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IMPACT OF SERVICE QUALITY ON SATISFACTION AND LOYALTY: CASE OF SINJAY RESTAURANT

PRIBANUS WANTARA
SR. LECTURER
MANAGEMENT DEPARTEMENT
TRUNOJOYO UNIVERSITY
BANGKALAN

This study focuses on the relationship between service quality, customer satisfaction and customer loyalty of Sinjay Restaurant in Bangkalan, Indonesia. Service
quality and customer satisfaction are key dimensions identified as important antecedents to loyalty. Particularly in the service industry such as restaurant, where
intangibility is dominant, service quality is no longer sufficient as the sole source of competitive advantage. Customer satisfaction and service quality is identified
as another sources of competitive advantage. This study analysed the antecedent factors that influence loyalty in the restaurant business. A questionnaire was
designed and survey was conducted to collect the data from 147 customers. The research concluded that service quality has significant impact on customer
satisfaction and customer loyalty, and customer satisfaction has stronger influence on loyalty. Theoretical contribution of this study is the nature of simultaneous
model tested in developing world, which link all the antecedents variables of loyalty in the restaurant business. Practical contribution is for the managers to
better understand what need to be emphasised in the service industry and to achieving customer loyalty. People aspect of service quality is found more important
than physical evidence and process through technology aspect of service quality.

KEYWORDS

Service quality, Satisfaction, Loyalty, Sinjay Restaurant.

1. INTRODUCTION

ubsector culinary to contribute the largest revenue to the creative industry in Indonesia, or about 32.2% of the total contribution of the creative

industries to GDP in 2011, or about Rp169, 62 trillion. "Now culinary sector is the biggest contributing to the creative industries, then followed by the

fashion and handicraft," said Minister of Tourism and Creative Economy (Menparekraf), Mari Elka Pangestu in Jakarta on Wednesday, in a press
conference when Indonesia Creative Products Week (PPKI) in 2012 in Epiwalk Kuningan, Jakarta. "We recognize the importance of support measures for the
culinary industry," he said. The culinary industry, she said, has become one of the five sub-sectors that will be taken seriously in Indonesia given its potential is
still huge. Even so, it will continue to support the development of other sub-sectors of creative industries http://www.investor.co.id/tradeandservices.
The restaurant industry has an important role as a job creator in the Indonesia economy in addition to its social impact on communities nationwide. Service
quality of restaurant is recognized as an essential component of the customer satisfaction and therefore it is a cornerstone of the success of the fine dining
restaurants. Downs and Haynes (1984) pointed out the relationship between the restaurant success and the effectiveness of its image management. A fine
dining restaurant, therefore, must focus on its image using increased upgrades and improvements in décor, ambiance and interior design to attract customers
and to differentiate itself from its competitors.
Restaurant industry are facing challenges of intense competition and increased customers’ expectations over the last few years (Cheng et al., 1996). Increasing
competition and continuously evolving customer demands have led restaurant to identify drivers of customer satisfaction and loyalty (Lenka, Suar and
Mohapatra, 2009). Customer satisfaction leads to retention of customer. This is important since cost of acquiring a new customer is much more than cost of
retaining the customer. Restaurants give top priority to providing better service quality to satisfy the customer. New marketing concepts and strategies (Ennew
et al., 1993) paying greater attention to identifying customer needs and expectations (Morgan, 1989), and offering high service quality to customers (Thwaites
and Vere, 1995; Lewis, 1993) have become important topics of research. The interest is largely driven by the realization that high service quality results in
customer satisfaction and loyalty with the product or service, greater willingness to recommend someone else, reduction in complaints and improved customer
retention (Zeithaml et. al., 1996). This paper examines whether service quality influences customers satisfaction and customer loyalty and whether customer
satisfaction influences customers’ loyalty. The study is conducted in Sinjay Restaurant in Bangkalan of Indonesia.

1.1. PROBLEM STATEMENT & OBJECTIVES OF THE STUDY

Customer loyalty is critical to the success of any restaurant that wants to gain and maintain market share. The restaurant is in need of an appropriate measure
of customer satisfaction that will lead to customer loyalty from its primary source of customers. This suggests that management may wish to seek attributes
that are responsible for customers’ return business.

