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Abstract 

The increase in foreign trade resulting from China’s membership of the World Trade 
Organization (WTO) created substantial pressure on its logistics system and made change 
inevitable for local private third party logistics service providers (3PLs) in China who found 
themselves unable to compete with the global logistics players who began operating in China 
after it joined the WTO. This study provides an empirically-based model to help local private 
3PLs formulate appropriate strategies for improving their performance. Although there is a 
plethora of literature relating to the improvement of organizational performance and the 
development of quality management models, most of the studies have been conducted in 
Western countries and used only one or two organizational performance variables. This study 
sought to redress that by conducting a study of local 3PLs in southern China to empirically 
investigate the relationship between the four performance variables of the Balanced 
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Scorecard and the six quality management factors developed for the Malcolm Baldrige 
National Quality Award.  Although it was found that the six factors have a strong 
relationship with the four organizational performance variables, not all factors are significant 
constructs to each performance variable. The findings provide local private 3PLs in China 
with indicators as to which factors do and which factors do not have a positive and significant 
effect on each of the four organizational performance variables considered. The study clearly 
shows that performance improvement should not be considered from the financial perspective 
alone, but should also include customer orientation, business process, and learning and 
growth.  

Keywords: Organizational performance, Balanced Scorecard, Quality management, Malcolm 
Baldrige National Quality Award, Third party logistics service providers, China  
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1. Introduction 

Previous studies relating to organizational performance improvement and quality 
management focused mainly on Western countries (Fotopoulos and Psomas, 2010; Kumar, 
Choisne, Grosbois and Kumar, 2009; Demirbag, Tatoglu, Tekinkus and Zaim, 2006; Lin, 
Chow, Madu, Kuei and Yu, 2005; Kuei, Madu and Lin, 2001) and used only one or two 
organizational performance variables (Hung, Lien, Yang, Wu and Kuo, 2010; Sit, Ooi, Lin 
and Chong, 2009; Jacob, Madu and Tang, 2004; Brah, Wong and Rao, 2000). This is the first 
study to investigate the relationship between the four organisational performance variables of 
the Balance Scorecard (BS) and the six quality management factors adapted from the 
Baldrige National Quality Award (MBNQA) in order to identify ways in which local private 
third-party logistics providers (3PLs) in southern China can compete more effectively with 
the international 3PLs that have been operating in China since it joined the WTO. The four 
performance perspectives proposed by the BS are financial, customer, business process, and 
learning and growth, while the MBNQA’s six quality management factors are leadership, 
strategic planning, customer focus, analysis and measurement, human resource focus, and 
process management. The study produced a performance improvement model for local 
private logistics service providers in southern China that may be generalized to other areas of 
China and possibly to other counties.  

2. Literature Review 

2.1 Organizational Performance  

This section explains the importance of performance measurement to companies.  
Organizational performance is the measurement of a firm’s ability to compete and generate 
profits (Lok, Hung, Walsh, Wang and Crawford, 2005). It also measures and reflects the 
productivity, cost, market share, return on assets and profitability of an organization 
(Andersen, 2000). However, organizational performance is not just financial performance 
(Skerlavaj, Stemberger, Skrinjar and Dimovski, 2007) as the performance of an organization 
can also be evaluated from the perspectives of business performance and organization 
effectiveness (Venkatraman and Ramanujam, 1986).  

Performance measures are used to check the financial and non-financial health of a business 
on a regular basis by financial and operating reports (Neely, 1998). Many organizations still 
rely on traditional financial performance measures but an over reliance on return on 
investment can distort strategy building and may conflict with strategic objectives (Tangen, 
2004). According to Niven (2002), financial measures are not sufficient for measuring the 
performance of organizations for several reasons: inadequate value assessment of intangibles; 
little predictive power; financial performance maximization at the expense of cross-functional 
performance; and lack of direct relevance to personal prospects. Additionally, as pointed out 
by Hayes and Abernathy (1980), financial measures look for short term earnings at the 
expense of long term thinking. 

Various systems have been developed by scholars and practitioners to give a complete picture 
of the performance of an organization. There are some prominent performance measurement 
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systems such as the Performance Measurement Matrix (Keegan, Eiler and Jones, 1989), the 
SMART Pyramid (Lynch and Cross, 1991), the Result and Determinants Framework 
(Fitzgerald, Johnston, Brignall, Silvestro and Voss, 1991), the Macro Process Model (Brown, 
1996), the Performance Prism (Kennerley and Neely, 2000), and the Balanced Scorecard 
(Kaplan and Norton, 1992). Some models were developed to address the problem of 
balancing measures and so include non-financial measures, such as operational results and 
customer satisfaction, as well as financial measures. However, they do not tackle the problem 
of dynamic adaptability as they are static and unable to respond to changing internal and 
external environments. Some other models are meant to solve the problem of process 
orientation but do not give due regard to stakeholder satisfaction (Garengo, Biazzo and Bititci, 
2005).  

