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Customer Satisfaction as a Mediator Variable
between Service Quality and Customer Loyalty
for a Bank in Indonesia
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This study aims to analyze the effect of service quality toward satisfaction and customer
loyalty for PT. BNI (Persero) Thk, Aceh Province. The article also analyses customer
satisfaction as a mediator variable between service quality and customer loyalty. The
sampling technique in the study was based on cluster and convenience sampling with
corresponding criteria; each respondent has a bank account and saving for at least one year.
The primary data were collected from respondents using the structured questionnaires. A
total of 220 questionnaires were distributed in five branch offices of PT. BNI (Persero) Tbk
operating in Aceh Province, namely the branchs of Lhokseumawe, Bireuen, Langsa, Sigli and
Meulaboh. The results showed that service quality has a significant and positive effect toward
satisfaction and customer loyalty for PT. BNI (Persero) Tbk Aceh Province. Meanwhile, the
variable of customer satisfaction can mediate the effect of service quality toward customer
loyalty. However, the study found that service quality is the important element in increasing
satisfaction and customer loyalty in national banking.
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1. Introduction

Competition in the banking industry is increasing. Each bank seeks to attract people to become its
customers. Programs are designed are aimed at diversifying the product, providing a variety of facilities and
promising rewards. This effort to prevent migration of customers to other brands and creating customer
satisfaction and making customers remain loyal to the brand of banking. In conditions of high competition,
the main thing that should be prioritized is to create customer satisfaction and maintain customer loyalty.

PT. Bank Negara Indonesia (Persero) Thk is one of the state banks that serve customers well. BNI
regard customers as an important asset in the banking system. BNI implementing service quality strategy with
the overriding goal of profit and can survive in a competitive competition. The products offered are very
diverse and are aimed to reach various groups of customers. There are several phenomena that arise in carrying
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out banking activities such as the lack of response to the BNI to customers. It can be seen from at least checkout
counter that operates to serve customers so that customers have to queue for a long time. ATM physical facility
that is still less effective and the cleanliness of the physical facilities are not maintained. This becomes a
disappointment for customers. It can also be seen in the level of development of the number of customers
during 2009 to 2013 in the province of Aceh.
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Figure 1. Evolution of customer number between 2009 and 2013
Source: PT. BNI (Persero) Thk Aceh Province, Indonesia

In 2009 the number of customers of BNI in the Aceh province was 87,349 persons (20 percent) of the
total over five years. In 2010, it decreased to 81,385 persons (18 percent). In 2011, it increased slightly as
many as 82,770 persons (18 percent). Meanwhile, in 2012 it has increased sharply to 94,561 persons (by 21
percent). Finally In 2013, it has increased again to many as 101,238 persons (by 23 percent).

Maintaining customer loyalty is the strategic policy for banking companies because it is part of the
company's strategy in the face of competitors and connects companies to the markets. Customer loyalty is
needed as an element in a competitive marketing strategy. The success of today’s businesses has become the
most important strategic goal because the loyal customers can increase revenues.

There are few studies that are relevant to this study as, Maiyaki and sanuri (2012) found that the
technical quality, the value and image of the banking retail have a positive influence on the intention to behave
in Nigeria. While functional quality does not have a significant relationship with the actual behavior of
customers. Siddiqi (2011) says that the quality of service, corporate image and customer value is positively
related to customer loyalty in the banking retail sector in Bangladesh. In Malaysia, Munusamy et al. (2010)
says that the tangibles have a significant influence on customer satisfaction while assurance, reliability,
empathy and responsiveness have no effect on customer satisfaction. Gan et al. (2006) in New Zealand
examined the retention of customers in the banking industry. The results showed that: (1) Satisfaction and
image have a positive influence on the value. (2) Satisfaction and Value have a positive influence on the
intention. (3) Competitive, satisfaction, value, image, the challenge have a positive influence on loyalty (4)
Intention and loyalty have a positive influence retention.

