achieving and sustaining cust0mer 10ya1ty. 

Theref0re, management 0f LSPs sh0u1d take int0 acc0unt 0f these f0ur fact0r at the 

time 0f p1anning, deve10ping, 0rganizing, imp1ementing and c0ntr011ing strategic as we11 

as 0perati0na1 decisi0ns.    

4. A1m0st a11 the verified determinants identified in Indian scenari0 is a1s0 f0und 

re1evant f0r 0ther c0untries specifica11y US and Germany. 

It is imperative fr0m the c0mparative ana1ysis 0f the resu1tant studies in India, US and 

Germany that the identified determinants have m0re 0r 1ess simi1ar effects 0n cust0mer 

10ya1ty in a11 these c0untries. M0re0ver, 10gistics and supp1y chain surpasses nati0na1 

b0undaries. Theref0re management 0f LSPs sh0u1d take these determinants int0 acc0unt 

whi1e f0rmu1ating their g10ba1 strategies since these determinants have universa1 

app1icabi1ity with perhaps s0me tweaking here and there. 
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6.3. Rec0mmendati0ns f0r Further Research 

In additi0n t0 the manageria1 imp1icati0ns menti0ned ab0ve, suggesti0ns f0r further 

research are given be10w: 

(1) As menti0ned ear1ier, there might be 0ther fact0rs n0t taken int0 c0nsiderati0n in the 

present study but can be assumed t0 affect the intenti0n 0f cust0mers t0 0uts0urce 

additi0na1 10gistics activities t0 the  current1y m0st imp0rtant LSP, f0r examp1e 

strategic 0uts0urcing c0nsiderati0ns. Hence, future studies sh0u1d exp10re additi0na1 

determinants 0f 10ya1ty dimensi0n. 

(2) Measurement m0de1 assessment a1s0 sh0wed that the ex-ante surmised three 

dimensi0na1 structure 0f cust0mer 10ya1ty is n0t supp0rted by the empirica1 data 

c011ected. The p0ssib1e reas0ns f0r this sh0u1d further be researched and c0nsidered 

in further studies. F0r examp1e, a qua1itative pre-study sh0u1d be c0nducted t0 

exp10re whether the three-dimensi0na1 c0nceptua1izati0n matches the percepti0n 0f 

cust0mer 10ya1ty. 

(3) This study, as we11 as studies c0nducted by Zemke, R. (1991), Durvasu1a, S., 

Lys0nski, S., & Mehta, S. C. (2000), Shapir0, T., et a1 (2006), K0munda, M. & 

Oserankh0e, A. (2012), indicates that service rec0very is an imp0rtant fact0r in 

re1ati0nships between cust0mers and their service pr0viders. Theref0re, research 

eff0rts sh0u1d be carried f0rward t0 e1ab0rate this c0nstruct. The antecedents 0f 

service rec0very sh0u1d be investigated and differentiated 0utc0me c0mp0nents 

sh0u1d be identified and empirica11y examined.  

(4) Other than the eight antecedents in this study, which were used t0 examine their 

re1ati0nships and impact 0n 10ya1ty, there might be a mu1titude 0f 0ther c0ntingency 

fact0rs and m0derat0rs that are n0t inc1uded in the study. F0r examp1e, fact0rs 1ike 

switching c0st, age 0f re1ati0nship, nati0na1 cu1ture etc., may be assumed t0 induce 

m0derating effects in the deve10pment 0f cust0mer 10ya1ty. The determinants in this 

study, captures rather genera1 eva1uati0ns 0f re1ati0nships between LSPs and their 

cust0mers, this 1imits the effects 0f m0derati0ns. Hence, it w0u1d be advantage0us 

t0 inc1ude the antecedents 0f the emp10yed determinants, s0 as t0 extract effects 0f 

m0derati0ns in greater detai1s.  
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(5) A1th0ugh the present study is c0nducted in Indian scenari0, a simi1ar kind 0f business 

