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ABSTRACT  

 

Courier service company is one of the lines of business that is strongly influenced by the existence of e-commerce. PT Pos Indonesia 

the state-owned courier service, has been established since 1946 and has the largest network in the area. However, this record 

does not make them the leading and preferred choice to deliver goods. Young generation prefers to use the competitors services 

which are private companies since they are also linked to e-commerce and ahead of using technology in providing service to their 

customers. The paper aimed to evaluate the innovation in technology as a moderator in the relationship between perceived service 

quality and customer loyalty. It proposes modelling of the innovation as a moderator and how it is important for customer loyalty. 

This study employs a quantitative method to determine the relationship between service quality and customer loyalty and the 

moderating effect of technology innovation. The data collected using online questionnaire from college student in 3 (three) 

universities in South Jakarta with number of samples is 84 respondents. The data was analyzed using SmartPLS3 to be able to 

determine the moderating effect. The result shows that service quality positively influence customer loyalty directly, however 

service innovation does not moderate the relationship between service quality and customer loyalty. Because of the chosen 

research approach only in three college university in one district in South Jakarta, the research results may lack generalizability. 

The paper includes implications for the development of a service quality for managing the balance between people and technology. 
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INTRODUCTION 

 

Courier firms are enterprises that use their speed, security, and tracking capabilities to carry tangible goods such as 

messages, parcels, and letters. Its popularity continues to rise as e-commerce thrives, with online shops offering next-day delivery 

and other common services. The business sector is growing more competitive, with rivals including not only logistic firms like 

FedEx/RPX, JNE, TNT, TIKI, and Pandu Logistics, but also online and application-based delivery startups like GO-JEK, Go Box, 

Grab Bike, and Grab Taxi. As an illustration of the Indonesian business courier services sector. In 2017, JNE had 49.4 percent of 

the market for courier services, followed by TIKI (34.7 percent), PT. Pos Indonesia (8.4 percent), and DHL (1.3 percent) (6,2 

percent). In 2018, a new competitor joined the market with J&T, grabbing 13,9% of the market in second place, while a new courier 

business grew its market share by 6,2%, reducing the market share of JNE & TIKI. However, PT. Pos Indonesia and DHL have 

demonstrated improved commercial success. In 2019, J&T, DHL, and other courier firms tend to be aggressive in their client 

acquisition efforts, whereas JNE (26,4 percent), J&T (20,3 percent), TIKI (12,6 percent), and PT. Pos Indonesia look to be passive 

(26,4 percent). (54%). 

 

With the pandemic in the first semester of 2020, the chart indicated a more stable performance for nearly all courier 

services, but a -1,8% decline for TIKI. Despite the fact that PT. Pos Indonesia is a state-owned enterprise with a lengthy history in 

the courier service sector, they no longer hold the market's top spot. This is likely a case where service quality plays a key role in 

influencing consumer loyalty. To ascertain PT. Pos Indonesia's current state, the researcher will conduct a problem identification 

exercise, and the following questions must be examined and resolved: 1) What is the relationship between the quality of service 

provided by PT. Pos Indonesia and client loyalty? 2) Does PT. Pos Indonesia's service innovation minimize the relationship 

between service quality and customer loyalty? 

 

LITERATURE REVIEW 

 

Service Quality (SQ) and Customer Loyalty (CL) 

 

Philip Kotler and Gary Armstrong coined the term'service quality,' since a service company's ability to cling to a customer is the 

best indicator of service quality. The perceived quality of the service is regarded optimum if it is consistent with the expected 

quality of the service; however, if the perceived quality of the service is less than the expected quality of the service, it is considered 

unfavorable or unsatisfactory. Among generic instruments for evaluating service quality, the most often used model is 

SERVQUAL, a well-known scale developed by Parasuraman et al (1985, 1988). The five dimensions are as follows: 1) Tangibles 

- Physical property, equipment, and the presence of employees 2) Reliability - The capability to deliver the promised service on 

time and in a dependable way, to consistently meet the customer's expectations, without error, with a good attitude and correctness. 

