
Open Journal of Social Sciences, 2020, 8, 14-32 
https://www.scirp.org/journal/jss 

ISSN Online: 2327-5960 
ISSN Print: 2327-5952 

 

DOI: 10.4236/jss.2020.84002  Apr. 2, 2020 14 Open Journal of Social Sciences 
 

 
 
 

The Roles of Relationships and Service Quality 
as Drivers of Customer Loyalty: An Empirical 
Study 

Osman Mohamed Ali 

School of Business Administration, South China University of Technology, Guangzhou, China 

 
 
 

Abstract 
This study empirically examines 270 B2B firms based in Guangdong province, 
China, in an attempt to increase understanding of the interplays between ser-
vice quality, relationship quality and customer loyalty from a social exchange 
theory viewpoint. The study reveals that service quality is positively related to 
relationship quality, relationship quality is positively related to customer 
loyalty, and service quality is positively related to customer loyalty. At the 
same time, relationship quality partially mediates the relationship between 
service quality and customer loyalty. The study offers useful insights to practi-
tioners on how to cultivate better relationships with collaborators through of-
fering better services which in turn help them retain customers. 
 

Keywords 
Service Quality, Relationship Quality, Customer Loyalty, Social Exchange 
Theory, Business-to-Business 

 

1. Introduction 

In an increasingly competitive environment, all businesses must be custom-
er-oriented (Kotler, 1997) and focus on delivering high quality services in order 
to survive and prosper in today’s competitive marketplace (Meesala & Paul, 
2018; Zeithaml et al., 1996). In recent years, the concept of customer loyalty is 
getting more and more attention (Moretta et al., 2019). Whether in academia or 
industry customer loyalty is widely regarded as the basis of business success. 
Higher customer loyalty helps reduce marketing expenses, accelerate the process 
of brand building, reduce the cost to retain customers, and bring new customers 
through recommendations of old ones, as well as bestowing the firm with a bet-
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ter resistance in the face of competitive strategies of competitors and ultimately 
increasing profits (Caceres & Paparoidamis, 2007). Therefore, loyal customers 
are vital for the survival and development of firms. Providing high-quality ser-
vice is a key strategy for success in today’s highly competitive environment (Pa-
rasuraman et al., 1985a), this is why the important element of service quality has 
been attributed with a great concern in the traditional marketing paradigm as 
well. With diminishing products differentiations, and the increasing importance 
of interactions between firms and customers during the processes of product 
and service development and delivery, relationships are attaining increasingly 
prominent positions as a result, to some extent, relationships importance can 
even surpass the quality of products and services themselves. This laid the basis 
for the generation and growing interest in relationship marketing paradigm. 

According to social exchange theory, due to the existence of an invisible and 
unspecified form of mutual responsibility, when one party benefits from another 
one, the other party will feel responsible to return the favor at a future time, this 
exchange can take many different forms (Blau, 2017), after the establishment of 
interaction between firms and customers, the above mentioned favor exchanges 
will lead to customer loyalty. Grönroos (2002) pointed out that business-customer 
relationship establishment can be divided into two types: the first is to attract 
customers, the second is to establish a relationship with customers in order to 
achieve some economic goals out of the relationship. 

The cost of attracting new customers is much higher than the cost of retaining 
old customers (Liu et al., 2011), and therefore answering to the diverse needs of 
customers and gaining their loyalty are important goals for today’s managers, 
they can achieve these goals through developing long-term, mutually beneficial 
relationships with customers (Athanasopoulou, 2009), the importance of cus-
tomer loyalty is self-evident. 

Reviewing the extant literature, we noted that service quality and relationship 
quality are some of the hottest research topics in recent years, many scholars 
have investigated the relationship between service quality and customer loyalty, 
a great deal of research also examined the interactions between customer satis-
faction, trust, and loyalty (Singh & Sirdeshmukh, 2000; Carrillat et al., 2009; 
Nguyen et al., 2013), however, few researchers explored the relations between 
overall relationship quality (including its three dimensions: satisfaction, trust 
and commitment) and customer loyalty from the perspective of relationship 
marketing. Moreover, the literature demonstrates interesting advancements in 
the understanding and conceptualization of customer loyalty. However, up to 
now, further research efforts are urgently required in this area of study (Moretta 
et al., 2019; Nguyen et al., 2018; Iqbal et al., 2018; Sitorus & Yustisia, 2018). In 
addition, contemporary management practices in the manufacturing industry in 
China continue to focus on products and prices, while some scholars have re-
peatedly called for enhancing the quality of services to improve the relationship 
quality and customer loyalty in the service industry. Therefore, this study takes 
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eyewear processing and manufacturing industry in Guangdong province as an 
example to investigate the relationships between service quality, relationship 
quality, and customer loyalty, aiming at clarifying the mechanisms by which ser-
vice quality influences relationship quality and customer loyalty in the processing 
and manufacturing industry, compensating for the lack of relevant research 
works, and providing some guidance for firms regarding how to reduce costs 
and enhance competitiveness.  

