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Abstract— A growing concern for people’s health has brought 

out a need of a better healthcare. People will be more selective to 

use a healthcare services. The seed of service repurchase for 

healthcare started from their loyalty toward the healthcare 

services provider. People went through service experience to 

evaluate their satisfaction toward service given to them. 

Naturally, people will be satisfied if they had experienced the 

services beyond their expectation. However, public opinion to the 

healthcare services provider affect their choice. This research 

aimed to evaluate the new dimension of healthcare services on 

their satisfaction and loyalty. In addition, this research also 

evaluated the moderating effect of hospital image while creating 

people’s loyalty in private hospital. This research took place in 

three private hospital in Medan. A number of 150 inpatients 

participated in this research. Data were collected through 

questionnaires and structured interview. The data was analyzed 

using second-order partial least squares. This research showed a 

positive and significant effect of service quality toward 

inpatients’ satisfaction.Loyalty can only affect indirectly through 

satisfaction. The presence of hospital images slightly strengthen 

inpatients’ loyalty toward healthcare services provider. However, 

it is insignificant. This study suggested that hospital management 

should focused on improving their patient educational services 

and their staff professionalism as both services perceived higher 

on service quality. 

Keywords— Hospital Images, Service Quality, Satisfaction, 
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I.  INTRODUCTION  

Demand for private healthcare services has been increasing 
for last decade, especially in Medan, North Sumatera. People's 
trust toward private healthcare services provider keeps on 
growing. They believed that the private healthcare services 
mostly better than the government one. On a single glance, 
people will mostly perceived that the private one better than the 
government one. Most people believed that private healthcare 
services had more sophisticated and modern medical 
equipment. To put it simply, they private healthcare service 
provider gave a better performance. 

Healthcare service industry, like other services, required a 
lot of interaction with its customer to determine their 
successfulness [1]. The core for their success factor was related 

to the perceived service quality, satisfaction, and customer 
loyalty. Even though most people believed that the private will 
perform better, the customer behavior is dynamic. People’s 
preference may change overtime. 

In order to maintain the existing customer behavior, it is 
important to achieve the customer loyalty. According to the 
previous study on medical field, customer loyalty or patient 
loyalty can be achieved according to their experience while 
consuming the services [2]. Thus, it is related to the service 
quality itself. However, according to marketing concept, 
service consumption and evaluation will ended up on 
dissatisfied, satisfied, or delighted. A loyal behavior can only 
occurred on satisfied and delighted customer [3]. 

Parasuraman et al. [4] already stated one’s service quality 
become a key success factor for sustainability in a competitive 
market. Service quality is generated through service delivery, 
the routine that delivered for each customer. We should keep a 
note that the key success factor for service quality was not the 
procedure or the operation itself, but the perceived service 
quality on customer's perspective [5]. Thus, it is important to 
evaluate the services that perceived by the customer. The 
perceived service quality will affect their satisfaction level 
[6,7]. The significance for these finding is the rapid change for 
recent years' hospital service quality. They steadily improve the 
services to be better than another competitor on the field. 

Bowen and Chen [8] warned that satisfying the customer 
was not enough, they should be delighted with the services to 
generate their loyal behavior. Satisfy the customer and brought 
up their loyalty is actually not an option for services provider, 
especially the private one, as people will be more aware. It is a 
must, a task to carry out if they were willing to create a 
competitive advantage and sustainable growth for a long term 
[9].  

As we talked about today’s society, public brand image 
became an important factor to be evaluated. Hsieh and Li’s 
study [10] showed that brand image played as moderating 
variable which strengthen the effect of public relation’s 
effectiveness. Chung et al.’s study [11] also empirically 
showed that a favorable companies with a good brand image 
will perceived better on delivering CSR. Hospital manager also 
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spend a lot of money to build the corporate’s image. They do 
not wish that people negatively perceived themselves. 
However, it is still unclear whether the image actually will 
strengthen people’s loyalty or not. 

