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The Role of Service and Product Quality on Customer Loyalty  
 
 
Agus Taufik¹*), Sugeng Santoso², Muhamad Irfan Fahmi3, Faqih 
Restuanto⁴, Steven Yamin5 
 

 

Abstract: Coffee shops are today's businesses with good and competitive prospects in 
providing customer satisfaction and building customer loyalty. This study aims to analyze 
the relationship between service quality and product quality on customer satisfaction 
and loyalty, the relationship between customer satisfaction and customer loyalty, and 
the relationship between product and service quality and customer loyalty mediated by 
customer satisfaction. The study was conducted using quantitative methods, sampling a 
questionnaire to 100 customers of Coffee Shop. The study was conducted in August 2021. 
Meanwhile, to analyze the relationship between variables, using partial least squares 
(PLS). Based on the study results, it can be concluded that service quality directly affects 
customers, especially customer satisfaction. Product quality also affects customer 
satisfaction and loyalty and vice versa. However, service quality did not directly affect 
customer loyalty. Meanwhile, mediation through customer satisfaction and product 
quality indirectly affects customer loyalty. 
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PUBLIC INTEREST STATEMENT 

One of the demands faced by the coffee shop business 

is how to retain existing customers by giving them 

satisfaction in the form of service quality and product 

quality as well as building customer loyalty. Through 

this research, it was revealed that in running a coffee 

shop business, it is very important to continue to 

improve the quality of services and products. Our 

findings show that service quality has no direct effect 

on customer satisfaction, while product quality has a 

significant direct effect on customer satisfaction. For 

customer satisfaction, it has a direct effect on customer 

loyalty. Through the mediation of customer 

satisfaction, service quality does not have an indirect 

effect on customer loyalty, while product quality has an 

indirect effect on customer loyalty. 
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1. Introduction 

In Indonesia, coffee production and sales play an important role. Indonesia is a producer 
and exporter of world coffee, where Indonesian coffee can penetrate abroad, such as 
civet coffee and Mandailing coffee. In 2016, world coffee production touched 9.2 
million tons, and Indonesia could produce 689.000 tons of coffee beans (Zarwinda & 
Sartika, 2018). Coffee also plays a role as a source of foreign exchange which occupies 
the fourth position after palm oil, rubber, and cocoa. In 2012, of Indonesia's total annual 
coffee bean production, 70 percent was exported, mainly to Japan, South Africa, 
Europe, and the United States. 

The culture of drinking coffee has been passed down since the Dutch era. In the past, 
it was the elderly who used to consume coffee, but recently coffee consumption has 
changed and led to people's lifestyles, especially among modern young people. Many 
coffee enthusiasts indicate this among young people and the spread of various coffee 
shops that offer various types of coffee. 

The coffee shop business is very competitive to present the best quality in service and 
products sold to satisfy customers and gain customer loyalty. As a result, few coffee 
shops have sprung up, but few have closed due to the intense business competition. 
According to Redata, Kezia, Solaiman, and Santoso (2021), business actors must 
continue to innovate to survive in business. There are various forms of innovation in 
business, including product innovation, internal systems or work processes, new ways, 
and ideas. 

Service quality is one of the primary weapons to maintain prestige value by providing 
more satisfaction to customers to dominate the market, so it will be easy to enter the 
industry and provide excellent opportunities for companies to survive in the 
competition (Ali, Dey & Fileiri, 2015). According to Suhud, Allan, Wibowo, Sabrina, and 
Willson (2020), product quality can generally affect prestige, intention to switch, 
intention to buy more than once, company service quality, customer loyalty, and 
finally, customer satisfaction. 

Customer satisfaction will be created when appropriately met expectations to satisfy 
customers' loyalty. Nevertheless, as Sari, Prayogi, Jufrizen, and Nasution (2020) stated, 
the results of their research show that customer satisfaction on customer loyalty is 
significant. Customer loyalty is a commitment made by a company to reach its 
customers while making them addicted to the company's products and making 
competitors look normal in the eyes of customers. Therefore, customer loyalty is 
essential in maintaining the company's business continuity. Moreover, the effort that 
must be spent to get customer loyalty can be through the company's high-quality 
products and services (Panjaitan, 2017). 

