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ABSTRACT

This study examines the rel ationship between the service quality of large and small
maritime freight forwarders and customer behavioral intention to select this service
from these firms. Differences in service quality may be expected as large freight
forwarders have more resources and capability to provide avariety of servicesin
response to customer demand, while small freight forwarders, because they have less
resources and lack managerial skill, may have limited services to offer but more
understanding of customers' needs. Service quality in maritime transport includes six
dimensions; resources, service outcome, service process, service management, firm's
image, and social responsibility. Customer intention to select freight forwarders was

the main construct of the study.

A guestionnaire survey was conducted with Thai exporters who have experience of
using both large and small freight forwarders. 335 sets of survey data were collected.
Regression analyses were used to test the rel ationship between maritime service
quality and customer satisfaction, while t-test analyses were performed to determine

the differences in the services provided by large and small freight forwarders.

The results indicated that service process and service management significantly
influenced customer intention to select large freight forwarders. In contrast, service
outcome was the only factor that significantly affected customer intention to select
small freight forwarders. Furthermore, customers perceived the large freight
forwarders to have more resources and higher service outcome, service process,
firm'simage, and good manner of social responsibility than small freight forwarders,
while the efficiency of the service management of small freight forwarders was

perceived as higher than that of large freight forwarders.
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CHAPTERI

GENERALITIES OF THE STUDY

1.1 Background of the Study

Aninternational freight forwarder is defined as an international trade specialist who
provides avariety of functions to facilitate the movement of cross-border shipments.
Murphy, Daley, and Dalenberg (1992) classified the nature of international f fight
forwarding into two types, pure and diversified forwarders. A "Pure" forwarder
primarily focuses on consolidating shipments for international water transport while a
"diversified" forwarder provides other intermediary services that derive a noticeable
portion of revenue such as air transport, trucking, and customs clearance service. An
international freight forwarding environment can be viewed as the emergence of "new
forms" of forwarders incorporating a broad spectrum of services under one roof.
Murphy et al. (1992) suggested that international freight forwarders may provide a
one-stop service by offering all relevant services, such as non-vessel operating
common carriers (NVOCC), customs house brokerage, inland transportation, export
documentation arrangement, and packing, in order to increase their service levels.

Hence, such aforwarder would become a " Total Logistics Management" company.

The international freight forwarding industry is comprised of thousands of operators
around the world. The sizing of the freight forwarding firms varies from small family
businesses to multibillion business companies. Services provided by each firm may be
different based on the needs and characteristics of the customers. However, the
variety of services varies across firms. Large freight forwarding firms seem to have
more resources and provide more variety of services, while small firms seem to have
less resource which may lead to limited service offers. On the other hand, small firms,
with less numbers of customers, may be able to know and understand their customers
and provide a higher quality of services. Therefore, the size of freight forwarding

firms may affect exporters' selection of them.



The classification of small and large freight forwarder firms can be done based on the
number of employees and the size of the firm's assets. According to the Ministry of
Industry of Thailand (1992), asmall firm has less than fifty employees while alarge
firm has more than two hundred employees. On the other hand, if thefirm sizeis
determined by the firm's assets, a firm with less than five million (baht) assetsis
considered as small, while a firm with more than two hundred millions (baht) asset is
determined as alarge firm, while the rest are categorized as medium size firms. The
research of Murphy et al. (1992) also discovered the sizing of freight forwarding firms
measured by the number of employees. However, the firm size can also be
categorized by the service attributes offered by each firm. A small firm may offer
only freight forwarding related services such as consolidation services, insurance
coverage, export documentation, cost (freight rate) information, reliability, local
transportation, and customs brokerage, whereas alarge firm may have more capability
to provide other services than freight forwarding related services, such as distribution
services, warehousi ng, warehouse management, project cargo handling, and cargo

trace-and-tracking systems.

In Thailand, small freight forwarding firms account for a significant amount of the
logistics service sector, with atotal markets of import and exports of around 640
billion baht, and this amount increases during consecutive years as reported by
(Thansettakij News, March 2010) On the other hands the Marine Department and
(TIFFA) Thailand International Freight Forwarder Association (2010) found more
new freight forwarding companies registered with the Department of Business
Development in the Ministry of Commerce, Thailand; generally around ten
companies. More than half of them register under the small and medium size category

(SME).
1.2 Statement of Problem
While international freight forwarders have long been recognized as one of the key

logistics operators, to date empirical research involving Thailand-based freight

forwarders has been rather limited. Dr. Thanit Sorat, Vice Chairman of the Federation



of Thai Industries, stated that there is a scarcity of research concerning the logistics
service quality of the small firms, as most logistics research tends to concentrate on
large firms. Most large freight forwarding firms have branches and network around
the world and operate their own tangible assets such as trucks, warehouses and
equipment. Thus, they have greater capability to provide afull range of logistics
activities to manage the inflow and outflow of materials and the storage and
distribution of goods, and are also able to offer trace-and-track systems, as well as
having strong financial support to meet customer demand. However, less flexibility
due to high volume and a contract may cause alarge firm to stick with one carrier or
supplier, and the organizational structure of large firms may not support a customer's
business procedures. | n contrast, small firms with greater flexibility due to lower
volume may be able contact many other carriers and provide a higher service level to
customers Moreover, only a one-dimensional service that the small firms offer could
enhance the expertise of forwarding services, since they are familiar with, and have
high specialized experiences and skills to handle, the transport task. However, with
less-than-global networks and having insufficient funds and own assets, may affect
the quality of their international freight forwarding. Thus, the logistic services quality
of small and large freight forwarde; may be perceived differently from a customer's
point of view, which, in turn, would affect customer satisfaction in some ways. As
such, the focus question is "what are the differences between services qualities
provided by small and large freight forwarders and how may they affect customer

selection of each firm type?'

1.3 Research Objectives

This study attempts to understand the difference of customer perception of service
quality provided by small and large freight forwarding firms, and to identify how
service quality affects customer intention to select afreight forwarder. The three
specific objectives are as follows:

1. Toidentify service quality of small and large freight forwarding firms.

2.  Tocompare service quality of small and large freight forwarding firms.



3. To identify the impact of service quality factors on customer intention to

select service from afreight forwarding firm.

1.4 Scope of research

Although there are many types of freight forwarder, most researcher would define
freight forwarding activities as representative of exporters and shipping lines
brokers because they handle cargo, and consolidate small shipments to/from the origin
to the point of destination on behalf of the exporter, including export documentation
and operation of transportation and other services which could be warehouse or
inventory management, distribution management, cargo tracking, and value-added

activities such as light assembly of products.

The research focuses on Thai exportersin Bangkok and their various commodity
groups such as textile, automotive parts, chemicals and plastics, electronics parts, and
food products. The major data collection method is the questionnaire survey, which
will be conducted in order to explore the perception and motivation of Thai exporters
intention to select either asmall or large freight forwarder. The datawill be collected
from people in decision-making positions, such as manager, assistant manager, and

supervisor, who have experience of both small and large freight forwarders.

1.5 Limitation of research

Asthetarget population is firms located in Bangkok, the research may not be
representative of the entire groups of exporter located nationwide. Moreover, as the
customer intention to select afreight forwarder is used instead of the actual selection,

there may be some discrepanciesin the results.

1.6 Significance of Research

Thisresearch is about the differences in the service quality capability that both large

and small freight forwarding firms provide to exporters. Furthermore, it seeksto



understand what selection criteria the exporters use to select services from large and
small freight forwardersto fit with their requirement. This study contrasts large and
small freight forwarding firms so as to understand what the typical needs for service
from freight forwarders. It explores how exporters perceive large and small freight

forwarding firms across the entire service quality dimensions.

1.7 Definition of terms

Affiliated Freight Forwarder is ajoint venture of freight forwardersin each country

in order to offer effective service cooperation.

Customer's Intention to Select a Freight Forwarder refers to when customers
decide to use services, what reasons do they have in mind for selecting a freight
forwarder, and which service quality factors customers consider to best fit their needs,
such as speed of service performance, or quick response to customer's inquiries and

requests.

Customer Satisfaction is a process of evaluating or measuring a purchased product

and/or the service experienced, with expectations being compared with results.

Customs Broker is a broker licensed in accordance with the Code of Federal

Regulations (Customs Regulations) to transact customs business.

Freight Supplier is afreight forwarder acting as a freight supplier intermediary, or
international carrier, or an organization undertaking both forwarding and carriage,

otherwise called aforwarder/operator.

