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The hotel industry has become increasingly competitive as it reaches life-cycle
maturity and the world economy falters. In this environment, creating and maintaining
customers‘ brand loyalty is an important strategy to maintain a competitive advantage.
Despite the notable impact that brand loyalty has on business performance, research appears
to be divided in understanding brand loyalty. The purpose of this study is to gain an
understanding of the dimensionality and determinants of brand loyalty. Further, this study
examines the effect of brand of origin (international and domestic brands) on brand loyalty
and its determinants in the Indonesian hotel industry context.
This study proposes that brand loyalty consists of a single dimension of behavioural
loyalty and a single dimension of attitudinal loyalty including sub-dimensions of cognitive
loyalty, affective loyalty, and conative loyalty. Further, this study proposes that service
quality, perceived value, customer satisfaction, and brand image directly and indirectly affect
brand loyalty. It is also proposed that international and domestic hotel guests will perceive
brand loyalty and its determinants differently. Based on the research model, two hypotheses
were developed regarding the dimensionality structure of brand loyalty, 13 hypotheses were
developed to test the relationships among brand loyalty determinants as well as between
attitudinal loyalty and its determinants, and five hypotheses were developed to test differences
between international and domestic hotels. The questionnaire data from 444 customer
respondents was collected from a sample of three-star and four-star, domestic and
international hotels in Indonesia. Two-stage Structural Equation Modelling (SEM) was used
to test the hypotheses on the brand loyalty model and means comparison method were used to
test the differences between international and domestic hotels.
The proposed dimensional structure of brand loyalty was not supported due to
problems with construct reliability and validity. A modified model resulted in two dimensions
of brand loyalty- a single behavioural loyalty and a single attitudinal loyalty consisting of
cognitive loyalty, affective loyalty, and conative loyalty indicators. This structure could be
viewed as a synthesis of the traditional view of a two dimensional brand loyalty and a multidimensional view of brand loyalty. When expanded to include antecedents, the model
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indicated that service quality, perceived value, customer satisfaction, and brand image are
important determinants of brand loyalty. When brand of origin was examined, the results
showed that guests of international hotels perceived higher levels of service quality, perceived
value, customer satisfaction, brand image, and brand loyalty compared to guests of domestic
hotels.
The results contribute to the services marketing theory by providing an empirically
based insight into the dimensional structure of brand loyalty and the relationship between
service quality, perceived value, customer satisfaction, brand image, and brand loyalty in the
hotel industry. Further, this study extends our understanding on the effect of brand of origin
on consumer evaluation in the service context. These findings will assist the hotel
management to develop and implement brand loyalty and competitive strategies for both
international and domestic hotels.
Keywords: Brand loyalty, customer satisfaction, service quality, perceived value, brand
image, hotel industry, brand of origin, Indonesia.
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Chapter 1
INTRODUCTION
1.1 Background of Study
The hotel industry has become very competitive and is considered to be in the mature
stage of its lifecycle (Daun & Klinger, 2006; Kandampully & Hu, 2007; Shoemaker & Lewis,
1999). As such, hotel services are becoming commodities (Cai & Hobson, 2004; Mattila,
2006) as the distinction between the services offered by hotels in similar star rating levels
shrinks (Bowen & Shoemaker, 2003; Peterson & Iyer, 2006). A common strategy to counter
this trend is the development of loyalty program such as frequent-guest programs (Mattila,
2006; Palmer et al., 2000). However, these programs can be copied by others and usually
spread rapidly to other hotels. Early adopters of such a loyalty program may gain a period of
competitive advantage, but this is lost once competitors imitate the program (Palmer et al.,
2000). Even specialised loyalty programs can be copied by other hotels (Mattila, 2006). Also,
hotel guests adjust their search to include best price and richest rewards. Worse still, seasoned
travellers hold membership cards to several hotel chain reward programs (Mattila, 2006). In
the absence of an emotional bond with the hotel brand, loyalty programs have achieved little
in determining the nature of brand loyalty and consequences for management (McMullan &
Gilmore, 2003).
Creating and maintaining brand loyalty with existing customers is critical for the
survival of a company in a competitive environment (Heskett, 2002; McMullan & Gilmore,
2008; Mellens et al., 1996). Besides being difficult to copy, brand loyalty programs based on
underlying emotional attitude can increase business performance (Keiningham et al., 2008).
Reichheld and Sasser (1990) found that a 5% increase in customer retention resulted in a 25125% increase in profits. This increase in profit is due to lower sales and marketing costs,
increased price premiums, referrals, and revenue growth (Heskett, 2002; McMullan &
Gilmore, 2003, 2008; Reichheld, 2003; Rowley, 2005). Further, loyal consumers have fewer
reasons to engage in an extended information search among alternatives, thus reducing the
probability of switching to other brands (Gounaris & Stathakopoulos, 2004). Still, based on
their research in luxury hotel, Bowen and Shoemaker (2003, p. 346) stated that ―Loyal
customers also claim they purchase other hotel services (e.g., laundry and restaurant meals)
more frequently at hotels towards which they feel loyalty compared at hotels where there is
little loyalty”. In short, brand loyalty is an important strategy to develop a sustainable
competitive advantage for any business (Dick & Basu, 1994; Gounaris & Stathakopoulos,
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2004; Mellens et al., 1996), including in the hotel industry (Han et al., 2008; Kandampully &
Hu, 2007).
Despite the notable impact that brand loyalty has on business performance, relatively
little theoretical and empirical research has examined service loyalty (Gremler & Brown,
1998; Jones & Taylor, 2007; Oliver, 1999). Scholars are only beginning to grasp the
complicated service experiences that lead to loyalty (Andreassen & Lindestad, 1998; Mason
et al., 2006). The service brand loyalty research agenda is particularly challenging due to the
complexity of the structure and the determinants of customer‘s loyalty behaviour (Gounaris &
Stathakopoulos, 2004; McMullan & Gilmore, 2003; Oliver, 1999). This complexity is
specifically related to the four characteristics of the service: (1) intangibility, the evaluation of
services avoids the five senses, (2) inseparability, the production of a service is
simultaneously with consumption, (3) perishability, services cannot be saved, stored, resold,
or returned, and (4) heterogeneity, services are naturally difficult to standardize (Parasuraman
et al., 1985).
The research presented herein endeavours to provide a better understanding of the
dimensional structure and determinants of brand loyalty in the hotel industry. Further, this
research attempts to look at the effect of brand of origin (international and domestic brands)
on brand loyalty in the hotel industry. The findings of this research are expected to reduce the
ambiguity surrounding the dimensions and determinants of brand loyalty as well as the effect
of brand of origin on brand loyalty. A richer understanding of what is brand loyalty and what
truly drives brand loyalty would be very beneficial to the hotel industry (Mattila, 2006). Such
a level of understanding could facilitate hotel marketers to develop more appropriate
marketing strategies and tailor their services to attract new customers, while ensuring repeat
business from existing guests (Hutchinson et al., 2009). In addition, understanding the effect
of international and domestic hotel brands on brand loyalty could help hotel managers in
developing competitive strategies. The necessity for this study to be conducted in a country
where domestic and international hotels can be clearly identified, such as in Indonesia, is also
a major consideration.

1.2 Overview of the Indonesian Hotel Industry
Prior to the commencement of the Asian financial crisis in 1997, Indonesia enjoyed
rapid economic growth and was considered to be a tourist destination with great potential
(Henderson, 1999). Indonesian tourism could offer a variety of attractions and vacation
opportunities including resort, cultural, nature, cruise, and touring holidays. During this
period, fuelled by global and domestic economic growth, the number of international and
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domestic tourists grew substantially (Wall & Nuryanti, 1997). This attracted international
hotel chains, which expanded their business in Indonesia, targeting foreign tourists and
upmarket domestic customers (Hidayat, 2008).
However, Indonesia has been one of the economies most adversely affected by the
financial crisis. This, with political unrest, caused a drop in tourist arrivals by 15.6%
(Henderson, 1999). As social and political conditions stabilised in 1999, the Indonesian
economic and tourism performance improved (Statistik, 2010). Unfortunately, since 2001, the
country has been hit by a string of calamities, ranging from several bomb attack in Bali and
Jakarta, tsunamis, earthquakes, and outbreaks of bird flu and SARS diseases (Hitchcock,
2001). Among these crises, the Bali Bombing had by far the greatest impact on international
tourism visitation (Putra & Hitchcock, 2006). The low perception of safety and security
accompanied by underdeveloped tourism infrastructures, decreased the competitiveness of
Indonesian tourism industry (King, 2008 ). As an important component of the Indonesian
tourism industry (Nasution & Mavondo, 2008), the hotel industry has suffered, with a
stagnant number of foreign guests staying in hotels since 2002 (Figure 1).
Figure 1 Hotel Guest in Indonesian Hotel Industry (in millions)
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Figure 1 shows that although the number of foreign guests is stagnant, overall, the
number of hotels guests is slowly increasing as the majority of the guests are locals (Statistik,
2010). The number of Indonesian hotel guests peaked in 2003 then decreased until 2007.
Since then, the country has stabilised in terms of security, economics, and politics resulting in
a steady increase of the overall number of hotel guests. The relatively stagnant number of
foreign guests and the slow increase of domestic guests since 2002 has had a serious impact
on star-rated hotels as their occupancy rate until early 2010 was only around 45% (Statistik,
2010). The low occupancy rate of the Indonesian hotel industry has resulted in intense
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competition between the hotels. Some of international hotels have abandoned their brand and
taken local brands to save management and royalty fees (Hidayat, 2008). Local management
and brand changing has been made possible by the availability of managerial expertise among
locals (Hidayat, 2008). Consequently, the star rated hotels are focussing their attention to
attract these domestic customers.
The international hotels tend to choose strategies that highlight their international
image, while domestic hotels tend to use local cultural insights and personal touch approaches
(Soelaeman & Handayani, 2008; Sompotan, 2003). All of the hotels have been using price
discounting strategies. However, any market share improvements achieved by discounting
price could have a negative impact on medium and long term profitability (Kandampully &
Suhartanto, 2003). Of course, quality of service rather than price is more sustainable and
should help hotels to differentiate themselves from competitors and to develop brand loyalty.
In short, the development of strategies to improve customer brand loyalty is seriously needed
for both international and domestic hotels in Indonesia.

1.3 Research Issues
The literature presents the following research gaps: (1) the dimensional structure of
brand loyalty needs further investigation, (2) the relationships between brand loyalty and its
determinants have not been fully explored, and (3) the effect of brand of origin (domestic and
international hotel brand) on brand loyalty and its determinants has not been determined. The
following subsections addressed each of these research gaps.
1. The Dimension of Brand Loyalty
Numerous studies have been devoted to the understanding of brand loyalty
phenomena over the past three decades (Bandyopadhyay & Martell, 2007). In an effort to
define the construct, early studies conceptualised brand loyalty as either a behaviour or
attitude. This was expanded to accommodate both attitudinal and behavioural dimensions of
brand loyalty. However, these two dimensions still cannot satisfactorily explain the complex
and dynamic of brand loyalty (Oliver, 1999). Scholars have also argued that the two
dimensional model of brand loyalty falls short when used to direct practitioners in developing
loyalty programs (Jones & Taylor, 2007; Rundle-Thiele, 2005).
Early researchers (Dick & Basu, 1994; Jacoby & Chestnut, 1978) have admitted the
existence of the multi-dimensionality of brand loyalty. Yet, Oliver‘s (1997, 1999) work was
the first proposing a multi-dimensional brand loyalty consisting of: cognitive loyalty,
affective loyalty, conative loyalty, and behavioural loyalty. Harris and Goode (2004) deemed
that Oliver‘s multi-dimension conceptualisation is the most comprehensive evaluation of
4

brand loyalty. Unfortunately, few studies have assessed this conceptualisation and fewer have
rigorously examined the concept (Jones & Taylor, 2007; Lee et al., 2007; Li & Petrick,
2008b). The results support the existence of the multi-dimension of brand loyalty. However,
there is little agreement on the (number of) dimensions and their interrelationships.
It is still unclear what dimensions should be included when conceptualising and
measuring brand loyalty and how these dimensions are related to each other. Without such an
understanding, service firms may not be measuring the best variables in their attempts to
identify loyal customers and, consequently, not rewarding their target customers when
designing loyalty programs (Jones & Taylor, 2007). For this reason, as suggested by
Chandrashekaran et al. (2007) and Oliver (1999), an investigation into the fundamental
meaning of brand loyalty via assessing the dimensional structure of brand loyalty is
warranted.
2. The Relationships between Service Quality, Customer Satisfaction, Perceived Value,
Brand Image, and Brand Loyalty
A common purpose of research in the brand loyalty area is to identify the determinants
of brand loyalty. What causes loyalty has been the focus of brand loyalty from the beginning
(Day, 1969). Until recently, identification and examination of the factors that drive
consumer‘s brand loyalty and more specifically, customer purchase behavior has been one of
the critical foci of service research (Brady et al., 2005; Han et al., 2008; Lai et al., 2009).
While much attention has been given to this issue, the dominant brand loyalty drivers
have been service quality, perceived value, and customer satisfaction (Brodie et al., 2009;
Cronin et al., 2000; Dick & Basu, 1994; Oliver, 1997; Zeithaml et al., 1996). These constructs
have also been considered the building blocks of customer loyalty (Bolton & Drew, 1991;
Lovelock & Wirtz, 2007; Zeithaml, 1988) and important in the services literature (Cronin et
al., 2000). Traditionally studied individually or in bivariate models, recent studies find these
constructs in models of service evaluation processes related to a brand loyalty such as the
behavioral intention (Chitty et al., 2007; Clemes et al., 2009; Cronin et al., 2000; Fornell et
al., 1996; Lai et al., 2009). The results of those studies tend to be overlapping, as no research
has simultaneously compared the relative influence of these three important constructs on
service encounter outcomes (Cronin et al., 2000). This gap has generated a new call for a
research to examine simultaneously the relative influence of these constructs towards brand
loyalty in the service sector.
Image, both corporate image and brand image, is another important construct widely
acknowledged influencing brand loyalty (Andreassen & Lindestad, 1998; Back & Parks,
2003; Kandampully & Hu, 2007). Brand image has an important role in the service industry,
5

and specifically in the hotel industry, where competing services are perceived as virtually
identical in term of performance, price, and availability (Schuiling & Kapferer, 2004).
Unfortunately, the bulk of the brand image research has been on tangible products and retail
contexts (Bloemer et al., 1998), and little work reports on brand image assessment of service
firms. Specifically, there have been few research efforts to integrate the role of brand image
into brand loyalty (Chitty et al., 2007; Lai et al., 2009). Thus, extending the model of brand
loyalty to include brand image in a service context is a necessity. The inclusion of brand
image in brand loyalty framework could not only enhance the predictive power of the model
(Kotler et al., 2010), it could provide a better understanding of the factors that motivate guest
loyalty in the hotel industry.
Brand loyalty theory has been developed primarily in western cultures using North
American consumers (Han et al., 2008; Ostrom & Iacobucci, 1995). Dabholkar et al. (1996)
maintained that culturally idiosyncratic characteristics could result in different patterns and
strengths of the variable relationships across cultures. Consequently, applying theory and
models of the relationships between consumer service evaluations and brand loyalty outside
western countries could yield different results. For this reason, DeWulf et al. (2001) noted a
need to validate models created in one setting with examinations in other setting. In a similar
vein, Shoemaker and Lewis (1999) suggest to look at what creates loyalty across different
cultures. This argument offers the justification of examining the relationships between service
quality, customer satisfaction, perceived value, brand image, and brand loyalty in Indonesian
hotel industry.
3. The Effect of Brand of Origin on Brand Loyalty and Its Determinants in Service Context
Based on a content-analysis on the insights of ten experts in services marketing, Grove
et al. (2003) concluded that global marketing of services is under-researched. They called for
a greater investigation of services in the global arena and more cross cultural, rather than
country specific studies. In addition, Javalgi et al. (2001) query whether the concept of
country brand of origin (international vs. domestic brands) research applies to services.

As

globalisation accelerates, consumers are presented with an increasing number of brands.
Besides using price, warranty, and brand name, customers use brand of origin as extrinsic cue
when making a purchasing decision (Shanahan & Hyman, 2007; Zhuang et al., 2008).
Considering the importance of brand of origin in affecting consumer purchasing behaviour,
many studies have examined this issue in tangible product contexts (Batra et al., 2000; Kinra,
2006; Lee et al., 2008) while studies focusing on this issue in services contexts, especially in
the hotel industry, are scant. How consumers perceive the competitive positioning of
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international and domestic service brands is still unknown and further study to understand
local brands relative to international brands is suggested (Schuiling & Kapferer, 2004).
Conducting such a study in the highly competitive hotel industry is necessary as hotel
brands‘ marketing strategies must go head-to-head not only with regional or national brands,
but with international brands (Palumbo & Herbig, 2000). Understanding the customer
perception on brand loyalty and its determinants across service brand of origin will help the
marketing managers of international and domestic hotels to develop an appropriate
competitive strategy.

1.4 Research Purpose and Objective
Literature suggests that conceptually brand loyalty relates to relationship marketing.
Relationship marketing is a process of establishing, maintaining, and enhancing relationships
with customers and other stakeholders (Berry, 1995; Grönroos, 1994; Morgan & Hunt, 1994).
This definition implies that the relationship being established is not only with customers but
also with stakeholders such as suppliers, mediators, and other partners. In relation to
customers, scholars agree that brand loyalty is the main objective of relationship marketing
(Bowen & Shoemaker, 2003; Lovelock & Wirtz, 2007; Ndubisi, 2007). As this study
examining hotel guests‘ behaviour, this study is focused on brand loyalty rather than
relationship marketing.
This research has two main purposes. The first is to assess brand loyalty- its
dimensions and determinants. The second is to compare customer perceptions on these
constructs across internationally and domestically branded hotels. An integrated conceptual
framework was developed to examine the potential relationships among brand loyalty
dimensions and its determinants. In particular, this study adopted the Tripartite Theory
developed by Rosenberg and Hovland (1960) to help identify the dimensions and the structure
of attitudinal component of brand loyalty. More specifically, this study has three specific
objectives:
1. to identify the dimensional structure of brand loyalty in the hotel industry;
2. to examine the relationship between service quality, perceived value, customer
satisfaction, brand image, and brand loyalty in the hotel industry;
3. to examine the differences between international and domestic hotel brands (hotel
brand of origin) on brand loyalty and its determinants.
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1.5 Research Contribution
Having satisfied the three research objectives stated in Section 1.4, this research will
make contributions to the service marketing literature from both academic and practical
perspectives. From an academic perspective, this research will contribute to the service
marketing literature in several ways. This research will offer a tested model of the dimensions
and structure of brand loyalty in the hotel industry. This finding is important as there is no
consensus on the dimensional structure of brand loyalty. Another contribution of this research
is simultaneously modelling the relationships among several important service marketing
constructs: service quality, perceived value, customer satisfaction, brand image, and brand
loyalty. This research will also offer an understanding of customer perception across
international and domestic hotels of brand loyalty and its determinants. This finding is
significant as the comparison study between international and domestic brands in the hotel
industry context has been given little attention in the literature. Lastly, as most of the studies
on brand loyalty issue were conducted in developed countries, this research will provide an
alternative view for the three aforementioned contributions.
From a practical perspective, this research will benefit practitioners in the hotel
industry in a number of ways. This research will help hotel managers to understand how hotel
guests develop brand loyalty. It will also show how service quality, perceived value, customer
satisfaction, and brand image affect brand loyalty. By understanding both issues, hotel
managers will be better equipped to develop more appropriate marketing strategies to defend
current guests and attract potential guests. Finally, this research will highlight the differences
between international and domestic hotel brands from the perspective of hotel guests. By
revealing the hotel guest‘ perception on international and domestic hotel brands, this research
will help hotel managers to develop and implement suitable competitive strategies for both
domestic and international hotels

1.6 Conceptual Definitions
This study covers three main topics - brand loyalty, brand loyalty determinants, and
brand of origin. Brand loyalty consists of behavioural loyalty and attitudinal loyalty including
cognitive loyalty, affective loyalty, and conative loyalty. Brand loyalty determinants
comprises of perceived service quality, perceived value, customer satisfaction, and brand
image. Moreover, brand of origin includes international brand and domestic brand. The
definitions of these variables are presented as follows.
1. Brand loyalty: “A deeply held psychological commitment to re-buy or re-patronise a
preferred product/service consistently in the future, thereby causing repetitive same8

brand or same brand-set purchasing, despite situational influences and marketing
efforts having the potential to cause switching behaviour” (Oliver, 1999, p. 34).
2. Behavioural loyalty: “A composite measure based on a consumer's purchasing
frequency and amount spent at a provider compared with the amount spent at other
providers from which the consumer buys” (DeWulf et al., 2001, p. 37).
3. Attitudinal loyalty: ―A degree of dispositional commitment in terms of some unique
value association with the brand‖ (Chaudhuri & Holbrook, 2001, p. 82).
4. Cognitive loyalty: ―The existence of beliefs that (typically) a brand is preferable to
others‖ (Harris & Goode, 2004, p. 141).
5. Affective loyalty: ―A favourable attitude or liking based on satisfied usage (Harris &
Goode, 2004, p. 141).
6. Conative loyalty: “A loyalty state that contains what, at first, appears to be the deeply
held commitment to buy‖ (Oliver, 1999, p. 35).
7. Service quality: ―The consumer's judgment about a product‟s overall excellence or
superiority” (Zeithaml, 1988, p. 3).
8. Perceived value: ―The consumer‟s overall assessment of the utility of a service based
on perceptions of what is received and what is given” (Zeithaml, 1988, p. 12).
9. Customer satisfaction: ―Consumer‟s response to the evaluation of the perceived
discrepancy between prior expectation and the actual performance of the product as
perceived after its consumption‖ (Tse & Wilton, 1988, p. 204).
10. Brand image: “Perception about a brand as reflected by the brand associations held
in consumer memory (Keller, 1993, p. 3).
11. Domestic Brand: ―Brand that exist in one country or in a limited geographical area‖
(Schuiling & Kapferer, 2004, p. 98).
12. International Brand: “Brands that have globalized elements of the marketing strategy
or mix” (Schuiling & Kapferer, 2004, p. 98).

1.7 Organisation of Thesis
This section reviews the organisation of the thesis. This chapter presents the issues
related to the topic under examination. Chapter 2 reviews the literature relevant to this
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research within three broad headings: the first section contains a review of the development of
brand loyalty studies, aiming to identify the dimension of brand loyalty and its structure. The
second section addresses the previous studies of four loyalty determinants - service quality,
perceived value, customer satisfaction, and brand image. The last section reviews brand of
origin in the service context.
Chapter 3 discusses the proposed research model of brand loyalty and the relationship
between service quality, customer satisfaction, perceived value, brand image, and attitudinal
loyalty. In this chapter, the justification of adopting the Tripartite Theory to explain attitudinal
loyalty model is discussed. The chapter discusses the two hypotheses related to the
dimensionality structure of brand loyalty, 13 hypotheses on the relationships among brand
loyalty determinants as well as between attitudinal loyalty and its determinants, and five
hypotheses on the differences of respondent perception on brand loyalty and its determinants
based on international and domestic brands.
Chapter 4 contains the methodology used to empirically test the hypotheses developed
based on the proposed research model established in Chapter Three. This methodology
commences with a section on the research design before progressing to elaborate on the
process of scale development. The chapter also presents the data collection and data analysis
including Structural Equation Modeling (SEM) and means comparison methods. Finally,
ethical issues related to conducting this research are explained. Chapter 5 provides the
research results. Chapter 6, the final chapter, discusses the results from the three research
objectives, as well as their implications for the field, practitioners, and future research.
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Chapter 2
LITERATURE REVIEW
2.1 Introduction
This chapter reviews the relevant literature related to the three research objectives raised
in Chapter 1 and consists of five sections. Section 2.2 discusses the notion of brand loyalty in
an attempt to examine the conceptual and empirical studies on brand loyalty as the basis for
developing theoretical framework of brand loyalty. This section commences with the
discussion on the development of brand loyalty study approaches followed by a review of
recent research on brand loyalty dimensions. Section 2.3 discusses literature related to the
second research objective; to identify the factor that drives a customer to be loyal. The review
concentrates on the most significant brand loyalty determinants; service quality, perceived
value, customer satisfaction, and brand image. The discussion in this part is intended to
elaborate the conceptualisation of these determinants, the relationships between these
determinants, and the relationships between these determinants and brand loyalty in the hotel
industry context. Section 2.4 reviews the literature on domestic and international brands
(brand of origin) in relation to brand loyalty and its determinants. The purpose of this section
is to understand the theoretical basis of the differences between domestic and international
hotel brands. This theoretical basis will be used as a starting point to respond to the third
research issue: customer perception on brand loyalty and its determinants based on domestic
and international hotel brands. The final section summarizes the chapter.

2.2 The Development of Brand Loyalty Studies
The first research issue of this thesis is the need to investigate the dimensional structure
of brand loyalty. The purpose of raising this issue is twofold: (1) to identify the dimensions of
brand loyalty and (2) to examine the structure of these dimensions. For these purposes, a
review of the development of brand loyalty studies is necessary. The development of brand
loyalty studies can be classified into traditional approaches and the recent multi-dimension
approach. Following sections detail these approaches followed by a review of the current
research on the dimensional structure of brand loyalty to provide basis for developing the
theoretical framework for further examining this issue.
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2.2.1 Traditional Approach
The traditional approach of brand loyalty studies includes first a behavioural approach
followed by an attitudinal approach, then a composite approach (Back & Parks, 2003; Li &
Petrick, 2008b; Odin et al., 2001; Pritchard et al., 1992). This subsection provides an
overview of these three approaches. Each approach will be discussed in terms of its
conceptual development, measurement, strengths, and weaknesses.
2.2.1.1 Behavioural Approach
The behavioural approach to loyalty conceptualises brand loyalty as behaviour
(Ehrenberg et al., 1990; Kahn et al., 1986). Only a customer that buys the same brand
systematically over time can be regarded as a loyal customer. This approach is based on
stochastic philosophy where purchasing is considered a random behaviour that is very
complex and difficult to understand (Odin et al., 2001; Oliver, 1997; Rundle-Thiele, 2005).
This complexity is due to the fact that there are a large number of explanatory variables that
influence a customer purchasing behaviour making a comprehensive explanation of this
behaviour is almost impossible (McAlister & Pessemier, 1982; Tucker, 1964). Consequently,
it is difficult for marketers to directly influence buyer behaviour in a systematic manner (Li &
Petrick, 2008b). Studies related to the behavioural approach on brand loyalty were first
applied in the 1950s and 1960s (Cunningham, 1956; Tucker, 1964). The majority of those
early studies take a behavioural approach by interpreting loyalty uni-dimensionally, that is,
purchase behaviour. These early studies defined and operationalized brand loyalty as repeat
purchasing behaviour of a particular brand. Tucker (1964, p. 32), for instance, defined brand
loyalty as ―simply biased choice behaviour with respect to branded merchandise‖. In terms of
loyalty measurement, there are three methods most frequently applied among researchers in
this school of thought these are (1) proportion of purchase (Cunningham, 1956; Raj, 1985),
(2) purchase probability (Dekimpe et al., 1997; Frank, 1962), and (3) average purchase
(Iwasaki & Havitz, 1998; Tellis, 1988; Tucker, 1964). Other less frequent measurements
include purchase frequency (Brody & Cunningham, 1968), purchase sequence (Kahn et al.,
1986), and multiple aspects of purchase behaviour (DuWors & Haines, 1990). In terms of data
collection, the behavioural loyalty approach studies typically use data from either the actual
customers purchasing behaviour (such as scanner panel data) or self reported purchasing
behaviour.
The strength of the behavioural approach lies in its measurement of actual purchase
behaviour (Mellens et al., 1996; Odin et al., 2001) which is directly related to the performance
of the firm. In this case, the purchasing is not likely to be incidental as they are usually based
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on behaviour over a period of time. This measurement of loyalty provides a realistic picture of
how well the brand is performing compared to competitors (DuWors & Haines, 1990).
Subsequently, this measurement could assist in estimating the customer life-time value,
enhance prediction of purchase probabilities, and assist in developing cost-effective
promotions (Day, 1969). From the managerial perspective, this is important for the
development of marketing strategies such as product development and promotion strategy.
Additionally, as this loyalty is measured by purchasing behaviour, the behavioural data is
easier to collect compared to the collection of customer perceptual data. Due to this strength,
many academics until now have used the behavioural approach to measure brand loyalty,
including those in the hotel industry such as Mattila (2006) and Palmer et al. (2000).
Although researchers have emphasised its advantages, the behavioural approach has
many criticisms. Firstly, the processing of loyalty is made in a dichotomous way - loyalty or
disloyalty - requiring an arbitrary judgement to classify a consumer to be loyal or disloyal
(Odin et al., 2001). This classification often causes difficulty in deciding whether a customer
is loyal or disloyal, as using different methods could result in different conclusion. For
instance, measuring hotel guest loyalty based on purchase sequence method suggests that a
guest who stays in Hotel A one night every week for two months is a loyal customer toward
Hotel A although he also irregularly stays in Hotel B for 10 nights during the period. In
contrast, using proportion of purchase method, the guest could be considered as a loyal
customer toward Hotel B rather than Hotel A as he stayed more often in Hotel B (10 nights)
than Hotel A (8 nights).
Secondly, behavioural measures such as repeat purchases have been criticised for lack
of conceptual basis and narrow view of what is in fact a dynamic and complex of consumer
behaviour (Bloemer et al., 1998). For instance, a low degree of repeat staying in a certain
hotel brand may be due to situational factors such as non-availability of a hotel brand in a
certain city, variety seeking, or due the decision of stay being decided by other party.
Measuring loyalty based on this approach covers up considerable spurious loyalty (Day,
1969; Hennig-Thurau & Hansen, 2000). In other words, behavioural loyalty fails to
distinguish customers purchasing due to genuine brand preference (true loyal) from customers
who purchase due to cost or convenience reasons (Dick & Basu, 1994; Kumar & Shah, 2004;
Mellens et al., 1996; Odin et al., 2001).
Thirdly, as the behaviour approach only uses repeat purchase data to decide customer
loyalty, it cannot offer an understanding of the factors causing or motivating loyal behaviour
(Han et al., 2008; Pritchard et al., 1999; Zeithaml et al., 1996). While this approach provides
the most accurate representation of past behaviour (Jacoby & Chestnut, 1978), this behaviour
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is not necessarily a good representation of future behaviour (Day, 1969). Because of these
drawbacks, some researchers have argued that brand loyalty cannot be adequately understood
without measuring attitudes towards the brand (Day, 1969; Dick & Basu, 1994; Odin et al.,
2001). To conclude, the single dimension of behavioural loyalty is insufficient to explain how
brand loyalty is developed and/or modified.
2.2.1.2 Attitudinal Approach
Brand loyalty can also be conceptualised as an attitude (Odin et al., 2001).
Researchers in this stream follow a deterministic approach, where a limited number of
attitudinal causes directly influence repeat purchasing (Li & Petrick, 2008b; Odin et al., 2001;
Rundle-Thiele, 2005). This school of thought suggests that these causes can be isolated from
each other and stimulated, resulting in expected consumer behaviour. By contract, the
stochastic philosophy purports that marketers can only influence buyer behaviour in a
systematic manner. Thus, brand loyalty research in this area is focused on customer beliefs,
attitudes, and opinions related to purchasing behaviour (Back, 2005; Mellens et al., 1996;
Pritchard et al., 1992).
Attitudes are abstract concepts and resultant construct (Ajzen, 1989). As a
consequence, the conceptualisation and measurement of attitudinal loyalty has more
conceptual disagreement among researchers than the behavioural streams. Guest (1944) was
one of the first researchers to apply attitudinal approach by using ―consistency of preference”
to measure brand loyalty. Since the publication of Guest‘s work, researchers in various
contexts, including the hotel industry, have supported this approach and conceptualized
loyalty as an attitude toward the brand (Morais et al., 2004), an attachment (Backman, 1991;
Pritchard et al., 1999; Rauyruen & Miller, 2007), a commitment (Baloglu, 2002; Pritchard et
al., 1999), and intention (Chitty et al., 2007; Johnson et al., 2006; Kandampully & Hu, 2007;
Zeithaml et al., 1996). Most studies in this genre use multiple dimensions of attitudes to
measure brand loyalty. However, some researchers suggest that a single dimension is an
appropriate method to measure brand loyalty. Reichheld (2003), for instance, contended that
loyalty is best only assessed by willingness to recommend. Reichheld argues that this single
loyalty measurement is an effective method to measure customer loyalty compared to
customer satisfaction or retention rate.
There are several advantages to using the attitudinal approach as a measurement of
brand loyalty. Firstly, the attitudinal measurement of loyalty avoids criticism addressed to
behavioural measurement by using interval scale (Odin et al., 2001). Interval scales can
facilitate the data collection process and enable researchers to reveal the intensity of loyalty to

14

a certain brand from ‗extreme disloyal‘ to ‗extreme loyal‘. This gradation of loyalty scales
could provide a deeper analysis such as the prediction of customer future behaviour.
Secondly, a meta-analysis of attitude-behaviour studies revealed that attitudes significantly
and substantially predict future behaviour (Glasman & Albarracın, 2006). Thus,
understanding attitudinal loyalty is potentially a better predictor of future behaviour than past
behaviour. An understanding of attitudes towards the act of buying the brand, will aid
marketing managers in the design of programs to modify customer‘s behaviour, especially
their switching behaviour from/to a certain brand (Hennig-Thurau & Hansen, 2000; Jacoby &
Chestnut, 1978). In addition, Day (1969) suggested that marketers need to understand the
cognitive aspects of loyalty, in order to manage brand loyalty. Further, the cognitive
mechanism that forms the loyalty construct must be studied (Pritchard et al., 1999) to reveal
the underlying motivation surrounding purchase behaviour (Dick & Basu, 1994). These calls
have resulted in much research in the conceptualisation and measurement of brand loyalty,
including those in the hotel industry although much of the work has been based on single
attitudinal dimensions (Ekinci et al., 2008; Kayaman & Arasli, 2007; Peterson & Iyer, 2006;
Skogland & Siguaw, 2004).
While there appear many advantages of using attitude to measure brand loyalty, there
are also drawbacks. Tucker (1964) was among the early critics of attitudinal loyalty. Tucker
(1964) promoted the use of a purely behavioural measure of loyalty because he predicted that
‗scholarly chaos‘ would erupt if attitudes were included in the operationalisation of brand
loyalty. Tucker‘s argument relates to the large number and complicated factors influencing
customer‘s attitudes. A further criticism of attitudinal loyalty measurement relates to its
lacking of predicting power towards an actual purchase behaviour (Bennett & Rundle-Thiele,
2002; Mellens et al., 1996). This limited explanatory power could be the result of intervening
influences from other factors limiting purchase behaviour such as distribution issues and
customer situational factors (Jacoby & Chestnut, 1978). Thus, there is less guarantees that
customers who have intention to buy will actually buy in the future. This discussion leads
towards the conclusion, as in the case of behavioural loyalty, a single dimension of attitudinal
loyalty still cannot explain brand loyalty satisfactorily.
2.2.1.3 Composite Approach
The discussions of behavioural and attitudinal approaches indicate that when used on
their own do not sufficiently explain brand loyalty. Kim et al. (2008a) contended that
measuring only one facet of brand loyalty could result in measuring a spurious attitudes
(unstable attitudes that do not influence the subsequent behaviour) or a spurious behaviour
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(inertial behaviours that are unstable and unpredictable). Researchers suggest a simultaneous
consideration of a composite of both attitudinal and behavioural loyalty in the measurement of
customer loyalty (Day, 1969; Dick & Basu, 1994; Jacoby & Chestnut, 1978). Such studies
have described brand loyalty as not only an outcome of repeat purchase behaviour, but also
the consequences of an attitudinal process.
Within brand loyalty studies developing this composite approach, three studies are,
arguably, the most influential. Day (1969) argued that genuine loyalty is consistent
purchasing behaviour, rooted in positive attitudes toward the brand. Day‘s two-dimensional
conceptualization of loyalty (attitudinal and behavioural), suggests a simultaneous
consideration of attitudinal loyalty and behavioural loyalty. Specifically, Day proposed a
composite index of loyalty as formulated below.
L= P [B]/A
Where

