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Abstract---Demographic development is the first field that influences
the growth of retail stores. The rising population allows all goods and
services to increase. To establish customer loyalty, the company must
try to try to offer the highest quality in any product or service it must
create a positive sense of quality in the minds of its customers. This
research is a descriptive research type, trying to explain and describe
each variable's conditions in detail and see the relationship or
relationship between these variables. In the context of this study, the
independent variables are Service Quality (X1), Relationship
Marketing (X2), and Customer Satisfaction (Y), while the dependent
variable is Customer Loyalty (Z). Quantitative data were analyzed
using descriptive analysis and Structural Equation Modelling (SEM)
analysis. Partially service quality has a significant influence on
customer satisfaction in modern stores. In the sense that the quality
of service provided by modern store management in Makassar City
can contribute positively to customer satisfaction with the five
dimensions of Tangible, Reliability, Empathy, Assurance, and
Responsiveness. Direct service quality significantly influences
customer loyalty, and indirect service quality has a significant effect
on customer loyalty (LP) through customer satisfaction at modern
stores in Makassar City.
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Introduction

The rapid development of retail or modern stores has increased competition for
shop share in today's business world. Companies that want to succeed in the
millennial era must have a company strategy that can understand customer
behavior (Rijal et al., 2019; Sawitri et al., 2019). A good company understands
who its customers are and how they behave. Understanding who the customers
are will lead entrepreneurs to win the competition in the business world that has
crossed national borders. As a result of the growth of different fields, modern
stores will continue to expand. Trendy shops that develop nationally help large
retailers or retailers and small retailers serving local communities. Demographic
development is the first field that influences the growth of retail stores (Ansar et
al., 2019; Tamsah et al., 2020; Sukimi et al., 2019). The rising population allows
all goods and services to increase.

Makassar City is not very different from other major cities in Indonesia, which is
seen as a potential place for expanding the store business. Makassar City is a
gateway to East Indonesia with promising market prospects. After introducing
regional autonomy, the market potential has been wide open, and the provincial
government's attitude is quite welcoming to investors. Modern stores are an
essential component in the distribution chain and are the last link in the
distribution process (Ahdan et al., 2019). A product can reach its users directly
through retail. The retail industry here is described as an industry that sells
goods and services that have added value to meet the needs of individuals,
families, groups, or end-users. The goods sold are, for the most part, meeting
needs—a household with nine staples. The following is a graphic picture of the
growth of modern shops in the city of Makassar over the last five years.

The consistency of the relationship with old customers and attracting new
customers with the idea of service quality would have a more significant impact
on the store department as the company plan focuses on the longevity and
satisfaction of each customer using the relationship marketing strategy (Umar et
al., 2019). Customer satisfaction is paramount if a company is to succeed and
compete with other companies. To establish customer loyalty, the company must
try to try to offer the highest quality in any product or service it must create a
positive sense of quality in the minds of its customers. Satisfied and loyal
customers are openings for new customers. Maintaining all current customers
would usually be more efficient than the customer's turnover since the cost of
acquiring new customers can be five times the cost of retaining an existing
customer (Wahid & Ismail, 2012; De Cnudde & Martens, 2015).

Research Method

This study relies more on numbers in the form of scores as the basic framework
for analysis. The score is obtained by the survey method. From the data, facts, or
information acquired survey, the condition of each variable under study can be
described so that it is possible to know the effect of one variable on another,
which in the context of this study is the independent variable on the dependent
variable (Nguyen-Phuoc et al., 2020; Murali et al., 2016). This research is a
descriptive research type, trying to explain and describe each variable's conditions
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in detail and see the relationship or relationship between these variables. In the
context of this study, the independent variables are Service Quality (X1),
Relationship Marketing (X2), and Customer Satisfaction (Y), while the dependent
variable is Customer Loyalty (Z).

Table 1
Sample modern store customers
Number of
Modern Modern Shop samples of Total o
No. . Customer sample
Store Type Population Modern . .
Population quantities
Stores
1 Alfamart 172 17 21.022 81
2 Indomaret 172 17 21.548 81
3 Alfamidi 49 5 6307 24
Other
4. similar 29 3 3679 14
stores
Total 422 42 52.556 200

Source: processed, 2016

The data collection technique was done utilizing observation, interviews, and
documentation. Data validity testing was carried out to test each question's
validity or statement for each item on each variable. The test technique used is
the correlation technique through the Product Moment Correlation Coefficient,
namely by correlating the score of each question/statement item with the
following formula:

L NGExY)- G x>v)
JINE <IN vE - (v Y]

r = The coefficient of the validity of the item being sought

X = The score obtained from the subject in each item

> X = The sum of the scores in the X distribution

> Y = The sum of scores in the Y distribution

> X2 = The sum of the squares in each X

> Y2 = The sum of the squares in each Y

> XY = The sum of the total scores in the X and Y distribution
N = Number of Respondents