This research was aimed to investigate the effect of 
perceived service quality on patients’ satisfaction and loyalty, 
as well as the important aspect of service quality on patients’ 
perspective for private healthcare services provider in Medan. 
Moreover, we investigate the role of brand image in 
relationship between perceived services quality with 
satisfaction and loyalty. 

II. LITERATURE REVIEW 

A. Benefit of Loyal Patients and how to measure it 

Marketers agreed to the term that one of final goal of 
marketing activities was achieving customer loyalty [12]. It 
was the source of company’s long-life profit as well as the 
source of sustainable competitive advantage [13]. Wright et al. 
illustrated that loyalty, in service context, described as their 
behavior and willingness to repurchase the services in the 
future repeatedly. They will also voluntarily recommend their 
friend or other to the product (or service provider). Loyalty is 
more than a consistent repurchase behavior. 

A loyal patient will not easily swayed to other healthcare 
provider. Thus, a loyal patient will be more likely to use our 
healthcare services when they or their family need it. In a nut 
shell, loyal patient will retain themselves to use our services in 
the near future. Based on previous studies, it is around fifteen 
times more expensive to gain a new customer than maintaining 
the existing one [14]. Retaining the customer become more 
strategic way to achieve sustainability for a long term. 

Researcher agreed on how a loyalty reflected toward 
customers’ behavior. Firstly, they will repurchase or reuse the 
product and services (repurchase). Secondly, they will be 
harder to shift toward other product (retain). Lastly, they will 
recommend the product to other, family, friends, even collage 
(recommend). 

B. Relationship of Satisfaction and Loyalty 

Satisfaction was not inherent with the products or services 
but their perception toward its attribute [15]. Naturally, each 
person’s satisfaction level for the same service will vary 
according to each individual [16]. The concept of satisfaction 
related to customers’ evaluation toward their previous 
consumption, either product or service [17].The customer will 
compare their previous experience with the expectation. They 
will be satisfied if at least their consumption meets their 
expectation. In contrast, they will be dissatisfied if it can not 
meet their expectation. Lovelock and Wright explained that 
there is a huge difference in loyalty behavior on the one that 
satisfied with the one that extremely satisfied (delighted). Thus, 
we expect the positive effect of customer satisfaction to their 
loyalty. 

C. Service Quality and Patients’ Satisfaction 

Parasuraman [18] stated that service quality is a multi-
dimension concept. It should not be explained separately. 
According to Parasuraman, service quality had five 
dimensions: (1) tangibility, (2) empathy, (3) responsiveness, 
(4) reliability, and (5) assurance. Lubis’s study [19] expanded 
the dimension in accordance with the healthcare practice in 
North Sumatera and summarized ten dimension of healthcare 
service quality: (1) patient educational services, (2) staff-
professionalism, (3) food aspect, (4) assurance, (5) 
responsiveness and convenience services, (6) empathy, (7) 
cleanliness, (8) well-educated staff, (9) people trust-gaining 
services, and (10) reliable services. 

Customers’ satisfaction was evaluated based on their 
experience toward the given services. There was a direct 
relationship between the perceived service quality and their 
satisfaction. According to our literature, a better service lead to 
satisfaction. Jiang and Wang’s Study [20] showed that on a 
utilitarian services such as healthcare services, it is important to 
show the pleasure of good services than arousing the 
satisfaction itself. Ahmed et al. [21] empirically showed that 
the service provided by healthcare provider will positively 
affect their satisfaction and loyalty. 

D. Previous role of brand image 

Brand image lied on people’s mind. It based on both their 
capabilities and more emotional aspect [22]. It represent the 
corporate on public’s mindset [23]. Chung et al. evaluated the 
moderating effect of brand image on CSR and Loyalty. Indeed, 
the brand image strengthen people’s acceptance toward the 
CSR act on their loyalty. Our present work investigate the 
moderating effect based on the perceived service quality to 
their satisfaction and loyalty. 

