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Abstract—In the courier services industry, service quality is
among the most crucial factors for customer satisfaction. This
paper applies the Logistic Service Quality (LSQ) model, using
variables which include ‘timeliness’, ‘condition/accuracy of
order’, ‘quality of information’, and ‘availability/quality of
personnel’ in determining the most effective dimension for
providing sound service quality to achieve customer satisfaction
under the current market conditions. Multiple regression
analysis based on 200 respondents indicated that ‘timeliness’
has been replaced by ‘condition/accuracy of order’ as the
priority for courier services’ customers. The impact of the shift
from ‘timeliness’ to ‘condition/accuracy of order’ and areas to
cover in the future are discussed. Additionally, this paper also
explored the moderation effect of foreign and local logistics
service providers in influencing the relationship between LSQ
and customer satisfaction. Findings show that LSQ perceptions
were different for local and foreign companies. This difference
in LSQ perceptions eventually affects customer satisfaction.

Index Terms—Logistic Service Quality (LSQ), Customer
Satisfaction, Courier Services.

In past decades, logistics has always been a supporting
function for production and consumption. For traditional
courier service companies the only function that was
considered was cost. However, since the 1990s, this
perception has started to change due to the marketing
principle of determining the capacity of the courier service
which has lead to greater customer satisfaction and loyalty
[1]. The courier services industry in Malaysia is beginning to
experience mounting competition as more courier logistic
companies (local and foreign) have been set up.
Unfortunately, little information is available to pinpoint
country specific areas of customer satisfaction concerns
between courier service providers. Hence, this paper aims to
determine the service quality dimensions that influence
customer satisfaction in the courier service industry focusing
on quality: (1) timeliness; (2) condition/accuracy of order; (3)
quality of information; and (4) availability/quality of
information. In addition to evaluating the service quality
among logistics service providers, this study is also
motivated by the notion suggested in past studies by Javalgi,
Cutler and Winans (2001) and Stanton and Veale (2009),
where country of origin (COQ) of the service provider is
believed to influence customers’ quality perception [2], [3].
Hence, this study also explores the moderation effect of local
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versus foreign logistics service providers.

Il. THEORETICAL BACKGROUND AND HYPOTHESIS

In the service industry, customer satisfaction is a vital
element which contributes heavily to customer loyalty [4, 5].
Customer satisfaction that increases customer loyalty
eventually leads to business profitability. Parasuraman
(2004) defines customer satisfaction as a “result” of the
“comparison between predicted service and perceived
service” while service quality refers to the “comparison
between desired service and perceived service” [6]. An
instrument that is applicable for measuring service quality is
the SERVQUAL model. According to Mentzer, Flint, and
Hult (2001), SERVQUAL can be considered an effective
“analytic instrument in evaluating and monitoring service
quality” [1]. This paper employs Logistic Service Quality
(LSQ), which has gone through modification during the
development of logistic traits that fits into prior
consumer-based  scopes and identifies  potential
improvements [1]. Mentzer, Flint, and Hult (2001) also
suggested that firms are required to pay attention to their own
marketing efforts as well as the physical distribution service
(PDS), as these elements are key to achieving customer
satisfaction and put forward a unified framework of customer
service [1].

Based on the customer value theory, timeliness is one of
the essential elements in the relationship between logistic
provider and customers [7]. Timeliness refers to whether
orders that have been placed are delivered on time as
promised [5]. It is essential as it helps in reducing the overall
operation process in terms of times between service stops [8].
It has been found that customer satisfaction can be further
enhanced given the availability of flexible timeliness based
on demand [9]. Based on the above rationale, the following
hypothesis is derived:

H1: Timeliness has a significant influence on customer

satisfaction with courier services.

According to Xu and Cao (2008), this variable measures
the average effectiveness and success of a courier provider
once they have received a customers’ order [10]. It also
involves the accuracy of billing and record keeping as well as
the completion of the service at the designated time [6].
Furthermore, it is important for firms to meet the demands
stated in a particular order in terms of quantity and quality
upon arrival, in terms of whether or not the package sustained
any damage [1],[5]. Should any complaints be made and then
mismanaged, it would lead to customer dissatisfaction and
further prompt a switch to a competitor from the industry [1].
Based on the above rationale, the following hypothesis is
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derived:
H2: Condition/accuracy of order has a significant
influence on customer satisfaction with courier services.