L: Loyalty
P [B]: Proportion of brand purchase
A: Loyal attitude

This formulation posits that loyalty is influenced by the behaviour of purchase
(proportion) and the attitude towards the brand. Attitude refers to involvement and
commitment toward a brand (Day, 1969), and a customer with a high proportion of
purchasing but low attitude is a spurious loyal customer. True brand loyalty occurs when a
customer has both a high proportion of purchase and a high involvement and commitment
(attitude). By considering both behaviour and attitude, Day (1969) contributed significantly to
the development of brand loyalty research.
Jacoby and Chestnut (1978) presented a broader definition the concept of loyalty
which profoundly influenced the direction of subsequent brand loyalty researches. Jacoby and
Chestnut (1978, p. 80) stated “These are that brand loyalty is (1) the biased (i.e., non
random), (2) behavioural response (i.e., purchase), (3) expressed over time, (4) by some
decision-making unit, (5) with respect to one or more alternative brands out of a set of such
brands, and (6) is a function of psychological (decision making, evaluative) processes”. This
definition implies that to be considered loyal, a customer must have brand choices and
psychologically assess the advantage of one brand over other brands. As a result of this
psychological assessment processes, the customer develops a commitment towards the
product. The repeat purchase of the product based on this commitment is considered as loyal.
According to this definition, the psychological aspect of the purchasing process provides an
essential basis for differentiating a loyal customer from a repeat purchaser.
Dick and Basu (1994) conceptualized loyalty as a combination effect of attitude and
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behaviour based on Jacoby and Chesnut (1978) work. They suggested that loyalty is the result
of an interaction between a customer‘s relative attitude towards a brand (or a store) and their
repeat purchase behaviour for that brand (or store). The loyalty typology divides customers in
to four loyalty groups: truly loyalty, spurious loyalty, latent loyalty, and no loyalty.
Customers with high relative attitude and repeat purchase are described as truly loyal;
customers with high repeat purchase but low relative attitude are considered spurious loyal
customers. A latent loyal customer has a high relative attitude but low repeat purchase; and
those with low relative attitude and repeat purchase are non loyal customers. Dick and Basu
(1994) further suggested that the relationship between relative attitude and repeat patronage is
influenced by social norms and situational factors. The classification of customers into four
typology of loyalty provides a significant contribution to the marketing practices as through
these typologies marketers could predict their future customer retention and defection
(Garland & Gendall, 2004).
By combining the dimensions of attitude and behaviour, the composite approach
provides a more reliable and valid method of measuring brand loyalty (Oliver, 1997, 1999).
Combining those measurements helps researchers understand the future customer behaviour
and assists marketing managers to develop appropriate marketing strategies to influence their
customer‘s behaviour. More specifically, this composite loyalty approach can help to identify
loyalty segments and suggest marketing strategies to reach those segments (Jarwis & Mayo,
1986). The composite loyalty approach is used by researchers across broad research contexts
(Jacoby & Kyner, 1973; Kumar & Shah, 2004; Lee & Back, 2009; Odin et al., 2001)
including hotel contexts (Baloglu, 2002; Skogland & Siguaw, 2004).
While the composite loyalty is well accepted, this approach does have drawbacks.
Jacoby and Chestnut (1978, p. 57) stated ―The basic argument against such measures
(composite loyalty) is that, thus far, they typically use laboratory experimentation for
assessing the behavioural component”. This contention relates to the conceptual relation
between attitude and behaviour. By using laboratory experimentation, a researcher could
examine directly whether a customer who has intention to buy will really buy. Although this
experiment could provide a better explanation for such a relationship, this type of testing may
not be valued in applied marketing research. Another critique of this approach relates to the
risk of improper multiplication of attitude and behaviour components (Back, 2005), more
specifically between behavioural intention and actual behaviour. While social psychology
clearly differentiates behavioural intention from action behaviour, researchers such as Bowen
and Chen (2001), Jones and Taylor (2007), Lobo (2008), and Rauyruen and Miller (2007) use
behavioural intention to measure behaviour. Although the composite approach could identify
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loyal segments based on the combination between attitude and behaviour, the segment
identified is still considered as too broad; as a result, some researchers (Jones & Taylor, 2007;
Rundle-Thiele, 2005) argue that this two dimensional concept of loyalty is not sufficient to
direct practitioners in their development of brand loyalty programs.
The traditional approach of brand loyalty studies has evolved from the unidimensional behavioural and attitudinal approaches. The embedded drawbacks of these
approaches make them insufficient to explain brand loyalty. The composite approach emerged
as a combination between attitudinal and behavioural approaches. Although widely accepted,
the composite approach still cannot satisfactorily explain the complex and dynamic of
customer‘s loyalty behaviour. A discussion of more recent developments of brand loyalty
studies, multi-dimension approach, follows.
2.2.2 Multi-Dimension Approach
While attitudinal, behavioural, and composite approaches have dominated brand
loyalty literature, recent studies on brand loyalty have challenged these one and two
dimensional conceptualisations (Harris & Goode, 2004; Jones & Taylor, 2007; Oliver, 1999).
Past researchers such as Dick and Basu (1994), Jacoby and Chestnut (1978), and Pritchard et
al. (1999) had mentioned the existence of multi-dimensional brand loyalty, but Oliver (1997,
1999) was the first scholar who scrutinized the issues of the multi-dimensionality of brand
loyalty.
Following the brand loyalty conceptualisation proposed by Jacoby and Chestnut
(1978) and Dick and Basu (1994), Oliver (1999, p. 34) defined (brand) loyalty as “a deeply
held psychological commitment to re-buy or re-patronise a preferred product/service
consistently in the future, thereby causing repetitive same-brand or same brand-set
purchasing, despite situational influences and marketing efforts having the potential to cause
switching behaviour”. This definition underlines that attitude formulation not only leads
customer to repurchase in the future but also resists competitor marketing efforts. Thus, true
brand loyalty will exist if a customer‘s attitude is directed toward a focal brand preference.
Oliver (1997, p. 35) stated that there are three conditions where true loyalty will occur:
(1) “the brand attribute ratings (beliefs) must be preferable to competitive offering;
(2) this „information‟ (point 1) must coincide with an affective preference (attitude) for
the brand, and;
(3) the consumer must have a higher intention (conation) to buy the brand compared with
that for alternatives”.
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The Oliver (1997, 1999) conceptualisation of brand loyalty implies that loyalty is
neither a dichotomy (loyalty and no loyalty), nor multi-category typology (e.g., low, spurious,
latent, and high loyalty), but a sequence or continuum. In this case, loyalty formulation
commences with cognitive loyalty, followed by affective loyalty, to conative loyalty or
intention loyalty, and finally the actual purchase (action loyalty or behavioural loyalty) as
shown in Figure 2.
Figure 2 Four Stage of Loyalty (Adapted from Evanschitzky & Wunderlich, 2006, p. 335)
Cognitive

Affective

Conative

Action

Loyalty

Loyalty

Loyalty

Loyalty

This multi-dimension conceptualisation of brand loyalty is considered to be the most
comprehensive evaluation of brand loyalty constructs (Harris & Goode, 2004). This concept
is an important step in gaining a greater understanding of the dynamic multiphase process of
loyalty development (McMullan & Gilmore, 2003). Each of these brand loyalty dimensions is
reviewed in subsequent discussions.
2.2.2.1 Cognitive Loyalty
Conceptually, cognitive loyalty is based on the cognition dimension of attitude.
Hawkins et al. (2001) suggest that cognition simply refers to consumer‘s belief and
knowledge about a phenomena; a definition shared by Greenwald (1989b), Ajzen (2005), and
Eagly and Chaiken ((2007). As cognition is based on beliefs and knowledge; cognitive loyalty
is loyalty based on brand knowledge and belief that the brand is preferable to its competitors
(Harris & Goode, 2004; Oliver, 1999). At this loyalty stage, a brand will come first in a loyal
consumer‘s mind when questions of what to buy or where to go arise (Gremler & Brown,
1998). In other words, the brand is the customer‘s primary option or first choice among
alternatives.
Cognition is attained through persuasive communication in the information-processing
model (Bagozzi et al., 1979). Consequently, promotion strategies set out to increase customer
knowledge and develop beliefs about the product or services. Besides advertising, word of
mouth communication, and other communication strategies such as public relations, the
positive or negative beliefs towards a product or service will be influenced by the experience
of consuming the product or service. As an illustration, cognitive loyalty occurs when a
customer wants to stay at a particular hotel because they have the knowledge about its
existence and develop beliefs based on information received about the hotel even though they
have not had the experience of staying there. This loyalty will be stronger if his or her belief is
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confirmed with his or her satisfaction from experience staying in the hotel. This satisfaction
confirmation, then, begins to take on a deeper loyalty meaning- affective loyalty (Oliver,
1999). If the experience of consuming the hotel services is not as expected, the loyalty will
weaken.
Although it might be important in generating an individual purchase, belief is often
temporary as this factor depends only on advertising and promotional efforts (Jacoby &
Chestnut, 1978). Cognitive loyalty may not have as strong a relationship with purchasing
behaviour as affective loyalty and conative loyalty, as evident by the very few studies e.g.
McCain et al. (2005) that focus on cognitive loyalty as the only measure of brand loyalty.
2.2.2.2 Affective Loyalty
Affective loyalty is ―a favourable attitude or liking based on satisfied usage” (Harris
& Goode, 2004, p. 141). Oliver (1999) insisted that this loyalty is grounded on the affect
concept of attitude. Affective corresponds to a consumers‘ overall evaluation of the brand
(Assael et al., 2007) and contains some involvement, liking, and caring (Oliver, 1997). In a
similar vein, Back and Parks (2003) asserted that affect refers to feelings, moods, or
emotional responses that can be measured by collecting verbal reports or by psychological
responses. This ‗liking‘ a product or service is the result of satisfaction of consumption of
product or service over time. ‗Liking‘ will eventually create commitment toward the product
or service which is called affective loyalty and is encoded in the consumer‘s mind as a result
of cognition and affect (Oliver, 1997, 1999).
Whereas cognitive loyalty draws from information-processing theories, affective
responses are modelled from classical conditioning of Learning Theory (Bagozzi et al., 1979).
Neutral stimuli will be associated with unconditioned stimuli if they are linked repeatedly
(Assael et al., 2007). In the hotel context for example, the high service quality offered to the
hotel guests is unconditioned stimuli; while guest satisfaction is the unconditioned response.
If a hotel can deliver consistent high service quality, the hotel guests will associate the hotel
brand (neutral stimuli) with high quality service. In other words, this consistency linkage
between high quality service and satisfaction will arouse customer felling of affection towards
the hotel brand.
Among the three components of attitude (cognitive, affective, and conative), affective
is central to the study of attitude as this component summarises consumer predisposition to be
favourable or unfavourable to a certain brand (Assael et al., 2007). Different from beliefs,
which are multidirectional, the affective component is uni-dimensional from poor to excellent
or from prefer least to prefer most (Back & Parks, 2003). Brand beliefs are relevant only to
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the extent that they influence brand evaluations, which are the primary determinant of liking
or disliking behaviour. As such, researchers often treat brand evaluations as synonymous with
attitudes, but in essence, brand evaluation is formed by belief and influences intention to buy
(Assael et al., 2007). Compared to beliefs, brand liking is more enduring and may well
influence decision-making activities (Jacoby & Chestnut, 1978).
As with cognitive loyalty, affective loyalty remains subject to switching behaviour,
demonstrated by studies that show a large percentage of brand defectors, claiming to have
been previously satisfied with the brand (Oliver, 1999). One reason for satisfied customers
defecting is that they might consume several brands in the product category. In their
consumption, the customers are satisfied with some brands more than others. Thus, they have
affective feeling towards many brands (Pedersen & Nysveen, 2001). Given this possibility,
affective loyalty is not necessary a perfect predictor of behavioural loyalty with Oliver (1999)
recommending a more profound commitment needs to be developed for a customer to be truly
loyal.
2.2.2.3 Conative Loyalty
Oliver (1997) stated that conation implies a brand-specific commitment to repurchase.
While Assael et al. (2007) defined conation as a consumer‘s tendency to act toward an object
generally measured in terms of intention to buy. Conative loyalty, also known as behavioural
intention or loyalty intention (Johnson et al., 2006), is ―a loyalty state that contains what, at
first, appears to be the deeply held commitment to buy‖ (Oliver, 1999, p. 35). The
commitment to buying a product or service is influenced by repeated episodes of positive
affect toward the brand. Jacoby and Chestnut (1978) insisted that commitment restricts
customer in no uncertain choice direction towards a particular brand‘s warranting for repeat
purchase. Consequently, having committed consumers is important for any business as they
tend to resist persuasion from other providers (Pritchard et al., 1999).
According to Bagozzi (1979), behavioural intention arises from reward or punishment
for response behaviour towards a brand through operant conditioning. Operant conditioning
deals with behaviours that are usually assumed to be under the conscious control of individual
(Assael et al., 2007). Operant behaviours are emitted because of consequences that occur after
the behaviour. A hotel which provides excellent service (reinforcer) to a repeat customer may
strengthen the customer‘s intention to re-stay in the future. Providing excellent service
(reinforcer) consistently will shape the behavioural intention to stay, while providing a poor
service (a punishment) to a repeat customer will weaken the relationship which leads to
negative intention.
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Many researchers, such as Bowen and Shoemaker (2003), Day (1969), and Jacoby
and Chestnut (1978) have applied levels of commitment towards a brand to measure
attitudinal loyalty. Other researchers such as Chitty et al. (2007), Kandampully and Hu
(2007), and Zeithaml and Bitner (1996) simply use commitment to gauge brand loyalty. Most
of these studies have showed that commitment is a criterion for differentiating brand loyalty
from other forms of repeat purchasing behaviour. This commitment is an intention to buy
(Oliver, 1999), and as a consequence, it may be an anticipated but unrealized action.
2.2.2.4 Behavioural Loyalty
Behavioural loyalty or action loyalty is the last phase of Oliver (1997, 1999) brand
loyalty sequence (Figure 2). This loyalty stage is a conversion of intentions to action,
accompanied by a willingness to overcome obstacles to such action (Harris & Goode, 2004).
As discussed in Subsection 2.2.1.1, behavioural loyalty is a customer‘s repeat purchasing
pattern toward a specific brand, that is, a customer‘s overt behaviour towards a specific brand
in terms of repeat purchasing behaviour. This loyalty can be sustained by commitment as
customer feels satisfied with the product or service to the degree that their informationseeking relating to alternative products or services has lessened (Oliver, 1997, 1999).
However, at this loyalty stage, customers could still change their behaviour due to persuasion
and trial offered by competitors (McMullan & Gilmore, 2003), something every business
must be aware of.
To conclude, the multi-dimension approach construes brand loyalty as a phase of
cognitive loyalty, affective loyalty, conative loyalty, and behavioural loyalty. The first three
components are a further development of the attitudinal component of brand loyalty
developed in traditional approach. As a comprehensive evaluation of brand loyalty, this
approach promises to explain complex and dynamic customer‘s loyalty behaviour. The
following discussion specifies the current empirical research examining the dimensionality of
brand loyalty.
2.2.3 Research on the Dimensionality of Brand Loyalty
The multi-dimension brand loyalty proposed by Oliver (1997, 1999) is an important
concept to explain complex customer loyalty behaviour (McMullan & Gilmore, 2003).
However, limited studies have examined this loyalty concept and they fall into two categories;
(1) studies examining the existence of multi-dimension of brand loyalty, and (2) studies
examining the formation of brand loyalty. This subsection discusses these studies to provide
direction to further examine the dimensionality of brand loyalty.
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2.2.3.1 The Existence of Multi-Dimension Brand Loyalty
Four studies have assessed the existence of Oliver‘s (1997, 1999) dimensions of
cognitive loyalty, affective loyalty, conative loyalty, and behavioural loyalty. McMullan and
Gilmore (2003) developed scales to test the brand loyalty dimension in restaurant setting.
Back and Parks (2003) investigated the mediating effects of cognitive loyalty, affective
loyalty, and conative loyalty on the relationship between customer satisfaction and
behavioural loyalty in lodging industry. Pedersen and Nysveen (2001) compared brand
loyalty among online bank customer. Evanschitzky and Wunderlich (2006) analysed the
moderator effect of personal and characteristic factor on each phases of brand loyalty in
retailing context. Although their research purposes were different, all of these studies
supported the existence of four brand loyalty dimensions: cognitive loyalty, affective loyalty,
conative loyalty, and behavioural loyalty. However, differences were found in the
relationships between the loyalty dimensions. Back and Parks (2003) found significant paths
of the sequence of brand loyalty dimensions. In contrast, Evanschitzky and Wunderlich
(2006) identified only the path between cognitive loyalty and affective loyalty significant.
Pedersen and Nysveen (2001) reported that the relationship between cognitive loyalty and
affective loyalty was not significant, while the relationship between cognitive loyalty and
conative loyalty was weak although significant. In short, while these studies provide evidence
to support the existence of four brand loyalty dimensions (cognitive loyalty, affective loyalty,
conative loyalty, and behavioural loyalty); the relationships between the dimensions have not
reached consensus.
2.2.3.2 Studies Examining the Formation of Brand Loyalty
Five studies have rigorously examined brand loyalty dimensions using Structural
Equation Modeling (SEM). Jones and Taylor (2007) scrutinized the dimensionality of brand
loyalty directed by the psychology literature (behavioural and cognitive) and the marketing
literature (cognitive, attitudinal, and behavioural). The process of analysis was conducted
using disaggregated models. In their model, loyalty was treated as a single higher-order factor
consisting of several first-order factors. The results indicated that attitudinal loyalty and
cognitive loyalty are highly correlated, suggesting the constructs are similar. They concluded
that their results supported a two-dimensional model of loyalty: behavioural loyalty and a
combination of attitudinal loyalty and cognitive loyalty. However, looking closely at Jones
and Taylor‘s (2007) loyalty measurement, their behavioural loyalty was gauged by intention
items. What they called behavioural loyalty was behavioural intention (conative loyalty). In
essence, their study examines attitudinal loyalty rather than brand loyalty.

23

Harris and Goode (2004) tested a loyalty model including four determinants: service
quality, satisfaction, perceived value, and trust in online services (book and ticket
purchasing). Their study revealed 16 valid and reliable measurement items of brand loyalty
dimensions for both online services. Through comparative model analysis, they concluded
that the hypothesized sequence of brand loyalty, i.e., cognitive loyalty, affective loyalty,
conative loyalty, and behavioural loyalty was the best-fit model compared to competing
models in both study settings. Unfortunately, their measurement of behavioural loyalty
included intention items (e.g. ‗I will‘) and these intention items could be construed as
conative loyalty rather than behavioural or action loyalty.
Lee et al. (2007) examined the antecedents of destination loyalty in a forestry setting.
While adopting the Oliver (1997, 1999) conceptualization of four phases of loyalty, they
argued that the cognitive component was not considered a dimension of loyalty but an
antecedent of loyalty. They proposed three rather than four phases of loyalty including:
attitudinal loyalty, conative loyalty, and behavioural loyalty. Lee et al.‘s (2007) results
support the three phase brand loyalty model but they noted that their measurement of
behavioural loyalty with a single item raises issues of validity and reliability (Churchill,
1979).
Li and Petrick (2008b) investigated the dimensional structure of brand loyalty in the
cruise line industry. Their study conceptualised brand loyalty based on the four stage model
by Oliver (1997, 1999). However, rather than proposing a sequence of four stage loyalty, they
proposed that brand loyalty consists of behavioural loyalty and a hierarchical attitudinal
loyalty reflecting three sub-dimensions: cognitive loyalty, affective loyalty, and conative
loyalty based on the Tripartite Theory. Their analysis revealed that cognitive loyalty, affective
loyalty, and conative loyalty were highly correlated indicating that attitudinal loyalty is a
single higher order dimension rather than a second higher order with three sub-dimensions.
Further, their brand loyalty model consisted of attitudinal loyalty and behavioural loyalty, but
the relationship between these loyalty dimensions was weak, so there was less support for the
proposed relationship between these two constructs (Dick & Basu, 1994). While their
formulation of a single attitudinal loyalty had a strong theoretical basis, their attitude
measurement, according to Breckler (1984)‘s assertion, was less robust as the cruise line
service (the attitude object) was not present when the respondent evaluated the service (the
evaluation happened after the cruise). Additionally, their measurement of conative loyalty
included item ‗first choice‘ which could be construed as cognitive loyalty rather than conative
loyalty (Han et al., 2008; Kim & Kim, 2005; Skogland & Siguaw, 2004). Lastly, their
modification of the brand loyalty model was a post hoc analysis, and they acknowledged that
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their findings should be treated as tentative and required validation.
Finally, Han, et al. (2008) looked at service loyalty using Oliver‘s (1997, 1999) model
with a system of determinants consisting of quality, value, satisfaction, relationship quality,
and relational benefits across services in China. They tested the model in two studies. The
first study was conducted in the hotel context with the result providing support for the
existence of four dimensions of loyalty. They claimed that the four dimensions of loyalty
were part of a second-order hierarchical factor of brand loyalty. This finding was consistent
with their second study which included airline, mobile phone, hospital, bank, and salon
settings. This study supported the existence of hierarchical composite brand loyalty. Although
their model fit across the service settings and throughout the validation process, they did not
provide information whether competing models of brand loyalty had been assessed. Thus, it is
possible that there is a better model to explain the brand loyalty structure.
To sum-up, the mainstream of empirical studies on the dimensionality of brand loyalty
tend to agree that brand loyalty is a multi dimension construct, however their results on the
structure of brand loyalty tend to be divergent. Further, there is consensus on the single
dimension of behavioural loyalty but no consensus on the attitudinal component of brand
loyalty.
2.2.4 Section Summary
The early single dimension models of brand loyalty have evolved into more complex
and dynamic processes of brand loyalty, including the dimensions of cognitive loyalty,
affective loyalty, conative loyalty, and behavioural loyalty. Although recent studies report the
existence of multiple dimensions of brand loyalty, the more rigorous studies have scrutinized
the brand loyalty formation and there is little agreement on the number of the dimensions or
their structure. Understanding brand loyalty dimensions and its structure will provide an
important basis for developing a brand loyalty program, thus further examination of this issue
is warranted. The next section reviews brand loyalty determinants.

2.3 The Determinants of Brand Loyalty
The marketing literature to date has not clearly identified a theoretical framework of the
factors leading to the development of loyalty (Andreassen & Lindestad, 1998; Gremler &
Brown, 1998). However, among its determinants, service quality, customer satisfaction,
perceived quality, and brand image have been widely recognized as affecting brand loyalty.
This section discusses service quality (Subsection 2.3.1), customer satisfaction (Subsection
2.3.2), perceived value (Subsection 2.3.3), brand image (Subsection 2.3.4), and reviews
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empirical studies examining the relationships between brand loyalty and these four
determinants in the hotel industry (Subsection 2.3.5). Beyond detailing the conceptualisation
of these determinants, these discussions are designed to identify their potential relationship
with brand loyalty in the hotel industry context and direct the current research.
2.3.1 Service Quality
Service quality, a consumer's judgment about the overall superiority of a product or
service (Zeithaml, 1988), is widely acknowledged as one of the important determinants of
brand loyalty. Service quality is an essential strategy for success and survival of any business
organisation (McCain et al., 2005), as it can influence customer purchase behaviour and
organisation performance (Zeithaml et al., 1996). Considering the importance of service
quality for any business, a great deal of service quality research in recent decades has been
devoted to examine this construct across industries (Brady & Cronin, 2001; Ekinci et al.,
2008; Lovelock et al., 2001; Zeithaml et al., 1996). Despite a number of service quality
studies, there has been little consensus not only in its conceptualisation, but also its
measurement, dimensionality, and consequences (Brady & Cronin, 2001; Ladhari, 2008;
Zeithaml et al., 1996). The lack of this consensus might be related to the unique
characteristics of services-intangibility, heterogeneity, and inseparability of production and
consumption resulting the subjectivity of interpretation (Rust & Oliver, 1994).
A review on the service marketing literature indicates that there are mainly two types
of service quality conceptualisations: Nordic and American. The Nordic approach proposes
that a customer‘s overall perception of service quality consists of functional and technical
quality (Brady & Cronin, 2001; Dabholkar et al., 1996), with technical quality being what
customers get after the service delivery process in buyer-seller interactions (Brady & Cronin,
2001; Gronroos, 1984), and functional quality is the interaction between employees and
customers during the service encounter (Gronroos, 1984; Ladhari, 2008; Lau et al., 2005).
The American approach proposes that service quality consists of reliability, responsiveness,
empathy, assurances, and tangibles dimension, known as SERVQUAL (Zeithaml et al.,
1996). This model, based on Expectancy-Disconfirmation Theory, views that service quality
is a gap between customers‘ perceptions and expectations of service performance. Although
researchers tend to use the American approach over the Nordic approach, neither approach
has been deemed universally superior (Brady & Cronin, 2001).
A recent development in service quality research proposes more models, which are
essentially developments of the Nordic or American approach, or combinations of both
models. SERVQUAL, for instance, have been developed with some variations, as in the
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Lodging Quality Index (Getty & Getty, 2003) and LODGSERV (Knutson, 1993) to assess
quality in hospitality contexts. Rust and Oliver (1994) proposed the Three-Component Model
of service quality, consisting of technical quality, functional quality, and the service
environment, and further development proposes that customers not only evaluate the
perceptions of service quality using multiple dimensions, but in a hierarchical structure
(Brady et al., 2001; Clemes et al., 2010; Dabholkar et al., 1996).
Acknowledging the shortfall of SERVQUAL in terms of theoretical and empirical
evidence, Cronin and Taylor (1992) recommended the SERVPERF model to assess service
quality. SERVPERF measures service quality by capturing customers‘ performance
perceptions in comparison to their expectation of the service encounter. The debate between
SERVQUAL and SERVPERF is widespread with some scholars such as Chebat et al. (1995),
Furrer et al. (2000), and Zeithaml et al. (1996) in favour of SERVQUAL as a better
measurement method, and others such as Babakus and Boller (1992), Brady et al. (2002), and
Brown et al. (1993) supporting SERVPERF. Despite these differences, Carrillat et al.‘s (2007)
meta-analytic study reports that both models are equally valid predictors of overall service
quality. Other scholars (Cronin et al., 2000; Zeithaml et al., 1996) conclude that SERVQUAL
is a suitable tool for diagnosing service shortfall and measuring the variance of dependent
constructs, while SERVPERF is commonly acknowledged as a suitable method for predicting
consequences variables such as customer satisfaction and brand loyalty. This thesis proposes
service quality as the predictor of perceived value, customer satisfaction, and brand loyalty;
thus, service quality is measured by perceived service quality.
Service quality is widely acknowledged as an important competition strategy (Han et
al., 2008; Juwaheer, 2004; Kayaman & Arasli, 2007; Wilkins et al., 2007; Zeithaml, 2000)
and there are an abundance of studies examining service quality and its relationships with
other variables in services contexts. A large number of these studies examine the
dimensionality and the performance of service quality across culture contexts (Akbaba, 2006;
Chu & Choi, 2000; McCain et al., 2005; Nasution & Mavondo, 2005; Tsang & Qu, 2000).
These studies, mostly using SERVQUAL, report that service quality dimensions and their
relative importance vary with cultural context (Ladhari, 2008; Malhotra et al., 2005). Others
go beyond measuring service quality by examining the relationships between service quality
and other related variables such as customer satisfaction (Chitty et al., 2007; Fornell et al.,
1996; Juwaheer, 2004; Oh & Parks, 1997), perceived value (Chitty et al., 2007; Harris &
Goode, 2004; Kim et al., 2008b), brand image (Brodie et al., 2009; Clemes et al., 2009; Cretu
& Brodie, 2007), and purchasing behaviour such as loyalty (Ekinci et al., 2008; Han et al.,
2008; Ladhari, 2009; Lobo, 2008; Zeithaml et al., 1996). Fundamentally, these studies agree
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that service quality is an important factor in influencing customer satisfaction, perceived
value, and brand loyalty. However, how service quality influences customer satisfaction,
perceived value, and brand loyalty remains equivocal. Thus, it is essential that in examining
brand loyalty model, service quality should be included as one of its determinants.
2.3.2 Customer Satisfaction
Customer satisfaction is one of the objectives of marketing activity (Holbrook, 1994),
linking the process of purchasing and consumption with post purchase phenomena. Satisfying
customers is an important element in marketing concept (Kotler & Armstrong, 2004) as it
affects future consumer purchase behaviour (Oh & Parks, 1997; Yi, 1990; Yoo & Park, 2007),
profitability (Anderson et al., 1994; Chitty et al., 2007), and shareholder value (Anderson et
al., 2004).
There are many definitions given to the term customer satisfaction with one early
given stresses on cognitive process (Howard & Sheth, 1969). More recently, consumer
satisfaction paradigm research has gone beyond cognitively toned formulations to recognise
the affective nature of satisfaction with Tse and Wilton (1988, p. 204) defining it as
―consumer‟s response to the evaluation of the perceived discrepancy between prior
expectation and the actual performance of the product as perceived after its consumption‖.
While other variations of the definition of customer satisfaction have been presented by
scholars, most of the definitions agree that satisfaction is a complex human process, involving
cognitive, affective and other undiscovered psychological and physiological dynamics
(Bhattacharya & Singh, 2008; Woodruff, 1997).
Theories such as Expectation-Disconfirmation, Equity Theory, and Comparison-Level
Theory attempt to explain customer satisfaction (Skogland & Siguaw, 2004; Yi, 1990) and
Expectancy Disconfirmation Theory is arguably the most influential and has received the
widest acceptance (Ekinci et al., 2008; Lovelock et al., 2001). Expectancy-Disconfirmation
Theory examines the formation of expectations and the disconfirmation of those expectations
through performance comparison. Expectations reflect a pre-consumption perception
associated with goods and services, whereas performance is the basis of the customer‘s
perception of goods and services (Holbrook, 1994; Sinha & DeSarbo, 1998). Disconfirmation
arises from the discrepancy between prior expectation and actual performance of the goods
and services. This disconfirmation concept occupies a central position as a crucial intervening
variable in the Expectancy - Disconfirmation paradigm (Gale, 1994). If a customer perceives
the quality of the product or service that he or she buys exceeds their needs, wants, and
expectations, customer satisfaction will be high (positive disconfirmation). Alternatively, if a
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customer perceives that the quality of the product or service does not meet their needs, wants,
and expectations, then, customer satisfaction will be low (negative disconfirmation).
The expectancy-disconfirmation model is the basis for explaining both satisfaction and
service quality which contribute to the confusion between these constructs. However, the
expectancy-disconfirmation model which explains satisfaction differs from SERVQUAL
which explains service quality. The expectancy-disconfirmation model describes a
consumption process (Oh, 1999), while SERVQUAL gauges perceived service quality at a
given point in time, regardless of the process (Parasuraman et al., 1994). In other words,
service quality judgments are more cognitive reactions and evaluations of specific attributes,
whereas satisfaction judgments were more comprehensive, affective, and emotional reactions
(Oliver, 1997). Generally, a high service quality will lead to a high level of satisfaction, but a
customer need not buy the high quality service, in the quest for need satisfaction. For this
reason, although low service quality is perceived, customers may still be satisfied with the
provider because their expectation is low (Rust et al., 1996).
Customer satisfaction research in various services contexts can be classified into two
categories. The first category is research that measures the level of guest satisfaction and
identifies the shortfall of the service delivery, e.g. Gu and Ryan (2008), Ryan and Huimin
(2007), and Barsky and Nash (2003). These tend to be more for managerial purposes as they
are diagnostic in nature. The second category is research that examines customer satisfaction
in a multivariate model including its antecedent factors such as service quality (Juwaheer,
2004; Kandampully & Hu, 2007; Lobo, 2008), perceived value (Brodie et al., 2009; Kim et
al., 2008b; Lai et al., 2009; Oh, 1999), brand image (Faullant et al., 2008; Kayaman & Arasli,
2007), as well as its consequences such as customer loyalty (Back, 2005; Fornell et al., 1996;
Han et al., 2008; Hennig-Thurau et al., 2002; Li & Petrick, 2008a; Namkung & Jang, 2007).
Overall, researchers agree that customer satisfaction not only determines brand loyalty but
also mediates the relationships between service quality, perceived value, and brand image on
brand loyalty. However, scholars such as Harris and Goode (2004), Ganesh et al. (2000),
Chandrashekaran et al. (2007), and Oliver (1999) maintain that previous research is still
unable to convincingly explain the complex relationship between customer satisfaction and
customer‘ purchasing behaviour. For this reason it is imperative that this variable is included
as one of the brand loyalty determinant in this research.
2.3.3 Perceived Value
Customers choose one product over another because they believe it will provide better
value (Zeithaml et al., 2006) and because of its importance in decision processes, customer
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perceived value is fundamental in marketing activities (Holbrook, 1994; Wang et al., 2004).
As with service quality and customer satisfaction, perceived value is often interpreted
differently. Kotler et al. (2010), for instance, advised that customer perceived value is the
differences between the benefits and the cost of obtaining a product or services. Woodruff
(1997) characterized customer perceived value as a customer‘s perceived preference based on
the evaluation of the products attributes, performances, and consequences to fulfil their
customer‘s goal and purposes. Sinha and DeSarbo (1998) explained that value is the quality
that the customer can afford, while Gale (1994) defines value as quality defined by the
customer. There are endless variations of perceived value definitions, but the majority of
those definitions agree that perceived value is a comparison between what is received and
what is given as defined by Zeithaml (1988, p. 12) ―the consumer‟s overall assessment of the
utility of a service based on perceptions of what is received and what is given”. This
definition has been, arguably, the most common basis for studies into customer perceived
value construct (Gronroos, 2000).
Using this definition, the important concepts are: (1) comparison and (2) benefitsacrifice. Comparison refers to the disparity between benefit and sacrifice and the customer
perceived value created when the customer perceives that the benefit of consuming products
or services surpasses the sacrifices to obtain the product or services (Slater & Narver, 2000).
Benefit-sacrifice has two components; benefit generally refers to the quality and quantity of
goods or services customers receive, while sacrifice is represented as the price the customers
pays. The interpretation of value based on quality and price is too simplistic as it only reflects
to one dimension of perceived benefit and sacrifice (Sweeney & Soutar, 2001). In fact, the
benefits and sacrifices in consuming product or services are often related to both physical and
psychological aspects (Kotler et al., 2010; Zeithaml et al., 2006). Thus, the concept of benefit
and sacrifice in customer perceived value should cover quality, monetary, and psychological
aspects.
Providing superior customer value is identified as having a positive effect on both
customers and employees (Nasution & Mavondo, 2008; Oh, 1999; Woodruff, 1997) with high
customer value being linked to strong customer orientation (Gowan et al., 2001), customer
satisfaction and customer loyalty (Gill et al., 2007; Kim et al., 2008b; Oh, 1999), and is
therefore a source of competitive advantage (Sinha & DeSarbo, 1998; Woodruff, 1997).
Considering the importance of perceived value in influencing the consumer‘s behaviour,
considerable attention has been given to this construct in the services context. Most of the
empirical study in this industry assesses perceived service value in relation with other service
evaluation constructs such as service quality (Brodie et al., 2009; Chitty et al., 2007; Oh &
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Parks, 1997), brand image (Clemes et al., 2009; Cretu & Brodie, 2007; Lai et al., 2009),
customer satisfaction (Clemes et al., 2009; Fornell et al., 1996; Kim et al., 2008b), as well as
in relation with service outcome, especially brand loyalty (Brodie et al., 2009; Clemes et al.,
2009; Kim et al., 2008b). The mainstream of these studies point out that perceived value is an
important determinant of brand loyalty. However, the extent perceived value mediates the
relationship between service evaluation (e.g. service quality) and brand loyalty remaining
vague (Brodie et al., 2009; Cretu & Brodie, 2007). Thus, it is imperative that this study
includes perceived value as one of the brand loyalty determinant.
2.3.4 Brand Image
Brand image has long been recognized as one of the central tenets of marketing
research, not only because of its role as a foundation for tactical marketing-mix but also its
role in building long-term brand equity (Keller, 1993). In the mature and competitive
environment, as in the hotel industry, brand image has an important role as an alternative
strategy to product differentiation (Kim & Kim, 2005).
Although image has been recognized as an important factor that positively or
negatively influences marketing activities (Mazanec, 1995); there is less agreement on its
appropriate definition. The image concept was initiated by Martineau‘s (1958) work on store
personality, which refers to shopper‘s mind on functional and psychological aspects of store.
Since Martineau‘s work, various definitions of brand image have been developed. One widely
used definition, “Perception about a brand as reflected by the brand associations held in
consumer memory‖ was proposed by Keller (1993, p. 3). Other definitions, typically,
emphasise on psychological, symbolism, meaning and messages, and personification aspect
(Aaker, 1996; Dobni & Zinkhan, 1990; Gronroos, 2000). Further, Dobni and Zinkhan (1990,
p. 12) noted the four essential parameters of brand image:
1. “Brand image is the concept of a brand that is held by customers”
2. “Brand image is largely a subjective and perceptual phenomenon that is formed
through consumer interpretation, whether rational or emotional”
3. “Brand image is not inherent in the technical, functional or physical concerns of the
product. Rather, it is affected and molded by marketing activities, by context variables
and by the characteristics of the perceiver”
4. “Where brand image is concerned, the perception of reality is more important than
the reality itself”
With reference to the customer psychological frame, the service literature identifies a
number of factors that affect brand image. Kandampully and Hu (2007) contend that image is
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a very complex concept more than just the summation of all the factual attributes of a firm.
Other scholars such as Gronroos (2000) and Lee et al. (2008) suggest that a customer‘s actual
experience with the goods and services and promotion strategies such as advertising, public
relations, and word-of-mouth communication will shape the image in customer mind. While
influenced by direct experience and promotional communication, brand image is also shaped
through brand association with another entities such as the company, country, distribution
channel, person, place, or event (Park et al., 1996). In essence, brand image is influenced by
the interactions among all factual and emotional elements of a firm in generating consumer‘s
impression on a brand (Dobni & Zinkhan, 1990; Keaveney & Hunt, 1992). Among these
factors, Aaker (1996) maintains that the customer experience with the product and services is
the most important.
Brand image is an important determinant in developing brand loyalty (Gronroos,
2000). Oliver (1999) advocated that loyalty is not only about product superiority and
satisfying customers; loyalty is also about having customers who can be defenders of the
brand. If the firm cannot develop, support, and maintain brand uniqueness and perceived
brand equity, then it is not possible to expect the development of brand loyalty. Thus, having
a strong and positive brand image will strengthen perceived quality and assist in the
development of brand loyalty (Cretu & Brodie, 2007; Oliver, 1999). Fredericks and Salter
(1995) suggest that image is an ingredient of the customer value package that, together with
price, product quality, service quality and innovation, determines brand loyalty. Although
brand image is conceptually recognized as an important determinant of brand loyalty, few
studies have integrated this important variable in examinations of brand loyalty in the hotel
industry context (Chitty et al., 2007; Faullant et al., 2008; Kandampully & Hu, 2007).
Extending the model of brand loyalty to include brand image as one of its determinant in the
hotel industry context is inevitable.
2.3.5 Relationship between Brand Loyalty and Its Determinants in the Hotel
Industry
The previous subsections have discussed and identified the four important
determinants of brand loyalty- service quality, perceived value, customer satisfaction, and
brand image. The literature indicates the existence of interrelationships between these
determinant variables. This subsection reviews empirical research on the relationships
between brand loyalty and these determinants in the hotel industry context to identify extant
and proposed relationships.
There are a number of studies examining brand loyalty and its determinants in the
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hotel industry, mostly conducted in developed countries. Some of these studies are bivariate
studies in that they examine brand loyalty with a single determinant such as customer
satisfaction (Bowen & Chen, 2001), perceived value (Nasution & Mavondo, 2005), and
service quality (Alexandris et al., 2002; Juwaheer, 2004; McCain et al., 2005; Tsaur et al.,
2002). Typically, these studies identify the dimensions of a loyalty determinant which
significantly predicts brand loyalty. These bivariate studies provide hotel managers with a
basis for developing strategy to persuade customer to repurchase but as they focus on a single
loyalty determinant and measuring loyalty based on a conative component, they only
illuminate one facet of the complex relationship between brand loyalty and its determinants.
Recent studies on brand loyalty in the hotel industry have included multiple loyalty
determinants such as service quality, brand image, customer satisfaction, switching cost, and
involvement (the summary of these studies is shown in Appendix 1). Similar to the bivariate
studies, except Back and Park (2003) and Han et al.‘s (2008) studies, these studies measured
brand loyalty via conative loyalty (or behavioural intention) e.g. Ekinci et al. (2008), Kim et
al. (2008b), Kandampully and Hu (2007), or attitudinal loyalty such as Back (2005). These
studies tend to agree that service quality, customer satisfaction, perceive value, and brand
image are important determinants of brand loyalty. Among these studies, two studies have
examined the relationship between brand loyalty and service quality, customer satisfaction,
perceive value, and brand image in a single research model.
Chitty et al. (2007) examined the factors that account for customer satisfaction and
customer loyalty in youth hostels by applying the European Customer Satisfaction Index
(ECSI) model. Focusing on backpackers in Australia, Chitty et al., (2007) reported that the
ECSI model does not explain the relationships between brand loyalty and its determinants.
Their findings suggest that image and customer satisfaction have direct effects on brand
loyalty. It also revealed that service quality and price indirectly affect brand loyalty through
perceived value and customer satisfaction. However, their study measured brand loyalty via
conative loyalty alone so their results do not represent the broader definition of brand loyalty.
Their study also did not test the direct effect of service quality and perceived value towards
customer loyalty. As there are potential links between service quality, perceived value, and
brand loyalty (Brady et al., 2005; Cronin et al., 2000), ignoring these relationships omits a
potentially superior explanation of brand loyalty.
A recent comprehensive study on the relationships between service quality, customer
satisfaction, perceived value, brand image, and behavioural intention (conative loyalty) was
conducted by Clemes et al. (2009) in Taiwan hotels. The purpose of their study was to gain a
deeper understanding of behavioural intention, derived from Zeithaml et al. (1996) loyalty
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battery. Their study highlights the important role of service quality on perceived value, image,
customer satisfaction, and behavioural intention. Clemes et al.‘s (2009) study demonstrates
how the hierarchical service quality affects directly and indirectly on customer‘ behavioural
intention. However, their study did not assess the discriminant validity of the variables
included affecting the robustness of their findings. The assessment of variables‘ discriminant
validity could potentially change both the variables and the nature of their relationships. In
addition, Clemes et al.‘s (2009) study was focused on behavioural intention (conative
loyalty), so their study only explained one aspect of the attitudinal component of brand
loyalty.
To conclude, the empirical studies reviewed show a consensus that service quality,
perceived value, customer satisfaction, and brand image directly and indirectly determine
brand loyalty. However, few studies have tested all of these determinants in a single model of
brand loyalty in the hotel industry context. Further, these studies also tend to focus on a single
dimension of brand loyalty. Thus, how these determinants simultaneously affect the multidimensional brand loyalty (attitudinal and behavioural components) is left unanswered.
2.3.6 Section Summary
This section has identified service quality, perceived value, customer satisfaction, and
brand image as important determinants of brand loyalty. However, the link between these
determinants towards brand loyalty is neither straightforward nor simple. Moreover, most of
the studies reviewed measure brand loyalty based on conative loyalty (or behavioral
intention); accordingly they do not represent the multi-dimensional brand loyalty. Thus, the
need to examine the comprehensive model of the relationships between brand loyalty and
service quality, customer satisfaction, perceived value, and brand image in the hotel industry
is apparent.