3) Responsiveness - The capacity of an employee to assist customers, to offer timely and prompt service, treatment, and 

management of consumers. 4) Assurance - relates to employee knowledge, politeness, motivation to keep clients, trust, and 

communication, among other things. 5) Empathy - Awareness and understanding of the client's specific requirements, as well as 

the employee's attempt to provide a caring, sincere, and personal level of service to the customer. According to Oliver (1997), 

service quality is defined as the outcome of customer comparisons between their expectations for the service they want to use and 

their perceptions of 12 service providers. 
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Loyalty has been defined as an emotional or logical commitment to utilizing a product or making recurring purchases 

from a consumer. Xavier (1999, p. 34) Loyalty was defined as a solid commitment to repurchase or repurchase a certain item or 

service in the future, resulting in repeated purchases of the same brand or brand, despite the possibility of situational pressures and 

marketing efforts to induce switching behavior. Loyalty may be described as a consumer's desire to remain a repeat customer for 

a lengthy period of time, acquiring and consuming the company's products and recommending them to friends and family. 

According to Medha (2013), customer loyalty is a behavioral notion that entails a repeated decision to acquire a product or service, 

which may be quantified by the sequence or share of transactions, referrals, the length of the relationship, or all of the above (2016) 

Customer Loyalty is a long-standing voluntary user behavior that enables users to develop a relationship with a brand or 

organization. Gremler and Brown (1996) provide a definition. Consumer loyalty exists when a customer makes repeated purchases 

from a service provider, has a favorable attitude toward the provider, and believes that using the service provider is the only way 

to obtain this service. Client loyalty is contingent upon providing superior service, which is directly connected to consumer views 

and expectations. According to Neringa Ivanauskien and Justina Volungnait (2014), service quality directly affects consumer 

loyalty in Lithuania, Latvia, and Estonia's domestic retail sector. When creating the core service quality model, the authors 

identified ten critical drivers of service quality: access, communication, competence, civility, credibility, tangibility, dependability, 

responsiveness, security, and client knowledge.  

 

Based on the explanation above we posit that  

 

H1  Service Quality positively relate to Customer Loyalty. 

 

Potential Moderator Service Innovation (SI) 

 

The term "service innovation" refers to the introduction of anything novel into the way of life, structure, timing, and 

location of what may be roughly characterized as the individual and communal processes that include consumers (Barcet, 2010). 

The innovation process can be planned, deliberate, or accidental, and it can emerge from an interactive learning process begun by 

any of the people involved (Gallouj & Savona, 2009). As traditional sector boundaries dissolve and service innovation occurs in 

manufacturing (Barcet, 2010; Bryson, 2010; Gallouj & Djellal, 2010), service innovation may become an increasingly essential 

factor in establishing and maintaining company performance and competitiveness across industrial sectors. Historically, service 

innovation has focused on the creation of new service offers and concepts (Michel et al., 2008; Rubalcaba et al., 2012), including 

how to produce new service offering ideas and build customer-oriented alternatives (de Brentani, 1995; Kelly and Storey, 2000; 

Lee and Chen, 2009; Nijssen et al., 2006; Olsen and Sallis, 2006). In a narrow sense, service innovation is concerned with the 

activities and behavior of service firms; by focusing on the firms' innovation processes, it entails the enhancement of service 

processes and goods, the enhancement of service performance and affordability, or the creation of new services, the expansion of 

existing services, and the impregnation of existing services. (2006) (Berry et al.). The activities for which businesses leverage new 

concepts and innovative technology to develop and transform product and service delivery processes and methods in order to better 

meet the diverse demands of consumers, assist them in achieving better results, and enable businesses to gain competitive 

advantages (Vang & Zellner, 2005). 