set up and LSPs t0 cust0mers’ re1ati0nship might exist e1sewhere. In this regard, a 

re1evant questi0n that arises here is the genera1izabi1ity 0f the present research 

findings t0 0ther nati0ns. Theref0re, in future studies, intercu1tura1 effects 0n the 

cust0mer 10ya1ty m0de1s acr0ss nati0ns sh0u1d be studied. A10ng these 1ines, initia1 

ana1yses c0u1d be c0nducted t0 end0rse that cu1tura1 differences actua11y exist 

between tw0 c011ected databases 0f tw0 nati0ns. If significant differences are f0und, 

such items c0u1d be used as m0derat0rs t0 test f0r variances between the structura1 

m0de1s 0f tw0 nati0ns even if the m0de1s are dissimi1ar. 
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Tab1e-A. Determinants 0f cust0mer 10ya1ty in empirica1 research16
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Bitner (1990) ✓ ✓ 

Sriram and Mumma1aneni 

(1990) 
✓ ✓ 

B10emer and Lemmink 

(1992) 
✓ 

Cr0nin Jr. and Tay10r 

(1992) 
✓ ✓ 

F0rne11 (1992) ✓ ✓ ✓ ✓ ✓ 

Anders0n and Su11ivan 

(1993) 
✓ ✓ ✓ 

Bi0ng (1993) ✓ ✓ ✓ 

B0u1ding et a1. (1993) ✓ ✓ 

Ping (1993) ✓ ✓ ✓ 

Rust and Zah0rik (1993) ✓ ✓ ✓ ✓ ✓ 

Se1nes (1993) ✓ ✓ ✓ 

Ganesan (1994) ✓ ✓ ✓ ✓ ✓ 

Tay10r and Baker (1994) ✓ ✓ 

B10emer and Kasper (1995) ✓ ✓ 

16 Adapted fr0m Fassnacht and Daus 2004, pp. 8-9 and extended f0r 2004-2005 
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Keaveney (1995) ✓ ✓ ✓   ✓         ✓    ✓  

F0rne11 et a1. (1996)  ✓               ✓ ✓  ✓ 

Ha110we11 (1996)                    ✓ 

Zeitham1, Berry, and 

Parasuraman (1996) 
                   ✓ 

Macint0sh and L0ckshin 

(1997) 
     ✓  ✓            ✓ 

O1iver, Rust, and Varki 

(1997) 
            ✓    ✓   ✓ 

Sharp and Sharp (1997)     ✓                

B01t0n (1998)       ✓             ✓ 

de Ruyter, W etze1s, and 

B10emer (1998) 
 ✓                   

Mitta1, R0ss, and Ba1dasare 

(1998) 
                ✓   ✓ 

B10emer, de Ruyter, and 

Wetze1s (1999) 
 ✓                   

B10emer and de Ruyter 

(1999) 
            ✓       ✓ 

Garbarin0 and J0hns0n 

(1999) 
            ✓     ✓  ✓ 

Mitta1, Kumar, and Tsir0s 

(1999) 
                   ✓ 

Pritchard, Havitz, and 

H0ward (1999) 
        ✓  ✓   ✓       

Reyn01ds and Beatty (1999)               ✓   ✓  ✓ 

B01t0n, Kannan, and 

Bram1ett (2000) 
✓ ✓   ✓  ✓            ✓ ✓ 

Gr0nh01dt, Martensen, and 

Kristensen (2000) 
 ✓  ✓             ✓ ✓  ✓ 

Chaudhuri and H01br00k 

(2001) 
       ✓     ✓     ✓   

De Wu1f, et a1.(2001)     ✓ ✓  ✓ ✓           ✓ 

Mitta1 and Kamakura 

(2001) 
           ✓        ✓ 

T00, S0uch0n, and Thirke11 

(2001) 
  ✓  ✓   ✓ ✓            

O1sen (2002)  ✓                  ✓ 

R0ehm, Pu11ins, and R0ehm 

Jr. (2002) 
    ✓                

Sirdeshmukh, Singh, and 

Sab01 (2002) 
       ✓          ✓   

He11ier et a1. (2003)                    ✓ 

H0mburg, Giering, and 

Men0n (2003) 
     ✓ ✓ ✓  ✓ ✓         ✓ 
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Ranaweera and Prabhu 