2.4 Brand of Origin in the Service Context
This section discusses the literature on brand of origin as the basis to undertake the third
research objective - to examine the differences between international and domestic hotel
brands (hotel brand of origin) on brand loyalty and its determinants. The discussion
commences with the conceptualization of brand of origin followed by a review of the
empirical studies related the issue of differences between international and domestic hotel
brands.
Globalisation is a major phenomenon providing companies with new opportunities
(Ghose & Lowengart, 2001). As globalisation accelerates, consumers in developed and
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developing countries are presented with a growing number of brands (Kinra, 2006). In
addition to price, warranty, and brand name, consumers use the country in which a product is
manufactured as an extrinsic cue when making a purchasing decision (Shanahan & Hyman,
2007; Zhuang et al., 2008). This cue is called as country-of-origin effect (Kinra, 2006). In
services context, customers use brand of origin rather than country of origin, i.e., ―the place,
region or country to which the brand is perceived to belong by its target consumers‖ (Thakor,
1996, p. 2). The reason for using brand of origin as a cue is that the characteristic of
simultaneous production and consumption of service causes difficulties for customer to
indentify the country-of-origin of a service. A hotel guest, for instance, may not associate the
hotel services they receive with a particular country, but, they will identify the brand of origin
of a hotel from the hotel brand name. This is especially true in developing countries where
international and domestic brands are generally distinct.
Brand of origin can be classified into two categories- international brand (sometimes
called as foreign brand or global brand) and domestic brand (sometimes called as local brand)
(Zhuang et al., 2008). Schuiling and Kapferer (2004) defined a foreign brand as a brand that
has worldwide marketing mix and strategy. Similarly, Levitt (1983) and Palumbo and Herbig
(2000) described a foreign brand as a brand that uses the same marketing strategy and mix in
all country target markets. These definitions specify that a foreign brand is a brand which is
marketed in across countries. Zhuang et al. (2008) defined foreign brands as brands originate
in developed countries and regions outside China and Taiwan (the research context).
Schuiling and Kapferer (2004) defined local brand (or domestic brand) as brands that
presented only in one country or in a limited geographical area. These definitions imply that
domestic and international brands are associated with location where the marketing activities
are conducted. By stressing the geographic rather than ownership, domestic brand could be
owned by local, national, or international company.
Brand as an identity system consists of core and extended elements (Aaker, 1996). The
core identity provides direction, purpose, and meaning for the brand. While the extended
brand is elements that provide texture and completeness of brand comprising product,
organisation, person, and the brand symbol. Aaker (1996) asserted that domestic and
international brands are elements of the extended brand as an organisation and proposed that
brand as organisation portrays the culture, values, people, programs, and assets to identify
organisational associations. For instance, an Indonesian hotel brand will be associated with
the Indonesian culture, people, and other aspects of the country. These organisational
associations provide benefits to the business entity for developing customer relationship,
increasing business credibility (expertise and trustworthiness), and building a cohesive
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internal culture (Aaker, 1996). This organisation association provides an explanation of the
influence of brand of origin (international and domestic hotel) on consumer purchasing
behaviour.
In a similar vein, Keller (2008) posits that besides the firm as producer, the country or
geographic location from which the product originates may also be linked to the brand and
generate secondary associations. In cases where consumers lack information regarding a
product or service which they want to purchase, they will refer to the country where the brand
was developed (brand of origin) to evaluate the product or service (Koubaa, 2008). In a hotel
context, generalisations about the country where a hotel brand was developed can transfer to
the hotel itself (Shanahan & Hyman, 2007). For this reason, in emerging economies, brand of
origin from developed countries has a greater impact on consumer purchase intention (Batra
et al., 2000). This impact is due to positive symbolic meanings, such as modernity and high
social status, which are associated with foreign brands from developed countries (Batra et al.,
2000; Palumbo & Herbig, 2000).
International and domestic brands compete head to head in every market around the
globe although neither has a universal advantage. The advantages of international brands are
substantial and international branding has become a subject of discussion and a topic of
research for years (Levitt, 1983). The first advantage of international brand is that the firms
have the opportunity to benefit from economies of scale (Pine & Qi, 2004; Schuiling &
Kapferer, 2004). Standardised business activities including research and development,
production, distribution, as well as promotion across firms around the globe translates to cost
savings. Standardised distribution systems mean that international hotels can attract overseas
tourists through centralised reservation systems (Pine & Qi, 2004). As a result of standardised
business activities, a global firm can generate significant cost reductions and thus improving
the firm financial performance (Schuiling & Kapferer, 2004). Another advantage is that an
international brand sends the prestige and assurance message to a larger audience (Aaker,
1996). As international brands are marketed across nations, this enhances brand reputation in
terms of international quality and acceptability. This benefit enables the global firms provide
substantive savings in communication costs and the development of an international brand
image across countries (Schuiling & Kapferer, 2004).
While much attention has been paid to global brands, the importance of domestic
brands has been largely overlooked (Schuiling & Kapferer, 2004). Ger (1999) maintains that
domestic brands have three key sources of competitive advantage; cultural capital, unique
perceived value, and alternative targeting and positioning based on the perception of
localness. As local brands are produced and marketed locally, domestically branded firms
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have a better understanding of their customer‘s culture and environment compared to
international firms. Local firms can respond to a local market‘s specific needs by designing
unique perceived values of their brand for local customers (Aaker, 1996; Schuiling &
Kapferer, 2004). Further, local brands can select positioning strategies that reflect local
insight. Schuiling and Kapferer (2004) suggest that domestic brand firms can develop more
flexible pricing strategies for their specific local markets because, unlike international brands,
domestic brands are not linked to regional or global pricing strategy. Such flexibility can
increase profits because prices can be fixed at locally competitive levels.
Researchers have investigated the effect of brand of origin on consumer behaviour
both in developing and developed country settings for various tangible products (Batra et al.,
2000; Kinra, 2006; Lee et al., 2008; Schuiling & Kapferer, 2004; Zhuang et al., 2008). These
studies reveal that brand of origin affects perceptions of quality (Kinra, 2006; Liaogang et al.,
2007), perceived value (Lee et al., 2008), brand image (Batra et al., 2000; Schuiling &
Kapferer, 2004)), level of satisfaction (Liaogang et al., 2007), and brand loyalty (Lee et al.,
2008; Liaogang et al., 2007). Furthermore, these studies indicate that the effect of brand of
origin on consumer behaviour differs across developing and developed country settings.
In developing countries, consumers tend to perceive foreign brands (brands from
developed countries) as better quality, more preferred, and perceived as having higher status
compared to domestic brands (Agbonifoh & Elimimian, 1999; Batra et al., 2000; Ghose &
Lowengart, 2001). Domestic brands tend to be perceived as lower price, although not always
perceived as higher value. In contrast, some studies in developed countries indicate that
consumers tend to perceive domestic products as better or at least as good as international
brands in almost all aspects (Lee et al., 2008; Papadopoulos et al., 1990; Schuiling &
Kapferer, 2004). This differences might be related to economic, social, and cultural
differences across developed and developing countries (Balabanis & Diamantopoulos, 2004;
Hsieh et al., 2004).
Understanding differences between international and domestic brands has largely
focussed on tangible products, with little attention on service sectors. A study conducted by
Shanahan and Hyman (2007) addressed this issue, although not specifically examining the
brand of origin effect. Using American tourists experience staying in China and Ireland, they
reported that tourists generally perceived hotels in developing countries had lower standards
compared to hotels in developed countries. Additionally, they reported that American tourists
assumed that hotels in developing countries would not meet the American standards simply
because they were from developing countries. This perception and expectation influenced
customer experience of staying in the hotel. As a result, as American consumer‘ expectations
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toward Chinese hotels was much lower than expectations of Irish hotels, tourists were more
satisfied with staying in Chinese hotel than the objectively superior hotels in Ireland.
In summary, brand of origin (international and domestic brands), is an important cue
in customer purchasing decisions. Both international and domestic brands have their own
sources of competitive advantage. Studies in tangible products indicate that customers
differentially perceive quality, value, satisfaction, brand image, and brand loyalty of products
based on brand of origin. Further study is needed to examine the differences between
international and domestic brand in service context. Conducting such a study in the hotel
industry in a developing country where these brands are distinct would be welcomed.

2.5 Chapter Summary
This chapter defines the boundaries of this study by reviewing the literature related to
the three issues which this research is addressing. The literature shows that the early single
dimension models of brand loyalty have evolved into a more complex and dynamic process of
multi dimension models of brand loyalty. The most recent studies have focussed on the
dimensionality of brand loyalty and have reported the existence of multiple dimensions of
brand loyalty. Nevertheless, the dimensions of brand loyalty and the relationships between the
dimensions (the structure) remain controversial. The literature also reveals that service
quality, perceived value, customer satisfaction, and brand image are important determinants
of brand loyalty. The studies examining the relationships between brand loyalty and these
four determinants in the hotel industry have mostly measured brand loyalty with conative
loyalty. Thus, how these four determinants simultaneously affect a multi dimension brand
loyalty consisting attitudinal and behavioral components needs to be examined. Lastly, brand
of origin (international and domestic brands) is an important cue in customer purchasing
decisions. While studies in tangible products indicate that customers differentially perceive
quality, value, satisfaction, brand image, and brand loyalty, this issue in services context has
little attention. The following chapter discusses the conceptual model for this research and
hypotheses development.
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Chapter 3
CONCEPTUAL DEVELOPMENT AND HYPOTHESES
3.1 Introduction
Following the theoretical discussion in Chapter 2, this chapter outlines the development
of the conceptual model used in this research to reveal the potential relationships that exist
among the constructs. This chapter consists of four sections. Section 3.2 discusses the
research model development and its justification. Section 3.3 discusses the hypotheses on the
brand loyalty structure, the relationships between the constructs of the proposed research
model, and the differences between international and domestic hotels on brand loyalty and its
determinants. Finally, Section 3.4 presents a chapter summary.

3.2 Model Development
Based on the preceding literature review (Chapter 2), two conceptual models are
proposed, one for each of the two research issues. The first models brand loyalty
dimensionality structure and the second models the relationship between brand loyalty and its
four determinants. The development of each is discussed in the following subsections.
3.2.1 Brand Loyalty Model
The review on brand loyalty studies (Section 2.2) indicates a lack of consensus on the
attitudinal components of brand loyalty. This research proposes attitudinal loyalty as a single
dimension consisting of the sub-dimensions of cognitive loyalty, affective loyalty, and
conative loyalty. Based on Tripartite Theory suggested by Rosenberg and Hovland (1960),
this research proposes that cognitive loyalty, affective loyalty, and conative loyalty form a
hierarchical construct of attitudinal loyalty.
Tripartite Theory views a person‘s overall attitude as an interaction between three
measurable components: affect, behaviour, and cognition (Bagozzi et al., 1979; Breckler,
1984; Eagly & Chaiken, 2007). These three components are defined independently and
comprise the single construct of attitude (Ajzen, 2005) so, attitude is a second order
hierarchical factor with cognition, affect, and conation the first-order factors as illustrated in
Figure 3.
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Figure 3 Tripartite Model of Attitude Structure (Adapted from Breckler, 1984, p. 1192)
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The Tripartite model has achieved widespread adoption (Greenwald, 1989a) and
serves as the starting point of most contemporary analyses of attitude (Ajzen, 2005).
However, the shared element underlying of these three attitude components has been
criticised as a source of confusion, especially related to the appropriate means of separating
the cognition and affect components (Ajzen, 1989). This confusion has caused scholars to
question the nature of the relationships among these three attitude components as well as the
relationship between attitudes and behaviour (Breckler, 1984; Greenwald, 1989a).
Studies to validate the Tripartite Theory provide support for its existence across
various research settings. Early validation tests of this theory were conducted by Ostrom
(1969) in the church context and Kothandapani (1971) in the contraceptive context. They used
a multitrait-multimethod to assess the component‘s validity (both convergent and
discriminant). Both studies provided support for the existence of cognitive, affective, and
conative elements of attitude. Furthermore, they showed that evaluative responses in each of
the three components had unique, as well as common, antecedents. This finding implies that,
while the three components are significantly inter-correlated, their measures should contain
unique variance (Ostrom, 1969). A later validation study conducted by Bagozzi et al. (1979)
also revealed that each components of attitude exhibit unique variance not shared by the other
two. This result suggests that separate antecedents and psychological process might be
identified in the formation of each attitude component. According to Ajzen (2005),
measurement of these components is not entirely redundant.
Breckler (1984) conducted two studies of attitudes toward snakes. The first study
showed strong support for the Tripartite Model. However, in the second test, when attitude
was measured solely on verbal report and the attitude object was not present physically, the
attitude components were highly inter-correlated. Directed by this finding, the current
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research measures the attitude of hotel guests based on non verbal report and collected while
the guests were staying at the hotel (the attitude object physically present).
Scholars (Back, 2005; Back & Parks, 2003; Donat et al., 2007; Helgesen & Nesset,
2007; Li & Petrick, 2008b) acknowledge the important of Tripartite Theory to explain
attitudes towards products and services in various research contexts. However, no empirical
study has tested attitudinal loyalty based on this theory in a hospitality context. The adoption
of this theory in this research could help explain the structure of attitudinal loyalty in the hotel
industry context.
While there is a lack of consensus on the attitudinal component of brand loyalty,
researchers (Back & Parks, 2003; DeWulf et al., 2001; Han et al., 2008; Harris & Goode,
2004; Oliver, 1997, 1999) generally agree on the uni-dimensional nature of the behavioural
component. Further, researchers (Bennett & Rundle-Thiele, 2002; Dick & Basu, 1994; Jacoby
& Chestnut, 1978; Li & Petrick, 2008a) tend to assert that attitudinal loyalty leads to
behavioural loyalty. Thus, this research proposes the brand loyalty model in Figure 4.
Figure 4 Proposed Brand Loyalty Model
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Cognitive
Loyalty
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The following subsection discusses the proposed model of the relationship between service
quality, perceived value, customer satisfaction, brand image, and attitudinal loyalty.
3.2.2 Model of the Relationship between Attitudinal Loyalty and Its
Determinants
The literature indicates that the effect of service quality, perceived value, customer
satisfaction, and brand image on brand loyalty is through attitudinal loyalty rather than
behavioural loyalty. Thus, this research proposes the relationship between service quality,
perceived value, customer satisfaction, brand image, and attitudinal loyalty as presented in
Figure 5.
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Figure 5 Model of the Relationship between Service Quality, Perceived Value, Customer
Satisfaction, Brand Image and Attitudinal Loyalty
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In proposing the relationships between service quality, perceived value, customer satisfaction
and attitudinal loyalty, this research applies the comprehensive approach proposed by Cronin
et al. (2000). In this approach, service quality, customer satisfaction, and perceived value are
proposed to directly affect attitudinal loyalty. Service quality and perceived value also
influence attitudinal loyalty indirectly via customer satisfaction. The reason for adopting this
approach is that this model has been successfully tested in a variety of industry settings
(Brady & Cronin, 2001; Brady et al., 2005; Cronin et al., 2000; Hutchinson et al., 2009; Lai et
al., 2009). Moreover, this comprehensive model is more robust compared to other models
focusing on customer satisfaction or perceived value as the mediator variable of the
relationship between loyalty and its determinants (Brady et al., 2005; Cronin et al., 2000).
However, this model has yet to be tested in the hotel industry. Hence, the adoption of this
model and its examination in a new research setting could further its validation (DeWulf et
al., 2001).
The proposed relationships between brand image and service quality, perceived value,
customer satisfaction, and brand loyalty were adopted from other studies (Bloemer et al.,
1998; Brodie et al., 2009; Chitty et al., 2007; Faullant et al., 2008). In this case, brand image
is posited as having a direct relationship with all constructs and indirect relationship with
attitudinal loyalty through service quality, customer satisfaction, and perceived value. Thus, in
this proposed model, brand image is considered to be the only exogenous variable whereas
other variables are endogenous. Following the development of the research model, the next

42

section discusses the hypothesised relationships between the constructs in both models and
the differences between international and domestic hotel brand on brand loyalty and its
determinants.

3.3 Hypotheses Development
Hypotheses development is organized into three parts, following the three research
objectives. These parts are the structure of brand loyalty, the relationships between brand
loyalty and its antecedents, and the customer perception on brand loyalty and its antecedents
based on hotel brand of origin- domestic and international hotel brands. Following
subsections detail each part of the hypotheses development.
3.3.1 The Structure of Brand Loyalty
The proposed model of brand loyalty (Figure 4), posits that brand loyalty consists of
attitudinal loyalty and behavioural loyalty. Attitudinal loyalty is a hierarchical construct
comprises of the sub-dimensions of cognitive loyalty, affective loyalty, and conative loyalty
at a higher level of abstraction. Therefore, the hypothesis on the hierarchical attitudinal
loyalty is formulated as follows:
H1: Attitudinal loyalty is a hierarchical construct consists of cognitive loyalty,
affective loyalty, and conative loyalty.
Based on the review of psychology studies, Greenwald (1989b) concluded that attitude
is a powerful determinant of behaviour in relation to objects with which the person has had
direct experience. Correspondingly, Glasman and Albarracın (2006) conducted a metaanalysis study to examine the relationship between attitude and behaviour found that attitude
correlates with future behaviour. They also concluded that the relationship between these
variables will be stronger when the attitude object is accessible and stable over time. For
example, hotel guests‘ attitudes toward a hotel will predict their future stay in the hotel. This
relationship will be stronger if the guests have several experiences staying in the hotel. While
Ajzen and Fishbein (1980) proposed mediation of intention on the relationship between
attitude and behaviour, literature in marketing widely agrees on a direct relationship between
attitudinal loyalty and behaviour loyalty (Bandyopadhyay & Martell, 2007; Dick & Basu,
1994; Jacoby & Chestnut, 1978; Odin et al., 2001). This proposition also supported by
empirical evidence in salespeople‘s customer orientation context (Stock & Hoyer, 2005),
business services sector (Bennett & Rundle-Thiele, 2002), fast moving consumer goods sector
(Baldinger & Rubinson, 1996), and in cruise line industry (Li & Petrick, 2008b). This
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discussion leads to the development of the hypothesis on the relationship between attitudinal
loyalty and behavioural loyalty in the hotel context as follows:
H2: Attitudinal loyalty will have a positive effect on behavioural loyalty.
3.3.2 The Relationship between Service Quality, Perceived Value, Customer
Satisfaction, Brand Image, and Attitudinal Loyalty
The second objective of this research is to examine the relationship between service
quality, perceived value, customer satisfaction, brand image, and brand loyalty. Considering
the complexity of the relationships between these variables (see Figure 6, page 52), the
following discussion will be focused on the effect of each proposed brand loyalty determinant
(service quality, perceived value, customer satisfaction, and brand image) on other
variable/variables affected.
3.3.2.1 The Effect of Service Quality
The links between service quality, customer satisfaction, perceived value, and brand
loyalty are widely reported in the literature. The degree to which a customer is loyal to a
particular brand depends on, among other issues, the degree to which they are satisfied with
the quality of the product or services (Anderson et al., 1994; Back, 2005) and their perceived
value (Brodie et al., 2009; Cronin et al., 2000). When a hotel guest perceives the quality of the
service purchased exceeds their needs, wants, and expectations, they will be satisfied. The
high quality of service accompanied by a reasonable customer sacrifice could also trigger high
perceived value resulting in loyalty behaviour. This illustration of hotel service consumption
experience provides an indication that the relationship between service quality and brand
loyalty is not only direct but also indirect through customer satisfaction and perceived value.
A review of the studies of service quality and its impact on customer loyalty indicates
divergent findings. Zeithaml et al. (1996) proposed a direct relationship between service
quality and behavioural intentions. Testing in manufacture, trade, and services settings
provide strong evidence of the influence of service quality on conative loyalty, although the
level of influence across the research settings varies. Brady and Cronin (2001) synthesized
advances in services marketing theory and hypothesised relationships between service quality,
satisfaction, perceived value, and behavioural intension. Their findings show that service
quality has a direct effect on perceived value, satisfaction, and behavioural intention. In
addition, their study provides evidence of the indirect effect of service quality on behavioural
intentions through perceived value and satisfaction. Cronin et al. (2000) reported indirect
relationship between service quality and behaviour intention in several service environments.
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Their results suggest that a significant indirect relationship exists between service quality and
behaviour intention through perceived value and customer satisfaction. Lai et al. (2009) found
indirect relationships between service quality and brand loyalty through perceived value but
not through customer satisfaction.
Conflicting findings regarding the relationships between service quality and brand
loyalty (measured by conative loyalty or attitudinal loyalty) are also found in empirical
studies in the hotel context. Kandampully and Hu (2007) and Kim et al. (2008b) did not find a
significant relationship between service quality and brand loyalty. Kayaman and Arasli (2007)
and Kim et al. (2008b) reported that only tangible and responsiveness dimension has
significant effect on brand loyalty. Others report indirect relationship between service quality
and brand loyalty through perceived value (Chitty et al., 2007; Kim et al., 2008b) and
customer satisfaction (Chitty et al., 2007; Ekinci et al., 2008; Oh, 1999). One recent study of
the integrative model of customer loyalty conducted by Han et al. (2008) in two hotels in
China showed that service quality was only significant towards cognitive loyalty in one hotel
and they didn‘t find significant relationships to the other brand loyalty dimensions.
The theory and the majority of empirical findings indicate that service quality could
directly influence perceived value, customer satisfaction, and attitudinal loyalty. Additionally,
indirect relationships between service quality and attitudinal loyalty through perceived value
and customer satisfaction are also reported. Guided by this conclusion, the hypotheses on the
relationships between service quality and perceived value, customer satisfaction, and
attitudinal loyalty are formulated as follows:
H3: Service quality will have a positive direct effect on perceived value.
H4: Service quality will have a positive direct effect on customer satisfaction.
H5: Service quality will have a positive direct effect on attitudinal loyalty.
H6: Service quality will have a positive indirect effect on attitudinal loyalty.
3.3.2.2 The Effect of Perceived Value
Literature suggests that customer perceived value is determined by customer perceived
benefit (quality) and perceived sacrifice (Bhattacharya & Singh, 2008; Gale, 1994; Zeithaml
et al., 2006). Empirical studies provide evidence that customer satisfaction and customer
loyalty (usually measured by conative loyalty) have been empirically identified as the
consequences of perceived value in broader research contexts (Brodie et al., 2009; Cronin et
al., 2000; Gill et al., 2007; Hutchinson et al., 2009; Johnson et al., 2006). In the hotel industry,
Chitty et al. (2007) confirmed that perceived value has a direct effect on customer
satisfaction. Other scholars (Bowen & Shoemaker, 2003; Chitty et al., 2007; Wang et al.,
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2004) have shown that perceived value directly and indirectly affects customer satisfaction.
Although the findings vary, most of the studies agree that perceived value directly influences
customer satisfaction and brand loyalty and indirectly influences attitudinal loyalty through
customer satisfaction. Accordingly, the hypotheses on the relationship between perceived
value and customer satisfaction and attitudinal loyalty are formulated as follows:
H7: Perceived value will have a positive direct effect on customer satisfaction.
H8: Perceived value will have a positive direct effect on attitudinal loyalty.
H9: Perceived value will have a positive indirect effect on attitudinal loyalty.
3.3.2.3 The Effect of Customer Satisfaction
The disconfirmation-of-expectation paradigm argues that customer loyalty is a
function of customer satisfaction (Lovelock et al., 2001; Oliver, 1980). The satisfaction
experience from consuming a product or service will develop and increase the customer‘s
belief in the quality of the product or service resulting in a willingness to repurchase. A
considerable amount of research conducted in various industries indicates that the relationship
between customer satisfaction and brand loyalty is well established (Hennig-Thurau et al.,
2002; Lai et al., 2009; Rauyruen & Miller, 2007). Studies in the hotel industry context also
provide evidence of the positive relationship between customer satisfaction and customer
loyalty (Back, 2005; Chitty et al., 2007; Ekinci et al., 2008; Han et al., 2008). However, most
of those studies only test the relationship between customer satisfaction and conative loyalty
(Chitty et al., 2007; Kandampully & Hu, 2007; Oh, 1999), cognitive loyalty and behavioural
loyalty (Back, 2005; Back & Parks, 2003), or overall brand loyalty (Han et al., 2008). Based
on this discussion, the hypothesis of the relationship between customer satisfaction and
attitudinal loyalty is formulated as follows:
H10: Customer satisfaction will have a positive direct effect on attitudinal loyalty.
3.3.2.4 The Effect of Brand Image
According to Signalling Theory, a brand becomes a signal by symbolising a firm‘s
past and present marketing strategies (Cretu & Brodie, 2007). This signal conveys
information to customers depending on the clarity of the message and the credibility of the
product and the provider. This signal, accordingly, will determine customer perceived quality,
perceived risk, and information cost (Erdem & Swait, 1998). Alternatively, Gronroos (2000)
suggested that if image is good then it shelters the delivery of services. Minor problems, and
in some cases serious problems, in delivering services can be overlooked due to this image
sheltering effect. In contrast, unfavourable image makes customer feel more dissatisfied and
angrier with bad service than they would otherwise (Gronroos, 2000). As such, image can
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impact the customer perception of quality, perceived value, customer satisfaction (Zeithaml &
Bitner, 1996), and brand loyalty (Chitty et al., 2007; Kandampully & Hu, 2007).
A review of empirical studies in a banking setting (Bloemer et al., 1998), airline
setting (Brodie et al., 2009), business market setting (Cretu & Brodie, 2007), and education
setting (Clemes et al., 2007) demonstrate that brand image directly influences perceived
service quality. In a telecom context, Lai et al. (2009) demonstrated brand image has a
positive effect on perceived value. Other studies on the influence of brand image on customer
satisfaction indicate mixed results. Some studies (Faullant et al., 2008; Hart & Rosenberger
III, 2004; Lai et al., 2009) reported positive relationship, while others (Bloemer et al., 1998;
Clemes et al., 2007) indicated insignificant relationships between brand image and customer
satisfaction. In the hotel context, Back (2005) found a positive relationship between image
and customer satisfaction. Chitty et al. (2007) showed that brand image is a predictor of
perceived value and customer satisfaction.
This discussion indicates that most studies agree that image affects perceived service
quality, perceived value, and customer satisfaction. As most of the studies were conducted in
developed countries, the relationships between these constructs need to be confirmed in a
developing country context. The hypotheses of the relationships between brand image and
service quality, perceived value, and customer satisfaction are formulated as follows:
H11: Brand image will have a positive direct effect on service quality.
H12: Brand image will have a positive direct effect on perceived value.
H13: Brand image will have a positive direct effect on customer satisfaction.
Studies examining the relationship between brand image and brand loyalty have had
variable results. Some studies report a direct relationship between brand image and customer
loyalty in the resorts industry (Faullant et al., 2008), education (Helgesen & Nesset, 2007),
retailing (Sirgy & Samli, 1985), and insurance (Hung, 2008). In contrast, other studies
indicate the relationship between brand image and brand loyalty is indirect and the influence
of image is mediated by service quality (Bloemer et al., 1998), satisfaction, and perceived
value (Lai et al., 2009). In the hotel context, a direct relationship between brand image and
customer loyalty (measured by conative loyalty) has been reported by Kandampully and Hu
(2007). In middle class hotels in the United States, Back (2005) found that image indirectly
influences cognitive loyalty through customer satisfaction. Lastly, a study conducted by
Chitty et al., (2007) provides evidence that brand image directly and indirectly affects
customer loyalty (measured by conative loyalty) through perceived value and customer
satisfaction. These previous studies indicate that brand image could directly and indirectly
affect brand loyalty (measured by conative loyalty). However, none of those studies examine
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the effect of brand image toward attitudinal loyalty. As conative loyalty is a dimension of
attitudinal loyalty, brand image is expected to have a similar effect on attitudinal loyalty as on
conative loyalty. Accordingly, the hypotheses on the relationship between brand image and
attitudinal loyalty are formulated as follows:
H14: Brand image will have a positive direct effect on attitudinal loyalty.
H15: Brand image will have a positive indirect effect on attitudinal loyalty.
3.3.3 The Differences between International and Domestic Hotel Brands
This subsection presents the hypotheses related to the third research objective - the
differences between international and domestic hotels on brand loyalty and its determinants.
These hypotheses consist of guest‘ perception on service quality, perceived value, customer
satisfaction, brand image, and brand loyalty between international and domestic hotels.
3.3.3.1 Service Quality and Customer Satisfaction
International brands signal durability, resources to invent in the brand, and a
commitment to the brand‘s future (Ger, 1999), so international brands are likely to be
perceived as high quality and reliable products (Steenkamp et al., 2003). In developing
countries, the international brands are associated with products from developed countries
(Batra et al., 2000). This association results in perceptions of better quality, prestige,
credibility, and higher customer satisfaction compared to domestic brands (Aaker, 1996;
Ghose & Lowengart, 2001; Kinra, 2006).
Comparisons between internationally and domestically branded services, especially in
the hotel industry, are very limited. Pine and Phillips (2005) compared the performance of
hotels in China based on sales and occupancy rates and concluded that foreign hotels out
performed domestic hotels. In the service sector, this performance is arguably related to their
capability in delivering better service resulting in higher customer satisfaction (Bernhardt et
al., 2000; Yoo & Park, 2007; Zeithaml et al., 1996). For this reason, Pine and Phillips (2005)
study implied that foreign hotels were perceived to have better service than domestic hotels.
Additionally, Shanahan and Hyman (2007) explored American tourists‘ perception of hotel
attributes in China and Ireland reported that tourists generally perceived that hotels in
developing countries had lower standards than those from developed countries. Based on this
discussion, the hypotheses on the customer perception on service quality and customer
satisfaction in international and domestic hotel brands are formulated as follows:
H16: The respondents from international hotels perceive a higher level of service
quality than the respondents from domestic hotels.
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H17: The respondents from international hotels perceive a higher level of customer
satisfaction than the respondents from domestic hotels.
3.3.3.2 Perceived Value
International products are generally perceived as better quality and higher priced than
domestic products (Ghose & Lowengart, 2001). Although higher in price, studies conducted
in the apparel industry (Min-Young et al., 2008), the automotive industry, and the electronics
industry (Agbonifoh & Elimimian, 1999; Koubaa, 2008) provide evidence that internationally
branded products are perceived as higher value compared to domestically branded products.
In contrast, research conducted in India suggests that for durable goods, domestic products
were perceived as having higher value compared to international products (Kinra, 2006).
These findings suggest that the internationally branded products may not always enjoy higher
customer perceived value.
In the Indonesian hotel industry context, room rates vary between international and
domestic hotels. With a few exceptions, most international hotels charge higher rates than
their domestic counterparts, even when offering similar services. As competitive pressures
increase like they have in the hotel industry, the offerings of service companies increasingly
similar (Andreassen & Lindestad, 1998; Peterson & Iyer, 2006). In fact, differences in the
facilities, technology, and standard of service between domestic and international hotels are
becoming harder to identify (Hidayat, 2008). As domestic hotels charge lower prices for
relatively equal services, it is arguable that domestic hotel are providing better value for their
customers. Based on this discussion, the hypothesis on the customer perceived value between
international and domestic hotels is formulated as follows:
H18: The respondents from international hotels perceive a lower level of perceived
value than the respondents from domestic hotels.
3.3.3.3 Brand Image
Customers often purchase branded products not only for their function but also for
symbolic acquisition to communicate his or her social status. In developing countries, where
interpersonal relationships are of prime importance, the status display could be more
important than in developed countries (Batra et al., 2000). Given this greater salience of status
markers in developing countries, imported products are usually perceived as better quality,
more expensive, and more scarce than local products (Batra et al., 2000). In addition,
international products are also intensely exposed in the international media, so those products
have an international and cosmopolitan image (Cheng et al., 2007). The combination of
quality, scarcity, and international image means that international brands have become high
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status symbols. Accordingly, international brands become more inspirational and are better
received in developing countries. In other words, international brands are attractive among
local customers because they allow them to be associated with foreigners who have higher
social status and prestige (Ahmed et al., 2004; Batra et al., 2000; Ghose & Lowengart, 2001;
Palumbo & Herbig, 2000). Studies conducted on various tangible products in developing
countries provide evidence that international brands have better images compared with
domestically branded products (Cheng et al., 2007; Ghose & Lowengart, 2001; Kinra, 2006;
Min-Young et al., 2008). Without evidence to suggest significant differences of brand image
between tangible product and services, the hypothesis on customer perception of international
and domestic hotel brand image is proposed:
H19: The respondents from international hotels perceive a higher level of brand image
than the respondents from domestic hotels.
3.3.3.4 Brand Loyalty
Culture and nationality are important factors in affecting customers‘ behaviour
(Palumbo & Herbig, 2000). Culture refers to the collective programming of the mind that
differences members of one society from another (Hofstede & Hofstede, 2005), while
nationality is a means to divide individuals based on a nation-state (Usunier & Lee, 2009). As
a nation-state consists of many societies, cultural distinctiveness occurs not only between
societies within a country but also across countries. Nationality differences, in contrast, occur
only between countries but not within a country. Studies in services context indicate that both
cultural distinctiveness and nationality have different effects on customer service evaluation
(Dash et al., 2009; Mattila, 1999; Yoo et al., 2006).
According to Indonesian statistic data (Statistik, 2010), the majority of Indonesian
hotel guests are Indonesian. Hofstede and Hofstede (2005) revealed that the score of the
dimension of uncertainty avoidance and individualist for Indonesia is 48 (ranking 60-61) and
14 (ranking 68-69) respectively. These scores suggest that the Indonesians avoid uncertainty
and tend to be more collective rather than individualistic. The high level of uncertainty
avoidance indicates that they are more resistant to change, slow to adopt differences, more
nationalistic, and more ethnocentric (Hofstede & Hofstede, 2005). As a consequence of high
uncertainty avoidance, they would presumably be less open to foreign providers and are more
likely to favour local/domestic providers (Straughan & Albers-Miller, 2001).
Moreover, in collective cultures, individuals tend to be interdependent with other
members of their group. Straughan and Albers-Miller (2001) contend that members of
collectivist countries would feel an obligation to support, favour, and patronize members of
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the same group over non members. When a customer selects a different brand from the group
in which they are a member, the act could distinguish them from the group (Palumbo &
Herbig, 2000). Usunier and Lee (2009) maintain that members of a culture with a high degree
of collectivism tend to show a higher degree of brand loyalty to products or services similar to
their group (e.g. domestic hotels) over non group members (e.g. international hotels). Based
on this discussion, the hypothesis on the differences of customer perception on brand loyalty,
both attitudinal and behavioural loyalty, between domestic and international hotel can be
formulated as follows:
H20: The respondents from international hotels perceive a lower level of brand loyalty
than the respondents from domestic hotels.

3.4 Chapter Summary
This chapter has discussed the proposed model of dimensional structure of brand
loyalty and the relationships between service quality, customer satisfaction, perceived value,
brand image, and attitudinal loyalty. The integration of both models into a single framework
is presented in Figure 6. Following the model development, two groups of hypotheses have
been formulated to reflect the dimensionality structure of brand loyalty and the
interrelationships between brand loyalty and its determinants. The third group of hypotheses
reflects the differences of customer perception on the constructs based on international and
domestic hotels. Testing these hypotheses will provide the bases to fill the gap in existing
literature, suggest effective marketing strategies for practitioners, and develop further research
problems for academics in the hotel industry. The methodology to test these hypotheses is
discussed in the following chapter.
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Figure 6 Proposed Research Model and Hypotheses
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H6: Indirect effect of service quality on attitudinal loyalty
H10: Indirect effect of perceived value on attitudinal loyalty
H15: Indirect effect of brand image on attitudinal loyalty
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Chapter 4
METHODOLOGY RESEARCH
4.1 Introduction
This chapter describes the methods used to examine the theoretical model and test the
hypotheses developed in Chapter 3. Section 4.2 explains the research design and justification
of using a quantitative survey method in this research. Section 4.3 describes the process of
developing indicator variables and measurement scales. Section 4.4 describes the
questionnaire design, including the process of pre-testing the questionnaire. Section 4.5
discusses the sampling procedure, sampling size, sample design, and the reason for selecting
three and four star hotels in Bandung, Indonesia. The data collection process is discussed in
Section 4.6. Next, Section 4.7 details the data analysis procedure, including structural
equation modelling and means comparison method. Section 4.8 clarifies the ethical issues
related to this research. Section 4.9 presents a summary of Chapter 4.