2.2 Balanced Scorecard 

Balanced scorecard has been commonly utilized by organization in their performance 
measurement.  The Balanced Scorecard (BS) proposes that a company use a balanced set of 
causally-linked organizational performance measures to take a comprehensive view of the 
business from four perspectives: financial perspective, customer perspective, business 
process perspective, and learning and growth perspective. For each of the perspectives, there 
are objectives, measures, and targets (Kaplan and Norton, 1992). Successive modifications, in 
1996, 2001, and 2004, improved the BS making it the performance measure of choice not 
only for the practical evaluation of organizations but also for research (Walsh, Lok and Jones, 
2006). A survey covering five continents showed that around 62% of respondents have used 
the BS (Hendricks, Menor and Wiedman, 2004). It is an effective performance measurement 
and communication tool (Berkman, 2002; Gumbus and Lyons, 2002; Latshaw and Choi, 2002) 
that can help organizations strategically align their business and operational activities (Olve, 
Petri, Roy and Roy, 2004). Kaplan and Norton (2005) observed that the BS complements 
financial measures with operational measures of customer satisfaction, business processes, 
and innovative activities that create value for customers and ultimately increase revenue. The 
following elaborates on each one of the BS performance measures.    

Financial perspective considers profitability and shareholder value. Measures such as return 
on investment and economic value-added can be improved by increasing sales revenue, 
decreasing operating costs, enhancing asset utilization (Walsh et al., 2006), and improving 
customer satisfaction and higher operating efficiency (Bourne, Franco and Wilkes, 2003).  

Customer perspective focuses on providing value for the customer in the areas of price, 
quality, availability, service, partnership, and reputation in order to support the core outcomes 
of customer satisfaction, customer retention, and customer acquisition (Kaplan and Norton, 
1996). 

Business process perspective considers the reduction of waste, process efficiency, cost 
efficiency, and enhancement of company profitability, which leads to improved productivity 
and supports customer value propositions. 
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Learning and growth perspective involves a company’s ability to innovate, improve and learn, 
which is linked directly to its value (Kaplan and Norton, 2005) and competitive advantage 
(Day, 1994a; 1994b; Sinkula, 1994; Glazer, 1991); strong internal human, information and 
organizational capabilities are the ingredients of learning and growth (Walsh et al., 2006). 

2.3 Quality Management 

Quality management is vital to organizations.  Quality management leads to organizational 
performance improvement (Douglas and Judge, 2001; Hendricks and Singhal, 1997); it is an 
essential way to improve the effectiveness and flexibility of an organization (Oakland, 1993). 
Nowadays, quality management is widely adopted in service industries (Millen and Maggard, 
1997) and scholars generally agree that quality management can achieve better operational 
results and higher customer satisfaction (Lai, Lau and Cheng, 2004; Holcomb, 1994; Mentzer, 
1993; Langley and Holcomb, 1992).  There are various quality management tools such as 
ISO Standards, Six Sigma, the European Foundation for Quality Management model 
(EFQM), and the Malcolm Baldrige National Quality Award (MBNQA). The common 
objective of all these tools is to improve organizational performance by the provision of 
specific guidelines that support and lead an organization up the ladder of success (Van Der 
Wiele, Brown, Millen and Whelan, 2000).  

2.4 Malcolm Baldrige National Quality Award (MBNQA) 

MBNQA has been widely recognized for its contribution to the improvement of 
organizational performance.  This prestigious quality award was established in the USA in 
1987 and is presented in recognition of excellent performance as judged against six quality 
management critera: leadership; strategic planning; customer focus; measurement, analysis 
and knowledge management; human resource management; and process management (Jacob 
et al., 2004; NIST, 2002). Many organizations use the MBNQA criteria to improve their 
overall performance (US General Accounting Office, 1991), achieve business excellence 
(Bemowski and Stratton, 1995), and be more competitive in the marketplace (Knotts, Parrish 
and Evans, 1993). The criteria can also be used to predict future profitability (Ruben, Russ, 
Smulowitz and Connaughton, 2007) and to help with organizational change (Ruben, 2004). 
Each one of the criteria (hereinafter referred to as factors) is explained below.  

Leadership not only helps an organization to improve operationally (Samson and Terziovski, 
1999) but also increases customer satisfaction (Wilson and Collier, 2000). It has been found 
that leadership plays a greater role in small organizations where leadership also has a 
substantial effect on financial performance (Koene, Vogelaar and Soeters, 2002; Avolio, 
Waldman and Einstein, 1988). Leadership can also drive other quality management factors, 
such as strategic planning, human resource management, process management, and 
measurement and analysis to improve financial performance (Fotopoulos and Psomas, 2010; 
Wilson and Collier, 2000).  

Strategic planning has a positive relationship with organizational performance (Miller and 
Cardinal, 1994; Sapp and Seiler, 1981; Wood and LaForge, 1979), particularly in dynamic 
and complex industries, and can enhance economic performance and organizational 
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innovation (Andersen, 2000). However, Whitehead and Gupp (1985) claimed that strategic 
planning does not have an effect on performance.  