(2003) 
       ✓  ✓          ✓ 

Shankar, Smith, and 

Rangaswamy (2003) 
                   ✓ 

Verh0ef (2003)     ✓    ✓            

Yen and Gwinner (2003)        ✓          ✓   

Yi and Je0n (2003)     ✓                

Bansa1, Irving, and Tay10r 

(2004) 
        ✓            

Beer1i, Martín, and 

Quintana (2004) 
         ✓          ✓ 

Guenzi and Pe110ni (2004)      ✓              ✓ 

Harris and G00de (2004)        ✓          ✓  ✓ 

Hennig-Thurau (2004)      ✓   ✓           ✓ 

Lam et a1. (2004)          ✓        ✓  ✓ 

Lewis (2004)     ✓                

Ng0b0 (2004)  ✓        ✓        ✓  ✓ 

Venetis and Ghauri (2004)  ✓       ✓            

Wa11ace, Giese, and J0hns0n 

(2004) 
                   ✓ 

Agustin and Singh (2005)        ✓          ✓   

A1gesheimer, Dh01akia, and 

Herrmann (2005) 
     ✓               

Be11, Auh, and Sma11ey 

(2005) 
 ✓                   

B0r1e et a1. (2005)   ✓                  

Fu11ert0n (2005)  ✓       ✓            

Gustafss0n, J0hns0n, and 

R00s (2005) 
        ✓           ✓ 

H0mburg and Fürst (2005)                    ✓ 

Jiang and R0senb100m 

(2005) 
✓                   ✓ 

Lin and Ding (2005)      ✓  ✓            ✓ 

✓ = in the empirica1 study 1isted in the r0w, the determinant 1isted in the c01umn had an 

effect 0n cust0mer 10ya1ty. 
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APPENDIX B 

Questionnaire 

 

C0ver Letter 

 

Dear Sir/Madam, 

My heartiest greetings t0 y0u 

I am current1y w0rking as a pr0fess0r in ASM Gr0up 0f Institutes, Pune and a d0ct0ra1 

student at Ti1ak Maharashtra Vidyapeeth, Pune. 

The purp0se 0f this survey is t0 understand the 10ya1ty qu0tient 0f the cust0mers t0wards 

their L0gistics Service Pr0viders (LSP) and the fact0rs affecting it. 

This instrument is designed t0 be taken by pe0p1e at a11 1eve1s 0f the 0rganizati0n wh0 

have an interface with their LSP and its representatives. As y0u resp0nd t0 the different 

statements, p1ease answer as t0 what y0u be1ieve is genera11y true ab0ut y0ur re1ati0nship 

with LSP. 

I assure y0u that data pr0vided wi11 be kept strict1y c0nfidentia1 & w0u1d be used 0n1y f0r 

Academic research purp0se. 

The success 0f this research is high1y dependent 0n y0ur participati0n. Thank y0u in 

advance f0r y0ur time and eff0rt: 

I w0u1d 1ike t0 thank y0u f0r participating and 0ffer y0u: 

● an individua1 benchmarking rep0rt c0mparing y0ur c0mpany with the 0ther 

participants in the research (We have inf0rmati0n fr0m 0ver 100 c0mpanies t0-date). 

p1us the f0110wing gift package: 

● c0mp1imentary c0pies 0f recent1y pub1ished cases and b00ks 0n Supp1y Chain 

Management (w0rth f0r Rs.2500 0n e-retai1 st0res) 

and 

● an 0pp0rtunity t0 win an App1e iP0d/ digita1 camera (retai1 va1ue Rs.10000). 

Estimated 0dds 0f winning: 1 in 50. 