Image/reputation-related service quality dimension involves the overall customer

perception of the logistics provider's, such as the company's reputation in the market.

International Freight Forwarder is an international trade specialist who can provide

avariety of functionsto facilitate the movement of cross-border shipments.



Large Freight forwarding firm isafirm that has more than two hundred employees,

and has total assets of more than two hundred million baht.

Non-Vessel-Operating Common Carrier (NVOCC) isacompany that moves
goods, but does not operate an ocean-going vessel; rather, it isashipper inits

relationship with an oceanic common carrier.

Resour ces-related service quality dimension relates to physical resources such as
tangible assets, capital investment stability, equipment, and facilities' condition and

availability, infrastructure, equipment and technol ogy.

Service Attribute is afunction provided by freight forwarders

Service Management-related quality dimension relates to how alogistics provider
manages and deploys its resources most efficiency and effectively to meet a
customer's demands: for example, corporate strategy, business skills and knowledge,
feedback from customers, and continuous improvement of customer-oriented

operation processes.

Service Outcome-related quality dimension relates to core business or service
commitment such as service performance, timeliness of shipment, shipment saf ety

and security, prices offered that customers have received from the logistics provider.

Service Process-related quality dimension relates to factors of interaction between
the customers and employees: for instance, a customer perceives that staff have
knowledge of, and fast response to, their needs; staff knowledge of customer

requirements, and appropriate use of 1T in customer service.

Service Quality in maritimetransport means safe, reliable, efficient transport
services, and also socially responsible behavior and activities regarding safety and

environmental protection concerns.



Small Freight forwarding firm is afirm that has less than fifty employees, and has

total assets of less than five million baht.

Social responsibility-related service quality dimension relates to the perception of
the customers about the ethical operation of logistics activities that impact on people

and the environment: for example, safety operations for people and the environment.

Trust refers to when customers have confidence in a company, and therefore can trust

the quality of products and services which they receive from the company.



CHAPTERII

REVIEW OF RELATED LITERATURE

There are three sections in this chapter. The first part explains the freight forwarding
industry and services provided by small and large freight forwarders. In the second,
service quality theories and freight forwarding service quality and all related attributes
will be discussed. Finally, the customer selection process and the effects of service

quality on custor-=r selection are the focus of the last section.

2.1 Freight forwarding industry and freight forwarding services

International freight forwarders play an important role in import and export
businesses, based on their logistics expertise and capability to handle materials across-
countries. Hence, freight forwarding companies can expand the variety of their
services to cover the increasing and diversifying demand for logistics services.
Christopher (1998) indicated that |ogistics covers the totality of an organization's
activities, from the management of raw materials through all the processes that lead to
the creation of afinished product. Lambert and Stock (1998) stated that logisticsis
that part of the supply chain process that plans, implements, and controls the efficient,
effective flow and storage of goods, services, and related information, from point of

origin to point of consumption, in order to meet customer requirements.

Murphy, Daley, and Dalenberg (1992) mentioned that alogistics services provider
refersto a provider performing logistics activities for the buyer and seller of raw
materials, goods in process, or finished products. A logistics company performs
services that might otherwise be done by the buyer or seller, and is actively engaged
in the movement of goods and information relevant to the transaction. As such,
transportation of products and raw materials can be considered as a part of logistic
activities. Freight forwarders who help business operators to transport their products
should be considered as atype of logistic service provider. Consistently with this

view, Murphy and Daley (2001) stated that freight forwarder is another term for a



logistics service provider. Freight forwarders are intermediaries who facilitate
logistics services but do not necessarily own assets themselves. Markides and Holweg
(2006) defined freight forwarders as those who have traditionally facilitated transport.
Freight forwarders are now being absorbed into the 3PL definition by offering
extended services. Daley et al. (1995) identified five major tasks of afreight
forwarder: paying freight charges, tracing and expediting shipments, making routing

recommendation, issuing export declarations, and preparing certificates of origin.

Freight forwarding service attributes were found to be one of the key factors which

categorize the size of small and large freight forwarding firms (McGinnis (1989;

1990). These attributes are:

1) Cost (freight rate) which relates to costs of service; price flexibility and transit
time, which relate to transit time speed

2) Reliability, which involves transit time reliability, pick-up service reliability,
loss/damaged performance; claim settlement, loss and damage performance record,
delivery information and confirmation, tracking and tracing ability;

3) Carrier considerations relates to carrier financial stability, quality of carrier
personnel, carrier reputation, and familiarity with carrier

4) Shipper considerations involve geographic coverage, willingness to provide service
contract, capability to handle special products, handling of specific box size

5) Electronic Data Interchange (EDI) relates to ability to provide extensive electronic
interchange to link with customs systems

6) Forwarding services relate to export documentation, insurance coverage, and
consolidation services

7) Distribution services relate to ability to provide overseas distribution services,
repackaging and relabeling, order picking, inventory management

8) Warehousing facilities involve facilities and equipment, location, and security.

These service attributes can be found in large freight forwarding firms. Small freight
forwarding firm can provide only basic forwarding services, and offer freight rate
proposal for both full container load (FCL) and less than container load (LCL), speed

transit time, and reliability because of limited resources (financial and managerial)
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and dependence on available capacity. Additional services such as customs broker,
including EDI (electronic Data Interchange) systems that link and transfer essential
data to the customs department on behalf of exporters, may be available as in-house
management or arranged by sub-contracting with a customs brokerage. A road
transportation service may hire a transportation specialist to take care of cargo and
deliver it to the right place and on time. Another type of freight forwarder is called a
"cargo consolidator" which focuses only on less than container load (LCL) cargo by
offering consolidation services from Bangkok throughout the worldwide and is not
interested in full load container (FCL) shipments. The last type of freight forwarder
can be called a"box operator" or “*SOC (shipper's own container) operator". They
operate similarly to shipping lines but do not own ships but only containers and can
ship to specific ports where they have agents. When an exporter want to use its
service it will buy only freight and space on a vessel direct with shipping lines, and
release its own containers to the exporters instead and then load the containers on
board the appointed liner. But not many freight forwarders can operate this type of
business due to complicated tasks, availability of equipment (empty containers),
movement between ports, and need to use more resources (financial and employee).
V arious aspects and business registration terms and regul ations stimulate new

logistics practitioners to establish more freight forwarding businessesin Thailand.

A large freight forwarding firm could be called a "total logistics provider" because it
is registered with high capital and invests more in resources (peoples, equipment and
technology) and provides more enhanced services than small firms with only their
own assets and networks. Therefore large firms would be able to provide more than
the basic forwarding services, such as: tracking and tracing systems, carrier
considerations, EDI, shipper considerations, distribution services, warehousing
facilities, fixed contract service agreement by appointing personal customer services
to take care only of specific key customer shipments, project handling (tailored
operating processes according to customer's demand), distribution services (products
distribution service, inventory management, re-packaging products, consolidate
shipments), warehousing facilities (storage, pick and pack products, security),

transport management (providing different type of truck and move products to

10



=ASSUMPTION UNIVERSITY LIBRARY

3522 c-

appointed location as per customers' requirement), high technology equipment

availability (RFID, cargo tracking system).

Thus the very high investment needed means that fewer Thai freight forwarder
companies can function as total logistics providers, except foreign freight forwarder
with established branches in Thailand and who focus on well-known exporter to be

their customersin order to generate revenue and utilize their resources efficiently.
2.2 Influential Factors of Selection Criteriatoward Freight Forwarders

Many authors identify the factors which are influential in the selection of freight
services. Cunningham (1982) defined the choice as being determined by special
offers, speed of transport, damage to the consignment, and reliability of the carrier.
However, D’este and Meyrick (1989) identified the three categories which influence
choice of carriers as: route, which includes features such as frequency, capacity, and
convenience; directness and flexibility; costs - both the freight rate and other costs;
and service factors such as delays, reliability and urgency, damage avoidance, loss
and theft, afast response to any problems, co-operation between the shipper and the

carrier, documentation and tracing ability.

McGinnis (1989) proposed that service is concerned with on-time delivery, reliability
and safe delivery, which are important factors when selecting freight transportation.
Murphy et al. (1992) identified the three most important carrier selection factor
among freight forwarder as equipment availability, shipment information, and loss
and damage performance. Matear and Gray (1993) suggest that three most important
service attributes for purchasing a sea freight supplier's service are the availability of
freight space, punctuality, and a high frequency of service. Brooks (1985; 1990)
found that carrier selection criteria are frequency of sailings, transit time, directness of
sailings, on-time pick-up and delivery, cost of service, cooperation between
personnel, carrier flexibility, fast response, tracing capability of the carrier, sales
representative, carrier's reputation of reliability, past |oss and damage record,

information nature of advertising, and carrier appropriateness.