The ability of courier providers to include relevant product
information is essential to attract customers’ attention to their
specific service and promotions that meet their needs [5, 7].
Overall customer satisfaction can be affected by the
information provided, in terms of trustworthiness and quality
of information, which can help customers make better
decisions [1]. Parasumaran (2004) suggested that firms
should consider providing information in multiple languages
[6], which is relevant to the area of study for this paper,
Malaysia, where there are three main races (Malays, Chinese
and Indians). Based on the above rationale, the following
hypothesis is derived:Based on the above rationale, the
following hypothesis is derived:

H3: Quality of information has a significant influence on

customer satisfaction with courier services.

Sound interaction between personnel and customers has
been discussed as being a factor contributing to customer
satisfaction [10]. The ability of personnel to distinguish
regular clients is equally important as learning individual
preferences, problem solving and improving knowledge of
products, as well as providing customised attention that will
increase satisfaction and in return encourage future
repurchases [11]. Lu, Tu and Jen (2011) brought forward the
idea of switching barriers in addition to personnel
competence as a pair in a model examining behavioural
intentions when addressing the possibility of a customer
switching to a competitor as mentioned above [11].

H4: Availability/quality of personnel has a significant

influence on customer satisfaction with courier services.

Our study will be based on the SERVQUAL model [6] as it
fits the area of interest, which is the service quality that the
courier industry provides. The model also includes the
difference between perceived and expected quality.
However, for this paper, some modifications were needed to
produce more comprehensive research. Thus, the LSQ model
by Collier and Bienstock (2006), which includes an extra 4
dimensions that are represented by our independent
variables, was adapted [12]. The LSQ model has also been
utilised by other researchers including Saura, Fraces, Contri,
and Blasco (2008), from which we developed our
questionnaire [5]. There has been very limited incorporation
of the LSQ in studies conducted in Malaysia, thus this paper
will further test whether the model is applicable or not (see
Fig. 1).

Logistic Service Quality (LSQ):

Condition/Accuracy of Order Ii

Quality of Information

Customer
Satisfaction

ALY

Availability/Quality
of Contact Personnel

Fig. 1. Research Framework
The lucrative market of logistic servicing, as a result of
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borderless trading, has attracted many foreign companies to
expand into developing countries [2]. When a foreign service
provider enters a new market, it is common for the foreign
service provider to transfer the service culture from their
home country, to differentiate their service culture and
service quality from their local counterparts with minimal
localization [13]. Studies on COO that elucidate how the
impression of a product or service from the source country
affects consumers’ quality perceptions [3] can be used to
explain the differences in perceived service quality between
local and foreign companies. Stanton and Veale (2009) added
that it was possible for COO to infer the quality of service
offered due to the nature of the service, where it is possible
for information about services to be ambiguous [3]. Although
there were limited studies investigating the effect of COO on
logistics service preferences, a recent study conducted in the
Asian context (China) found that customers prefer foreign
logistics service providers due to more advanced
management, better service quality, and better equipment and
facilities [14]. Past studies in regards to country of origin of
service providers, however, have not evaluated the
possibility of the moderating effect of COO, in this case,
local and foreign LSQ on customer satisfaction. Based on the
above rationale, the following hypothesis is derived:

H5: Local and foreign logistics service providers moderate

the relationship between each LS) variable and customer

satisfaction.

The 35 item questionnaire adapted for this study employs a
four-point Likert scale, with anchors ranging from ‘strongly
disagree’ to ‘strongly agree’, that was chosen as it helps in
eliminating the ‘neither/nor’ position, as it was found that
without such a position respondents have the tendency to
choose from a negative scale which helps in getting a more
accurate set of responses [15]. The unit of analysis for this
study are individuals pursuing their studies in higher
educational institutions in Malaysia. Online media, including
personal emails and online survey platform ‘Survey
Monkey’, was used in obtaining data. Snowball sampling
was chosen when conducting our sampling method as it
allows us to identify respondents who have the specific range
of characteristics that are useful for the research [16]. To
qualify as a respondent for this study, respondents must have
used any courier services in the last year. Through this
method, a total of 200 usable questionnaires were obtained
out of 203 questionnaires collected.

METHODOLOGY

IV. ANALYSIS AND RESULTS

A. Respondents Demographic Profiles

The respondents of this study were 51% female and 49%
male. The majority of the respondent were students (71%),
while the rest were employed (29%). As the study focuses on
courier services provided in Malaysia, there were more
Malaysian respondents (64.5%) compare to non-Malaysians
who live in Malaysia (35.5%). A good number of
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respondents were at the undergraduate level (77.5%),
alongside respondents at the diploma level (12%),
postgraduate (8.5%), and other levels of education, such as
pre-university and A-levels (2.5%).