Customer focus has a positive impact on organizational performance (Chong and Rundus, 
2004; Nilsson, Johnson and Gustafsson, 2001; Ittner and Larcker, 1996; Anderson, 
Rungtusanatham and Schroeder, 1994). It may also directly affect the financial performance 
of a firm through market expansion, increasing market share (Zeithaml, Parasuraman and 
Berry, 1993; Fornell, 1992) and improving profitability (Kumar et al., 2009). 

Measurement, analysis and knowledge management emphasises the importance of knowledge 
management and the management of information technology and systems. Definitions of 
knowledge management (KM) and organizational performance (Beckman, 1999; Bassi, 1997) 
concur that KM drives organizations to be more effective and competitive. Information 
technology helps organizations capture and distribute explicit knowledge (Cohen, 1998) that 
can be used to maintain customer focus and improve organizational performance (NIST, 
1995). Particularly in the logistics service industry, IT is a critical factor for 3PL performance 
since logistics providers need to integrate systems with their clients (Vaidyanathan, 2005). 

Human resource management has a significant effect on organizational performance (Ahmad 
and Schroeder, 2003; Samson and Terziovski, 1999; Delaney and Huselid, 1996) and can 
enhance competitive advantage (Wright, McMahan and McWilliams, 1994). Human resource 
may be particularly important in the logistics service industry because employees usually 
have direct contact with customers (Sit et al., 2009; Bartel, 2004). Some literature claims that 
employee satisfaction and staff turnover rate influences customer satisfaction (Voss, 
Tsikriktsis, Funk, Yarrow and Owen, 2004; Heskett, Jones, Loveman, Sasser and Schlesinger, 
1994) and operation efficiency (Bourne et al., 2003), which in turn affects financial 
performance (Rucci, Kirn and Quinn, 1998) and overall organizational performance (Madu, 
Kuei and Jacob, 1996).  

Process management aims to improve process efficiency (Montes, Jover and Fernandez, 2003) 
and operational effectiveness (Lok et al., 2005). It also influences organizational performance 
(Harmon, 2003; Kuei, Madu, Lin and Chow, 2002; Burlton, 2001; McCormack and Johnson, 
2000), including lower operating cost, improved customer satisfaction (Kumar, Smart, 
Maddern and Maull, 2008; Maddern, Maull and Smart, 2007; Tsikriktsis and Heineke, 2004) 
and financial results (Reed, Lemak and Montgomery, 1996). 

The foregoing review of the literature reveals that the four organisation performance 
measures of the BS and the six MBNQA quality management factors have a bearing on 
organizational performance either directly or indirectly. It also establishes the major concepts 
of the research framework and hypotheses for this study of local private 3PLs in southern 
China.  

3. Research Framework  

The framework adopts the six operation/quality management criteria (factors) developed for 
the MBNQA (NIST, 1987) as the independent variables, and the four organizational 
performance perspectives proposed by the BS as the dependent variables (Kaplan and Norton, 
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1992). See Figure 1 below. 

 

Figure 1. Research Framework 

To explore the causal relationships between the six quality management factors and the four 
organizational performance perspectives, four hypotheses were developed. The following 
section identifies the hypotheses and provides a justification for each. 

3.1 Research Hypotheses 

Hypothesis 1: The six quality management factors have a positive effect on the financial 
performance of local private logistics service providers in southern China. 

Justification - Financial performance was measured by combining return on investment, 
return on sales, revenue growth, and market share (Sale and Inman, 2003). Many researchers 
claim that quality management factors influence company productivity and financial results 
(Fotopoulos and Psomas, 2010; Kumar et al., 2009; Sila and Ebrahimpour, 2005; Kaynak, 
2003) although some disagree (Powell, 1995; Adam, 1994).  

Hypothesis 2: The six quality management factors have a positive effect on customer 
satisfaction of local private logistics service providers in southern China. 

Justification - The generic outcome measures include customer satisfaction, customer 
retention, new customer acquisition, and market share (Kaplan and Norton, 1996). Many 
researchers claim that quality management factors influence customer satisfaction levels 
(Siddiqui and Rahman, 2007; Yang, 2006; Lin et al., 2005) and that customer focus may be 
the critical factor to increase customer satisfaction, competitive advantage and business 
profitability (Chong and Rundus, 2004; Crosby, 1996; Juran, 1992; Narver and Slater, 1990).  
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Hypothesis 3: The six quality management factors have a positive effect on the business 
process performance of local private logistics service providers in southern China. 

Justification - Process performance reflects the effectiveness, efficiency and costs of 
operational activities (Walsh et al., 2006; Anderson et al., 1998). Quality management has a 
positive correlation to operational performance of the organization (Hendricks and Singhal, 
1997). According to Samson and Terziovski (1999), leadership, customer focus and human 
resource management are the most significant factors affecting operational performance.   

Hypothesis 4: The six quality management factors have a positive effect on learning and 
growth performance of local private logistics service providers in southern China. 