11



Frankel (1993) found nine criteria were the major quality concerns over shipping agent
services: reliability of service, time of service, maintenance of delivery time,
availability of promised advertised capacity, cargo safety, security and maintenance,
cargo flow control and tracking, documentation and information flows effectiveness
(timeliness and accuracy), cost control, billing and cost management, service control
and projection, and intermodal management. Menon, McGinnis, and Ackerman (1998)
stated that documentation performance and quality requirements in the scope of work
constitute an essential first step in buying logistics service, while the performance
requirements will emphasize on-time performance, low error rates, ability to meet or
exceed promises, and the capability requirements which will emphasize management

creativity and financial stability of the logistics service provider.

One research group Menon et al. (1998) mention that there are many constraints
which affect the freight forwarding industry. The first schedule of components
consists of three attributes: arrival time, departure time, and a good rel ationship with
the transport provider. The next, service performance component contains four
attributes: high frequency of service, punctuality of service, fast response to any
problems, and the availability of freight space. The last component is routing
characteristics which affects the total transit time. Stank and Roath (1998) mention
that inter-modal development and logistics facility from the shipper's perspective are
concerned with seainter-liner capability, containerization capability, customs
brokerage, vehicle routing and scheduling, consolidation, and local cartage and
drayage. Goh and Pinaikul (1998) found that there are the five critical criteriathat
Thai firms used for selecting freight suppliers. These are: quality of the
services/products provided, reliability of delivery of services, supplier flexibility and
responsiveness, customer orientation of the suppliers and the price of
products/services rendered by the suppliers; while technical expertise, commitment to

continuous devel opment, and good marketing/publicity were least important.

Regarding this previous research, it can be concluded that service quality is one major
factor that influences business operators to select a service provider. With the same

logic, maritime service quality would play arole in the key factor that influences

12



exporters to select freight forwarders for their business. Details of the previous

research on selection criteria for freight forwarders are summarized in Table 2.1.

Table 2.1: Freight Forwarders Selection Criteria

Author(s)

Freight Forwarding Selection Criteria

Brooks (1985)

Frequency of service, transit time

Directness of sailing

On-time pick-up and delivery

Cost of service

Cooperation between personnel

Carrier flexibility, fast response

Tracing capability of the carrier, sales representative
Carrier's reputation, past |oss and damage record
Information of advertising and carrier approoriateness

Cunningham (1982)

Special offers

Speed of transport

Protect damage to the consignment
Reliabhility of the carrier

D’este and Meyrick
(1989)

Frequency of vessel

Capacity to handle shipment

Flexibility of service

Freight rate

Fast response to problem

Cooperation between shipper and carrier
Cooperation of documentation

Goh and Pinaikul Quality of service & Reliability of delivery

(1998) Supplier flexibility and responsiveness
Customer orientation of the suppliers
Price of service

Matear and Gray Service attributes for freight shippers

1993) Service attributes for freight suppliers

McGinnis (1989)

On-time delivery
Reliability of service
Safe delivery

Murphy et a., (1992)

Equipment availahility
Shipment information
L oss and damage performance

Robert (1992) Level of demand

Length of haul

Characteristics of the commodity being transport
Stank and Roath Seg, air, rail and truck interlining capability
(1998) Contai nerization capability

Customs brokerage

Vehicle routing and scheduling
Consolidation

Local cartage and drayage

13




2.3 Service Quality factorsin Maritime Transport

There are many theories that review concepts of service quality, in many models, but
No consensus as to which service quality model supports and applies successfully to
all service industries. However, Cotham, Cravens, and Hendon (1969) proposed that
there has been recognition from transport operators that improvement in transport
service quality is critical in achieving a differential advantage over competition, and
that service quality will affect business success in globalization business. Sasser,
Olsen, and Wyckoff (1978) defined service quality as having seven service attributes:
security, consistency, attitude, completeness, condition, availability, and training.
Gronioos (1982) said that service quality consists of a three-dimensional construct:
the technical quality of the outcome of the service encounter, the functional quality of
the process itself, and the corporate image. Haywood-Farmer et a ., (1988) defined
three dimensions of service quality which the same as Sasser et al., (1978) and
Gronroos et al., (1984); but added another element, which is the professionalism of
the service provider. LeBlanc and Nguyen (1988) found five groups of characteristics
of perceived service quality: degree of customer satisfaction, internal organization,
physical environment and instruments supporting the service-producing system,
corporate image, and personnel/customer interaction. Parasuraman et al., (1988)
defined service quality as comprising five dimensions: tangibles, reliability,
responsiveness, assurance, empathy, and called it SERVQUAL. Even though the
SERVQUAL model has been supported by many studies, there have been arguments
that it only reflects the service delivery process. Service quality in maritime transport
does not focus only on selection criteria decisions about freight forwarders or logistics
service providers, but contains many other elements which are concerned with safety
management and environmental protection. Botterill (1995) stressed the importance of
safety and environmental protection concerns, saying that they must not be neglected
dimensions of the maritime transport services corporate social responsibility.
Hawkins (2001) also emphasized that quality shipping in practiceis closely related to

safety and environmental protection issues.
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In the above literature from many authors, it can be found that most criteria and
factors had a similar focus on the delivery process, with others aspect concentrated on
quality management criteria. Nowadays customers demand service quality in
maritime transport rather than availability, reliability of services, shipment
information, and although cost isimportant, there is a concern more about safety (loss
and damage), environmental protection management, and the socially responsible

behavior of service providers.

Thus Thai (2007) summarized all the service quality factors that are similar and
different of service quality when selecting logistics service providers, and his
dimensions are classified it into the following six groups.

1) Resources of service quality dimension. This relates to physical resources, such
as tangible assets capital investment stability, equipments, and facilities
condition and availability, infrastructure, equipment, and technol ogy.

2) Service Outcome of quality dimension. Thisrelates to core business or service
commitment, such as service performance, timeliness of shipment, shipment
safety and security, and prices offered to customers from the logistics
provider.

3) Service Process of quality dimension. This relates to factors of interaction
between the customers and employees, for instance, customers perceive that
staff have knowledge and quickly respond to their needs, staffs have
knowledge of customer requirements, and there is appropriate use of 1T in
customer service.

4) Service Management of quality dimension. This relatesto how alogistics
provider manages and deploys its resources in the most efficient and effective
way to meet customer demands, for example, in corporate strategy, skills and
knowledge of the business, feedback from customers, and continuous
improvement of customer-oriented operation processes.

5) Image/reputation of service quality dimension. Thisinvolves the customer's
perception of the logistics provider's firm overall, such as company reputation

in the market.
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6) Social responsibility of service quality dimension. This relates to the perception

of the customers about the ethical operation of logistics activities which

impact people and the environment, for example in safety operations for

people and the environment.

Table 2.2. Maritime Transport Service Quality Dimension

Dimensions

Factors

Resources

Equipment and facilities availability
Financial stability

Shipment tracing capability
Physical infrastructures

Service Outcomes

Speed of service performance

Reliability of service performance (timeliness of shipment)
Providing service in a consistent manner

Shipment safety and security (loss and damage)

Reliability of documentation (error-free)

Competitive price of service

Diversification and availability of service provision

Service Process

Staff's attitude and behavior in meeting customers' needs
Quick response to the customer's inquiries

Knowledge of customer's needs and requirements
Application of IT in customer service

Service Management

Efficiency in operations and management

Knowledge and skills of management and operators
Feedback from customers

Continuous improvement of customer-oriented operation
processes

Firm's Image

Company's reputation for reliability in the market

Social Responsibility

Socially responsible behavior and human safety
Environmentally safe operations

Hence the researcher decided to use Thai's (2007) concept of service quality in

maritime transport as the most appropriate for addressing all dimensions of service

quality to examine how the maritime service quality from both small and large freight

forwarders impacts customer intentions to select the service of these firms.
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2.4 Customer Intention to Select Freight forwarders

The growth of the freight forwarding industry has brought high competition and
increased demand for service quality, which affects customer intention to select
service from freight forwarders. Oliver (1997) explained that customer satisfaction
entails the full meeting of customer expectation of the products and services. If the
perceived performance matches or even exceeds customers' expectations of services,
they are satisfied. If it does not. they are dissatisfied. In fact, dissatisfied customer
tends to create negative word-of-mouth comments which conveys their negative
impression to other customers. Munnukka, (2008) and Hansen, (2005) stated that
perception is formed from the bases of customers' experience and may differ across
cultural settings, and be affected by personal and situational characteristics. Aysegul
(1993) stated that the when a customer selects a freight forwarder this may involve
consideration of the exporter's needs, freight forwarding characteristics, and
contextual factors which interact and influence the "fit" between exporter needs and

forwarder's service offerings.