Quantitative data were analyzed using descriptive analysis and Structural
Equation Modeling (SEM) analysis. The descriptive study aims to describe the
results of respondents ‘assessments regarding achievement motivation,
government policies, entrepreneurial intentions, and community economic
behavior based on the answers' percentage weight and the total score of
respondents' answers (Sweeney & Swait, 2008; Yoo & Bai, 2013; Keiningham et
al., 2020).
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Result

After describing the measurement model and the structural model of each of the
latent variables above, then the significance test of the influence between latent
variables is carried out as stated by the hypothesis of this study. In general, the
equation used to see it can examine the relationship between the four latent
variables through hypothesis testing. The effect of service quality (KL) and
relationship marketing (RM) on customer satisfaction (KP) and its impact on
customer loyalty (LP) of modern stores (Retail business) in Makassar City as
shown below:

771:711§1+712§2 + 6

Th - 0,0062%1 +0,465552+ $1

First hypothesis test service quality (KL) affects customer satisfaction (KP)
in modern shops in Makassar City

The first hypothesis test proposed in this study is related to service quality (KL)
on customer satisfaction (KP). The hypothesis testing uses a full model diagram
that explains the relationship between exogenous and intervening variables, both
directly and indirectly, between the variables studied and will further explain the
contribution of exogenous variables through the total effect on the intervening
variables.

Table 2
The contribution of service quality (KL) affects customer satisfaction (KP)
Latent Path Direct .
Variable Coefficient Influence (ISR e
Quality of 0.0962 (0.0962)2 = 0.0962 x 0.4655x 0.93% + 2.81% =
Service ’ 0.93% 0.6267 = 2,81% 3,74%
Customer ... (0.4655)2 = O O02XOAOOOX o) 670,40 810
satisfaction 21.67% ) =24.48%
2,81%
Total Effect Together (R?) 5,62% 28.22%

Source: Processed data, 2016

Based on the table above, it can be seen that the calculated F value through
formulations, namely: (R* / K) / [(1 -R?*) / (nk-1)], where k = the number of
variables that follow the Customer Satisfaction variable (nl) as much as two
latent variables, namely service quality (KL) and Relationship Marketing (RM). The
influence of the service quality variable (KL) is indicated by the calculated F value
of 38.706. At the same time, it obtained the F table value of 3.042 at a = 0.05 and
degrees of freedom dbl = 2 and db2 of 197 from (n-k-1). Thus, the service quality
(KL) significantly affects customer satisfaction (KP) at the 95 percent confidence
level (Santoso & Erdaka, 2015; Rita et al., 2019).
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Second hypothesis test service quality (KL) affects directly or indirectly on
customer loyalty (LP) in modern shops in Makassar City

Partially the service quality variable (KL) influences customer loyalty (LP) either
directly or indirectly. Judging from the value of T count, 3.0444 is greater than
the critical T value of 1.96, so it can argue that service quality (KL) significantly
affects the customer loyalty (LP) variable. Meanwhile, determining the
contribution of the influence of service quality (KL) on customer loyalty (LP) is
shown through direct and indirect effects based on the path coefficient value. The
magnitude of the partial direct influence of service quality (KL) on customer
loyalty (LP) obtained an influence contribution of 38 percent. Meanwhile, the
indirect effect of service quality (KL) on customer loyalty (LP) by considering the
variable service quality (KL), the contribution of influence was 19.5 percent.

Thus, the real influence of service quality (KL) on customer satisfaction (KP) is
38%. On the other hand, the impact of service quality (KL) contributes either
directly or indirectly. This value follows the results shown through the structural
equations in the appendix, where the R2 value is 0.2821, as shown in the results
of the equation function. Based on the results of data analysis, it can argue that
partially, only the quality of service influences customer satisfaction. In contrast,
the service quality variable (KL) partly does not affect customer satisfaction (KP).
On the other hand, these two variables can simultaneously contribute to the
influence of customer satisfaction (KP) by 28.21 percent. In contrast, the
remaining 71.79 percent is the effect on customer satisfaction (KP) which is
contributed by other variables not examined in this dissertation study. This value
is indicated by the amount of error var in the equation function (Rusfian &
Alessandro, 2021; Hendriarto, 2021).

