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Abstract: The Main purpose of this study is to show the role of service quality, customer satisfaction and
corporate image on customer loyalty. The research population is bank customers in East Java who have high
involvement in decision making process. This study involved 250 respondents who came from retail customers
from five largest banks in Indonesia. The research results indicate that service quality has significant positive
effects on customer satisfaction, corporate image, and customer loyalty. Also, customer satisfaction has
significant positive effects on corporate image. Finally, both of customer satisfaction and corporate image are
found to have a significant positive effect on customer loyalty. The model indicates that corporate image has the
bigger effect on customer loyalty when compared with both service quality and customer satisfaction. Service
quality can enhance and create both of customer satisfaction and corporate image.he abstract should
summarize the content of the paper.
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I.  Introduction

The growing banking industry in Indonesia has led to competition for as many customers to raise funds
from the public as possible. According to the Financial Services Authority/ Otoritas Jasa Keuangan (OJK), in
early 2017 there are 116 brands of banks that operate and spread across Indonesia. It increases the difficulty of
reaching new customers and becomes a challenge to retain current customers. Service quality, customer
satisfaction and corporate image leads to opportunities to achieve new customer loyalty and retain current
customers. Companies that have been successfully marked promising consumer growth and always generate
loyal customers.

Today customers have the power of choosing, better at processing information and asking for the
highest value for them. Levitt [1] stated that consumers are unpredictable, highly varied, ever-changing, short-
sighted, stubborn and generally troublesome. The bank must understand the current situation and immediately
leave a bad habit, that is ignoring the interests of its customers to be satisfied through the quality of its services.
When this is ruled out, then the bank is preparing to accept the worst thing that could happen, that is abandoned
by its customers. Customers who have been achieved are treated as well as possible in order to grow their
loyalty to the bank. Therefore, the strategy to customers is adjusted to the business model and mission of the
bank so that the bank can recognize its customers better. Based on this case, this study aims to determine the
effect of service quality, customer satisfaction and corporate image of customer loyalty in Indonesia.

Il.  Literature Review

Service Quality

Specifically in the field of banking, service quality variable has become a major topic in the
development of service marketing theory alongside discussion of customer satisfaction variables [2], [3].
Anderson and Olsen [4] conclude that service quality to customers can retain the right customers. Therefore it
makes it a top priority to form customer equity and to retain profitable customers properly. Service quality is
seen as a competitive advantage for the organization to differentiate itself from other competitors. It is very
important to determine the long-term profit organization of the service organization. Good service will attract
potential customers and retain existing customers.

Service quality has become the main tool to know the level of customer satisfaction. The results of
several studies indicate that service quality has a positive effect on satisfaction [5], [6], [7], [8]. One of these
studies found that service quality has a positive significant impact on customer satisfaction. Knowledge of
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products and fast service were found to be the factors that are positively associated with overall satisfaction.
Research conducted in public sector banks and private sector banks [8].

Service quality becomes the determinant of customer loyalty [9]. According to Aydin and Zer,
corporate image also become the major antecedent of customer loyalty. Zameer et al. [10] found the influence
of service quality, customer satisfaction and corporate image on customer's perceived value that helps the
service sector, especially banks, how they can increase the perceived value of customers through improved
service quality, customer satisfaction and corporate image. So this research can draw the following hypothesis :

H1 : Service quality has a significant influence on customer satisfaction.
H2 : Service quality has a significant influence on corporate image.
H3 : Service quality has a significant influence on customer loyalty.

Customer Satisfaction

Oliver has stated that customer satisfaction and dissatisfaction regarding disconfirmation of consumer
expectations. Satisfaction has been defined as the level of emotional reactions from service experience [11].
Thus, satisfaction is based on direct past experience. Kandampully and Hu [12] stated that corporate image is
influenced both by service quality and customer satisfaction, which in turn influences customer loyalty. The
results of their research have shown that the key customer loyalty seems to be the coaching of a good corporate
image created by improving the quality of service and satisfying the customers. Loverlock [13] identified
customer satisfaction as an important driving force for customer loyalty and demonstrated a marked positive
correlation between the two. The results of research have shown that customer satisfaction has a direct influence
on customer loyalty. Customer satisfaction has become the main variable that has determined customer loyalty
[14], [15], [16]. This study creates the following hypotheses for further examination:
H4 : customer satisfaction has a significant influence on corporate image.
H5 : customer satisfaction has a significant influence on customer loyalty.

