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ABSTRAK

Penelitian ini dilakukan guna mengetahui bagaimana pengaruh service quality dan corporate reputation terhadap
loyalty, baik secara langsung ataupun tidak langsung melalui trust. Penelitian ini mengimplementasikan metode
survei, dimana, kuesioner digunakan sebagai alat untuk mengumpulkan data yang diperlukan pada penelitian ini.
Sebanyak 200 responden berpartisipasi pada penelitian ini, dimana, dari 200 data yang terkumpul, sebanyak 191
data dinyatakan valid, reliable dan dapat digunakan untuk selanjutnya diproses pada penelitian ini. Data selanutnya
dianalisa dengan metode partial least squares-structural equation modelling (PLS-SEM). Berdasarkan hasil analisis
data yang diperoleh, peneliti dapat menyimpulkan bahwa service quality dan corporate reputation berpengaruh
positif terhadap loyalty, baik secara langsung ataupun tidak langsung melalui trust pada industri Perhotelan di
Indonesia.

Kata Kunci: Service Quality, Corporate Reputation, Customer Loyalty, Trust, Indonesian Hospitality Sector

ABSTRACT

This research was conducted in order to determine the impact of service quality and corporate reputation toward
customer loyalty, both directly and indirectly through trust in the Indonesian hospitality sector. This research
implements ssurvey method, in which quaestionnaires were utilized as the tools to collect all of the data required for
the completion of this study. A total od 200 respondents participate in this study, in which, out of 200, 191 data had
been deemed valid, reliable and usable to be further processed in this research. All of the data then were analyzed
using partial least squares-structural equation modeling (PLS-SEM) method. Based on the results of the data
analysis, author would like to conclude that both service quality and corporate reputation had a positive impact on
customer loyalty, both directly and indirectly through trust in the Indonesian hospitality sector.

Keywords: Service Quality, Corporate Reputation, Customer Loyalty, Trust, Indonesian Hospitality Sector.

1. INTRODUCTION

Research Introduction

Loyalty had been extensively studied or determined to be one of the most important factor or
variable which could crucially determine a company’s success in the market, regardless of the
industry (Sivadas & Baker-Prewitt, 2000). It is mainly because loyalty, unlike any other
variables, serve as an important determinant which, not only could affect people’s judgement
toward the company, but could also determine a company’s survival on the industry by affecting
customers’ perception and action as to whether or not customers will buy or use the same
product or service manufactured or sold by the company repeatedly (Caruana, 2002; Yee et al.,
2010; Nyadzayo & Khajehzadeh, 2016). If a company failed to induce loyalty in the consumers’
mind, then there’s a chance or risk that consumers could move out to search for the same or
similar products/services sold by the competitors. Thus, regarding this scenario, it is safe to say
that there’s a chance that the company will be “left behind” by it’s competitors when they’ve
successfully snatch or make the consumers move in their direction, since not only that customers
are the main sources of income for the company (since they’re the one who pay the
products/services sold or offered by a company), but also because customers are the main factors
which could drive the success of the company in the long term. Therefore, talking or discussing
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about loyalty, people shouldn’t perceive it as a tool which could be utilized only in order to
attract and make people buy our products or services but also as an important tool which could
affect people or consumers’ intention to further re-purchase or re-buy the products or services
form the exact same company in the future. Furthermore, loyalty should also be understood as an
important aspect which could retain the number of customers that a company had, and
preventing them from buying the products or services sold by the competitors. Moreover, loyalty
could also serve as an important and critical aspect which could affect the company’s capability
of maintaining and gaining a larger amount of market share in the market and the industry
(Chang et al., 2009). Therefore, every single company in this world, regardless of the industry,
should be able to understand the massive importance of loyalty in order to achieve their goals
and success within the industry.

Previous studies had underlined the importance of service quality, corporate reputation and trust
in affecting customer loyalty in the hospitality or the hotel industry all around the world. Could
be understood as how people perceive and compare the quality of the service performed or
offered by a hotel with their own expectation, service quality has topped the rank as perhaps one
of the most important aspect which could determine a company’s success within the service
industry, an industry which, unlike the other industry, put more emphasize on the form and
quality of the services offered to consumers rather than the products sold to consumers (Akbaba,
2006; Quinn et al., 2009; Keith and Simmers, 2013). And hotel industry is certainly and
undoubtedly fall into this category. Despite offering and selling certain types of products to all of
it’s guests, people still exclusively judge the quality and the credibility of a hotel not from the
tangible products that it sold, but mainly from the quality or the form of service offered to the
consumers (or guests). It is mainly because despite for the fact that people are coming to a hotel
for various reasons (for examples: stay, meeting, swim, or even for having a breakfast, lunch or
dinner), people had a strong tendency to take a more detailed look at the courtesy and the manner
shown by the staffs in catering all of the consumers’ needs rather than looking at the quality of
the tangible aspects offered by the hotel. Furthermore, people or consumers also had a strong
tendency to compare the quality performed at one hotel to another (competitors), which make
service quality an important factor which shouldn’t be overlooked by companies specializing in
the service sector all across the world (Victorino et al., 2005; Wu and Ko, 2013).