Local research specifically on Bank BNI in Indonesia, conducted by Yusmahdi (2013) says that there
is significant influence of service quality on customer trust and loyalty while the quality of service did not
affect to customer satisfaction. Putra (2012) found that service quality did not affect significant and positive
on loyalty of credit borrowers at BNI branch office SKC Malang. The study of Octariani (2008) found that
there is a strong and positive relationship between quality of service and satisfaction to customer loyalty.
Triyatati (2001) say that the value of the product, the value of service and value of employee and customer
satisfaction have is a significant and strong relationship. Bachri et al. (2016) says that the credibility, customer
value, satisfaction and loyalty are an important element in improving the performance of banks in Indonesia.

From some research above, there is a gap that can still be researched and contributed to with theoretical
perspectives. The authors use the variables quality of service, satisfaction and loyalty of customers at several
main branches in the Aceh Province. The variable of quality of services undertaken by previous researchers
still do not provide maximum results, meaning that there is no significant effect on results between service
quality on customer satisfaction and loyalty (Yusmahdi, 2013; Maiyaki and Sanuri, 2012; Munusamy et at.,
2010; Gan et al., 2006).

This research aims to look at the impact of service quality on customer satisfaction and its implication
to customer loyalty at PT. BNI Persero in Aceh Province, Indonesia.
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2. Literature Review

2.1.  Service Quality

Gaspersz (2002) defines quality as the totality of characteristics of a product and services that support
the ability to meet specified requirements. Quality is often defined as everything that satisfies customers or
conformity to the requirements or needs. Lupiyoadi and Hamdani (2011) say that the service quality has the
important essence for the company's strategy to defend them and achieve success in the face of competition.

Parasuraman et al. (1994) stated that the SERVQUAL measurement has more diagnostics and more
practical implications to assess the customer perception of service quality for a variety of service industries.
The five dimensions of service quality include: (1) tangibles (appearance of physical components); (2)
reliability (dependability of service provider and accuracy of performance); (3) responsiveness (promptness
and helpfulness); (4) assurance (knowledge and courtesy of employees and their ability to inspire trust and
confidence); and (5) empathy (caring, individualized attention the firm gives its customers).

2.2. Satisfaction

Kotler (2003) defines satisfaction as the feeling of being happy or disappointed as experienced after
comparing the perception of performance or the result of a product with expectations. Customer expectations
are formed and were based on several factors, including the shopping experience in the past, the opinion of
friends and relatives, as well as information and Promises Company and its competitors. Satisfaction can be
interpreted as an effort to fulfill something or make something adequate (Tjiptono, 2005). Rangkuti (2004)
explains that the meaning of customer satisfaction i.e., the difference between the rate of interest and perceived
performance or results.

Oliver (1980) explained that customer satisfaction entails the full meeting of customer expectation
of the products and services. If the perceived performance matches or even exceeds customers’ expectations
of services, they are satisfied. In the real world, unsatisfied customers tends to create negative word-
of-mouth and convey their negative impression to other customers (Newman, 2001). Lupiyoadi and Hamdani
(2011) says that the benefits received from measuring customer satisfaction is to increase customer loyalty,
prevent rotation / movement of customers, reduce price sensitivity, reduce the cost of marketing failures and
operating costs, improve advertising effectiveness and improve business reputation.

Kotler and Keller (2007) says that consumers want to buy a product with the hope will provide benefits
when used which is divided into three categories: performance or benefits of the product that has been
purchased and employed, compared with expectations, and the results of the assessment, which is divided into
three categories namely, (1) positive disconfirmation, when performance exceeded expectations yield high
satisfaction responses and will come back to repurchase. (2) Simple disconfirmation, where performance in
line with expectations implies a neutral response and affects the desire to repurchase. (3) The negative
disconfirmation, when performance is lower than expectations so there is no desire back to repurchase.

