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Abstract

The researcHyas conaucted on Pamella supermarket and Mirota Supermarket in Yogyakarta Special region.
Samples are determined by convenience sampling method and purposive sampling. Data collection is done by
providing a list of quéElions to respondents that contain the quality of service, word of mouth communication and
customer loyalty. The result of @@l regression coefiicient test with T test shows that service quality, word of mouth
communication and interactifl between service quality, word of mouth communication significantly affect customer
loyalty. While the results of the regression coefficient test simultaneously (together) by indicating that the variable
quality of service, word of mouth communication as well gl interaction between the quality of service and
communication of word of mouth in unison (togethelEZBiffect customer loyalty. Service quality variables, word of
mouth communication as well as interaction betf{en service quality and word of mouth communication are able to
explain customer loyalty variables by 92.1% and the remaining 7.9% is caused by other variables not intended in the
study.
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INTRODUCTION

The rapid change in business environment demands every company to conform to existing changes so
that companies can compete in the global market. Competilim:an be won if the company has a competitive
advantage. Competitive advantage can be achieved through the long-term relationship between the company
and the customer by creating customer loyalty. Tmsuggests that customer loyalty plays an important role and
can be used as the basis for the development of sustainable competitive advantage, which is the advantage that
can be realized through marketing efforts.

Customer loyalty can be created through improved service quality and the achievement of word of mouth
communication. Quality of service is one of the main factors of selection of goods and services for customers.
While the company aims to produce goods and services to salisfy and imve word of mouth communication.
This means that word of mouth communication will be achieved when the quality of service provided by the
company can fulfill customer needs. The achievement of word of mouth communication will increase customer
loyalty. Thus, the Iong-termelationship between the company and the customer will be awakened through
antecedents-antecedent customer loyalty.

LITERATURE REVIEW
Service Quality

Service Quality is a way to compare between the perception of services that customers receive with the
grual service customers expect (Fitzsimmons & Fitzsimmons, 1994; Parasuraman, Zeithaml and Berry, 1988). If
the service that the customer expects is greater than the service that real-world customers receive then it can be
said that the service is not quality. Whereas if the customer's expected service is lower than the service. Real-
Real acceptable customers can then be said that the service is quality, and when the service is received equal to
the expected then the service is said to be satisfactory (Fitzsimmons & Fitzsimmons, 1994). 23 S Service
Quality is a way to know how much the difference between reality and customer expectations of the service
received (Parasuraman, Zeithaml and Bermry, 1988). Parasuraman, Zeithaml and Berry (1985) conducted
research on sever@ewice companies, and successfully identify the 10 main factors that determine the quality
of services, which include: (1) Reliability, (2) Responsiveness, (3) Competence, (4) Access, (5) Courtesy, (6)
Communication, (7) Credibility, (8) Security, (9) Understanding/Knowing the Customer, and (10) Tangible.

The SERVQUAL analysis is empirically tested on bank services, telephone services and so on. However,
the SERVQUAL analysis is not always applied to the retail business. In fact only a little research in the retail
business. In research conducted by Dabholkar, Thorpe and Rentz (1996) submitted several dimensions of the
quality of retail services. All three of these researchers combined the review and retail literature and SERVQUAL,
thus successfully submitted 5 dimensions of quality of retail services.

These five dimensional quality of retail services include: (1) Physical Aspecls, is a dimension that includes
about the altractiveness of the physical aspect and the ease of the customer in finding the necessary goods, (2)
Reliability, is a dimension that includes the accuracy of the fulfillment of promises to customers, (3) Personal
Interaction, is a dimension that includes Personal interaction between customers and employees, (4) Problem
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Solving, is a dimension related to customers while shopping or solutions to complaints submitted by customers
for services received, such as returns and exchanges of goods that have been purchased by customers, and (5)
Policy, are dimensions that relate to store policies to respond to customers ' demands or needs, such as
providing quality goods, accepting credit card payments and providing adequate parking space.