4.2 Research Design
Considering the research purpose, model, and hypotheses developed in Chapter 3, a
quantitative approach is used in this research. Malhotra (2004) maintained that a quantitative
approach is a research methodology that sets out to quantify the data in order to use statistics
for analysing the data set. A quantitative approach enables a researcher to establish statistical
evidence on the strengths of the relationships between variables. Although quantitative
methods are unable to provide in-depth explanations available through qualitative methods,
quantitative methods can be used to test hypotheses and determine the reliability and validity
of the variable measurement (Malhotra, 2004; Zikmund & Babin, 2007). Moreover,
quantitative research methodologies have successfully been used in loyalty studies,
particularly in the hotel industry setting (Back, 2005; Bowen & Shoemaker, 2003; Chitty et
al., 2007; Han et al., 2008).
This study applies a survey-based methodology for collecting data. A survey based
methodology has many advantages that are particularly suitable for this research. The main
advantage is that survey-based methods can assemble a large amount of data about an
individual respondent at one time (Kumar et al., 1999). Furthermore, a survey-based method
is flexible and versatile for collecting data (Kumar et al., 1999; Malhotra, 2004). Surveybased methods can gather a large sample of data quickly and efficiently (Hair et al., 2006b;
Sekaran, 2005; Zikmund & Babin, 2007). Additionally, an effective survey design can
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provide information about a respondent‘s beliefs, attitudes and motives (Burns, 2000) and, in
the case of this research, measure the perceptions of hotel guests.
There are many survey-based methods for collecting data such as personal interviews,
telephone interviews, mail surveys, fax surveys, online surveys and self-administered
questionnaires (Kumar et al., 1999; Zikmund & Babin, 2007). Testing the hypotheses
formulated for this study required a large sample size, therefore, interview methods (personal
or telephone) were deemed inappropriate due to cost and time considerations. Online, mail,
and fax surveys were also not suitable for this study as it is inappropriate for hotels to release
the personal information of guests (the subjects of this research). Thus, this research used a
self-administered questionnaire, a survey in which respondents assume the responsibility for
reading and responding to the questions (Zikmund & Babin, 2007). Using a self-administered
questionnaire enables the researcher to distribute numerous questionnaires to many
respondents in different places simultaneously. This method was deemed suitable for
collecting data from various hotels at different locations in a relatively short time period. In
addition, as hotel guests normally seek comfort and privacy in their stay, using this method
allowed the guests to complete the questionnaire at their convenience. Although having many
advantages, the self-administered questionnaire has drawbacks, mainly in terms of self
reporting. The researcher cannot control the accuracy of the responses of the sample subjects
(Kumar et al., 1999). This lack of control may cause misinterpretation due to respondents
misunderstanding the questions which can create validity problems. Hair et al. (2006b)
recommends, that, when possible, researchers should use scales that have been tested as
reliable indicators to overcome the validity problem.

4.3 Survey Instrument Development
In the development of a survey instrument to measure a construct, Hair et al. (2006b)
recommends that if the literature has provided a sufficient discussion on a certain topic,
literature can be used to operationalise the construct. The adoption of existing variable
measurements which are reasonably strong in the literature should enhance the content
validity of the measurements (Gentry & Kalliny, 2008). A researcher needs to develop their
own construct measurement if there is no adequate previous research on the topic (Hair et al.,
2006b).
The following steps were taken to develop reliable measurement scale items used in
this research. Firstly, as the focus of this study is brand loyalty in the hotel industry, the
relevant literature in a hotel and hospitality context was reviewed and thoroughly examined.
Secondly, this research adopted items that measure the content and represent definitions and
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dimensions of the constructs. All of the constructs examined in this research are thoroughly
defined and discussed in the literature. Therefore, the researcher adopted the scale of brand
loyalty, perceived value, customer satisfaction, and brand image based on the review of the
literature. The service quality scale was developed using information obtained from focus
groups. The details of the measurement scale items of these constructs are explained and
discussed in the following subsections.
4.3.1 Brand Loyalty
Brand loyalty is operationalized with two dimensions, attitudinal loyalty which
consists of three sub-dimensions: cognitive loyalty, affective loyalty, conative loyalty (Harris
& Goode, 2004; Oliver, 1997, 1999), and a single behavioural loyalty dimension (Day, 1969;
Jacoby & Chestnut, 1978; Li & Petrick, 2008b). While various types of scales have been
developed to measure the dimensions of brand loyalty, this research mainly adopted the scales
of Back and Parks (2003), Back (2005), and Han et al. (2008) as their confirmatory factor
analysis supports the existence of the constructs. Likewise, these authors‘ studies were
conducted on middle to upper class hotels, the hotels that are considered as similar class to
three-star and four-star hotels in this research.
The first sub-dimension of attitudinal loyalty is cognitive loyalty, that is, the existence
of beliefs that (typically) a brand is favourable to others (Harris & Goode, 2004). This
research measures the cognitive loyalty construct using five items (see Table 1).
Table 1 Cognitive Loyalty Scale Item
No
1

2

3

4

5

Scale Item

Source

No other hotels perform services better than

Back and Parks (2003); Back

.......Hotel.

(2005); Han et al.(2008)

I consider .... Hotel as my first choice when I
need lodging services in Bandung.
I am willing to pay more to be a guest at ......

Han et al.(2008)

Hotel than in other hotels in its category.
...... Hotel provides superior service compared
to other Hotels.

Back and Parks (2003); Back

...... Hotel has more benefits than the other

(2005)

hotels in its category.

These five items were adopted as they reflect the concept of cognitive loyalty and
were developed from the substantive literature on loyalty (Beatty et al., 1988; DeWulf et al.,
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2001; Loken & John, 1993; Zeithaml et al., 1996). Furthermore, these items are robust
indicators of the cognitive loyalty construct, indicated by their high factor loadings, when
tested in the hotel industry (Back, 2005; Han et al., 2008).
The second sub-dimension of attitudinal loyalty is affective loyalty, that is, a liking
towards the brand based on satisfied usage (Harris & Goode, 2004; Oliver, 1997). Affective
loyalty reflects the pleasure dimension of the satisfaction definition -pleasure fulfillment
(Oliver, 1997). This research measures the affective loyalty construct by four items (see Table
2). These items are thoroughly discussed in the literature and they are stable indicators of
cognitive loyalty.
Table 2 Affective Loyalty Scale Item
No

Scale Item

Source

1

I like ….. Hotel more than other hotels.

Back and Parks (2003);

2

I feel better when I stay at …. Hotel.

Back (2005); Han et

3

I like staying at …. Hotel very much.

al.(2008)

…. Hotel is the one that I appreciate most in

Back and Parks (2003);

4

Bandung

Back (2005)

The third sub-dimension of attitudinal loyalty is conative loyalty, that is, ―a loyalty
state that contains what, at first, appears to be the deeply held commitment to buy‖ (Oliver,
1999, p. 35). This commitment to buy is similar to a good intention and an unrealized action.
Researchers (Back & Parks, 2003; Han et al., 2008; Kayaman & Arasli, 2007; Skogland &
Siguaw, 2004) have developed many different types of conative loyalty scales in the hotel
context. Although scales vary, empirical testing indicates that their scales were reliable as the
measurement of conative loyalty. This research uses five items adopted from the items used in
similar studies on hotels (see Table 3).
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Table 3 Conative Loyalty Scale Item
No

Scale Item

Reference

Even if other hotels were offering a lower Skogland and Siguaw (2004); Back (2005);

1

2

rate, I would stay at .....Hotel.

Li and Petrick (2008)

If .... Hotel were to raise the rate, I

Chitty et al. (2007); Skogland and Siguaw

would still continue to stay in the hotel.

(2004)

I intend to continue staying at .... Hotel

3

in the future.

4

5

Back (2005); Kim and Kim (2005);
Kayaman and Arasli (2007); Han et al.
(2008)

I intend to say positive thing about ....

Skogland and Siguaw (2004); Han et al.

Hotel to other people.

(2008)

In the future, I intend to recommend ....

Chitty et al. (2007); Kayaman and Arasli

Hotel to others who seek my advice.

(2007); Han et al. (2008)

The second dimension of brand loyalty is behavioural loyalty, that is, ―a composite
measure based on a consumer's purchasing frequency and amount spent at a provider
compared with the amount spent at other providers from which the consumer buys‖ (DeWulf
et al., 2001, p. 37). This study measures behavioural loyalty with three items (Table 4)
adopted from Han et al. (2008). Han et al. (2008)‘ behavioural loyalty items were developed
from previous research on various industries (Baloglu, 2002; DuWors & Haines, 1990; Kim
& Kim, 2005) and have been found to be reliable when tested in the hotel industry context.
Table 4 Behavioural Loyalty Scale Item
No
1
2

3

Scale Item

Source

When I visit Bandung, I always stay in .... Hotel.
Compared other hotels in Bandung, I have stayed
more often at the .... Hotel than the others

Han et al. (2008)

Compared with other hotel in Bandung, I have spent
more money at .... Hotel.

The next subsection discusses the development of the service quality measurement scale.
4.3.2 Service Quality
Zeithaml (1988) maintained that service quality is a consumer's judgment about a
product‘s overall excellence or superiority. There are many measurements of service quality
have been proposed and validated. However, researchers remain concerned about the
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generalizability of service quality measurement (Ekinci & Riley, 1998; Karatepe et al., 2005;
Ladhari, 2008). The problem with generalising service quality measurement scales developed
in one culture is that it might not be applicable in another culture (Karatepe et al., 2005;
Kettinger et al., 1995). A review on the service quality measurement scales used in a hotel
context across different cultures (Han et al., 2008; Juwaheer, 2004; Kayaman & Arasli, 2007;
Nasution & Mavondo, 2005) supports the cultural context of service quality dimensions. As
little is understood about service quality in the Indonesian hotel context, the perceived service
quality measurement scale used in this research was developed through focus groups.
A focus group is a method to collect data through group interaction about a particular
research topic (Schmidt & Hollensen, 2006). Sekaran (2005) maintains that the aim of a focus
group is to obtain respondents‘ ideas, perceptions, and interpretations via group members
talking about the event, concept, product, or service. For academic purposes, Hair et al.
(2006a) contend that a focus group is a suitable method to discover a valid construct
measurement scale. Sekaran (2005) suggests approximately ten members in each group.
Based on Sekaran (2005) suggestion, this research established two focus groups, each with
ten members. All members of the focus groups had recently stayed in an Indonesian Hotel.
The focus group members consisted of 20% foreigners and 80% Indonesian to represent the
proportion of foreigner to Indonesian star hotel guests.
The researcher followed Schmidt and Hollensen (2006) suggestions to analyse the
information gathered from the focus groups. Firstly, participant statements were taken and
categorised to identify the degree of consensus on service quality indicators in the first group.
Secondly, the researcher used the information gathered from the first focus group as a
learning experience and made an adjustment in organising the second focus group. The focus
group discussions resulted in the service quality indicators as shown in Table 5.
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Table 5 Perceived Service Quality Scale Item
No

Scale Item

1

The .... Hotel staff are courteous.

2

The facilities of .... Hotels are modern.

3

The .... Hotel staff are trustworthy.

4

The .... Hotel staff provides service in a timely manner.

5

The appearance of .... Hotel is visually appealing.

6

The staff .... Hotel performs the service right the first time.

7

If I need information, the .... Hotel staff could explain clearly.

8

The .... Hotel provides an environment that is free from danger.

9

The .... Hotel staff understand my individual needs.

10

Overall, .... Hotel provides excellent service quality.

The service quality indicators developed for this research are consistent with other
service quality indicators developed for other hotel research such as in Han et al. (2008) and
Kim et al. (2008b). Furthermore, these indicators are consistent with the SERVQUAL
dimensions; reliability, assurance, tangible, empathy, and responsiveness. Finally, the result
of pilot test indicated that these indicators were reliable, with a Cronbach Alpha of 0.869. The
next subsection discusses the development of the perceived value measurement.
4.3.3 Perceived Value
Perceived value is the consumer‘s overall assessment of the utility of a product or
service based on the comparison of what is received and what is given (Zeithaml, 1988).
Various scales have been developed for measuring perceived value in various industry setting,
including in the hotel industry, see Kim et al. (2008b), Chitty et al. (2007), Gill et al. (2007),
Nasution and Movando (2005), and Cronin et al. (2000). Some of these scales, such as those
used by Gill et al. (2007) and Nasution and Mavondo (2005), are lengthy scales which are
more appropriate for diagnostic purposes. In this research, perceived value is treated as an
antecedent of brand loyalty, thus a parsimonious scale is more suitable than a lengthy one.
Zeithaml and Bitner (1996) maintained that perceived value has four components: (1) value is
low price, (2) value is whatever customers want for a product or service, (3) value is the
quality customers get for the price customers pay, and (4) value is what customers get for
what they give. Based on this discussion, this research uses four items (Table 6) adapted from
previous studies by Kim et al. (2008b), Chitty et al. (2007), and Cronin et al. (2000) and based
on Zeithaml and Bitner (1996) discussion to measure perceived value construct.
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Table 6 Perceived Value Scale Item
No
1

2

3

4

Scale Item
Compared to what I have given up, the overall
services of ....Hotel satisfied my needs

Source
Cronin et al. (2000)

I consider the price of services provided by the

Chitty et al. (2007); Nasution and

….Hotel to be reasonable.

Mavondo (2005); Kim et al. (2008a)

The service I received from …. Hotel was

Chitty et al. (2007); Cronin et al.

excellent compared to what I had give up

(2000)

…. Hotel offers good value for money.

Chitty et al. (2007); Oh (1999);
Nasution and Mavondo (2005)

The following subsection discusses the development of the measurement scale for customer
satisfaction, another important brand loyalty determinant.
4.3.4 Customer Satisfaction
Customer satisfaction is a consumer‘s response to the evaluation of the perceived
discrepancy between prior expectation and the actual performance of the product or services
(Tse & Wilton, 1988). There are two customer satisfaction measurements widely employed in
the literature: attribute satisfaction and overall satisfaction. Attribute satisfaction reflects the
quality of the single aspects of an offer, whereas overall satisfaction is a summary evaluation
of the experience of using a product or service (Spreng et al., 1996). The overall satisfaction
measurement is considered to be a more relevant and meaningful predictor of customer
loyalty (Faullant et al., 2008; Gustafsson et al., 2005; Skogland & Siguaw, 2004). Thus, this
study measures overall customer satisfaction with four items (Table 7), all proven to be solid
indicators of customer satisfaction in previous studies in the hotel industry (Back, 2005;
Chitty et al., 2007; Han et al., 2008). In addition, according to Oliver (1997), multi-item
measurement can capture both the valence and intensity aspects of the customer satisfaction
construct.
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Table 7 Customer Satisfaction Scale Item
No
1
2

3

4

Scale Item
I had a pleasurable stay at ..... Hotel.
I did the right thing when I chose to stay
at ....Hotel.
I feel .... Hotel service is better than my
expectation.

Source
Back (2005); Han et al. (2008)
Back (2005); Back and Parks (2003)

Chitty et al. (2007); Han et al. (2008)

Overall, I am satisfied with my decision

Back (2005); Chitty et al. (2007);

to stay at …Hotel.

Han et al. (2008)

The next subsection examines brand image, the last determinant of brand loyalty in the
proposed model.
4.3.5 Brand Image
Brand image is a perception about a brand as reflected by the brand associations held
in a consumer‘s memory (Keller, 1993). There are numerous definitions of brand image in the
literature which may cause confusion on what is the best method to measure brand image
(Dobni & Zinkhan, 1990). However, as image is generally product category specific,
Christensen and Askegaard (2001) suggest that the choice of brand image measurement
should be dictated by the research problem and its context. Thus, this research adopts
Kayaman and Arasli‘s (2007) brand image measurement scale as their research was
conducted on hotels in Turkey, a developing country like Indonesia. While there are many
differences between these two countries, these differences are less evident than those between
Indonesia and western countries where the majority of brand image studies have been
conducted. In addition, the Kayaman and Arasli‘s scales were based on several studies e.g.
Kim and Kim (2005), Aaker (1996), and Keller (1993). As well as adopting Kayaman and
Arasli‘s scale, reputation was added as part of the brand image measurement as reputation is
an important element of the holistic image of a hotel (Kandampully & Suhartanto, 2003). The
brand image measurement scale is shown in Table 8.
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Table 8 Brand Image Scale Item
No

Scale Item

1

.... Hotel has a good reputation.

2

I feel special when staying at .... Hotel.

3

Compare to other hotels, .... Hotel is a unique hotel.

4

..... Hotel is comfortable hotel.

5

..... Hotel is luxurious for its category.

6

I feel ...... Hotel suits my needs.

Source
Kandampully and Suhartanto
(2003); Chitty et al. (2007)

Kayaman and Arasli (2007)

The next subsection elaborates on the respondent demographic characteristics and their hotel
staying behaviour.
4.3.6 Demographic Characteristic and Frequency of Stay Variable
This research collected respondent‘ demographic information: gender, age, education,
occupation, and nationality (including ethnicity). Gender was categorized as male and female,
while age was operationalized by presenting five groups options ranging from under 25 to
over 55 years. In terms of education, respondents were provided with five options, from high
school to PhD. The occupation category presented eight options: professional, student, retired,
housewife, business owner, government officer, and others. Lastly, the nationality category
had two options: foreigner and Indonesian.
In addition to the demographic information collected, this study also collected
information on respondents‘ hotel choice and behaviour. This information can help in
understanding the customer‘s loyalty behaviour. The respondent behaviour information
gathered consisted of purpose of stay, decision made to stay, duration of stay, frequency of
stay in the same hotel, frequency of stay in chain hotel, and frequency of stay in any
hotel/year. The purpose of staying at the hotel was categorised into business, pleasure, and
others. Decision maker for the hotel stay was categorised by three options, myself, my
office/organisation, and other. The categorisation of the duration of stay, frequency of stay in
a chain hotel, and frequency of stay in any hotel corresponds to four options, ranging from
less than 3 nights to more than 10 nights. Lastly, in terms of frequency of stay in the same
hotel, the questionnaire provides five options; never, less than 3 times, 3 to 5 times, 6 to 10
times, and more than 10 times. The next subsection examines the decision of using 7 Likerttype scales as the measurement scale of the construct variables.
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4.3.7 Measurement Scale
In multivariate statistics, most techniques are applicable only to continuous scales
(Hair et al., 2006b). Using Likert-type scales in multivariate statistics raises an issue if the
scales can be treated as continuous scales (Byrne, 2010; Hair et al., 2006b). However, Byrne
(2010) maintains that a researcher could ignore categorical scale problems if the number of
categories is large. Additionally, Hair et al. (2006b) notes that a scale containing more than
four response categories can be treated as interval, or at least as if the variables are
continuous. Accordingly, the constructs used in this study utilize a 7-point Likert-type scale
ranging from 1 (strongly disagree) to 7 (strongly agree). Additionally, Zikmund and Babin
(2007) maintained that the greater the number of scale categories, the finer the discrimination
among stimulus objects. Lastly, the 7 point Likert-type scale allows greater differences
between the opinions of people and this scale is commonly used in hospitality research (Back,
2005; Han et al., 2008; Kayaman & Arasli, 2007; Mattila, 2006). Having selected the scales to
be used in this research, the next step was the questionnaire development.

4.4. Questionnaire Development
This section discusses the development of the questionnaire used in the data collection
component in this study. The discussion comprises three aspects: questionnaire design,
questionnaire translation and back translation, and the questionnaire pre-testing process.
4.4.1 Questionnaire Design
This research used a questionnaire consisting of seven sections (Appendix 2). Section
I comprises the measurement of service quality (ten items), perceived value (four items), and
brand image (6 items). Section II consists of four statements measuring customer satisfaction.
Section III measures cognitive loyalty (five items) and affective loyalty (four items); while
conative loyalty (five items) is covered in Section IV. Section V covers three items to
measure behavioural loyalty. Malhotra (2004) suggests that most people like to express their
opinions. To encourage hotel guests to express their opinions, Section I to IV were placed in
the early part of the questionnaire. Sensitive questions, such as personal information, could
potentially embarrass respondents (Zikmund & Babin, 2007). Placing these questions in an
early part of the questionnaire may result in a lower response rate. Thus, the demographic
questions were placed in the last two sections of the questionnaire.
The questionnaire was restricted to five pages; as fewer pages potentially increases
respondents‘ participation in a survey (Zikmund & Babin, 2007). The sequencing of questions
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is also important and can influence the nature of the respondents‘ answers (Malhotra, 2004).
Therefore, the questionnaire was arranged from one topic to another in a logical manner with
questions focusing on completing the section before moving to the next section. As some
respondents might have had little formal education, the questions and the instructions of the
questionnaire used simple, clear, and unbiased wording. Finally, all questions in the final
questionnaire used positive wordings as during the pre-testing 10% of the respondents were
unable to recognize the reverse coded questions.
4.4.2 Questionnaire Translation and Back Translation
Social, economical, and most importantly cultural differences could result in
respondents‘ interpreting the question differently (Aaker et al., 2005; Sekaran, 2005). The
original questionnaire for this research was developed in English. However, this study
required versions in both English and Indonesian. Thus, translation and back translation of the
questionnaire were completed prior to distributing the questionnaire to respondents.
Brace (2004) contends that an accurate translation of a questionnaire must be
conducted with sensitivity so that the meaning, shades of meaning, and nuances are accurately
retained. Following these recommendations, the English version was translated into
Indonesian by three native Indonesians fluent in both languages and familiar with the
Indonesian and English culture. Fluency of both languages and familiarity with two cultures
are important as a direct translation of certain words and phrases may be erroneous (Malhotra,
2004). To ensure equivalence of the questionnaire translations, a back-translation was
conducted by three native Indonesians who were fluent in both Indonesian and English. To
avoid bias, these three translators were different from those who translated from English to
Indonesian. The process of translation and back translation resulted in some minor
adjustments to the questionnaire.
4.4.3 Pre-testing the Questionnaire
Once translated, the questionnaire was pre-tested to identify any ambiguous questions
or any respondent difficulties in understanding the questionnaire. A combination of expert
panel, interview, and a planned field survey was undertaken to obtain a robust input for the
development of the questionnaire, as suggested by Malhotra (2004) and Schmidt and
Hollensen (2006).
Firstly, the questionnaire drafts were distributed to a panel of six experts in marketing,
hotel management, and tourism to improve the face validity of the constructs. Based on their
comments and suggestions, improvements to the questionnaire were made. Next, both the
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Indonesian and English questionnaires were presented to five Indonesian hotel managers to
obtain feedback on the suitability of the questionnaire to correctly collect the data. The hotel
managers suggested some adjustments to the wording to make the Indonesian version more
suitable in a hotel context. Secondly, personal interviews were conducted with five hotel
guests who had just finished staying in hotel. The purpose of the interviews was to uncover
any problems related to the questionnaire format, wording, and any other areas that would
improve the questionnaire. This process reduced the questionnaire from five to four pages.
Finally, from April 1 to 15, 2009, field survey pre-testing was conducted by
distributing an invitation letter to participate attached with the questionnaire and a
questionnaire feedback form to the participants. The participants of the pre-test were hotel
guests and past hotel customers who had recently stayed in a hotel (less than one month
before). Using participants who had recently stayed in a hotel was justified as they could still
provide relatively accurate elaboration of their hotel stay (Ekinci et al., 2008). Fifteen
questionnaires were distributed to the hotel guests and eight were returned. Thirty
questionnaires were distributed to hotel customers and 22 respondents completed the
questionnaire. Thus, 30 usable questionnaires and feedback forms were received. The
feedback indicated that the sentences and instructions were well understood. Furthermore,
testing the reliability of the constructs indicated that all of the constructs were reliable, the
Cronbach‘ Alpha‘s range from 0.741 to 0.892. As no major modifications were made to the
instrument, a further pre-test was considered unnecessary and the questionnaire was used to
collect the data.

4.5 The Sampling
Sample size and sample design are important factors that should be considered by
researchers (Sekaran, 2005). The considerations in determining the sample size, sampling
design, and collecting the data from three-star and four-star hotels in Bandung are discussed
in the following sections.
4.5.1 Sample Size
There has been considerable debate over what constitutes an acceptable sample size
with no simple and definitive rule to define an appropriate sample size (Flynn & Pearcy,
2001). Different authors have suggested different sample sizes as appropriate. The sample
size of this research is decided in consideration of the following scholar‘s contentions.
Krejcie and Morgan (1970) suggested that, no matter how large the population to be
represented is, a sample size of 384 could be sufficient. To conduct both exploratory and
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confirmatory factor analyses (as in the case of this research), Hinkin (1995) suggested ratios
of items to responses from 1:4 to 1:10. Using these suggestions this research needed sample
size between 176 and 420, as there are 42 items used in this research. Other scholars, such as
Schreiber et al. (2006), Bentler and Chou (1987), and Bagozzi and Yi (1988) contend that
ratios of free parameters estimated to responses from 1:5 to 1:10 is required. Based on this
contention, as there are 75 free parameters in the proposed research model (Figure 13, page
101), the sample size between 375 and 750 would be considered as sufficient.
Hair et al. (2010) maintained that testing a research model using SEM requires a large
sample as small samples are less stable for estimation purposes. However, agreement is rare
among researchers on the adequacy of sample size with some believing that SEM may be
used for sample sizes as small as 50 and as large as 5000 (Anderson & Gerbing, 1988; Hu et
al., 1992; Schumacker & Lomax, 2004). Hoelter (1983) proposed a ‗critical sample size‘ of
200 cases for testing a SEM model. Hair et al. (2006b) suggested that in deciding sample size
using SEM, a researcher should consider the data distribution, estimation technique, model
complexity, missing data, and the amount of average error variance. With these
considerations, Hair et al. (2006b) maintained that a sample between 150 and 400 is needed
when the estimation is based on maximum likelihood. The more complex models require a
larger sample size. Based on these diverse suggestions, the sample size of at least 400 cases
was considered as appropriate for this research.
4.5.2 Sampling Design
Malhotra (2004) maintains that non-probability sampling is a method where the
selection of sampling units is primarily based on the decision of the researcher. This research
used non probability sampling for several reasons. Firstly, identifying a target population in
the hotel industry is difficult (Back, 2005), with the requirement of equality of being chosen
among target population unfeasible. Although random sampling is preferred over non
probability sampling for the generalization of the finding (Leary, 2004; Yu & Cooper, 1983),
random sampling was not a viable option for this study. Secondly, the main research objective
of this study is to test the model of brand loyalty including four determinants – service
quality, perceived value, customer satisfaction, and brand image. For a theoretical test
purpose, Reynolds et al. (2003) contended that non- probability sampling is considered as an
acceptable method. Similarly, Leary (2004) claimed that non probability sampling is perfectly
acceptable for research that has, as an objective, to test hypotheses regarding how particular
variables relate to behaviour. Furthermore, Leary (2004) asserted that regardless of the nature
of the sample, a non probability sample could provide evidence in supporting or rejecting the
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theory tested. For ethical reason, measuring respondents‘ attitudes and perceptions through
surveys as used in this study requires respondent consent. Thus, only hotel guests who
consent can be selected as respondents. This approach, essentially, is non-random sampling.
To minimise the drawback of using convenience sampling, data were collected from different
hotels. Additionally, a non response bias test was conducted before analysing the data.
4.5.3 Three-Star and Four-Star Hotels in Bandung
This study focuses on the customers of three-star and four-star hotels for two reasons.
Firstly, one of the purposes of this thesis is to examine the differences between international
and domestic hotel brand (hotel brand of origin) on brand loyalty and its determinants. In
Indonesia, there are more three-star and four-star international and domestic hotels than hotels
with lower or higher star ratings. Selecting these hotel classes enables the researcher to collect
enough completed questionnaires to test the hypotheses on the customer perception based on
the hotel brand of origin. Secondly, the customers of the upper and middle class hotels (in this
case, three-star and four-star hotels are belong to this classes) tend to give more weight to the
symbolic benefits of service (Back & Parks, 2003). Therefore, ensuring the effect of branding
is most noticeable in these hotels when compared to inexpensive and luxury hotel (O'Neill &
Xiao, 2006). Thus, testing brand loyalty model with brand image as one of its determinants in
three-star and four-star hotels is appropriate. In accordance with Back and Parks (2003) study
on the effect of image on brand loyalty, the sample population of this study was composed of
individuals who stayed at three-star and four-star class hotels.
Bandung was chosen as the location of the study for a number of reasons. Firstly
Bandung is the capital city of the West Java province which is a city of business, education,
industry, and tourism. Bandung is also one of Indonesia international gateways, thus many
foreigners stay in Bandung hotels. A cross-cultural mixture of hotel guests is important as the
purpose of this study is not to specifically focus on a particular type of guest. Secondly, being
a multi-purpose destination with a domestic population of around three million people,
Bandung has a sufficient number of international and domestic three-star and four-star hotels
to enable collection of a large sample size. Lastly, the researcher had access to the guests
through the management of the three-star and four-star hotels in Bandung to collect the data.

4.6 Survey Procedure
Invitations to participate in this research were sent to 20 hotels in Bandung. The letter
provided information about the aims of the research, its significance to hotel management, the
intended use of data, the issues related to confidentiality and requesting management
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voluntary participation. The management of eleven hotels were willing to participate: six
four-star hotels and five three-star hotels. Based on their consent, the data collection took
place during the period of April 15 to July 06, 2009.
The questionnaires were first distributed in the hotel rooms as the participation of
guests was voluntary. This voluntary participation was expected to increase the quality of the
data (Malhotra, 2004). In addition, distributing the questionnaires in the room allowed the
respondents to complete the survey at their convenience. However, this approach did not
provide the expected results, as the response rate was very low (2% within the first 10 days).
Due to this low response, the strategy of distributing the questionnaire was changed to
personally approaching the hotel guests and inviting them to participate in the research. Only
the guests who were willing to participate were given questionnaires. Approaching and asking
respondents to participate in research serve the function of prior notification in mailing data
collection method. Approaching respondents is a justifiable method to improve the response
rate, reduce surprise and uncertainty, and create a more cooperative atmosphere among the
potential respondents (Malhotra, 2004). Yu and Cooper (1983) maintained that a personal
(appeal) approach can increase response rates when compared to a mail survey. Potential
respondents were approached in the hotel lobby and restaurant/café areas where guests were
most accessible.

4.7 Data Analysis Procedures
The data analysis in research is an important stage as it has the potential to impair a
well-designed research (Kumar et al., 1999). Based on this rationale, the researcher arranged
the process of the data analysis into several steps. The steps start with the preliminary data
analysis, followed by examining the service quality measurement before finally testing
hypothesis (see Figure 7).
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Figure 7 Steps in Data Analysis
Step 1
To address practical issues of missing data,
Preliminary data analysis

:

assessing SEM assumptions, checking non
response bias, and analysing descriptive
statistics.

Step 2
Testing Factor Analysis-

:

To purify service quality construct
measurement.

Exploratory and Confirmatory

Step 3
Testing Structural Equation Modelling
- Brand loyalty model

:

- Relationship between brand loyalty & its :
determinants model
- Mediation Effect

Testing Hypothesis 1 and 2.
Testing Hypothesis 3, 4, 5, 7, 8, 10, 11, 12,
13, and 14.

: Testing Hypothesis 6, 9, and 15.

Step 4
Testing Means Comparison

:

Testing Hypothesis 16, 17, 18, 19, and 20.

Each of these steps is discussed in the following subsections.
4.7.1 Preliminary Data Analysis
The quality of statistical analysis is influenced by how well the data was prepared and
converted into a form suitable for analysis (Aaker et al., 2005). Thus, before conducting
statistical analysis for testing the hypotheses, the raw data collected was subjected to a
preliminary analysis. First, editing, coding, cleaning, and treating missing data were
conducted. Following this process, testing for normality, outliers, and multicollinierity (SEM
assumptions) and non-response bias were performed. Finally, the descriptive analyses on the
construct of service quality, customer satisfaction, perceived value, brand image, and brand
loyalty were presented. In this process, Statistical Package for Social Sciences (SPSS) version
17 was used.
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4.7.2 Factor Analysis
Initially, as was discussed in scale development (Section 4.3.2), the service quality
measurement scale for this study was developed through a focus group process. Following
Churchill (1979), after conducting focus groups, the researcher needs to purify the scale to
ensure its reliability before using the scale to test the hypotheses. This process was conducted
by means of factor analysis - exploratory and confirmatory as suggested by Hair et al.
(2006b).
An exploratory factor analysis was conducted on the first half of the data after KaiserMeyer-Olkin (KMO) and Bartlett's test were satisfied. The Kaiser-Meyer-Olkin (KMO) test
measures sampling adequacy, an index of 50% or more indicates that the analysis is reliable.
The Bartlett's test of sphericity assesses the correlation between the items – significant if
p<0.01 (Simamora, 2005). The items identified from the exploratory factor analysis were
confirmed with items identified by testing confirmatory factor analysis on the second half of
the data using SEM. The detail of SEM is discussed in the following subsection.
4.7.3 Structural Equation Modeling (SEM)
SEM is a multivariate technique that combines factor analysis and multiple regression.
SEM enables researchers to simultaneously investigate a series of interrelated dependent
relationships among the measured variables and latent constructs, as well as between several
latent constructs (Hair et al., 2006b; Schumacker & Lomax, 2004). SEM also offers the ability
to examine assumptions for multivariate analysis such as the uni-dimensionality, reliability,
and validity of a construct (Anderson & Gerbing, 1988; Hair et al., 2006b; Kline, 2005).
Lastly, SEM can present an overall test of model fit and individual parameter estimate tests
simultaneously. Anderson and Gerbing (1988) consider SEM a comprehensive technique to
assess and alter a theoretical model. For these reasons, a SEM was used in this study to
conduct confirmatory factor analysis on the service quality measurement scale and to test the
hypotheses of the relationships between the constructs as proposed in the research model.
There are two widely used approaches in performing SEM: one-stage and two-stage.
The one-stage approach (also called a single-stage approach) purposes to process the analysis
of both the measurement and structural models simultaneously (Kline, 2005; Schumacker &
Lomax, 2004). In the two-stage approach, the measurement model and structural model
estimation are separated (Ferdinand, 2006; Hair et al., 2010). Compared to the one-stage
approach, the two-stage approach avoids interaction that is unnecessary between constructs
during testing of the structural model (Anderson & Gerbing, 1988). Thus, the two-stage
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approach was used to test the hypothesized research model in this research.
The first step of the two-stage approach tests the measurement model. The analysis of
the measurement model is conducted by specifying the causal relationships between the
observed items and the underlying theoretical constructs or latent variables (Ferdinand, 2006;
Hair et al., 2006b). This step confirms the uni-dimensionality of a construct, that is the
indicators of a construct has an acceptable fit on a single-factor model (Hair et al., 2006b).
The measurement of uni-dimensional construct is useful as it offers a more precise tests of the
convergent and discriminant validity of the construct (Anderson & Gerbing, 1988). Once
reliability and validity test were satisfied, the second step was conducted by testing the
structural model to test hypothesis 1 to 15.
There are many statistical packages that can run SEM such as LISREL, EQS, and
AMOS. This research used AMOS 7.0 as this software provides an informative and
comprehensive model picture, and is user friendly. More importantly, as the indicators of this
research reflect the underlying nature of a latent variable (reflective rather than formative),
using Amos to test the confirmatory model is suitable (Blunch, 2008). Lastly, this software is
part of the SPSS package to check the preliminary data and test the hypotheses on the
comparison of international and domestic hotel brands. The next parts discuss the SEM
assumptions, reliability and validity, goodness-of-fit, and mediation effect related to testing
the SEM used in this research.
4.7.3.1 SEM Assumptions
As a multivariate data analysis, SEM has several assumptions that need to be met
before testing the model (Ferdinand, 2006). The first assumption is normality, that is the
degree to which the data is normally distributed (Anderson & Gerbing, 1988; Ferdinand,
2006; Hair et al., 2006b). Hair et al. (2006b) and Santoso (2007) maintained that data is
considered as normal if it has a critical ratio of skewness and kurtosis between the range of +
2.58 (significant level at p. 1%) and between + 1.96 (significant level at p. 5%). The second
assumption is an outlier that is an observation with an extreme value (Hair et al., 2006b). The
outlier might have very high or very low scores and could result in non-normality of the data
and distorted statistics (Hair et al., 2006b; Tabachnick & Fidell, 1989). This study checked the
existence of multivariate outliers by using cut-off value of p1 and p2 less than 0.05 of
Mahalanobis d² test (Kline, 2005; Santoso, 2007). The third assumption is multicolienerity
representing the correlations among predictor variables (Aaker et al., 2005). To indentify the
existence of multicolinierity, the determinant of sample covariance matrixes were observed. A
small determinant indicates the existence of multicolinierity (Hair et al., 2006b). These three
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assumptions should be satisfied before the estimation using the maximum likelihood
technique (the technique used in this study) can be conducted (Ferdinand, 2006).
As the data of this research failed to satisfy these assumptions (Section 5.3.2, page
83), following Byrne‘s (2010) suggestions, a bootstrap on 500 samples using maximum
likelihood estimator was used to analyse the property of the SEM model tested. Using the
bootstrap method is appropriate as the method does not require the data to be distributed
normally (Blunch, 2008; Byrne, 2010; Ferdinand, 2006).
4.7.3.2 Reliability and Validity
A researcher needs to assess the reliability and validity of the a construct when testing
any measurement model (Anderson & Gerbing, 1988; Hair et al., 2006b). An instrument is
valid if the instrument measures what it supposed to measure, and reliable if the instrument is
consistent and stable (Sekaran, 2005). Thus, having a reliable and valid instrument is essential
for robust research.
This study applied the Cronbach‘s Alphas to test the reliability of the constructs as this
method is the most widely applied reliability in marketing research. However, this study also
included Confirmatory Factor Analysis (CFA) as an extension of the scale reliability test
because the Cronbach coefficient Alpha alone is not sufficient to assess the unidimensionality of a construct (Anderson & Gerbing, 1988; Byrne, 2010). The CFA provides a
better estimate of reliability than the Cronbach coefficient Alpha as this method can examine
the stability of the factor structure in the scale construction (Byrne, 2010; Hair et al., 2006b).
To assess reliability using CFA, this research used Construct Reliability (CR) and Variance
Extracted (VE) with a reliability threshold of 0.60 for CR and 0.50 for VE (Bagozzi & Yi,
1988).
In terms of validity, this research tested both convergent and discriminant validity.
Convergent validity is the ability of a scale to correlate with other scales that claim to measure
the same construct (Schmidt & Hollensen, 2006). To demonstrate convergent validity, the
magnitude of the relationship between the items and latent construct should be statistically
different from zero (Byrne, 2010) and have a factor loading of 0.50 or greater (Anderson &
Gerbing, 1988; Hair et al., 2006b). Discriminant validity assesses the degree to which two
measurements can differentiate two constructs, that are conceptually different, but related
(Hayes, 2008). There are many approaches to test discriminate validity. This research applied
Fornell and Larcker (1981) approach to assess discriminant validity by comparing the average
variance extracted (AVE) for pair of constructs and the square of the correlation between
those constructs. If AVE value is greater than the square correlation, the discriminant validity
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is satisfied. The reason of using this method is that it is considered as a better test compared to
other methods (Hair et al., 2006b). In addition to this method, this research also used Kline‘s
(2005) approach in which the existence of the discriminant validity between two constructs is
indicated by the constructs correlation being less than 0.85.
4.7.3.3 Evaluating the Fit of the Model
The Goodness-of-fit index is an important concept in evaluating the fitness of the
SEM model as this index indicates how well a specified model produces the covariance
matrix among the indicator variables (Hair et al., 2006b). There are many indices applicable
to SEM. This research used three fit indices- absolute, incremental, and parsimonious (Table
9) as criteria to decide the model goodness-of-fit as suggested by Hair et al. (2006b) and
Ferdinand (2006).
Table 9 Goodness-of-Fit Index
Index

Level of

Note

Acceptance

Absolute Fit Index:
- Goodness of Fit (GFI)

- Root Mean Square Error of
Approximation (RMSEA)

> 0.90

A value 0 is a poor fit, value 1 is a
perfect fit
A value less than 0.05 is perfect fit,

< 0.08

between 0.05 to 0.08 is considered
as acceptable fit

Incremental Fit Index:
- Normed Fit Index (NFI)
- Comparative Fit Index (CFI)

0.90

A value 0 is poor fit, value 1 is
perfect fit

Parsimonious Fit Index:
- Normed Chi-square (χ²/df)
- Parsimony Goodness-of-fit
Index (PGFI)

1.0 - 5.0

> 0.50

Less than 3 is preferred, up to 5
still acceptable
A value 0 is a poor fit, value 1 is a
perfect fit

The Absolute Fit Index is a direct measure of how well the model specified by the
researcher reproduces the observed data (Hair et al., 2006b). Among the fit indexes,
Ferdinand (2006) argued that the Chi-square (χ²) is the most robust method to test the fitness
of a model. However, this method is sensitive to large sample size (Blunch, 2008; Byrne,
2010). As the sample used in this research is large (444 sample), the Chi-square (χ²) was not
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used to assess the fitness of model.This research used the Goodness-of-Fit Index (GFI) and
the Root Mean Square Error of Approximation (RMSEA) as these indexes are the most
commonly used ones to measure absolute fit in marketing research. The Goodness-of-Fit
Index (GFI) measures the relative amount of variance and covariance explained by the model
(Byrne, 2010). The GFI index is a comparison between the discrepancy value for the model
tested to the discrepancy value for a saturated version of the model. A GFI value index more
than 0.90 is an indication that the model is fit (Ferdinand, 2006; Santoso, 2007), though
Schermelleh-Engel et al. (2003) maintained that index 0.85 is considered as relative fit for
adjusted GFI. The Root Mean Square Error of Approximation (RMSEA) index assists in
correcting the tendency of the chi-square to reject specified models. Some researchers such as
Byrne (2010) and Hair et al. (2006b) have recommended a value of less than 0.05 as an
indication of the fit the model, while others such as Schumacker and Lomax (2004) and
Schermelleh-Engel et al. (2003) believe a value of up to 0.08 is a still reasonable fit.
The Incremental Fit Index assesses how well a specified model fits relative to
alternative baseline models or between the proposed model and the null model (Hair et al.,
2006b). This research used Normed Fit Index (NFI) and Comparative Fit Index (CFI) which
are widely used in the assessment of research models. The Normed Fit Index (NFI) reflects a
ratio of the researcher‘s model fit compared to the null model. As the NFI tends to lower the
fit of small samples, the Comparative Fit Index (CFI) is concurrently applied to test the fitness
of the model (Ghozali & Fuad, 2005). The CFI is a comparison between the covariance matrix
predicted by the model and the observed covariance matrix. Scholars such as Bagozzi and Yi
(1988), Kline (2005), and Mulaik et al. (1989) recommend that a level of 0.90 or greater for
the NFI as well as the CFI, is an acceptable level of fit.
The Parsimony Fit Index is designed to test which model among a set of competing
models is the best (Hair et al., 2006b). The Parsimony Fit Index is improved either by a better
fit or by a simpler model. Among the Parsimony Fit Indices, the normed chi-square (χ²/df) is
the most popular index to evaluate the appropriateness of the model (Hair et al., 2006b). The
range of acceptable values for the normed chi-square is less than 3.0 (Ferdinand, 2006). Still,
other researchers suggest that a value up to 5.0 is considered a relative fit (Schumacker &
Lomax, 2004). Another parsimony fit index which is widely applied is the Parsimony
Goodness-of-fit Index (PGFI). This index suggests that values larger than 0.60 are generally
considered as a satisfying fit (Blunch, 2008), while others believe that a value larger than 0.50
is still considered as acceptable fit (Ferdinand, 2006).
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4.7.3.4 The Mediation Effect
The hypothesis 6, 9, and 15 propose the mediation effect of a certain variable on the
relationship between two variables. This study applied the procedure suggested by Baron and
Kenny (1986) to examine the mediation effect of a variable. According to these authors, a
researcher can test the mediation effect using SEM model, including the paths of predictor
variable (P) to mediator variable (M), and mediator variable (M) to criterion variable (C). If
the model suggests that the sequence path of P-M-C is fit, the mediation role of the M
variable is supported. Researchers can compare the goodness-of-fit P-M-C model with the
second model including the path of P-C. If the addition of the P-C path in the second model
improves the fit of the model significantly, as indicated by the ∆χ², the mediation role of M is
not supported. However, if the two models produce similar fits, the result indicates that the
mediation is supported (Hair et al., 2006b).
4.7.4 Means Comparison Test
The hypotheses 16 to 20 test the mean differences of the guest perceptions between
domestic and international hotel brands. As the sample was drawn from different populations
of customers (international and domestic hotels), the independent sample test is a suitable
method for testing the five hypotheses (Malhotra, 2004; Sekaran, 2005). The preliminary data
analysis (Section 5.3, page 82) indicates that the data is not normally distributed, thus
applying a parametric test such as t-test is not applicable (Black et al., 2007; Mason & Lind,
1999). This research applied a non parametric means comparison method (Mann Whitney U
test) to test Hypotheses 16 to 20. The Mann Whitney U test was chosen because of its
capability to compare rank mean data from two independent samples and the test does not
require data to be normally distributed (Black et al., 2007). Although a parametric test (such
as t-test) has more statistical power than a non-parametric test (such as Mann Whitney U test),
the result of a nonparametric test is more robust against violation of the assumptions (Mason
& Lind, 1999). Further, if assumptions are violated, testing using a parametric test could
result to more misleading conclusions compared to the result of testing using a non parametric
test (Siegel & Castellan, 1988).