Justification - Organizational learning may be the most valuable dynamic capability (Teece, 
Pisano and Shuen, 1997) and learning can enhance organizational performance (Wageman, 
1995). Organizations can enhance their competitive advantage through improving their 
learning ability (Skerlavaj et al., 2007; Zack, 2005; Bontis, Crossan and Hulland, 2002). 

3.2 Independent Variables: Quality Management Factors 

There are six quality management factors that help organizations to achieve planned 
organizational performance results. The framework adopts, as independent variables, these 
six quality management factors, comprising leadership (LS), strategic planning (SP), 
customer focus (CF), measurement, analysis, and knowledge management (MAKM), human 
resource focus (HRF), and process management (PM), developed by the MBNQA. Some 
questions from Lok et al. (2005) were also adopted and modified. The items in this part were 
measured using a Likert five-point scale with “1” being Strongly Disagree, “2” being 
Disagree, “3” being Neutral, “4” being Agree, and “5” being Strongly Agree. It was designed 
to examine the level to which respondents agreed or disagreed with each of the following 
statements: 

LS1= I know my organisation’s mission 

LS2= My senior leaders use our organisation’s values to guide us. 

LS3= My senior leaders create a work environment that helps me do my job. 

LS4= My organization’s leaders share information about the organization. 

LS5= My senior leaders encourage learning that will help me advance in my career 

LS6= My organization lets me know what it thinks is most important. 

LS7= My organization asks what I think 

SP1= As it plans for the future, my organization asks for my ideas. 

SP2= I know the parts of my organization’s plans that will affect me and my work. 

SP3= We develop strategies based on customer needs. 

SP4= Our core processes are an important input into our strategic plan. 
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SP5= Our current strategic plan identifies the projects we actually undertake to improve our 
business processes. 

SP6= Our strategic planning process encourages information sharing and cross functional 
cooperation. 

CF1= I know who my most important customers are. 

CF2= I keep in touch with my customers. 

CF3= My customers tell me what they need and want. 

CF4= I ask if my customers are satisfied or dissatisfied with my work. 

CF5= I am allowed to make decisions to solve problems for my customers. 

CF6= Our response time satisfies customers 

CF7= We are interacting more with external customers. 

MAKM1= I know how to measure the quality of my work. 

MAKM2= I know how to analyze (review) the quality of my work to see if changes are 
needed. 

MAKM3= I use these analyses for making decisions about my work. 

MAKM4= I know how the measures I use in my work fit into the organization's improvement 
measures. 

MAKM5= I get all the important information I need to do my work. 

MAKM6= We have sufficient measures to permit a clear tracking of our performance. 

HRF1= I can make changes that will improve my work. 

HRF2= My boss encourages me to develop my job skills so I can advance in my career. 

HRF3= My boss and my organization care about me. 

HRF4= I have a safe workplace 

HRF5= We are increasing the involvement in the way our work is planned. 

HRF6= We are increasing our autonomy in making decisions that affect our work. 

PM1= I collect information (data) about the quality of my work. 

PM2= We have good processes for doing our work. 

PM3= I have control over my work processes. 

PM4= The number of employees involved in process improvement programmes increased in 
the last three years. 

PM5= The number of process improvement projects has increased. 
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PM6= Organization will definitely continue with process improvement programmes. 

PM7= Our experience with process improvement programmes has generally been positive. 

3.3 Dependent Variable: Organizational Performance 

The four organizational performance perspectives proposed by the BS, namely financial (FP), 
customer (CP), business process (PP), and learning and growth (LG), were adopted as the 
dependent variables. The questions generated by Lok et al. (2005) and Anderson et al. (1998) 
were used as part of the questionnaire in this research. Some questions from Kaplan and 
Norton (1996, 2001) were also adopted and modified. The items in this part were measured 
using a Likert-type five-point scale with “1” being Strongly Disagree and “5” being Strongly 
Agree. It was designed to examine the level to which respondents agreed or disagreed with 
the following items. 

FP1= Our average cost per unit of product or service has decreased of the last two years. 

FP2= Our overall sales revenue has growth over the last two years. 

FP3= Our asset utilization has increased of the last two years. 

FP4= Our sales revenue from existing customers has increased over the last two years. 

FP5= Our organization’s profitability has increased over the last two years. 

FP6= Our sales revenue from new customers has increased over the last two years. 

CP1= Customer satisfaction with our company’s overall logistics performance increased over 
the last two years. 

CP2= Customer retention/loyalty has increased over the last two years. 

CP3= In depth relationship built between our organization and customers. 

CP4= Our customer has high confidence in the capability of our organization to satisfy 
his/her requirements. 

CP5= Our organization attracts a number of new customers in established or new markets in 
the last two years 

PP1= The quality of services has improved over the last two years 

PP2= Logistics cost performance has improved over the last two years. 

PP3= Effectiveness and efficiency of transaction processes has improved over the last two 
years 

PP4= Order processing time has shortened over the last two years 

PP5= Delivery performance has improved over the last two years 

LG1= The productivity of our employees has increased over the last two years. 

LG2= Training investment per employment has increased over the last two years 
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LG3= IT spend per employee has increased over the last two years. 

