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Abstract — This research was conducted to determine the Influence of Customer Service Quality towards Customer
Satisfaction and its implication on Loyalty among MICE Customers in Hotels surrounding Bekasi. For service
quality, instead of applying the famous SERVQUAL, this study uses the newly developed service quality scale for
the hotel industry, HOLSERV. Quantitative data analysis was applied to test the relationship among the variables.
Before that, data were tested for validity and reliability. Around 351customers of hotels surrounding Bekasi were
taken as the respondents with the help of hotel managers who participated in the study. Participants were taken not
only those experiencing MICE but also from the employee category assuming the degree of exposure to MICE
much higher than students. Structural equation modeling was applied to test the influencing factors among the
variables since it has better details in results compared to the multiple regression techniques. The result shows all
the variables in HOLSERYV have a significant influence on Customer Satisfaction which leads to Customer loyalty.
Tangibility factors such as up-to-date equipment and facilities, hotel physical features, and materials associated
with the service are factors being considered by customers to follow MICE in hotels. Employee factors as the major
contributor such as; appearance, effective communication, identification of customers’ needs are also in favor for
customers to experience well following MICE in hotels. In addition, customer satisfaction itself has proven to be
significant to loyalty. Being satisfied by the services given, customers will return to the hotels in the future
whenever MICE is conducted.
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Introduction

The MICE industry is one of the promising industries for the tourism sector. In 2018,
MICE contributes USD 229 billion in the Asia Pacific with Chine takes the biggest portion
(55%), followed by Singapore (22%), Thailand (8.1%), India (5%), and Hong Kong (2.1%)
(Asia Pacific’s MICE revenue, 2019). In 2015, MICE; meetings, incentives, conventions, and
exhibition or events has contributed up to forty percent of international tourists arriving at
Indonesia (“Mice put as the center stage of tourism outreach”, 2015) especially to Jakarta, Bali,
Bandung, Surabaya, and Special Region of Yogyakarta (“The rise of MICE Industry in
Indonesia”, 2017). It is expected in 2019 there are 2 million tourists from the MICE sector and
contribute USD 2.5 billion (Fikri, 2019). Therefore, more hoteliers need to take this growth as
opportunities to increase profitability by developing hotel services, such as venues for meetings,
halls for conventions, and accommodations for delegates.

Service quality has been developed in the various industry not to mention in hotel
industry with the variable of HOLSERYV (Jeon, 2018; Rus et al., 2019; Mei et al., 1999; Subha,
2020; Chen et al., 2010). However, none of those studies focus on the respondents who
experienced MICE, hence this study is expected to fill in the gap of using HOLSERV to MICE
users. The purpose of this research is to find out the relationship between HOLSERV,
satisfaction, and loyalty. This study is expected to enrich a broader knowledge about HOLSERV
from the MICE users’ view and at the same time, it is expected to give insights to hoteliers in
retaining their customers by providing service in MICE. The rest of the study is discussed as
follows: a review of the literature of HOLSERYV concepts and their relations toward satisfaction
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and loyalty. Methods of analyzing data are presented along with the discussions of the findings.
Last but not least is the recommendation to the future readers as well as managerial implications.

Literature Review

Service Quality

Service quality is of central importance regarding satisfying customers, retaining them,
and creating loyalty amongst customers (Naik et al., 2010). SERVQUAL as the pioneer in
measuring service quality developed by Parasuraman et al. (1955, 1988) has been used and
some redeveloped it in various industries such as banking (Salleh et al., 2019; Mujingga, 2019),
restaurants (Looi et al., 2019; Cheng et al., 2019), hotels (Priyo et al., 2019; Gebremichael &
Singh, 2019), etc. However, in the hotel industry SERVQUAL has been redeveloped by Mei et
al. (1999) due to the concerns of reliability of the gap between perceptions and expectations.
Hence, they developed a new model by combining perceptions and expectations into a single
score. As the result, they have built the same dimensions as Parasuraman’s SERVQUAL except
that instead of 5 dimensions to measure service quality, they have three dimensions which are
employees, tangible, and reliability, and named it as HOLSERYV to measure the hotel service
quality. Further, their findings reveal that tangibility, as modern looking equipment, physical
facility, employees are well dressed and materials are visually appealing which is also supported
by Machhar (2015). It is one of the significant predictors of service quality as a whole.