4.8 Ethical Consideration
There are four stakeholders in marketing research: (1) the researcher, (2) the client, (3)
the respondent, and (4) the public (Malhotra, 2004). These stakeholders are interrelated and
sometimes they have different interests in relation to the research activity. Ethical issues very
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often become a dilemma between these stakeholders (Kumar et al., 1999). In order to address
the potential ethical issues related to this research, a number of considerations have been
adopted in this research to protect all of the stakeholders from negative ethical issues. Firstly,
the research was designed to ensure that there were no potential risks related to the procedures
of collecting, analysing, and presenting the data. Secondly, formal invitation letters were sent
to all participating hotel management to obtain consent for collecting data from their guests.
The invitation letter, attached with the letter of invitation to respondents and the
questionnaire, informed the management of the research objectives and the benefits of the
research for the hotel. The letter also explained the schedule of data collection and issues
related to guest confidentiality and participation. The potential respondents who needed more
information before participating in the research were given the option to contact the
researcher‘s supervisors to obtain such information. Finally, the hotel names were kept
confidential in the thesis. Similarly, no respondent personal information was identified in the
questionnaire.

4.9 Chapter Summary
This chapter discussed the methodology applied in this research. The research design
was reviewed, in particular relating to the justification of using self-administered
questionnaire for the data collection. Next, the development of the scale and the questionnaire
design as a tool for collecting data were discussed. Following this discussion was a review of
the sampling and a discussion about the procedure of conducting the survey. The statistical
data analyses used to test the hypotheses were also described and justified. Finally, ethical
issues related to collecting, analysing, and reporting the results of this research were
explained. The next chapter presents the results of the data analysis and hypotheses testing.
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Chapter 5
DATA ANALYSIS AND RESULT
5.1 Introduction
This chapter presents the results of the data analysis and hypotheses tests. Section 5.2
assesses the response rate and respondent profiles. Section 5.3 discusses preliminary data
analysis: treating missing data, checking normality, outliers, multicollinierity data, testing
non-response bias, and presenting the results of descriptive analysis. Section 5.4 assesses the
service quality measurement scale by testing both exploratory factor analysis and
confirmatory factor analysis. Section 5.5 presents the results of the SEM analysis used to test
the brand loyalty model. Section 5.6 exhibits the result of the SEM analysis used to test the
research model of the relationship between brand loyalty and its antecedents. The results of
testing the mediation effects are presented in Section 5.7. Section 5.8 presents the results of
testing the differences of international and domestic hotel guest perceptions on brand loyalty
and its determinants. Finally, Section 5.9 summarises the results.

5.2 Response Rate and Respondents Profiles
Response rate and respondents profile are important information as they provide
explanations of the research findings. This section presents the response rate and respondent
profiles including demographic characteristics and respondent hotel staying behaviour.
5.2.1 Response Rate
This study focused on the perceptions of three-star and four-star hotel guests in
Bandung, Indonesia. Twenty hotels were invited to participate in this study, five three-star
domestic hotels, two four-star international hotels, and four four-star domestic hotels agreed
to participate. Nine hundred and fifty hotel guests were personally approached with 600
guests willing to respond to the questionnaire. Of the 600 questionnaires distributed, 458
(80%) were returned.
Aaker et al. (2005) suggests that researchers should clean the data before conducting
an analysis. The purpose of data cleaning is to ensure that the data has been entered correctly
and free from any error. The data cleaning process in this research was conducted in two
phases. First, all of the data entry was double checked and the identified data errors were
corrected. Secondly, frequency tests were conducted using SPSS software to warrant that all
values were within their ranges. The out-of-range values in the data file were corrected by
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referring to the original questionnaire.
After cleaning the data, editing was conducted to identify omissions, legibility, and
consistency of the data classification. The ideal approach to solve the problem of omissions,
legibility, and consistency of the data would be contacting the respondents to clarify or correct
(Aaker et al., 2005). However, as the respondents were anonymous, this approach was not
available. Sekaran (2005) asserted that questionnaires with incomplete responses of more than
25% should be excluded from the analysis. Nevertheless, the incomplete demographic data
such as age and gender could be kept for analysis as long as the responses to the items for
testing the hypotheses were satisfactory. Following Sekaran‘s (2005) assertion, six
questionnaires were excluded from the analysis. Further, eight outliers (discussed in
Subsection 5.3.2) were excluded from analysis, resulting in 444 questionnaires deemed useful
for further analysis (see Table 10).
Table 10 Distribution and Response of the Questionnaire
Hotel

Distributed Returned

Useful

Four-star International Hotel

171

106

96

Four-star Domestic Hotel

166

137

135

Three-star Domestic Hotel

263

215

213

600

458

444

Total

Researchers (Back, 2005; Hartline et al., 2003; Kandampully & Suhartanto, 2003)
reported that response rates of 20% to 30% were common in hospitality studies. This
relatively low response rate typically occurred in research that used a non-personal approach
where the questionnaires were distributed through reception, when the guests check-in, or
placed in the hotel guest rooms. Using a personal approach, where the hotel guests were
requested personally to respond to the questionnaire, Kayaman and Arasli (2007) reported a
response rate of 82.1% in the Turkish hotel industry. Using a similar personal approach,
Clemes et al. (2009) reported an 84% response rate in the Taiwanese hotel industry. Hence,
the response rate of 80% achieved in this research is consistent with other studies applying the
personal approach.
5.2.2 Respondents Demographic Characteristics
Table 11 exhibits the demographic profiles of the respondents including gender, age,
education, and occupation.
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Table 11 Respondent Demographic Characteristic
Variable
Gender

Age

Education

Category

Frequency

%

-Male

261

(58.9%)

-Female

153

(34.5%)

-Under 25 years

34

(7.7%)

-25 to 35 years

138

(31.2%)

-36 to 45 years

159

(35.9%)

-46 to 55 years

87

(19.6%)

-More than 55 years

9

(2.0%)

-High School

53

(12.0%)

-Diploma

121

(27.3%)

-Bachelor

190

(42.9%)

-Master

42

(9.5%)

-PhD

16

(3.6%)

-Professional

98

(22.1%)

-Student

13

(2.9%)

-Retired

14

(3.2%)

43

(9.7%)

-Businessman

108

(24.4%)

-Civil servant

92

(20.8%)

-Others

64

(14.4%)

Occupation -Housewife

Table 11 shows that the number of male respondents (261) was higher than female
respondents (153), representing a ratio of 58.97% and 34.5%, respectively. A majority of
male respondents is common in hotel industry research. For example, Bowen and Shoemaker
(2003), Back (2005), and Kayaman and Arasli (2007) had samples that were predominately
comprised of males (72%, 58% and 53%, respectively). In terms of age, the majority of
respondents (87%) were of working age (25 year to 55 year). This age group is similar to
other studies in the hotel industry (Back, 2005; Clemes et al., 2009; Juwaheer, 2004; Kim &
Kim, 2005). In terms of education, respondents were mostly well educated as 70.2%
completed a diploma/bachelor degree and 14.1% completed a postgraduate degree. With
regard to employment, Table 11 indicates that the highest percentages were businessmen
followed by professionals and civil servants (24.4%, 22.1%, and 20.8% respectively). The
lowest percentages were students and retired, 2.9% and 3.2%, respectively. The characteristic
of respondents in terms of education and occupation is plausible as the data was collected
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from three-star and four-star hotels. Considering the price and the services offered, three-star
and four-star hotels tend to target middle and upper social class customers.
Table 12 reveals that the majority (90.1%) of respondents were Indonesian, with
foreign guests comprising only 8.8%. This number differs from the Indonesian Statistics data
(Statistik, 2010) which shows that, in overall, 30% of guests staying in Indonesian star hotels
are foreigners. This difference is most likely due to Bandung being a less popular destination
for foreigners compared to Indonesia‘s three main business and tourism destinations: Jakarta,
Bali, and Jogyakarta. Among the foreigners, Malaysian respondents (see Table 12) were the
majority. This may be attributed to a direct international flight from Kuala Lumpur to
Bandung. In addition, Table 12 illustrates that most of the guests are Javanese and Sundanese.
This composition of the ethnic groups may be because Javanese was the majority ethnic group
in Indonesia and Sundanese was the majority ethnic group in Bandung, West Java Province.
Table 12 Respondent Ethnicity and Nationality
Indonesian Guest

Foreign Guest

Ethnic

Frequency

(%)

-Balinese

1

(0.2%)

-Batakese

16

-Bima

Frequency

(%)

-Australia

1

(0.2%)

(3.6%)

-British

1

(0.2%)

1

(0.2%)

-Brunei

1

(0.2%)

-Bugise

2

(0.5%)

-Canada

2

(0.5%)

-Chinese

11

(2.5%)

-Malaysia

20

(4.5%)

-Dayakese

2

(0.5%)

-Nederland

3

(0.7%)

-Jakartan

33

(7.4%)

-New Zealand

1

(0.2%)

-Javanese

71

(16.0%) -Philippine

1

(0.2%)

-Makasarese

1

(0.2%)

-Singapore

2

(0.5%)

-Malay

14

(3.2%)

-Sweden

1

(0.2%)

-Manadonese

1

(0.2%)

-USA

1

(0.2%)

-Padangese

7

(1.6%)

-Sundanese

63

(14.2%)

-Timorese

1

(0.2%)

224

(90.1%)

34

(8.8%)

Total*

Nationality

Total*

* The difference between total frequency and number of respondents (444) is missing data.
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5.2.3 Respondents Hotel Staying Behaviour
The analysis of the respondents staying in the hotels reveals that, among the 444
respondents, 44.2% of them were on holiday, 38.8% were conducting business, and 15.1%
were there for other purposes. Table 13 illustrates that 279 respondents (64%) stayed less than
3 nights, 134 (31%) stayed between 3 to 5 nights, and the rest stayed six nights or more. In
terms of the decision to stay, 206 (46%) respondents indicated their own decision to stay was
personal, and 146 (33%) reported that their institution chose the hotel. This figure is
consistent with Back‘s (2005) study on loyalty in middle class hotels in the United States
where self decision was 58% and decided by a company/institution was 27%. Among the self
deciders, the majority (78%) stayed for less than 3 nights, while 18% of them stayed between
3 to 5 nights. Further, 51% of non self deciders (decided by institution and others) stayed less
than 3 nights, and 42% (decided by institution) and 41% (decided by others) of them stayed
between 3 to 5 nights.
Table 13 Respondent Duration and Decision to Stay
Duration of Stay

Frequency

Decision Maker for Staying
My self

Institution

Others

- Less than 3 nights

279 (64%)

160 (78%)

75 (51%)

44 (51%)

- 3 to 5 nights

134 (31%)

38 (18%)

61 (42%)

35 (41%)

17 (4%)

4 (2%)

7 (5%)

6 (7%)

8 (2%)

4 (2%)

3 (2%)

1 (1%)

- 6 to 10 nights
- More than 10 nights
Total

438

206

146

86

* The difference between total frequency and number of respondents (444) is missing data.
Table 14 shows that the majority of the respondents have stayed in the same hotel less
than 3 times, while only 15% stayed in the same hotel more than 6 times and 5% in a chain
hotel. This figure indicates that at least 48% of respondents were repeat guests and most of the
respondents (70%) had no experience staying in chain hotel. Additionally, Table 14 also
illustrates that the proportion of respondents across the duration of stay in any hotel is
relatively equal, around 25%.
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Table 14 Respondent Duration and Frequency of Stay
Duration of Stay
-Never

Frequency of Stay
In the same hotel

In chain hotel

-

In any hotel/year

201 (70%)

-

-Less than 3 times

223 (52%)

54 (19%)

90 (21%)

-3 to 5 times

140 (33%)

18 (6%)

118 (28%)

-6 to 10 times

44 (10%)

11 (4%)

100 (24%)

22 (5%)

4 (1%)

112 (27%)

428

287

420

-More than 10 times
Total*

* The difference between total frequency and number of respondents (444) is missing data.
While there are comparative studies on the respondent‘s demographic profile, there is less
comparative studies exist on the respondent‘s hotel staying behaviour. The next section
details the results of preliminary data analysis.

5.3 Preliminary Data Analysis
Aaker et al. (2005) advocates that the quality of analysis is influenced by how well the
data is prepared and converted into a form suitable for analysis. Before conducting the
statistical analysis to test the hypotheses, preliminary data analysis was conducted to assess
missing data, check for SEM assumptions (normality, outliers, and multicolinierity data), and
assess non-response bias. In addition, a descriptive statistics analysis was conducted on the
construct variables. The following subsections discuss the results of preliminary data analysis.
5.3.1 Missing Data Treatment
Missing data occurs when a respondent is unable to answer one or more questions in a
survey. The systematic error of missing data could influence the results of statistical analysis.
In SEM analysis, Lee (1986) maintained that the estimations process using Maximum
Likelihood (as used in this data analysis) cannot be carried-out with missing data. Thus, this
research needed to identify and manage the missing data correctly.
Hair et al. (2006b) claimed that the first step in managing the missing data is to ensure
that there is no systematic error in the response. Screening the data using SPSS showed that
only 0.7% data was missing, no item variable had more than 5% missing, which is an
acceptable level of missing data (Churchill, 1979). Also, the result of SPSS test indicated that
there were only random occurrences of missing data. As only few data was missing and no
systematic random pattern was present on the missing data, the problem with the missing data
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was determined not to be serious. Hence, almost any procedure for handling the missing data
would yield similar results (Tabachnick & Fidell, 1989). Further, Tabachnick and Fidell
(1989) claimed that in the absence of all other information, the mean is the best guess
regarding the value of a missing variable. Thus, the missing data was substituted with mean
variables so the variable would remain unchanged and the statistical analyses minimally
affected (Malhotra, 2004).
5.3.2 Checking Normality, Outlier, and Multicollinierity
Normality, outlier, and multicollinierity are fundamental issues in this research as the analysis
used to test the research model is SEM. These three issues are basic SEM assumptions that
need to be satisfied before testing a SEM model (Bentler & Chou, 1987; Ferdinand, 2006).
The following discussion examines each of these issues.
The normality of the data was assessed by using a skewness and kurtosis test on the
construct variables. Scholars (Mason & Lind, 1999; Tabachnick & Fidell, 1989) suggest that
data is considered as normal if the critical ratios of skewness and kurtosis are in the range of +
2.58 (significant at p = 1%) and + 1.96 (significant at p = 5%). The results of normality
assessment (Appendix 3) show that most of the data were not normally distributed as their
skewness and kurtosis values were not within the suggested range.
Outliers could create problems related to the SEM estimation (Blunch, 2008). This
study assessed multivariate outliers with Mahalanobis d² test using cut-off value of p1 and p2
less than 0.05 (Kline, 2005). The results of the Mahalanobis test (Appendix 3) indicate that
multivariate outliers were present in the data. In dealing with outliers and not normally
distributed data, there are two approaches that can be used: deleting outliers or transforming
the data (Kline, 2005; Santoso, 2007; Tabachnick & Fidell, 1989). Although transforming
data can modify the data to be normally distributed, this method can potentially change the
data and cause different results (Hair et al., 2006b). In addition, Joreskog and Sorbom (1982)
suggest that transforming ordinal data should be avoided, as the transformed data could
potentially cause difficulty in interpreting the findings (Ghozali & Fuad, 2005). Although
outlier deletion causes data losses, this method can improve the robustness of multivariate
analysis (Hair et al., 2006b). Therefore, eight extreme outliers were deleted from data.
To indentify the existence of multicolinierity in combined variables, Ferdinand (2006)
recommends to observe the determinant of the sample covariance matrix. A small determinant
of the sample covariance matrix indicates the existence of multicolinierity (Hair et al., 2006b).
Testing multicolinierity using AMOS software on the proposed research model revealed that
the determinant of the sample covariance matrix was equal to 0.000 (Appendix 3). This result
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indicates the existence of multicolinierity in the data set. The results of checking normality,
outlier, and multicollinierity indicate that the basic SEM assumptions were not satisfied.
5.3.3 Non-Response Bias Check
Hair et al. (2006a) states that non-response bias can be a serious problem in
convenience sampling as this bias is a source of error in sample estimates (Kumar et al., 1999;
Yu & Cooper, 1983). Non-response bias can be assessed by randomly selecting a number of
non-respondents and asking them questions about key variables under investigation. The
information collected from non-respondents is compared to that of the respondents.
Differences between the two sources are an indication of the existence of non-response bias.
Although the comparison between respondents and non-respondents can provide accurate
result of non-response bias, applying this method in the hotel industry is difficult as the
personal information collected from hotel guests is confidential.
Therefore, this research assessed non-response bias using a more actionable method, a
time-trend extrapolation test. The assumption of the time trend extrapolation method is that
those participants providing late responses are more like non-respondents than early
respondents (Armstrong & Overton, 1977). The reason is that the late respondents in this
study may not have been respondents without any encouragement to respond. The researcher
personally contacted respondents who had not returned the questionnaire within the time
frame agreed. The respondents who had not answered the questionnaire were contacted and
encouraged to respond to the questionnaire. Considering this encouragement, the time-trend
extrapolation method is an appropriate method to test the non-response bias. Additionally, this
method is a common practice for assessing non-response bias in business research (Deutskens
et al., 2004; Guthrie et al., 2002; Hartline & Jones, 1996).
Fifty eight respondents were identified as late respondents. The late respondents‘
responses were compared to the responses of the early respondents (386) on the service
quality, perceived value, brand image, customer satisfaction, and brand loyalty constructs. In
addition, the comparison was also made based on the demographic characteristics: purpose of
stay, gender, age, education, occupation, and nationality. As the constructs were not normally
distributed (see Subsection 5.3.2), the Mann-Whitney U test was employed to test the
differences between two groups (Black et al., 2007). Chi-square is a suitable method to test
the comparison between nominal data such as the demographic characteristic of respondents
(Mason & Lind, 1999). The results of testing using the Mann-Whitney U and chi-square tests
are presented in Table 15 and Table 16.
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Table 15 Mann-Whitney U Test of Early and Late Respondents
Variable

Mann-Whitney U

Z

Asymp. Sig.

Service Quality

11155.0

-0.043

0.966

Perceived value

10848.5

-0.381

0.703

Brand Image

10404.5

-0.868

0.385

Customer Satisfaction

10941.5

-0.278

0.781

Cognitive Loyalty

11022.0

-0.189

0.850

Affective Loyalty

9923.5

-1.398

0.162

Conative Loyalty

11029.5

-0.181

0.857

Behavioural Loyalty

10741.0

-0.498

0.618

Table 16 Chi-square Comparison of Early and Late Respondents
χ²

Df

P

Purpose of Stay

6.370

2

0.041

Gender

0.333

1

0.564

Age

2.796

4

0.593

Education

9.995

4

0.041

Occupation

14.030

6

0.029

Nationality

1.137

1

0.286

Variable

Table 15 shows that the Z value of all constructs tested were not significant at p = 5%.
This finding indicates that the perception between early and late respondents on service
quality, perceived value, customer satisfaction, brand image, and brand loyalty dimensions
were not significantly different. The chi-square tests (see Table 16) on the demographic
variables demonstrated the existence of similarities and differences between these two
respondent groups. The chi-square test on the gender, age, and nationality were not significant
(at p = 5%), while on the purpose of stay, education level, and occupation were significant (at
p = 5%). These findings specify that the early respondents were similar to those of the late
respondents in terms of duration of stay, gender, age, and nationality. However, they were
different in terms of purpose of stay, education level, and occupation. Kumar et al. (1999)
argued that non-response bias is not serious problem as long as the key questions of interest
are not significantly different. Therefore, although there were some differences on the
demographic characteristics, the issue of non response bias in this research was satisfied as
the response between early respondents and late respondents on service quality, perceived
value, customer satisfaction, brand image, and brand loyalty were not significantly different.
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5.3.4 Descriptive Analysis
Descriptive analyses were performed on all indicators of perceived service quality,
perceived value, customer satisfaction, brand image, and brand loyalty. The descriptive
analyses comprise the mean and standard deviation of these constructs.
Service Quality
Table 17 presents the summary of testing means and standard deviations for the ten
items used to measure service quality. The mean of the service quality items were above the
midpoint of the scale (mean = 5.57, standard deviation = 1.091). This finding suggested that
on average, respondents agreed with the positive hotel service quality statements.
Table 17 Mean and Standard Deviation of Service Quality
Code

Item

Mean*

Standard
Deviation

sq1

The .... Hotel staff are courteous.

5.90

0.998

sq2

The facilities of .... Hotel are modern.

5.14

1.257

sq3

The .... Hotel staff are trustworthy.

5.72

1.081

sq4

The .... Hotel staff provides service in a timely manner.

5.50

1.094

sq5

The appearance of .... Hotel is visually appealing.

5.72

1.193

sq6

The staff .... Hotel performs the service right the first time.

5.63

1.070

sq7

If I need information, the .... Hotel staff could explain clearly.

5.59

1.034

5.65

0.977

sq8

The .... Hotel provides an environment that is free from
danger.

sq9

The .... Hotel staff understand my individual needs.

5.24

1.151

sq10

Overall, .... Hotel provides excellent service quality.

5.70

1.059

* Seven-points scale: 1 = strongly disagree; 7 = strongly agree
Perceived Value
The mean of perceived value items (Table 18) was also above the midpoint (mean =
5.30, standard deviation = 1.128). This result indicated that the respondents perceived that the
hotels represented good value.
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Table 18 Mean and Standard Deviation of Perceived Value
Code

pv1

pv2

pv3
pv4

Item
Compared to what I have given up, the overall services of ....
Hotel satisfied my needs.
I consider the price of services provided by the ....Hotel to be
reasonable.
The service I received from …. Hotel was excellent
compared to what I had to give up.
…. Hotel offers good value for money.

Mean*

Standard
Deviation

5.22

1.169

5.40

1.121

5.23

1.151

5.35

1.072

* Seven-points scale: 1 = strongly disagree; 7 = strongly agree
Customer Satisfaction
Table 19 presents that all of the customer satisfaction measurement items had means
above the midpoint (average mean = 5.24, standard deviation = 1.216). This result illustrated
that the respondents were satisfied with their stay in the hotels.
Table 19 Mean and Standard Deviation of Customer Satisfaction
Code

Item

Mean*

Standard
Deviation

cs1

I had a pleasurable stay at ..... Hotel.

5.28

1.193

cs2

I did the right thing when I chose to stay at ....Hotel.

5.14

1.292

cs3

I feel .... Hotel service is better than my expectation.

5.06

1.207

cs4

Overall, I am satisfied with my decision to stay at ....Hotel

5.46

1.173

* Seven-points scale: 1 = strongly disagree; 7 = strongly agree
Brand Image
The summary of the result of testing means and standard deviations for six items used
to measure brand image is presented in Table 20. The results illustrate that the average of
brand image items mean was 5.35 (standard deviation = 1.223). This finding demonstrated
that the respondents perceived the hotels they stayed in had a favourable brand image.
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Table 20 Mean and Standard Deviation of Brand Image
Code

Item

Mean*

Standard
Deviation

bi1

.... Hotel has a good reputation.

5.48

1.114

bi2

I feel special when staying at .... Hotel.

5.22

1.200

bi3

Compare to other hotels, .... Hotel is a unique hotel

5.31

1.295

bi4

..... Hotel is comfortable hotel.

5.75

1.255

bi5

..... Hotel is luxurious for its category.

5.03

1.326

bi6

I feel ...... Hotel suits my needs.

5.33

1.149

* Seven-points scale: 1 = strongly disagree; 7 = strongly agree
Attitudinal Loyalty
Attitudinal loyalty was measured by cognitive loyalty (5 items), affective loyalty (4 items),
and conative loyalty (5 items). Table 21 shows that all items had mean between 4.20 and 5.68
with the average mean of 4.99 (standard deviation = 1.378). These results suggested that
respondent‘s loyalty in attitudinal sense with the hotels they stayed was not strong. In other
words, the respondent‘s attitude towards the hotel they stayed in was not different from their
attitude towards other hotels in a similar class.
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Table 21 Mean and Standard Deviation of Attitudinal Loyalty
Code

Item

Mean*

Standard
Deviation

Cognitive Loyalty
cq1
cq2

cq3

cq4

cq5

No other hotels perform services better than ......Hotel.
I consider .... Hotel as my first choice when I need lodging
services in Bandung.
I am willing to pay more to be a guest at ...... Hotel than in
other hotels in its category.
...... Hotel provides superior service compared to other
hotels.
...... Hotel has more benefits than the other hotels in its
category

4.43

1.509

4.81

1.491

4.42

1.654

5.40

1.418

4.87

1.293

Affective Loyalty
af1

I like ….. Hotel more than other hotels.

4.87

1.379

af2

I feel better when I stay at …. Hotel.

5.14

1.278

af3

I like staying at …. Hotel very much.

5.68

1.376

af4

…. Hotel is the one that I appreciate most in Bandung.

5.05

1.305

4.47

1.617

4.27

1.159

Conative Loyalty
co1

co2

Even if other hotels were offering a lower rate, I would stay
at .....Hotel.
If .... Hotel were to raise the rate, I would still continue to
stay in the hotel.

co3

I intend to continue staying at .... Hotel in the future.

5.43

1.508

co4

I intend to say positive thing about .... Hotel to other people

5.36

1.198

5.48

1.147

co5

In the future, I intend to recommend .... Hotel to others who
seek my advice.

* Seven-points scale: 1 = strongly disagree; 7 = strongly agree
Behavioural Loyalty
All of the three behavioural loyalty items (Table 22) had means less than 5.00
(average mean = 4.88 and standard deviation = 1.648). These results showed that the level of
respondent‘s loyalty in a behavioural sense was not strong. Consistent with the attitudinal
loyalty result, this finding implied that the respondent‘ staying and spending money in the
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current hotels were not different compared to their staying and spending money in other
hotels.
Table 22 Mean and Standard Deviation of Behavioural Loyalty

Code
bh1
bh2

bh3

Item
When I visit Bandung, I always stay in .... Hotel.
Compared other hotels in Bandung, I have stayed more often
at the .... Hotel than the others.
Compared with other hotel in Bandung, I have spent more
money at .... Hotel.

Mean*

Standard
Deviation

4.51

1.560

4.58

1.643

4.20

1.742

* Seven-point scale: 1 = strongly disagree; 7 = strongly agree

5.4 The Assessment of the Service Quality Scale
As discussed in the survey instrument development (Section 4.3), the service quality
scale was developed for the purpose of this study through the focus groups process. Churchill
(1979) recommends the purification of scales developed through focus groups to ensure their
reliability before using to test hypothesis. This research purified the service quality scales
using factor analysis as suggested by Worthington and Whittaker (2006). The exploratory
factor analysis was conducted for the first half of the data and confirmatory factor analysis
was conducted for the other half of the data.
Kaiser-Meyer-Olkin (KMO) and Bartlett's test of sphericity were conducted prior to
exploratory factor analysis. The KMO test resulted in a value of 0.925. This value was above
the cut-off level of 0.6 (Tabachnick & Fidell, 1989), indicating that the sample was adequate
to test exploratory factor analysis. The result of Bartlett's test of sphericity was significant at
less than 1% and the coefficient correlation between items were significant at above the
recommended level of 0.30 (McMullan & Gilmore, 2003). The satisfied results of these tests
indicated that the data was suitable for conducting exploratory factor analysis (Simamora,
2005). The exploratory factor analysis using the principal component extraction method, as
suggested by Malhotra (2004), resulted in two components extracted (see Table 23) with an
Eigen value of 69.7%.
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Table 23 Component of Factor Loading
Indicator

Factor Loading
Factor 1

Factor 2

sq1

0.735

0.228

sq2

0.719

0.323

sq3

0.814

0.178

sq4

0.875

-0.061

sq5

0.643

0.501

sq6

0.789

-0.365

sq7

0.790

-0.413

sq8

0.694

-0.474

sq9

0.763

-0.137

sq10

0.835

0.282

Table 23 shows that, although two factors were extracted, all items were well loaded
(>0.50) on Factor 1. Worthington and Whittaker (2006) suggest that to obtain a better
extracted factor a researcher should rotate the factor matrix. Following this suggestion,
Varimax and direct Oblimin method were conducted and resulted in two factors, each with
five items. A further analysis of these factors indicated that these factors lacked discriminant
validity as their average variance extracted (0.591) was less than the squared correlation
between these factors (0.706). Thus, the exploratory factor analysis identified service quality
as a single factor rather than two factors. This conclusion was supported by a high Cronbach'
Apha (0.92) on a single factor, well above the suggested cut-off level of 0.70 (Nunnally,
1978).
The confirmatory factor analysis on the second half of the data was conducted to
validate the result of the exploratory factor analysis. Figure 8 shows the results of the
confirmatory factor analysis on the second half of the data on service quality (SQ).
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Figure 8 Service Quality Model
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GFI: 0.931, RMSEA: 0.76, NFI: 0.920, CFI: 0.953, χ²/df: 2.273, PGFI: 0.592
Figure 8 indicates that all of the items were well loaded (with factor loadings of more
than 0.50) on the service quality construct and all goodness-of-fit indexes were within the
acceptable range. Thus, the single service quality construct with the ten items was a fit model.
The results of the exploratory factor analysis and confirmatory factor analysis confirm that
service quality was a single dimension and the ten items were valid indicators of service
quality in an Indonesian hotel context. Thus, in the subsequent analyses, these ten items were
used as indicators of service quality.

5.5 Testing the Brand Loyalty Model
This study proposes that brand loyalty consists of attitudinal loyalty and behavioural
loyalty. Further, the attitudinal loyalty (AL), as hypothesized in Hypothesis 1, is a secondorder hierarchical construct consisting of three sub-dimensions: cognitive loyalty (CQ),
affective loyalty (AF), and conative loyalty (CO), while behavioural loyalty (BL) is a single
dimension. The relationship between attitudinal loyalty and behavioural loyalty was
hypothesized as positive and direct (Hypothesis 2). The hypothesized brand loyalty model,
including the construct indicators, is shown in Figure 9.
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Figure 9 Hypothesised Brand Loyalty Model
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As discussed in Subsection 4.7.3, to avoid any unnecessary interaction between
constructs during the testing of the structural model, this study applied a two-stage approach
in conducting SEM analysis. The first stage assessed the measurement of the model, including
all constructs of the brand loyalty model. Once the result of the measurement model
assessment was satisfied, the second stage tested the structural model of brand loyalty. The
next subsections discuss the results of testing the measurement and the structural brand
loyalty model.
5.5.1 The Measurement Brand Loyalty Model
Kline (2005) maintains that testing the measurement model needs to be conducted
because all of the correlations between constructs must be estimated before testing the
structural model. In addition, the measurement model can assess whether the constructs meet
the requirements of validity and reliability (Byrne, 2010; Ferdinand, 2006). The measurement
brand loyalty model was assessed using confirmatory factor analysis (CFA), where all
constructs involved were assumed to covary with each other (Kline, 2005). Figure 10 shows
the result of testing the CFA on the brand loyalty components.
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Figure 10 Measurement Brand Loyalty Model
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Figure 10 shows that the goodness-of-fit indexes specified a poor level of model fit as
the indexes, except PGFI (0.525), were out of the acceptable range. The correlations between
attitudinal loyalty constructs-cognitive loyalty (CQ) to affective loyalty (AF) and cognitive
loyalty (CQ) to conative loyalty (CO) were excessively high (0.93 and 0.92 respectively).
These high correlations between cognitive loyalty, affective loyalty, and conative loyalty
indicated a lack of discriminant validity of the constructs (Bagozzi & Yi, 1988; Kline, 2005)
and the possibility of multicollinierity existing between the items. The item-if-deleted of the
reliability test (Appendix 4) supported the indication of overlapping between cognitive
loyalty, affective loyalty, and conative loyalty as the deletion of any item could result a
reliable construct. These results suggested that overlapping might occur between these three
sub-dimensions of attitudinal loyalty. In other words, the present items did not measure three
different components of attitudinal loyalty as expected but measure the same construct.
However, the behavioural loyalty had moderate relationships with the other constructs and all
of the behavioural loyalty items had a high factor loading (>0.84). Thus, the modification
process to improve the model fit focused on the attitudinal loyalty sub-dimensions – cognitive
loyalty, affective loyalty, and conative loyalty.
Scholars (Bentler & Chou, 1987; Byrne, 2010; Chin et al., 2008; Ferdinand, 2006;
Schumacker & Lomax, 2004) suggest that the improvement of model fitness could be
conducted by re-parameterising the model on the basis of the insignificant path, standardized
residuals, and substantial value ‗par change‘ of the modification index (MI). Residuals more
than 2.58 are an indication of a specification error in the model (Joreskog & Sorbom, 1982;
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Schumacker & Lomax, 2004). A value of the modification index greater than 3.84 indicates
that the chi-square would be significantly reduced when the corresponding parameter is
estimated (Blunch, 2008; Hair et al., 2006b). Above all statistical considerations, scholars
(Anderson & Gerbing, 1988; Bentler & Chou, 1987; Chin et al., 2008; Worthington &
Whittaker, 2006) suggest that theory and content should always be considered in making
model modifications. In similar vein, Hair et al. (2010, p. 713) stated ―The most common
change would be the deletion of an item that does not perform well with respect to the model
integrity, model fit, or construct validity”.
Statisticians (Bentler & Chou, 1987; Heck & Thomas, 2009) suggest that model
changes should emphasize strategies that follow an alternative theoretical model, rather than
merely making a series of changes through examining the model modification indexes. The
second-order hierarchical model of attitudinal loyalty proposed was based on the recentlyemerged three dimensional conceptualisation of attitudinal loyalty (Back, 2005; Harris &
Goode, 2004; Oliver, 1997, 1999). Previously, the literature on brand loyalty studies viewed
the attitudinal component of brand loyalty as a single dimension (Bandyopadhyay & Martell,
2007; Day, 1969; Dick & Basu, 1994; Jacoby & Chestnut, 1978; Li & Petrick, 2008a). The
conceptualisation of single dimension of attitudinal loyalty will serve as the theoretical
consideration in the modification process of the measurement brand loyalty model.
The modification process was conducted in several stages in order to remove as few items as
possible, taking into account the need for deriving a more parsimonious model in conjunction
with the goodness-of-fit of the model (Byrne, 2010). In addition, the process of modifying the
model also considered the number of items in each construct, where ideally a construct has
four items (Kline, 2005) and minimum of three items (Chin et al., 2008; Hair et al., 2006b).
Using this process, the best attitudinal loyalty model was a single dimension of first-order
hierarchical model excluding two items of cognitive loyalty, three items of affective loyalty,
and four items of conative loyalty (see Table 24) from the model. This finding suggested that
attitudinal loyalty was a first-order hierarchical model rather than a second-order hierarchical
model consisting of sub-dimension of cognitive loyalty, affective loyalty, and conative
loyalty.
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Table 24 the Deleted Attitudinal Loyalty Items
Code
cq4

cq5

Item

Reason for Deletion

.... Hotel provides superior service compared to other

Loading <0.40,

hotels.