Corporate Image

Walters [17] stated that corporate image includes a consumer picture of organizational image,
functional image and merchandize image. The results of the study from Hatch et al. [18] stated that corporate
image encompasses the feelings of company employees and the perspectives of customers, sharcholders, the
media, the general public and external interested parties on the corporation. Two research results show that
corporate image and service quality as a form of customer loyalty [19], [9]. Nguyen and Leblanc [20], [21]
found that corporate image relates positively with customer loyalty. Their observations on the three sectors are
education, retail and telecommunications. They stated that corporate image is related to the physical and
behavioral attributes of the firm, such as business name, architecture, variety of products/services, and to the
impression of quality communicated by each person interacting with the firm’s clients. The following
hypothesis is going to be tested for further analysis:

H6 : corporate image has a significant influence on customer loyalty.
Customer Loyalty

Customer loyalty remains one of the most important factors in determining market competitiveness.
According to Griffin [22], the conceptualization of customer loyalty leads more to a form of behavior rather
than a form of attitude. Griffin has argued that through the loyalty of front-line employees to the company will
lead to a better quality of customer relationships. Frontline employees represent a representative of the
company's products and services. This can lead to the achievement of customer loyalty through their
performance. The performance of front-line employees will be delivered through service quality to customers.
Customer loyalty considered as backbone for firms as it is way for sustaining and increasing sales. As well as it
plays important role for increasing profits, as it is obvious from previous researches the cost of obtaining new
customers is much higher than to serve current customers [23].
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Figure 1: Conceptual Framework of The Proposed Study

Conceptual Framework

This framework is developed to show the relationship between service quality, corporate image and
customers satisfaction towards customer loyalty taken from the existing literature and predefined hypotheses.
The framework is shown in Figure 1as below.

I11.  Methodology

Data analysis technique used in this research is Structural Equation Model (SEM) which is set of
statistical techniques that have the ability to test a complex relationship framework. Software used is AMOS. As
for the data tabulation used SPSS 23 software. The data were collected from January - March 2017 using
sampling technique with sampling area in five cities in East Java. The five cities are Surabaya, Malang,
Sumenep, Jember and Tuban. According to Hair et al. [24], minimal data for SEM data analysis techniques as
many as 100 samples. The population in this study are bank customers in East Java who have high involvement
in the decision-making process. This study involved 250 respondents through data collection from
questionnaires and interviews. The Respondents are individual customers of the five largest banks in Indonesia.
The five banks are BRI, BCA, Mandiri, BNI, BTN. The number of respondents was taken each of 50 customers
for each bank

Question items based on indicators of the research variables are service quality, customer satisfaction,
corporate image and customer loyalty. The basic purpose of this survey is to find out how respondents think
about service quality, customer satisfaction, corporate image and customer loyalty with each bank.

IV.  Analysis Of Result
Analysis of the research results begins by examining the scale of measurements in this study that will
be used for regression analysis and establishing a structural model through the AMOS program as shown in
Figure 3. In Figure 2 shows the results of Confirmatory factor analysis (CFA) to test empirically the
measurement model. Use of validity and reliability test for the accuracy of research constructs. In addition,
using the maximum likelihood (ML) method will be examined fitnya model.

b
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Figure 2: Confirmatory factor analysis — CFA
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Reliability test based on o Cronbach and composite reliability (CR) values using CFA. As in Table 1
indicates that all constructs are greater than 0.60 which means that the measurement scale for analysis is
acceptable or reliable. The CR value is above the cut-off of 0.70. It shows that the stages in this study are
acceptable to reinforce the reliability of the construct as shown in Table 1. Test validity consists of three forms
of content, convergent, and discriminate validities. Content validity is done during the review and pervious
empiricall Researches literature. Convergent validity test was observed by observing factor loadings and
average variance extracted (AVE) values. The factor loadings value must be higher than 0.70 and the
recommended AVE value exceeds the value 0.50. Based on Table 1 it is fulfilled.

Table 1: Results for the Measurement Model

Construct Iltems |Factor loadingl AVE | CR | Cronbach’s o

SQ11 0.956
SQ12 0.921

Service Quality SQ13 0.864 0.941 | 0.952 0.952
SQ14 0.881
SQ15 0.843
Cl1 0.916

Corporate Image P 0857 0.853 | 0.877 0.871
CS1 0.952

Customer Satisfaction CS2 0.893 0.916 | 0.932 0.931
CS3 0.863
CL1 0.997
CL2 0.998

Customer Loyalty cL3 0.987 0.995 | 0.997 0.996
CL4 0.982

To test the discriminant validity, the root square of the AVE for each construct value must be more
than the correlation value between the constructs. Table 2 shows the root value of AVE greater than the
correlation between constructs.