LG4= Staff turnover has decreased over the last two years. 

LG5= Absenteeism has decreased over the last two years. 

3.4 Research Methodology 

A quantitative cross-sectional web-based questionnaire survey was used to collect data for 
this research. The target participants were randomly selected managers of local private 3PLs 
in the southern Chinese provinces of Guangdong, Fujian and Guangxi. Simple random 
sampling was used to send 2,300 email invitations from which 294 responses were received. 
The response rate of 12.8% was considered satisfactory, since response rates for online 
surveys have been found to be between 4.4% and 12.3% (Daim and Kocaoglu, 2008; Sanders, 
2007; Brounen, De Jong and Koedijk, 2006).   

3.4.1 Questionnaire 

The URL-hosted questionnaire comprised 74 closed-ended questions. The questions in Part A 
were designed to collect demographic information such as company age, ownership, asset 
value, job position of the respondent, number of full-time staff and their average education 
level, percentage of part-time staff and IT capabilities. Part B was designed to examine the 
importance of six quality management factors to local private logistics service companies. 
Part C examined organizational performance in four areas: financial, customer, business 
process, and learning and growth. 

3.4.2 Data Analysis 

Exploratory factor analysis (EFA) was conducted to analyze scores from a sample on 
independent and dependent variables, including quality management factors and 
organizational performance perspectives, to see if they could be reduced to underlying 
dimensions. If those variables are highly related to each other, they will load on one factor 
(Tharenou, Donohue and Cooper, 2007) and their loadings on the factor should be 0.40 or 
greater (Kim and Mueller, 1978). Items with a factor loading less than 0.4 need to be deleted 
(Hair, Black, Babin, Anderson and Tatham, 2006). Internal consistency reliability was 
examined by computing Cronbach’s Alpha for each scale (Coakes, Steed and Price, 2008); 
while alpha coefficients of 0.70 and above are required of established scales (Nunnally and 
Bernstein, 1994; Fornell and Larcker, 1981), internal consistency coefficients of 0.60 or 
better are acceptable for a newly developed scale (Nunnally, 1978). As all measures in the 
questionnaire were developed from validated research in published journals, it was assumed 
that the content validity and construct validity of each measurement in the questionnaire 
should be reasonably high. Pearson correlation coefficient was used to test the positive effect 
of the six quality management factors on each of the four organizational performance 
perspectives. Correlation matrices indicate the direction and strength of the relationship 
between each quality management factor and the four organizational performance variables. 
Regression analysis was used to determine if the independent variables (quality management 
factors) correlated with the dependent variables (organizational performance perspectives). 
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4. Results 

Two hundred ninety four valid responses were received, from which the demographics details 
were extracted as shown in Table 1. 

Table 1. Descriptive Statistics for Demographic Details 

Demographic details Measures Frequency Percentage 

Designation of 
respondents 

Manager 68 23.1 

General Manager 89 30.3 
 Director 80 27.2 

 Vice President 57 19.4 

 Total 294 100 
    

Type of ownership State Owned 20 6.8 

 
Chinese 
private/local owned

198 67.4 

 Joint venture 50 17 

 Foreign Owned 26 8.8 

 Total 294 100 
    

 

Years of operation 
in China 

<3 yrs 60 20.4 

 3 - 8 yrs 104 35.4 

 >8 yrs 130 44.2 

 Total 294 100 
    

Types of service 
offered 

Sea freight 5 1.7 

 Warehousing 16 5.5 

 Distribution 38 12.9 
 Integrated logistics 215 73.2 

 
Intermodal 
transportation 

17 5.8 

 land freight 1 0.3 

 Packing/repackaging 1 0.3 

 Consultation 1 0.3 
 Total 294 100 
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Table 2. Education Level of Staff 

Education 
Level 

Operational Staff Middle Management Senior Management 

Frequency Percent Frequency Percent Frequency Percent 

Primary 132 44.9 0 0 0 0 

Secondary 61 20.7 50 17 0 0 

Post-secondary 101 34.4 236 80.3 62 21.1 

Degree 0 0 6 2.0 176 59.9 

Postgraduate 0 0 2 0.7 56 19.0 

Total 294 100 294 100 294 100 

 

No. of full time staff < 100 105 35.7 
 100 – 499 118 40.2 

 500 – 999 48 16.3 
 1000 or more 23 7.8 

 Total 294 100 

    
Percentage of 
contract staff 

< = 10% 54 18.4 

 >10% and <20% 78 26.5 

 >20% and <30% 91 31 
 >30% and <40% 57 19.4 

 >40% 14 4.7 

 Total 294 100 
    

Company asset 
value 

< 1 60 20.4 

 1 - <10 134 45.6 
 10 - < 50 76 25.9 

 50 or more 24 8.1 

 Total 294 100 
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Table 3. Use of Internet in Business Operations 