A coffee shop gathering for young people, namely Coffee Shop XXY, was established in 
Tangerang, Banten, in 2019. Coffee Shop XXY, previously called Classic Coffee Corner, 
changed its name to Coffee Shop XXY in 2020. Besides serving coffee as its flagship, 
Coffee Shop XXY carries a different concept and atmosphere from other coffee shops 
to attract customers. Another attraction of Coffee Shop XXY is its classical values which 
are well-preserved thanks to the design and interior of the shop that presents a classic 
atmosphere. Distinctive vintage gray walls and classic furniture in various corners, 
antique plates in the corners, or rows of classic doors that are neatly arranged as 
displays, add to the impression of antiquity and authenticity of Coffee Shop XXY. As a 
coffee shop that sells the concept of a classic feel and atmosphere, many customers do 
not just come to enjoy their coffee but also look for space for instagramable photos. 

Based on the explanation above, the researcher is interested in researching Coffee Shop 
XXY. However, before this research was carried out, the researcher conducted an in-
depth discussion with the owner of Coffee Shop XXY, including formulating the 
questionnaire for the customers. The purpose of this study was to determine the 
correlation of service quality and product quality to customer satisfaction and loyalty, 
the correlation of customer satisfaction to customer loyalty, and the correlation of 
product and service quality to customer loyalty mediated by customer satisfaction. 
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2. Literature Review 

2.1 Service Quality 

Service quality is one of the primary weapons to maintain prestige value by providing 
more satisfaction to customers to take over the market in competition, that way it will 
be easy to enter the industry and provide an excellent opportunity for the company to 
survive in the competition (Ali, Dey & Fileiri, 2015). Moreover, many companies rely on 
the service quality provided to these consumers in maintaining their business continuity 
(Gorondutse & Hilman, 2014). Therefore, a coffee shop needs to have good service 
quality to achieve customer satisfaction. Especially in today's modern times, the need 
for this coffee is increasing and causing intense competition between coffee shops. This 
is unavoidable so that more advantages are needed to survive amid competition. Five 
indicators can be used, according to Parasuraman, Zeithaml, and Berry (1985), to 
measure the level of success of the service quality itself, which are 1) reliability, 2) 
tangible, 3) assurance, 4) empathy, and 5) responsiveness.  

Based on the previous research carried out by Kartikasari and Albari (2019), service 
quality has a positive effect and is significant on customer satisfaction; improving the 
quality of good service will result in customer satisfaction. The immense contribution 
of service quality to customer satisfaction has also been proven in Suryadharma and 
Nurcahya (2015), which concretely has a very significant contribution to customer 
satisfaction. Furthermore, based on the research findings conducted by Laetitia, 
Alexandrina, and Ardianto (2021), service quality significantly influences customer 
satisfaction. 

 
2.2 Product Quality 

According to Kotler and Armstrong (2018), product quality is the specific capacity of a 
product to show its usefulness, including the time of the product, reliability, ease of 
use and repair, and other values. Moreover, the product is the most important thing 
that customers see after making a purchase, either goods or services to be enjoyed. 
Therefore, the company always pays attention to the quality of the products owned by 
the company so that the product in customers' eyes has the impression of a quality 
product. Tjiptono and Chandra (2012) stated that it is necessary to create quality 
products to create customer satisfaction. Consumers' perceived suitability for product 
quality is because they prefer the right product from what they want or need. 

Kotler and Armstrong (2018) stated that product quality is a feature of a 
product/service based on its competence to provide satisfaction for explicit or implicit 
customer needs or desires. It is known that generally, the quality of this product can 
influence prestige, intention to switch, intention to buy more than once, company 
service quality, customer loyalty, and finally, customer satisfaction (Suhud, Allan, 
Wibowo, Sabrina & Willson, 2020). However, in other research has been found by Aldi, 
Surti & Mohamad (2020), product quality has not influenced and is not significant to 
satisfaction at Kedai Kopi Mustafa. This means that coffee shop customers do not have 
to get good quality products to get their satisfaction. So that is why the quality of the 
product is one of the essential aspects that should not be left behind in this research. 

