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ABSTRACT

Indonesia’s hotel industry has seen tremendous expansion over the past ten years due to the country’s
expanding demand. However, global travel, tourism, and hospitality have all been severely and widely
impacted by Covid-19. The condition even started before the pandemic, which was stated by the
decreasing occupancy rate in Indonesia. This prompted the redefining of the loyalty concept landscape
in today’s hospitality industry. The study aims to predict customer loyalty in five-star hotels based on the
perspective of service quality dimensions, perceived value, and satisfaction. Therefore, through SEM-
PLS analysis, this study has presented a survey of 100 guests of five-star hotels to examine the effects of
the antecedents on customer loyalty. Surprisingly, perceived value does not significantly affect customer
satisfaction, but satisfaction successfully leads to customer loyalty. On the other hand, service loyalty
significantly affects satisfaction and perceived value. As such arguments imply in this study, customer
loyalty depends more on satisfaction levels resulting from the organization’s services or performance.
This study presents some implications for five-star hotels to be more effective in accomplishing service
performance to boost customer loyalty, which will help them survive in a market with such intense
competition before and after the Covid-19 pandemic.
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1. INTRODUCTION

As one of the largest nations in Southeast Asia and one of the most popular tourist destinations
worldwide, Indonesia’s hotel industry has seen tremendous expansion over the past ten years due to
the country’s expanding demand. According to the most recent data on 2018 alone, over 12 million
guests were received, with 86 percent being in the domestic segment. Compared to the 4 million guests
welcomed in 2009, as shown in Figure 1.1, it has increased three times since then (Jakarta Hotel Market
Review, 2019).
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Figure 1. Jakarta Guest Arrivals Trend - Star-Rated Accommodation (Source: BPS and C9 Hotelworks Market
Research).
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Despite the hotel sector’s expansion in Indonesia, the one issue this study primarily addresses is
from the market, which is increasingly skeptical of the values that brands claim to uphold and is
more experience-focused than ever. Therefore, increasing market share exclusively through pricing
techniques, like discounting, is no longer a proper course of action for the hotel industry. This approach
might even negatively impact hotels’ medium- or long-term profitability (Young, 2019).

Within service industries like hotels, customer loyalty is crucial. According to a 1990 study by
Reichheld of Bain and Company and Earl Sasser of the Harvard Graduate School, a 5% improvement
in client retention can result in a 25-95% increase in earnings. Additionally, enhancing client loyalty
may encourage customers to spread more satisfactory word of mouth (Charania, 2011). According
to previous studies, word of mouth may be a major influence, determining 20 to 50 percent of all
purchasing decisions (Bughin et al., 2010). However, today’s hotel industry also sees a rising issue with
customer loyalty (Miller, 2018).

Two things are thought to contribute to the developing visitor loyalty issue. The first factor is the
change in how customers prioritize using a service. Customers are now more skeptical of the values
that companies impart to them, and they have more sophisticated expectations for service. Traditional
loyalty program usage provides evidence of the first factor. These point-based and redemption-based
business models have gradually revealed their flaws as they bore contemporary travelers. Research
from Wyndham, which demonstrates that the way hotel loyalty programs are run has left tourists
feeling “confused and disillusioned,” is another source of evidence. Points no longer indicate customer
satisfaction, or at least they should not. Since people do not experience sincere gratitude from such
a loyalty program’s approach, points do not, or at least no longer, represent any kind of meaning to
modern visitors (Young, 2019). Instead, people prefer customized experiences and would rather identify
loyalty programs based on, for instance, how well they connect with hotel staff members, which hotel
brands they use, and how well their requirements and expectations are met.