B. Final Stage Relationship between LSQ and Customer

Satisfaction

In terms of preferences and satisfaction of the respondents
for a specific courier services provider, out of 200
respondents, 41% of respondents chose Pos Laju as their
preferred provider for courier services (see Table I). Even
though Pos Laju was the most popular choice it only
achieved a score of 2.95 out of 4 on the Likert Scale in terms
of customer satisfaction, which is lower than the satisfaction
levels towards FedEx and DHL, which stand at 3.204 and
3.13 out of 4, respectively. This indicates that customers who
experienced the service by FedEx had the highest level of
satisfaction in comparison to the other providers.

TABLE I: MEAN OF CUSTOMER SATISFACTION WITH DIFFERENT COURIER
SERVICE PROVIDERS

Courier Service Providers Usage Frequency Customer Satisfaction

are supported with respected p-values of 0.008<0.01 (H1),
p-value of 0.000<0.01 (H2) and p-value of 0.002<0.01 (H3).
However, H4 (availability/quality of personnel) is rejected
with a p-value of 0.151>0.01, thus deeming it to have no
influence on customer satisfaction. In summary, the
relationship between the dependent variable (customer
satisfaction) and independent variables (timeliness,
condition/accuracy of order, and quality of information) are
as follows:

Y =0.425 + 0.201 Timeliness + 0.321 Condition/Accuracy
of Order + 0.229 Quality of Information

The absolute figure shown in Table Il represents the beta
coefficient of each variable. The result indicates that the
independent variables (timeliness, condition/accuracy of
order and quality of information) have positive relationships
with the dependent variable (customer satisfaction).
Furthermore, it can be seen that condition/accuracy of order
has the highest beta at 0.326, which suggests that this
variable is the strongest factor in influencing customer
satisfaction.

Frequency Percentage Mean  Stdev C. The Moderating Relationship between Local vs.
(n) (%) Foreign Courier Service Providers on LSQ and Customer
81 40.5 2.9460 0.4593 Satisfaction
Pos Laju (Pos Malaysia) . . . .
DHL 57 285 3.1491 0.4861 As the literature suggested, there are differences in service
FedEx 45 225 3.1250 05119  expectation between COO of the logistic service providers,
Others 17 8.5 2.9044 0.5331

Note: N =200

All independent variables have substantial relationships
and are moderately correlated with the dependent variable
(Pearson r ranges from 0.530 to 0.672, p value 0.000<0.01).
Table Il shows the relationship between the dependent
variable and independent variables obtained from running
multiple linear regressions. The F-value of 55.076 (p-value
0.000<0.01) implies that at least one of the variables of the
study is significant. Thus, it confirms the fitness of the model
[17]. The adjusted R square is 0.521, indicating that the
model represents 52.1% of the total variance. An effect of
this size, of 52.1%, can be considered to be around the range
of a large to very large effect [18].

TABLE Il: REGRESSION RESULT

Variables Beta Sig.  Tolerance  VIF
Value

(Constant) 425 .019*

Timeliness .201 .008* 467 2.141

Condition/Accuracy

of Order 321 .000* .395 2.529

Quality of Information 229 .002* 442 2.260

Auvailability/Quality

of Personnel .081 151 .562 1.780

Multiple R 728

R? 530

Adjusted R 521

F change= 55.076, Sig. F=0.000

Note: N=200; *p<0.01 (2-tailed); Dependent variable: Customer Satisfaction;
Independent Variables: Timeliness, Condition/Accuracy of Order, Quality of
Information, Availability/Quality of Personnel

Based on the findings, H1 (timeliness), H2
(condition/accuracy of order) and H3 (quality of information)
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this study adapts the COO concept and tests the effect of local
versus foreign logistics service providers on each
independent variables against customer satisfaction, the
variable of service provider was then tested for moderation
effect on each single relationship. Service providers were
divided into 2 groups from the original 5 groups, in which the
local logistic providers comprised of Pos Laju 41% (n=81)
only and foreign logistics service providers comprised of
DHL and FedEx, 51% (n=102). The remainder were not
included in the moderation grouping as the origin of service
provider could not be determined. Nevertheless the
percentages from the former lists are comparable.

Using the Sobel test for moderation, values of each
independent variable were centred (taking mean minus each
value) to obtained more accurate results. Then an interaction
term, comprising of the product term between the centred
values and the moderating variable (logistics service provider;
0 =local and 1 = foreign), was created. The centred variable,
moderator and the interaction term were all subjected to a
hierarchical regression and their unstandardized coefficients
were entered into a Sobel test to ascertain the moderation
effect.