2.3. Loyalty
Loyalty is the attitude of the customer to make his choice to keep using a product or service from a
company. Attitude determines the selection and also to make a commitment to repurchase the company's

(Foster and Cadogan, 2000). According to Wulf et al. (2001) loyalty is the amount of consumer loyalty and

frequency of purchases made by a customer of a company. The authors managed to find that the quality of

integration consisting of satisfaction, trust and commitment has a positive relationship with loyalty. Lamb et
al. (2004) investigated the relationship between the received satisfactions and customer loyalty. Results
achieved an important justification as the reference that the relationship of customer satisfaction, with customer
loyalty is positive.

According to Oliver (1997), the variable of fidelity has four dimensions, among others:

1. Cognitive loyalty is about the perceptions about the ability to assess the bank at a glance with the following
indicators: (a) Knowing that when selecting and assessing a bank is a fetching the right decision. (b) Assess
that the ability of the selected bank is the best.

2. Affective loyalty implies the customer perception regarding the election to use the bank with the following
indicators: (a) Using the services and facilities provided. (b) Liking all the activities provided.

3. Conative loyalty represents the perception of consumers regarding the action to continue using the bank
with the following indicators: (a) Always stay would choose a bank. (b) The repurchase.

4. Action loyalty represents the opinion of the customers on the action to continue using the bank with a
higher commitment with the following indicators: (a) Provide positive information to others. (b) No change
in other banks.
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2.4. Relationship Between Variables and Hypotheses

Patel and Pithadia (2013) say that quality perception is an important factor that gives influence on
customer satisfaction at selected banks in Mehsana District Gujarat. Octariani (2008) says that there is a strong
and positive relationship between service quality and satisfaction on customer loyalty. Munusamy et al. (2010)
adds that service quality has a significant and positive impact on customer satisfaction. While Yusmahdi (2013)
stated that the quality of service does not provide a positive and significant impact on customer satisfaction.
The hypothesis that can be submitted is:

H1: There is influence of service quality on customer satisfaction at PT. BNI (Persero) Tbk. In Aceh
Province.

Putra (2013) finds that the quality of services has a significant and positive influence on customer
loyalty in commercial banks in Malang. Auka (2012) adds that simultaneously the quality of service, customer
value and customer satisfaction affect customer loyalty in commercial banking in Kenya. Ishaq (2012) argued
that the quality of service and customer value significantly affect customer loyalty to the telecommunications
industry of Pakistan. Siddigi and Omar (2011) prove that service quality and customer loyalty are positively
related to retail banking in Bangladesh. While Alireza et al. (2012) find that service quality has no significant
effect on customer loyalty to telecommunication companies in Iran. Similarly Maiyaki and Sanuri (2012) state
that functional quality has no significant effect on customer behavior intention in retail banking in Nigeria.
Hypotheses that can be submitted are:

H2: There is influence of service quality to customer loyalty at PT. BNI (Persero) Tbk. In Aceh
Province.

According to Calik and Balta (2006) states that customer satisfaction and loyalty is the effect of
receiving the quality of service performed by an organization. Suhartanto (2001) finds that customer
satisfaction will affect consumer behavior to recommend others, encourage friends or friends to, do business
with, consider as an option, first if you want to buy similar services, buy services in the future and inform the
good things from to others. Hypotheses that can be submitted are:

H3: There is influence of customer satisfaction to customer loyalty at PT. BNI (Persero) Tbk. In Aceh
Province.

3. Methodology

The aim of this study is to understand the influence of service quality toward customer satisfaction
and its implication on customer loyalty at PT. BNI (Persero) Aceh Province. The cluster and convenience
sampling technique were used for this study. Respondents were customers visiting the counters of banks and
they must have an account with PT. BNI (Persero) operating all branches in Aceh, namely the branches of
Banda Aceh, Lhokseumawe, Sigli, Bireuen, Meulaboh, and Langsa. The data were collected from personal
interviews using questionnaires.