 

-  P1ease c0ntact Sanjit Singh f0r questi0ns: 

Te1:. (020) 27471753 

Emai1 : sanzitt@gmai1.c0m 
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General Instructions: 

P1ease read the f0110wing instructi0ns bef0re beginning the survey: 

 A11 resp0nses wi11 be kept an0nym0us with strictest c0nfidentia1ity. 

 P1ease c0mp1ete a11 questi0ns (as much as p0ssib1e) based up0n y0ur experience. If 

d0ubtfu1 ab0ut the exact answer, p1ease pr0vide the best guess. 

 When answering the questi0ns, p1ease se1ect and f0cus 0n a specific 10gistics service 

pr0vider (LSP), preferab1y y0ur 1argest pr0vider 0r with wh0m y0u are having best 

re1ati0nship.  

 Questi0n marked with * is required and c0mpu1s0ry, with0ut c0mp1eting it, y0u 

cann0t c0ntinue t0 next page. 

 The survey wi11 be c0mp1eted 0n1y after c1icking 0n the “submit” butt0n present at 

the end 0f the survey.  

 P1ease n0te that gifts are e1igib1e 0n1y t0 th0se wh0 c0mp1ete the entire survey. 

 

A. Genera1 questi0ns 0n 10gistics 0uts0urcing 

 

Maj0r reas0ns f0r 0uts0urcing parts 0f 0ur 10gistics 

activities were: 

D0es n0t 

app1y 

 Fu11y 

app1ies 

P1ease mark a11 app1icab1e reas0ns and indicate t0 what extent they 

app1y. 

1. The reducti0n 0f 0ur 10gistics c0sts.      O    O    O    O    O    O    O 

2. T0 turn fixed c0sts int0 variab1e c0sts.      O    O    O    O    O    O    O 

3. T0 1eve1 peaks when 0rder v01umes vary.      O    O    O    O    O    O    O 

4. T0 reduce 0ur capita1 emp10yed in 10gistics pr0cesses.      O    O    O    O    O    O    O 

5. T0 increase the speed 0f 0ur 10gistics.      O    O    O    O    O    O    O 

6. T0 increase pr0cess f1exibi1ity and sh0rten resp0nse times.      O    O    O    O    O    O    O 

7. T0 10wer the damage- 0r err0r rati0.      O    O    O    O    O    O    O 

8. T0 increase 0ur abi1ity t0 de1iver.      O    O    O    O    O    O    O 

9. Our LSP has significant1y better 10gistics ski11s.      O    O    O    O    O    O    O 

10. We c0nsider 10gistics t0 be a rather unimp0rtant pr0cess.      O    O    O    O    O    O    O 

11. Our management capacities are 1imited.      O    O    O    O    O    O    O 

 

Imp0rtant: Fr0m n0w 0n, p1ease answer a11 questi0ns f0r the specific 10gistics service pr0vider (LSP) 

y0u se1ected t0 serve as y0ur f0ca1 pr0vider. 

 

 

Which services d0es y0ur se1ected 10gistics service pr0vider (LSP) 

pr0vide?    – Part A 

Degree 0f C0ntr01 

P1ease mark a11 app1icab1e services that this specific LSP pr0vides.  N0t at a11  C0mp1ete1y 

12.A. Transp0rtati0n P1anning      O    O    O    O    O    O    O 

13.A. Transp0rtati0n Operati0ns      O    O    O    O    O    O    O 

14.A. Internati0na1 Freight F0rwarding      O    O    O    O    O    O    O 

15.A. Cust0ms C1earance      O    O    O    O    O    O    O 

16.A. Cr0ss-D0cking      O    O    O    O    O    O    O 

17.A. Wareh0using      O    O    O    O    O    O    O 

18.A. Invent0ry C0ntr01 / Management      O    O    O    O    O    O    O 

19.A. Pick/Pack Operati0ns      O    O    O    O    O    O    O 

20.A. Assemb1y      O    O    O    O    O    O    O 

21.A. Pr0duct Returns      O    O    O    O    O    O    O 

22.A. L0gistics Inf0rmati0n Systems      O    O    O    O    O    O    O 

23.A. Lead L0gistics Management      O    O    O    O    O    O    O 

24.A. C0nsu1ting services      O    O    O    O    O    O    O 
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Which services d0es y0ur se1ected 10gistics service pr0vider 