Thailand exporters, such as manufacturers, and trading firms, suppliers who have
experienced both small and large firms, may perceive the small freight forwarder as a
middle-man who procures shipping lines and their schedules to meet their
requirements with expected freight costs in which the revenue comes from the
difference between freight cost and selling price. Other activities that facilitate an
exporter's customer requirement, such as customs brokerage and inland transport,
may be ignored. Their main focus would be on freight price.

Exporters who have aregular volume to export may arrange freight purchasing
through monthly bidding. The exporter would rel ease its shipments to the winning
freight forwarder for a whole month, with an agreed quotation price. This transaction
would mean an arm's length relationship for the exporter. However, some exporters
tend to use the same freight forwarder if it can handle the shipments without damage
or loss problems. With large freight forwarder firms, exporters perceived them as the
representative network of international freight forwarders, able to provide more

capability and variety of servicesto meet customer demands. Further they believe that
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this service is more reliable and financially stable than small firms, and therefore feel
more confident with a large firm's service variables rather than with freight costs.

2.5 Conceptual Framework

The above review of literature found that both small and large freight forwarders have
a similarity of service quality that may affect customer intention to select either small
or large freight forwarders. Thus, a model of relationships of service quality variables
for both small and large freight forwarder, with customer intention to select between

them, can be drawn as follows:

Figure 2.1: Conceptual Framework

Service Quality of Small

Service Quality of Large

Freight forwarder

Resources

Outcome

Process

Management

Image

Social responsibility

Customer Intention to select

Freight forwarder

r Outcome

Freight forwarder

Resources

Process

Management

Image

Social responsibility

Customer Intention to select

Freight forwarder

Remarks: the two arrowhead lines express the proposed discrepancies of the variables

that will be tested in this study. The arrow line refers to the flow of a customer's

perception and the process of making a decision to select a freight forwarding firm.



2.6 Research Hypotheses

Three main hypotheses, with six sub-hypotheses each, were derived from the
conceptual framework. The first two hypotheses explain the relationship between
service quality and customer intention to select small and large freight forwarders,
while the third hypothesis states the differences in service quality provided by large

and small freight forwarders.

The details can be presented as following.

Hypothesis 1: Service quality provided by the large freight forwarder is positively
related to customer intention to select alarge freight forwarder.
Hypothesis 1a: Resources of the large freight forwarder are positively related to
customer intention to select alarge freight forwarder.
Hypothesis |b: Service outcomes of the large freight forwarder are positively
related to customer intention to select alarge freight forwarder.
Hypothesis 1 c: Service process of the large freight forwarder is positively
related to customer intention to select alarge freight forwarder.
Hypothesis 1d: Service Management of the large freight forwarder is positively
related to customer intention to select a large freight forwarder.
Hypothesis 1 e: Image of the large freight forwarder is positively related to
customer intention to select alarge freight forwarder.
Hypothesis 1 f: Social responsibility of the large freight forwarder is positively

related to customer intention to select alarge freight forwarder.

Hypothesis 2: Service quality provided by the small freight forwarder is positively
related to customer intention to select a small freight forwarder.
Hypothesis 2a: Resources of the small freight forwarder is positively related to
customer intention to select a small freight forwarder.
Hypothesis 2b: Service outcomes of the small freight forwarder are positively

related to customer intention to select a small freight forwarder.
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Hypothesis 2¢: Service process of the small freight forwarder is positively
related to customer intention to select a small freight forwarder.
Hypothesis 2d: Service Management of the small freight forwarder is positively
related to customer intention to select a small freight forwarder.
Hypothesis 2e: Image of the small freight forwarder is positively related to
customer intention to select of asmall freight forwarder.
Hypothesis 2f: Social responsibility of the small freight forwarder is positively

related to customer intention to select a small freight forwarder.

Hypothesis 3: Customers perceive service quality provided by the large and small
freight forwarder differently.

Hypothesis 3a: Resources of the large and small freight forwarder are different.

Hypothesis 3b: Service outcomes of the large and small freight forwarder are
different.

Hypothesis 3c: Service process of the large and small freight forwarder is
different.

Hypothesis 3d: Service Management of the large and small freight forwarder is
different.

Hypothesis 3e: Image of the large and small freight forwarder is different.

Hypothesis 3f: Social responsibility of the large and small freight forwarder is

different.
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CHAPTER III

RESEARCH METHODOLOGY

This chapter explain the methodology used in this research. The research designis
firstly discussed followed by the questionnaire development, sampling, data collection
and data analysis plan. The main purpose of the research is to investigate the
differences of service quality factors between small and large freight forwarders that
have influenced exportersin their selection )f the freight forwarders. Therefore,
freight forwarding service quality and customer decision are emphasized as the main

constructs of the study. The details of each section are presented as follows:

3.1 Research Design

Survey research is designed so that a"Freight Forwarding Service Quality Survey
Questionnaire" will be used as the major data collection tool. The details of the
questionnaire will be discussed in the questionnaire development section. The focus
of this study is on the service quality factors provided between small and large freight

forwarder affecting the Exporters' intention to select freight forwarders.

3.2 Questionnaire Devel opment

The questionnaire is a major tool for this survey. It was created based on areview of
service quality in the maritime transport literature, and on the conceptual framework.

The questionnaire was constructed in three parts.

Part A: Current use of freight forwarding services of the exporters
Part B: Exporters perception of service quality of the small and large
freight forwarders.
Part C: Exporters intention to select freight forwarders
Thefirst part of the questionnaire was designed to gather demographic data of the
respondents, and to understand the exporter behaviors that are related to the use and
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selection of the service from freight forwarders. The second part measures exporters
perception towards service quality in maritime transport of the small and large freight
forwarders. The last part of the questionnaire is focused on the selection of the small
and large freight forwarders. The questionnaire was translated into Thai for the

purpose of the correct understanding of respondents.

The questionnaire in Part A described respondents demographics while Part B of the
guestionnaire uses four-point Likert scales ranging from 1 (Strongly disagree) to 4
(Strongly agree), to measure the main construct. The mid-point neutral scaleis
omitted to reduce bias of respondents, and Part C uses five-point Likert scales ranging
from 1 (Strongly disagree) to 5 (Strongly agree), to measure an intention on selecting
services from freight forwarders. The questionnaire is developed to identify service
quality factorsin maritime transport that influence the exporters to select freight
forwarders, which consists of six factors: resources, outcome, process, management,
image, and social responsibility. Most of the measurement items are modified from

Thai (2007).

3.2.1 Pre-test Results

A Pre-test serves as atrial run to identify problems in a small-scale sample size of a
particular research. The preliminary test was performed with 37 respondents and
measured by the internal consistency or correlation of multiple questionsin each
variable. Asthe Cronbach’s Alpha coefficient of each variable value was more than

0.07, the questionnaire is considered reliable.

Table 3.1: Reliability Analysis Results

Variables Cronbach’s Alpha
Resources 0.779
Service Outcome 0.813
Service Process 0.888
Service Management 0.770
Firm's Image 0.606
Social Responsibility 0.802
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3.3. Target Population

The target population is the exporting firms of textiles, automotive parts, chemicals
and plastics, electronics parts, and food products, located in the Bangkok. The reasons
for choosing these commodity groups are that all these products have ranked as top
ten generating highest value of export products of Thailand. The populations of
interest in thisinvestigation is based on the Bangkok metropolitan area because
proximity, low travel time and ease of gathering data. The respondents were selected
from the Thailand Exporters Directory of 2010 by random method, and consist of

2013 export companies from five categories of exporting products from Thailand.

Table 3.2: Target Population and Sample Size

Gegbries No. of Percent of No. of
company respondent respondent
Textiles 542 26.92 20
Automotive/Auto parts 497 24.69 83
Chemicals & Plastics 379 18.83 63
Electronic Components 271 13.46 45
Food Products 324 16.10 54
Total 2013 100 335

The Yamane (1967) formulais used in this study to cal cul ate the sampling size for
collecting the questionnaires. The appropriate sample size of companies accords with
Yamane (1967). The estimated error suitable for this study isfive per cent of the
target population of 2013 companies, as shown bel ow:

n =N/(@+N())

Where

Sample size

Target population (2013)
e2 = Error limit ()

Replace values into the formula,
2013/ (1 + 2013(0.05)?)