The hotel industry may make some adjustments to comprehend better and accurately identify the
elements that will encourage visitor loyalty in today’s evolving consumer preferences. The growth of
online travel agencies is the second element contributing to declining customer loyalty (OTAs). OTAs
frequently have their own loyalty statistics, which tend to overshadow loyalty programs run by hotel
brands. Customers are no longer seeing any incentives to exhibit loyalty to a certain hotel brand because
of this. Ting (2019) claims that Hilton, InterContinental Hotels Group, and Hyatt have gone a step
further by emphasizing changing their interactions with the clients in a more direct and customized
manner, with direct web booking as one of their marketing initiatives. These initiatives did, in fact, pay
off as their membership and engagement rates increased. As a result, the revenue of all three of these
hotel brands significantly increased.

Such data, meanwhile, are not yet sufficiently thorough. For establishing research questions and
strengthening the problem background of the study, more knowledge about customer loyalty is
essential. Consequently, a second preliminary investigation was carried out. The term “preliminary
study” refers to a stage of research in which the researcher gathers as much data as possible to gain a
more comprehensive understanding of the subject of interest. 2016 (Sekaran and Bougie).

The marketing director of one of Jakarta’s five-star hotels was contacted for an interview as part of the
preliminary research for this study. The interview’s findings are partially consistent with the previously
noted worldwide hotel businesses’ growing lack of guest loyalty issue. The respondent stated that hotel
clients moved hotels more frequently because more rooms were available than overnight visitors. This
switching tendency is thought to have been brought on by travelers’ perceptions of inconsistent hotel
service quality, which eventually led to a decline in visitor loyalty. These findings have made it necessary
for hotel services to reexamine the idea of client loyalty and take proactive action to understand better
the factors that underpin customer loyalty to meet the needs of current markets.

The functions of loyalty variables have been thoroughly investigated in earlier studies (Uncles et al.,
2003). Client happiness seems to be one of the most frequently mentioned factors influencing customer
loyalty because happy consumers are more likely to make repeat purchases and provide favorable
recommendations (Garbarino & Johnson, 1999). Customer perception of the value of a good or service
is another important aspect that defines the degree of customer satisfaction, which ultimately also
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influences loyalty. By contrasting what is received (the advantages and experience) with what is given,
perceived value is defined as the evaluation of service performance (costs involved in getting the
service).

As a result of the justification above, this study differs from many earlier ones in that it aims to
reevaluate the known and established loyalty antecedents. The research gap that surfaced during
the preliminary study phase necessitated reevaluation. There is a contradiction between the findings
from the preliminary study phase, showing that the concept of loyalty has gradually come to appear
as vague. Meanwhile, pre-existing studies contend that several variables, including service quality,
perceived value, and customer satisfaction, are antecedents of customer loyalty. Therefore, it was
thought important to reevaluate these antecedents while also considering and attempting to include
contexts of the market nowadays into the findings to enrich the concept of loyalty that better reflects
the current market.

Based on the context of this study described in the previous part, it can be inferred that the hotel
industry must urgently reexamine the idea of customer loyalty and how hotel brands are currently
approaching loyalty programs. Since both are determining factors in the degree of customer
satisfaction, Kandampully et al., (2015) stated that to have a direct link to customer loyalty, many
previous studies demonstrate that service quality and perceived value have indirect links to customer
loyalty. However, further exploratory research revealed empirical evidence that the most popular
loyalty programs’ points-for-stay, or redemption-based approach gradually makes it difficult to apply to
existing consumers. They are increasingly critical of the value given by hotel brands.

Consequently, a knowledge gap is found. Re-evaluating the results of the current study and considering
the current market environment appears necessary. It is crucial to revisit brand-customer interactions
concerning loyalty. Loyalty programs had their day and previously worked perfectly. However, they
have now escalated to be problematic, if not disappointing, for customers, making it vital to do so. The
originality of the study also serves as a research gap. This research gap also serves as the novelty point
of study.

The following are the goals of measuring service quality, perceived value, customer satisfaction, and
loyalty: 1) To examine the positive and significant effects of service quality on perceived value among
customers of Jakarta’s five-star hotels; 2) To examine the positive and significant effects of service
quality on customer satisfaction; 3) To examine the positive and significant effects of perceived value;
4) To investigate the positive and significant effect of customer satisfaction on customer loyalty among
customers of the five-star hotel sector in Jakarta.