Response 
Have website Online transaction

Online tracking 
system 

Internet exchange 

Frequency Percent Frequency Percent Frequency Percent Frequency Percent

Yes 287 97.6 96 32.7 108 36.7 99 33.7 

No 7 2.4 198 67.3 186 63.3 195 66.3 

Total 294 100.0 294 100.0 294 100.0 294 100.0 

Results of the Kraiser-Meyer-Olkin (KMO) and Bartlett’s Test on the quality management 
factors show that KMO value is 0.858, meaning that the sampling adequacy is very good, 
meeting the assumption for EFA. Since the significant value for Bartlett’s Test of Sphericity 
(p value) is 0.0001, less than the significant level 0.05 as a rule of the thumb, therefore, there 
is no identity matrix in the inter-correlation of variables. Additionally, the sample size is 
found sufficient for conducting EFA (n/k is 294/2 = 147) as n/k is greater than 5. After three 
necessary assumptions met, EFA was carried out using the extracting method of principal 
component analysis (PCA) and rotation method of oblimin on items representing Leadership 
(LS), Strategic Planning (SP), Customer Focus (CF), Measurement, Analysis and Knowledge 
Management (MAKM), Human Resource Focus (HRF), and Process Management (PM).  

Although the MBNQA (NIST, 1987) established seven non-mutually exclusive factors, in the 
current research context, there are only two factors because the items relating to LS, SP, CF 
and PM all appear under Component 1 while items relating to MAKM and HRF load under 
Component 2. Thus Component 1 has been labeled as Organizational Strength and 
Component 2 labeled as Individual Strength to reflect the strength of the individual items. 

 

 

 

 

 

 

 

 

 

 

Figure 2. Factor Analysis for Quality Management Factors 
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In KMO and Bartlett's Test on organizational performance, the result indicates that the KMO 
value is 0.6, showing that the sampling adequacy is just adequate for this study and that it 
meets the assumption for EFA. Additionally, the p value is 0.0001, less than 0.05 as a rule of 
thumb, and n/k is greater than 5 (n/k = 147), meaning that the sample size was sufficient for 
conducting EFA, which was carried out using the extracting method of PCA and rotation 
method of oblimin on items representing Financial Perspective (FP), Customer Perspective 
(CP), Process Perspective (PP) and Learning and Growth (LG). 

All Cronbach’s alpha values for quality management constructs and organizational 
performance constructs exceed the minimum requirement set by Nunnally’s (1978), which is 
at 0.6, and as the values are between 0.74 and 0.94, the internal consistency are desirable 
(Shin, Collier and Wilson, 2000).  Therefore, all quality management constructs and 
organizational performance constructs have been reliably measured and fulfill the 
requirement for convergent and discriminant validity. 

4.1 Hypothesis Testing 

Hypothesis H1:  

All six quality management factors, Strategic Planning, Customer Focus, Measurement 
Analysis and Knowledge Management; Human Resource Focus, Process Management, and 
Leadership show significant and positive effects on the Financial Perspective of local private 
logistics service providers in southern China (r = 0.284, p-value = 0.0001; r = 0.156, p-value 
= 0.014; r = 0.254, p-value = 0.0001; r = 0.533, p-value = 0.0001; r = 0.539, p-value = 0.0001; 
r = 0.180, p-value = 0.006 respectively). Hence, hypothesis H1 is supported. 

Hypothesis H2:  

Not all six quality management components have a positive effect on Customer Perspective. 
Measurement, Analysis and Knowledge Management (MAKM) has a significant and positive 
effect on customer satisfaction of local private logistics service providers in southern China (r 
= 0.668, p-value = 0.0001). Similarly, Human Resource Focus has a significantly positive 
effect on customer satisfaction of Chinese private logistics service providers in southern 
China (r = 0.604, p-value = 0.0001). Whereas, Strategic Planning, Leadership, and Customer 
Focus have a significant but negative effect on customer satisfaction of local private logistics 
service providers in southern China (r = - 0.158, p-value = 0.013; r = - 0.322, p-value = 
0.0001; r = - 0.196, p-value = 0.003 respectively). Process Management’s relationship on 
Customer Satisfaction of local private logistics service providers in southern China is not 
significant at the 5% level of significance. However, Process Management shows a 
significant negative effect on customer satisfaction at the 10% level of significance (r = - 
0.100, p-value = 0.08). Hence, hypothesis H2 is partially supported because it was shown that 
not each factor has a positive effect on customer performance. 

Hypothesis H3:  

In view of Process Perspective, Strategic planning, Customer Focus, Process Management, 
and Leadership indicate a significant and positive effect on the Process Perspective of 
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Chinese private logistics service providers in southern China (r = 0.513, p-value = 0.0001; r = 
0.521, p-value = 0.0001; r = 0.510, p-value = 0.0001; r = 0.638, p-value = 0.0001 
respectively). Whereas, MAKM and HRF show significant but negative effect on Process 
Perspective of local private logistics service providers in southern China (r = -0.160, p-value 
= 0.012; r = - 0.185, p-value = 0.005). Hence, hypothesis H3 is partially supported as only 
four factors have positive effect on the Process Perspective. 