333.60

23



Thus, a sample size of 335 companiesisrequired. The sampling size for each industry
was derived from proportional stratified random sampling, as below:

Textile Industry: 90 respondents

Automotive & Auto Parts: 83 respondents

Chemical & Plastics: 63 respondents

Electronics Parts: 45 respondents

Food Products: 54 respondents

3.4 Data Collection Plan

A data collection method was conducted in this study, by a questionnaire survey
which was designed based on the reviewed literature about service quality in maritime
transport. The participant exporters were chosen from five categories of exporting
products (textile and fashion, automotive parts, chemicals and plastics, electronics and
electrical parts, food and beverages) in Bangkok based on the Thailand Exporters
Directory 2010, and 335 respondents were selected based on the proportional

stratified random sampling technique. 335 sets of questionnaires were sent to all

companies by hand or e-mail or fax depending on convenience. Prior to sending the
guestionnaires, tel ephone contacts were used to approach the business decision maker
who selects freight forwarders and who had experience of using the service from both
large and small freight forwarding firmsin the company. This approach wasto ensure

that the right person agreed to respond to the questionnaire.

3.5 Data Analysis Plan

To analyze the data collected in this study, the SPS¢ statistical program was used to
perform descriptive data analysis, regression analysis and T-Test. Descriptive data
analysis aimsto provide the important characteristics of the respondents as well as
their responses over the constructs of interests, and regression analysis was used to
study the relationship of independent variables and the dependent variable. Lastly, T-
Test was used to compare the perception of the customers toward small and large

freight forwarders.
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3.5.1 Descriptive Analysis

The descriptive analysis presents the respondents' profile, such as type of commaodity,
frequency of product exporting, criteriain selecting freight forwarder, and
demographic information. Also, other statistical datais reported, i.e., means and

standard deviations of each variable.

3.5.2 Regression Analysis

Regression analysis was used to test hypotheses 1 and 2 and to investigate the
proposed rel ationship between service provided from small and large freight
forwarders and customer intention to select service from freight forwarders. Asthis
study has more than one independent variable, multiple regression was used to learn
more about the relationship between several independents variables and a dependent

variable, asin this equation:

Y =a+bX, +bX,+b,X,;+b,X, +b,X, +b,X,
Where
Y : Exporter intention to select afreight forwarder

Xi. Resources
X2: Outcome
X3: Process
X4: Management
X5: Image

X6: Social responsibility

Exporter intention to select service from afreight forwarder is the dependent variable.
Six service qualities in maritime transport, namely resources, outcome, process,
management, image, social responsibility, are the selected independent variablesin

this regression model.

In this equation, the regression B coefficients represent the degree of independent
variable, and if a B coefficient is positive then the relationship of these variables with
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the dependent variable is positive; if a coefficient is negative then the relationship is
negative. And if a B coefficient is equal to O, then there is no relationship between the

variables.

3.5.3T-Test Analysis

Paired t-test was conducted to test hypotheses 3 by comparing the mean of two
groups: small freight forwarder and large freight forwarder. The objective of the t-test
isto identify whether differences between the small and large freight forwarders do
exist at asignificant level or not. Thist-test method can be used when the distribution
is normal, and the mean or standard deviation of both two freight forwarders should

be approximately the same (Fink, 1995; Blaikie, 2003).

However, total variables were compared, to test whether the overall perceptions of
small and large freight forwarder are significantly unique. Then each variable was
investigated separately to analyze which one is exceptionally different from the
customers' perception. If P-valueisless than 0.05, then these types of freight

forwarder are perceived differently by the customers at a significant level.

The P-value in this study is a probability that the customers' perception of small
freight forwarder and large freight forwarder share the same area of a normal
distribution curve. If the normal distribution of each type of freight forwarder shares
less than 5 per cent of the normal curve area, then there is no homogeneity between

these freight forwarder types at 95 per cent significant level.

3.6 Summary

This chapter has described the methodol ogies which were used in this study, first the
survey and then the interview to obtain the data for testing. Then the questionnaire
and sample size of the target population for the survey, and lastly data analysis were

explored.
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CHAPTER IV

PRESENTATION AND CRITICAL DISCUSSION OF RESULTS

This chapter will analyze the data collected from the survey. The SPSS statistical
program version 17 was used to analyze the survey data from 335 respondents. The
data analysis can be categorized into four parts. (1) Descriptive analysis of
respondents profile, (2) The six dimensions of service quality in maritime transport
provided by large and small freight forwarding firms has a re!~tionship with the
exporters' intention to select service from afreight forwarder, (3) Comparing the
exporters perception of service quality between large and small freight forwarding
firms differently, and (4) the discussion of the findings. The details are presented in

the following sections.

4.1 Ssample Profile

This part presents the characteristics of respondents and their selection behavior

regarding selecting of services from freight forwarders.

Table 4.1: Respondents Positions

Position Number Percent %
Manager level 74 22.09
Asst. Manager level 46 13.73
Supervisor level 54 16.12
Officer level 161 48.06
Tota 335 100%

The position level shows that 74 respondents from 335 respondents were management
level (indicating 22.09 per cent of total respondents), 46 respondents were assi stant
manager level (indicating 13.73 per cent of total respondents), 54 respondents were
supervisor level (indicating 16.12 per cent of total respondents), and 161 respondents
were officer level (indicating 48.06 per cent of total respondents who had participated
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in this study. They were all people who had experience of using and selecting service

from large or small freight forwarders.

Table 4.2: Characteristic of Exporting Products of the Exporters

Characteristic Per cent
Frequency Several times a week 4478
Once aweek 46.57
Few times a week 5.37
Once amonth 3.28
Type of shipment FCL (Full load) only 36.42
LCI (Loose Cargo) only 18.21
Both FCL & LCL 45.37
Volume of export Less than 4 shipments 4.78
shipments per month About 4-10 shipments 48.66
About 11-30 shipments 23.88
More than 30 shipments 16.42
Others 6.27

From table 4.2, the exporters are exporting products; quite frequently at severa times
aweek and once a week, together indicating 91.35 percent in total, while few times a
week shows 5.37 percent, and once a month shows 3.28 percent. Meanwhile, the type
of export products in containerized water transport is uniformly divided into three
groups: full container load, less than container load, and both full container load and
less than container load. The proportion of exporters among these groups is that full
container load shows as 36.42 percent, while 18.21 percent represents using less than
container load only, and lastly those who export their products in both full container
loads and less than container loads had the highest number at 45.37 percent, whichis
unsurprising as products can be subject to the buyer's make-to-order and depend on
seasonality. Furthermore, the volume of exported products in each month had been
summarized from the respondent's information that they export products from least

one to two shipments per month hence it would ranged less than four shipments per
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month, and some respondents indicated once shipment a week but not to exceed ten
shipments per month therefore it would ranged four to ten shipments per month, and
other respondents advised they export products from three to five shipments per week
so it would ranged eleven to thirty shipments per month and others respondents told
that they export products more than ten shipments per week then this would ranged
more than thirty shipments per month while few respondents told that they export
more than fifty shipments per month then it would ranged others, which the results
indicated 4.78 percent were under less than four shipments, while 48.66 percent
represented about four to ten shipments, 23.88 percent represented about eleven to
thirty shipments, and 16.42 percent indicated more than thirty shipments, while the
last at 6.27 percent indicated that the volume of exported product was more than fifty

shipments per month.

Table 4.3: Proportion of Service Usage from Large and Small Freight Forwarder

Type of Freight Forwar der Proportion (percent)
Large firm 60
Small firm 40

Table 4.3 presents the preference of customers for using the services of large or small
freight forwarding firms. It shows that exporters used the services of large freight
forwarders a bit more than small freight forwarder, at a rate of 60 percent and 40

percent respectively.

Table 4.4: L ogistics Services from Freight Forwar der

Scope of services Per cent
Forwarding service 62.90
Customs brokerage 31.04
Trucking 27.16
Warehouse management 1.19
Distribution service 0.30
Inventory management 0.30
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Table 4.4 indicates that the respondents who use a forwarding service are 62.90
percent, while those who use a customs clearance service and trucking are 31.04

percent and 27.16 respectively. Other services are rarely used by the respondents.

