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Abstract - This research aims to understand the impact that product/service quality and corporate image have on customer 
loyalty. This study refers to corporate image as the reputation in the market, positive perception in the market and 
word-of-mouth. On the other hand product/service quality refers to customer experience with availability and variety of 
products, transparency, service assurance and responsiveness. Customer loyalty refers to customers who talk positively for the 
company, recommend the company to others, consider it the first choice in the market and consider being a customer in the 
future. This research has been conducted on collecting primary data through questionnaires distributed to a sample of 100 and 
it is based more on numerical data and statistical analysis using SPSS Statistics through correlation and regression. Results 
show that service/product quality and corporate image have a positive impact on customer loyalty.  

 
Index Terms - Corporate Image, Customer Loyalty, Loyalty Benefits, Service/Product Quality.  
 
I. INTRODUCTION 
 
This research focuses on improving relationships with 
existing consumers rather than creating new ones. 
Improving relationships with existing customers has 
an impact on creating loyalty through which various 
benefits such as lowering marketing costs, increasing 
sales success, positive words to the company, 
strengthening the company’s position in the market 
and advantage over the competition. By reviewing the 
literature, initially there will be an analysis of different 
customer loyalty terms. Then, the focus will be on the 
theoretical part of service quality and corporate image 
effect on customer loyalty. Finally, the focus of this 
research will be on the benefits that loyal consumers 
bring.  
 
In order to have a broader picture of the effect that 
product/service quality and corporate image have on 
customer loyalty, primary data have been collected by 
surveying a sample of 100. Through the results of 
these questionnaires, theoretical and practical aspects 
are compared, suggesting that service quality, 
corporate image  and word-of-mouth have positive 
impacts on customer loyalty.  
This study has two hypotheses: 
H1: Product/Service Quality has a positive impact on 
Customer Loyalty. 
H2: Corporate Image has a positive impact on 
Customer Loyalty. 
 
II. LITERATURE REVIEW 
 
A. Customer Loyalty 
Not all satisfied customers are loyal. 40% of customer 
who show that they are happy, switch to another 
company if they have a better offer, 65% to 85% of 
consumers choosing a new supplier show that they 
were satisfied with the old supplier and many  
 

 
consumers buy only because of their habits [23]. Such 
examples prove that most of the factors that affect the  
creation of customer loyalty must be understood in 
order to create competitive advantage over others. 
This research is important because it focuses on 
strengthening existing relationships with existing 
consumers, which is the company’s main goal [1].   

 
Reference [1] indicated that attracting new customers 
is one of the most important things but it should be 
seen as an initial step, as strengthening relations and 
having loyal customer is the main thing. In the past, 
traditional marketing was more focused on attracting 
new customers than retaining existing ones. 
Nowadays, customer loyalty and customer retention 
are main goals of the most successful organizations. 
Customer loyalty is displayed through repetitive 
purchases, positive words and recommendations.  
 
Loyalty is something customers can show toward 
brands, services, shops and activities [24]. Customer 
loyalty is consumer’s positive attitude toward a 
company and it is believed that a loyal consumer will 
repurchase company’s products or services and 
recommends product(s) to others [2]. High customer 
satisfaction leads to loyalty towards the company and 
reduces customer sensitivity to competition [10].  

Customer loyalty is a concept that describes the 
outcome of a relationship between the company and 
the consumer. In order to gain loyalty, company can 
provide assurances that would increase value for 
consumers [6].  
 
Customer loyalty can be divided into three 
conceptualizations [6]:  
1. Monogamy – loyalty that leads to relationship with 

the brand.   
2. Polygamy – loyalty expressed in terms of behavior. 

This is explained as loyalty divided into several 
marks.  
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3. Lack of loyalty or weak loyalty – purchase is 
expressed by individual characteristics, 
circumstances or purchase situation.  
 

Monogamy – customers have strong confidence in the 
brand and are deeply committed to re-buy a specific 
brand in the future [6].  
Polygamy – in this case loyalty is defined from past 
purchase experiences. These consumers continue to 
buy the brand, not because of their strong positive 
behaviors, but because it is not worth looking for other 
alternatives and at the same time are satisfied with the 
brand. Satisfaction does not mean that consumers are 
dedicated to the brand as they will change it if there are 
no available products or sufficient stock [6].  
 
Lack of loyalty – weak loyalty or cases with no 
loyalty are justified as cases when customers have 
mixed wishes. Behaviors and strong beliefs toward a 
brand are not enough to determine behavior because 
there are other factors influencing the behavior of the 
purchase. These factors are divided into three main 
topics [6]: 
1) Personal circumstances – Budgetary impact and 

time pressure.  
2) Personal characteristics – need for variety, habits 

and needs for adaption. 
3) Purchase situation – availability of products or 

promotions.  
 