 
2.3 Customer Satisfaction 

Satisfaction is a customer's comment about the review point of view because of the 
mismatch of expectations before and after using the product. For this reason, customer 
satisfaction will be created when expectations can be appropriately met. It ends with 
the coffee shop's loyalty from customers who get satisfaction (Heri, 2017). Sari, Prayogi, 
Jufrizen, and Nasution (2020) said that if the point at which customer satisfaction 
increases customer performance ratings, customer satisfaction is positive, and it is 
crucial for the increase and, in the end, made loyalty. 

According to Kotler and Armstrong (2018), customer satisfaction is happiness or sadness 
after comparing the expectations obtained. If expectations do not match, 
disappointment will arise. Nevertheless, on the other hand, if expectations exceed 
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expectations, there will be feelings of being very happy and satisfied. Of course, after 
consumers consume these products, satisfaction arises. Julianto, Amnilis, and Gusriati 
(2021) concluded that customer satisfaction significantly affected coffee consumer 
loyalty. Bellinda, Dolorosa, and Kurniati (2020) stated that customer satisfaction has a 
positive and significant effect on customer loyalty. 

 

2.4 Customer Loyalty 

Customer loyalty can generally occur after customers feel very positive about a product 
or service used and felt by Rosalina, Qomariah, and Sari (2019). According to Kotler and 
Keller (2016), customers will usually be loyal or persist with the choice of the same 
company in consuming its products after the customer feels delighted. Loyalty refers 
to customers' high level of positive brand evaluation, seen from customer buying 
activities. Customer loyalty can be seen by the attitudes and behavior of customers and 
the level of purchase and voluntarily giving positive feedback on the company's 
products/services to others. 

When a person becomes a loyal customer, he or she will show repeated buying behavior 
and voluntarily inform others of the preferred product. Almost overall, the difficulties 
felt by cafe and restaurant managers in increasing customer loyalty, as researched by 
Atmaja and Yasa (2020), said that improving service quality can maximize customer 
loyalty. Therefore, to get satisfaction and increase customer loyalty, companies need 
to create above-average service quality so that satisfaction occurs seriously, and in the 
end, customers will become loyal (Furoida & Maftukhah, 2018). 

Customer loyalty is a commitment created by the company to reach its customers while 
making them addicted to its products and making competitors look normal in customers' 
eyes. Therefore, customer loyalty is essential to maintain the company's business 
continuity. Moreover, the effort that must be spent to get customer loyalty can be 
through the company's high-quality products and services (Panjaitan, 2017). In their 
research, Gunawan, Fathorrahman, and Handoko (2019) concluded that it had been 
found that there is an indirect contribution of product quality to customer loyalty 
through customer satisfaction. 

 

3. Conceptual Framework 

Based on the empirical studies that have been reviewed above and previous research 
that has been stated previously regarding the importance of the customer loyalty 
variable than in several aspects to achieve loyalty, according to the research, it is 
necessary to have a relationship between service quality, product quality, customer 
satisfaction, especially in this study, researchers are interested in making customer 
satisfaction (Figure 1). Therefore, a mediating variable to conceptualize and explain 
the influence of the independent variables in this study is service quality and product 
quality on the dependent variable, which is customer loyalty. Researchers are 
interested in researching further by describing the research and framework as follows: 

 
 
 
 

 
 
 

 
 
 

 
Figure 1. Conceptual framework 
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Hypothesis: 

H1: Service quality has a direct influence on customer satisfaction. 

H2: Product quality has a direct influence on customer satisfaction. 

H3: Customer satisfaction directly affects customer loyalty. 

H4: Service quality directly affects customer loyalty. 

H5: Product quality has a direct influence on customer loyalty. 

H6: Customer satisfaction indirectly influences customer loyalty, which mediates service 

quality. 