Table4.5: The Most Important Reason for Using Present Freight Forwarder

Reasons of using freight forwarders Per cent
Buyer nominates the shipment 8.66
Good service 23.88
Uses services for so long 8.96
Reasonable prices 46.27
Variety of service 11.64
Others 0.60

Table 4.5 shows that the exporters using an existing freight forwarder because of
reasonable price are 46.27 percent, which is a substantially higher percentage than
other items. Thisis because Thai exporters are focusing on cost of services or the
freight rate as afirst priority, and if the price of freight and service are agreed then
good service would be ranked as second priority of important reasons at 23.88
percent. The third priority of important reason is variety of service at 11.64, and uses
services for so long and buyer nominate shipment are the least important for using

current freight forwarding firms at 8.96 percent and 8.66 percent respectively.

Table 4.6: Freight Forwarders Selection Criteria

Selection Criteria Per cent
Competitive freight and costs of service 55.82
Provides the service quality that meet requirement 31.64
Capahility of organization 9.55
Sales has knowledge and fast response 6.27
Simple process and easy to contact 3.88
Reputation of servicesin the market 0.60
Saocial responsibility behavior 0.60
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Table 4.6 indicates that the most important criteria that the exporters use on selecting
service between large and/or small freight forwarders is competitive freight and costs
of service criteriaat a 55.82 percent, and follow by providing the service quality that
met requirement at 31.64 percent. Capability of organization, sales has knowledge and
fast response, and simple process and easy to contact, would scarcely be of concern,
while reputation of servicesin the market and social responsibility behavior are rarely
used when selecting service from large and small freight forwarders. This might be
because global marketing isintensely competitive, causing exportersto find lower
costs to enable them to compete with their competitor in others countries, and then

only concentrate on good service after an acceptable price was agreed.

4.2 Reliability of the Data

Reliability isanindicator of a measure'sinternal consistency. Malhotra (2004) stated
that reliability will be weighted from the relationship of scores gained from dissimilar
administrations of the scale. However, coefficient alphais the most commonly
applied estimate of a multiple item scal€'sreliability, and if the scale result is high
then the result of the relationship is also high. The reliability of six variables was
determined which included satisfaction and trust. The Cronbach’s Alpha coefficient
of all measurement itemsis shown in Table 4.7, in which all variables exceeded the
minimum requirement level of 0.7 of reliability. These values of Cronbach’s Alpha

show that these measures are reliable.

Table4.7: Reliability Analysis Results

Constructs Cronbach’s Alpha
Large Freight Forwarders | Small Freight Forwarders

Resources 0.825* 0.854
Service Outcome 0.860 0.851
Service Process 0.810** 0.812
Service Management 0.833 0.811
Firm's Image** - -

Social Responsihility 0.920 0.904
Satisfaction 0.862 0.860
Trust 0.810 0.832

*% g of the Firm's Image is not available since the single item measurement is utilized
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4.3 Relationship between Maritime Service Quality and Customers' Intention to

Select Service from Freight Forwarder

To test the relationship between service quality in maritime transport and customer
intention to select service from large and small freight forwarders, regression analyses

were used in this study.

The first regression analysis aimed to test the relationship between service quality in
maritime transport from large freight forwarders, and customer intention to select a
freight forwarder. The second regression analysis aimed to the relationship between
service quality in maritime transport of small freight forwarders and customer

intention to select afreight forwarder.

Table 4.8 and Table 4.9 below reported the relationship between the six dimensions of
service quality in maritime transport, and customer intention to select service from a

large freight forwarder and a small freight forwarder respectively.

Table 4.8: The Effectsof Maritime Service Quality of Large Freight Forwarder

on Customer Intention to Select L arge Freight Forwarders

Service Attributes Unstandardized | Standardized t p-value
Coefficients | Coefficients

(Constant) 1.376 3.373 .001
Resources 139 .070 1.057 291
Service Outcome .235 G 1.534 126
Service Process 363 221 3.229 .001**
Service Management 255 156 2.394 .017*
Firm's Image -.012 -.032 -.641 522
Social responsibility -.067 -.044 -.887 376

Remark: Dependent Variable: Customer Intention to Select Large Freight Forwarder
F= 14.942; p<0.05; R=.464; Adjusted R?= .201 *p<0.05; **p<0.01; ***p<0.001
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Table 4.8 presents the regression results. The F scoreis 14.942, and its significance
value was less than 0.05, which indicates significant rel ationships between service
quality in maritime transport and customer intention to select a freight forwarder.
There is a moderate rel ationship between service quality in maritime transport
provided by large freight forwarders and customer intention to select alarge freight
forwarder, as R value for large freight forwarders was 0.464, and the adjusted R? of
0.201. This 20.1 percent of variance in customer intention to select freight forwarder
can be predicted by service quality dimensions provided by large freight forwarders.
Furthermore this Table also indicated partial relationships between service quality in
maritime transport and customer intention to select a freight forwarder, as the
significance values of service process and service management were less than 0.05.
The standardized | from service process and service management by large freight
forwarder were 0.001, and 0.017 respectively, while the remaining dimensions of
service quality in maritime transport showed no significant impact on customer
intention to select afreight forwarder. Hence, hypotheses H1 a, H1 b, H1 e, H1f, were
not supported, while hypotheses H 1 ¢, H1d, were supported. Thus, for the large freight
forwarders, only service process and service management were significantly

influences on customers to select service from them.

Table 4.9: The Effects of Maritime Service Quality of Small Freight Forwarders

on Customer Intention to Select Small Freight Forwarders

Service Attributes Unstandardized | Standardized t p-vaue
Coefficients Coefficients

(Constant) 1.610 4114 .000
Resources .018 .009 132 .895
Service Outcome 424 202 2.490 .013*
Service Process 227 120 1.641 102
Service Management 216 115 1.623 .106
Firm's Image -.016 -.012 -.207 836
Social responsibility -.108 -.072 -1.276 203

Remark: Dependent Variable: Customer Intention to Select Small Freight Forwarder
F=8.721; p<0.05; R=.371; Adjusted R’= .172 *p<0.05; "p<0.01; ***p<0.001
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Table 4.9 shows the F score of 8.721, with a statistical significance of less than 0.001.
Thisindicates significant relationships between maritime service quality and customer
intention to select small freight forwarders. A moderate to low relationship between
maritime service quality provided by small freight forwarders and customer intention
to select afreight forwarder was shown as R value, which for small freight forwarders
was 0.371. Customer intention to select afreight forwarder could be explained by the
six dimensions of service quality in maritime transport by 17.2 percent since the
adjusted R? of 0.172 was illustrated. Service outcome with significant coefficient (b -
of .424. p<.05) indicated its significant influence on customer intention to select small
freight forwarders while the significances of other dimensions were not shown.
Hence, hypothesis H2b was supported, while hypotheses H2a, H2c, Hzd, H2e, and
H2f were not supported.

4.4 Comparing M aritime Service Quality of L arge and Small Freight

Forwarders
To investigate the differences of each dimension of maritime service quality provided
by large and small freight forwarders, paired t-test analyses were performed. The

results are shown in Table 4.10 as follows:

Table 4.10: Comparing Service Quality of L arge and Small Freight Forwarder

Maritime Service T {\/Ieansma” OIS ence
Attributes FI:‘g FF Mean SE t-score | Sig
Resource 3.42 3.06 0.36 0.03 11.80 | .000
Service Outcome 3.29 3.16 0.12 0.03 3.78 | .000
Service Process 3.17 3.06 0.11 0.04 2.94 | .004
Service M anagement 3.13 3.21 -0.08 0.04 -2.30 | .022
Firm's Image 3.57 2.78 0.79 0.13 6.27 | .000
Social Responsibility 3.16 2.61 0.55 0.03 16.28 | .000

Table 4.10 shows the comparisons of al service attributes provided by the large and
small freight forwarders. Paired t-test was performed to test the significance of the
mean differences. Significant differences of all dimensions of maritime service

quality were found. Resources, service outcome, service process, firm'simage, social
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responsibility provided by the large freight forwarders, are all perceived as
significantly higher than that of small freight forwarders. In contrast, service
management of the small freight forwardersis perceived as higher than that of the

large freight forwarders.