Reliability, the capability to sell products or provide services discreetly and reliably is
known to be ‘Reliability’. Hotels should be able to perform services accurately right at the first
time which is also supported by Grzini¢ (2007), The employee factor, the major implication for
managers is that to enhance consumer impression of service quality of the hotels, improvements
in the behavioral and appearance aspect of their employees are immensely vital. In employee
factors, Mei et al. (1999) state that there are two important factors, behavioral and appearance.
The behavioral aspect of the hospitality industry is a major aspect. It is of great significance that
employees display appropriate behaviors for a service experience that customers perceive as
pleasing and high quality.

Face-to-face encounters between customers and service employees are of critical
importance to customers’ satisfaction and loyalty. Successful customer-employee encounters
can help establishments to ensure their continuation and increase their profitability (Turkay &
Sengul, 2014). Appearance, when front office staffs are well dressed and wear smart uniforms,
their appearance impresses customers who feel more confident with hotel services (Sriyam,
2010). However, only a few pieces of literature (Jeon, 2018; Rus et al., 2019; Subha, 2020;
Chen et al, 2010) have discussed HOLSERV, hence there is still plenty of room to discuss it.

Customer Satisfaction

Customer satisfaction has been the core interest of analysts in various related subjects
including; marketing, economics, and information system and management studies (Priyo et al.,
2019). Further, they acknowledge that customer satisfaction is important in keeping up
customers just as keeping customers’ dedication and other good practices. Hence, Priyo et al.
(2019) agree that customer satisfaction is a degree of feeling where somebody announces the
consequence of correlation between customers’ desires and the real execution of an item or
administration. Nimako and Azumah (2009) define customer satisfaction as the procedure of
customer in the general emotional assessment of the item/administration quality against his/her
desire or wants over a timespan. Even with the product or service quality, there can be several
dimensions (Nimako & Azumah, 2009), such as what product offers, product or administration
dependability, convenience, invitingness of the administration providers, and the like. In line
with that, Salleh et al. (2019), mention that customers feel not satisfied with the service provider
due to employees’ behavior, lack of knowledge and capabilities, and lack of facilities.
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Satisfaction may be related to an ongoing business relationship or with price-
performance, time or service delivery, or the service experience satisfaction, service context,
and satisfaction with the entire reputation and an organization outlook. Providing services that
those customers incline toward, is a beginning stage for giving consumer loyalty and by giving
the best service quality, the company could increase profit through their customer satisfaction
(Holjevac et al., 2009). Reflecting the statement of Luo and Homburg (2007), it states that
customer satisfaction positively affects the business profitability which means customer
satisfaction and service quality is the successor key to get customer loyalty or repurchase
intentions. It may also be a good indicator of the willingness of the customer to recommend the
hotel to other people (Juwaheer, 2004). Customer satisfaction has been specifically connected
with the success of the hotel (Wu, 2009). To have satisfaction, hoteliers can develop their
service quality since it is the prime factor according to Gebremichael and Sing (2019), Subha
(2020), and Priyo et al. (2019) in the hotel industry.

Customer Loyalty

Customer loyalty is described as a customers’ repeat visitation, repetitive purchase
behavior with an emotional commitment or expression of a favorable attitude toward the service
provider (Yoo & Bai, 2012). According to Cheng et al. (2018), customer loyalty can be
characterized as a strongly included duty to reliably re-purchase or re-belittle merchandise from
a similar specialist co-op in the future and it can cause the redundant acquisition of a similar
brand, or brand-set buying. Moreover, loyal customer visit frequency is higher and make more
purchase than none-loyal customers do and less likely to switch to a competitor brand with the
cause of discounts of price and other superior advertisements and bring in new customers
through positive word-of-mouth which can sometimes save a huge amount of the expense for
advertising (Rahman et al., 2012). Patrick argues that repeat customers are more than just a
secure source economically, but they can also be information channels that casually create a
linkage to their friends, relatives, college, and other probable consumers and thus enable
businesses to uphold a clientele base (Yoo & Bai, 2012). One of the most essential theories of
loyalty marketing is that a small increase in loyal customers can bring a significant increase in
profitability to a business (Keiningham, 2007). Cheng et al. (2018) found that there is a
dominant relationship between satisfaction and loyalty in the hotel industry. Similar findings
were also stated by Yao et al. (2019), that satisfaction is the strongest determinant to loyalty as
well as EI-Adly (2018) in the hotel industry.