The third hypothesis tests relationship marketing (RM) affects customer
satisfaction (KP) in modern shops in Makassar City

Partially the Relationship marketing (RM) variable does not affect customer
satisfaction (KP), it is shown where the value in Figure 5.9 of the path diagram
below for the T value is marked in red.
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Figure 1. Diagram of relationship marketing (RM) affects customer loyalty (LP)
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Suppose it is based on the path coefficient in the diagram of Figure 5.9 where the
standardized loading (R2) or the contribution of the influence of Relationship
marketing (RM) is only 0.0962 or 1 percent on Customer Satisfaction (KP) (Umar
et al., 2019; Davis-Sramek et al., 2008). Likewise, the T value of 0.9600 is smaller
than the critical T value, which is 1.96, so it can say that Relationship marketing
(RM) does not significantly affect customer satisfaction (KP). Determining the t
table can be done through formulations in excel, namely: TINV (0.05, n - k - 1).

Discussion

The analysis results show that there is a significant and positive influence on the
variable Service Quality and Marketing Relationships either partially or
simultaneously on the Customer Satisfaction variable and its impact on the
customer loyalty variable in the retail business in Makassar City. In general,
respondents' responses related to Service Quality, Marketing Relationship,
Customer Satisfaction, and Customer Loyalty (LP) at modern stores in Makassar
City show a reasonably good category. This indicates that there has been a
paradigm shift in thinking towards business development from traditional stores
to trendy shops with modern shop models.

Based on the research results, it is stated that the variable service quality,
Relationship Marketing, Customer Satisfaction is a measure of a customer
attachment to a current product, service, and shop assistant to the creation of
Customer Loyalty. Modern store customers will choose where the place to be
occupied shopping according to where the customer feels the quality of service
and relationship marketing which then creates customer satisfaction and then
creates customer loyalty. In this study, it is known that the quality of service and
relationship marketing is what the customer wants in creating customer
satisfaction and loyalty.

Service quality is the quality of service provided to customers, both internal and
external customers, based on standard service procedures (Awaluddin et al.,
2019; Sahid et al., 2020; Farida & Bin-Tahir, 2019; Sahid et al., 2019). Service
quality is the totality of characteristics of goods and services that show their
ability to satisfy customer needs, both evident and hidden (Sukimi et al., 2019;
Mustafa et al., 2020; Usman et al., 2020; Yusriadi, 2020). For companies engaged
in the service sector, providing quality services to customers is an absolute must.
That must be done if the company wants to achieve success (Mashudi Gani et al.,
2019; Sahabuddin et al., 2019).

According to some of the experts above, it can create quality services in a modern
market in the service sector. Providing quality services to customers is an
absolute must if a company wants to develop service quality through the five
dimensions of service capability principles. To precisely and correctly serve the
type of service promised to customers, awareness or desire to act quickly to help
guests and provide timely service, knowledge, courtesy, and employee confidence.
The assurance dimension has the characteristics: competence to provide
assistance, courteous and respectful of the customer, giving special attention to
individual guests. This empathy dimension has features: a willingness to
approach, provide protection, and an effort to understand the wants, needs, and
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feelings of guests and something visible or real, namely: the appearance of
employees and other physical facilities such as equipment and supplies, which
supports the implementation of services.

It obtained the research results from the distribution of questionnaires given to
respondents from five dimensions of service quality that showed a positive
contribution to the formation of service quality on customer satisfaction to create
customer loyalty. From the results of testing the Relationship Marketing variable
on each dimension on the average score, the Dimension of Trust is a
psychological state in the form of a desire to accept vulnerability based on positive
expectations of the desires or goals of other people's behavior (Rousseau, 1998).

From the results of the customer satisfaction variable (KP), it depends on the
customers' perceptions and expectations. The factors that influence customer
perceptions and expectations when purchasing goods or services are the
customer's needs and desires when purchasing a product or service. For the
Conformance Dimension of expectations and interest in returning to give this
positive influence obtained from testing respondents, the four indicators provide
an enormous contribution to customer satisfaction. Following previous research
by Naik et al. (2010), Pearson correlation analysis shows that service quality and
customer satisfaction directly affect.

Conclusion

Partially service quality has a significant influence on customer satisfaction in
modern stores. In the sense that the quality of service provided by modern store
management in Makassar City can contribute positively to customer satisfaction
with the five dimensions of Tangible, Reliability, Empathy, Assurance, and
Responsiveness. Direct service quality significantly influences customer loyalty,
and indirect service quality has a significant effect on customer loyalty (LP)
through customer satisfaction at modern stores in Makassar City. In the sense
that service quality has a considerable impact both directly and indirectly on
customer loyalty through customer satisfaction. Relationship marketing (RM) has
no significant effect on customer satisfaction (KP) in modern shops in Makassar
City. In the sense that relationship marketing has two dimensions, namely the
Trust (Trust) measurement, which has indicators: Company and Employee
Credibility, Company Reliability, Company Intimacy. Meanwhile, the commitment
dimension has hands: Investment Commitment, Affection Commitment, Temporal
Commitment, and Employee Commitment.
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