One of the structured where meters of attitude and 
behavior combine in order to overcome eventual 
problems relates to the categories of loyalty, which are 
[20] [11]:    

1) No loyalty – this is more apparent to gasoline 
dealers, where it is seen that about 85% of gas buyers 
are not loyal to any brand or location [20]. Reference 
[11] explained that we should always avoid consumers 
that are part of the category “no loyalty” because they 
will never be loyal and will not add any financial value 
to the business.  

2) False Loyalty– in such cases, repetitive purchases 
may be based on the availability of the required 
products, special offers, comfort or influence from 
other persons. Customer may be temporarily loyal, 
staying open to competitive bidding. If a product from 
another brand is easier to buy, customer will not 
hesitate to buy it [20]. According to [11] these 
customers buy only because of their habits. So they 
buy because “always have done so” or “because it is 
appropriate”. This customer can always be ready for 
competition products if he/she sees any benefits. 
These customers exhibit visible behaviors (through 
purchase) but have a poor attitude towards the brand 
[6].   

3)  Hidden loyalty – is when the customer has a 
relatively high attitude towards a brand, but this is not 
expressed by behavior. This is the result of situation 
influences – including inadequate store locations, 
situations where the store does not have enough stock 

and influences from other people [20].  Effects of the 
situation have a greater impact on the repetition of the 
purchase rather than the reasons for the attitude [11]. 
These customers have a great attitude towards the 
product but they do not show it through purchase – so 
the behavior is in low level [6].  

4) Sustainable loyalty – exists when consumers 
make large-scale re-buying, as they have a strong 
preference (high relative attitude) towards the brand. 
Sustainable loyalty is achieved when the company has 
developed a proposal that has long-term benefits to the 
consumer [20]. People are proud of using the product 
and are delighted to share its information with family 
members. These consumers become supporters of the 
product or service and constantly refer others to that 
product [11]. These customers are the most preferred 
because they exhibit high attitude and behavior 
towards the brand [6].  

 
B. Four Cs of Loyalty 
There are 4Cs of customer loyalty must also be 
understood [21]: 

1) Captive – they continue to own a brand, product 
or service because they only have this choice. These 
customers have little chance of changing, or other 
opportunities involve higher costs. These customers 
are delighted with the brand. People should not do a 
mistake and think that these customers will not choose 
competition. Very often, closed customers change the 
brand if they see better deals at lower costs.   

2) Comfort seekers – are attracted by factors that 
bring comfort. These customers exhibit behavior that 
involves re-purchases or frequent visits to a store, but 
they lack attitude towards the store. So these 
customers do not hold a certain attitude towards the 
brand because comfort dominates in their choices. 
Consumer choices can be influenced by factors such as 
size, reputation or availability 

3)  “Contented Customers” – they have a positive 
attitude towards the brand, but they lack in behavior. 
This means that they continue to be customers, but do 
not increase their activity by using other company 
products or services or by increasing their purchases 
towards the brand. This lack of brand commitment 
may be because brand-related products do not meet 
customer requirements, or that these customers make 
separate decisions for each purchase. Contented 
customers are likely to buy a brand and support it with 
positive words. However, these customers may not be 
profitable as they are users of large number of brands 
and dedication to one may not be at the right level to 
generate profit.  

4) “Committed Customers” – are positive in both 
attitude and behavior. Many of these consumers 
appear to be very happy with the brand. These make 
constant purchases and are spreading positive branded 
words to other customers. Committed customers are 
resistant to the efforts of competitors to lure them and 
they do not consider the other brands at all. These 
consumers bring value to the brand and are always 
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enthusiastic about keeping relationships with specific 
stores. 

 
C. Product/Service Quality and Corporate Image  
Reference [2] showed that consumer loyalty is 
identified with two dimensions: that of attitude and 
behavior. Attitude components include notions such 
as: aim to re-purchase, willingness to recommend the 
company or its products to other, resistance to the 
competitors, and willingness to pay a more expensive 
price. Behavioral aspects represent: repeated actual 
purchases, communicating positive words to others 
and constant preference for a same product or a brand. 
Through customer loyalty, companies can develop a 
competitive long-term advantage. Loyalty dimensions 
can be divided into two distinct categories: perceived 
factors (satisfaction and belief) and behavioral factors 
(number of items purchased) [5].  A classification of 
factors that affect customer loyalty is: evaluation 
judgment (service quality, consumer satisfaction), 
interrelated results (trust, dedication) and company 
dynamics (corporate image, communication and cost 
of change) [5]. Trust and perception are needed in 
order to create long-lasting relations with  consumers 
[8]. Companies should show devotion towards 
customers because that is how they can maintain a 
valued relationship [18].  
 