To examine the influence of hotel service quality towards customer satisfaction and
loyalty of MICE demands in Hospitality Industry, a model shown in Fig. 1 is presented in
empirically tested. As shown in the figure, service quality is based on the three factors of
HOLSERV namely tangibility, reliability, and employee as independent variables, while
customer satisfaction and loyalty are mediating and dependent variables respectively. To
analyze the influences between each variable, four hypotheses are developed in the theoretical
framework as follows:

H1: Tangibility has a direct influence on Customer Satisfaction

H2: Reliability has a direct influence on Customer Satisfaction

H3: Employee has a direct influence on Customer Satisfaction

H4: Customer Satisfaction has a direct influence on Customer Loyalty




146 m Kumar and Samtani (2021) The Influence of Customer Service Quality towards Customer
Satisfaction and its implication on Loyalty: A Survey on MICE Customers in Hotels

Figure 1. Theoretical Framework

Research Methods
The research questions which are stated in this research imposed a need for further

learning about the concept of influences on customer loyalty. Hence, a quantitative research
approach based on document studies and questionnaires taken from respondents; those who
organize MICE in hotels and participants, are used to meet research objectives. To have a
limited yet accurate data result, the sample size was people who used hotels for MICE purposes
in surrounding Bekasi. To overcome problems related to SERVQUAL in accessing service
quality and customer satisfaction, HOLSERYV uses the seven-point scale (1 = very poor and 7
= excellent) rating. One column questionnaire combined with a seven-point scale rating makes
HOLSERYV easy to be applied for actual research as it gives accurate results of the customers’
perception. This questionnaire research was spread from October 5™ 2019 until the end of
January 2020 in the form of a hard copy as well as a soft copy (online) to 351 respondents to
ease the survey process. Table 1 shows the percentage of respondent profile.
Table 1. Demography Profile

Question Classification Percentage

Gender Male 47%
Female 53%

. Employees (MICE users) 92%
Occupation Hotel Managers 8%
Hotel Sahid Jaya 12%

Zuri Express 2%

Prime Biz Hotel 0%

Baltica Hotel 27%

Fave Hotel 42%

Senior Living The Khayangan 2%

Which hotel did you experience Java Palace 204

MICE? L

Whiz Prime Hotel 0%

Grande Valore hotel 0%

Sakura Park Hotel 0%

Santika Hotel 0%
Grand Zuri Hotel 10%

Grand Cikarang Hotel 0%

President Executive Hotel 3%

Source: SPSS output
Reliability and construct validity tests are important to test before conducting hypothesis

testing (Hair et al., 2011). Reliability refers to the consistency of the measurement while
construct validity is used to ensure that questionnaire items are measuring the right construct
using Cronbach’s Alpha as the measurement with a cut-off value of greater than 0.7. Table 2
depicts the univariate descriptive which are Mean and Standard Deviation from each question
and variable. With a 1-7 Likert scale, all questionnaire items are relevant for the study since the
average answer is about 5 and around 1 for standard deviation. Reliability test results are also
promising with all values are between 0.892 till 0.925 way above the cut-off value which is 0.6
(Hair et al., 2011). The highest reliability goes to reliability follows by satisfaction, loyalty,
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tangibility, and employee respectively. As for the construct validity, all item statements load
one for each respective construct and have a high correlation (factor loading > 0.7) on each
construct except for two items loaded on reliability (RB1 and RB 4) and one item loaded on
employee (EP1). But since the factor loading is greater than 5, and the reliability of the
constructs is high, hence the decision is to keep all the item statements. The construct validity
results are calculated using factor analysis with Principle component analysis and varimax
rotation of Eigenvalues more than 1. The KMO-MSA value is 0.955 and the Bartlett test shows
significance with all communality values are greater than 0.5 (ranging between 0.699 till 0.790)
and the total variance explained shows 82.97% for all five constructs.