Customers who receive poor service will typically relate their dissatisfaction of the restaurant service to 15 - 20 others customers (Griffin, 1995). Gitomer (1998)
reported that the cost of gaining a new customer is ten times greater than the cost of keeping a satisfied customer. In addition, if the service is particularly poor,
91% of customers will not return to the restaurant. Satisfied customers improve business and dissatisfied customers ruin business (Anderson & Zemke, 1998;
Leland & Bailey, 1995). Therefore, customer satisfaction is important to be monitored and managed continually in the restaurants.

Restaurants must be aware of customer preferences and develop their services in line with targeted market needs and must effectively know how to manage
quality to increase the restaurant chance for success. The demographic profile of customers may also affect their satisfaction and loyalty towards the
restaurant. This suggests that restaurant may need to consider the demographic behavior of customers when developing service quality of the restaurant. This
study focuses on fine dining restaurant middle scale segment. This study will help to identify factors contributing to the success or failure of fine dining
restaurant positioning efforts. Those factors can be used by management to reposition the restaurant to improve or change the restaurant image in the
respective target market. The purpose of this study is to examine the relationship between customer loyalty and two perquisites: customer satisfaction and the
service quality of the fine dining restaurant segment from the point of view of customers. The data was collected from a cross-sectional survey of customers’
satisfaction at a fine dinning restaurant segment to examine their overall satisfaction and their likelihood to return back and recommending the restaurant.

2. LITERATURE REVIEW

2.1. SERVICE QUALITY

Service is kind of performance that is offered by one party to another and in corporeality is a must part of it (Kotler & keller, 2006). Lewis and Mitchell, (1990);

Dotchin and Oakland, (1994); Asubonteng, P.,McCleary, K.J. and Swan, (1996); Ducker (1991) defines service quality as “what the customer gets out and is willing

to pay for” rather than “what the supplier (of the service) puts in”. Customer expectations are beliefs about service delivery that function as standard or

reference points against which performance is judged (Zeithaml and Bitner, 2003).

Parasuraman et al. (1988) have developed the famous scale of service quality — SERVQUAL — to quantitatively measure service quality, which has 22-items to

assess service quality on five dimensions. The dimensions of SERVQUAL model were:

. Tangibles — physical attributes, physical facilities, equipment (for example, interior design), and appearance of personnel (for example, the appearance of
employees).

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & MANAGEMENT 69

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VoLUME No. 3(2013), I ssue No. 05 (MAY) | SSN 2231-5756

. Reliability — : the service provider’s ability to provide accurate and dependable services..

. Responsiveness — willingness to to assist its customers by providing fast and efficient service performances.

. Assurance — knowledge and courtesy of employees and their ability to inspire trust and confidence;

. Empathy — caring, the individualized attention the firm provides its customers. (Parasuraman et al., 1988).

The service quality dimensions that play a significant role in customer loyalty are reliability, empathy, and assurance. (Kheng et al., 2010). Research also proved
that tangibles and assurance has the most significant effect while empathy has the least significant effect on customer satisfaction. (Ahmed et al., 2010) In all
aspects, customers’ perceptions are comparatively higher than of their expectations of the Restaurant’s operation, and in fact the quality of offered services is
low. The research findings also show that in the effects of service quality on service loyalty, customer satisfaction plays the role of a mediator. In addition there
is @ meaningful and positive relation between all dimensions of service quality with customer's satisfaction and loyalty, which in both cases assurance and
tangibles have the most and the least relation with satisfaction and loyalty. (Mosahab et al., 2010). Service quality has also been defined as the result of a
comparison between the received service and the expected service (Gronroos, 1984).

2.2. CUSTOMER SATISFACTION

Zeithaml and Bitner, (2000) defines customer satisfaction is the customers’ evaluation of a product or service in terms of whether that service has met their
needs and expectations. Satisfaction is often measured as the gap between expectations to a product or a service, and how the actual performance of the
service corresponds to these expectations. That is, satisfaction is an evaluation of a service and is associated with to what extent a consumer likes or dislikes a
service (Baker & Crompton, 2000; Bosque & Martin, 2008; Truong & Foster, 2006; Zeithaml et al., 2009; Parasuraman et al., 1985). This is in accordance with
Bosque & Martin (2008, p. 553) who define satisfaction as “the consumer’s response to the congruence between performance and comparison standard”.
Satisfaction is described as “an evaluation of an emotion” (Hunt, 1977, pp. 459-460). A satisfied customer is six times more likely to repurchase a product and
share his experience with five or six other people (Grénroos, 2000; Zairi, 2000).