4.5 Non-Hypothesized Relationships between M aritime Service Quality and

Customers' Trust

To sophisticatedly understand the influence of maritime service quality on customers
perception, a new variable namely trust was introduced to the model and used as the
dependent variable instead of customer intention because trust is an expected outcome
of the service quality that will lead to ahigh level of satisfaction (Jones and Sasser,
1995). The tests of the effects of maritime service quality ontrust, in large and small

freight forwarders, are presented in the following Tables.

Table 4.11: The Effects of Maritime Service Quality of Large Freight

Forwarders on Customers' Trust

Service Attributes Unstandardized | Standardized t p-value
Coeffiicients Coefficients

(Constant) 1.178 6.271 .000
Resources .138 142 2.277 .023*
Service Outcome .083 .085 1.180 .239
Service Process .107 133 2.058 .040*
Service Management .168 211 3.418 .001**
Firm's Image -.005 -.028 -.506 .552
Saocial responsihility .160 .218 4.615 .000* **

Remark: Dependent Variable: Customers Trust on Large Freight Forwarder
F= 23.20; p<0.05; R=.546; Adjusted R?= .286 *p<0.05; "p<0.01; ***p<0.001

Table 4.11 presents regression analysis results. The significant F score of 23.20
indicates a significant relationship between maritime service and the customers' trust
in large freight forwarder. The R of 0.546 with the adjusted R? of 0.286 could explain
28.6 percent of variance in customer trust of large freight forwarders. Significant
influence of Resources, Service Process, Service Management and Social

responsibility on customer trust in large freight forwarders were found.
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Table 4.12: The Effects of Maritime Service Quality of Small Freight Forwarders

on Customers Trust

Service Attributes | Unstandardized | Standardized t p-value
Coefficients Coefficients

(Constant) .649 4.185 .000
Resources .069 .073 1.249 213
Service Outcome .342 333 5.069 .000***
Service Process .126 .136 2.298 .022*
Service Management 122 133 2.313 .021*
Firm's Image .039 .060 1.307 192
Social responsibility .099 .136 2.961 .003**

Remark: Dependent Variable: Customers Trust on Small Freight Forwarder
F=42.11; p<0.05; R=.660; Adjusted R?=.425 *p<0.05; **p<0.01; ***p<0.001

Table 4.12 presents regression analysis 1esults. The significant F score of 42.11
indicates a significant relationship between maritime service and the customers' trust
in small freight forwarders. The R of 0.660 with the adjusted R” of 0.425 could
explain 42.5 percent of variance in customer trust in small freight forwarders.
Significant influences of Service Process, Service Outcome, Service M anagement,

Social responsibility on customer trust in small freight forwarders were found.

4.6 Conclusion of the Hypotheses Testing

The finding indicated positive rel ationships between service process and service
management of large freight forwarders, which have greater impact on the customer
intention to select alarge freight forwarder, while service outcome of small freight

forwarders has influenced the customer intention to select a small freight forwarder.

Moreover, the customers perceive these factors differently between large freight
forwarders and small freight forwarders. Given the higher score for large freight
forwarders, thislead to the conclusion that at 95 percent significance level the
customer preference to select service from large freight forwardersis higher than for

small freight forwarders

The results of hypotheses testing can be summarized in the Table bel ow:

36




Table 4.13: Summary of Alternative Hypotheses Testing

Hypotheses Result -
H1: Service quality provided by the large freight forwarder is positively Partial
related to customer intention to select of large freight forwarder. Supported
H1 a: Resources -2 intention to select large freight forwarder. Not Supported
H Ib: Service outcomes -» intention to select large freight forwarder. Not Supported
H lc: Service process - intention to select large freight forwarder. Supported
Hld: Service Management -> intention to select large freight Supported
forwarder.
Hle: Image 4 intention to select large freight forwarder. Not Supported
111f: Social responsibility - intention to select large freight forwarder. | Not Supported
1-12 Service quality provided by the small freight forwarder is positively Partial
related to customer intention to select of small freight forwarder. Supported
H2a: Resources —» intention to select small freight forwarder. Not Supported
H2b: Service outcomes 4 intention to select small freight forwarder. Supported
H2c: Service process - intention to select small freight forwarder. Not Supported
H2d: Service Management 4 intention to select small freight | Not Supported
forwarder.
H2e: Image > intention to select small freight forwarder. Not Supported
H2f: Social responsibility = intention to select small freight forwarder. | Not Supported
H3: Customers perceive service quality provided by the large and small Supported
freight forwarder differently
H3a: Resources of the large and small freight forwarder are different. Supported
H3b: Service outcomes of the large and small freight forwarder are Supported
different.
H3c¢: Service process of the large and small freight forwarder is different. Supported
H3d: Service Management of the large and small freight forwarder is Supported
different.
H3e: Image of the large and small freight forwarder is different. Supported
H3f: Social responsibility of the large and small freight forwarder is Supported

different.
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4.7 Summary

This chapter presents the results of the respondents from various exporting
commodity companies in Bangkok that have experience of using services from large
and small freight forwarders. First, the customers export their products several times
per week with an average of ten to thirty shipments per month, with both types of full
load container (FCL) and less than container load (LCL). Second, more than half of
total respondents use only forwarding firins basic service with large and small freight
forwarders, while one-third use services of customs broker and inland transport with
freight forwarders, and the most important criteria to select service between large or
small freight forwarders isthe cost of services and competitive freight cost. Third, the
important finding from this study is that service quality in the maritime transport
concept of Thal (2007) has partial relationships with customer intention to select large
and small freight forwarders and trust. The customer has the intention to select large
freight forwarding firms despite service process and service management. The
customer intention to select small freight forwarders is according to service outcome,
while other dimensions, including resources, firm's image, and social responsibility,
had no impact on the customer intention to select service from freight forwarders.
Furthermore, customer perceived differing service quality between large and small

forwarding firms.
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CHAPTER V

SUMMARY FINDINGS, CONCLUSIONS AND
RECOMMENDATIONS

This chapter will provide the conclusions and recommendation from the survey
results, divided into two parts. The first section is the conclusion of the study, and the

last section is the recommendations of the study and suggestions for further study.

5.1 Conclusions and Discussion of Findings

This study has proposed a relationship between the customer intention to select freight
forwarders and the actual service quality in maritime transport which consists of six
dimensions: resources, service outcome, Service process, service management, firm's
image/reputation and social responsibility provided by large and small freight
forwarding firms. The results showed that the customer intention to select large
freight forwarder is significantly influenced by two factors, which are service process
and service management. Service process includes staffs' responsiveness to
customers' inquiries and customers' requirements as well as flexibility to the
customer requests, while service management covers tracing and tracking, ease of
contacting and using services, and interpersonal relationship of the staff. The
customer intention to select small freight forwarders is affected significantly by
service outcome only. As service outcome includes speed of service performance,
reliability of service performance (timeliness of shipment), and shipment security and

safety, these factors are important for customers to select small freight forwarders.

Other dimensions of maritime service quality i.e. resources, firm's image and social
responsibility did not show a significant influence on customers to select any freight
forwarders. These findings may contrast with previous research findings such asin
Brooks (1990) who had examined shipping agents criteria selection, which were sales
representative, reputation of organization, informational nature of advertising,

exceptional reliability, speed of transit time, on-time pickup and delivery, cost of
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service, flexibility and cooperation between personnel. Thai (2007) found that all
service quality dimensions are interrelated and are necessary conditions to make

customers happy and satisfied.

However, these results may be explained by the exporters behavioral of using freight
forwarders' logistics forwarding services only, such as freight costs, issuing export
documents declaration, making routing recommendations, which are all the basic
services that any freight forwarders is capable of doing. Hence they are using an
arms-length relationship with any forwarders who can offer competitive freight costs,
guarantee of container and spaces upon request, and more frequent sailings to meet
their expectation, and on-time arrival with up-to-date information if there any changes
of information about the shipment status, and lastly, fast response to any problem. So
the exporters would not concentrate on infrastructure, or the firm'simage in the

market, or the social responsibilities of freight forwarders.

In addition, customers perceived that all six dimensions of service quality in maritime
transport between large and small freight forwarders were different. Customers
believe that large freight forwarders have more resources and better service outcome,
service process, firm'simage, and give priority to social responsibility than small
freight forwarders because large freight forwarders have large assets in expertise of
employees, equipment, technol ogies, high capital, responsiveness and ability to
customi ze services according to customer demands, and large firms have good
reputations and are more concerned about environmental protection. Meanwhile, the
customers perceived the service management of small freight forwarders to be higher
than large firms because the customers believe that small freight forwarders have
greater flexibility and pay more attention to customer inquiries than large freight

forwarders due to lower volume and fewer customers.