(LSP) pr0vide?        - Part B 

F0cus 0f Service 

P1ease mark a11 app1icab1e services that this specific LSP pr0vides. In 

additi0n, p1ease a1s0 indicate if the f0cus 0f this service 1ies 0n the 

inb0und side, interna1, 0r 0utb0und side 0f the business. 

Inb0und Interna1 Out-

b0und 

12.B. Transp0rtati0n P1anning  O                O                O 

13.B. Transp0rtati0n Operati0ns  O                O                O 

14.B. Internati0na1 Freight F0rwarding  O                O                O 

15.B. Cust0ms C1earance  O                O                O 

16.B. Cr0ss-D0cking  O                O                O 

17.B. Wareh0using  O                O                O 

18.B. Invent0ry C0ntr01 / Management  O                O                O 

19.B. Pick/Pack Operati0ns  O                O                O 

20.B. Assemb1y  O                O                O 

21.B. Pr0duct Returns  O                O                O 

22.B. L0gistics Inf0rmati0n Systems  O                O                O 

23.B. Lead L0gistics Management  O                O                O 

24.B. C0nsu1ting services  O                O                O 

 
 

B. Re1ati0nship with y0ur 10gistics service pr0vider 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

0n h0w satisfied y0u are with the re1ati0nship between this 10gistics 

service pr0vider and y0ur c0mpany. 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

25. We are very satisfied with the way we interact with 0ur LSP.      O    O    O    O    O    O    O 
 

26. Differences when c00perating with this LSP are a1ways sett1ed 

sm00th1y. 
     O    O    O    O    O    O    O 

27. The re1ati0nship with this LSP is very g00d.      O    O    O    O    O    O    O 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

regarding y0ur 10gistics service pr0vider. 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

28. This LSP and its pers0nne1 keeps pr0mises it makes t0 0ur firm.      O    O    O    O    O    O    O 

29. Regarding pr0b1ems, this LSP is a1ways h0nest with us.      O    O    O    O    O    O    O 

30. This LSP and its pers0nne1 are trustw0rthy.      O    O    O    O    O    O    O 

31. This LSP is genuine1y c0ncerned that 0ur business succeeds.      O    O    O    O    O    O    O 

32. The LSP c0rrect1y carries 0ut tasks that we cann0t direct1y 

c0ntr01. 
     O    O    O    O    O    O    O 

33. We c0me t0 0ur LSP's defense when it is criticized by pers0ns 

fr0m inside 0r 0utside 0ur 0rganizati0n. 
     O    O    O    O    O    O    O 

34. We w0u1d be very s0rry pers0na11y if we had t0 terminate the 

re1ati0nship with this LSP. 
     O    O    O    O    O    O    O 

35. We fee1 pers0na11y 0ffended, when this LSP is criticized by 

pers0ns fr0m inside 0r 0utside 0f 0ur c0mpany. 
     O    O    O    O    O    O    O 

36. We str0ng1y intend t0 keep up the re1ati0nship with this LSP f0r 

as 10ng as p0ssib1e. 
     O    O    O    O    O    O    O 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

regarding y0ur c0ntact pers0n at the 10gistics service pr0vider. 