 

After adjusting for customer satisfaction, gender, and banking status, Kusi's (2018) study investigated the effect of 

service quality on customer loyalty for mobile money services among university students. Explanatory research is used to 

determine the number and nature of cause-and-effect interactions (Zikmund, Babin, Carr & Griffin, 2012). This design is based on 

examining a situation or a specific problem in order to comprehend the patterns of variable interactions (Creswell, 2014). The 

conclusion is that enhancing service quality resulted in an increase in customer loyalty among mobile money users, particularly 

students. Thus, when it comes to mobile money transfers, it can be concluded that service quality improves students' customer 

loyalty. Additionally, it appears as if gender and level of consumer satisfaction attenuate the predictive relationship between service 

quality (as assessed by mobile money services) and customer loyalty. Positive and statistically significant moderating effects were 

observed. Mosahab (2010) said that service quality aspects such as dependability, empathy, and assurance have a major effect on 

client loyalty in the Malaysian banking industry. Satisfaction was found to be a mediator in the link between service quality 

indicators (tangibles, efficiency, responsiveness, compassion, and assurance) and customer loyalty. Vivie NP Rantyanti and R.E 

Halim (2020) investigate the relationship between service innovation and customer satisfaction and loyalty. The findings indicated 

that service innovation had a beneficial effect on customer loyalty in the banking industry. Desi Tri Widyaningrum (2016) 

conducted an examination of the link between service innovation and customer loyalty. The study's findings indicate that service 

innovation increases customer happiness, which has the cumulative impact of boosting certain qualities of loyalty. Given the 

scarcity of empirical evidence on the moderating effect of service innovation and the positive effect of service innovation on 

customer loyalty, we hypothesized that 

 

H2  Service Innovation moderates the relationship between Service Quality and Customer Loyalty 

 

 

RESEARCH METHODS 

 

The study employed a quantitative survey with a questionnaire, with data collection beginning in July 2020 and ending in 

September 2020, utilizing both area and purposive sampling. The target respondent was a college student who has used the services 

of PT Pos Indonesia. We analyze the data using SmartPLS3 since it is well-suited for small samples with complicated models; it 

is a prediction-based technique that does not require strong theory (Henseler et al., 2014). The suggested sample size for data 

analysis in SmartPLS3 with a significance level of 5% and an estimated R2 of 0,5 was 59, however we had 84 responses. The 

questionnaire used a five-point Likert scale ranging from strongly disagree to strongly agree (5). IPMI International Business 



International Journal of Business, Economics and Law, Vol. 24, Issue 4 (June)                                                                                              

ISSN 2289-1552 2021 
 

 

126 

School, Binawan University, and Trilogi University are three (three) universities that participated in this study. De Jong et al. 

(2003) quantified service innovation using a multidimensional metric: services, people, resources, and network, which provides 

researchers with knowledge when assessing service innovation. SERVQUAL is a metric used to quantify service quality. 

According to Parasuraman et al (1985, 1988). Tangibles, Reliability, Responsiveness, Assurance, and Empathy are the dimensions. 

Customer Loyalty was quantified using Qais Ahmed Al-(2017) Maamari's study, which consists of six dimensions: Awareness, 

Research, Purchase, Use, Repeat, and Refer. 

 

FINDINGS 

 

The overall sample size for this study is 84 respondents, with male respondents accounting for the majority of the sample (58 

percent) and female respondents accounting for the remainder (42 percent). The greatest percentage (39,3 percent) of respondents 

were between the ages of 30-40 years, followed by those between the ages of 18-23 years (32,1 percent), 24-30 years (16,7 percent 

), and above 40 years (11,9 percent ). We gathered data from three (three) institutions in the vicinity of Kelurahan Rawajati, 

Kalibata, including IPMI International Business School (21,4%), University Binawan (25%) and University Trilogi (25%) (53,6 

percent). The majority of respondents (58,3 percent) were enrolled in a Bachelor's program, while 39,3 percent were enrolled in a 

Master's program and 2,4 percent were enrolled in a Diploma program. Customer loyalty (3.86), service innovation (4.29), and 

service quality (3.86) had the highest mean scores (4.12) can be understood to mean that all variables are highly significant and 

respondents agree on service quality and innovation. Customer loyalty is of the utmost importance to those who agree to 

recommend PT Pos Indonesia's services to their family, but the decision to select is based on their own experience. 