Hypothesis H4:  

Amongst the six quality management factors Strategic Planning, Customer Focus, Human 
Resource Focus, Leadership, and Measurement Analysis and Knowledge Management show 
a significant negative effect on the Learning and Growth Perspective of local private logistics 
service providers in southern China (SP: r = - 0.25, p-value = 0.0001; CF: r = - 0.279, p-value 
= 0.0001; MAKM: r = - 0.258, p-value = 0.0001; HRF: r = - 0.162, p-value = 0.011; LS: r = - 
0.308, p-value = 0.0001). Process Management, however, shows that its relationship with the 
Learning and Growth Perspective of local private logistics service providers in southern 
China is not significant (PM: r = - 0.032, p-value = 0.328). Hence, hypothesis H4 is rejected. 

The following four tables (Table 4, Table 5, Table 6, Table 7) use coefficients to find which 
among the six quality management factors is the most important in financial, customer, 
process, and learning and growth performance. 

Table 4. Coefficients of Quality Management Factors to Financial Performance 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients t  Sig. 

B Std. Error Beta 

1 (Constant) 2.766 .610  4.531 .0001 

SP -.028 .117 -.026 -.236 .813 

CF -.529 .087 -.547 -6.092 .0001 

MAKM -.428 .073 -.459 -5.901 .0001 

HRF .882 .086 .881 10.270 .0001 

PM .869 .105 .651 8.254 .0001 

LS .146 .138 .107 1.057 .292 

a. Dependent Variable: Financial Perspective 

The coefficient results show that CF, MAKM, HRF and PM are significant constructs to 
financial performance as their p-values are < 0.05. According to Cohen (1992), if the 
Adjusted R2 is > 25%, the relationship is strong. The result shows that the relationship 
between all quality management factors and financial performance is strong (Adjusted R2 = 
0.619), which means that 61.9% of the financial perspective is explained. 
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Table 5. Coefficients of Quality Management Factors to Customer Performance 

Model 

Unstandardized 
Coefficients 

Standardize
d 
Coefficient
s 

t  Sig. 

B Std. Error Beta 

1 (Constant) 7.685 .530  14.496 .0001 

SP -.145 .102 -.153 -1.418 .158 

CF -.371 .075 -.436 -4.915 .0001 

MAKM .400 .063 .488 6.358 .0001 

HRF .371 .075 .421 4.973 .0001 

PM -.068 .091 -.058 -.741 .460 

LS .207 .120 .172 1.726 .086 

Dependent Variable: Customer Perspective 

The coefficient results show that CF, MAKM, HRF and LS are significant constructs to 
customer performance as their p-values are < 0.05. Additionally, the relationship between 
these six factors and customer performance is strong as the adjusted R2 = 0.629, which means 
that 62.9 % of the customer perspective is explained. 

Table 6. Coefficients of Quality Management Factors to Process Performance 

 

 

 

 

 

 

 

 

 

 

 

Model 

Unstandardized 
Coefficients 

Standardize
d 
Coefficients T Sig. 

B Std. Error Beta 

1 (Constant) 5.184 .514  10.078 .0001 

SP -.085 .099 -.108 -.857 .392 

CF .244 .073 .344 3.338 .001 

MAKM .068 .061 .099 1.113 .267 

HRF -.349 .072 -.474 -4.816 .0001 

PM .316 .089 .322 3.560 .0001 

LS .244 .117 .243 2.093 .038 

a. Dependent Variable: Process Perspective     
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The results show that CF, HRF, PM and LS are significant constructs to process performance 
as their p-values are < 0.05. The relationship between these six factors and process 
performance is strong (Adjusted R2 = 0.499), which means that 49.9 % of the Process 
Perspective is explained. 

Table 7. Coefficients of Quality Management Factors to Learning and Growth Performance 

Dependent Variable: Learning and Growth Perspective 

The coefficient results show that MAKM, PM and LS are significant constructs to learning 
and growth performance as their p-values are < 0.05. The relationship between these six 
factors and learning and growth performance is strong (Adjusted R2 = 0.298), means that 29.8 
% of the Learning and Growth Perspective is explained. 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients t Sig. 

B Std. Error Beta 

 (Constant) 8.849 .752  11.764 .0001 

SP .018 .145 .019 .126 .900 

CF -.001 .107 -.001 -.011 .991 

MAKM -.295 .089 -.349 -3.305 .001 

HRF -.061 .106 -.067 -.578 .564 

PM .770 .130 .636 5.939 .0001 

LS -.980 .170 -.790 -5.749 .0001 
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Table 8. Summary of Hypotheses Testing Results 

 Hypothesis  Result 

Hypothesis 
H1 

The six quality management factors have a positive effect on 
the financial performance of local private logistics service 
providers in southern China. 

Supported

Hypothesis 
H2 

The six quality management factors have a positive effect on 
the customer performance of local private logistics service 
providers in southern China. 

Partially 
Supported

Hypothesis 
H3 

The six quality management factors have a positive effect on 
the business process performance of local private logistics 
service providers in southern China. 