Word of Mouth Communication

Word of Mouth (WOM) is defined as the oral communication of person to person between the gggipient of
information (Amdt, 1967). In addition, word of mouth is interpersonal communication with respect to products or
services where the receiver considers the communicator to be impartial. People love to talk about their goods,
services and experiences for various reasons. Talks about a good experience to other parties either to a
neighbor or a friend will influence the other party in making the purchase decision. Word of mouth communication
is an important information for consumers and the word of mouth underlying interpersonal communication that
significantly affects product e@atisns and purchase decisions (Mahajan, 1990). Borgida and Nisbet (1977) put
forward the important role of word of mouth as a more robust (powerful) source of information than the media
printed information. This is because the word of mouth information is believed to be more credible or
accountable. In addition, word of mouth communication is live, making it more accessible and more considered
than information through printed media (Kiselius and Shernthal, 1986). Word of mouth communication has
important roles in the field of services because :

1. Characteristics of services that are intangible that can not be seen, felt, be kiss or heard before purchase
and can not be separated between production with inseparability, (2) services require information especially
in the interaction between the company with customers, (3) Services emphasize on interpersonal behavior
between the company and the Customer and (4) Word of mouth communication should be carefully
evaluated so as to provide better information value for the development of services or business concept
(Haywood , 1989).

In addition, word of mouth can reduce the risk and unease of master in the service purchase decisions.
When compared with the purchase of goods then the purchase of services have a higher confidence in the
source of personal information and personal information has a higher influence on the purchase of services than
the purchase of goods (Murray, 1991).

Griffin (1995) suggests that word of mouth helps companies in suppressing promotional costs because
sources that have no personal interest will gggmore believable than advertising in the mass media at a very
expensive cost. While Kartajaya (2007) says that word of mouth is the most effective communication media, and
with the proper buzzing expected a less good brand starts can be transformed into a better brand.

According to the Global Consumer gfggly (2007) in Princess (2007), it shows that Indonesia is included in
the ranks of the top five countries where word of mouth is regarded as the most credible form of advertising.
From 47 countries in the world, Indonesia ranks 3 by 89%. While in the first position is Hongkong and the second
position is Taiwan. Then the other top five are also Asian countries namely India and South Korea. The five
countries are also the most reliant on recommendations from others about a brand. Then, from all the
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respondents in the world the majority replied that recommendations from other consumers were one of the most
trusted forms of advertising.

Rosen (2000) suggests that there are 6 elements that a product must have to produce a word of mouth
positively and continuously, namely: (1) The product must be able to generate emotional responses, (2) the
product or brand should be able to provide something that exceeds the consumer's expectations, (3) the product
must have something to advertise itself or inspire someone to inquire about it , (4) a product becomes more
powerful when many users, (5) The product must be compatible with other products, in particular it can be
applied to products that rely on technology, and (6) experience consumer using the first product, once
consumers are disappoirm, they will not use the product anymore and they will act like a terrorist.

Word of mouth communicatioggplays an important role in the analysis of consumer attitudes and
behaviors (Brown and Reingen, 1987). Katz and Lazarsfeld (1955) find that word of mouth is seven times more
effective than advertising through newspapers and magazines, four times more effective than personal selling
and twice as effective from advertising via radio and will affect consumers to change brands.

Customer Loyalty

Loyalty can be understood through two approaches, namely the behavioural approach and the approach
of attitudinal approach. The behavioral approach saw that loyalty can be understood as a concept that
emphasizes the purchase, proportion of purchase, or probability of purchasing, it is more operational in terms of
various measures obtained from the data panel. While the understanding of loyalty with an error approach
emphasizes on the psychological commitment to the object. In the approach of the error measures used include
satisfaction, commitment and intent (Dick and Basu, 1994: Dharmmesta, 1999).

The study of loyalty that emphasizes on attitudes is considered more important and beneficial, because
attitudes will encourage certain behaviors (Lau and Lee, 1999, 1999, Darsono and Dharmmesta, 2005).
However, the size of the mistake is predictor only in understanding the loyalty contains weaknesses. Therefore,
the merger of the behavior and serialization approaches will result in a satisfactory definition of loyalty operations
(O'malley, 1998; Dagggno and Dharmmesta, 2005). Mowen and Minor (1998) Define brand loyalty in the sense
that the condition of the consumer has a positive attitude towards a brand, has a commitment to the brand, and
intends to pursue its purchase in the Future (Dharmmesta, 1999). This definition uses an approach of behavior
and approach to serialization, as in this definition includes a serialization approach that contains psychological
commitments and a behavior approach reflected in the re-pg'uase intent behaviour.