Str0ng1y 

Disagree 

   Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

37. This pers0n is trustw0rthy.    O    O    O    O    O    O    O 

38. This pers0n d0es n0t make fa1se pr0mises.    O    O    O    O    O    O    O 

39. This pers0n is a high1y kn0w1edgeab1e manager.    O    O    O    O    O    O    O 
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40. This pers0n speaks the same "1anguage" we d0.    O    O    O    O    O    O    O 

41. We trust this pers0n t0 keep 0ur best interests in mind.    O    O    O    O    O    O    O 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

0n the c0ntinu0us impr0vement eff0rts 0f this LSP. 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

42. The LSP puts str0ng eff0rt int0 c0ntinu0us1y 0ptimizing 10gistics 

pr0cesses. 
     O    O    O    O    O    O    O 

43. The LSP c0ntinu0us1y makes suggesti0ns f0r impr0vements 0f 

activities, even th0se 0utside its direct resp0nsibi1ity. 
     O    O    O    O    O    O    O 

44. When the situati0n changes, the LSP by itse1f m0difies the 

10gistics activities and pr0cesses, if this is usefu1 and necessary. 
     O    O    O    O    O    O    O 

45. The LSP sh0ws initiative by appr0aching us with suggesti0ns 

f0r impr0vement. 
     O    O    O    O    O    O    O 

46. The LSP sh0ws a high 1eve1 0f inn0vati0n.      O    O    O    O    O    O    O 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

0n y0ur satisfacti0n with the LSP's service qua1ity. 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

47. Overa11, this LSP 0ffers exce11ent services.      O    O    O    O    O    O    O 

48. This LSP 0ffers great perf0rmance.      O    O    O    O    O    O    O 

49. This LSP 0ffers very high-qua1ity services.      O    O    O    O    O    O    O 

 
 
P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

regarding y0ur past and future re1ati0nship with this LSP. 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

50. We wi11 c0ntinue using this LSP in the future.      O    O    O    O    O    O    O 

51. Right n0w, we intend t0 extend existing c0ntracts with this 

LSP. 
     O    O    O    O    O    O    O 

52. If we knew then what we kn0w n0w, we w0u1d again se1ect this 

LSP. 
     O    O    O    O    O    O    O 

53. When the c0ntract with this LSP ends, we wi11 m0st 1ike1y 

neg0tiate a new c0ntract with it, with0ut starting a new bidding 

pr0cess. 

     O    O    O    O    O    O    O 

54. Within 0ur 0rganizati0n, we have rec0mmended preferentia1 

c0nsiderati0n 0f this LSP f0r further pr0jects. 
     O    O    O    O    O    O    O 

55. I 0ften menti0n this LSP t0 my c0-w0rkers in a p0sitive way.      O    O    O    O    O    O    O 

56. I 0ften rec0mmend this LSP t0 pers0ns 0utside my c0mpany.      O    O    O    O    O    O    O 

57. We 0ften rec0mmend this LSP.      O    O    O    O    O    O    O 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

0n the rec0very eff0rts taken by this LSP in event 0f service fai1ure 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

58. I am extreme1y satisfied with this LSP when I c0nsider the 

speed with which the pr0b1em was fixed  
     O    O    O    O    O    O    O 

59. After experiencing the service rec0very, I am m0re 1ike1y t0 

c0ntinue with this LSP. 
     O    O    O    O    O    O    O 

60. Based 0n the rec0very experience, I wi11 tend t0 be m0re 10ya1 t0 

this LSP in the future 
     O    O    O    O    O    O    O 

 
 
P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

regarding y0ur LSP's pricing. 

Str0ng1y 

Disagree 

  Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

61. C0mpared t0 0ther LSPs, 0ur LSP's prices are very g00d.      O    O    O    O    O    O    O 

62. The LSP 0ffers a very g00d price-perf0rmance rati0.      O    O    O    O    O    O    O 
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63. C0mpared t0 carrying 0ut th0se tasks 0urse1ves, 0ur LSP's 

prices are very g00d. 
     O    O    O    O    O    O    O 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

regarding y0ur past and future re1ati0nship with this LSP. 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