2.3. CUSTOMER LOYALTY

The concept of Loyalty may be understood as the consumer expectations or the predisposition to repurchase a product or service (Auh and Johnson, 2005).
Customer loyalty is defined as repeated purchasing and referring a company to other customers (Heskett et al., 1997) and generating positive and measurable
financial results (Duffy, 2003). Customer loyalty is concerned with the likelihood of customer returning, making business referrals, providing strong word-of-
mouth references and publicity (Bowen and Shoemaker, 1998).

2.4. THE CONCEPTUAL MODEL OF THE RESEARCH

An literature review pointed out that service quality, customer satisfaction and customer loyalty are related to each other. Service quality is positively related to
customer satisfaction and to customer loyalty. Besides there is a positive relationship between customer satisfaction and customer loyalty (Cavana et al, 2007;
Garland & Gendall, 2004; Henkel et al, 2006; Heskett et al, 1997).

The following conceptual model has been used in this article

FIGURE 1: PROPOSED MODEL OF THE CUSTOMER SATISFACTION MEDIATION OF CUSTOMER LOYALTY
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2.5. RELATIONSHIP BETWEEN SERVICE QUALITY AND CUSTOMER SATISFACTION

Researchers have studied the relationship between service quality and satisfaction. Customer satisfaction is a key consequence of service quality and can
determine the long-term success of a service organization (Parasuraman, Zeithaml, and Berry 1994). Parasuraman et al. (1988) specifically suggested that service
quality is an antecedent of customer satisfaction. However, there is much debate whether customer satisfaction is an antecedent of service quality judgments
(Parasuraman et al., 1985) or the other way round (Anderson and Sullivan, 1993; Taylor and Baker, 1994).

Some the relevant literature on service quality, we discovered that many scholars agree on the notion that a positive correlation exists between service quality
and customer satisfaction and identified service quality to be the primary factor that affects customer satisfaction (Zeithaml and Bitner, 1996; de Ruyter et al.,
1997). Thus,

H1: Service quality has a positive influence on customer satisfaction.

2.6. RELATIONSHIP BETWEEN CUSTOMER SATISFACTION AND CUSTOMER LOYALTY

Prerequisite of loyalty is satisfaction. A dissatisfied customer is more likely to search for information on alternatives and more likely to yield to competitor
overtures than a satisfied customer (Anderson and Srinivasan, 2003). However, satisfaction is not sufficient on its own to automatically lead to repeat purchases
or brand loyalty (Bloenier and Kasper, 1995). Shoemaker and Lewis (1999) found a weak link between customer satisfaction and brand loyalty in the casino
industry. Fornell, Johnson, Anderson, Cha, and Bryant (1996) stated that increased customers satisfaction also increases brand loyalty in terms of repurchase
likelihood and price tolerance given repurchase. According to Heskett et al. (1997) only 100% of satisfied customers become truly brand loyal and have relatively
high repurchase rates. In addition, Bowen and Chen (2001) stated that customers must be extremely satisfied to show brand loyalty.

Loverlock (1996) identified customer satisfaction as an important driving force for customer loyalty and demonstrated a marked positive correlation between
the two. Moreover, numerous studies conducted by several scholars have came to the same conclusion that customer satisfaction has direct influence over
customer loyalty and it is one of the key variables that determines customer loyalty (Anderson and Sullivan, 1993; Oliver, 1999). Thus,

H2: Satisfaction has a positive influence on customer loyalty.

2.7. RELATIONSHIP BETWEEN SERVICE QUALITY AND CUSTOMER LOYALTY

Customer satisfaction or dissatisfaction is a well-known and established concept in several sciences. In marketing and consumer research, customer satisfaction
has been used in order to describe differences between specific alternatives and brands Yi (1989).