Based on the above stages, it can explain how cognitive loyalty, then affective loyalty, and conative
loyalty, and ultimately loyalty action (loyalty sustained with commitment and action).

Research Hypothesis
H1: Quality of service has a significant influence on customer loyalty.
H2: Word of mouth communication has a significant influence on customer loyalty.

H3: The interaction between quality of service and word of mouth communication more describes customer
loyalty variance than each of the variables.
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RESEARCH METHODS

Population and Samples

Population is the total sum of the analysis units that its expect. (Mantra and Kastro, 1989). The population
in this research is a customer of Pamella supermarket and Mirota Supermarket in Yogyakarta Sgrgial region.

Samples are determined by the convenience sampling method and the Purposive sampling method.
Convenience Sampling is an unlimited non-probability sample (Cooper and Emory, 1995). Convenience
sampling is a method of choosing the most accessible megpgers of the population to be found and asked for
information (Hadi, 1987). While purposive sampling is a method of selection of samples based on certain
considerations (Cooper and Emory, 1995; Babbie, 1995). The criteria as follows :

a. Customers who are made samples are frequent customers shopping at Pamella supermarket and Mirota
supermarket. From the various groups of people who become customers, selected as respondents are a
group of students. This group of customers was chosen because it is one of the community groups that often
shop in order to fulfill their daily needs.

b. Respondents are customers of Pamella supermarket and Mirota Supermarket in Yogyakarta Special region.
Pamella Supermarket and Mirota supermarket is chosen because it is a supermarket owned by local
entrepreneurs in Yogyakarta.

In this study theulation was not limited, so the number of samples was determined for each store at
least 100 respondents. The determination of the number of samples was based on Rescoe's opinion in Sekaran
(1992) stating that the number of samples was greater than 30 and less than 500, in most studies already
represented.

Data Collection Techniques

The data used in this study consist of primarmta and secondary data. Primary Data is used as an
ingredient for calculating research variables. Primary data collection is done by providing a list of questions to
respondents that contain the quality of service, word of mouth communication and customer loyalty. Secondary
data is collected through literature studies excavated from books, scientific journals, and publications of research
results. This secondary Data is used to compile the formulation of problems, hypotheses, library reviews, and the
use of analytical tools.

Research Instruments and Measurement Scale

The research variables are measured using instruments in the form of questionnaires, which contain a
number of questions in writing to obtain data from respondents. Instruments on the quality of service used from
instruments compiled by Deii¥olkar, Thorpe and Rentz (1996) which propose five dimensions of service quality
to retail business, namely: (1) Physical Aspects, (2) Reliability, (3) Personal Interaction, (4) Problem Solving, (5)
Policy. These five dimensions consist of 28 items, and each is measured using a 7 point Likert scale. The
number one represents the answer strongly disagree, the figure two represents an unapproving answer, the

711Page




Vol. 1 No. 2 Tahun 2020

IJEBA

International Journal of Economic and Business Applied
http://ijeba.makarioz.org/

number three represents the less concur answer, the number four represents the neutral answer, the number five
represents the answer somewhat agrees, the number six represents the answer agrees, and the number seven
represents a very concur answer.

The word of mouth communication in this study was a positive word of mouth measured using
instruments developed by Harrison and Walker (2001). Word of mouth communication consists of 10 items
measured using a 7 Point scale. The number one represents the answer strongly disagree, the figure two
represents the answer disagrees, the number three represents a less concur answer, the number four represents
the neutral answer, the number five represents the answer somewhat agrees, the number six represents the
answer agreed and the number seven represemw answer strongly agree. Customer loyalty is measured using
instruments developed based on Chaudhuri and Holbrook (2001), Oliver 91997), Pritchard et. Al. (1999), Taylor,
Celuch and Goodwin (2004), customer loyalty is measured using two dimensions i.e. loyalty and loyalty of
behaviour. Both dimensions consist of 9 items measured by a scale of 7 points. The number one represents the
answer very disagreed and the seventh number represents the answer very concur.

To obtain quality data, the research instrument must be tested for its validity and reliability (Huck and
Cormier, 1996). The validity test is done fo measure what you want to quantify (Ancok, 1989). To test the validity
of this instrument the research used Pearson Product Moment Test. While reliability tests are conducted to
determine the outcome of a measurement can be trusted (Azwar, 1997). To test the reliability of this research
instrument used Cronbach Alpha.