H7: Customer satisfaction, which mediates product quality, indirectly influences 

customer loyalty. 

 

4. Methods 

4.1 Participants 

The number of respondents is 100 Coffee Shop XXY customers and to process and 
analyze data using PLS. The respondents or samples in this study are consumers who 
come to Coffee Shop XXY to eat or drink there, and these consumers have enjoyed 
Coffee Shop XXY products more than once. 

 
4.2 Measurement 

Primary data sources obtained from respondents' responses to the online questionnaire 
use the google form, accessed using a QR code or via the google form link. Closed 
questions were made using a Five-Point Likert scale, where 1 point indicates a strongly 
disagree attitude and 5 points indicate a strongly agree attitude towards the questions 
on each indicator. This study uses the SEM-PLS model in the data processing. Table 1 
provides the operational definition of the variables used in this study. 

 
Table 1. Operational variables 

Variables Dimensions Symbol Question Item 

Service Quality 
(Parasuraman et 
al., 1985) 

Reliability X1.1 Employees serve well 

 X1.2 Employees serve quickly 

Responsiveness X1.3 Employees serve accurately 

 X1.4 Employees pay good attention 

Assurance X1.5 Employees behave politely 

 X1.6 Employees can answer questions well 

Empathy X1.7 Employees provide special services 

 X1.8 
Employees treat customers 
personally 

Tangible X1.9 Good looking employees 

 X1.10 
Coffee Shop XXY physical equipment 
is adequate 

Product Quality 
(Hanaysha, 
2016) 

Taste X2.1 Tasteful products 

Healthy Option X2.2 Clean meal 

Diversity of choice X2.3 Various products 

The presentation of 
food 

X2.4 Interesting product 

Temperature X2.5 Coffee temperature right 

Freshness X2.6 Refreshing product 

Customer 
Satisfaction (Wang 
& Lo, 2002) 

Satisfaction as 
fulfillment 

Y1 Satisfactory products and services 

Satisfaction as 
ambivalence 

Y2 
Willing to wait even though the 
service is a bit long when it is 
crowded 
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Table 1. Operational variables (cont…) 

Variables Dimensions Symbol Question Item 

Customer Loyalty 
(Griffin, 2002) 

Regular repurchase Z1 
Quite often buy Coffee Shop XXY's 
products 

Buy other products Z2 
Willing to buy other Coffee Shop 
XXY's products 

Willing to recommend 
to others 

Z3 
Willing to recommend Coffee Shop 
XXY to others 

Loyalty Z4 
I do not easily switch to other coffee 
products 

 
 
The research model design is presented in Figure 2, which explains two research 
variables, namely the independent and dependent variables. The research conducted 
has determined that the independent variables are service quality (X1) and product 
quality (X2), and the dependent variable is customer satisfaction (Y) and customer 
loyalty (Z).  

 
Figure 2. SEM-PLS Model 

4.3 Analysis 

The study uses quantitative methods, analyzing the relationship of each variable, using 
PLS to analyze the data obtained, and questionnaires using a Likert scale to determine 
attitudes and opinions of individuals or groups on social events. 

1. Evaluating the Outer Model 
An outer model means determining the size used to evaluate the validity and 
reliability of the model. Through the literacy of the solving procedure, the 
measurement model parameters (convergence validity, discriminant validity, 
multiple reliability, and Cronbach's alpha) are obtained, and the R² value is an 
indicator of the precision of the prediction example (Abdillah & Hartono, 2015). 
 

2. Evaluation of the Inner Model 

The coefficient of determination (R²) wants to determine the size of the latent 
dependent variable, which is clarified through the latent independent variable. 
R squared values of 0.75, 0.50, and 0.25 indicate if the model is robust, 
moderate, or weak (Ghozali, 2016). 
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5. Findings 

5.1  Respondent Characteristics 

From 100 respondents, it is known that most Coffee Shop XXY customers are adults who 
have worked, with professions as private employees or civil servants, both male and 
female. Details of customer profiles of Coffee Shop XXY by age, namely customers with 
an age range of 31-50 years are the most respondents (60%), followed by ages 21-30 years 
35 percent and the rest are aged 15-20 years (5%). Most of the respondents' professional 
characteristics were private employees, which reached 48 percent, followed by civil 
servants 18 percent, students 16 percent, entrepreneurs 10 percent, housewives 5 
percent, and others 3 percent. Coffee Shop XXY customers by gender are relatively 
balanced, of which 57 percent are male and 43 percent female. 