Boulding et al. (1993) found positive relationship between service quality and repurchase intentions and willingness to recommend. Lenka et al. (2009) also
found that service quality has positive impact on customer loyalty. Thus,

H3: Service quality has a positive influence on customer loyalty.
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3. METHODOLOGY

This study uses convenience sampling. Customers were contacted through personal interview method. Variables for the study were service quality, customer
satisfaction and customer loyalty.
3.1. RESEARCH METHODOLOGY
The objective of this research is to clarify the relationship between three variables of service quality, customer satisfaction, and customer loyalty. This research
can be categorized as descriptive research based on the method of obtaining the considered data.
3.2. STATISTICAL POPULATION AND SAMPLE
The statistical population of this research is customers of a Sinjay Restaurant in Bangkalan, Indonesia. Since the statistical population was unlimited, therefore
the following formula was used to get the size of the sample:

Za /28

E 2
The variance of the obtained answers from the primary sample was 880.87, and by putting it in the above mentioned formula, the reliability level (a) was 95
percent, and estimate accuracy (E) was 5, and the sample size was 150. A total of 150 questionnaires were distributed by the researcher and 147 filled
questionnaires were received which shows 98.0 % response rate.

4. DATA ANALYSIS

4.1. RELIABILITY

Reliability is defined as the extent to which a questionnaire, test, observation or any measurement procedure produces the same results on repeated trials
(Babbie, 2004). Of course validity is more critical to research. ‘Validating that something is measured properly makes more sense than relying on that something
is measured properly’ (Field, 2009). A good measure must not only be reliable, but also valid. So a measure cannot be valid unless it is reliable, but a reliable
measure may not be valid. Nevertheless, to be complete, the reliability of the answers is measures by studying the Cronbach’s alpha (a).

The Cronbach’s alpha ranges from zero to one, with zero indicating complete unreliability and a value of one indicating perfect reliability. According Gay (1992),
scale’s reliability coefficient is above 0.90, which shows that scale’s reliability is very well; 0.80 is the minimum acceptable reliability coefficient. Other scholars,
such as Nunnally (1978) believe that above 0.7 is acceptable reliability, if the research tools’ reliability is too low, below 0.6, which should be reconsidered The
Cronbach’s Alpha for the three constructs are mentioned in table 1.

TABLE 1: RELIABILITY STATISTICS

Construct Number of items | Cronbach’s Alpha
Service Quality 15 0,915
Customer Satisfaction | 5 0,859
Customer Loyalty 4 0,890

All dimensions’ Cronbach’s a coefficients are greater than 0.8. As a result, overall, the study’s variables internal stability and consistency are better, reliability is
higher, which shows the study’s variables corresponding measure indicators have strong relationship, that is to say the questionnaire in this study has good
reliability.

4.2. DESCRIPTIVE STATISTICS OF CONSTRUCTS

As we have seen, service quality is positively related to customer loyalty and customer satisfaction. There is a significant correlation between service quality and
customer satisfaction (H1) with a correlation coefficient r =.917, between customer satisfaction and customer loyalty with a correlation coefficient r = .919 (H2)
and between service quality and customer loyalty (H3) with a correlation coefficient r = .937.

TABLE 2: CORRELATIONS

Variables Customer | Service | Customer
Loyalty Quality | Satisfaction

Customer Pearson Correlation | 1 937*%* | 917**
Loyalty Sig. (2-tailed) R .000 .000

N 147 147 147
Service Pearson Correlation | .937*** 1 .919**
Quality Sig. (2-tailed) .000 .000 .000

N 147 377 147
Customer Pearson Correlation | .917** .919*%* | 1
Satisfaction | Sig. (2-tailed) .000 .000 .000

N 147 147 147

Note: ** Correlation is significant at the 0.01 level (2-tailed).
Table 2 shows the correlation between the independent and dependent variables. The table shows that all variables are significant at the level of 1%. 0.937 is
the correlation coefficient of service quality for customer’s loyalty which is significant so we conclude that there is a large (r=0.937) positive relationship
between service quality and customer’s loyalty. The table also shows that the p-value is 0.000 which is less than 0.01 thus H2 is rejected i.e. there is a no
relationship between service quality and customer’s satisfaction in Sinjay Restaurant. 0.919 is the correlation coefficient of customer’s loyalty for Customer
satisfaction which is significant so we conclude that there is a medium (r=0.919) positive relationship between customer satisfaction and customer’s loyalty. The
table also shows that the p-value is 0.000 which is less than 0.01 thus H3 is rejected i.e. there is a no relationship between customer satisfaction and customer’s
loyalty in Sinjay Restaurant. 0.917 is the correlation coefficient of customer’s satisfaction for customer’s loyalty which is significant so we conclude that there is a
medium (r=0.917) positive relationship between loyalty programs and customer’s loyalty.
To dig deeper into the variable service quality, there is made a regression analysis between all the components of it, and customers satisfaction and loyalty
(table 3). Results show that there are only positive correlations coefficients. Nevertheless, there is a clear difference visible in the strength of the correlation and
R square scores. Some service quality components (tangibles, empathy and assurance) have a lower correlation coefficient and explain less variance of customer
satisfaction and loyalty, than others (responsiveness and reliability). But, Field (2009) suggest, a correlation above 0,7 is normally indicated as a strong
correlation.