MI: 65.189 (with af3)

..... Hotel has more benefits than the other hotels in its
category.

R, MI: 42.438 (with co5)

af2

I feel better when I stay at …. Hotel.

R, MI: 26.930 (with af3)

af3

I like staying at …. Hotel very much.

R, MI: 51.446 (with co3)

af4

…. Hotel is the one that I appreciate most in Bandung.

R, MI: 29.583 (with co5)

co2
co3
co4

co5

If .... Hotel were to raise the rate, I would still continue
to stay in the hotel.
I intend to continue staying at .... Hotel in the future.
I intend to say positive thing about .... Hotel to other
people.
In the future, I intend to recommend .... Hotel to others
who seek my advice.

MI: 43.627 (with co4)
R, MI: 38.684 (with co4)
MI: 230.641(with bh3)

MI: 12.830 (with bh3)

Note: R: Standardized Residual Covariance >2.58, MI: Modification index for error term correlation

Although the number of the attitudinal loyalty deleted items (9 items) was high
compared to the total items analysed (14 items), the removal of these items did not
significantly change the conceptualised content of the construct. This was because the
remaining items had a strong statistical affinity and were conceptually consistent with a single
dimension of attitudinal loyalty construct. Additionally, expressing an attitude with mixture of
cognitive, affective, and conative components is appropriate (Eagly & Chaiken, 2007). The
modification process resulted in a single dimension of attitudinal loyalty with five items: three
cognitive loyalty items (cq1, cq2, and cq3), one affective loyalty item (af1), and one conative
loyalty item (co1). Table 25 presents the improvement of the goodness-of-fit indexes as a
result of modifying the measurement brand loyalty model.
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Table 25 Improvement in Fit of Measurement Brand Loyalty Model
Model
I. 2nd Order AL and BL
(Original Model)
II. 2nd Order AL and BL
(delete cq4,5,af3,co4, and 5)
III. 1st Order AL, CO, and BL
IV. 1st Order AL and BL
(delete cq3,4,5, af2,3,4, co4, and 5)
V. 1st Order AL and BL
(delete cq4,5, af2,3,4, co2,3,4, and 5)

GFI

RMSEA

NFI

CFI

χ²/df

PGFI

0.710

0.147

0.809

0.824

10.556

0.525

0.927

0.084

0.956

0.966

4.120

0.570

0.699

0.149

0.795

0.810

10.866

0.539

0.951

0.084

0.969

0.976

4.145

0.507

0.956

0.087

0.973

0.979

4.369

0.504

Table 25 shows that Model II, IV, and V were relatively fit, although their RMSEA
indexes were beyond the cut-off value (0.80). Although Model II and IV were relatively fit,
the correlations between the constructs in these models were excessively high (>0.85),
indicating a poor validity of the constructs. Different from Model II and IV, Model V
consisted of a single attitudinal loyalty (with five items) and a behavioural loyalty (with three
items), was fit, and satisfied the construct reliability and validity requirements. The Cronbach‘
alpha of attitudinal loyalty and behavioural loyalty of Model V was more than the cut-off
value of 0.70 (0.871 and 0.80 respectively). Further, their composite reliabilities were also
more than the cut-off value 0.60 (0.952 for attitudinal loyalty and 0.924 for behavioural
loyalty). The convergent validity of attitudinal loyalty and behavioural loyalty of Model V
was also satisfied as their variances extracted were higher than 0.50 (0.694 for attitudinal
loyalty and 0.848 for behavioural loyalty). The discriminant validity requirement was met as
the average variance extracted (AVE) between attitudinal loyalty and behavioural loyalty
(0.755) was higher than the square correlation between them (0.645). Thus, Model V was the
best of the measurement models. Figure 11 shows the modified measurement brand loyalty
model consisting of a single dimension of attitudinal loyalty and a single dimension of
behavioural loyalty.
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Figure 11 Modified Measurement Brand Loyalty Model
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The goodness-of-fit of the modified measurement of brand loyalty model consisting of
a single attitudinal loyalty and a single behavioural loyalty provides evidence that there was
no support for Hypothesis 1. The model suggests that attitudinal loyalty is a first-order
hierarchical construct consisting of cognitive loyalty (three items), affective loyalty (one
items), and conative loyalty (one item). Having satisfied the reliability and validity
requirement of both attitudinal loyalty and behavioural loyalty, the next section discusses the
results of testing the structural brand loyalty model.
5.5.2 The Structural Brand Loyalty Model
Testing the structural model is the main stage of a SEM analysis, after all constructs
are validated and the measurement model is fit (Anderson & Gerbing, 1988; Hair et al.,
2006b; Kline, 2005). Blunch (2008) maintained that the structural model can describe the
causal relationship among latent variables. In addition, Byrne (2010) states that structural
models aim to specify which latent constructs directly or indirectly influence the values of
other latent constructs in the model. Therefore, the structural model conducted in this
subsection was intended to test Hypothesis 2. The result of testing the structural model of
brand loyalty, consisting of a single dimension of attitudinal loyalty and a single dimension of
behavioural loyalty, is exhibited in Figure 12.
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Figure 12 Structural Brand Loyalty Model
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Figure 12 shows that all of the goodness-of-fit indexes, except for RMSEA (0.087),
were within the suggested range, indicating that the model was relatively fit. In addition, there
were no estimation problems and the bootstrap bias-corrected confidence intervals of all
estimations were significant at p = 5% (Appendix 5), indicating that the estimation using
bootstrapping was acceptable (Byrne, 2010). The model illustrates that attitudinal loyalty
significantly influenced behavioural loyalty (β = 0.80). This finding confirms attitudinal
loyalty was a predictor of behavioural loyalty as 64% of the variance of behavioural loyalty
was associated with attitudinal loyalty. Thus, Hypothesis 2, that attitudinal loyalty will have a
positive effect on behavioural loyalty was supported. The next section discusses the validation
test of the identified brand loyalty model.
5.5.3 Validation Test of Brand Loyalty Model
Byrne (2010) and Bagozzi and Yi (1988) maintain that a validation test needs to be
conducted for a model resulting from a post hoc analysis as in the case of the brand loyalty
model (Figure 12). Following scholars‘ (Bentler & Chou, 1987; Blunch, 2008; Cliff, 1983;
Worthington & Whittaker, 2006) suggestions, this research validated the brand loyalty model
using multigroup invariance analysis. The multigroup invariance test was conducted between
three-star and four-star hotels since both hotels have adequate sample (more than 200), as
recommended by Ferdinand (2006) and Hoelter (1983). The multigroup invariance test was
not conducted between international and domestic hotels because there were no international
three-star hotels in the sample.
The primary test for multi-group invariance is χ² and CFI (Blunch, 2008; Byrne, 2010;
Cheung & Rensvold, 2002). The χ² and CFI indexes enable a researcher to determine the
extent to which the parameters tested are operating equivalently across the groups (Byrne,
2010). The χ² is an extremely stringent index and has little value in large sample (Blunch,
2008; Mulaik et al., 1989). As the sample size of this research (444) is considered to be large,
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χ² was not used to test the invariance in this study. Following the recommendations of Byrne
(2010) and Cheung and Rensvold (2002), this study applied more appropriate CFI approach,
as the basis to test the validity of brand loyalty model across three-star and four-star hotels.
According to Cheung and Rensvold (2002), a value of ∆CFI smaller than or equal to 1%
indicates the invariance of the models compared. The result of testing of the multigroup
invariance test of structural brand loyalty model is shown in Table 26.
Table 26 Model Comparisons of χ² and CFI Values of Brand Loyalty Model
Model

CMIN

DF

p

CFI

Unconstrained

120.996

38

0.000

0.970

Measurement weights

141.379

44

0.000

0.965

Structural weights

141.639

45

0.000

0.966

Structural covariances

143.444

46

0.000

0.965

Table 26 shows that ∆CFI value between baseline model (unconstrained model) and
measurement weight, structural weights, and structural covariance models was 0.5%, 0.4%,
and 0.5% respectively. Using cut-off level of 1%, these findings suggested that all factor
loadings, structural paths, and factor covariances of the brand loyalty model were operating
equivalently across three-star and four-star hotel samples. Thus, the brand loyalty model
(Figure 12) was deemed valid across both three-star and four-star hotels.

5.6 Testing the Research Model
The proposed research model integrates the brand loyalty model and the relationships
between service quality, customer satisfaction, perceived value, brand image, and attitudinal
loyalty model. This was achieved by merging the identified brand loyalty model (Figure 12)
with the model of the relationship between service quality, customer satisfaction, perceived
value, brand image, and attitudinal loyalty as shown on Figure 13.
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Figure 13 Hypothesized Research Model
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Testing the proposed research model was conducted by applying a two-stage approach
SEM. The first stage was to assess the measurement research model to examine the reliability
and validity of the constructs. The second stage was conducted to assess the structural
research model to test the Hypothesis 3, 4, 5, 7, 8, 10, 11, 12, 13 and 14. The following
subsections discuss each of these stages.
5.6.1 The Measurement Research Model
The measurement of proposed research model, including the variables of attitudinal
loyalty (AL), behavioural loyalty (BL), service quality (SQ), customer satisfaction (CS),
perceived value (PV), and brand image (BI) was conducted by using CFA. Figure 14 presents
the result of testing the CFA on the research model.
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Figure 14 Measurement Research Model
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GFI: 0.788, RMSEA: 0.076, NFI: 0.865, CFI: 0.899, χ²/df: 3.547, PGFI: 0.670
Figure 14 demonstrates that the goodness-of-fit indexes of the model were misfit
although the χ²/df (<5.0) and PGFI (>0.50) index were relatively fit. In addition, some of the
coefficient correlations between constructs such as between PV and CS, SQ and BL, and PV
and AL were very high (>0.85), indicating a lack of discriminant validity and the presence of
multicollinierity. As in the measurement of brand loyalty model, improving the measurement
model fit was conducted based on the standardized residuals, modification index (MI), and
insignificant paths (Bentler & Chou, 1987; Byrne, 2010; Ferdinand, 2006; Schumacker &
Lomax, 2004). The conceptual appropriateness, goodness-of-fit of the model, reliability and
validity, and the number of items in the constructs were also considered during this process.
The process of modifying the model caused the deletion of several items as shown in Table
27.
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Table 27 the Deleted Construct Items
Code

Item

Reason for Deletion

sq1

The .... Hotel staff are courteous.

MI: 19.870 (with bh3)

sq2

The facilities of .... Hotel are modern.

R, MI: 77.270 (with bi5)

sq5

The appearance of .... Hotel is visually appealing.

R, MI: 80.788 (with bi4)

sq7
sq10
pv1

cs4

If I need information, the .... Hotel staff could
explain clearly.
Overall, .... Hotel provides excellent service quality.
Compared to what I have given up, the overall
services of .... Hotel satisfied my needs.
Overall, I am satisfied with my decision to stay at
....Hotel

MI: 36.665 (with sq6)
R, MI: 34.614 (with cs4)
MI: 27.213 (with bi4)

R, MI: 34.575 (with co1)

bi1

.... Hotel has a good reputation.

MI: 17.287 (with sq10)

bi2

I feel special when staying at .... Hotel.

MI: 8.050 (with bi1)

bi6

I feel ...... Hotel suits my needs.

MI: 10.515 (with bi1)

cq2
Note:

I consider .... Hotel as my first choice when I need
lodging services in Bandung.

MI: 12.747 (with bi1)

R = Standardized Residual Covariance >2.58; MI: Modification index for error term correlation

The deletion of these items changed the number of construct items, except for
behavioural loyalty. Among the ten items of service quality, five items were deleted due to
their high standardized residuals and high modification indexes. This process resulted in five
items remaining to measure service quality:
sq3: “The .... Hotel staff are trustworthy” (assurance)
sq4: “The .... Hotel staff provides service in a timely manner” (responsiveness)
sq6: “The staff .... Hotel performs the service right the first time” (reliability)
sq8: “The .... Hotel provides an environment that is free from danger” (tangible)
sq9: “The .... Hotel staff understand my individual needs” (empathy)
Although the number of items deleted was relatively high compared to total items, the
remaining service quality items still reflected the service quality dimensions proposed by
Parasuraman et al. (1988): assurance, responsiveness, reliability, tangibles, and empathy.
Additionally, the measurement of service quality using four to six items in the hotel industry
is common and valid (Chu & Choi, 2000; Kim et al., 2008b; Yoo & Park, 2007).
Item pv1 (―Compared to what I have given up (in terms of money, effort, and time),
the overall services of .... Hotel satisfied my needs‖) was excluded due to a high modification
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index value. Further, this item was deleted to meet the required coefficient correlation
between variables < 0.85 as suggested by Kline (2005). Although deleted, the concept of pv1
is still captured with item pv3 (―The service I received from .... Hotel was excellent compared
to what I had to give up in terms of money, effort, and time‖) as both items compare a
customer‘s sacrifice and service received. The three perceived value items left reflect robust
indicators of the construct as their factor loadings were above the recommended level of 0.50
(Byrne, 2010).
Considering the overall goodness-of-fit indexes and the satisfaction of reliability and
validity constructs, item cs4 ―Overall, I am satisfied with my decision to stay at ...... Hotel”,
was excluded due to a high standardised residual and modification index. As item cs4
measures overall satisfaction, the deletion of this item did not affect the content of customer
satisfaction. In addition, the remaining three customer satisfaction items had high factor
loadings (all above 0.839) indicating that they are robust indicators of customer satisfaction.
Among the brand image items, item bi1, bi2, and bi6 were excluded from the model
due to their high modification indexes. The exclusion of these items was not deemed critical
and did not significantly change the conceptualization of brand image. This is because there is
little agreement among scholars on the sets of indicators that capture the brand image
construct (Dobni & Zinkhan, 1990). Some authors propose more than ten items to measure
brand image (Kayaman & Arasli, 2007; Kim & Kim, 2005), while others have used only three
items (Clemes et al., 2009; Faullant et al., 2008). The remaining three items are considered as
appropriate for measuring brand image as their factor loadings were above the cut-off value of
0.50.
The process of testing brand loyalty model (Section 5.5) resulted in a fit model of a
single dimension of attitudinal loyalty with five items and a single dimension of behavioural
loyalty with three items. However, these constructs needed to be re-assessed to satisfy the
discriminant validity requirement between brand loyalty variables and service quality,
customer satisfaction, perceived value, and brand image variables. This assessment caused the
deletion of item cq2 from the model on the basis of modification index value. Thus, four
attitudinal loyalty items remained in the model:
cq1:“No other hotels perform services better than.... Hotel.”
cq3:“I am willing to pay more to be a guest at.... Hotel than in other hotels in its category.”
af1: ―I like.... Hotel more than other hotels.”
co1:“Even if other hotels were offering a lower rate, I would stay at.... Hotel”.
The attitudinal loyalty construct consists of the items of cognitive loyalty (cq1 and
cq3), affective loyalty (af1), and conative loyalty (co1) proposed by Oliver (1997, 1999).
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Additionally, these items support the concept of relative attitude proposed by Dick and Basu
(1994) as these items are a customer‘s attitude toward the hotel they stayed in, compared to
their attitude about other hotels. Table 28 presents the improvement of the goodness-of-fit
indexes as a result of modifying the measurement research model.
Table 28 Improvement in Fit of Measurement Research Model
GFI

RMSEA

NFI

CFI

χ²/df

PGFI

I. Original Model

0.788

0.076

0.865

0.899

3.547

0.670

II. Deleting sq1, sq2, sq5, sq7, sq10, cs4

0.865

0.066

0.911

0.939

2.947

0.700

0.891

0.064

0.928

0.952

2.835

0.683

0.898

0.063

0.931

0.955

2.778

0.677

Model

III. Deleting sq1, sq2, sq5, sq7,
sq10, cs4, bi1, bi2, bi6, pv1
IV. Deleting sq1, sq2, sq5, sq7,
sq10, cs4, bi1, bi2, bi6, pv1, cq2

Table 28 shows that among the modified measurement models, Model IV is the fittest model.
Figure 15 presents the detailed result of the modified measurement research model (Model
IV).
Figure 15 Modified Measurement Research Model
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The next subsection discusses the reliability and validity of the constructs tested in the
measurement of the research model.
5.6.2 Assessment of Validity and Reliability
This research assessed reliability using Cronbach‘s alpha, construct reliability (CR),
and variance extracted (VE). Table 29 shows that the Cronbach‘s alpha of all constructs were
above the cut of level of α > 0.70. The composite reliability (CR) of all constructs were also
above cut-off level of 0.60 (between 0.799 - 0.898). Furthermore, all constructs also satisfied
the minimum VE value of 0.50 (see Table 30). These findings indicated that the variance due
to measurement error was less than the variance captured by the construct. Thus, the
constructs were considered as reliable.
Table 29 Reliability and Validity Test
Construct

Attitudinal Loyalty

Behavioural
Loyalty

Service Quality

Perceived Value

Brand Image

Customer
Satisfaction

Indicator

Factor Loading

cq1

0.833

cq3

0.863

af1

0.800

co1

0.836

bh1

0.903

bh2

0.938

bh3

0.843

sq3

0.745

sq4

0.789

sq6

0.733

sq8

0.713

sq9

0.738

pv2

0.727

pv3

0.855

pv4

0.891

bi3

0.818

bi4

0.572

bi5

0.755

cs1

0.851

cs2

0.893

cs3

0.832

Cronbach α

Composite Reliability

0.899

0.901

0.920

0.918

0.860

0.861

0.859

0.866

0.747

0.762

0.892

0.894
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This research assessed the validity of the constructs using convergent and discriminant
validity. Anderson and Gerbing (1988) maintain that convergent validity can be assessed by
determining whether each indicator‘s estimated coefficient on the underlying construct is
significant. Table 29 reveals that all items had a factor loading of more than 0.50 and were
significant at p<1%. These high factor loadings indicated that the items measure the construct
they were expected to measure. Thus, the convergent validity requirement of the constructs
was satisfied.
Discriminant validity was assessed using Fornell and Larcker (1981) and Kline‘s
(2005) approaches. The discriminant validity between two constructs is demonstrated if the
AVE is greater than the squared correlation between constructs (Fornell & Larcker, 1981), or
if the correlation between the constructs is less than 0.85 (Kline, 2005). Table 30 shows that
the path between service quality (SQ) and perceived value (PV) as well as between service
quality (SQ) and customer satisfaction (CS) failed to satisfy the criteria suggested by Fornell
and Larcker (1981). However, testing discriminant validity using Kline‘s (2005) approach,
these paths were valid as their correlations were not more than 0.85 (see Table 30). Thus,
discriminant validity among the constructs was relatively satisfied.
Table 30 Variance Shared, Variance Extracted, and Correlations between Constructs
BI

SQ

PV

CS

AL

BL

Brand Image (BI)

0.522

0.476

0.578

0.476

0.293

0.203

Service Quality (SQ)

0.690

0.554

0.707

0.663

0.336

0.232

Perceived Value (PV)

0.760

0.841

0.684

0.704

0.417

0.325

Customer Satisfaction (CS)

0.690

0.814

0.839

0.738

0.653

0.465

Attitudinal Loyalty (AL)

0.541

0.580

0.646

0.808

0.694

0.619

Behavioural Loyalty (BL)

0.450

0.482

0.570

0.682

0.787

0.848

Note: (1) The diagonal entries is variance extracted, (2) The under triangle is correlation between
constructs, (3) The upper triangle is squared correlation between construct.

Having satisfied the reliability and validity requirements, the next subsection discusses the
result of testing the structural research model.
5.6.3 The Structural Research Model
Testing the structural research model was used to test the eleven causal paths
reflecting Hypothesis 3, 4, 5, 7, 8, 10, 11, 12, 13, and 14. Figure 16 presents the result of
testing the structural research model.
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Figure 16 Structural Research Model
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GFI: 0.897, RMSEA: 0.063, NFI: 0.930, CFI: 0.954, χ²/df: 2.748, PGFI: 0.691
Figure 16 demonstrates that all of the goodness-of-fit indexes were within the
recommended ranges, except the GFI which is slightly under the cut-off value of 0.90. Thus,
the result of testing the structural research model was acceptable. Based on this model, the
relationships between the constructs as reflected in the hypotheses statements are shown in
Table 31.
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Table 31 Testing the Hypotheses of the Structural Research Model
Std.

Critical

Estimate

Ratio

H2: Attitudinal Loyalty -> Behavioural Loyalty

0.797

16.756***

Supported

H3: Service Quality -> Perceived Value

0.606

9.564***

Supported

H4: Service Quality -> Customer Satisfaction

0.356

4.411***

Supported

H5: Service Quality -> Attitudinal Loyalty

-0.260

-2.709***

Not Supported

H7: Perceived Value -> Customer Satisfaction

0.477

5.182***

Supported

H8: Perceived Value -> Attitudinal Loyalty

0.037

0.330 (ns)

Not Supported

H10: Cust. Satisfaction -> Attitudinal Loyalty

0.984

9.514***

Supported

H11: Brand Image -> Service Quality

0.691

11.103***

Supported

H12: Brand Image -> Perceived Value

0.339

5.673***

Supported

H13: Brand Image -> Customer Satisfaction

0.082

1.293 (ns)

Not Supported

H14: Brand Image -> Attitudinal Loyalty

0.020

0.280 (ns)

Not Supported

Hypothesized Path

Hypothesis

***significant at p<0.01, ns: not significant
Table 31 shows that the standardised estimate (β) of the path between perceived value
and attitudinal loyalty (0.037), brand image and customer satisfaction (0.082), and brand
image and attitudinal loyalty (0.020) were not significant. Therefore, Hypothesis 8, 13, and 14
were not supported. Scholars (Bentler & Chou, 1987; Byrne, 2010; Ferdinand, 2006) suggest
that re-specification of the structural model by removing non-significant paths may provide a
better fit to the data. Following this suggestion, a modified model was created by deleting the
non-significant paths, allowing a more parsimonious model to be defined. The deletion was
performed by removing one non-significant hypothetical path at a time as dropping one path
can change the goodness-of-fit indices of the model and the coefficient of the paths (Byrne,
2010). The process of deleting the insignificant paths resulted in the most parsimonious
modified structural research model as shown in Figure 17.

109

Figure 17 Modified Structural Research Model
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GFI: 0.897, RMSEA: 0.062, NFI: 0.930, CFI: 0.954, χ²/df: 2.715, PGFI: 0.703.
Figure 17 shows that, except the GFI, all of the goodness-of-fit indexes were within
the acceptable level. Thus, the modified structural research model can be considered as a fit
model. Further, as no estimation problems occurred and the bootstrap bias-corrected
confidence intervals of all estimations were significant at p = 5% (Appendix 5), the estimation
using bootstrapping was satisfactory (Byrne, 2010). Table 32 shows that the standardised
estimate coefficient (β) of all paths tested in the modified structural model were significant.
However, the coefficient path between customer satisfaction (CS) and attitudinal loyalty (AL)
value of 1.004 was slightly over the suggested level of 1.0 (Hair et al., 2010). This was not
considered a serious problem for two reasons. Firstly, the result of testing the reliability and
validity of the constructs (Table 29 and 30) indicated that all constructs were reliable and
valid. Secondly, theoretically and empirically, customer satisfaction is a strong predictor of
loyalty (Bowen & Chen, 2001; Cronin et al., 2000; Lovelock & Wirtz, 2007; Oliver, 1997;
Zeithaml et al., 2009). Hypothesis 2, 3, 4, 7, 10, 11, and 12 were supported. Although the path
between service quality (SQ) and attitudinal loyalty (AL) was significant, Hypothesis 5 was
not supported as the standardized estimate (β) was not as expected, negative. In addition, the
modified structural model also reveals that the explanatory power (R²) of determinant
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variables on endogenous variables was relatively high, service quality = 48.3%, perceived
value = 77.1%, customer satisfaction = 75.1%, attitudinal loyalty = 68.7%, and behavioural
loyalty = 63.5%.
Table 32 Hypotheses Testing of Modified Structural Research Model
Std.

Critical

Estimate

Ratio

H2: Attitudinal Loyalty -> Behavioural Loyalty

0.797

16.744***

Supported

H3: Service Quality -> Perceived Value

0.597

9.449***

Supported

H4: Service Quality -> Customer Satisfaction

0.356

4.459***

Supported

H5: Service Quality -> Attitudinal Loyalty

-0.234

-2.847***

Not Supported

H7: Perceived Value -> Customer Satisfaction

0.546

6.881***

Supported

H10: Customer Satisfaction -> Attitudinal Loyalty

1.004

10.862***

Supported

H11: Brand Image -> Service Quality

0.695

11.154***

Supported

H12: Brand Image -> Perceived Value

0.351

5.863***

Supported

Hypothesized Path

Hypothesis

***significant at p<0.01
5.6.4 Validation Test of the Research Model
As in the validation test of brand loyalty model (Subsection 5.5.3), the final structural
research model also needed to be validated across three-star and four-star hotels. The result of
testing the multigroup invariance test of the structure of research model is shown in Table 33.
Table 33 Model Comparisons of χ² and CFI Values of Research Model
Model

CMIN

DF

p

CFI

Unconstrained

891.284

362

0.000

0.921

Measurement weights

939.851

377

0.000

0.916

Structural weights

977.365

385

0.000

0.911

Structural covariances

977.797

386

0.000

0.911

Table 33 shows that ∆CFI value between baseline model (unconstrained model) and
measurement weight, structural weights, and structural covariances models was 0.5%, 1%,
and 1% respectively. Using cut-off level of 1% as suggested by Cheung and Rensvold (2002),
these findings provide evidence that all factor loadings, structural paths, and factor
covariances of the structural research model were equivalent across three-star and four-star
hotel samples. Thus, the modified structural research model (Figure 17) is valid across both
three-star and four-star hotels.
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5.7 Testing the Mediation Effect
The proposed research model (Figure 13) indicates that there are several potential
mediation effects between the brand loyalty determinants and attitudinal loyalty. These
mediation effects are (1) perceived value and customer satisfaction mediate the relationship
between service quality and attitudinal loyalty (Hypothesis 6), (2) customer satisfaction
mediates the relationship between perceived value and attitudinal loyalty (Hypothesis 9), and
(3) perceived value, customer satisfaction, and service quality mediate the relationship
between brand image and attitudinal loyalty (Hypothesis 15). The results of testing the
modified structural research model (Figure 17) provided evidence of the existence of three
mediation effect variables. First, customer satisfaction (CS) mediated the relationship between
service quality (SQ) and attitudinal loyalty (AL). Second, customer satisfaction (CS)
mediated the relationship between perceived value (PV) and attitudinal loyalty (AL). Third,
service quality (SQ) mediated the relationship between brand image (BI) and attitudinal
loyalty (AL). The result of testing the mediation effect is presented in Figure 18.
Figure 18 Mediation Effect Test
Model 1
β = 0.79***

β = 0.80***

SQ
Qq

CS

AL

GFI: 0.933, RMSEA: 0.074, NFI: 0.951, CFI: 0.965, χ²/df: 3.414, PGFI: 0.622
Model 2
β = 0.83***

PV
q

β = 0.80***

CS

AL

GFI: 0.949, RMSEA: 0.076, NFI: 0.965, CFI: 0.974, χ²/df: 3.582, PGFI: 0.569
Model 3
β = 0.71***

BI

β = 0.59***

SQ

AL

GFI: 0.948, RMSEA: 0.061, NFI: 0.951, CFI: 0.969, χ²/df: 2.637, PGFI: 0.632
***significant at p<0.01
Figure 18 shows that Model 1 tests the mediation role of customer satisfaction on the
relationship between service quality and attitudinal loyalty. All goodness-of-fit indexes of
Model I were within the level of acceptance, indicating that the model is fit. The coefficient
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path between SQ and CS (β = 0.80) and between CS and AL (β = 0.79) were significant.
Similarly, the coefficient path between SQ and AL (β = 0.22) was also significant. The
inclusion of the path between SQ and AL in Model I resulted in the χ² value of 170.076 and
the coefficient path (β) between these variables became -0.22. The decreasing of χ² value in
the Model I (from 177.522 to 170.076) caused by the inclusion of the path between SQ
(predictor) and AL (criterion) in the model implies that CS (mediator) mediates the
relationship between SQ and AL (Hair et al., 2006b). In addition, the decreasing of the
coefficient path between SQ (predictor) and AL (criterion) due to the inclusion of SQ and AL
path in the model, according to Cohen and Cohen (1983), indicates that the mediation of CS is
partial.
Model 2 tests the mediation role of customer satisfaction (CS) on the relationships
between perceived value (PV) and attitudinal loyalty (AL). The goodness-of-fit indexes
indicate that Model 2 is fit as all of the indexes were within the level of acceptance. The
coefficient path between PV and CS (β = 0.83) and between CS and AL (β = 0.80) were
significant. However, the coefficient path between PV and AL (β = 0.037) was not significant.
The fitness of Model 2 and the insignificant path between PV (predictor) and AL (criterion)
demonstrate a complete mediation of CS (mediator) in the relationship between perceived
value and attitudinal loyalty (Baron & Kenny, 1986).
Model 3 tests the mediation of service quality (SQ) on the relationships between brand
image (BI) and attitudinal loyalty (AL). As all goodness-of-fit indexes were within the level
of acceptance, Model 3 is fit. The coefficient path between BI and SQ (β = 0.71) and between
SQ and AL (β = 0.59) were significant, while the path between BI and AL was insignificant
(β = 0.002). As in the case of Model 2, the fitness of the Model 3 and the insignificant path
between BI (predictor) and AL (criterion) indicate that the relationship between brand image
and attitudinal loyalty is mediated by service quality (Baron & Kenny, 1986). Table 34
summarises the result of the mediation effect tests.
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Table 34 Summary of Testing the Mediation Effect Hypotheses
Hypothesis

H6
H9

H15

Path

Insignificant
Path

Mediation

Result

SQ ->PV -> AL

SV -> AL

Not Mediated

Not Supported

SQ ->CS -> AL

-

Partially Mediated

Partially Supported

PV -> CS -> AL

-

Mediated

Supported

BI -> CS -> AL

BI -> CS

Not Mediated

Not Supported

BI -> SQ -> AL

-

Mediated

Supported

BI -> PV -> AL

PV -> AL

Not Mediated

Not Supported

5.7.1 The Direct and Indirect Effects of the Variables
The information of the effect of a variable, directly and indirectly, on other variables
provides insights into the relationships between the variables. Kline (2005) claimed that a
direct effect is the influence of a variable on another variable that is not mediated by other
variables, while an indirect effect is one that is mediated by at least one other variable. Total
effect is the sum of indirect and direct effects of the variables. The indirect effect is estimated
statistically from the standardized direct effects that comprise them. As an illustration, the
standardized indirect effect of brand image to perceived value through service quality is the
multiplication of 0.70 (brand image to service quality) and 0.60 (service quality to perceived
value) = 0.42. The direct effect between brand image and perceived value is 0.35. Thus, total
effect of brand image on perceived value is 0.77 (0.42 indirect effect and 0.35 direct effect).
Based on the modified structural model (Figure 17), the effects (direct, indirect, and total
effect) of brand image, service quality, perceived value, customer satisfaction, and attitudinal
loyalty on the endogenous variables are reported in Table 35.
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Table 35 Direct and Indirect Effect of the Variables
Antecedent
Variables

Effect
Direct

Brand Image
(BI)

Indirect
Total

Endogenous (Affected) Variables
SQ

PV

0.695

0.351

0.695

CS

AL

BL

-

-

-

0.415

0.666

0.509

0.405

0.766

0.666

0.509

0.405

0.597

0.356

-0.234

0.326

0.688

0.361

0.682

0.454

0.361

Direct

-

Indirect

-

Total

-

Direct

-

-

Indirect

-

-

Total

-

-

Customer

Direct

-

-

-

Satisfaction

Indirect

-

-

-

(CS)

Total

-

-

-

Direct

-

-

-

-

0.797

Indirect

-

-

-

-

-

Total

-

-

-

-

Service Quality
(SQ)

Perceived
Value (PV)

Attitudinal
Loyalty (AL)

0.597

0.546
0.546

-

-

-

0.551

0.439

0.551

0.439

1.004
1.004

0.804
0.804

0.797

Table 35 highlights several important findings on the effects of brand image, service
quality, perceived value, customer satisfaction, and attitudinal loyalty on endogenous
variables. Firstly, brand image was an important determinant of other variables with the total
effect range between 0.41 and 0.77. Although having no direct effect on customer satisfaction
and attitudinal loyalty as hypothesized, brand image had a high indirect effect on customer
satisfaction (0.67) and attitudinal loyalty (0.51). Secondly, compared to brand image and
perceived value, service quality had the highest effect on customer satisfaction. While the
direct effect was negative (-0.23), service quality‘s indirect effect on attitudinal loyalty
through customer satisfaction was relatively high (0.69). Therefore, service quality was an
important determinant of attitudinal loyalty with the total effect of 0.45. Thirdly, perceived
value had no direct effect on attitudinal loyalty, however its indirect effect on attitudinal
loyalty (0.55) and behavioural loyalty (0.44) were the highest compared to those of brand
image and service quality. Lastly, due to its mediation role (as discussed in Section 5.7),
customer satisfaction had an important effect on both attitudinal loyalty (1.00) and
behavioural loyalty (0.80).
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5.8 Testing Comparison between International and Domestic Hotels
The Hypothesis 16 to 20 compare the international and domestic hotel guest‘s
perceptions on service quality, perceived value, customer satisfaction, brand image, and brand
loyalty. There was no data collected from three-star international hotel. Thus, the means
comparison test could only be conducted between international and domestic four-star hotels.
The results of the Mann-Whitney U test between the perceptions of four-star international and
domestic hotel guests on service quality, perceived value, customer satisfaction, brand image,
and brand loyalty are shown in Table 36.
Table 36 Mann-Whitney U Test of International and Domestic Guests Hotel
Variable

Mann-Whitney U

Z

Asymp. Sig.

Service Quality

11598.0

-4.297

0.000

Perceived value

13300.0

-2.758

0.006

Brand Image

13654.5

-2.428

0.015

Customer Satisfaction

12757.5

-3.249

0.001

Cognitive Loyalty

9683.5

-6.042

0.000

Affective Loyalty

11966.5

-3.968

0.000

Conative Loyalty

11801.5

-4.114

0.000

Behavioural Loyalty

10873.5

-4.964

0.000

Table 36 reveals that the Z value of all variables tested were significant at p <5%.
These results indicate that the perceptions of international hotel guests were significantly
different from those of domestic hotel guests. Table 37 shows that the mean rank of the
international hotels on service quality, customer satisfaction, and brand image (273.29,
260.82, and 251.18 respectively) was higher than that of domestic hotels (209.04, 212.35, and
214.90 respectively). Thus, the hypotheses that state respondents from the international hotels
perceive a higher level of service quality (Hypothesis 16), customer satisfaction
(Hypothesis17), and brand image (Hypothesis19) than the respondents from the domestic
hotels were supported. The mean rank of international hotels on perceived value (254.99) was
higher than that of domestic hotels (213.89). Thus, Hypothesis 18 which proposes that
respondents from the international hotels perceive a lower level of perceived value than the
respondents from the domestic hotels was not supported. Similarly, Hypothesis 20 which
states that the respondents from the international hotels perceive a lower level of brand loyalty
than the respondents from the domestic hotels was not supported as the mean rank of
international hotels on cognitive loyalty, affective loyalty, conative loyalty, and behavioural
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loyalty (293.88, 269.33, 271.10, and 281.08 respectively) was higher than that of domestic
hotels (203.59, 210.09, 209.62, and 206.98 respectively). The results of the tests on
Hypotheses 16 to 20 are summarized in Table 37.
Table 37 Summary Hypothesis Testing on Hotel Comparison
Hypothesis

Mean Rank

Expected

Result

Sign*

International

Domestic

H16: Service Quality

IH > DH

273.29

209.04

Supported

H17: Customer Satisfaction

IH > DH

260.82

212.35

Supported

H18: Perceived value

IH < DH

254.99

213.89

Not Supported

H19: Brand Image

IH > DH

251.18

214.90

Supported

- Cognitive Loyalty

IH < DH

293.88

203.59

Not Supported

- Affective Loyalty

IH < DH

269.33

210.09

Not Supported

- Conative Loyalty

IH < DH

271.10

209.62

Not Supported

- Behavioural Loyalty

IH < DH

281.08

206.98

Not Supported

H20: Brand Loyalty:

*IH: International Hotel, DH: Domestic Hotel

5.9 Summary of the Chapter
This chapter examined the hypotheses outlined in Chapter 3. SEM was used to analyse
the dimensional structure of brand loyalty and the relationships between service quality, brand
image, customer value, customer satisfaction, and brand loyalty. The Mann-Whitney U Test
was used to examine the differences between the perceptions of international and domestic
hotel guests. A summary of the findings of the hypotheses tests are displayed in Table 38.
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Table 38 Summary of the Finding
Hypothesis
H1: Attitudinal loyalty is a hierarchical construct consists
of cognitive loyalty, affective loyalty, and conative
loyalty.
H2: Attitudinal loyalty will have a positive effect on
behavioural loyalty.
H3: Service quality will have a positive direct effect on
perceived value.
H4: Service quality will have a positive direct effect on
customer satisfaction.
H5: Service quality will have a positive direct effect on
attitudinal loyalty.
H6: Service quality will have a positive indirect effect on
attitudinal loyalty.
H7: Perceived value will have a positive direct effect on
customer satisfaction.
H8: Perceived value will have a positive direct effect on
attitudinal loyalty.
H9: Perceived value will have a positive indirect effect on
attitudinal loyalty.
H10: Customer satisfaction will have a positive direct
effect on attitudinal loyalty.
H11: Brand image will have a positive direct effect on
service quality.
H12: Brand image will have a positive direct effect on
perceived value.
H13: Brand image will have a positive direct effect on
customer satisfaction.
H14: Brand image will have a positive direct effect on
attitudinal loyalty.
H15: Brand image will have a positive indirect effect on
attitudinal loyalty.
H16: The respondents from international hotels perceive a
higher level of service quality than the
respondents from domestic hotels.
H17: The respondents from international hotels perceive a
higher level of customer satisfaction than the
respondents from domestic hotels.
H18: The respondents from international hotels perceive a
lower level of perceived value than the respondents
from domestic hotels.
H19: The respondents from international hotels perceive a
higher level of brand image than the respondents
from domestic hotels.
H20: The respondents from international hotels perceive a
lower level of brand loyalty than the respondents
from domestic hotels.

