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Abstract–The aims of this research is to determine the effect of service quality with customer
loyalty and customer satisfaction as a mediator between the relationship of service quality with
customer loyalty. This research was collected data from 100 respondents who were customers
who visited the Tourism Village in Badung Regency. The data were analyzed using structural
equation modeling with partial least square approach. The results indicate an insignificant direct
effect of service quality on customer loyalty. Significant direct influence on service quality with
customer satisfaction, and customer satisfaction with customer loyalty. Furthermore, the results
show an indirect effect between service quality and customer loyalty, which is mediated by
customer satisfaction. The findings was empirically indicate that service quality has a negative
effect on customer satisfaction. And customer satisfaction has a full mediating effect, customer
satisfaction is important explaining the quality of service to drive customer loyalty. Based on the
results it can be concluded that this research offers empirical evidence of the relationship of
service quality, customer satisfaction and customer loyalty. This research makes a theoretical
contribution to clarifying the high level of service quality increasing customer loyalty through
customer satisfaction.
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INTRODUCTION
In the midst of competitive business
competition there seems to be a changing trend
in competition where various companies invest
more to create loyal customers (Javed, 2017).
This is very important to note because tourism
is one of the businesses engaged in services, so
visitor loyalty is a very important benchmark
for the sustainability of its business (Akroush
et al., 2016). Customer loyalty is the decisionmaking behavior to make a continuous
purchase of the company's selected goods or
services (Kajenthiran, 2018). Factors that
influence customer loyalty are service quality
factors (Chhabra, 2018) and customer
satisfaction (Salome and Victor, 2014).
Service quality is the result of a comparison
between the services that are expected by
customers and the services actually received
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by customers (Bhatta & Durgapal, 2016). If
the service received is lower than the desired
expectation,
the
customer
will
feel
disappointed and if the service received is
higher than the desired expectation, the
customer will feel satisfied (Alma, 2009).
Quality of service namely reliability in service
and speed of responding to customer
complaints
can significantly influence
customer loyalty (Osarenkhoe, Komunda &
Byarugaba, 2015).
Quality of service, namely the clarity of
estimated work time is able to have a positive
and significant effect on customer intention to
visit again (Issn et al., 2019). Based on
previous research, there is a research gap that
service quality has a significant negative effect
on customer loyalty (Fernandes & Solimun,
2018).
The
quality
of
Telkomsel's
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telecommunications industry services that have
not met customer expectations, has led to
reduced levels of customer loyalty. Customer
satisfaction created by good service quality is
able to have a significant positive effect on
customer loyalty (Seesaiprai, 2016). Customer
satisfaction on company services positively
and significantly influences customer loyalty
(Javed, 2017). The company's ability to meet
customer expectations so as to create
satisfaction that has a significant positive
effect on customer intentions in returning visits
(Bahadur, Aziz & Zulfiqar, 2018). Perceived
customer satisfaction from overall company
services has been able to have a positive and
significant effect on customer loyalty
(Tripathi, 2018). Quality of service that is the
ability to respond to customer complaints and
complete service support facilities can have a
positive and significant effect on customer
satisfaction (Wantara, 2015). Service quality,
namely the speed of responding to customer
complaints and timely service has been able to
have a significant positive effect on customer
satisfaction (Subashini & Gopalsamy, 2016).
Thus, this research aims to determine the effect
of service quality with customer loyalty and
customer satisfaction as a mediator between
the relationship of service quality with
customer loyalty
CONCEPT AND HYPOTHESES
Service quality
Service quality is an important thing that
should be maintained by all persons who being
employee in certain company. Service quality
is the extent of the difference between
expectations and the reality of customers for
the services they get (Etgar & Galia, 2009). If
the service received is lower than the desired
expectation,
the
customer
will
feel
disappointed and will stop his relationship with
the service company (Alma, 2009). Service
quality can thus be defined as the difference
between customer expectations of service and
service perception. If expectations are greater
than performance, then perceived quality is
less than satisfactory and hence customer
dissatisfaction occurs (Bhatta & Durgapal,
2016).
Customer satisfaction
In general, customer satisfaction is a
feeling of pleasure or disappointment someone
who appears after comparing the performance
of the product results obtained with the
expected performance. If performance is below
expectations, then the customer becomes
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dissatisfied.
If
performance
meets
expectations, then the customer becomes very
satisfied or happy (Nurmalina, 2017).
Customer satisfaction with a product or
service, is actually something that is difficult
to obtain if the service company or industry
does not really understand what customers
expect. For products or services with the same
quality, can provide different levels of
satisfaction for different customers. Therefore,
a company must always pay attention to the
quality of products and services provided to
customers (Subashini & Gopalsamy, 2016).
Customer loyalty
Customer loyalty is a behavioral intention
of buyers to maintain relationships with
service providers (Sindwani & Goel, 2015).
The customer's willingness to use the
company's products and services repeatedly
over a long period of time and recommend the
company's products and services to the
surrounding environment. Customer loyalty is
often associated with the customer's
willingness to repeatedly buy goods or services
that are accompanied by psychological ties and
hold fast to the good of the company that
supplies the goods and services (Ismail &
Yunan, 2015). Customer loyalty is an
important element of the company, the success
of the company's profitability is influenced by
customers with the highest loyalty. Loyal
customers are more attractive to companies
because they tend to be less price sensitive and
tend to repurchase company products (Sandada
& Matibiri, 2016).
Quality of service and customer loyalty
Based on research conducted by (Kaura,
Prasad & Sharma, 2015) on retail banking in
India which states that service quality has a
positive and significant effect on customer
loyalty with assurance indicators that service
providers can solve customer problems, ease
of getting service. And supported by tangible
dimensions, namely modern bank facilities,
neat-looking bank employees. Able to
significantly increase customer loyalty.
(Akroush et al, 2016) research conducted on
tourism in Jordan, found that service quality
has a positive and significant effect on
customer loyalty where the assurance
dimension, namely the provision of
experienced and competent tour guides, staff
communicates in language that is easily
understood, provides services with a high level
of trust. And tangible dimensions, namely
accommodation and good tourism facilities,
good tourism infrastructure. Has been able to
CC-BY-SA 4.0 License
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increase the interest of tourists to visit.
H1: Service quality has a positive and
significant effect on customer loyalty.
Quality of service and customer satisfaction
In research of (Subashini & Gopalsamy,
2016) quality of service namely internet
banking services have been able to provide
convenience to customer transactions and
security of individual data that can be
entrusted to the bank has been able to
significantly increase customer satisfaction.
Research conducted by (Jahmani, 2017) on the
passenger service of Royal Jordanian airline
which found that fast service quality to
passengers was able to have a positive and
significant effect on customer satisfaction and
explained servqual indicators namely aircraft
physical facilities, timely check-in procedures,
willingness to help with problems passengers
and confidence in the safety of this flight. Able
to
significantly
influence
passenger
satisfaction.
H2: Service quality has a positive and
significant effect on customer satisfaction.
Customer satisfaction and customer loyalty
Research conducted by (Javed, 2017) on
the restaurant sector in Pakistan that found
results that satisfaction positively and
significantly affected customer loyalty,
explained the variable service quality,
consisting of speed of restaurant service,
restaurant facilities in modern and complete
Pakistan. Attractive interior of the building,
good quality cuisine, varied food product
innovations. Subsequent research carried out
by (Tripathi, 2018) of the restaurant industry in
Delhi India stated that satisfaction positively
and significantly affected customer loyalty.
Where explained the word of mouth variable
that is the ability to persuade customers to give
positive responses about this restaurant and
convey it to others. So that raises customer
satisfaction that is the visitor is satisfied with
the cuisine of this restaurant and wishes to visit
again.
H3: Customer satisfaction has a
significant positive effect on customer loyalty.
The mediating role of customer satisfaction
Quality of service consisting of servqual
methods, namely the company's physical
building, and a complete service support
facility can meet customer expectations.
Quality of service that exceeds customer
expectations creates customer satisfaction.
Satisfied customers will visit again and use the
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company's products repeatedly (Wantara,
2015). Quality of service will be able to
increase customer satisfaction, satisfied
customers will use the company's products and
services repeatedly over a long period of time.
Satisfaction that occurs will continuously be
able to realize customer loyalty. Loyal
customers will speak positively about the
company's products and recommend to friends
and relatives (Shahid Iqbal, Ul Hassan &
Habibah, 2018).
H4: Customer satisfaction mediates the
relationship between service quality and
customer loyalty.