The two antecedents of customer happiness were service quality and perceived value, and the result of
customer satisfaction was customer loyalty. In order to achieve the research objectives, an empirical
investigation was done to test the model.

2. LITERATURE REVIEW

2.1 Effect of service Quality on Perceived Value

According to Zeithaml (1988), service quality is determined by how well clients feel about the entire
experience. Service quality characteristics are intangible, varied, transient, and indivisible. Service
quality is consequently highly individualized regarding those four traits. The caliber of the services
provided determines the success of service marketing. The SERVQUAL model, created by Parasuraman
et al., is one of the most innovative service quality models (1988).

Customer satisfaction is closely tied to the SERVQUAL model since it was noted that when services are
provided that go above and beyond what customers expect, their level of satisfaction also rises (Tjiptono
et al., 2004). With that in mind, customer happiness is reflected in the service quality provided to
clients. According to Parasuraman et al. (1988), service quality can be broken down into five categories:
tangible, empathic, reliable, responsive, and assured (TERRA):
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1. Tangible: The accessibility of physical infrastructure for support, including buildings, warehouses,
office supplies, etc.

2. Empathy: The sincere consideration clients receive from service providers with the goal of meeting
their needs

3. Reliability: The management’s level of dedication to the consumers in connection to the quality of
the service, such as accurate and satisfying service

4. Responsiveness: Attention to the customer’s needs when providing service, including availability,
politeness, and qualified employees

5. Assurance: Management’s tools for winning consumers’ trust, which include elements like
communication, expertise, security, and safety

Service quality, according to Ladhari and Morales (2008), illustrates the discrepancy between the
delivered and expected level of service. The expectancy-disconfirmation paradigm also offers a similar
justification, elaborating it through an equation that asserts that SQ (service quality) is equal to the
contrast between the perceived performance of goods or services and their expected value prior
to service consumption. Therefore, consumer perception and, by extension, perceived value are
significantly correlated with service quality. In other words, client opinions of the quality of a service
have a significant role in determining its worth.

The differences between what is received (benefits) and what is given (the associated costs) are
frequently used to define value (Zeithaml, 1988). The core dimension, or what is typically referred to
as the basic service promised, and the relational dimension, or how the promise was maintained or
the service was provided, are perhaps the two main components that make up perceived service value
(Gronroos, 1984; Piercy & Morgan, 1991). According to several earlier research, including Woodruff
(1997), Holbrook (2012), and Zeithaml (1988), perceived value is a difficult notion to be defined because
it involves subjective judgments. The term “very personal, idiosyncratic, and may vary greatly from one
consumer to another” is used to characterize perceived worth (Holbrook, 2012; Zeithaml, 1988).

Costs, exchange rates, aesthetics, and function relative are the four primary elements of perceived value
that are involved in evaluating the performance of brand items and if it provides value. The following
is a description of the value notions put forth by Monroe (in Kristanto, 2005): 1) Cost refers to the total
amount of money consumers pay for a service; 2) Exchange value refers to how easy it is for consumers
to use a service; 3) Aesthetic value refers to how emotionally satisfied consumers are with the services
they have purchased; 4) Relative function refers to how a service is used and its capacity to lower costs
or produce specific benefits for consumers.

In this study, service quality and perceived value—two factors that have been frequently studied as
antecedents of customer satisfaction—will be observed. It was suggested that service quality benefits
both perceived value and customer happiness, showing that when businesses offer high-quality service,
these two factors can be improved (Kuo et al., 2009). According to Ladhari and Morales (2008), service
quality illustrates the discrepancy between the delivered and expected level of service. The expectancy-
disconfirmation paradigm also offers a similar justification, elaborating it through an equation that
asserts that SQ (service quality) is equal to the contrast between the perceived performance of goods
or services and their expected value prior to service consumption. Therefore, the perception of the
consumer and, consequently, the perceived quality of the service value. In other words, the value of
a service is largely defined by perceptions of its quality constructed by customers. Based on previous
studies, this study postulates service quality as an antecedent of perceived service value.