Result
Not Supported, attitudinal loyalty is
one dimension, a first-order construct.
Supported, attitudinal loyalty is a
strong predictor of behavioural
loyalty.
Supported, the magnitude effect of
service quality on value is medium,
while to customer satisfaction is weak.
Not Supported, the relationship is
significant but negative.
Partially Supported, through customer
satisfaction.
Supported, the magnitude effect of
perceived value is medium.
Not Supported, the relationship is
insignificant.
Supported, through customer
satisfaction.
Supported, customer satisfaction is a
strong predictor of attitudinal loyalty.
Supported, brand image is a
significant predictor of service quality
and perceived value.
Not Supported, the relationships is
positive but not significant.
Not Supported, the link between these
variables is insignificant.
Supported, through service quality but
not through customer satisfaction and
perceived value.
Supported, international hotel guests
perceived higher service quality and
satisfaction compare to domestic hotel
guests.
Not Supported, international hotel
guests perceived higher value.
Supported, international hotels guests
perceived better brand image.
Not Supported, international hotel
guests are more loyal than domestic
hotel guests.
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Chapter 6
DISCUSSION AND CONCLUSION
6.1 Introduction
Prior chapters have outlined the research project, the literature relating to previous
research, the research process, and the data analysis results. This chapter evaluates the
research results and discusses the contribution this research makes to academic theory and
managerial practice. Within this chapter, Section 6.2 discusses the findings from testing the
hypotheses that set out to answer the research objective to identify the dimensional structure
of brand loyalty. Section 6.3 discusses the findings of examining the relationships between
service quality, perceived value, customer satisfaction, brand image, and brand loyalty to
satisfy the second research objective. Section 6.4 discusses the findings that examined the
differences between international and domestic hotels satisfying the third research objective.
Section 6.5 describes the theoretical contribution of the current research, while Section 6.6
discusses the research implication from managerial perspectives. Next, the limitations of the
thesis and the directions for further research are presented in the Section 6.7 and 6.8
respectively.

6.2 The Structure of Brand Loyalty
The first objective of this research was to examine the dimensional structure of brand
loyalty. Following Oliver‘s (1997, 1999) contention, this research postulates that brand
loyalty consists of cognitive loyalty, affective loyalty, conative loyalty, and behavioural
loyalty. The first three constructs: cognitive loyalty, affective loyalty, and conative loyalty
collectively form a second-order hierarchical attitudinal loyalty (Hypothesis 1). Thus,
attitudinal loyalty is a higher level abstraction of three sub-dimensions: cognitive loyalty,
affective loyalty, and conative loyalty. Furthermore, attitudinal loyalty was hypothesised as
having a positive effect on behavioural loyalty (Hypothesis 2). Three findings derived from
testing the hypotheses on the dimensionality structure of brand loyalty are discussed further.
Brand Loyalty Dimension
Brand loyalty is composed of a single dimension of attitudinal loyalty and a single
dimension of behavioural loyalty. Further, attitudinal loyalty is not a second-order but a firstorder hierarchical construct consisting of the indicators of cognitive loyalty, affective loyalty,
and conative loyalty. This finding does not support Hypothesis 1. This finding suggests that
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attitudinal loyalty does not consist of cognitive loyalty, affective loyalty, and conative loyalty
sub-dimensions. Hotel guests perceived attitudinal loyalty as a sum of cognitive loyalty,
affective loyalty, and conative loyalty indicators. In other words, respondents did not separate
cognitive loyalty, affective loyalty, and conative loyalty, although the separation of these
components by consumers does make conceptual sense. The single dimension of attitudinal
loyalty identified in this research concurs with the result of previous studies (Jones & Taylor,
2007; Lee et al., 2007; Li & Petrick, 2008b; Pritchard et al., 1999). Furthermore, the single
dimension of behavioural loyalty identified in this study also agrees with the result of
previous studies (Back & Parks, 2003; Han et al., 2008; Harris & Goode, 2004; Li & Petrick,
2008b).
The two dimensions of brand loyalty identified in this research suggest that hotel
guests do not develop loyalty sequentially: cognitive first, then affective, followed by
conative, and then behaviour as suggested by Oliver (1997, 1999) and supported by Back and
Parks (2003), Harris and Goode (2004), and McMullan and Gilmore (2003). This finding is
also inconsistent with Lee et al.‘s (2007) study indicating that customers develop loyalty in a
sequence of attitudinal first, followed by conative, before performing a behaviour. Besides,
this finding also does not support the existence of second-order hierarchical brand loyalty as
identified by Han et al. (2008). Rather, the current research suggests that hotel guests develop
cognitive loyalty, affective loyalty, and conative loyalty simultaneously prior to performing
behavioural loyalty; Hotel guests develop loyalty in an attitudinal sense first, before
committing behaviour. Thus, this study strengthens the conceptualisation of composite brand
loyalty consisting of a single dimension of attitudinal loyalty and a single dimension of
behavioural loyalty (Day, 1969; Dick & Basu, 1994; Jacoby & Chestnut, 1978; Li & Petrick,
2008b).
Attitudinal Loyalty Dimension
The results depicted by Figure 17 show that attitudinal loyalty has four indicators of
cognitive loyalty, affective loyalty, and conative loyalty. These indicators suggest that a loyal
customer in an attitudinal sense believes the hotel has a better service compared to other
hotels, wants to pay more for the hotel service compared to other hotels (cognitive loyalty),
feels more affection toward the hotel than the others (affective loyalty), and intends to re-stay
in the hotel rather than in other hotels (conative loyalty). These indicators reflect customer‘
attitudes toward the hotel they stayed in, compared to their attitude about other hotels. This
finding indicates that attitudinal loyalty is an attitude towards the brand relative to competitor
brands. This finding is different from the result of previous studies which indicates that
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attitudinal loyalty is an attitude towards both the brand and the brand relative to competitor
brands (Back, 2005; Bandyopadhyay & Martell, 2007; Bennett & Rundle-Thiele, 2002;
Chaudhuri & Holbrook, 2001; Jones & Taylor, 2007; Lee et al., 2007; Pritchard et al., 1999;
Rundle-Thiele, 2005). By stressing an attitude toward a hotel in comparison to other hotels, in
essence, this finding supports the notion of ‗relative attitude‘ proposed by Dick and Basu
(1994). However, while Dick and Basu (1994) propose that cognitive, affective, and conative
components are the antecedents of relative attitude, this study found that these components
are indicators of attitudinal loyalty. Therefore, the attitudinal loyalty revealed in this study is
in agreement with the conceptualisation of loyalty conditions proposed by Oliver (1997),
namely, the customer (1) believes that the brand is preferable over competitor‘ brands, (2)
favours the brand over the competitor‘s brand, and (3) has a higher intention to buy the brand
over the competitor‘ brand.
Relationship between Attitudinal Loyalty and Behavioural Loyalty
The results of statistical analyses show that the coefficient path between attitudinal
loyalty and behavioural loyalty is high, β = 0.80 (supporting for Hypothesis 2) and R² of
behavioural loyalty is 64%. This finding suggests that a hotel guest‘s attitude toward the hotel
in comparison with other hotels is a major determinant of whether the guest will re-stay in the
hotel. This finding confirms Dick and Basu‘s (1994) conceptualisation that relative attitude is
likely to provide a strong indication of repeat patronage. This result suggests that hotel guests
who believe, like, and commit toward a hotel over other hotels (exhibits attitudinal loyalty),
whenever possible, will re-stay in the hotel rather than in competitor hotels.
The effect of attitudinal loyalty on behavioural loyalty is not surprising as there is a
substantial agreement with previous studies. Baldinger and Rubinson (1996) report that
highly loyal customers have a high probability of repurchasing the brand in future years. In
addition, their study found that converting low loyal customers and non-buyers to loyal
customers is easier if they have a favourable attitude towards the brand. Bennett and RundleThiele (2002) also demonstrated that an attitude toward a brand (a measure of attitudinal
loyalty), significantly predicts behavioural loyalty. In a cruise line context, Li and Petrick
(2008b) provide further evidence that attitudinal loyalty is a significant predictor of
behavioural loyalty, although its predictive power is weak. Lastly, Greenwald (1989b) and
Glasman and Albarracın‘s (2006) meta-analysis in a psychology context show that attitude is
a powerful predictor of future behaviour.
In conclusion, this study has clarified the controversial issue related to the dimension
and the structure of brand loyalty. This research found that brand loyalty is a complex and
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dynamic construct, consisting of two stages of attitudinal loyalty and behavioural loyalty
rather than four stages (Oliver, 1997, 1999), three stages (Lee et al., 2004), or a second-order
hierarchical construct (Han et al., 2008). Although supporting the existence of a two
dimensional structure of brand loyalty, this research does not entirely dismiss the four-stage
of multi-dimensional brand loyalty proposed by Oliver (1999). This is because the attitudinal
loyalty component merges the indicators of cognitive loyalty, affective loyalty, and conative
loyalty. The brand loyalty identified in this research, thus, extends the traditional composite
brand loyalty conceptualisation, not only by absorbing the components of the four stages of
brand loyalty but also by offering a specific conceptualisation of attitudinal loyalty.

6.3 The Relationships between the Construct Variables
The second objective of this research was to examine the relationships between service
quality, perceived value, customer satisfaction, brand image, and brand loyalty as stated in
Hypotheses 3 to 15. Testing these hypotheses revealed several important findings that warrant
further elaboration. Considering the complexity of the relationships between the variables
tested, the discussions of the findings will be focused on the effect of determinant variables on
four endogenous variables: attitudinal loyalty, customer satisfaction, perceived value, and
service quality. Subsequently, a discussion of the mediation effect of attitudinal loyalty on the
relationship between customer satisfaction and behavioural loyalty will also be presented.

Attitudinal Loyalty
Customer satisfaction, perceived value, brand image, and service quality are important
determinants of attitudinal loyalty. This study found that 69% of attitudinal loyalty variance is
explained by customer satisfaction, perceived value, service quality, and brand image. This
suggests that guest‘s attitudinal loyalty towards a hotel not only depends on the service
evaluation process (service quality, customer satisfaction and perceived value) as reported by
previous researchers (Back & Parks, 2003; Bowen & Chen, 2001; Ekinci et al., 2008;
Juwaheer, 2004; Kim et al., 2008a; Ladhari, 2009; Oh & Parks, 1997) but is also strongly
influenced by the brand image of the hotel. The important role of customer satisfaction,
perceived value, brand image, and service quality in influencing attitudinal loyalty is
consistent with the study conducted by Chitty et al. (2007) in the Australian hostel industry
and Clemes et al. (2009) in the five-star Taiwanese hotel industry. Furthermore, the high
variance of attitudinal loyalty is consistent with Zins (2001) study in the airline industry
which showed that quality, value, satisfaction, and image explain 66% variance of intention
loyalty. Although customer satisfaction, perceived value, brand image, and service quality are
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important determinants of attitudinal loyalty, their degree of importance and the nature of the
relationships between these variables vary. The following discussion details the effect of
customer satisfaction, perceived value, brand image, and service quality on attitudinal loyalty.
Among the attitudinal loyalty determinants, customer satisfaction is the only variable
which had a direct positive effect on attitudinal loyalty (supporting Hypothesis 10). The effect
of customer satisfaction on attitudinal loyalty had the most impact when compared to the
other determinants (β = 0.98 in the unmodified model and β = 1.0 in the modified model)
suggesting that any changes in customer satisfaction will influence attitudinal loyalty
proportionately. This finding implies that a satisfied guest tends to have a strong belief about
the superiority of the hotel over the competitors (cognitive loyalty), strong favouritism for the
hotel over the competitors (affective loyalty), and have a strong commitment level and be
more insulated from a competitor‘s lower price (conative loyalty). The high effect of
customer satisfaction on attitudinal loyalty is consistent with Bowen and Chen‘s (2001) result
that changes in customer satisfaction more than doubled the loyalty indices. The direct
positive relationship between customer satisfaction and attitudinal loyalty is not unexpected,
as it has been conceptualised previously (Lovelock et al., 2001; Oliver, 1980) and supported
by empirical studies in various services context (Hennig-Thurau et al., 2002), Chinese mobile
telecommunication context (Lai et al., 2009), business to business context (Rauyruen &
Miller, 2007), including in the hotel industry (Back, 2005; Chitty et al., 2007; Ekinci et al.,
2008; Han et al., 2008). The high effect of customer satisfaction on attitudinal loyalty most
likely is related to its function as a mediator of the relationships between attitudinal loyalty,
service quality, perceived value, and brand image.
Perceived value had no significant direct effect on attitudinal loyalty (no support for
Hypothesis 8). The insignificant direct effect of perceived value on attitudinal loyalty is also
reported by Brady et al. (2001). Although having no significant direct effect, perceived value
is an important determinant of attitudinal loyalty as its indirect effect through customer
satisfaction (supporting Hypothesis 9) is substantial, 0.55. Compared to other determinants,
perceived value has the second biggest effect on attitudinal loyalty. This finding implies that
perceived value influences customer satisfaction which subsequently affects attitudinal
loyalty. The customer satisfaction mediation on the effect of perceived value and loyalty is
congruent with studies conducted by Bowen and Shoemaker (2003) and Wang et al. (2004).
The results of the statistical analyses demonstrate that brand image had no significant
direct effect on attitudinal loyalty (no support for Hypothesis 14). This finding is consistent
with Lai et al. (2009), Cretu and Brodie (2007), and Helgesen and Nesset (2007) that image
has no significant direct effect on attitudinal loyalty (measured by behavioural
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intention/conative loyalty). Even though brand image had no significant direct effect, its
indirect effect through customer satisfaction (supporting Hypothesis 15) is substantial, 0.51.
This finding suggests that hotel brand image strengthens customer satisfaction (via service
quality and perceived value) before finally affecting attitudinal loyalty. The mediation of
customer satisfaction on the relationship between brand image and attitudinal loyalty is
consistent with the studies conducted by Back (2005) and Chitty et al. (2007) on the hotel
industry.
Service quality was the weakest determinant affecting attitudinal loyalty with a total
effect of 0.45. Although the linkage between service quality and brand loyalty has been
widely reported as positive (Brady et al., 2001; Cronin et al., 2000; Harris & Goode, 2004;
Lai et al., 2009), in this research, service quality had a negative direct effect on attitudinal
loyalty (β = - 0.23). This negative finding is consistent with studies conducted by Ruyter et al.
(1997) and Zeithaml et al. (1996) in various industry contexts that perceived service quality
has a negative effect on attitudinal loyalty (measured by conative loyalty or behavioural
intention). In a situation where the service is below the customer‘s expectation (below zone of
tolerance), Zeithaml et al. (1996) report that service quality negatively affects customer
loyalty. Thus, the negative direct effect of service quality on attitudinal loyalty revealed in
this research is most likely due to the hotel guests‘ perceptions that the services they received
do not meet their expectation. The mean of the attitudinal loyalty variable is only at the
average level indicating that guests expect the hotel to perform better than other hotels.
The relationship between service quality and attitudinal loyalty was partially mediated
by customer satisfaction (partially supporting Hypothesis 6). The indirect effect of service
quality on attitudinal loyalty through perceived value and customer satisfaction was
substantial, 0.69. Thus, although its direct effect is negative, the total effect of service quality
(directly and indirectly) on attitudinal loyalty was positive, 0.45. This finding implies that
besides influencing attitudinal loyalty directly, service quality strengthens customer
satisfaction before affecting attitudinal loyalty.
With total effect of 0.45, service quality was the weakest determinant of attitudinal
loyalty. This finding suggests that hotel guests‘ attitudinal loyalty tends to be more driven by
perceived value, brand image, and customer satisfaction than by service quality. This finding
contradicts the findings of Lai et al. (2009), Brady et al. (2005), and Cronin et al. (2000) who
report that service quality is the most important determinant of brand loyalty (measured by
conative loyalty or behavioural intention). A possible reason for this finding is that hotel
guests perceived the service delivered between hotels in the same segment to be relatively
similar (Bowen & Shoemaker, 2003; Shoemaker & Lewis, 1999). Consequently, in
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developing their attitude towards a hotel relative to other hotels (attitudinal loyalty), hotel
guests are more likely to consider the level of satisfaction, value, and hotel brand image rather
than service quality.

Customer Satisfaction
Service quality, brand image, and perceived value were important determinants of
customer satisfaction as they explained 75% of customer satisfaction variance. This result is
consistent with Clemes et al.‘s (2009) study on the Taiwan hotel industry where service
quality, perceived value, and brand image explained 61% of the variance in customer
satisfaction. Among the customer satisfaction determinants, service quality and perceived
value have direct effect on customer satisfaction (supporting Hypothesis 4 and 7). This result
illustrates that service quality and perceived value are factors that determine whether hotel
guests are satisfied with the service encounter. The effect of service quality (directly and
indirectly through perceived value) on customer satisfaction was the highest among the other
determinants in the model (0.68), while the effect of perceived value on customer satisfaction
was the lowest (0.55). The effect of service quality and perceived value on customer
satisfaction was expected as the relationship is widely conceptualised (Rust et al., 1996;
Zeithaml et al., 2009) and empirically supported (Brady et al., 2005; Chitty et al., 2007;
Clemes et al., 2009; Cronin et al., 2000; Lai et al., 2009). Among these customer satisfaction
determinants, brand image was the only variable that has no significant direct effect (no
support for Hypothesis 13). Although no direct effect on customer satisfaction, the indirect
effect of brand image (through service quality and perceived value) on customer satisfaction
was substantial (0.67). The important role of brand image concurs with Zeithaml and Bitner‘s
(1996) contention that image can impact on a customer‘s perception of service quality,
perceived value, and customer satisfaction.
This finding suggests that in the hotel industry, guests‘ satisfaction will be determined
by how guests perceive service quality and value during their stay in the hotel. Furthermore,
guest perceptions of the quality and value of the hotel is influenced by their perceptions of
how unique, comfortable and luxurious the hotel is, equating to brand image. If guests
perceive that the hotel where they stay is unique, comfortable, and luxurious (a favourable
brand image), they tend to perceive that the hotel has a high quality and value resulting in a
high level of satisfaction. In contrast, an unfavourable brand image will lower the perceptions
of the quality and value of the hotel, causing a low level of satisfaction. In short, the indirect
effect of brand image on customer satisfaction suggests that the guests‘ perceptions of hotel
brand image could increase or decrease their perception of service quality and value. This
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finding reflects Gronroos‘s (2000) contention that image plays a role as a filter for services. It
is probable that guests of hotels with favourable brand images tend to overlook a minor
problem in service delivery. In contrast, guests from hotels with unfavourable images feel
more dissatisfied and angrier with bad service.

Perceived Value
The results show that 77% of the perceived value variance was associated with brand
image and service quality, suggesting that both variables are major determinants of perceived
value. Further, brand image and service quality directly influenced perceived value
(supporting Hypothesis 3 and 12), with an explanation power of β = 0.35 and β = 0.60
respectively. Although the direct effect of brand image was relatively low, its total effect
(directly and indirectly through service quality) on perceived value was noticeably high
(0.77). The significant effect of service quality and brand image on perceived value is
consistent with the finding of Lai et al. (2009), Chitty et al. (2007), and Zins (2001).
The literature clearly suggests that perceived value is a trade off between benefit and
sacrifice (Kotler et al., 2010; Sweeney & Soutar, 2001; Zeithaml, 1988). The empirical results
presented in this study indicate that perceived value is largely defined by the perception of
service quality and brand image. Hotel guests seem to place a greater importance on benefits
in the form of service quality and brand image than they do on the sacrifice associated with
staying in the hotel. One possible explanation of this finding is that hotel guests perceive the
sacrifice associated with staying in a particular hotel is not significantly different from other
hotels in a similar class. In addition, hotel guests may not encounter procedural, financial, or
relational switching costs if they remain loyal to a particular hotel (Skogland & Siguaw,
2004). Thus, in determining the value of a hotel, hotel guests will consider the costs less and
consider the benefits more in terms of service quality and brand image.

Service Quality
The coefficient path between brand image and service quality was 0.70 explaining
48% of the service quality variance. This finding suggests that brand image is an important
determinant of service quality (supporting Hypothesis 11). The positive and significant effect
of brand image on service quality is consistent with previous studies in various industry
contexts. For example, Brodie et al. (2009) reported an effect of 0.35 in the airline industry,
Cretu and Brodie (2007) reported an effect of 0.10 in a business market setting, Clemes et al.
(2007) reported an effect of 0.17 in an education context, and Bloemer et al. (1998) reported
the effect of 0.59 in the banking industry. The different effects of brand image on service
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quality in these studies may reflect the differences across the industry settings. The positive
effect of brand image on service quality supports the view that image is a salient intrinsic cue
used to determine the quality of goods or services (Dawar & Parker, 1994; Teas & Agarwal,
2000). In addition, the brand image effect on service quality is consistent with Signalling
Theory that suggests a brand conveys information to customers on the quality of the product
or service and the credibility of the providers (Cretu & Brodie, 2007).

The Relationship between Customer Satisfaction and Behavioural Loyalty
The relationship between customer satisfaction and behavioural loyalty was mediated
by attitudinal loyalty. This finding suggests that satisfied guests will not automatically
become loyal guests in a behavioural sense (i.e. re-stay in the future) unless they perceived
that the hotel performs better on key attributes than other hotels. Similarly, dissatisfied guests
will not automatically switch to another hotel unless they perceive that another hotel is able to
perform better than the hotel where they stay. This finding indicates that satisfied consumers
defect to other providers because they perceive that the other provider may provide a better
service. This result is congruent with Oliva et al.‘s (1992) contention that satisfaction may not
directly lead to loyalty until a certain threshold is attained. In this study, the threshold is the
attitude toward the provider compared to its competitors (attitudinal loyalty). Although there
is no guarantee that satisfied customers will re-purchase, the sequence of customer
satisfaction, attitudinal loyalty, and behavioural loyalty indicates that creating behavioural
loyalty is a difficult task without satisfying the guests. Thus, this study reinforces Oliver‘s
(1997) contention that satisfaction is a necessary, but not a sufficient condition for loyalty.
The mediation effect of attitudinal loyalty on the relationship between customer satisfaction
and behavioural loyalty is consistent with Back and Park (2003) study on middle class hotel
in the United States. In addition, the high impact of customer satisfaction on brand loyalty
(both attitudinal loyalty and behavioural loyalty) provides support for Soutar‘s (2001)
assertion that customer satisfaction has a central role for long-term success for hospitality
firms.
In conclusion, this research has examined the complex relationships between service
quality, customer satisfaction, perceived value, brand image, and brand loyalty. The results
clearly indicate the effect of service quality, customer satisfaction, perceived value, and brand
image on brand loyalty is comprehensive and complex. Specifically, this research provides
evidence that perceived value and brand image indirectly influence attitudinal loyalty, rather
than directly, as suggested by literature. Further, the results of this study are clear that the role
of quality is far more complex than previously reported. Not only does service quality
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strengthen perceived value and customer satisfaction, but the constructs also directly
influence attitudinal loyalty. Further, brand image encourages guest‘ patronage indirectly by
strengthening perceived service quality, value, and increasing the level of satisfaction. This
complex relationship suggests that the effect of service quality, brand image, and perceived
value on attitudinal loyalty (and subsequently on behavioural loyalty) is further integrated
through customer satisfaction. Thus, this research emphasizes that brand loyalty is a not a
static outcome but is the result of a dynamic service process.

6.4 The Differences between International and Domestic Hotels
The third objective of this research was to examine the perceptual differences between
international and domestic hotels on service quality, customer satisfaction, perceived value,
brand image, and brand loyalty. To achieve this objective, Hypothesis 16 (service quality),
Hypothesis 17 (customer satisfaction), Hypothesis 18 (perceived value), Hypothesis 19 (brand
image), and Hypothesis 20 (brand loyalty) were formulated and tested. The results show that
the means of all of the variables of the four-star international hotel guests‘ perceptions are
significantly higher than those of the four-star domestic hotel guests. The following
discussion details the findings.

Brand Loyalty
The most valuable finding on the perceptual differences between the international and
domestic brands is that international hotel guests are more loyal, both in terms of attitudinal
and behavioural loyalty, than domestic hotel guests. This finding contradicts the
conceptualisation of cultural tendency where in high uncertainty avoidance and collective
cultures, like in Indonesia, people are usually more nationalistic and favour domestic products
and providers (Hofstede & Hofstede, 2005; Mooij, 2004; Straughan & Albers-Miller, 2001;
Usunier & Lee, 2009). Furthermore, as most of the respondents were Indonesian, this finding
also does not support the existence of ethnocentrism within the hotel guests. According to this
finding, staying in an international hotel is not considered as unpatriotic or non-nationalistic
by Indonesians.
Oliver (1997) maintained that consumers are not intrinsically loyal; they are loyal
because of price, quality, and satisfaction. This finding coincides with Oliver‘s contention as
international hotel guests perceived a higher level of service quality, satisfaction, and value
compared to domestic hotel guests. This finding is consistent with previous empirical studies
on tangible products (Batra et al., 2000; Liaogang et al., 2007; Steenkamp et al., 2003; Wang
& Heitmeyer, 2006) that, in developing countries, consumers generally prefer foreign brands
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from developed countries to those of domestic brands. Additionally, this finding agrees with
Liaogang et al. (2007) study in the Chinese mobile communication market that consumers are
more loyal towards international brands compared to domestic brands.

Perceived Value
A further notable finding from this research perceptual is that international hotel
guests‘ perceived value as significantly higher compared to these perceptions of domestic
hotel guests. This finding agrees with Agbonifoh and Elimimian (1999) and Min-Young et al.
(2008) who reported that in developing countries international brands, although higher priced,
are perceived as offering higher value when compared to the brands from less developed
countries. Perceived value is a comparison between benefit and sacrifice. As international
hotels charge higher rates (sacrifice) compared to domestic hotels, this finding implies that
international hotels are perceived to provide even higher benefits as well.
There are two benefits that a brand can offer: functional to satisfy practical needs and
symbolic to satisfy self expression and prestige needs (Bhat & Reddy, 1998). The perceived
value finding suggests that international hotels not only provide better accommodation
services but also provide higher prestige. This symbolic need is important as the respondents
were from the middle and upper social class as indicated from their educational level (most of
the respondents have a higher education level) and occupation (most are professional,
businesspeople, and civil servants). For these middle and upper social class customers,
prestige as a reflection of status is an important factor to enhance their social identity (seeMooij, 2004).
The perceived value result is consistent with Kinra (2006) and Lee et al.‘s (2008)
studies of tangible product indicating that in developing countries brands from developed
countries can enhance emotional reward related to status and esteem. In a similar vein,
Ahmed et al. (2004) concluded that brands from developed countries were perceived as higher
prestige compared to the brands from less developed countries. Batra et al. (2000) reported
that in developing countries, where interpersonal relationships are of prime importance, the
status display is considered more important than in developed countries. Given this greater
salience of status marker in developing countries, products imported from developed
countries are usually perceived as better quality, more expensive, and more scarce than local
products (Batra et al., 2000). Thus, staying in an international hotel might increase a guest‘s
status and prestige of modernity compared to staying in a domestic hotel.
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Brand Image
Another important finding of this study is that this study confirms that guests from
international hotels perceive a higher level of brand image than guests from domestic hotels.
This finding on brand image supports Koubaa‘s (2008) study that products from developed
countries are perceived as having a higher brand image compared to branded products from
developing countries. In addition, this finding also agrees with Lee et al.‘s (2008) view that
brands from more developed countries have a better image, reputation, and are more
prestigious compared to those of domestic brands. There are two plausible reasons for this
finding. Firstly, a product or service brand is associated with the country of brand origin
(Keller, 2008; Koubaa, 2008). Brand origin from a developed/developing country will be
associated with the developed/developing country where the brand originated. Therefore, this
finding suggests that international hotels are perceived as a having higher brand image if they
are associated with the United States and Hong Kong, China (country brand-of-origin of
international hotels), which are more developed countries than Indonesia. Secondly, brand
image is fundamentally developed based on the customer‘s actual experience with goods or
services and associated marketing communication (Dobni & Zinkhan, 1990; Gronroos, 2000;
Lee et al., 2008). In addition to having higher service quality and perceived value,
international hotels are more effective in conducting marketing communication. International
hotels are chain hotels and are financially stronger than domestic hotels. This enables
international hotels to deliver superior marketing communication at a global level, resulting in
a stronger brand image.

Service Quality and Customer Satisfaction
Lastly, this research confirms that guests from international hotels perceive a higher
level of service quality and customer satisfaction than guests from domestic hotels. This
finding implies that four-star hotels from developed countries (international hotels) are able to
deliver a better service resulting in a higher level of satisfaction compared to hotels from
developing countries (domestic hotels). A reason of these findings is that the international
hotels apply international standards and use better management expertise and technology
compared to domestic hotels (Gao et al., 2006; Pine & Qi, 2004; Pine & Phillips, 2005). As a
result of an integrated management approach, it is possible that international hotels can
provide a higher level of service, standardised brand, and generate cost reductions.
Consequently, international brands can provide a signal of high quality (Ger, 1999) and create
perceptions of brand superiority (Schuiling & Kapferer, 2004; Steenkamp et al., 2003).
The findings on service quality and customer satisfaction support Pine and Philips‘s
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(2005) view that hotels from developed countries outperform domestic hotels in terms of sales
and occupancy rates. In the service sector, these performances are the result of delivering
better service quality resulting in higher customer satisfaction levels (Bernhardt et al., 2000;
Yoo & Park, 2007; Zeithaml et al., 1996). Additionally, these findings are also consistent with
Shanahan and Hyman‘s (2007) conclusion that guests are more satisfied with a hotel brand
from a developed country than a hotel brand from developing country offering equivalent
services. Furthermore, these results agree with a number of empirical studies on tangible
products that note in developing countries brands from developed countries are perceived as
better quality and cause a higher level of customer satisfaction (Ghose & Lowengart, 2001;
Kinra, 2006; Lee et al., 2008; Liaogang et al., 2007; Phau & Leng, 2008; Thakor & Lavack,
2003).
In conclusion, this research has demonstrated the effect of country brand of origin on
brand loyalty and customer‘ service evaluation in a hotel industry context. Overall, an
international hotel brand is perceived as better compared to a domestic hotel brand. The
differences of guest‘s perceptions on brand loyalty and its determinant suggest that, besides
satisfying their need of quality accommodation, staying in four-star hotel seems to satisfy
their esteem needs. The findings of this research imply that customers‘ loyalty behaviour in
four-star hotels tends to be driven by economical and rational consideration, rather than by
culture, ethnocentrism, or a nationalism factor.

6.5 Theoretical Contributions
The most significant theoretical contribution of this research is extending the
composite brand loyalty model. The current research determined that the brand loyalty model
consists of a single dimension attitudinal loyalty (with cognitive loyalty, affective loyalty, and
conative loyalty indicators) and a single dimension behavioural loyalty. The composite brand
loyalty theory is not new to marketing or psychology researchers however this finding
proposes that the two dimensions synthesize the multi-dimensional structure of loyalty
proposed by Oliver (1997, 1999). Particularly, the attitudinal loyalty dimension merges the
first three phases of the multi-dimensional structure of loyalty: cognitive loyalty, affective
loyalty, and conative loyalty. These three components comprise the single construct of
attitude at a higher level of abstraction which is consistent with Tripartite Theory (Ajzen,
2005; Breckler, 1984; Rosenberg & Hovland, 1960). The brand loyalty model identified was
examined through a robust methodological procedure for testing theoretical model (SEM) and
validated across three-star and four-star hotels. Thus, the model identified is plausible and not
only reinforces but also extends the traditional conceptualisation of composite brand loyalty.
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The implication of this finding is that, to identify truly brand loyal customers in the highly
competitive hotel industry, the brand loyalty model should include the measurement of both
behavioural dimension and attitudinal dimension with cognitive loyalty, affective loyalty, and
conative loyalty indicators.
The next theoretical contribution of current research is in offering a new
conceptualisation of attitudinal loyalty in a competitive service environment context. Previous
researchers such as Back (2005), Bandyopadhyay and Martell (2007), Lee et al. (2007), Jones
and Taylor (2007), and Pritchard et al. (1999) tend to conceptualise attitudinal loyalty as an
attitude towards both the brand and the brand relative to competitor brands. In contrast to the
previous studies, this study suggests that attitudinal loyalty is an attitude (a function of
cognitive, affective, and conative) solely towards the brand relative to the competitor brands.
Thus, this study offers a new understanding that in a highly competitive hotel industry
(especially in three and four-star hotels), customers develop their attitudinal loyalty toward a
hotel brand based on their attitude toward the hotel in comparison with other hotel brands.
The consequence of this finding is that the measurement of attitudinal loyalty in competitive
service industries (such as the hotel industry) should focus on relative attitude. In addition, the
indicators of the attitudinal loyalty measurement identified in this research were deemed to be
theoretically and psychometrically sound, and thus they can be used in future attitudinal
loyalty research.
Another theoretical contribution relates to the role of attitudinal loyalty in mediating
the service evaluation process on behavioural loyalty. The relationship marketing theory
conceptualizes that in creating loyal customers a business firm needs to consistently deliver
quality, value, and satisfaction to create a mutually beneficial long-term relationship between
the provider and the customers (Lovelock et al., 2001). The high perceived service quality,
value, and satisfaction will make it difficult for competitors to attract customers by merely
offering a lower price or other switching encouragements. Although these three service
evaluation components are important predictors of loyalty, this study suggests that their effect
on behavioural loyalty is mediated by attitudinal loyalty. In other words, the influence of
service quality, perceived value, and customer satisfaction on customer purchase behaviour
depends on how customers‘ perceived the service in comparison with other competitor‘s
service. The implication of this finding is that modeling the relationship between the service
evaluation processes on customer purchase behaviour should include attitudinal loyalty as a
mediating factor.
Next, this research makes significant theoretical contribution by providing empirical
support for quality, value, and satisfaction as key building blocks of brand loyalty (Bolton &
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Drew, 1991; Lovelock & Wirtz, 2007; Zeithaml, 1988). A critical focus of service research to
date is to identify and examine factors that drive consumers‘ service purchases (Brady et al.,
2005; Han et al., 2008; Lai et al., 2009). Practitioners and researchers are particularly
interested in uncovering the factors instrumental to understanding service evaluation. While
these three service evaluation elements are widely accepted and proven prerequisites to gain
customer loyalty, there have been relatively few studies examining the role of image as the
prerequisite of brand loyalty in a service context. Further, this research contributes by
extending the understanding of brand image‘s role regarding service quality, perceived value,
customer satisfaction, and brand loyalty. The plausible model tested in this research indicates
that brand image has a function of strengthening the building blocks of loyalty. Brand image
plays an important role in reinforcing perceived service quality, creating value, and indirectly
influencing customer satisfaction and brand loyalty. These findings suggest that researchers
should include brand image along with service quality, perceived value, and customer
satisfaction as determinant factors in testing brand loyalty, particularly in the hotel industry.
The last theoretical contribution of current research relates to the effect of brand of
origin in a services context. Country brand of origin along with country of origin and country
of manufacture, theoretically, have been considered as extrinsic cues of a product. There has
been a large amount of evidence supporting country brand of origin effect on consumer
evaluation, attitude, and belief towards tangible products (Ghose & Lowengart, 2001; Kinra,
2006; Knight & Calantone, 2000; Koubaa, 2008; Ulgado & Lee, 1998). The current research
extends an understanding, that in a service context (that is the hotel industry) the developed
country brands are perceived to be better compared to that of developing country brands as in
the case of tangible products. This study makes a significant contribution to understanding
competitive positioning of international and domestic brands in a hotel industry context. This
contribution is significant as little attention is given to the role of country brand of origin in
influencing consumer purchasing behaviour in a services context.