Partially 
Supported

Hypothesis 
H4 

 
The six quality management factors have a positive effect on 
the learning and growth performance of local private logistics 
service providers in southern China. 
 

Rejected 

5. Discussion 

The results show that all quality management factors have a strong relationship with the four 
performance variables but not all factors are significant constructs to each organizational 
performance variable. The result also demonstrate that all six factors have a positive effect on 
financial performance but a negative effect on the learning and growth performance variable. 
The findings show that organizational strength (SP, CF, PM and LS) is positively related to 
process performance and that individual strength (MAKM and HRF) has a positive effect on 
customer performance. 

This study has several managerial implications for local private 3PLs in southern China. The 
results provide a useful indication to logistics management practitioners in China as to which 
quality management factors are significant for each of the performance variables, and also 
help local private 3PLs to understand how to improve their organizational performance. 

The results demonstrate that leadership is a significant construct to three performance 
variables, including learning and growth performance (t = -5.749, p-value = 0.00005), 
customer performance (t = 1.726, p-value = 0.043) and business process performance (t = 

2.093, p-value = 0.019).  

The results further demonstrate that human resource is one of the significant constructs to 
customer service performance (t = 4.973, p-value = 0.00005), and generates a positive effect 
on customer satisfaction. However, most 3PLs in China have concerns over shortages of 
qualified logistics personnel (Kam, Tsahuridu and Ding, 2010; Wang, Zantow, Lai and Wang, 
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2006; Hong, Chin and Liu, 2004) so training is particularly important to companies with 
considerable amount of unskilled employees (Cooke, 2005). Employee attitudes affect 
customer satisfaction, particularly in the service industry, and the improvement of employee 
attitude increases customer satisfaction and revenue (Rucci et al., 1998). Local private 3PLs 
are therefore recommended to provide more training to improve the working attitude of their 
staff (Wang et al., 2006). 

Human resource is a significant construct to process performance (t = - 4.816, p-value = 
0.00005). Kaplan and Norton (2004) found that employees with the right skills, talent, and 
knowledge have a great impact on business process improvement, and Lieb and Bentz (2005) 
observed that 3PLs’ success was related to the logistics talents. According to the research 
findings, human resource is also a significant construct to financial performance (t = 10.270, 
p-value = 0.00005). Kaplan and Norton (1996) indicated that knowledgeable employees 
would improve sales effectiveness.  

Interestingly, the research results indicate that the measurement, analysis, and knowledge 
management factor is not a significant construct to process performance (t = 1.113, p-value = 
0.1335). Samson and Terziovski (1999) arrived at similar findings by showing that 
information and analysis did not have significant positive effect on organizational 
performance. This may be the case because many local private logistics service enterprises do 
not actively develop work measurement systems to assess the work performance and 
productivity of their employees; management may still rely on reward systems to enhance the 
working morale of operational and supervisory staff.  

However, the knowledge management system is shown to be significant to learning and 
growth performance (t = -3.305, p-value = 0.0005) in the results. In knowledge-based 
economies, companies should use the skills and knowledge of their employees to sustain their 
competitive advantage (Burrows, Drummond and Martinsons, 2005). Development of a 
formal knowledge management system is necessary because it may increase knowledge 
transfer throughout the organization and improve employees’ skills (Kaplan and Norton, 
2004).  

Although the results demonstrate that the measurement, analysis, and knowledge 
management factor is significant to customer performance (t = 6.358, p-value = 0.00005), 
Anderson et al. (1998) revealed that work measurement systems would not directly affect 
customer satisfaction but may have an indirect effect on customer performance.  

In conclusion, these findings provide management practitioners in southern China’s local 
private 3PLs with some indication as to the factors that do and do not have a positive and 
significant effect on organizational performance variables. These findings suggest that local 
private 3PLs in southern China need to allocate more resources to performance variables if 
they hope to improve. 

5.1 Limitations of the Study and Future Research 

The cross-sectional design used for this study provided only a static snapshot of the 
phenomenon being studied and the quantitative methodology did not allow for understanding 
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the reasons for the unusual relationship between six quality management factors and learning 
and growth performance, and why these factors have different significances to individual 
performance variables. Another limitation of the study was that informants who provided the 
data for analysis were from a single source only (managers of local 3PLs in southern China).     

A combination of both qualitative and quantitative research using multiple informant sources 
is recommended for future studies of this nature. Using a case study approach to gather 
in-depth information on a single entity may remedy the limitations of a single source of data 
(Griffith and Lusch, 2007; Sandelowski, 2000), allow understanding of individual cases 
(Cavana, Delahaye and Sekaran, 2001), and help to explain the differences in the significance 
of quality management factors on organizational performance. 

Further research could investigate why not all quality management factors are significant 
constructs to each of the performance variables in local private 3PLs in China. It is further 
recommended to explore other independent variables, moderating variables or intervening 
variables that may influence the four performance variables. A longitudinal study is 
recommended to review changes in the significance of quality management factors on the 
organizational performance of local private 3PLs over a period of time. 
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