Table 2. Validity and Reliability Results

Factor Variables Questions Mean j;i?;?;ﬂ Factor loading Cr(gllgﬁ;h’s

TG1 5,2821 1,46295 0,844

Tangibility TG2 5,2108 1,28107 0,783 0,912
TG3 5,1339 1,36560 0,763
RB1 5,1823 1,27204 0,688

HOLSERV Relsbiliy RB2 5,2279 1,33284 0,760 0005
(Hotel Service) RB3 5,2991 1,26445 0,797
RB4 5,4672 1,34097 0,687
EP1 5,3419 1,28394 0,627

Employee EP2 5,3704 1,25795 0,712 0,892
EP3 5,1652 1,32494 0,867
Cs1 5,4359 1,22860 0,912
CS2 5,2222 1,25205 0,902

Customer Satisfaction Cs3 5,3105 1,25942 0,890 0,923
Cs4 5,3989 1,26283 0,882
CS5 5,5271 1,36014 0,797
CL1 5,3618 1,24791 0,927
CL2 51111 1,34448 0,886

Customer Loyalty CL3 5,3447 1,40539 0,883 0,913
CL4 5,4644 1,49026 0,872

Results and Discussions

The SEM (Structural Equation Model) is used for this research using AMOS 18. It is
used to evaluate the relationship between the Dependent and Independent variables which
influences a customer’s decision-making process in choosing a hotel for MICE purposes. The
first step is conducting goodness of fit before going to the hypothesis testing. According to Hair
et al. (2011), due to the difficulties to achieve goodness of fit, they recommend fulfilling 5 out
7 criteria (Table 3) before a model is good for further analysis. Based on the statistic results, the
model is in good fit where 5 out of 7 criteria has been fulfilled (CMIN/DF = 4.417, IFI= 0.938,
TLI=0.922, CFI=0.938) with RMSEA is in mediocre (Figure 2).
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Figure 2. Goodness of Fit Model
Table 3. Goodness of Fit Result Decision
The goodness of Fit Measure Cut of Value Result Interpretation
Goodness of Fit GFI >0.90 0.862 Mediocre
Adjusted Goodness of Fit Index AGFI >0.90 0.807 Mediocre
CMIN/DF CMIN /DF < 5.00 4.417 Good Fit
Root Mean Square Error of 0.05 < RMSEA <0.08 0.099 Mediocre
Approximation
Tucker Lewis Index TLI>0.90 0.922 Good Fit
Comparative Fit Index 0<CFl<1 0.938 Good Fit
CFI1 = 0.90
Incremental Fit Index IF1>0.9 0.938 Good Fit

Source: AMOS Output

CMIN/DF= 4.411
GFI= .860
AGFI= 808
TLI= 922

IFI= .937
CFl=.936
RMSEA= .099

Figure 3. Structural Equation Model

Table 4. Hypothesis Decision
Estimate  S.E. CR. P Conclusion (P<0.05)
Satisfaction <--- Tangible 291 .061 4,750  *** Accepted
Satisfaction <--- Reliability -272 114 -2.388 .017 Accepted
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Estimate  S.E. C.R. P Conclusion (P<0.05)
Satisfaction <--- Employee 972 125 7.790  *** Accepted
Loyalty <---  Satisfaction 909  .047 19.318  *** Accepted

Source: AMOS Output

As stated from the results (Table 4.; Figure 3.), it is concluded that hypothesis, whether
tangible factors, reliability factors, and employee factors influence satisfaction are all accepted
with employee factor, becomes the greatest contributors. As previous studies express that
satisfaction is the major contributor of loyalty has also been proven in this study. Tangibility
factors such as up-to-date equipment and facilities, hotel physical features, and materials
associated with the service are factors being considered by customers to follow MICE in hotels.
It means that the better the tangible aspects being provider the more eager the customers will
follow MICE being conducted in the hotels. This result is in line with previous research such as
Akbaba (2006), Yilmaz (2009), Gebremichael and Sing (2019), Subha (2020), and Priyo et al.
(2019).