Figure 1
Concept Research Framework

METHOD
This research was conducted in a tourist
village in Bali Badung regency, research data
were collected through a survey method with a
questionnaire instrument. This study collected
data on 100 respondents, namely tourists
visiting tourist villages in Badung Regency.
With 60% male respondents and 40% female
respondents, 65% secondary education level,
8% diploma, 27% Bachelor degree.
Classification in the age of 17-30 is 30%, age
31-40 is 40%, age 41-50 is 30%. Then the
questionnaire was analyzed by PLS analysis,
the questionnaire measurement was modified
in five-point Likert scale. This research was
conducted empirically to evaluate the proposed
framework by examining 4 hypotheses.
RESULT AND DISCUSSION
Validity Test Result
The reflective constructs of convergent
validity in this study are shown in Table 1. The
instrument used in this study fulfills the
validity criteria (convergent validity), because
all construct indicators have correlation values
exceeding 0.50. Based on Table 2, it can be
seen that building correlations with these
indicators is higher than correlation indicators
with other constructs. This shows that the
latent construct of indicator predictions on
CC-BY-SA 4.0 License
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their blocks is better than other block
indicators.
Table 1.
Convergent Validity

Construct

Indicator

Correlation

Information

0,928

Valid

0,910

Valid

0,927

Valid

0,908

Valid

0,938

Valid

0,943
0,922
0,863
0,870

Valid
Valid
Valid
Valid

0,974
0,976

Valid
Valid

Customers recommend this attraction to friends or relatives
(Y2.3)