 

5.2 Outer Model Evaluation 

Ghozali (2016) said that researching the first stage can develop a measurement scale to 
contain a value of 0.5 to 0.6 as a good value. So, a loading factor limit of 0.60 was used 
in this study. Based on Table 2, the overall loading factor weighs more than 0.60. 
Therefore, all constructs are considered valid and follow the validity with a loading factor 
of more than 0.60.  

 

Table 2. Convergent validity 

Variable Indicator Outer Loading 

Service Quality 
(X1) 

X1.1 0.778 

X1.2 0.813 

X1.3 0.916 
X1.4 0.784 

X1.5 0.944 

X1.6 0.902 
X1.7 0.895 

X1.8 0.903 

X1.9 0.861 

X1.10 0.893 

Product Quality 
(X2) 

X2.1 0.757 
X2.2 0.769 

X2.3 0.784 

X2.4 0.809 
X2.5 0.735 
X2.6 0.785 

Customer Satisfaction (Y) 
Y1 0.656 

Y2 0.891 

Customer Loyalty (Z) 

Z1 0.786 

Z2 0.859 

Z3 0.762 

Z4 0.831 

 

The above results indicate that all indicators have met the requirements of convergent 
validity. Convergent validity is also assessed by AVE (Average Variance Extract), which 
explains that if the model has an AVE value of more than 0.5, The convergent validity 
category is relatively high. After eliminating the loading factor, which is less than 0.6, 
the model has an AVE value (Table 3). 

Table 3 shows that for each construct in the model, the AVE value is above 0.5. This 
shows that the data of this study meet the two convergent validity requirements 
(convergent validity). Therefore, the combination of the outer loading assessment and 
the AVE test showed that this study was valid for convergence and fulfilled the 
requirements to proceed to the following procedure. 
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Table 3. Average variant extracted (AVE) 

Variables AVE Remark 

Service Quality (X1) 0.758 Valid 

Product Quality (X2) 0.598 Valid 

Customer Satisfaction (Y) 0.612 Valid 

Customer Loyalty (Z) 0.657 Valid 

 

To examine the study model with good discriminant validity, two procedures need to be 

carried out: the results of cross loading and Fornell-Larcker criteria. The first method is 

the measurement of cross loading needs to show if the indicators of each construct need 

to be of higher value than indicators in other constructs (Table 4). 

 
Table 4. Cross loading 

Variables Indicator X1 X2 Y Z 

Service Quality (X1) 

X1.1 0.778 0.314 0.171 0.218 

X1.2 0.813 0.448 0.321 0.362 

X1.3 0.916 0.484 0.402 0.461 

X1.4 0.784 0.52 0.392 0.362 

X1.5 0.944 0.387 0.312 0.502 

X1.6 0.902 0.406 0.232 0.364 

X1.7 0.895 0.368 0.232 0.443 

X1.8 0.903 0.409 0.354 0.55 

X1.9 0.861 0.365 0.312 0.502 

X1.10 0.893 0.368 0.232 0.364 

Product Quality (X2) 

X2.1 0.474 0.757 0.513 0.518 

X2.2 0.53 0.769 0.478 0.296 

X2.3 0.447 0.784 0.458 0.348 

X2.4 0.457 0.809 0.5 0.337 

X2.5 0.184 0.735 0.702 0.153 

X2.6 0.206 0.785 0.891 0.302 

Customer Satisfaction (Y) 
Y1 0.41 0.404 0.656 0.345 

Y2 0.206 0.785 0.891 0.302 

Customer Loyalty (Z) 

Z1 0.297 0.285 0.279 0.786 

Z2 0.364 0.3 0.279 0.859 

Z3 0.444 0.313 0.296 0.762 

Z4 0.453 0.432 0.403 0.831 

 

The results of the cross-loading test show that the cross-loading value of each item on 
its construct is more than the value of loading with other constructs. Through that 
description, it can be concluded that there is discriminant validity without any problems. 
All indicators with a higher correlation coefficient with each construct will be compared 
with the correlation coefficient of indicators in the constructing block to other columns. 