Meanwhile, corporate reputation could also perceived as an equally important role which could
affect people’s judgement toward the brand or a company, which could ultimately affect their
thought on whether or not they will stay in the same hotel in the future. Defined as people’s
judgements toward certain brands or companies, coeporate reputation also plays a crucial role in
affecting people’s intention to re-stay in the same hotel in the future due to the fact that it could
alter people’s thoughts, judgements or even attitude toward the brand or company. In regard with
this concept, there will be a strong probability or possibility that people will buy or use (and
ultimately re-buy) the product manufactured or sold by companies which had a positive
reputation in the market as compare to those which reputation was deemd as negative or bad due
to some unethical, illegal or irresponsible activities conducted by the company. Therefore, every
single companies should pay a thorough attention regarding the importance of establishing and
maintaining a positive reputation in the market in otder to boost people’s confidence and
willingness to conduct transactional activities toward the companies. Furthermore, companies
ability to offer the highest level of quality regarding the service performed to consumers,
together with the companies ability to establish and and maintain a positive reputation will more
likely to result in the companies’ ability to induce trust in the consumers’ minds, which inturns
could positively affect people’s assessment and loyalty toward the company. Based on the
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introduction stated above, author would like to understand the role of both service quality and
corporate reputation in affecting consumers’ loyalty in the Indonesian hotle industry, both
directly and indirectly through trust.

Literature Review and Hypotheses Development

Service Quality

Service quality could be defined as people’s judgement toward the quality of the service
performed by a company (Johnston, 1995; Santos, 2003). Furthermore, service quality could also
be understood as people’s personal comparison between the expectation that they had regarding
the form or quality of the service that is about to be performed by the company with the real
service performed and felt by the consumers at a specific time and place (Parasuraman et al.,
2005). Moreover, service quality could also be understood people or consumers’ perception
regarding the quality of the service offered or conducted by the company relative with the similar
service offered by the other companies or competitors (Collier and Bienstock, 2006).

Corporate Reputation

Corporate reputation could be understood as people or public’s perception toward the company
which derived from people’s judgement regarding all of the activities conducted by a company in
the market (Caruana and Ewing, 2010). Furthermore, corporate reputation could also be
understood as people or public’s collective assessments or perceptions toward a company which
based on whether or not people or public view the activities conducted or performed by the
company is ethical (Nguyen and Leblanc, 2001; Chang, 2013).

Trust

Trust could be defined as people or public’s willingness to involve or take any risks associated
with doing some transactional activities toward a company (Harris and Goode, 2004; Victorino
et al., 2005). Moreover, trust could also be defined as people or consumers’ personal belief that a
company would and could fulfill their demand, or fulfill what had been promised to the
consumers beforehand (Zahedi and Song, 2008; Choi and La, 2013; Rasheed and Abadi, 2014).

Customer Loyalty

Loyalty could be defined as people of consumers’ willingness, not only to engage in
transactional activities with a company, but also to re-engage in the further transactional
activities toward the same company (Wilson, 2018). Furthermore, loyalty could also be
understood as consumers’ unwillingness to buy, use or purchase similar products or services
from the other companies (competitors) (Anwar et al., 2011; He et al., 2012). Similarly, Yee et
al., (2010) also define Customer loyalty as people’s personal action of keep buying products or
services from the same company, while recommending the company to the other people or
colleagues at the same time.

The Direct and Indirect Impact of Service Quality and Corporate Reputation on Loyalty
through Trust

Previous studies by Helm (2007) and Chang (2013 had found out that corporate or company’s
reputation could positively affect customer loyalty, in which it affects people’s intention to re-
visit, re-consume or re-buy the products sold by the same company in the future. Furthermore,
another studies conducted by Nguyen (2001) and De Leaniz and Del Bosque Rodriguez (2016)
also confirm that corporate image and reputation had a positive direct impact on people’s loyalty
toward the firm. Similarly, previous study by Chang (2013) also found that trust, together with
reputation had a positive impact on loyalty.
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In the other hand, regarding the impact of service quality on trust and loyalty, previous studies
conducted by both Kassim and Asiah Abdullah (2010) and Zehir et al., (2011) confirmed that
both service quality and trust had a positive impact on customer and brand loyalty. Furthermore,
another study by Sivadas and Baker-Prewitt (2000) also uncover the relationship between service
quality and loyalty, in which, both service quality and satisfaction have a significant impact on
people’s loyalty in re-visiting the same store or place in the futute. Furthermore, Segoro (2013)
also found that service quality had a positive impact in increasing both the satisfaction and
loyalty in the consumers’ minds. Based on the previous studies explained and stated above,
author would like to posit several hypotheses in this research:

H1: Service Quality had a positive impact on Customer Loyalty

H2: Corporate Reputation had a positive impact on Customer Loyalty

H3: Service Quality had a positive impact on Customer Loyalty through Trust
H4: Service Quality had a positive impact on Customer Loyalty through Trust

Service
Quality

Customer Loyalty

Corporate
Reputation

Figure 1. Research Model
Sources: Author’s Personal Conception (2020)

2. RESEARCH METHODOLOGY

This research utilizes survey method, in which questionnaire was chosen as the instrument to
collect all of the data needed for this research. There are two parts in this questionnaire, in which
the first part contains the questions regarding the demographics of the respondents. In the other
hand, the second part of this questionnaire contains a total of 25 items which represent all 3
variables analyzed in this research. From the total of 25 items, 15 items representing variable
Service Quality (which consisted of five (5) SERVQUAL dimensions) were adapted from
Wilson et al., (2019); 5 items represent variable Corporate Reputation were adapted from, and 5
items which represent variable Customer loyalty were adapted from.

Furthermore, Interval scale with 5-Point Likert Scale method was also used in this research, in
which each respondent was asked to give their respond regarding each statement presented on
the second part of this questionnaire, which was consisted of “1” to reflect their strong
disagreement toward the statement, “2” to reflect their disagreement toward the statement, “3”
to reflect that they are neither agree nor disagree toward the statement, “4” to reflect their
agreement toward the statement, and “5” to reflect their strong agreement toward the statement.
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Regarding the amount of sample size determined in this research, Hair et al. (2010) stated that a
total between 150 to 400 sample size were the right number for a research or study using both
structural equation modeling and partial least squares-structural equation modeling approach
(PLS-SEM). Moreover, Wilson & Makmud (2018) had also stated that for a multivariate
research, a total of sample size between 150 to 300 respondents had been deemed appropriate.
Furthermore, previous research by Zhou et al., (2009) also underlined that for a research, the
total number of sample size determined by researchers should exceed 200. Based on the theories
stated above, a total of 200 sample size was determined and set for this research.

A total of 200 respondents participated in this research, in which, respondents who were chosen
are the those who’ve visited either a four or five-star hotels which are located in all across
Indonesia for at least three times in the past two years (regardless of the respondents’ reasons to
visit the hotel). Furthermore, the data used in this research were collected from respondents who
lived in Jakarta and Tangerang. After distributing all of the questionnaires to all pre-determined
respondents, author would like to conclude that the response rate of this research is 100% since
all 200 questionnaires were completely filled and returned. After further assessment was made
regarding the response given in the questionnaires, all data generated from the questionnaires
were deemed valid and usable. Therefore, data collected from a total of 200 questionnaires were
used and processed in this research.

Based on the results of the data analysis regarding the profile of the respondents, Most of the
respondents are male (57%), and most of them are staying at the hotel for leisure or vacation
purpose (64%). After conducting the demographics analysis on the respondents, data were then
analyzed using partial least square-structural equation modeling (PLS-SEM) using SmartPLS
3.2.8 software in order to determine the validity and reliability of the model, and to determine the
relationship between variables.

3. RESULTS AND DISCUSSIONS

All of the data from the questionnaires were processed using Partial Least Squares-Structural
Equation Modeling (PLS-SEM) method by using SmartPLS 3.2.8 software. Using PLS-SEM
method, the outer model and inner model measurement needed to be conducted to determine the
relationship between variables and to test the hypotheses proposed in this research

Outer Model and Inner Model Analysis

The outer model analysis need to be assessed beforehand in order to confirm the validity and the
reliability of the model. In the outer model analysis, several criteria needed to be fulfilled in
order for a model to be classified as valid and reliable, and in order for the inner model analysis
to be conducted. Several criteria that required to be fulfilled are: The value of AVE should be
above 0.5 and the value of AVE of each latent construct should be higher than the construct’s
highest squared correlation with any other latent construct (fornell-larcker criterion) as suggested
by Zhou et al., (2009) and Hair et al., (2011); the factor loadings value of each indicators should
exceed 0.5 as suggested by Barclay et al., (1995); and the value of both composite reliability and
cronbach’s alpha should be greater than 0.7 as suggested by Ebert (2010) and Peterson (1994).