This study is relevant from the viewpoints of both theory and practice. From a 
theoretical viewpoint, the findings of this research contribute to a better under-
standing of the antecedents of customer loyalty. From a managerial viewpoint, 
we offer guidance for service providing firms regarding the suitability of the 
strategies they employ to cultivate customer loyalty. 

2. Literature Review 

Services are intangible and perishable, these characteristics will render custom-
ers to have feelings of uncertainty or unease, these undesirable feelings usually 
mean invalid service or negative results (Crosby et al., 1990), while providing 
services with good quality will put customers at ease and eliminate their worries 
by reducing uncertainty, which will eventually lead to enhancing relationship 
quality between the two sides. From the customer’s viewpoint, relationship qual-
ity is attained through capable sales staff who make customers’ feelings of un-
certainty go away. From a business-to-business viewpoint, the supplier’s ability 
to reduce customers’ feeling of uncertainty will affect the quality of the relation-
ship.  

Service quality is a multidimensional concept that continues to evolve. Service 
quality presents a highly important problem that contemporary management 
needs tp solve (Cronin & Taylor, 1992). Through delivering superior levels of 
service quality, service providers can favorably position themselves in the mar-
ket. However, one significant issue is that service quality is an elusive and ab-
stract concept that is not easy to define and measure (Parasuraman et al., 1985). 
Customers’ loyalty to service firms relies more on interpersonal relationships 
development as contrasted to customers’ loyalty to firms producing tangible 
products, since the perceived risk is greater in services offerings than products. 
Service quality relies on two variables: expected service and perceived service, 
additionally, customers are not only interested in what service they get as a result 
of the production process, but in the process itself (Grönroos, 1984). 

Typically, service demands high customer involvement in the consuming 
process. In the interactions between seller and buyer, while simultaneously pro-
ducing and consuming of a service, customers are active participants that eva-
luate the whole process (Grönroos, 1984). Service quality is an antecedents of 
customer satisfaction (Cronin & Taylor, 1992) that can lead to better relation-
ships between a firm and its customers. This study defines service quality a form 
of attitude, connected to but not equivalent to satisfaction, which is the outcome 
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of comparing expectations and performance (Cronin & Taylor, 1992). 
The literature implies that customer loyalty can be defined in two different 

ways. The first one defines loyalty as an attitude. Different feelings create an in-
dividual’s overall attachment to a product, service, or organization. These feel-
ings define the individual’s degree of loyalty. The second definition of loyalty is 
behavioural. Instances of loyalty behaviour encompass continuing to purchase 
services from the same supplier, increasing the scale and or scope of a relation-
ship, or recommending (Hallowell, 1996).  

Kalepu (2014) found that demographic factors and socioeconomic status had 
a deep effect on customers’ satisfaction. Hallowell (1996) found support for the 
theory that customer satisfaction is connected to customer loyalty, which con-
sequently is connected with profitability.  

Merkert and Pearson (2015) examined the effect of customer service satisfac-
tion on the financial performance of airline firms. They also investigated poten-
tial strategies for enhancing service performance and profitability. 

Hussain et al. (2015) examined the correlations between service quality, cus-
tomer perceived value, customer expectations and satisfaction, and loyalty. They 
employed SERVQUAL framework to identify the influencing factors of service 
quality of an airline company located in Dubai. They consequently utilized ser-
vice quality as a driver of customer satisfaction. They used reliability, respon-
siveness, safety, tangibility, communication, and assurance as the dimensions of 
service quality.  

Loyalty is a feature of people, rather than something inherent in firms (Uncles 
et al., 2003). Hence, the importance of relationships between firms and custom-
ers to foster customer loyalty, which will in turn lead to enhanced relationships. 
Numerous previous research has been allocated to examining the antecedents 
and consequences of customer loyalty (Pan et al., 2012) because loyalty is con-
nected with other complex constructs such as customer involvement, trust, sa-
tisfaction, commitment, and engagement (Hajli et al., 2017), that’s to say, related 
to relationship quality. This study defined relationship quality as the degree to 
which both parties in a relationship are engaged in an active, long-term working 
relationship and operationalised the construct using indicators of satisfaction, 
trust, and commitment (Hewett et al., 2002). 

Shi et al. (2018) investigated the impact of online service quality on swift 
guanxi that influences customer repurchase intention and the moderating role of 
gender in the relationship between online service quality and swift guanxi. 
Walsh et al. (2008) offered insights into the relationship between customer sa-
tisfaction and customer loyalty by examining the effects of particular modera-
tors.  

Considering the opinion and feedback of travelers helped providing better 
service in the competitive airline industry (Beneke, Mill, Naidoo, & Wickham, 
2015; Lee, Lee, Chuang, & Wu, 2014; Lerrthaitrakul & Panjakajornsak, 2014; 
Punel et al., 2019).  
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3. Theory and Hypotheses 
3.1. Social Exchange Theory and Customer Loyalty 

Social exchange theory (SET) is one the most influential conceptual paradigms 
in organizational behavior (Cropanzano and Mitchell, 2005). Scholars agree that 
social exchange requires a series of interactions that create obligations. Within 
Social Exchange Theory, these interactions are usually perceived as interdepen-
dent and contingent on the actions of other people (Blau, 2017), these interde-
pendent transactions are expected to create high-quality relationships which will 
lead to loyal customers.  