The second procedure for further testing is the Fornell Lacker criterion (Table 5). To 
obtain good discriminant validity through a study model, the AVE root in the construct 
needs to be higher than the relationship between the construct and other latent 
variables. Based on the results of the Fornell Larcker criterion in this study, it can be 
concluded that the data is considered if all variables have a higher value than other 
variables in one column. 

Table 5. Fornel-larcker criterian 

Variable X1 X2 Y Z 

Service Quality (X1) 0.871       

Product Quality (X2) 0.471 0.773   

Customer Satisfaction (Y) 0.352 0.799 0.783  

Customer Loyalty (Z) 0.493 0.42 0.396 0.81 
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The quality of service (X1) is observed in the table above, worth 0.871 or higher than 
other variables in one column. Product quality (X2) is worth 0.773 or has a higher value 
than the service quality in one column. As is the case with customer satisfaction (Y1) has 
a value of 0.783, which exceeds the value of customer satisfaction with service quality 
and product quality. Customer loyalty (Z1) also has a value of 0.81 above loyalty with 
satisfaction, product, and service quality. On that basis, according to the explanation in 
the table, it is concluded that the data model tested in this study follows the 
requirements or characteristics that show evidence if the construct in the model has 
discriminant validity and is the initial stage before testing the hypothesis after going 
through various stages of testing. 

The acceptable detailed composite reliability values in exploratory studies range from 
0.60 to 0.70 (Abdillah & Hartono, 2015). Based on the study results, it can be concluded 
that the overall reliable construct, including composite reliability or Cronbach's alpha, is 
worth more than 0.70. On that basis, all variables in this research model have internal 
consistency reliability. Based on the previous data, it is concluded that this study has 
convergent validity, discriminant validity, and internal consistency reliability, which are 
both good. 

 
5.3  Evaluation of the Inner Model 

Path coefficient test shows a positive or negative relationship between variables. This 
path coefficient test uses the PLS Algorithm technique. The description in Table 6 shows 
that almost all relationships between variables are positive, except for the relationship 
between service quality (X1) and customer satisfaction (Y), which is negative. The most 
significant construct relationship is between product quality (X2) and customer 
satisfaction (Y) 0.814. 
 
Table 6. Path coefficient 

Variable X1 X2 Y Z 

Service Quality (X1)   -0.032 0.385 

Product Quality (X2)   0.814 0.083 

Customer Satisfaction (Y)    0.194 

Customer Loyalty (Z)     

  

The structural model test. The assessment stage of the study model using PLS begins by 
looking at the R-square in each latent dependent variable. The higher the R square value, 
the better the prediction model for the proposed study model. Attached is the R-square 
estimation result using SmartPLS (Table 7). 
 

Table 7. R-square 

 Variables R-square R-square adjusted 

Customer Satisfaction (Y) 0.640 0.632 

Customer Loyalty (Z) 0.302 0.280 

 
From the calculation results above, the R-Square value is 0.640 for customer satisfaction. 
This means that the value of the influence of service quality and product quality is 64 
percent on customer satisfaction, and the remaining influence is on other variables 
outside the study. Then the R-Square value is 0.302 for Customer Loyalty. This means 
that the value of the influence of service quality and product quality is 30.2 percent on 
customer loyalty, and the remaining influence is on variables outside the study. The 
observed values are obtained by the model and the estimated indicators. A Q2 value 
greater than 0 indicates that the model has predictive relevance, and a Q2 value smaller 
than 0 means the model has no predictive relevance. This is in line with Ghozali (2014). 