A five-point Likert scale was used to measure customer perceptions of service quality, customer
satisfaction, and customer loyalty, ranging from “strongly disagree” (1) to “strongly agree” (5). Service quality
was measured by adapting and modifying indicators as suggested by Parasuraman et al. (1994); customer
satisfaction and loyalty adapting and modifying indicators indicators from Oliver (1997).

4. Analysis and Results

4.1. Respondents’ Profile

Table 1 reports the descriptive statistics of respondents in this study. A total of 250 questioners were
distributed and 210 were returned (84 percent response rate). The characteristic includes 119 male customers
(56.7 percent) and 91 female customers (43.3 percent). The dominantly respondents age is 21 — 30 years (33
percent) and works as Government employee (33.8 percent).

Table 1. Respondent profile

Frequency | Percent | Cumulative Percent
Gender
Male 119 56.7 56.7
Female 91 43.3 100.0
Age (year)
17-20 20 9.0 9.0
21-30 69 33.0 42.0
31-40 53 25.0 67.0
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41-50 56 27.0 94.0
50 and above 12 6.0 100.0
Occupation

Lecturer/Teacher 20 9.5 9.5
Private employee 32 15.2 24.7
Government employee 71 33.8 58.5
Businessman 40 19.0 77.5
Student 27 12.9 90.4
Other 20 9.6 100.0
Marital Status

Married 144 83.2 83.2
Single 29 16.8 100.0
Education

High School 20 11.6 11.6
Undergraduate 46 26.6 38.2
Graduate 87 50.3 88.4
Postgraduate 20 11.6 100.0

Source: SPSS Output, 2016

4.2. Structural Equation Model (SEM) Analysis

Confirmatory Factor Analysis

Confirmatory Factor Analysis test is conducted with a purpose to know the ability level of an
instrument or tool for collecting data by expressing main target of measurement. The CFA test in this research
is divided into two types, namely exogenous constructs and endogenous constructs. There is one exogenous
variable, namely service quality consisting of five dimensions, namely tangible, empathy, reliability,
responsiveness and assurance.

The tangible dimension consists of five indicators but, after being analysed, it has only four indicators
forming the dimension. The empathy dimension consists of nine indicators, but after being analysed it has only
seven forming indicators. The reliability dimension has seven indicators, but after being analysed it has only
four forming indicators. The responsiveness dimension has four indicators, after being analysed it has only
four forming indicators. Finally, the assurance dimension has six indicators, but after being analysed it has
only five forming indicators.

The endogenous construct in this research consists of two variables, namely customer satisfaction and
customer loyalty. The satisfaction has four valid indicators. The loyalty has seven indicators but after being
analysed it has only five forming indicators.

Measurement Model

The measurement model test is conducted to know the accuracy on manifest variable so that it can
describe on latent variable (Santoso, 2011). In this research, it is conducted the measurement model test on
exogenous construct and endogenous construct. The Measurement model for the exogenous constructs
covariance tangible, empathy, reliability, responsiveness and assurance. From the analysis, it shows that the
model has met the requirements. The first and second order analyses are also conducted; the first order shows
that all of forming indicators have had ideal loading factors so that for the first order, it has met the criteria.
Also for the second order, all of the forming indicators have had loading factor value to meet the criteria.
Meanwhile the Measurement model for endogenous constructs covariance the customer satisfaction and
loyalty variables. From some Goodness of Fit Test criteria, these show GFI, AGFI, TLI, CFl, RMSEA, CMIN
and P-Value values to meet the requirements for model properness. However the exogenous and endogenous
constructs can be united in the following analysis.