H1: Service quality has a positive and significant effect on perceived value

2.2 Effect of Service Quality on Customer Satisfaction

Customer satisfaction is characterized as an individual’s degree of satisfaction with a product or
service (Pizam et al., 2016). Customers’ reactions to an experience might be both positive and negative
(Oliver, 2010). According to the expectancy-disconfirmation paradigm, the degree of satisfaction can be

19



(./,
.I ®
a
ICBMR

calculated after customers have evaluated how well items or services actually performed compared to
their expectations. Customers will be satisfied if a product performs better than predicted. Moreover,
the exact opposite is true: customers will declare they are unsatisfied if the performance of goods or
services does not fulfill their expectations (Kotler & Keller, 2016).

Customer satisfaction is defined from the customer experience perspective, so the evaluation of the
level of customer satisfaction effectively begins after the customers have used a particular good or
service. As a result, in the framework of consumer behavior theory, satisfaction is defined from the
standpoint of customers’ experiences, where the perceived performance of a good or service leads to a
particular sensation of whether it meets or falls short of expectations (Irawan, 2009).

There is now much research on service quality and satisfaction since many writers have attempted
to identify the aspects responsible for customers’ dissatisfaction with services (e.g. Lam et al., 2005).
Numerous scholars have examined the connections between service quality, customer happiness,
perceived value, and intention to repurchase. For instance, Woodruff (in Landroguez et al., 2013)
acknowledged that service quality certainly plays a significant role in determining customer satisfaction
and perceived value. As a result, in line with the first hypothesis of this study, hypothesis 2 would also like
to see the positive and significant impact on service quality and customer happiness. In keeping with
the expectancy-disconfirmation paradigm, customers will ultimately be happy if the service’s quality
is higher than anticipated. Therefore, it has become crucial to examine how customer satisfaction and
service quality are related.

H2: Service quality has a positive and significant effect on customer satisfaction

2.3 Effect of Perceived Value on Customer Satisfaction

The differences between what is received (benefits) and what is given (the associated costs) are
frequently used to define value (Zeithaml, 1988). The core dimension, or what is typically referred to
as the basic service promised, and the relational dimension, or how the promise was maintained or
the service was provided, are perhaps the two main components that make up perceived service value
(Gronroos, 1984; Piercy & Morgan, 1991). According to several earlier research, including Woodruff
(1997), Holbrook (2012), and Zeithaml (1988), perceived value is a difficult notion to be defined because
it involves subjective judgments. The term “very personal, idiosyncratic, and may vary greatly from one
consumer to another” is used to characterize perceived worth (Holbrook, 2012; Zeithaml, 1988). Costs,
exchange rates, aesthetics, and function relative are the four primary elements of perceived value that
are involved in evaluating the performance of brand items and if it provides value (Kristanto, 2005).

Numerous studies demonstrate that consumer-perceived value directly affects customer happiness.
Moliner et al. (2007) study are one of the most noteworthy examples. Similar studies by Tam (2004)
contend that customers will regard a service’s value as being higher and more favorable as long as it
is perceived to be of a quality that exceeds the costs associated with acquiring it. It was believed this
would lead to higher overall client satisfaction with the service experience, suggesting that customer
happiness is also influenced by perceived value. The behavioral pricing and monetary price dimensions
were used in this study to generate perceived value. Setiowati and Putri (2012) conducted a study that
evaluated the effects of quality, emotional response, monetary price, behavioral price, and reputation.
These five components of the perceived service value were utilized to analyze the effects on customer
satisfaction. They discovered that there are effects of each dimension on customer satisfaction for the
behavioral price and monetary price, which are the ones examined in this study. However, this study
would like to specify the effect more positively and significantly.