 

Evaluation of Measurement model 

 

Model evaluation is an integral part of the model development process are used to assess goodness of fit between model 

and data. Model in PLS-SEM can be evaluated into two type of evaluation which are 1) measurement model evaluation and 2) 

structural model evaluation.  

 

 
Figure 1: Research Model  

 

 

The measurement model is evaluated by firstly, internal consistency reliability which can be accomplished by composite 

reliability and/or Cronbach’s alpha coefficient tests. Composite reliability is considered more suitable for PLS because it does not 

assume equal indicator loadings (Becker, Klein, & Wetzels, 2012; Hair et al., 2014; Wilden et al., 2013). While Cronbach’s alpha 

assumes equal indicator loadings, should exceeded 0.70. The result from algorithm report in SmartPLS3 is shown Table 1.  
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Table 1: Evaluation of Measurement Model  

 
Variables Indicators Outer Loading Cronbach 

Alpha 
AVE Composite 

reliability 

Service Quality 

SQ1 0.926 

0.968 0.888 
 

0.975 
 

SQ 2 0.944 

SQ 3 0.923 

SQ 4 0.994 

SQ 5 0.923 

Service 
Innovation 

SI1 0.938 

0.887 0.816 
 

0.930 
 

SI2 0.896 

SI3 0.874 

Moderating 
Effect of SI SQ * SI 0.539 

1.000 1.000 1.000 

Customer Loyalty 

CL1 0.895 

0.957 0.888 
0.967 

 

CL2 0.921 

CL3 0.938 

CL4 0.935 

CL5 0.931 

 
As can be seen in the table 1, all the result of outer loading, Cronbach alpha, AVE and composite reliability more than 0.7 and 

regarded acceptable at early phase of research. It means measurement model fulfilled and fit. 

 

Evaluation of Structural model 

 

The evaluation of the structural model consists of the evaluation of collinearity issues (VIF), the path coefficient (β), the 

coefficient of determination (R²), the impact size (f²), (Hair et al., 2014).  The outcome of structural model for all student is 

showing in Table 2. 

 

Table 2: Evaluation of Structural Model  

 

Relationship Path coefficient (R²) VIF (f²) 

Service Quality → Customer Loyalty  0.457  

0.789 

3.379 0.293 

Service Innovation → Customer Loyalty  0.462 1.272 0.002 

 

As can be seen in Table 2, the path coefficient showing that service quality has a strong relationship on customer 

loyalty (0.457) and or service innovation has a strong relationship (0.462) with coefficient of determination is 0.789, VIF are less 

than 5 profing that there is no collinearity issue, with the the effect size (f2) is medium (0.293) for SQ to CL of and 0.002 (small) 

for SI to CL. 

 

Hypothesis Testing 

 

Hypothesis test was performed using bootstrapping calculations which gets the significant coefficients by computing exact t values, 

which if greater than the critical value (values for t distribution), at that point the coefficient is viewed as significant at a specific 

probability of error. Hair et al. (2014 p132) It is recommended that the sample bootstrap be 5000. Testing of hypotheses was carried 

out using SmartPLS3 bootstrapping technique to determine the importance coefficients and t values. The t-value is 1.65 using one 

tail, and the p value is 0.05 (at α = 5%) (Hair et al., 2014). The result is reported in Table 3 

 

Table 3: Hypothesting result  

 

 Relationship Path coefficient t- statistics p-values Remarks 

Service Quality →  Customer Loyalty  0.457 
 

4.739 
 

0.000 H1 Supported 

Moderating Effect of SI -0.014 0.362 0.359 H2 Rejected 
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The H1: relationship between service quality and customer loyalty is supported with t value of 4.739 (more than 1.65) and p values 

= 0.000 (less than 0.05). The relationship between service quality and customer loyalty was favorably aligned with previous studies. 

The explanation for the positive SQ-CL correlation is that the path coefficient = 0.457 implies a close relationship between SQ and 

CL. The quality of service has a direct beneficial effect on customer loyalty, according to (Neringa Ivanauskienė and Justina 

Volungėnaitė, 2014) in Lithuania, Latvia and Estonia. Five SERVQUAL factors have been gathered in researchers to add certainty 

and empathy (Parasuraman et al., 1988). The main component analysis found that five retail services may be recognized in the 

examined market in terms of quality, including human interaction, physical characteristics, dependability, policy and quality.  