0,965

Valid

Customers try other objects in this tourist village (Y2.4)

0,966

Valid

(Reliability)
Timely operating hours (X1.1)
The tourist village helps with visitor problems (X1.2)
(Tangibles)
Visually attractive natural village touristic village (X2.1)
Spacious and convenient parking facilities (X2.2)
(Assurance)
Village tourism provides information needed by visitors
(X3.1)

Service
Quality
(X)

Village tourism prioritizes visitor safety (X3.2)
(Empathy)
Village tourism gives attention to visitors (X4.1)
The tourist village pays attention to the comfort of visitors
(X4.2)
(Responsiveness)

Customer
Satisfaction
(Y1)

Customer
Loyalty
(Y2)

The tourist village helps the needs of visitors (X5.1)
The tourist village tells the exact service time (X5.2)
Customer Satisfaction
The feeling of pleasure visiting this tourist village (Y1.1)
Visiting this tourist village exceeds expectations (Y1.2)
Feeling satisfied with the services provided (Y1.3)
Talk about positive things about this tourist village (Y1.4)
Customer Loyalty
Customers return to visit this tourist village (Y2.1)
Customers do not consider other tourist villages (Y2.2)

Reliability Test Result
The construct can be stated to be reliable
if the composite reliability value and alpha
cronchbach are above 0.7 following smart PLS
output shown in table 2.
Tabel 2
Reliability Test Result

No
1

2
3

Variable
Service
Quality (X)
Customer
Satisfaction
(Y1)
Customer
Loyalty
(Y2)

Cronbach’s
Alpha

Information

0,946

Reliabel

0,914

Reliabel

0,978

Reliabel

Jurnal Ekonomi dan Bisnis Jagaditha EISSN 2579-8162

The result of reliability output with
Cronbach'h service quality is 0.946, customer
satisfaction is 0.914, and customer loyalty is
0.978 which means all items are reliable
because the value exceeds 0.70 (Latan &
Ghozali, 2012). Structural model testing is
done by looking at the value of R-Square,
which is suitable for the good of the model.
Statistical test results using PLS can be
seen in Figure 1. Hypotheses 1 and 2 do not
support the theory, and hypotheses 3 and 4
support the theory.
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villages. Feeling happy when visiting and
satisfaction with the services provided creates
repeat visits from customers.

Figure 2
The complete model of the relationship between service
quality, customer satisfaction, and customer loyalty

Effect of service quality on customer
loyalty.
Service quality was found to be related to
customer loyalty (β = -0.90, p = 0.413> 0.05).
The results of the study showed that the quality
of service had a significant negative effect on
customer loyalty with a value of - 0.90. This
research revealed that the higher the quality of
service, the lower the customer loyalty, but not
significantly. The results of this study reject
previous research by Akroush et al. (2016)
research conducted on tourism in Jordan.
Improved service quality from physical
evidence of attractive natural landscapes,
parking facilities and the convenience of
attractions have not been able to increase
customer loyalty, and the trend has decreased.
Effect of service quality on customer
satisfaction.
Also found a direct effect of service
quality on customer satisfaction (β = -0.223, p
= 0.05 <0.10). The results of this study
indicate that service quality has a significant
negative effect on customer satisfaction. The
results of this study reject previous research by
Subashini and Gopalsamy (2016), The quality
of services provided by tourism villages,
timeliness of service, paying attention to
visitors, unable to increase customer
satisfaction and tend to experience a
significant decrease.
The effect of customer satisfaction on
customer loyalty.
The results showed that customer
satisfaction had a significant influence on
customer loyalty (β = 0.287, p = 0.002 <0.05).
The results showed that customer satisfaction
had a positive and significant effect on
customer loyalty. These results support Javed's
previous research (2017) on the restaurant
sector in Pakistan. Customer satisfaction
created by the quality of service is able to
remind customer loyalty in visiting tourist
Jurnal Ekonomi dan Bisnis Jagaditha EISSN 2579-8162

The role of customer satisfaction in
mediating the influence of service quality on
customer loyalty.
It was found that there was an indirect
effect of service quality on customer loyalty
through customer satisfaction (β = 0.510, p =
0.05). This means that customer satisfaction
fully mediates the relationship between service
quality and customer loyalty. This finding is
able to explain the quality of service namely
reliability and guarantee of increasing
customer satisfaction, and then customer
satisfaction has a significant influence on
customer loyalty. Where to get customer
loyalty, must be able to create customer
satisfaction first.
CONCLUSIONS
This study offers empirical evidence
about the relationship of service quality,
customer satisfaction, and customer loyalty.
Quality of service has a significant negative
effect on customer loyalty. Service quality has
a significant negative effect on customer
satisfaction. Customer satisfaction has a
positive and significant effect on customer
loyalty. And customer satisfaction fully
mediates the relationship between service
quality and customer loyalty. This research
makes a theoretical contribution to the role of
service quality in increasing customer loyalty,
through mediating customer satisfaction.
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