Employee factors as the major contributor such as; appearance, effective
communication, identification of customers’ needs are also in favor for customers to experience
well following MICE in hotels. Since the hotel industry is not a self-service industry, capable
and knowledgeable employees are needed by customers to fulfill their needs. Not to mention
each customer might have a different need. Hence, this result is also in line with the study by
Rao and Sahu (2013) and Kattara et al. (2015), Gebremichael and Sing (2019), Subha (2020),
and Priyo et al. (2019). Being satisfied by the services given, customers will return to the hotels
in the future whenever MICE is conducted. This finding is in line with the findings from
previous studies in the hotel industry (Cheng et al., 2018; Yao, Qiu, and Wei, 2019; El-Adly,
2018) What is interesting in this study is that the significance of Reliability shows the negative
sign and the average of answers are in around 5 which means they agree upon the reliability
factors. In conclusion, even though customers agree on the reliability factors, it seems that all
three factors need to be conducted or exist before they can satisfy the hotels. does not have any
direct influence on Customer Loyalty.

Further, it is estimated that the predictors of Loyalty explain 80.2 percent of its variance
which means the error variance of Loyalty is approximately 19.8 percent of the variance of
Loyalty itself. As for the Satisfaction, it is estimated that the predictors of Satisfaction explain
93.2 percent of its variance which means the error variance of Satisfaction is approximately
6.8 percent of the variance of Satisfaction itself.

Conclusions and Recommendations

The result shows all the variables in HOLSERV have a significant influence on
Customer Satisfaction which leads to Customer loyalty. Tangibility factors such as up-to-date
equipment and facilities, hotel physical features, and materials associated with the service are
factors being considered by customers to follow MICE in hotels. Employee factors as the major
contributor such as; appearance, effective communication, identification of customers’ needs
are also in favor for customers to experience well following MICE in hotels. In addition,
customer satisfaction itself has proven to be significant to loyalty. Being satisfied by the services
given, customers will return to the hotels in the future whenever MICE is conducted.

The first implication is that the hoteliers surrounding Bekasi that HOLSERYV has a direct
influence on Customer Satisfaction which leads to Customer Loyalty. This study shows the
connection between HOLSERYV and Customer Satisfaction for MICE purposes, can only be
interconnected by variables which are Tangibility, Reliability, and Employee Behavioral.
Therefore, the findings highlight that evolving customer loyalty, does not only depend on
customer satisfaction but also on the service performance of the employee and the ability to
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establish a focus on the hotel design and amenities. The reason these variables become the
influential factors is that, when a customer holds an event, the design becomes a major factor
that will highlight their decoration during the event. Another reason is that when the customers
are working there for the event, they expect employees who they can talk to regarding their
event and needs. In this research, it is quite intriguing that reliability does have a major impact
on Customer Loyalty even though it is a negative sign. When, in this case, reliability is the
Standard Operating Procedure of the hotel. It still has to be in consideration that this research
does not focus upon a wide range of points of view, however on the MICE customers in
surrounding Bekasi.

A few limitations are concluded from the present study. First of all, is the time. While
the original target for this study was 385 participants, the process of collecting data to fill in the
questionnaires from each participant was found to be more time-consuming than expected.
Therefore, only data from 351 respondents could be achieved. A minority of the respondents
were not serious while filling in, it’s known from the pattern of the answers.

This study is conducted to know which factors are to be considered or developed to
maximize MICE facilities as a recommendation or as an initial opinion. This research is focused
on hotels in Bekasi, which is an industrial area that has multiple development prospects which
can consider MICE as a sector for major income, other than hotel room usage. The research
took feedback from 351 respondents. From the result, it can be seen that most respondents are
users of MICE with few from managers. Since they have experienced MICE, they can relate
their experiences to the questions posed. Hence, they will have the insights that affect Customer
Loyalty for MICE. It can also possibly be deepened about factors that affect MICE loyal
customers at the hotel with a focus on the mere target students. Or even be able to test the same
thing, with different regions or different backgrounds. Related to the results, this study needs to
duplicate to various places in Indonesia since Indonesia currently has thousands of hotels in
competition.
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