The H2: there is a moderating effect of SI in the relationship between SQ and CL is not supported by the t value of = 0.362 (less 

than 1.65) and p values = 0.359 is not supported (more than 0.05). Therefore, H2 is not supported, and it can be said that servive 

innovation is not moderate the relationship between service quality and customer loyalty. 

 

Discussion and Research Implication 

 

The mean number can be taken as indicating that all variables are significant and that respondents agree on service quality and 

innovation. Customer loyalty is of the utmost importance to those who agree to recommend PT Pos Indonesia's services to their 

family, but the decision to select is based on their own experience. According to the hypothesis test results, the relationship between 

service quality and customer satisfaction was favorable to earlier studies. For a positive correlation between SQ and CL, the 

coefficient of path = 0.457 indicates that SQ and CL are inextricably connected. Customer loyalty is directly related to service 

quality (Neringa Ivanauskien and Justina Volungnait, 2014). Five SERVQUAL criteria have been compiled by researchers to 

provide further assurance and empathy (Parasuraman et al., 1988). According to the major component analysis, five retail services 

with varying degrees of quality may be identified in the investigated market, including human contact, physical features, reliability, 

policy, and quality. 

 

Service innovation has no moderating effect on the relationship between SQ and CL, implying that it neither increases 

nor weakens the relationship. This requires more research, as numerous studies show that service quality has an effect on customer 

satisfaction first, and later on customer loyalty. In contrast to earlier studies, Emine Senbabaoglu (2017) stated that customers 

prefer guided shopping on the internet owing to time limitations, information accessibility, and the ease of comparing options. 

Shopping occurs concurrently with the internet's beginning, in terms of the innovativeness of web site services, perceived overall 

service quality, customer loyalty, and perceived consumer value. The findings revealed that the substance of service innovation 

has a substantial and favorable effect on customer loyalty. This might be because the majority of respondents (68 percent) are 

between the ages of 18 and 40 and believe they have not experienced any service innovation over the time period covered by the 

study. 

 

CONCLUSION 

 

The current research found that service quality has the positive relationship with customer loyalty among the students in 

3 (three) universities in Kelurahan Rawajati IPMI International Business School, Binawan University and Trilogi University who 

use PT. Pos Indonesia’s services. It means service quality dimension (tangibles, reliability, responsiveness, assurance, empathy) 

can drive customer loyalty level. PT. Pos Indonesia can attract and retain their customer with high service quality and customer 

loyalty. There is no moderating effect of service innovation in the relationhi between service quality and customer loyalty in PT. 

Pos Indonesia. This is due to the mosltly respondents (68%) are young people 18 to 40 years old student, who familiarize with 

service digital and tech savvy, and their perceived service innovation come into result that service innovation was not either 

strengthen nor weaken the relationship. This open opportunity for another researcher to further investigate the moderating role of 

SI in the relationship between SQ and CL. 

 

LIMITATIONS AND RECOMMENDATION FOR FUTURE STUDY 

 

While the current study had a reasonable number of respondents, all respondents came from a same groupage (colleges student) 

which will give a little variation in the mean value, however the study only conducted in one small area (Kelurahan). Bigger sample 

is recommended to include Kecamatan (consist of more than ten kelurahan) by which PT Pos Indonesia agent exist in the area. 

Another important limitation of the present study was the use of self-rating scales which tend to contribute to response bias and 

the threat of socially desirable responding. The study instead relied mainly on clarifying questionnaire items, protecting anonymity, 

and reducing evaluation apprehension. An open question is suggested to enrich the previous analysis and give insight into opinion 

from different levels and age groups.  As stated in the study's limitation, there are some suggestions for future research based on 

findings and methods used from the current study. Service Innovation was found not to moderate the relationship between service 

quality and customer loyalty. Further research needed to add customer satisfaction variables to test the relationship between service 

quality and customer satisfaction.  
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