The results obtained from Table 8, predictive relevances, show that the Q-Square value 
is 0.335 for customer satisfaction and 0.157 for customer loyalty above 0, which means 
the model has predictive relevance or has a good observation value. To validate the 
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model as a whole, it uses the Goodness of Fit (GoF) index, which was introduced by 
Tenenhaus et al. (2004) and can be referred to as the GoF index. 

Tabel 8. Results predictive relevance 

 Variable SSO SSE Q² (=1-SSE/SSO) 

Service Quality (X1) 1.000.00  1.000.000  0.000 

Product Quality (X2) 600.000  600.000  0.000 

Customer Satisfaction (Y) 200.000  133.049  0.335 

Customer Loyalty (Z) 400.000  337.242  0.157 

 

The basis for hypothesis testing is the value contained in the output path coefficients. 
This hypothesis testing technique uses the Bootstrapping technique. The following is the 
estimated output-table for testing the structural model (Table 9). 
 
Table 9. Path coefficient 

 
Original 

Sample (O) 
T-statistic P Values 

Service Quality (X1) Customer Satisfaction 
(Y) 

-0.032 0.274 0.785 
Product Quality (X2) -> Customer Satisfaction 
(Y) 

0.814 10.979 0.000 

Customer Satisfaction (Y)-> Customer Loyalty 
(Z 

0.194 1.077 0.282 

Service Quality (X1) -> Customer Loyalty (Z) 0.385 2.612 0.009 

Product Quality (X2) -> Customer Loyalty (Z) 0.083 0.367 0.714 

Figure 3. Outer Model Construct Result 

 

  

-0.006 

0.158 
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The significance figure to support the hypothesis of a study can compare the value 
between the t-table and the t-statistic (Abdillah & Hartono, 2015). The results of the t-
statistic must exceed the value of the t-table to support the hypothesis. For example, 
the 95 percent confidence level (alpha 95%) means that the t-table exceeds 1.961 from 
the two-tailed hypothesis. Tests with the bootstrap technique are intended to avoid 
abnormal problems in research data.  
 

Tabel 10. Hypothesis indirect effect 

  
Original 

Sample (O) 
Sample 

Mean (M) 

Standard 
Definition 

(STDEV) 

T-statistic 
(|O/STDEV|) 

P Values 

X1 -> Y -> Z -0.006 -0.002 0.032 0.194 0.846 
X2 -> Y -> Z 0.158 0.145 0.151 1.046 0.296 

According to Tables 9 and Table 10, it can be seen that from the seven existing 
hypotheses, all hypotheses are supported, which is indicated by the t-statistic value that 
is greater than the t-table. Almost all hypotheses show a positive effect, except for the 
first and sixth hypotheses, with a negative beta coefficient. The first hypothesis means 
that service quality directly affects customer satisfaction. For hypothesis 6, service 
quality does not indirectly affect customer loyalty with customer satisfaction as a 
mediating variable. 

 

6. Discussions 

This study aims to determine what factors can create customer satisfaction and loyalty 
at Coffee Shop XXY by analyzing the relationship between service quality and product 
quality on customer loyalty. Focus on the importance of getting customer loyalty because 
customer loyalty here can maintain the company's business continuity in the long term 
by establishing good relationships with customers. Several factors can affect loyalty 
itself. This study found that each of the three variables, namely service quality, product 
quality, and customer satisfaction, influenced customer loyalty. According to previous 
research by Anggraeni, Retnoningsih, and Muhaimin (2019), customer satisfaction and 
customer loyalty have a positive and significant meaning. 

From the research that has been done, it is known that service quality has an indirect 
and negative effect on customer satisfaction. In contrast, the product quality variable 
has a direct and significant effect on customer satisfaction, and customer satisfaction 
directly affects customer loyalty. This is in line with the research of Kusumasasti, 
Andarwati, and Hadiwidjojo (2017); Shin, Hwang, Lee, and Cho (2015); Kartikasari and 
Albari (2019), meaning that it can be said that product service quality can indeed increase 
loyalty, but not as much as the influence of product quality and customer satisfaction. 
Other studies that are in line with this research are the research of Carranza, Díaz, and 
Consuegra (2018), Tripayana (2020), Kartikasari and Albari (2019) that customer 
satisfaction has a significant positive effect on customer loyalty. In this case, product 
quality and customer satisfaction at Coffee Shop XXY have great power to gain customer 
loyalty. 