Table 111 shows the simple slopes of the moderating groups
on each simple regression relationship (one independent
variable on customer satisfaction). The analysis also shows
that service providers in logistics companies play a part in
varying the degree of customer satisfaction as determined by
each independent variable of the LSQ. This shows that there
are different expectations of logistics service qualities
depending on whether the logistics company is a local or a
foreign company. This will ultimately determine the differing
levels of satisfaction within customers’ perceptions. It is
interesting to note that steeper slopes were recorded for
foreign companies when moderating the relationship
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between timeliness and quality of information, both
individually and with customer satisfaction. This
phenomenon, however, is true for local companies, when
moderating the relationship between condition/accuracy of
order and availability/quality of personnel, both individually
and with customer satisfaction.

TABLEII: MODERATION RESULT

Simple Slope T-Value Sig.

Customer Satisfaction on Timeliness

Local 0.446 4.986 P<0.01

Foreign 0.766 9.889 P<0.01
Customer Satisfaction on Condition/Accuracy of Order

Local 0.693 8.828 P<0.01

Foreign 0.632 8.938 P<0.01
Customer Satisfaction on Quality of Information

Local 0.589 6.518 P<0.01

Foreign 0.661 9.348 P<0.01
Customer Satisfaction on Availability/Quality of Personnel

Local 0.361 4.661 P<0.01

Foreign 0.270 3.818 P<0.01
Note: N=183; *p<0.01 (2-tailed); Dependent variable: Customer

Satisfaction; Independent Variables: Timeliness, Condition/Accuracy of
Order, Quality of Information, Availability/Quality of Personnel;
Moderating Categories of Logistics Service Providers: Local, Foreign.

V. DiscussioN AND CONCLUSION

This study aimed to examine the aspects of service quality
that contribute to customer satisfaction in the logistic service
industry of Malaysia. Overall, the results from this study
have endorsed previous research, except for the variable of
availability/quality of personnel. The main difference in the
findings of this paper is that the most significant variable for
achieving satisfaction among customers in the courier service
industry is the condition/accuracy of order, showing a
contrast to previous findings [6], [19], [20] where timeliness
was regarded as having the highest level of influence on
customer satisfaction. The implication from these two
hypotheses (H1 and H2) suggests that there has been a shift in
the trend, and companies should start to recognise this. One
feasible explanation for such a shift could be due to
customer’s trust in their respective choice of courier service
provider and such trust can be achieved through matching the
timeliness aspect when providing the service [12].
Furthermore, due to increasing expectation from customers,
timeliness is seen as an entry-level requirement for every
company in the logistic industry [21]. Quality of information
was also found to have a strong influence on customer
satisfaction for courier services providers (H3). This is in
tandem with the results obtained from the study by Dodds
(2002), who discussed that “good product information helps
to create a more effective market place for both consumers
and marketers” [22].

Unlike previous studies, the availability/quality of
personnel was not shown to be a factor influencing customer
satisfaction for courier service providers (H4). Based on the
perspective of customer value theory, the availability/quality
of personnel may be viewed as insignificant across the
industry in Malaysia; thus, customers are unable to
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differentiate companies based on this criterion. This is
detrimental to the industry in Malaysia as findings have
shown that contact personnel are a crucial part in customer
satisfaction and upon recognising this factor, companies can
provide training needed for their staff to provide better
service quality to customers in each branch [5]. Upon the
effort of upgrading this, the industry in Malaysia would also
improve as a whole and could also be compared to the global
level.

Answering the past literature’s call for investigation of the
influence of COO on service sectors [2; 3], this study found
that customers perception of LSQ is indeed different for local
versus foreign companies. Results show that local logistic
service providers have strengths in delivering accurate
orders, making sure that their personnel are available, and
providing a good quality of service. Foreign logistics service
providers on the other hand provide better quality when it
comes to providing timeliness and quality of information to
their customers. This is similar to a previous study by Hong,
Chin and Lui (2007), where timeliness and quality of
information can be attributed to more advanced management,
better equipment, and facilities provided by the headquarters
of the foreign logistics firms [14]. Hence, it is important for
local logistics service providers to invest in improving their
management systems, as well as equipment and facilities to
keep up with the competition.

This study has several limitations, which suggest avenues
for future research. Firstly, due to time and budget
constraints, snowball sampling was chosen due to its
convenient nature. Future research using a more random
method would provide a better representation of samples.
Secondly, using university students as the unit of analysis of
the study limits the generalizability of this study. Sampling
respondents from various groups of respondents including
working adults and business organizations might provide a
different scope of service quality expectations among logistic
service providers.
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