III. RESEARCH METHOD 

A. Research Design 

The research was conducted on August 2017. We focused 
the study on private healthcare service provider in Medan. We 
researched on RS Stella Maris, RS Elisabeth, and RS 
Columbia-Asia. A number of fifty inpatients for each hospital 
have participated in this research.  The data were collected 
through self-administering questionnaires. The questionnaires 
were based on the previous work related to ten-dimension of 
hospital service quality. 

B. Data Analysis Method 

 The data were analyzed using Smart-PLS [24]. In order to 
evaluate the importance of each aspect of perceived service 
quality, a second-order model was proposed in this study. The 
proposed model summarized in Figure 1. The model was 
evaluated for its validity and reliability based on partial-least-
squared criterion. 
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Figure 1. Research Model 

C. Evaluating the Moderation Role 

In order to achieve the robust estimate, we used two-stage 
approach to estimate the effect of each variable in model. The 
brand image used as both independent and moderating 
variables. We evaluated the moderation effect as pure 
moderator, quasi-moderator, or not a moderator based on its 
significance. 

IV. RESULT AND DISCUSSION 

A. The Current Situation 

We evaluated the current situation of each construct based 

on its average value (max scale of 5). The gap between 

maximum and minimum value can explain the variation of 

each inpatients' respond within our research construct. 

Table 1. Descriptive Result 

Construct Average Max Min 

Perceived Service Quality    

Assurance 4.14 5.00 2.80 

Cleanliness 4.12 5.00 1.67 

Empathy 3.92 5.00 2.33 

Food Aspect 4.03 5.00 1.67 

Patient Educational 

Services 3.91 4.92 2.23 

Patient Trust 3.87 5.00 2.67 

Reliable Service 3.82 5.00 2.67 

Responsiveness and 

Convenience 3.98 5.00 2.00 

Staff Professionalism 4.09 5.00 2.17 

Well-Educated Staff 4.05 5.00 2.05 

Corporate Image 3.76 4.64 1.57 

Satisfaction 3.59 5.00 1.17 

Loyalty 3.51 4.32 1.17 

Table 1 showed that on average the level of inpatients’ 
satisfaction and loyalty level was quite high. Most of the 
service quality aspect also perceived well to the inpatients (cut-
off value of 3.40). The highest value that perceived well on the 
patients’ perspective was their assurance level. They 

commonly believed that private healthcare services assuring 
themselves for the services given. Also, the place’s cleanliness 
was always in check. They keep the ward clean all the time. 
However, there were several inpatients that perceived most 
aspect negatively. The existence of minimum value under 2.60 
point leave a lot of room for improvement. Overall, all aspect 
of our variables had already been perceived well. 

B. Validity and Reliability Model 

The PLS model evaluation require validity and reliability 
test for the given model [25]. The indicator for each construct 
should be able to explain its variables well according to the its 
average variance extracted (AVE) and composite reliability. 
The AVE value for each construct should be more than 0.5 to 
achieve the validity model. The composite reliability value for 
each construct should be more than 0.7 to achieve the 
reliability model. Validity and reliability index value based on 
AVE and composite reliability were summarized on Table 2 as 
follow: 

Table 2. Validity and Reliability Valuation PLS Model 

Construct AVE Composite Reliability 

Assurance 0.538 0.853 

Cleanliness 0.745 0.897 

Corporate Image 0.586 0.951 

Empathy 0.738 0.894 

Food Aspect 0.872 0.953 

Loyalty 0.613 0.967 

Patient Educational Services 0.615 0.954 

Patient Trust 0.727 0.889 

Reliable Service 0.643 0.843 

Responsiveness and Convenience 0.734 0.917 

Satisfaction 0.760 0.950 

Staff Professionalism 0.709 0.935 

Well-Educated Staff 0.597 0.855 

 

Table 2 summarized both validity and reliability evaluation 
for the given model. The cut-off value for AVE is 0.5 and 0.7 
for composite reliability. Both validity and reliability criteria 
had been fulfilled, thus it is permitted to evaluate the model 
furthermore. 