Methods of Analysis

To perform hypothesized, this study uses statistical analysis methods. Statistical analysis is used to prove
the relationship between service quality, word of mouth communication and customer loyalty. The model in this
study used the model presented by Taylor and Baker (1994), the Moderator of Regression Analysis (MRA). The
models used in this research can be formulated as follows :

Y=+ X+R2Z+BXZ

Where:

Y = dependent variables (Customer loyalty)

a = Constants

n,12,13 = regression coefficient

X = Independent variables (service quality)

z = variable Moderator (Word of mouth communication)

Xz = interaction between service quality and word of mouth communication

To test the hypotheses expressed, the T test and test F. Test T is intended to know the free variables
(independent variables) that affect significantly against the individually bound variables. While the F test is used
to know if callectively the free variables can explain the bound variables.
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RESULTS AND DISCUSSION

Test Result Research Instruments

In this study using instruments in the form of questionnaires containing a number of questions posed to
respondents. The instruments in this study are tested for validity and reliability to produce quality data. The
validity test is done to measure what you want to quantify (Ancok, 1989). The validity of this research instrument
was tested with the Pearson Product Moment Test. The realibility test is intended to know the extent to which a
measurement can be trusted (Azwar, 1997). The instrument in this study tested its reliability by using Cronbach
Alpha.

The instruments used in this study relate to the quality of service variables compiggd by Dabholkar,
Thorpe and Rentz (1996) consisting of 28 items of which each item was measured using a 7-point scale. In
addition, the word of mouth communication variables are used based on instruments developed by Harrison and
Walker (2001). The word of mouth communication variable consists of 10 items and is measured using a 7 point
EEB'e- While customer loyalty variables are measured using instruments developed based on Chaudhuri and
Holbrook (2001), Oliver (1997), Pritchard etal. (1999), as well as Taylor, Celueh and Goodwin (2004). Customer
loyalty ggriables consist of 9 items measured using a 7 point scale.

The results of the validity test of the research instrument from 30 respondents can be explained through
the following table :

Table 1. Service Quality Validity Test Results

ltem R Hitung R Tabel Keterangan

1 0,503 0,364 Valid
0,563 0,364 Valid

3 0,563 0,364 Valid
4 0,582 0,364 Valid
5 0,439 0,364 Valid
6 0,533 0,364 Valid
7 0,700 0,364 Valid
8 0,659 0,364 Valid
9 0,688 0,364 Valid
10 0,811 0,364 Valid
11 0,664 0,364 Valid
12 0,745 0,364 Valid
13 0,518 0,364 Valid
14 0,785 0,364 Valid
15 0,806 0,364 Valid
16 0,707 0,364 Valid
17 0,733 0,364 Valid
18 0,675 0,364 Valid
19 0,554 0,364 Valid
20 0,519 0,364 Valid
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21 0,541 0,364 Valid
22 0,622 0,364 Valid
23 0,623 0,364 Valid
24 0,677 0,364 Valid
25 0,742 0,364 Valid
26 0,613 0,364 Valid
27 0,729 0,364 Valid
28 0,697 0,364 Valid

Source: Primary Data (processed)

Table 2. Word of Mouth Communication Validity Test Results

Iltem R Hitung R Tabel Keterangan
1 0,770 0,364 Valid
2 0,613 0,364 Valid
3 0,683 0,364 Valid
4 0,695 0,364 Valid
5 0,665 0,364 Valid
6 0,824 0,364 Valid
7 0,548 0,364 Valid
8 0,376 0,364 Valid
9 0,626 0,364 Valid
10 0,621 0,364 Valid

Source: Primary Data (processed)

Table 3. Word of Mouth Communication Validity Test Results

Item R Hitung R Tabel Keterangan
1 0,794 0,364 Valid
2 0,782 0,364 Valid
3 0,678 0,364 Valid
4 0,610 0,364 Valid
5 0,881 0,364 Valid
6 0,833 0,364 Valid
7 0,755 0,364 Valid
8 0,562 0,364 [12/[l8
9 0,801 0,364 Valid

Source: Primary Data (processed)

The result of the validity of the instrument research study used in this research good items of variable
quality service, word of mouth communication and customer loyalty resulted in R count more than R table. These
results indicate thatall items used in this study are considered valid.