TABLE 3: PEARSON’S CORRELATIONS DIMENSIONS (N=147)

Customer Satisfaction | Rsquare | Customer Loyalty | Rsquare
Tangibles 0.736 0.542 0.713 0.508
Empathy 0.782 0.578 0.743 0.711
Responsiveness | 0.894 0.799 0.868 0.753
Reliability 0.903 0.815 0.916 0.839
Assurance 0.799 0.638 0.784 0.615

* Significant at the 0.01 level (2-tailed)
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There still is a change for a mediation effect as stated in the conceptual framework and suggested by other researchers. In several industries the direct
relationship between service quality and customer loyalty is caused by customer satisfaction. If a mediation effect is found in this research, so the business
model by focusing on creating satisfied customers instead.

The mediation effect is calculated by the different steps Verboon (2010) suggested. First, a regression analysis of service quality on customer satisfaction
indicates a positive regression coefficient of 0.195 (p <.000). So hypothesis 1 is confirmed.

TABLE 4: LINEAR REGRESSION SERVICE QUALITY AND CUSTOMER SATISFACTION

Unstandardized Standardized ¢ Sig.
B Std. Error Beta
(Constant) .387 147 1.956 .047
Service Quality* .187 .046 .195 4.024 .000

* Dependent Variable: Customer Satisfaction
The second step tests is a prediction of service quality on customer loyalty. The prediction of service quality on customer loyalty is high (0.358) and significant.
So hypothesis 2 is confirmed. While, the prediction of customer satisfaction on customer loyalty is 0.150 and significant. So hypothesis 3 is confirmed.

TABLE 5: LINEAR REGRESSION SERVICE QUALITY (MODEL 1) AND CUSTOMER SATISFACTION (MODEL 2) CUSTOMER LOYALTY

Model Unstandardized Coefficients | Standardized Coefficients | t Sig.
B Std. Error Beta
(Constant) 475 .243 1.952 | .052
Model 1 | Service Quality .530 .095 .358 5.608 | .000
Model 2 | Customer satisfaction | .168 .073 .150 2.287 | .023

* Dependent Variable: Customer Loyalty

5. DISCUSSIONS AND CONCLUSIONS

This research study was conducted to find the impact of service quality and customer satisfaction on customer’s loyalty in Sinjay Restaurant. Research indicates
that service quality, and customer satisfaction are the important factors that can increase the loyalty of a customer towards its restaurant but customers are
slightly satisfied with the services of restaurant operating in Bangkalan, Indonesia. Hence in order to be successful, restaurants should focus on building
customer loyalty by offering quality products and by treating people how they want to be treated for better and greater customer satisfaction. For that reason
restaurants should offer loyalty programs to retain customers because loyalty programs helps in developing strong relationships with all the customers that
could directly or indirectly affect the success of restaurants.

In addition, findings of this research show that there is a positive and meaningful relation among all fivefold dimensions of service quality with satisfaction and
loyalty, which in both cases assurance and tangibles have the most and the least relation with satisfaction and loyalty. In other words, it sees that tangibles can
be considered as health factors, and assurance as motivational factor. In addition, the fivefold dimensions of service quality can be observed from another point
of view. In fact, these dimensions can be divided into two more general dimensions of resulted and processed. The resulted dimension includes reliability
dimension, and the processed dimension includes other dimensions (tangibles, responsiveness, assurance, and empathy). Findings of this part too, show that
both resulted and processed dimensions have a positive and meaningful relation with satisfaction and loyalty. But the important point is that there is significant
relation between the processed dimensions and satisfaction and loyalty.

6. LIMITATION

This research was conducted in one restaurant in Bangkalan-Indonesia, thus may not be generalizable to other restaurant. Therefore, more restaurants need to
be investigated. It is also suggested that other related factors of service quality such as internal marketing, HR, organizational behavior and leadership to be
included in the future researches.
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