6.6 Managerial Implications
From a managerial perspective, there are several important implications which can be
derived from the findings of this research. Hotel managers need to focus on attitudinal loyalty
to develop behavioural loyalty. To develop attitudinal loyalty, hotel managers should focus on
all attitudinal loyalty components simultaneously by stressing that the hotel is better than
competitor. In order to satisfy hotel guests and create loyalty, hotel managers should provide a
high level of service quality and a favourable brand image. Delivering a high quality and a
favourable brand image is also important as competitive positioning strategies for both four133

star international and domestic hotels. The following discussions detail each of these
managerial implications.
The large proportion of the behavioural loyalty variance explained by attitudinal
loyalty suggests that a customer‘s positive attitude does lead to repeat customer purchase.
This provides immediate insight for three-star and four-star hotel managers; attitudinal loyalty
is an important step in the development of behavioural loyalty. The importance of attitudinal
loyalty revealed in this research indicates that hotel guests develop their attitude toward a
hotel in comparison with competitor hotels rather than solely on the hotel‘s service
performance. This suggests that the development of true brand loyalty goes beyond providing
excellent service quality, high perceived value, and customer satisfaction. While they are
important, the results of this study suggest that hotel managers should offer a service that is
better than those of other hotels. In order to maintain relative performance, hotel managers
need to regularly evaluate their service performance and compare it with the services of other
hotels in the same class. To accomplish this, service evaluation (customer feedback) needs to
include the questions about the hotel service relative to the services of other hotels in a similar
class. This service evaluation will help hotel managers to focus their efforts on improving
service elements in order for the hotel to deliver a better service compared to its competitors
and, ultimately, help create loyal customers.
This research shows that attitudinal loyalty is a single dimension consisting of items
reflecting cognitive loyalty (belief that a hotel is favourable to others), affective loyalty
(liking the hotel more than the others), and conative loyalty (intention to re-stay in the hotel
than the others). This finding implies that hotel guests see attitudinal loyalty as the sum of
cognitive loyalty, affective loyalty, and conative loyalty rather than sequence of these
components as suggested by Oliver (1997, 1999). Thus, three-star and four-star hotel
managers are not bound to follow the implication of the sequence phases of attitudinal loyalty
and can assume that each component can separately offer a useful way to improve attitudinal
loyalty. Although each of these attitudinal loyalty components has an effect on guest‘s
attitude toward hotel, their effect will be stronger when all are used simultaneously. Focusing
on cognitive message through marketing communication such as advertising, for instance,
might increase customer awareness on the hotel; however, such strategy will be less effective
in developing customer loyalty in attitudinal sense. The development of attitudinal loyalty
will be effective if the message in marketing communications focuses on cognitive loyalty,
affective loyalty, and conative loyalty components simultaneously.
Within the hospitality industry, there is intense interest in identifying factors that
determine guest loyalty to a hotel because it is believed that loyal customers lead to greater
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profitability (Mason et al., 2006). The model of brand loyalty and its four antecedents –
service quality, customer satisfaction, perceived value, and brand image – should be useful for
hotel managers to develop relationship marketing. This result suggests that three-star and
four-star hotel managers should be aware that customer satisfaction mediates the relationships
between service quality, perceived value, and brand image with attitudinal loyalty. Thus,
satisfying hotel guests is an important strategy to develop attitudinal loyalty. Although
improving customer satisfaction is not a new idea, what this research suggests is that
satisfaction is strongly predicted by service quality and perceived value and strengthened by
brand image. In order to satisfy guests and create brand loyalty, this study recommends that
hotel managers should provide a high level of service quality by providing a safe hotel
environment and having staff who are capable of developing guests‘ trust, serving in a timely
manner, performing service right in the first time, and understanding individual customer
needs. The development of these staff capabilities can be accomplished by providing
appropriate training and motivational rewards. Providing a high level of perceived service
quality will increase a hotel‘s brand image. In addition, the development of brand image can
also be carried out through marketing communication. The development of perceived service
quality and brand image will eventually increase perceived value and, finally, customer
satisfaction.
This research provides evidence that four-star international hotels are perceived to be
superior to four-star domestic hotels. As delivering service quality and a favourable image can
create a high perceived value, satisfy customers, and create loyal customers, this finding
suggests that the four-star international hotels should consistently deliver a high quality of
service and keep a favourable international brand image to maintain their higher perceptual
position over four-star domestic hotels. The four-star domestic hotels should improve their
service quality and brand image to negate the inferior perceptions of their brands compared to
four-star international brands. To improve their service quality and brand image, four-star
domestic hotels should adopt state-of-the-art technologies and better management expertise to
deliver increasing standards of services. These strategies are important as four-star domestic
hotel competitors, that are international hotels, are widely acknowledged as having better
management expertise and technology to deliver superior services (Gao et al., 2006; Pine &
Qi, 2004; Pine & Phillips, 2005). Additionally, conducting marketing and promotional
campaigns emphasizing on cultural aspects that four-star international brands may not have is
also important to develop a favourable brand image for four-star domestic hotels.
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6.7 Limitations
One of the strengths of any research is to recognize its limitations. While this research
makes a contribution to the body of hospitality marketing literature, this research has several
limitations that need to be addressed. This section discusses the limitations of this research.
The first limitation relates to sampling. This study obtained a relatively large
respondent sample (n = 444). However, the sample was collected at one time (cross sectional)
from three-star domestic hotels (five hotels), four-star international hotels (two hotels), and
four-star domestic hotels (four hotels) located in Bandung, Indonesia. In addition, the sample
selection used in this study is non probability sampling (convenience sampling). Thus, the
sample used in this study does not represent the population of the Indonesian three-star and
four-star hotels. Although convenience sampling design is a suitable method for research
testing theory (Leary, 2004; Reynolds et al., 2003) as in the case of this research, caution must
be used when generalising the results of research from a convenience sample.
The second limitation is associated with the self-completion questionnaire used in the
data collection process. Although self-completion questionnaire are widely used for collecting
data in hospitality studies, there are a number of problems related to this method. The lack of
researcher control in a self-completion data collection process may cause question
misinterpretation by respondents which can potentially create validity problems. In addition,
as valid respondents may choose not to participate in the survey, data sample will not be fully
representative of the population. The self-completion method may also have limitations as
respondents sometimes give expected answers or pattern responses to questions.
The third limitation relates to the variables contained within the research model:
service quality, perceived value, customer satisfaction, brand image, and brand loyalty.
Although the research model encompasses the variables that are central to the research, there
are a number of possible variables that could affect the relationship between brand image and
brand loyalty. The research model, for instance, does not include trust, service fairness,
switching costs, and perceived risk which are also considered as the determinants of brand
loyalty. In addition, the literature also indicates that social norms, situational influences, and
demographic factors (for example gender, age, and income) contribute to the strength of the
relationship between attitude and behaviour. These variables are not included in the research
model.
The forth limitation relates to the measurement of behavioural loyalty. This study
measures behavioural loyalty based on the respondents‘ recall of their purchase history. The
respondents may respond inaccurately, or just guess the frequency of their visits to the hotel.
Hence, the behavioural data collected may not be an accurate measurement of a guest‘s past
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behaviour as compared to obtaining actual data from a database.
The last limitation is associated with the analysis of the differences between
international and domestic hotels which only focused on the ‗mean differences‘.
Theoretically, the variables in the research model relate to each other. Thus, an analysis of the
differences between international and domestic hotels can be conducted at a modeling level.
This analysis could not be conducted as the sample from the four-star international and
domestic hotels was too small to test the research model separately based on international and
domestic samples.

6.8 Direction for Further Research
This research represents an important step in understanding brand loyalty and its drivers
in the hotel industry in a developing country. However, several additional research areas of
interest have surfaced that reflect the limitations recognized in Section 6.7.
The limitations recognized in relation to the data collection provide opportunities for
future research. Scholars have noted a need to validate models created in one setting with
examination in another settings (DeWulf et al., 2001). Further research is necessary in order
to determine whether the theoretical relationships identified in this study can be generalized to
the guests of three-star and four-star hotels in other regions, other type of hotels, and
ultimately in different service industries. This research could be replicated in other developing
countries to find out the structure of brand loyalty and the factors make customers loyal in
different geographic areas. Conducting such studies could enhance the representativeness of
the results in developing countries. In addition, three-star and four-star hotel sectors are only
two of the recognized hotel types. The replication of this research within the economy class
hotels (such as one-star and two-star hotels) and in luxury class hotels (such as five-star
hotels) would be valuable to provide an understanding of the research issues a in wider hotel
industry context. Finally, as the research model developed in this study was based, primarily,
on hospitality and services marketing literature, the replication of this study to other services
industries could also be fruitful in enriching an understanding of brand loyalty models and
knowing how customers develop loyalty across service industries.
The variance explained for customer satisfaction, attitudinal loyalty, and behavioural
loyalty indicates that other variables not included in this research influence these three
variables. Future studies could add other determinant variables of customer satisfaction,
attitudinal loyalty, and behavioural loyalty such as trust, service fairness, and perceived risk
into a model. The inclusion of these variables could potentially provide a more
comprehensive explanation of the factors that create brand loyalty. Moreover, adding these
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variables into the model could improve the prediction of brand loyalty.
This study is focused on the direct and indirect effect between the variables included
in the research model. Besides direct and indirect relationships, theoretically, some of the
variables in the research model moderate the relationship between other variables. For
example, perceived value has been reported as moderating the relationship between service
quality and loyalty (Bell et al., 2005; Clemes et al., 2009). Furthermore, social norms,
situational influence, and demographic factors could potentially moderate the relationship
between attitude and behaviour (Dick & Basu, 1994; Evanschitzky & Wunderlich, 2006;
Fishbein & Ajzen, 2010). Thus, further research could test the moderating effect of these
variables in a research model. Testing the direct, mediating, and moderating effects of these
variables simultaneously could potentially provide a better understanding of the relationship
among the variables.
The literature to date has provided little conceptual and empirical evidence on country
of brand origin in a services context. The result of this study provides a basis for the future
research on this issue. The result of data analysis on the brand of origin effects indicates that
hotel guests perceived domestic and international brands differently. However, due to the
limitation created by sample size, a comparison based on the brand loyalty model between
domestic hotel brands and international hotel brands was not be conducted. Future studies
could compare not only the differences of guests‘ perceptions but also compare the brand
loyalty model between international and domestic hotel brands. Conducting such a study will
enhance an understanding on the effect of country brand of origin on consumer behaviour in
the services context which is under researched.
Lastly, the data used in this research was collected at a single point of time (cross
sectional data) using a questionnaire. Although this research used SEM that can overcome
most of the disadvantages of survey-based designs (Bagozzi & Yi, 1989), the result of using
this method is generally less robust in studies investigating linkages between attitude and
behaviour. Future research may benefit from the use of experimental designs that can model
causality of related constructs with respect to temporal sequencing of event, that is, a
longitudinal study. To conduct such a study, researchers could cooperate both with
respondents and the hotels, thus attitude and behaviour could be measured accurately over
time.
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APPENDICES
Appendix 1 - Summary of Related Studies in the Hotel Industry
Summary of Recent Study Linking Service Quality, Customer Satisfaction, Perceived value,
Brand Image to Brand Loyalty in the Hotel Industry
Source

Oh (1997)

Variable
-Service Quality
-Customer Satisfaction
-Perceived Value
-Behavioural Intention

Kandampully -Customer Satisfaction
& Suhartanto -Brand Image
(2002)
-Customer Loyalty
-Attitudinal Loyalty
-Behavioural Loyalty
Baloglu
-Brand Image
(2002)
-Switching Cost
- Relative experience
Back, Parks
(2003)

-Customer Satisfaction
-Brand Loyalty

Juwaheer
(2004)

-Service Quality
-Customer Satisfaction
-Behavioural Intention

Skogland &
Siguaw
(2004)

-Customer Satisfaction
-Involvement
-Attitudinal Loyalty
-Repeat Purchase

Parks (2005)

-Image Congruence
-Customer Satisfaction
-Attitudinal Loyalty

Findings
-The model of service quality, perceived value, and
customer satisfaction is robust model in explaining
behavioural intention.
-A direct effect of perceived value and customer
satisfaction and indirect effect of service quality on
behavioural intention.
-Highlighting the important of customer satisfaction and
image to improve customer loyalty in chain hotel.
-Developing loyalty typology in hotel context: truly loyal,
spurious loyal, and low loyal customers.
-Loyalty antecedents (switching cost, image, and relative
experience) significantly differentiate the customer type.
-Customer satisfaction has direct effect and indirect effect
on behavioral loyalty through attitudinal loyalty
(cognitive, affective, and conative).
-Overall service quality is mostly influenced by reliability
dimension.
-Quality dimensions only significantly affect intention to
recommend but not significant towards satisfaction and
intention to return.
-Weak connection between customer satisfaction,
attitudinal loyalty, and repeat purchase.
-Involvement significant influence on attitudinal loyalty
and repeat purchase.
-A weak effect of social image on customer satisfaction.
-Strong effect of satisfaction on attitudinal loyalty
dimensions.
-The sequence effect of attitudinal loyalty dimension is
very strong.

-Service Quality
-Price
Chitty, Ward,
-Perceived Value
Chua
-Brand Image
(2007)
-Customer Satisfaction
-Customer Loyalty

-Only image and satisfaction has direct effect on loyalty.
-Other variables indirectly influence loyalty through
perceived value and satisfaction.
-Provide evidence on the limitation of ESCI model in the
hotel industry context.

-Service Quality
Kayaman and
-Brand Image
Arasli
-Brand awareness
(2007)
-Brand Loyalty

-Support the three dimensional model of consumer based
brand equity in the hotel industry consisting perceived
quality, brand loyalty, and brand image.
-Brand loyalty is found has positive effect on image
rather than in opposite way.
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-Service Quality
Kandampully
-Customer Satisfaction
and Hu
-Corporate Image
(2007)
-Service Loyalty
Faullant,
Matzler,
Fuller
(2008)

-Customer Satisfaction
-Destination Image
-Customer Loyalty

-Service Quality
-Service Fairness
Han,
-Commercial Friendship
Kwortnik,
-Trust
and Wang
-Customer Satisfaction
(2008)
-Commitment
-Service Loyalty
-Service Quality
-Customer Satisfaction
Ekinci (2008) -Attitude
-Self Congruence
-Customer Loyalty
-Service Quality
Kim, Jin-sun,
-Brand Awareness
Kim
-Perceived Value
(2008)
-Brand Loyalty
-Service Quality
-Customer Satisfaction
Clemes, et al.
-Perceived Value
(2009)
-Brand Image
-Behavioural Intention
-Service Quality
Ladhari
-Emotional Satisfaction
(2009)
-Behavioral Intention

-Provide evidence on the role of corporate image as a
central model in developing service loyalty.
-Customer satisfaction and service quality have direct and
indirect effect on customer loyalty through image.
-Provide evidence the relationships between satisfaction,
image, and customer loyalty.
-Customer Satisfaction influence loyalty more than
image.
-Among first time visitors, satisfaction is more important
than image.
-The repeat visitors satisfaction tends to declines.
-Provide evidence of the multi-dimensional view of
Oliver's loyalty conceptualisation.
-Combine three distinct paths of satisfaction, value,
quality, relationship quality, and relationships benefits.
-Customer satisfaction mediates the effect of service
quality and self congruence toward loyalty/behavioural
intention.
- Significant relationship between service quality and
customer satisfaction.
-Highlights the importance of perceived value in
customers‘ mind.
-Brand loyalty, perceived quality, and brand
awareness/association have significant effect on
perceived value.
-Perceived quality effect on loyalty almost twice
stronger than others variables.
-Provide evidence the importance of service quality,
customer satisfaction, perceived value, and brand image
as the determinant of behavioral intention.
-Confirm the effect of service quality (direct and
indirectly) on behavioral intention.
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Appendix 2 - Questionnaire
ENGLISH VERSION
Questionnaire Letter
Lincoln, 10 April 2009
Invitation for participating in research

Dear Hotel Guests,
I am a PhD candidate in the Faculty of Commerce at Lincoln University, New Zealand. The
questionnaire attached is part of my dissertation research project, designed to study brand
loyalty in the hotel industry. The findings of this study will contribute to the service
marketing literature and assist hotel management in their marketing activities.
I invite you to respond the questionnaire enclosed. Your participation is voluntary. If you
choose to complete the survey, it will be understood that you have consented to participate in
the research project and to publication of the results of the research project. The questionnaire
is anonymous. The results of this study will be published as part of my PhD thesis and also
will be made available to the hotel industry. However, those publications and results for the
hotels will not lead to respondent identification. In order to be eligible to answer the
questions, you must be 17 years or older so that you full understand the information about the
research and the questions.
Completing the questionnaire should not require more than 10 minutes of your time. Please
hand it back to the Survey Staff when you have completed it. If you have any questions or
concerns, please do not hesitate to contact me at +62-22-6644208 or email me at
suhartad@lincoln.ac.nz. Otherwise, you might contact my research supervisors, Dr. David
Dean at deand@lincoln.ac.nz, Dr. Anthony Brien at briena@lincoln.ac.nz, or Mr. Michael
Clemes at clemes@lincoln.ac.nz.
As the information that you provide is very important for the success of this research, I
request you to respond frankly and honestly. Thank you for your time and cooperation; I
greatly appreciate your help in furthering this research endeavour.
Best Regards,

Dwi Suhartanto
PhD Candidate
This research project has been reviewed and approved by the Lincoln University Human Ethics Committee.
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QUESTIONNAIRE
This questionnaire consists of several sections. Please answer all of the questions. There are
no right or wrong answer. Your spontaneous and honest response is important to the
success of this research.
Section I:
The following statements have been designed to obtain your opinion on several aspects of ................ For each
statement, please indicate the extent to which you agree or disagree with the statement by ticking () an
appropriate number on the 7 point scale provided. If you strongly agree with the statement, tick 7; if you
strongly disagree with the statement, tick 1.
No

1
2
3
4
5
6
7
8
9
10

Statement
The ............... staff are courteous.
The ............... staff are trustworthy.
If I need an information, the ............... staff could explain clearly.
The ............... provides an environment that is free from danger.
The ............... staff provide service in a timely manner.
The appearance of ............... is visually appealing.
The facilities of ............... are modern.
The staff ............... perform the service right the first time.
The ............... staff understand my individual needs.
Overall, ............... provides excellent service quality.

No

Statement

1

Compared to what I have given up (in terms of money, effort, and
time), the overall services of ............... satisfied my needs.
I consider the price of services provided by the ............... to be
reasonable.
The service I received from ............... was excellent compared to what I
had to give up (in terms of money, effort, and time).
............... offers good value for money.

2
3
4
No

1
2
3
4
5
6

Statement
............... has a good reputation.
I feel ............... suits my needs.
I feel special when staying at ................
............... is comfortable hotel.
............... is luxurious for its category.
Compare to other hotels, ............... is a unique hotel.

Strongly
Disagree

1
1
1
1
1
1
1
1
1
1

2
2
2
2
2
2
2
2
2
2

Strongly
Agree

3
3
3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4
4
4

5
5
5
5
5
5
5
5
5
5

Strongly
Disagree

6
6
6
6
6
6
6
6
6
6

7
7
7
7
7
7
7
7
7
7

Strongly
Agree

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

Strongly
Disagree

1
1
1
1
1
1

2
2
2
2
2
2

Strongly
Agree

3
3
3
3
3
3

4
4
4
4
4
4

5
5
5
5
5
5

6
6
6
6
6
6
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7
7
7
7
7
7

Section II:
Please respond to every statements below by ticking () on the scale of 1 (strongly disagree) to 7 (strongly
agree) which most suitable to you.
No

1
2
3
4

Statement
I had a pleasurable stay at ................
I did the right thing when I chose to stay at ................
I feel ............... service is better than my expectation.
Overall, I am satisfied with my decision to stay at ................

Strongly
Disagree

1
1
1
1

2
2
2
2

Strongly
Agree

3
3
3
3

4
4
4
4

5
5
5
5

6
6
6
6

7
7
7
7

Section III:
Based on your experience staying in ..............., please respond to every statements bellow on the scale of 1
(strongly disagree) to 7 (strongly agree) which best describe your opinion.
No

1
2
3
4
5
6
7
8
9

Statement
No other hotels perform services better than ................
I consider ............... as my first choice when I need lodging services in
Bandung.
............... provides superior service compared to other hotels.
I am willing to pay more to be a guest at ............... than in other hotels in
its category.
............... has more benefits than the other hotels in its category.
I like ............... more than other hotels.
I feel better when I stay at ................
I like staying at ............... very much.
............... is the one that I appreciate most in Bandung.

Strongly
Disagree

Strongly
Agree

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1
1
1
1
1

2
2
2
2
2

3
3
3
3
3

4
4
4
4
4

5
5
5
5
5

6
6
6
6
6

7
7
7
7
7

Section IV:
Please respond to every statements below by ticking () on the scale of 1 (strongly disagree) to 7 (strongly
agree) which best describe your intention.
No

1
2
3
4
5

Statement
Even if other hotels were offering a lower rate, I would stay at ................
I intend to continue staying at ............... in the future.
If ............... were to raise the rate, I would still continue to stay in the
hotel.
I intend to say positive thing about ............... to other people.
In the future, I intend to recommend ............... to others who seek my
advice.

Strongly
Disagree

Strongly
Agree

1
1

2
2

3
3

4
4

5
5

6
6

7
7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

Section V:
Please respond to every statements bellow by ticking () the scale of 1 (strongly disagree) to 7 (strongly
agree) which is the most suitable for you.
No

1
2
3

Statement
When I visit Bandung, I always stay in ................
Compared other hotels in Bandung, I have stayed more often at the
............... than the others.
Compared with other hotel in Bandung, I have spent more money at
................

Strongly
Disagree

Strongly
Agree

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6 7
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Section VI:
The questions below relate to your experience staying in hotel. Please tick () the boxes applicable to you.
1. What is the main
:
purpose of your visit
to Bandung?
2. How long is your
:
current stay at
the ...............?
3. Who chose the
:
............... as your
current stay?
4. How many times have:
you stayed at the
...............?
5. How many times have:
you stayed in another
...............?
6. In general, how many :
times do you stay in
any hotel every year?

 Business

 Pleasure

 Other

 Less than 3
nights

 3 - 5 nights

 6 - 10 nights

 My Self

 My Office/
Organisation

 Other

 Less than 3
Times

 3 - 5 Times

 6 - 10 Times

 More than 10
Times

 Never

 Less than 3
Times

 3 - 5 Times

 6 - 10 Times

 Less than 3
times

 3 - 5 times

 6 - 10
times

 More than 10
times

 36 - 45
 Bachelor
Degree
 Business
Owner

 46 - 55
 Master
Degree
 Government
Officer

 More than 10
nights

 More than
10 Times

Section VII:
Please tick () the boxes applicable to you.
1. Your gender
2. Your age group
3. Your highest
education level

:  Male
:  Under 25
:  High

4. Your occupation

:

5. Your nationality

:

School
 Professional
 Student

 Female
 25 - 35
 Diploma
Degree
 Retired
 Housewife

 Over 55
 PhD
Degree
 Others

 Indonesian, please specify your ethnicity : ...................................................................
 Foreigner, please specify your country : ...................................................................

-: Thank You
:-
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INDONESIAN VERSION
Cover Letter

Lincoln, 10 April 2009
Undangan untuk Berpartisipasi dalam Riset
Yang terhormat,
Tamu .......... Hotel
Di Bandung
Saya kandidat Doktor dari Faculty of Commerce di Lincoln University, New Zealand.
Kuesioner terlampir adalah bagian dari disertasi saya yang bertujuan untuk memahami
kesetiaan pelanggan terhadap merk (Brand Loyalty) di industry perhotelan. Studi ini akan
memberikan kontribusi pada literatur bidang Services Marketing serta membantu manajemen
hotel dalam kegiatan pemasarannya.
Saya mengundang Anda untuk merespon kuesioner terlampir. Partisipasi Anda bersifat
sukarela. Jika Anda memilih untuk menjawab kuesioner tersebut, berarti Anda tidak keberatan
untuk berpartisipasi dalam riset ini maupun publikasi temuannya. Temuan riset ini akan
dipublikasikan sebagai bagian dari disertasi Doktor saya serta akan diinformasikan kepada
manajemen hotel sebagai masukan untuk pengelolaan hotel. Publikasi serta informasi kepada
manajemen hotel tersebut tidak akan menunjukkan indentitas responden, karena kuesioner
bersifat anonim. Agar bisa berpartisipasi dalam riset ini, Anda harus telah berumur 17 tahun
atau lebih sehingga dapat memahami informasi dalam riset ini maupun pertanyaan-pertanyaan
dalam kuesionernya.
Untuk menjawab kuesioner terlampir dibutuhkan waktu kurang lebih 10 menit. Mohon
kuesioner yang telah diisi dapat di kembalikan ke Petugas Survey riset ini. Jika ada
pertanyaan, mohon tidak ragu-ragu untuk menghubungi saya di nomer telpon 022-6644208
atau email saya di: suhartad@lincoln.ac.nz. Alternatif lainnya, Anda dapat menghubungi
pembimbing saya, Dr. David Dean di deand@lincoln.ac.nz, Dr. Anthony Brien di
briena@lincoln.ac.nz, atau Mr. Michael Clemes di clemes@lincoln.ac.nz.
Karena informasi Anda sangat penting bagi keberhasilan riset ini, saya mohon Anda dapat
merespon kuesioner terlampir secara jujur/apa adanya. Terima kasih atas waktu dan
partisipasi Anda; saya sangat menghargai bantuan Anda dalam riset ini.
Hormat Saya,

Dwi Suhartanto

Nb: Program riset ini telah ditelaah dan disetujui oleh The Lincoln University Human Ethics Committee.
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KUESIONER
Kuesioner ini terdiri dari beberapa bagian. Kami mohon Anda dapat meluangkan
waktu untuk menjawab semua pertanyaan. Tidak ada jawaban yang benar atau salah.
Jawaban Anda yang spontan dan tulus akan membantu keberhasilan penelitian ini.
Bagian I:
Pernyataan-pernyataan berikut ini dirancang untuk mendapatkan opini Anda tentang beberapa aspek dari
layanan ................... Hotel. Silahkan mencontreng () angka dengan skala 7 pada setiap pernyatan. Jika sangat
setuju contreng angka 7, jika sangat tidak setuju contreng angka 1.
No

Pernyataan

1
2
3
4
5
6

Karyawan ................... Hotel bersikap sopan.
Fasilitas ................... Hotel terlihat modern.
Karyawan ................... Hotel dapat dipercaya.
Karyawan ................... Hotel memberikan pelayanan dengan tepat waktu.
Penampilan ................... Hotel menarik.
Sejak awal karyawan ................... Hotel memberikan layanan dengan
benar.
Jika saya membutuhkan suatu informasi, karyawan ................... Hotel
dapat menjelaskannya dengan baik.
...................Hotel menyediakan lingkungan yang aman.
Karyawan ................... Hotel memahami kebutuhan pribadi saya.
Secara keseluruhan, ................... Hotel memberikan pelayanan dengan
kualitas yang sangat baik.

7
8
9
10

No

1
2
3
4

No
o

1
2
3
4
5
6

Pernyataan
Dibandingkan dengan apa yang telah saya korbankan (uang, tenaga,
dan waktu), pelayanan ...................Hotel memuaskan kebutuhan saya.
Harga pelayanan yang diberikan oleh ................... Hotel cukup
memadai/wajar.
Saya mendapatkan pelayanan yang baik dari ................... Hotel
dibandingkan dengan apa yang telah saya korbankan.
................... Hotel memberikan nilai kemanfaatan yang bagus (good
value) untuk uang yang dikeluarkan pelanggan.
Pernyataan
................... Hotel memiliki reputasi yang bagus.

Saya merasa istimewa ketika menginap di ................... Hotel.
Dibandingkan hotel lainnya, ................... Hotel adalah hotel yang unik.
................... Hotel adalah hotel yang nyaman.
................... Hotel merupakan hotel yang mewah dikelasnya.
Pelayanan ................... Hotel sesuai untuk kebutuhan saya.
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6
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Bagian II:
Silahkan memberi tanggapan pada setiap pernyataan dibawah ini dengan mencontreng () angka pada skala 1
(sangat tidak setuju) sampai 7 (sangat setuju) yang paling sesuai untuk Anda.
No

Pernyataan

1

Menginap di ................... Hotel merupakan pengalaman yang
menyenangkan bagi saya.
Saya telah melakukan hal yang tepat ketika memutuskan untuk
menginap di ...................Hotel.
Saya merasa pelayanan ...................Hotel melebihi harapan saya.
Secara keseluruhan, saya merasa puas dengan keputusan saya menginap
di ................... Hotel.

2
3
4

Sangat tidak
setuju

Sangat
setuju
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2
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2

3

4

5

6

7

Bagian III:
Berdasar pengalaman Anda menginap di ................... Hotel, berikan tanggapan Anda untuk setiap pernyataan
berikut dengan mencontreng () angka pada skala 1 (sangat tidak setuju) sampai 7 (sangat setuju) yang sesuai
untuk anda.
No

Pernyataan

1

Tidak ada hotel lain yang memberikan pelayanan sebaik ...................
Hotel.
................... Hotel merupakan hotel pilihan utama saya kalau
membutuhkan penginapan di kota Bandung.
Saya bersedia membayar lebih untuk menjadi tamu di ...................Hotel
dibandingkan menjadi tamu di hotel lain yang sejenis.
................... Hotel memberikan pelayanan yang sangat baik dibandingkan
dengan hotel lainnya.
................... Hotel memberikan lebih banyak manfaat dibandingkan
dengan hotel lain yang sejenis.
Saya lebih menyukai ................... Hotel dibandingkan dengan hotel
lainnya.
Saya merasa lebih nyaman kalau menginap di ................... Hotel.
Saya suka menginap di ................... Hotel.
................... Hotel adalah hotel yang paling saya apresiasi/hargai di kota
Bandung.
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6
7
8
9

Sangat tidak
setuju

Sangat
setuju

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5
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Bagian IV:
Silahkan memberi tanggapan pada pernyataan-pernyataan berikut ini dengan mencontreng () angka pada
skala 1 (sangat tidak setuju) sampai 7 (sangat setuju) yang sesuai untuk Anda.
No

Pernyataan

1

Meskipun hotel lain memberikan tarif yang lebih murah, saya akan
tetap menginap di ................... Hotel.
Seandainya ................... Hotel menaikkan tarif, saya akan tetap menginap
di ................... Hotel.
Saya berniat untuk menginap lagi di ...................Hotel.
Saya akan menyampaikan hal-hal yang positif tentang ................... Hotel
kepada orang lain.
Di kemudian hari, saya akan merokomendasikan ................... Hotel
kepada orang yang minta pendapat saya.

2
3
4
5
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Bagian V:
Silahkan memberi tanggapan pada pernyataan-pernyataan berikut ini dengan mencontreng () pada skala 1
(sangat tidak setuju) sampai 7 (sangat setuju) yang sesuai untuk anda.
Sangat tidak
setuju

No

Pernyataan

1
2

Jika berkunjung ke Bandung, saya selalu menginap di ................... Hotel.
Dibandingkan dengan hotel lain di Bandung, saya lebih sering
menginap di ................... Hotel.
Saya lebih banyak membelanjakan uang di ................... Hotel
dibandingkan di hotel lainnya di Bandung.

3

Sangat
setuju
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Bagian VI:
Pertanyaan-pertanyaan dibawah ini berhubungan dengan pengalaman Anda selama tinggal di hotel. Mohon
dicontreng () kotak yang sesuai untuk Anda.

1. Tujuan utama Anda
berkunjung ke kota
Bandung.
2. Untuk berapa lama
anda tinggal di
...................Hotel?
3. Siapa yang
memilihkan
...................untuk
anda?
4. Berapa kali anda telah
menginap di ...................
Hotel?
5. Berapa kali anda telah
menginap di ...................
Hotel di kota
lain?
6. Dalam satu tahun, ratarata berapa kali anda
tinggal di hotel?

 Bisnis/
Dinas
 Kurang
dari 3
malam

 Liburan

 Lainnya

 3 - 5 malam

 6 - 10
malam

 Lebih dari
10 malam

 Saya
sendiri

 Instansi
saya

 Lainnya

 Kurang
dari 3 kali

 3 - 5 kali

 6 - 10 kali

 Lebih dari
10 kali

 Tidak
pernah

 Kurang dari
3 kali

 3 - 5 kali

 6 - 10 kali

 Kurang
dari 3 kali

 3 - 5 kali

 6 - 10
kali

 Lebih dari
10 kali

 Lebih
dari
10 kali

Bagian VII:
Silahkan mencontreng () kotak-kotak pilihan yang paling sesuai untuk anda.

 Pria
 Dibawah
:
25 tahun
:
 SMA

1. Jenis kelamin Anda :
2. Umur Anda
3. Tingkat pendidikan
tertinggi Anda

 Wanita
 25 - 35
tahun

 36 - 45
tahun

 46 - 55
tahun

 Lebih dr
55 tahun

 Diploma

 Sarjana

 Master

 Doktor

 Pebisnis

 Pegawai
pemerintah

 Lainnya

4. Pekerjaan Anda

:

 Pensiunan
 Profesional
 Ibu rumah
 Mahasiswa
tangga

5. Kebangsaaan Anda

:

 Indonesia, dari suku/etnis : ...................................................................
 WNA, dari negara
: ...................................................................
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Appendix 3 - Normality, Outliers, and Multicollinierity Test
Assessment of normality
Variable
bh3
bh2
bh1
co5
co4
co3
co2
co1
af4
af3
af2
af1
cq5
cq4
cq3
cq2
cq1
cs1
cs2
cs3
cs4
bi1
bi2
bi3
bi4
bi5
bi6
pv4
pv3
pv2
pv1
sq1
sq2
sq3
sq4
sq5
sq6
sq7
sq8
sq9

min max
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
2
7
2
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
1
7
2
7
1
7

skew
-0.322
-0.51
-0.338
-0.571
-0.654
-1.026
-0.43
-0.497
-0.507
-1.073
-0.415
-0.454
-0.433
-0.92
-0.469
-0.45
-0.454
-0.415
-0.379
-0.37
-0.636
-0.632
-0.616
-0.753
-1.227
-0.799
-0.568
-0.486
-0.338
-0.859
-0.593
-1.115
-0.606
-0.977
-0.807
-1.117
-1.051
-0.608
-0.481
-0.632

c.r. kurtosis
-2.771
-0.814
-4.387
-0.494
-2.907
-0.59
-4.91
0.299
-5.624
0.616
-8.83
0.623
-3.699
-0.597
-4.277
-0.58
-4.359
0.182
-9.232
0.702
-3.568
-0.155
-3.901
-0.167
-3.727
-0.182
-7.918
0.585
-4.037
-0.654
-3.871
-0.451
-3.907
-0.478
-3.574
-0.052
-3.258
-0.49
-3.187
-0.132
-5.468
0.03
-5.435
0.611
-5.299
0.442
-6.479
0.408
-10.556
1.533
-6.875
0.328
-4.89
0.216
-4.182
0.049
-2.906
-0.331
-7.388
1.23
-5.099
0.352
-9.59
2.387
-5.216
-0.045
-8.4
1.706
-6.943
1.183
-9.607
1.478
-9.045
2.278
-5.228
0.979
-4.142
0.114
-5.441
0.623

c.r.
-3.501
-2.126
-2.539
1.284
2.649
2.68
-2.569
-2.496
0.783
3.018
-0.667
-0.717
-0.785
2.516
-2.815
-1.939
-2.054
-0.225
-2.108
-0.57
0.129
2.629
1.899
1.756
6.595
1.411
0.93
0.209
-1.425
5.29
1.515
10.269
-0.192
7.339
5.088
6.358
9.799
4.211
0.489
2.678
164

sq10
Multivariate

1

7

-0.877

-7.544

0.924
720.638

3.973
127.861

Observations farthest from the centroid (Mahalanobis Test)
Observation Mahalanobis
number
d-squared
326
251.09
318
239.864
94
172.635
317
168.274
247
136.137
49
127.525
272
126.036
142
124.814
153
118.346
244
118.221
194
116.462
320
110.387
181
106.662
295
105.935
43
103.855
80
100.279
321
99.847
282
98.84
60
97.828
102
95.656
323
95.647
286
95.166
145
95.065
156
92.652
167
90.495
227
89.815
144
88.598
21
88.313
188
87.373
257
86.417
335
86.329
161
85.286
176
84.252
219
81.42

p1
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

p2
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Observation Mahalanobis
number
d-squared
12
70.083
18
69.536
325
69.164
343
69.148
299
68.971
218
68.377
333
67.665
93
66.576
398
66.497
241
65.111
166
64.749
47
64.131
418
63.643
278
63.143
190
63.101
51
62.742
423
62.514
11
62.377
68
61.577
34
60.813
165
60.72
341
60.506
129
60.344
389
59.671
6
59.539
414
59.505
101
59.037
10
59.03
351
57.624
170
57.607
131
56.65
388
56.629
421
56.442
79
56.201

p1
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0.1
0.1
0.1
0.1

p2
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
165

182
204
151
61
92
58
147
207
46
411
197
3
53
243
242
415

81.124
79.298
78.186
77.889
76.04
74.745
74.197
73.762
72.36
71.819
71.438
70.503
70.163
52.039
51.953
51.877

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

275
226
72
417
281
4
237
319
191
15
426
137
254
109
59
408

56.186
56.039
55.953
55.901
55.651
55.545
55.208
55.118
55.104
55.03
54.919
54.771
54.77
53.953
53.362
52.968

0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Multicolinierity Assessment
Condition number = 173.058
Eigenvalues
32.797 6.858 3.225 2.241 1.917 1.472 1.414 1.307 1.189 1.043 .980 .885 .855 .772
.740 .703 .681 .627 .614 .569 .535 .522 .498 .485 .468 .425 .422 .406 .389 .375
.354 .305 .298 .286 .281 .265 .246 .237 .217 .209 .190
Determinant of sample covariance matrix = .000
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Appendix 4 - Reliability Test of Attitudinal Loyalty

cq1
cq2
cq3
cq4
cq5
af1
af2
af3
af4
co1
co2
co3
co4
co5

Scale Mean if
Item Deleted
65.24
64.86
65.25
64.27
64.80
64.80
64.53
63.99
64.62
65.21
65.41
64.24
64.31
64.19

Item-Total Statistics
Scale
Corrected
Cronbach's
Variance if
Item-Total Alpha if Item
Item Deleted Correlation
Deleted
177.952
.725
.925
176.155
.785
.923
173.901
.752
.924
191.033
.418
.935
180.630
.781
.924
178.464
.789
.923
180.895
.782
.924
188.130
.514
.932
181.553
.744
.925
174.960
.745
.925
176.262
.722
.925
187.335
.480
.933
186.572
.654
.928
187.587
.654
.928
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Appendix 5 - Bootstrap Estimation and Confidence Interval
1. Brand Loyalty Model
Result (Default Model)= Chi-square: 83.009; DF:19; P: .000 (Minimum was achieved)
Parameter
BH <--- AL
cq1 <--- AL
cq2 <--- AL
cq3 <--- AL
bh3 <--- BH
bh2 <--- BH
bh1 <--- BH
af1 <--- AL
co1 <--- AL

Estimate Lower Upper
P
.801
.739
.853 .005
.834
.787
.879 .003
.869
.832
.896 .006
.874
.835
.902 .007
.844
.800
.880 .005
.937
.917
.955 .005
.904
.880
.925 .004
.797
.757
.832 .004
.813
.765
.858 .003

2. Structural Research Model
Result (Default Model)= Chi-square: 643.492; DF: 178; P: .000 (Minimum was achieved)
Parameter
SQ <--- BI
PV <--- SQ
PV <--- BI
CS <--- SQ
CS <--- PV
AL <--- CS
AL <--- SQ
BH <--- AL
sq8 <--- SQ
sq6 <--- SQ
sq4 <--- SQ
pv4 <--- PV
pv3 <--- PV
bi3 <--- BI
bi4 <--- BI
cs3 <--- CS
cs2 <--- CS
cs1 <--- CS
pv2 <--- PV
bi5 <--- BI
cq3 <--- AL
af1 <--- AL
bh1 <--- BH
bh2 <--- BH
bh3 <--- BH
co1 <--- AL
cq1 <--- AL
sq9 <--- SQ
sq3 <--- SQ

Estimate
.695
.597
.351
.356
.546
1.004
-.234
.797
.712
.734
.788
.890
.854
.816
.574
.832
.893
.849
.726
.755
.859
.800
.902
.938
.845
.837
.828
.738
.746

Lower
.613
.460
.216
.144
.386
.828
-.476
.729
.659
.670
.735
.861
.819
.750
.485
.782
.854
.806
.671
.694
.819
.764
.878
.918
.800
.800
.779
.687
.687

Upper
.763
.724
.470
.525
.740
1.217
-.035
.846
.769
.782
.829
.916
.884
.870
.641
.868
.920
.887
.782
.810
.890
.838
.925
.956
.882
.875
.869
.780
.796

P
.005
.003
.007
.004
.004
.003
.050
.006
.003
.005
.006
.004
.005
.004
.007
.006
.008
.006
.005
.004
.004
.004
.004
.005
.004
.003
.004
.006
.005
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