While the reliability test results of good quality service variables, word of mouth communication and
customer loyalty using Cronbach Alpha can be presented through the table as follows
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Table 4. Reliability Test Results

Variabel Alpha Status
Kualitas Pelayanan 0,954 Reliabel
Komunikasi Word of Mouth 0,896 [Fliabel
Loyalitas Pelanggan 0,928 Reliabel

Source: Primary Data (processed)

Good reliability test results of service quality variables, word ofgnouth communication and customer
loyalty show the Alpha value greater than 0.60. The test results indicate that the variable quality of service, word
of mouth communication and customer loyalty variables expressed reliable (reliable).

The results of data collection of 100 respondents from Pamella supermarket and Mirota supermarkets can
be explained through the following table :

3
Model Variabe Alpha (a) Beta {B’) Nilai t Prob. Rz Nilai F

1 Kualitas Pelayanan (x) -1,505 1,94 23,699 0,000 | 0851 561,640

2 Kualitas Pelayanan (x) -1,602 0,683 9,919 0,000 | 0918 543,051
[Efomunikasi WOM (z) 0,574 8,875 0,000

3 Kualitas Pelayanan (x) -0,245 0,355 2,009 0,047 | 0921 374,753
Komunikasi WOM (z) 0,313 2,168 0,033
Interaksi (xz) 0,062 2,012 0,047

Source: Primary Data (processed)

Based on the table results regression analysis can be explained as follows :

1. First equation model (Model 1)
as follows: Y =-1.505 +1, 194X

The first model regression equation shows the value of a constant (intercept) of-1.505. This means the
average customer loyalty variable will have a decrease of 1.505 when the service Kuailtas variable is equal to
zero. Koefeisien regression (B1) by 1.194 indicates that if there is a variable increase in service quality of 1
caterist paribus will increase customgggoyalty by 1.194.

T test results with a 5% showed that the effect of service quality (X) on customer loyalty (Y) resulted ina T-
count of 23.699 with a probability of 0.000 (P = 0.05). It is demonstrate that the quality of service significantly
affects customer loyalty.

The test result F with a = 5% shows the F-calculate value of 561.640 with a probability of 0.000 (P <
0.05). This indicates that the quality of service significantly affects customer loyalty.

A R2 value of 0.851 indicates that 85.1% of customer loyalty variance determined by the quality of service
variance. Thus, service quality variables can explain cugtgmer loyalty variables of 85.1%. The remaining 14.9%
is caused by other variables not included in the research model.

2. The second equation model (Model 2)
The second equation model includes a quality service variable and a word of mouth communication as the
model-free variable of the second equation can be explained through the formula as follows :

y =-1.602 + 0, 683X + 0, 574Z
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On the basis of the above regression equation, the (intercept) constant is-1.602. This figure shows that
the average customer loyalty variable will have decreased by 1.602 when service quality variables and word of
mouth communication are equal to zero.

A regression coefficient of service quality (B1) of 0.683 indicates when there is a increase in the service
quality variable of 1 cateris paribus will increase the loyalty variable by 0.863. The regression coefficient of word
of mouth communication p2 by 0.574 shows that when there is an increase in the word of mouth communication
variable of 1 Cateris paribus wilmrease the customer loyalty variable by 0.574.

The T test results show that the effect of a service quality variable (X) on the customer loyalty variable (y)
with the calculated T value of 9.919 with a probability of 0.000 (P < 0.05). This indicates that service quality
variables are partially impactful in terms of customer loyalty variables. The effect of a word of mouth (2)
communication variable against a customer loyalty variable (y) with a calculated t value of 8.875 and a probability
of 0.000 (P < 0.05). This means that the word of mouth communication variable affects customer loyalty
variables.

The test result of F showed F count of 543.051 with a probability of 0.000 (P < 0.05). This shows variable
quality of service and the word of mouth communication variables together significantly affect customer loyalty
variables.

The value of R2 of 0.918 shows that 91.8% g:ustomer loyalty variance is determined by the quality of
service variation and word of mouth communication. This means that the variable quality of service and word of
mouth communication are jointly able to explain the customer loyalty variable by 91.8%. The remaining 8.2% is
caused by other variables notincluded in the research model.