D. Quality of services:  
A positive relationship has been identified between 
quality of services and purchase aims, 
recommendations and resistance to better alternatives 
[2]. Over the years, researchers have found and studied 
a large number of factors that affect brand loyalty to 
the brand [19]. When customers are provided with 
expected value or consumer satisfaction, this is 
understood to be an improvement in loyalty aims and 
customer retention [15]. Empirical researches have 
proposed that quality of services is the main factor of 
consumer satisfaction, where the latter is treated as a 
source of loyalty [7]. When customers are satisfied 
with the products/services of the company they are 
strongly associated with intention to return to the same 
company in the future [13].  
 
E. Corporate Image: 
Corporate image is the overall impression of the 
company on the public’s mind [4]. Regarding the 
physical character and behavior of a company, 
corporate image shows a general perception of people 
for a particular firm [16]. It is understood that a good 
corporate image influences the growth of customer 
loyalty, influencing the latter to buy products 
continuously [16]. Consumers who are already loyal 
will support a certain brand to their family or friends. 
This behavior will affect the creation of young 
consumers as the positive words of close relatives 
have a great impact on us [14].  

 
F. Benefits of Customer Loyalty  
Consumer-centered marketing encourages companies 
to meet the needs and demands of consumers, through 
which this trend enables increased productivity of the 
company. Consumer loyalty is a very important 
objective for strategic marketing planning and 
represents the basis for developing a sustainable 
competitive advantage [3]. Reference [16] showed 
that in the service industry, customer loyalty is very 
important to create and maintain competitive 
advantage. Economic advantages are more related to 
keeping loyal customers than reaching new customers. 
A significant increase in profit is a result of a small 
increase in loyal customers. Loyal customers become 
even more profitable when they stay with the company 
for a longer time. According to [16] it is believed that 
long-term customer relations with the service provider 
are very important for the company’s success in 
competitive markets. Business success is achieved by 
loyal customers through their frequent purchases, 
through positive words, their high pricing and 
providing new recommendations. The advantage of 
loyal customers is seen not only in increasing the 
company’s value but also in maintaining low costs by 
not spending on reaching new customers.   
 
When company improves relationships with existing 
customer – profit grows. Companies can increase their 
profit by almost 100% with only 5% increase in 
customer retention [22].  
 
Loyalty programs bring profit to a company because 
[9] [17]:  
1) Costs to serve customers are lower. 
2) Loyal customers are less sensitive to prices. 
3) Spend more on the company. 
4) Loyal customers distribute positive 

recommendations for the preferred brand.  
 
There are some specific costs involved in service to 
new customers such as forecasts, customer control and 
database account registration. These costs imply that 
the costs of service to a new customer exceed those of 
a repeated customer  
 
Reference [11] showed that increasing consumer 
loyalty can bring cost savings to six areas:  
1) Reduce marketing costs (to reach new customers). 
2) Reduce transaction costs, such as negotiation and 

processing. 
3) Reduce costs for outgoing customers (fewer 

customers to replace). 
4) Increase success in sales. 
5) More positive words for the company. 
6) Assuming loyal customers are also satisfied, the 

costs of failure also decrease. 
 
The influence of customer loyalty on the company’s 
profit is seen in six different aspects [6]: Cost to win 
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new clients: Almost every firm needs to invest in 
acquiring new customers. Costs to win new customers 
can be tangible like advertising costs and intangible 
costs such as manager’s time and the use of sales 
people to attract new customers.  Base profit: In 
normal businesses the price that the customer pays for 
the product is higher than the costs, which means that 
profit is generated. This profit from purchases is called 
baric profit. The conclusion is that the longer we have 
a customer the longer we will earn the basic profit.  
 
Revenue by Each Customer: In the majority of 
businesses, consumer spending tends to increase over 
time. This phenomenon is explained by the fact that an 
long time customers become closer to all the 
company’s products, expanding purchases into other 
product categories. This means that loyal customers 
spend more on the company, so they need to 
strengthen relationships with them. Reference [12] 
showed that committed customers are willing to invest 
more in valuable assets.  Operational Costs: As the 
customer becomes more familiar with the company, 
he/she learns to be more efficient. When consumers 
know the company’s products they require less 
information and advice from employees which 
directly reduces the company’s costs [6].  
 
References: Another advantage of loyal customers is 
that satisfied customers tend to recommend the 
company to others through positive words. For 
example, Lexus and many insurance agents show that 
they get more customers from referrals than other 
forms. Also, these customers who make 
recommendations to others are thought to be more 
qualitative – bringing more profits and staying close to 
the company for a longer time compared to other 
customers who only respond to advertisements or 
price promotions [6].  Premium Price: It is argued that 
long time customers would pay higher prices than new 
customers. This is probably due to the fact that new 
consumers are attracted more by lower prices or other 
offers. Another explanation of this phenomenon is 
about brand replacement costs. Consumers have cases 
when they are loyal to the company because the costs 
of switching to another company would be too high. 
Therefore, these customers would pay higher prices to 
avoid brand change. Also, as long as customers have 
been close to the company over the years, they are less 
sensitive to prices [6].  
 