Structural Model

The testing of the structural model is conducted in two stages. The first stage implies exploring the
extent of the formed basic model in this research to meet the goodness of fit criteria so that the model can
describe on the research phenomena. The second stage shows the ideal model through modification indices.
Both models can be seen in figures 2 and 3, and tables 2 and 3.
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Figure 2. SEM results for Basic Model
Table 2. SEM results for Basic Model
Criteria Cut off | Results
Chi square p>0.05 | 683.112
Goodness of fit index (GFI) >0.90 | 0.808
Adjusted Goodness of fit index (AGFI) >0.90 | 0.774
Tucker Lewis Index (TLI) >0.95 | 0.910
Comparative Fit Index (CFI) >0.95 | 0.917
Root Mean Square Error of Approximation (RMSEA) | <0.08 | 0.050
CMIN <=2 1.43
P-value >0.05 | 0.000

-29

21

Fit Values
Chi Square = 499.965
df = 467
GFl = 844
AGFI=.813
TLI = .984
CFl =.286
RMSEA = .021
NORMEDCHISQ = 1.071
p-value = 14

Figure 2. SEM results for the Model with Modification Indices

Table 3. SEM results for the Model with Modification Indices

Criteria Cut off | Results | Conclusion
Chi square p>0.05 | 499.965 | Good
Goodness of fit index (GFI) >0.90 | 0.844 Marginal
Adjusted Goodness of fit index (AGFI) >0.90 | 0.813 Marginal
Tucker Lewis Index (TLI) >0.95 | 0.984 Good
Comparative Fit Index (CFI) >0.95 | 0.986 Good

Root Mean Square Error of Approximation (RMSEA) | <0.08 | 0.021 Good
CMIN <=2 1.71 Good
P-value >0.05 | 0.141 Good

The basic model has yet to meet the criteria of model properness, among others from the GFI, AGFl,
TLI, CFl and P-Value values. There are only a good criteria in Chi Square, RMSEA and CMIN. This model
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can yet represent the phenomena in banking industry in Aceh Province. The second model is the modification
indices, this model shows that the criteria have meet although there are two requirements with marginal values,
(rather good), namely GFI and AGFI. The CMIN and P-Value values are the main requirements that have to
be met in this model.

Estimation on Parameter Values

Estimations on parameter values aim to show the amount of coefficient value of a variable. This
coefficient value is also used for the hypotheses testing that have been formulated. To see the amount of
coefficient value of each variable, it is used to estimate standardized regression weights such as seen in the
following table (Table 4).

Table 4. Estimation on Parameter Values

Examined relationship Estimate Estimate SE. | CR. P
Unstandardized | Standardized

Responsiveness | <--- | Service Quality .793 425 233 | 3.401 | ***
Tangible <--- | Service Quality .642 .346 .233 | 2.760 | .006
Assurance <--- | Service Quality 557 427 174 | 3.194 | .001
Reliability <--- | Service Quality 1.000 .940

Empathy <--- | Service Quality .634 404 187 | 3.398 | ***
Satisfaction <--- | Service Quality 244 .205 .118 | 2.058 | .040
Loyalty <--- | Service Quality .681 .530 163 | 4.188 | ***
Loyalty <--- | Satisfaction 241 223 .083 | 2.913 | .004

Source: Amos Output, 2016

Estimation value of service quality on the customer satisfaction is 0.205 with a significance of 0.040,
that is smaller than o = 0.05. The Critical Ratio (CR) value is 2.058 which is greater than Z = 1.96. This means
that the service quality significantly and positively affects the customer satisfaction at PT. BNI (Persero) Tbk.
in Aceh Province.

The estimation value of service quality on the customer loyalty is 0.530 with a significance of 0,000
which is smaller than o = 0.05. The Critical Ratio (CR) value is 4.188 which is greater than Z = 1.96. This
means that the service quality significantly and positively affects the customer loyalty at PT. BNI (Persero)
Tbk. in Aceh Province.

Estimation value of customer satisfaction on the customer loyalty is 0.223 with a significance of 0.004
which is smaller than o = 0.05. The Critical Ratio (CR) value is 2.913 which is greater than Z = 1.96. This
means that the customer satisfaction significantly and positively affects the customer loyalty at PT. BNI
(Persero) Tbk. in Aceh Province.