3. Model of the third equation (third Model)
The third Equation Model incorporates service quality variables (X), Word of mouth (Z) communication, as
well as interactions between the quality of service with word of mouth (XZ) communication as a free variable.
The third equation Model can be formulated as follows :
y =-0.245 + 0, 355X + 0, 313Z + 0, 062XZ

The equation of the regression above shows a constant of-0.245. This shows that the customer loyalty

variable averages will experience a decrease of 0.245 when service quality variables, word of mouth
communication, and service quality interactions with word of mouth communication are the same as zero.
The regression coefficient of service quality (B1) amounted to 0.355. This means that if there is a variable
increase in service quality 1 Cateris paribus will increase customer loyalty variable by 0.355. This means that if
there is an increase in word of mouth communication of 1 cateris Paribus will increase the loyalty of 0.313.
Koefesien regression interaction between the quality of service with communication ($3) amounting to 0.062.
This indicates that in the event of a variable increase in interaction between service quality and word of mouth
communication of 1 cateris Paribus will increase the c:mmer's loyalty variable by 0.062.

The t test result indicates that the effect of a sgice quality variable (X) is against the customer loyalty
variable (y) with the calculated T value value of 2.009 with a probability of 0.047 (P < 0.05). This means that a
partial ideally service Kuailtas variable affects customer loyalty. The effect of a word of mouth (Z) communication
variable against a customer loyalty variable (y) with a calculated t value of 2.168 and a probability of 0.033 (P <
0.05). This means that the word of mouth communication variables are partially significant to affect customer
loyalty variables. Effect of interactions between quality of service with word of mouth (XZ) communication on
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service loyalty (y) with a calculated t value of 2.012 and a probability of 0.047 (P < 0.05). This indicates that the
INTERXY variables between quality of service with word of mouth communication were partially impactful to
customer loyalty.

The test result of F showed F count of 374.753 and a probability of 0.000 (P < 0.05). This shows that
variable quality of service, word of mouth communication as well as interaction between quality of service with
word of mouth communication are jointly significant to affect customer loyalty variables.

The value of R2 0.921 shows that customer loyalty variance is determined by the variance of service
quality, word of mouth communication, and interaction between Kuailtas service with word of mouth
communication. This means variable quality of service, word of mouth communication, and the interaction
between quality of service with word of mouth communication together are able to explain the customer loyalty
variable by 92.1%. While the remaining 7.9% is caused by other variables not included in the research model.

CONCLUSION

1. Partial regression coefficient test result.

a. First Model

Test results indicate that a service quality variable significantly affects customer loyalty variables. It supports the

first jipotesis to be put forward.

b. Second Model

The test results showed that the quality variables and word of mouth communication were partially significantly

affecting customer loyalty variables. This supports the second hypothesis it has put forward.

c. Third Model

Test results show that variable quality of service, word of mouth communication and the interaction between

quality of service and word of mouth communication partially significantly affect customer loyalty variables. This

supports the third hypothesis expressed.

2. The results of the regression coefficient test in unison.

a. First Model.

Test results indicate that a significant service quality variable affects customer loyally variables. This supports the

first hypothesis to be put forward.

b. Swd Model.

Th eggst results indicate that the variable quality of service word of mouth communication in unison (together)

has significant effect on customer loyalty variables. This supports the second hypothesis it has put forward.

c. Third Model.

Test results show that variable quality of service, word of mouth commur'aation and interaction between service

quality and word of mouth communication in unison (together) have significant effect on customer loyalty

variables. This supports the third hypothesis expressed.

3. Interaction between quality of service and word of mouth communication can be customer loyalty Variance. It
can be shown from the R2 value of the third model equation.
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SUGGESTIONS

1. Self-service Pamella with Mirota supermarkets should further emphasize and understand the variable quality
of service and communication variables of word of mouth as a moderator variable in creating customer
loyalty. In addition, it needs to be excavated more in-depth variable effects of other moderators on customer
loyalty creation as a basis for future customer decision making.

2. The results of the R2 calculations on the third model regression equation still allow the other variables to be
contained in this research model. Thus, it is necessary to excavated more in-depth other variables that are in
the research model, so the R2 value is increasing in explaining customer loyalty variance.
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