64. In the future, this LSP wi11 have a higher share 0f 0ur 10gistics 

v01ume. 
     O    O    O    O    O    O    O 

65. In the future, we wi11 use this LSP m0re than we d0 n0w.      O    O    O    O    O    O    O 

66. When we ca11 0ut bids f0r services 0ther than the 0nes we 

0uts0urce t0day, we wi11 c0nsider this LSP preferentia11y. 
     O    O    O    O    O    O    O 

67. When we 0uts0urce additi0na1 services, we wi11 first 0ffer them 

t0 this LSP, bef0re starting a bidding pr0cess. 
     O    O    O    O    O    O    O 

 

P1ease indicate y0ur 1eve1 0f agreement with the f0110wing statements 

0n y0ur attitude t0wards this LSP and 0n market a1ternatives. 

Str0ng1y 

Disagree 

Neutra1 Str0ng1y 

Agree 

P1ease indicate y0ur 1eve1 0f agreement with each statement. 

68. There are many a1ternative LSPs that can 0ffer the same 

service at the same c0st. 
     O    O    O    O    O    O    O 

 

 

C. Backgr0und Questi0ns 

 
 
Thank y0u f0r c0mp1eting the survey t0 this p0int. 
 
We w0u1d n0w 1ike t0 ask y0u t0 c0mp1ete a few backgr0und questi0ns. As with the rest 0f the survey, 

we guarantee the strictest c0nfidentia1ity! 
 
69. What is y0ur p0siti0n? 

O President/ CEO/ COO 

O Vice President L0gistics 

O L0gistics Manager 

O L0gistics Emp10yee 

O Others    
 
 
70. F0r h0w many years have y0u been w0rking in this p0siti0n? f0r ___ years (e.g. 2.5) 

 
 
71. F0r h0w many years have y0u been w0rking f0r this c0mpany? f0r __ years (e.g. 2.5) 

 
 

72. Which industry d0es y0ur business unit be10ng t0? 

P1ease se1ect 0n1y 0ne industry. 

O F00d and beverage 

O Aut0m0tive 

O C0nsumer g00ds 

O Industria1 equipment 

O E1ectr0nics and re1ated instruments 

O C0mputer hardware and periphera1 equipment 

O Chemica1s and p1astics 

O Retai1ing 

O Hea1thcare 

O Others    

 

73. What are the current year1y revenues 0f y0ur business unit (in ₹ Mi11i0n/year)? 

up t0 24 O 25-49 O 50-99 O 100-249 O 

250-499 O 500-999 O 1,000-4,999 O M0re than 5,000 O 

  



139 

 

74. What is the appr0ximate number 0f emp10yees in y0ur business 

unit? 

  emp10yees 

75. H0w many LSPs d0es y0ur business unit use?                               10gistics service pr0viders 

76. What is the share 0f 10gistics c0st that externa1 LSPs have (in %)?                      percent 

 

P1ease c0mp1ete the f0110wing questi0ns having y0ur se1ected LSP in mind. 
 

77. What is the share 0f t0ta1 0uts0urced 10gistics c0st that this LSP has?            percent 

78. F0r h0w 10ng have y0u been w0rking t0gether with this LSP? f0r years (e.g. 2.5) 

79. F0r h0w 10ng have y0u been w0rking t0gether with this LSP in a 

way that y0u w0u1d ca11 a "c10se re1ati0nship"? 

f0r years (e.g. 2.5) 

80. What is the t0ta1 durati0n 0f the current c0ntract with this LSP?   years (e.g. 2.5) 

81. What is the remaining durati0n 0f this c0ntract with this LSP?   years (e.g. 2.5) 
 
 
 
Thank y0u f0r taking part in the survey! 
 
 
P1ease pr0vide us with the address t0 which we may f0rward y0ur c0mp1imentary rep0rt 

and b00k and n0tify y0u sh0u1d y0u win the iP0d raff1e. 
 
 
Last name:    

First name:    

Emai1 address:    

C0mpany:    

Street:    

Zip:         

City:    

Ph0ne number:    

 

P1ease use the space pr0vided f0r c0mments and suggesti0ns:  
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