III. METHODOLOGY   
 
This research conducts a quantitative analysis in order 
to explain the correlation and linear relation among the 
dependent variable and independent variables.  A 
questionnaire based on a Likert Scale “1 - totally 
disagree” to “5 - totally agree” was delivered to 200 
test subjects and 100 replies were received.  

 
IV. RESULTS 
 
The dependent variable of the study is customer 
loyalty while independent variables are 
product/service quality and corporate image.  Pearson 
correlation has been used to analyze the impact of 
these factors on customer loyalty variable. According 
to the table below (table I) the correlation coefficient 
between product/service quality and customer loyalty 
is 0.867 and also by considering p-value = 0.000 
which is smaller than 0.05, the hypothesis stating that 
the independent variable product/service quality 
positively influences customer loyalty is 
acknowledged. According to the table below, 
correlation coefficient between corporate image and 
customer loyalty is 0.976 and p-value = 0.000 which is 
smaller than 0.05, the hypothesis stating that variable 
corporate image positively affects customer loyalty is 
acknowledged.  
 

Table I Correlation between variables. 

 
 

Regression is the second analysis that will be 
conducted within the study. Table II shows that with 
the significance of the model of the study is at the 
acceptable level the significance is 0.000 

Table II ANOVA 
Model Sum of 

Square
s 

D
f 

Mean 
Squar
e 

F Sig. 

Regressio
n 
Residual 
Total 

58.491 
2.644 
61.135 

2 
9
7 
9
9 

29.24
5 
0.027 

1072.71
9 

0.000
b 

 
Table III-a and table III-b provide the coefficients for 
the linear equation and the significance figures for the 
variables. It can be seen that all significance figures 
are < 0.05. As it can be seen in the table III-a, the 
regression function is: 

 
Customer Loyalty = 0.125(Product/Service 

Quality) + 0.851(Corporate Image) + 0.029. 
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According to equation above every 1 standard unit 
increase (1 unit increase refers to 1 level shift of the 
opinion of the participants with respect to their 
agreement on the subject matter) in service quality 
causes 0.125 increase in customer loyalty. Also 1 
standard unit increase in corporate image causes 0.851 
increase in customer loyalty.  

 
Also the “multicollinearity” does not seem to be a 
problem because the VIF figures are less than 10 (table 
III-b).  

Table III-a Coefficients 
Model Unstandardized 

Coefficients 
Standardized 
Coefficients 

 B           
Std.Error 

Beta 

(Constant) 
Product/Service 
Quality 
Corporate 
Image 

0.029       0.049 
0.125       0.045 
 
0.851       0.040 

 
0.115 
 
0.878 

 
Table III-b Coefficients 

Model T Sig.  Collinearity 
Statistics  

   Tolerance      
VIF 

(Constant) 
Product/Service 
Quality 
Corporate Image 

0.599 
2.803 

 
21.414 

0.551 
0.006 

 
0.000 

0.265            
3.769 
 
0.265            
3.769 

 
Findings of the linear regression indicate that both 
hypotheses are supported. From the results through 
linear regression it is understood that both service 
quality and corporate image have a positive effect on 
customer loyalty. 

 
Table IV Hypothesis of the study. 

Hypothesis Findings 
Hypothesis 1: 
Product/Service Quality 
has a positive impact on 
Customer Loyalty. 
Hypothesis 2: Corporate 
Image has a positive impact 
on Customer Loyalty. 
 

Hypothesis 1: 
Supported. 
 
Hypothesis 2: 
Supported. 

 
CONCLUSIONS 
 
Discussion 
This research has shown that product/service quality 
and corporate image have a positive impact on 
customer loyalty. Understanding these characteristics 
means great importance to companies as the focus is 
constantly shifting from creating new customers to 
improving relationships with existing customers. It is 

understood that focusing on the increase of service 
quality and corporate image in the market will have a 
positive impact on customer loyalty which means that 
customers would make repeated purchases, positive 
recommendations to others and would consider buying 
in the same company in the future.  From this research 
it is understood that factors such as quality of services 
and company’s image have a positive impact on 
customer loyalty. This means that with the increase of 
factors mentioned above, consumer loyalty increases.  

 
FUTURE RESEARCH RECOMMENDATIONS 

 
It is recommended that researchers focus on studies 
that try to understand the relationship among customer 
loyalty, switching cost, trust and dedication. 
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