Based on the results of the outer model analysis, it could be concluded that the model had
fulfilled all criteria set or described in the outer model analysis. The factor loadings value of each
items had exceeded the cut-off value of 0.50, while the AVE, cronbach’s alpha and the
composite reliability of all variables had exceeded the minimum acceptance value of 0.50, 0.70,
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and 0.70 respectively. Furthermore, the value of AVE of each latent construct had been higher
than the construct’s highest squared correlation with any other latent construct. Based on these
results, it could be concluded that the data and the model had fulfilled all criteria set in the outer
model analysis. Therefore, the inner model analysis could be further conducted on the data and
the model. Furthermore, after completing the outer model analysis, the inner model analysis was
further conducted on the data and the model in order to determine the relationship between
variables. Moreover, data generated from the inner model analysis will be used as a benchmark
in terms of whether the hypotheses proposed or posited in this research were supported or
rejected. By implementing 5% of significance level, the cut-off value of 1.96 was set in this
analysis in order to determine whether the hypotheses were supported or rejected. Based on the
results generated on the inner model analysis, it was revealed that the t-value of all hypotheses
had exceeded the cut-off value of 1.96. which could be seen as a valid and unquestionable sign
that all hypotheses which are proposed in this research had been supported.

Table 1
Path Coeffciient Analysis and Hypotheses Testing Results
Source: Data Analysis (2019)

Hypotheses
Relationships T-Statistics Conclusions Testing

Conclusions

Service Quality had a Positive Impact on 3143 Significant H1 Supported
Customer Loyalty

Corporate Reputation had a Positive Impact on 2947 Significant H2 Supported
Customer Loyalty

Service Quality had a Positive Impact on N

2.836 Significant H3 S ted

Customer Loyalty through Trust gnifican upporte

Corporate Reputation had a Positive Impact on 2908 Significant H4 Supported

Customer Loyalty through Trust

Discussions

This research was conducted in order to determine whether or not both service quality and
corproste reputation play important and significant role in affecting customer loyalty in the
Indonesian hospitality industry, both directly and indirectly through trust. Based on the results of
the data analysis, it could be concluded that both service quality and corporate reputation had a
positive impact on customer loyalty, both directly and indirectly through trust. These results
further prove the importance of both variables in retaining and inducing loyalty in the
consumers’ mind in the Indonesian hospitality industry. Since most of the aspects presented or
offered by a hotel is intangible, people have a tendency to judge the quality of the hotel from the
service that was offered to them, rather than judging the quality of the hotel based on the tangible
goods or aspects possessed by the hotel. Therefore, every single hotel managers all around
Indonesia need to understand the importance of maintaining and improving the service offered to
the consumers all the time in order ot ensure that the exct same consumers will re-visit the hotel
again (regardless of the reason) in the future. Improving or enhancing the quality of the service
offered to consumers could also serve as an important factor which could prevent customers or
guests to visit or stay in the other hotel in the future. Furthermore, since corporate reputation also
turned out to be another variable which could positively affect people’s loyalty toward the hotel,
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each and every single hotels operating in Indonesia should be able to establish, maintain and
enhance the positive reputation that they had in order to further convince people and potential
customers that all of the activities and policies conducted and implemented by the hotels have
followed or are in accordance with all of the ethical and moral aspects believed by the public to
be positive, which in the end could enhance the positive reputation possessed by the hotel, thus
ensuring people’s favourability toward the hotel as compared to the other hotels in the industry.
Furthermore, maintaining and improving the quality of the service offered to consumers, while
improving the positive reputation possessed by the hotel at the same time could also increase the
level of trust in people’s minds toward the hotel, which in turns could make people to be loyal to
the hotel, while preventing them to “take a look” at the other hotels in the future.

4. CONCLUSIONS AND SUGGESTIONS

This research was conducted in order to determine whether or not both service quality and
corproate reputation play important and significant role in affecting customer loyalty in the
Indonesian hospitality industry, both directly and indirectly through trust. Based on the results of
the data analysis, author would like to conclude that both service quality and corporate reputation
had a positive impact on customer loyalty, both directly and indirectly through trust in the
Indonesian hospitality sector. Therefore, based on these conclusions, author suggest that hotels
all around Indonesia could keep improving, enhancing and maintaining the quality of their
service, while improving people’s favouritism toward the reputation of the hotel in order to
ensure that people will keep going, staying or visiting the hotel in the future.

Despite the rigorous and thorough nature of this research, several limitations still exist in this
research. First of all, this research was conducted only in Jakarta dn Tangerang, which might
hamper the generalizability of this research. Therefore, author suggest that future researchers
could conduct another study (using this topic) in the other region or even country outside
Indonesia, in order to enhance the variability of this topic. Moreover, this research was
conducted in the Indonesian hospitality industry, which might render the results of this research
unable to be generealized to the other industries. Therefore, author strongly suggests to future
researchers to conduct or examine the impact of the variables assessed in this study in the other
industries in order to increase the generalizability of this study.
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