Ha3: Perceived value has a positive and significant effect on customer satisfaction

2.4 Significant Effect of Customer Satisfaction on Customer Loyalty

The foundation of marketing scholarship is the idea of consumer loyalty. From a practical standpoint,
though, customer loyalty is undoubtedly the most important commodity a business can possess.
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According to Pan et al. (2012), developing and maintaining customer loyalty helps businesses build
long-lasting, mutually beneficial relationships with their clients. Additionally, as these loyal clients
form attachments and commitments to the business, they are less likely to be drawn to rivals’ offerings
(So et al., 2013). Additionally, it has been discovered that devoted customers are more prepared to pay
more, exhibit more genuine purchasing intentions, and refrain from switching brands (Evanschitzky
et al., 2012). In this regard, businesses must try to win their clients’ loyalty. Service commitment, one
of the most crucial service literature, contains well-researched components that are crucial to the long-
term success of businesses (Rust et al., 2004).

Evenin established, matured, and fiercely competitive markets, several long- and short-term advantages
can be found (Liu et al., 2011). For instance, devoted and long-term clients frequently deepen their
relationship with the business, which is quite profitable (Srinivasan et al., 2002). Loyal consumers
frequently participate as active brand ambassadors on social media (electronic WOM), connecting
networks of friends, relatives, and other potential customers to the business (See-To & Ho, 2014). Such
effects are especially significant in today’s marketing practice, which is quickly moving toward a tech-
savvy approach.

Customer loyalty is also described in the literature as a set of actions that exclusively support
a company (Watson et al., 2015). Customer loyalty can be measured by examining the pattern of a
number of behavioral behaviors, such as repeat purchases and the order of purchases (Hallowell,
1996). Additionally, repeat consumers are more likely to recommend businesses, give references, and
spread good word of mouth (Bowen & Shoemaker, 1998). Customer loyalty in this study is defined as
talking favorably about a hotel, recommending it, and staying there again soon.

Customer loyalty and satisfaction are crucial because they play a significant role in the company’s ability
to meet its financial and commercial goals (e.g., Fornell, 1992; Sasser et al., 1997). Companies aim to win
customers’ loyalty by providing satisfaction (Oliver, 1999). It might be argued that pleased customers
are likelier to have “loyalty intentions,” such as a desire to make another purchase (McDougall &
Levesque, 2000). On the other hand, Jones and Sasser (1995) contend that customer happiness does not
always ensure that they would stick around and show loyalty to the business. The service-profit-chain
model’s weakest link was discovered to be the connection between customer pleasure and customer
loyalty (Sasser et al., 1997). According to the study by Kumar et al. (2013), contentment is discovered
to be even more strongly associated with lucrative customer loyalty in emerging economies than in
developed ones. Therefore, this study aims to determine whether customer satisfaction has a positive
and significant impact on customer loyalty in the setting of five-star hotels.

H4: Customer satisfaction positively and significantly affects customer loyalty

3. RESEARCH METHODOLOGY

3.1 Research Instruments

There are four hypotheses to be analyzed in this study such as customer loyalty as the endogenous
variable and dependent variable (Lai, 2019), customer satisfaction as the endogenous variable and
intervening variable (Lai, 2019), perceived value to be the endogenous variable and intervening
variable (Lai, 2019), and service quality dimensions as the exogenous variable and independent variable
(Afifi & Amini, 2019). The latent variables in this study include service quality, customer satisfaction,
perceived value, and customer loyalty. According to previous studies, service quality dimensions
include Interaction Quality, Physical Environment Quality, and Outcome Quality. These dimensions
are measured by a minimum of three items in each of them. Hence, customer satisfaction is measured
by three items involving customer expectations of five-star hotel service in Jakarta. Good value for the
price is one of three items for perceived value. Hence, perceived value can be a mediating variable
between service quality and customer satisfaction. Therefore, as the dependent variable, customer
loyalty is measured by three items, including willingness to speak favorably. A pre-test was developed
to validate the instruments to include 30 guests in five-star hotels in Jakarta and came up with the
validity of the instruments. Hence, further analysis can be done on a larger number of sampling.
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3.2 Sampling and Data Collection