Table 2: Correlations and Square Root of the AVE

Service Quality Corporate Image Cqstom_e r | Customer
Satisfaction Loyalty
Service Quality 0.893
Corporate Image 0.452 0.881
Customer Satisfaction 0.548 0.287 0.921
Customer Loyalty 0.608 0.463 0.491 0.988

Fit indices calculated for the measurement model indicated a good fit between the structural model and
data [25], [26], [27]. Table 3 provides the value of the fit indices of the model.

Table 3: Measurement Model Fit Indices

Fit indices Recommended Value Va_lue
Indices
Chi-Square (X¥ df) <3.00 2.671
Goodness of Fit Index (GFI) > 0.90 0.908
Normed Fit Index (NFI) > 0.90 0.969
Comparative Fit Index (CFI) > 0.90 0.977
Incremental Index of Fit (IFI) > 0.90 0.977
Relative Fit Index (RFI) >0.90 0.962
Tucker-Lewis Index (TLI) > 0.90 0.973
Root Mean Square Error of Approximation (RMSEA) <0.05 0.75

Regarding the hypothesis tests, as shown in Table 4, all the hypothesized relationships are supported in
the estimated structural model.

Table 4: Result of the Structural Model

Structural equations Coeff. (B) | t-values P Result
Service Quality Customer Satisfaction 0.26 4.178 ookl Supported
Service Quality Corporate Image 0.32 5.655 folalal Supported
Service Quality Customer Loyalty 0.24 4.042 *kk Supported
Customer Satisfaction Corporate Image 0.44 7.942 Hkk Supported
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Customer Satisfaction Customer Loyalty 0.19 3.556 faieied Supported
Corporate Image Customer Loyalty 0.38 6.082 il Supported

As shown in Fig. 3, service quality has significant positive effects on customer satisfaction (f = 0.26, t-
value = 4.178) and corporate image (= 0.32, tvalue = 5.655) and customer loyalty (= 0.24, t-value = 4.042).
Hence, H1, H2 and H3 are supported. Furthermore, customer satisfaction also has significant positive effects on
corporate image (B = 0.44, t-value =7.942) as well as customer loyalty (p = 0.19, t-value =3.556), indicating that
H4 and H5 are supported. Finally, a significant positive effect of corporate image on customer loyalty ( = 0.38,
t-value = 6.082) is also found, and thus H6 is supported.
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Figure. 3: Structural model

V.  Conclusions And Implications

The research results indicate that service quality has significant positive effects on customer
satisfaction, corporate image, and customer loyalty. Also, customer satisfcation has significant positive effects
on corporate image. Finally, both of customer satisfaction and corporate image are found to have a significant
positive effect on customer loyalty. The model indicates that corporate image has the bigger effect on customer
loyalty when compared with both service quality and customer satisfaction. Also service quality can enhance
and create both of customer satisfcation and corporate image. The results indicate that service quality makes a
significant contribution to the achievement of customer satisfaction and corporate image. Thus service quality
and customer satisfaction become the main thing in the formation of a good corporate image. Service quality,
customer satisfaction, and corporate image contribute to the attachment of customer loyalty. Aaker [28] stated
that a brand that does not have a loyal consumer base will be vulnerable to competitors. The advantage of
having loyal customers is the cost of maintaining them is cheaper than looking for new customers. In addition,
for competitors to seize loyal customers, costly. All companies must estimate the value of their customers'
existence. A bank with a branch system that maintains 5% of its customers to remain loyal will generate 85%
profit for the company [29] - The banking system in Indonesia is more appropriate with this system because of
its favorable geographical conditions. This system means that existing banks must develop themselves by
opening many branches with emphasis on branch operational efficiency and quality of branch services.

The results of this study suggest to the bank to seek services and products that suit and able to satisfy
customers not to lose them. The bank should provide special treatment to the loyal customers, but without
distinguishing the main services received by each customer. The loyal customer data owned by the bank will
help to understand the transaction pattern of the customer. From the previous description, there are two reasons
why this is done. Firstly, because the cost of acquiring new customers is more expensive than maintaining loyal
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customers. Second, the practical function of loyal customers are promoters for their consumption experience or
often called word of mouth and positive reference is the beginning of direct communication to the public. Banks
that focus on their customers will make the satisfaction of their customers as their target and marketing tool.

Further studies should research the impact of service quality, customer satisfaction and corporate image
on customer loyalty enhancement in different populations and in different contexts. In addition, further study is
needed on relationship marketing and customer relationship management to formulate a relationship marketing
strategy as a competitive advantage to retain their current customers through long-term and stable relationships
and seek feedback to improve customer satisfaction and loyalty.
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