Coffee Shop XXY has served customers well but needs to be continuously improved. At 
Coffee Shop XXY has used experienced staff. Low waiting times will make customers have 
a good relationship with the company in the long term to return to the coffee shop and 
make it comfortable for customers. Customers so that when they return to the store for 
a cup of coffee, they will be happy and satisfied. This is in line with previous research in 
the Maftukhah (2018), Widayan (2018), and Widayanti (2016) studies, as well as research 
conducted by Siswandi, Muharam, and Hannan (2019), with the finding that an increase 
in service will provide an increase in loyalty. 

Then here, Coffee Shop XXY has obtained customer satisfaction through research on 
product quality variables with a positive and significant effect on customer satisfaction. 
This means that the quality of the coffee shop's products is good, and in the end, the 
customers are satisfied. Coffee Shop XXY has also met expectations and received 
appreciation from customers by getting this satisfaction, so they will not think twice 
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when returning to the store to enjoy their products. This is reflected in the coffee shop 
customers who are always busy arriving and with the advantages provided by the store 
through the products they offer. These quality products have been proven through this 
research. Similar to previous research (Lee, Moon, & Song, 2018), which found the 
meaning of a positive and significant influence between product quality on customer 
satisfaction. According the resulting study of Afnina and Hastuti (2018) also found the 
meaning of a positive and significant influence between product quality on customer 
satisfaction. 

Nevertheless, it is not directly proportional to the quality of the product; in this case, 
the service quality of Coffee Shop XXY does not affect customer satisfaction, so here, 
the service quality of Coffee Shop XXY is still unable to meet customer expectations. 
Therefore, the customers do not get satisfaction from the quality of service provided by 
Coffee Shop XXY. However, following previous research by Dhisasmito and Kumar (2020) 
in several trendy coffee shops in Jakarta, service quality with its five dimensions has a 
positive contribution and meaning to customer satisfaction. 

Our research also found a positive indirect effect of product quality on customer loyalty 
but not significant with customer satisfaction as a mediator. This is line Kusumasasti, 
Andarwati, and Hadiwidjojo (2017), which shows that product quality did not significantly 
affect customer loyalty through customer satisfaction as a mediator. 

This research has been attempted and carried out following scientific procedures. 
However, it still has limitations, namely, firstly, the number of respondents is only 100 
people; although it is representative, it is still not enough to describe the actual 
situation. Second, the research object is only focused on one place and is carried out on 
the spot, where this survey can also be done through social media. Furthermore, in 
collecting data, the information provided by respondents through questionnaires 
sometimes does not show a valid opinion. 

7.  Conclusions 

 Based on the results of research conducted, researchers can conclude that service quality 
affects customer satisfaction indirectly, while product quality directly and significantly 
affects customer satisfaction. This illustrates that the products provided can affect 
customer expectations. Furthermore, the quality of service and product quality directly 
affect customer loyalty; the better the service and the quality of the products provided 
affect customer loyalty. Likewise, with customer satisfaction directly affecting customer 
loyalty, it can be seen here that customer satisfaction is essential in building loyalty. 

 Product quality has a positive indirect effect on customer loyalty through the mediation 
of customer satisfaction. In comparison, service quality negatively affects customer 
loyalty through the mediation of customer satisfaction, which illustrates that other 
variables influence customer loyalty. 

8.  Recommendations 

Coffee Shop XXY is advised to ask for customer feedback and conduct research regularly 
to find out what customers want and improve service quality and product quality, which 
will impact customer satisfaction and loyalty. For further research, it is possible to add 
variables outside of the research that is here because seen from some of the results 
outside of our research variables, and it turns out that outside the quality of service, 
product quality is like the atmosphere of a coffee shop which may influence customer 
satisfaction and customer loyalty.
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