Silalahi (2009) defines a sample as a certain portion of a population chosen to be the subject of the study.
Usually, the degree of representativeness played a role in their selection. This study will utilize the
necessary analysis tool, structural equation modeling (SEM), because the population size is uncertain. A
minimum of 100 samples must be viewed by SEM (Ghozali, 2014). A non-probability purposive sampling
method was employed in selecting samples for this investigation. This method selects a sample based
on a predetermined foundation established by the researchers, which was used to choose the sample
for this study. In this study, guests above the age of 18 who have used hotel services were taken into
account while determining the sample size. The information was gathered from an online survey using
a self-administered questionnaire at various times of the day. A total of 100 respondents with a 100%
response rate of respondents are gathered in this study. Some challenges were faced through the online
survey, but screening questions have filtered some respondents who were not eligible to fill out the
questionnaires. The details of the respondents are out of 100 respondents, 72% are female, and 28 are
male. Those between the ages of 18 and 24 account for the majority (45%) of respondents, followed by
those between the ages of 45 and 54 (30%), 35 to 44 (11%), 25 to 34 (8%), and individuals beyond the
age of 54 (6%). The majority of survey participants (61%) had bachelor’s degrees, followed by those
with only high school diplomas (14%) and those with associate’s, master’s, and doctoral degrees (13%).
Hence, 47 percent of all responders are private employees, followed by students at 27 percent, business
owners at 17 percent, housewives at 7 percent, and freelancers at 2 percent. In general, 70% had visited
the hotel for leisure, and the rest for business and office purposes.

3.3 Method of Analysis

Due to the condition discovered in this investigation, SmartPLS ver 3.2.7 is employed as the analysis
program in this study, which utilized PLS-SEM in line analysis. The fundamental evaluation of the study
is whether the collected raw data are legitimate and trustworthy, which also reflects the consistency
and accuracy of the data (Afthanorhan et al., 2016; Henseler et al., 2016). The PLS approach divides the
measurement between indicators and latent variables into two categories: the reflecting measurement
model and the formative measurement model. However, for this study, the measurement model
employed is the reflective measurement model; as such, a model will describe a circumstance where
some latent variables are manifested into multiple indicators to test the strength of a construct (Ghozali,
2014). The analysis includes the outer model to predict validity and reliability on SEM-PLS; hence the
inner model analysis was carried out to test the goodness of fit and hypotheses testing (Henseler et al.,
2016).

4. RESULTS

The study results include a two-step approach, such as the outer and inner model as follows:

4.1 Outer Model

The outer model consists of convergent validity and reliability on the measurement model. Convergent
validity has been employed by examining the correlation between score items visible from the outer
model table; the measuring model with reflective indicators is measured (weights or loadings). If the
indicator’s loading factor value ranges from 0.5 to 0.6, it is considered legitimate (Ghozali, 2014; Nitzl,
2016). In order to meet the criteria of measuring convergent validity, it is advised that the Average
Variance Extracted (AVE) be at least 0.5 of value. The latent variable Service Quality is analyzed using
the second-order technique in this study. There are two stages to second-order analysis: the first is to
examine the relationship between the latent variable and the indicators, and the second is to examine
the relationship between the latent variable and the dimensions. The results of convergent validity on
loadings can be seen in Figure 1 below. Hence, the results of AVE can be seen in Figure 2. The results
show that this study’s indicators and variables have passed the statistical requirements. Figure 3 then
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shows the results of composite reliability of instruments. This study concludes that all the instruments
are valid and reliable and can proceed to the inner or structural model analysis.
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Figure 2. Factor Loadings on Convergent Validity

Figure 3. AVE Results on Convergent Validity
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4.2 Inner Model Analysis

To examine the coefficient of determination and path coefficient estimation, inner model testing is
required to test each research variable’s effects on one another (Henseler et al., 2016; Nitzl, 2016). The
hypothesis can then be rejected after identifying the important relationships between the variables.
Customer Loyalty has a determination coefficient value of 40.6 percent based on the above R-square
value. This moderately high value of the coefficient of determination demonstrates that Customer
Satisfaction which accounts for 40.6% of the variance in customer loyalty values, can also account
for the remaining 59.4% of the variation in customer loyalty values. Using the Customer Satisfaction
coefficient of determination, a result of 64.8 percent is generated, which is also considered moderate.
This suggests that Service Quality (SQ) and Perceived Value (PV), together with other factors not
included in the analytical model, can account for 64.8% of the variation in Customer Satisfaction value.
In comparison, other factors are responsible for 35.2% of the variation.