Testing the Mediator Variable

The mediator variable model is introduced by Baron and Kenny (1986). Baron and Kenny described
the procedure of mediated variable analysis in a simple manner through regression. The analysis path in this
research can be seen in the following figure.

Satisfaction
Path a =0.205 Path b=0.223

(not sig.) (sig. 0.004)
Path ¢ =0.530

. . (sig. 0.000) R

Service quality | ——————— -2 Loyalty
Path ¢’ = 0.046
(no sig.)

Figure 4. Mediated Model for this research

Based on figure 4 above, it can be described that path a significantly affects customer satisfaction.
Path ¢ significantly affects loyalty, but the path ¢’ does not significantly affect loyalty. This path correlation is
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based on the opinion by Baron and Kenny (1986), so it can be concluded that the customer satisfaction variable
can serve as a partial mediator variable between service quality on loyalty at PT. BNI (Persero) Tbk. in Aceh
Province.

5. Conclusions

5.1. Research Implications

These research results can provide various implication, both theoretically and practically. The research
results obtained show positive and significant effects of service quality on customer satisfaction and customer
loyalty, and customer satisfaction can partially mediate the relationship between service quality and customer
loyalty for PT. BNI (Persero) Tbk Aceh Province. Based on the theory expressed by Parasuraman et al. (1994);
Lupiyoadi and Hamdani (2011) said that the quality of service has an essential importance for the company's
strategy to defend itself and achieve success in the face of competition.

Patel and Pithadia (2013) say that the perception of quality is an important factor that gives a positive
effect on customer satisfaction on selected banks. Auka (2012) adds that service quality and customer
satisfaction can improve and maintain customer loyalty in commercial banking. Suhartanto (2001) says that
customer satisfaction will affect consumer behavior to recommend others.

This research also proves the theory stating that service quality is essential in improving customer
satisfaction and loyalty directly or indirectly. These research results show that PT. BNI (Persero) Thk in Aceh
Province has good service quality. Its implication is that PT. BNI (Persero) Thk must maintain and improve
its service quality in order to improve customer satisfaction and loyalty directly or indirectly. High customer
satisfaction can imply that customer loyalty directly improves the growth and profit of PT. BNI (Persero) Thk
in Aceh Province.

5.2.Conclusion

PT. BNI (Persero) Thk in Aceh Province have good service quality. This good service quality can
improve customer satisfaction in getting bank services. Good service quality and high customer satisfaction
can improve customer loyalty on the banking products, services and company in Aceh Province. The service
quality variable with five dimensions, namely tangible, empathy, responsiveness, reliability and assurance
affects significantly and positively on the customer satisfaction by bank customers in Aceh Province. This is
consistent to Patel and Pithadia (2013) stating that service quality has positive correlation with customer
satisfaction. Than service quality has significant and positive effect on customer loyalty (Siddigi, 2011; Gan
et al., 2006). The customer satisfaction can mediate appropriately the correlation of service quality and
customer loyalty. This research is consistent to a research by Octariani (2008) stating that customer satisfaction
can be as mediator variable between service quality and customer loyalty.

5.3. Recommendation

Although there is a good service quality provided by the banks in Aceh province, as perceived by their
customers, it is necessary for companies to keep maintaining and improving the service quality, mainly in
empathy dimension by improving employees’ knowledge and capability. Meanwhile to improve the
credibility, it can be by providing training and education concerning sharia product and service comprehension
so that it can improve customer satisfaction. Although there is high customer satisfaction banks in Aceh
Province, the bank party should keep maintaining the commitment by creating Internet Information technology
application that can be accessed easily for banking transactions. The use of this information technology
innovation can improve duration of correlation between the banking and customers. To maintain and improve
customer loyalty, companies should update and utilize their facilities optimally to prevent any disappointment
in providing services and improve repeated purchase on products and services in Aceh Province.
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