5.2 Managerial | mplications

The finding of this study showed that resources, firm's image and social responsibility

have no influence. on customer intention to select both large and small freight
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forwarders, while service process and service management were significant factors
and influenced customer intention to select large freight forwarders. Therefore; the
operation manager or marketing director of large freight forwarders should encourage
their staffs to quickly respond to customer inquiries, increase staff knowledge and
skill in operations, documentation processes more precisely, implement hi-tech
technology such as an RIFID system that is consistent with customer demand for
tracing ability, and continuous improvement of customer-oriented operation

processes.

In contrast, service outcome is a critical factor that has a significant impact on
customer intention to select small freight forwarders. Therefore, the entrepreneur or
owner of such afirm should emphasize the firm's expertise in specific tasks, maintain
a high speed service, provide reliable service performance including taking care of the
customer's cargo safety and security, keep reporting the accurate updated status of
cargo to the customer, issue export documents correctly, and always keep the freight

charges and service cost competitive.

5.3 Further Research

In further research on service quality factorsin maritime transport it would be useful
to test maritime transport organizations total dimensions of service performance. This
study of the service quality in maritime transport in six dimensions found that not all
dimensions had impacted the customer intention to select freight forwarders. However
for future research this service quality in maritime transport model can be generalized
to other specific type of business, or be tested with other commodities. Or other
researchers could deploy other logistics service quality concepts to specific types of
commodity, or the same customer, to compare the differences from this research, and
explore what the customers expect from freight forwarders. Each commaodity and type
of business may require different logistics activities and practices. More research
could further enhance knowledge of service quality in maritime transport for service

providers.
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Exporters Perception on Freight Forwarding Service Quality

Dear Exporters,

This questionnaire is prepared to study the maritime service quality provided by the large and small
freight forwarders. It is a part of a Master degree project in Supply Chain Management Program at
Assumption University. This questionnaire comprises three main parts 1) Company Profile; 2)
Perceived service quality of the freight forwarders; and 3) Intention to select a service from freight
forwarders. Please respond to all questions by choosing the answers that best represent your opinion. It
will take about 15-20 minutes. Please be assured that your response will be kept highly confidential. The
data will be used for academic purposes only.

Pleasefill in the correct information about your company in the following questions.

1. Your position

2. Type of your business
O Textiles & Fashion 0 Chemicals & Plastics products  Cl Electronics & Electrical parts
O Automotive parts Cl Foods & Beverages El Others

3. How often does your Company export its products?
(J Many times per week (J About once aweek (3 1-2 times per month

O About once a month (7 Less than once a month O Others

4. What is your most used product shipment type?
O FCL OLCL 0 Both (FCL) and (LCL)

5. On average, how many shipments has your Company exported per month?
0 Less than 4 shipments 0 4-10 shipments 0 11-30 shipments
El More than 30 shipments El Others
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6. Which logistics services does your Company currently used? (Y ou can be choose more than one)

(3 Sea transportation {J Customs brokerage (J Truck transportation
0 Warehouse management (O Distribution service O Inventory management
O Others (Please specify)

7. Please specify the names of small and large freight forwarders which are most often used by your
Company

Large freight forwarder
Small freight forwarder
8. Please specify the proportion of large and small freight forwarders services that your Company uses

Large freight forwarder % Small freight forwarder %,

9. What is the most important reason why your Company selects these current freight forwarders?
3 Nomination of shipment O Good service O Uses services for so long

0 Reasonable prices O Service variety Oothers .

10. Please rank the characteristics of the freight forwarders from 1 (Most important) to 5 (Least
important)
Capability of organization (such as worldwide network, sufficient finance, I T systems)

_ Providethe service quality that meets your requirements

Sales and customer service have knowledge and give fast response to your inquiries and
requirements

Simple process and easy to contact

Reputation of servicesin the market

_ Socia responsibility behavior

Competitive freight and costs of service

11. Typically, in which situation does your company choose a large freight forwarder?

In which situation does your company choose a small freight forwarder?
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12. Please specify the differencesin the services provided by large and small freight forwarders

Part 2: cerceived service vualit of the fieis ht. forwarders

Please specify your opinion of the quality of the services provided by the large and small freight
forwarders that are most often used by your Company, by marking v~ in the space that is closest to your
opinion. Please give your opinion on both large and small freight forwarders.

. . . . Large forwarder Small forwarder
Service qua“ty prowded by the frei ght forwarders Strongly E--  Strongly Strongly <-4 Strongly
agree disagree agree disagree
Resour ces
1. Equipment and facilities are sufficiently available. 4 3 2 1 4 3 2 1
2. Financial condition is stable 4 3 2 i 4 3 2 1
3. Credit term allowance meets your requirement 4 3 2 1 4 3 2 1
4. Shipment tracing & tracking capability is sufficient 4 3 2 1 4 3 2 1
5. Status of shipment is reported when the products arrive 4 3 2 1 4 3 2 1
6. Staffs knowledge and capability are sufficient 4 3 2 1 4 3 2 1
7. Physical infrastructures are good 4 3 2 1 4 3 12| 1
Service outcomes
8. Speed of serviceis high 4 3 2 | 4 3 2 1
9. Service serformance isreliable. 4 3 2 1 4 3 2 1
10. Services are provided in a consistent manner 4 3 2 1 4 3 2 1
11. High quality services can be provided in all aspects 4 3 2 1 4 3 2 1
12. Shipments are safe and secure 4 3 2 1 4 3 2 1
13. Claims can be made if there are any |osses or damages 4 3 2 1 4 3 12| 1
14. Documentation are reliable (error-free) 4 3 2 1 4 3 121
15. Price of serviceisreasonable. 4 3 2 1 4 3 2 1
16. Price of serviceis negotiable. 4 3 2 1 4 3 2
Process
17. Staffs understand customer's requirements 4+ 131211 IER 2| 1
18. Quick response is given upon customer's requests 4 3 2 1 2 1
19. Staffs have sufficient knowledge of customer's needs and 4 3 2 1 4 3 12| 1
requirements

20. Expertise of the staffs can bring the best solutions
21. Service operations are efficiently provided 4 3 2 1 4 3 |2 1
Management
22. Systematic procedures and operation are efficient 4 3 2 1 4 3 2 1
23. Itiseasy to contact and use the service 4 3 2 1 4 3 2 1
24. Staffs have good Interpersonal relations 4 3 2 1 4 3 |2 1
25. Feedback from customersis positive 4 3 2 1 4 3 |2 1
26. Thereis a continuous improvement of customer-oriented 4 3 2 1 4 3 2|1
operation processes
Image
27. Company's reputation is high | 4] 3 ]2 ]1 4 ] 3]2]1
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. ) ) ) Large forwarder Small forwarder
Service quality provided by the freight forwarders Strongly > Strongly | Strongly € Strongly
agree disagree agree disagree
Social Responsibility
28. Company has social responsibility and human safety policies 4 3 2 ! 4 3 |21
29. Company triesto preserve energy and uses material that 4 3 2 1 4 3 12| 1
preserve the environment
30. Company has a strict policy to handle the products that affect 4 3 2 1 4 3 12| 1
people and environment

31. Environmental safety operation are adopted 1 ““
1

32. Freight insurance covers the compensation of any
environmental harmful situations

Trust

33. Your freight forwarder does business ethically. 4 3 2 1 4 3 2

34. You are willing to share confidential information with your 4 3 2 1 4 3 12| 1
freight forwarder.

35. You trust your freight forwarder 4 3 2 1 4 3 2 1

36. You alow your freight forwarder to make decisionsfor you | 4 3 2 1 4 3 12| 1
when you are not available.

37. Your freight forwarder isreliable 4 3 2 1 4 3 |2 1

Part 3: Selection on service from Frel ht forwarders

Specify your opinion about the opportunity to select service from freight forwarders by marking V
in the space that is closest to your opinion.

Level of the opinion

Selection of Freight forwarder Definitely Yes <>  Defin tely No

38. You usualy consider using this mentioned large freight forwarder when

you need services from alarge freight forwarder > . i ? '
39. You usualy consider using this mentioned small freight forwarder when 5 4 3 2 1
you need services from a small freight forwarder

40. You usualy consider using services from this mentioned large freight 5 4 3 2 i

forwarder before others

41. You usually consider using services from this mentioned small freight 5
forwarder before others

42. You usually consider using services from this mentioned large freight
forwarder based on the nature of the products and shipments

Thank you for your cooperation
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