A predictive relevance (Q2) score larger than 0 indicates, according to Henseler et al. (2016) and Nitzl
(2016), that the research model has a generally acknowledged predictive relevance. The Q2 can be
calculated as follow. The model for this study has a sufficient level of goodness of fit, or Q2 = 0.5155 or
51.55 percent.

Q*=1-(1-R*(A-RP 1)

Since all the variables have passed the requirements for both outer model and goodness-of-fit, further
analysis of the inner model can be seen in Figure 4 and Table 1.
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Figure 1 reflects the formula below.

nl = y1§1 + ¢1 (2)
n2 = y1&1 + Binl + ¢2 (3)
n3 = P22+ ¢3 4)

The summary of the results can be seen on the following Table. It describes that among four hypotheses,
three are accepted, and one is rejected.

Table 1. Hypothesis Results

Hypothesis Path Coefficient T-Statistics P-Values Results
H1: Service Quality O Perceived Value 0.78 19.408 0.000 Supported
H2: Service Quality 0 Customer Satisfaction 0.755 6.335 0.000 Supported
H3: Perceived Value 0 Customer Satisfaction 0.086 0.728 0.467 Not Supported
H3: Customer Satisfaction 0 Customer Loyalty 0.637 10.712 0.000 Supported

5. DISCUSSION

SEM-PLS test results revealed that Service Quality has a favorable and significant impact on Perceived
Value. As a result, hypothesis 1 is confirmed. This result shows that when businesses give good service
quality, perceived value is increased, which is consistent with the study by Kuo et al. (2009) that claims
that service quality positively affects perceived value (Kuo et al., 2009). Thus, hypothesis 2 is also
confirmed by the results that align with Woodruft’s research, which found that customer satisfaction
was significantly influenced by service quality (Landroguez et al., 2013). In other words, how closely the
performance of the services is linked to the degree of satisfaction (Shi & Su, 2007).

However, this study reveals that the third hypothesis is unsupported. This finding conflicts with the
study by Moliner et al. (2007), which suggests that a factor in determining consumer satisfaction is
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perceived value. Nevertheless, there is a reason for this unexpected change of events. The results
align with previous studies, such as dimensions of perceived value not being significant on loyalty;
this means that not all values can always affect positive behavior (Kim et al., 2019; Yang & Mattila,
2016). This study also confirms the effect of satisfaction and loyalty; hence H4 is supported. This study
claims that it is more important for customers to be satisfied with the organization’s services to remain
loyal. As a marketing recommendation- service quality, especially outcome quality, will be the most
important factor to reflect the marketing strategy. It means that luxury hotels should consider more
about the quality that their customers have directly received.

6. CONCLUSION

This study again concludes the relationship of satisfaction to loyalty as the most significant indication
of firms with strong performance (e.g., Aksoy et al., 2013; Ibojo, 2015). Even though service quality
dimensions are not significant on perceived value, the guests in five-star hotels are satisfied with the
service performance. The theoretical implications prevail over these findings but need to improve
the measurement of perceived value. Hence, the marketing implication is to maintain human service
performance. Most respondents said that the level of interaction they have with hotel workers
determines how loyal they will be. The degree to which the surrounding physical environment,
including the structure and atmosphere, is kept in pristine condition. These findings suggest that
customers value personalized service offers considerably more in the modern day. However, the use of
the antecedents is believed to be limited in some arguments; also the small number of respondents is
hard to generalize. Therefore, future researchers are urged to include several additional factors, such as
hotel reputation, trust, and customer commitment, which may help better understand how customer
loyalty is changing.
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