Our research evaluated the importance of each dimension in 
perceived service quality. A ranked order of importance based 
on their regression weight of second order construct was used 
to summarized the level of magnitude of each dimension.  
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Figure 2 Showed the ranked order. 

 

Table 3. Path Estimate Model 

Independent 

Variable 

Dependent 

Variable 
Mediator 

Direct 

Effect 

Indirect 

Effect 

Total 

Effect 

Service 
Quality 

Satisfaction - 0.758* - 0.758* 

Service 

Quality 
Loyalty Satisfaction -0.019 0.190* 0.171 

Satisfaction Loyalty - 0.250* - 0.250* 

Corporate 
Image 

Loyalty - 0.756* - 0.756* 

Service * 

Image 
Loyalty - 0.085 - 0.085 

Table 3 showed that perceived service quality actually can 
not directly affect the inpatients' loyalty. It can only achieved 
through their satisfaction. Even though the previous study 
showed that the magnitude of customer loyalty is greater than 
customer satisfaction, however, our research showed that both 
are important. In order to achieve customer behavior, their 
satisfaction state is needed. Our finding suggest that there will 
be no loyalty achieved if they can not be made happy. 
Inpatients had to satisfied with the service given to them. 
Figure 3 summarized the structural analysis on path diagram. 

Figure 3. Structured Path Coefficient Estimate 

 

 

Our research showed that service quality had no significant 
effect toward loyalty. However, the service quality perceived 
by inpatients greatly affect their satisfaction. The degree of 
inpatients’ satisfaction directly affected by their perception 
toward the service they experienced in the healthcare services. 
This satisfaction significantly improve their loyalty. If they can 
be satisfied enough, they tend to be loyal to the healthcare. 

In order to achieve patients' loyalty, a better services are 
needed. However, it also required that the improved services 
have to be able to satisfy the customer. We already mentioned 
on literature review that each individual is unique. One 
perception may vary with the other. Thus, patient management 
may come in handy to provide better information to the service 
center as they adjust the services for the stated patients. The 
corporate image also positively affect their loyalty. Our 
findings support many other study which stated that corporate 
image will create people's loyalty. People tend to be more loyal 
to a reputable private healthcare service provider. 

C. The Moderation Effect of Brand Image 

In order to evaluate the moderation effect, we evaluate both 
model with interaction variable and without interaction 
variable. The first model (without interaction) can explained 
70.2% variance in patients’ loyalty (Adjusted R-squared = 
0.702). The second model (with interaction) can explain 70.9% 
variance in patients’ loyalty (Adjusted R-squared = 0.709). It is 
less than 1% increases for the adjusted R-squared value. In 
accordance with Hair’s guide on evaluating moderation effect, 
there is no moderation effect of brand image in our model. 

Based on significance analysis, there is significant effect of 
brand image toward loyalty. However the interaction with 
perceived service quality showed a positive non-significant 
effect. It is true that the brand image can slightly alter and can 
strengthen the effect of perceived service quality, however it is 
not significant. Thus, there is no moderation effect of brand 
image. 

V. CONCLUSION 

Our study showed that in order to create a loyal patient, the 

private healthcare services had to ensure that their services 

which were delivered to the patient can satisfy them. It is 

important to satisfy the patients. A great services will not 

improve their loyalty if it can not satisfy the patient. 

Moreover, improving the brand image is as important as 

improving the service quality. It should be in align the image 

on public and their service provided to the public. 

Both service quality and brand image, based on our 

research are considered as two different variables that affect 

inpatients' loyalty. Brand image can not alter or strengthen the 

effect of service quality. Service quality is affecting inpatients’ 

satisfaction before reached loyalty. 
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