3.2. Hypotheses Development 

Crosby et al. (1990) proposed a relationship quality pattern arguing that profes-
sional services provided by services staff have a positive impact on relationship 
quality, and further proposed that service quality is an important condition of 
relationship quality. Caruana (2002) found that higher service quality provided 
by a corporate is related to higher customer satisfaction and reliability, accor-
dingly proposing that service quality and relationship quality are significantly 
correlated. When studying the antecedents of relationship quality, some scholars 
found that the quality of service simultaneously impacts customer satisfaction 
and trust (Liu et al., 2011). Service quality plays a vital role during the process of 
building long-term relationships between businesses and customers (Carrillat et 
al., 2009). Therefore, this paper proposes the following assumption: 

H1: Service quality has a positive impact on relationship quality. 
Service quality is all about customers and customers’ awareness of the quality 

of service would have a significant impact on their behavior. Investigating ser-
vice quality, Parasuraman et al. (1991) argued that customer perception of ser-
vice quality will positively impact their willingness to recommend the firm to 
others, and willingness to recommend is an important indicator of customer 
loyalty. Therefore, the quality of service will have a direct impact on behavioral 
intentions of customers, including the behavior of customers recommending the 
service to others (Chenet et al., 2010). Through improving service quality of a 
firm, not only customers needs will be met and their willingness to buy will be 
enhanced, but also will lead to customers willingly recommending the services to 
other people, which is a manifestation of customer loyalty. Hazra and Srivastava 
(2009) tracked down and interviewed 300 corporate customers, their results 
showed that by providing higher quality services, firms won customers’ loyalty. 
Therefore, we propose the following hypotheses: 

H2: Service quality has a positive impact on customer loyalty. 
The relationship between customer satisfaction and customer loyalty has been 

covered in a great deal of previous research works, related literature showed that 
there is a positive link between customers’ behavioral intentions and customer 
satisfaction (Caceres & Paparoidamis, 2007). Similarly, Anderson and Sullivan 
(1993) found that there is a strong correlation between intention of declaration 
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repurchase and declaration satisfaction. Because customer satisfaction, Since 
customer loyalty represents behavioral intention of a satisfied customer to 
maintain relationships with the current service providers, therefore, customer 
evaluation of service provider’s trustworthiness will positively affect the degree 
of relationship loyalty with the service provider (Singh & Sirdeshmukh, 2000). In 
addition, customers repurchase behavior will be influenced by the extent of their 
commitment to buy the specified brand, which suggests that repurchase beha-
vior alone does not mean customers are loyal, truly loyal customers will repur-
chase their specified brands due to commitment, and not just merely because 
they are used to that brand. Because customers with habitual repurchasing beha-
viors are likely to switch brands as soon as a competitor cuts prices or offers 
some coupons (Caceres & Paparoidamis, 2007). This indicates that relationship 
commitment and customer loyalty are positively related, in other words, the 
higher the relationship commitment, the higher the customer loyalty (Ou et al., 
2011). Therefore, relationship quality is one of the key drivers of customers’ in-
tention to recommend to other customers (Huntley, 2006). Accordingly, this 
paper proposes the following hypotheses: 

H3: Relationship quality has a positive impact on the degree of customer 
loyalty. 

Effectiveness of services delivered by a business is a key reason for customers 
to switch suppliers, if a firm is capable of providing high quality services, cus-
tomer loyalty will be improved, good relationships will be maintained, and cus-
tomers will be more willing to continue cooperating (Keaveney, 1995). However, 
the impact of the quality of services on purchase intention is indirect (Carrillat et 
al., 2009). Quality of services occurs before customer satisfaction, and ultimately 
leads to the occurrence of overall customer satisfaction; in turn, a satisfactory 
experience will eventually lead to the realization of customer loyalty (Caruana, 
2002). Therefore, the quality of service perceived by the customer influences the 
degree of loyalty through the overall satisfaction with the service providers (Juga 
et al., 2010). Trust and commitment are important factors to ensure long-term 
relationship-orientation, while high relationship quality is a prerequisite for es-
tablishing customer loyalty. To secure mutually beneficial relationships with 
customers, businesses must provide resources (products or services) that are su-
perior to their competitors (Caceres & Paparoidamis, 2007), which means pro-
viding high-quality services and creating superior customer value enables firms 
to achieve higher customer satisfaction, thus improving the corporate image (Hu 
et al., 2009), thereby winning customers’ trust and commitment, and ultimately 
helping organizations attaining loyal customers. Therefore, we hypothesize the 
following: 

H4: Relationship quality mediates the relationship between service quality and 
customer loyalty. 

Based on the above literature review and development of hypotheses, the 
conceptual framework of this study is constructed and shown in Figure 1. 
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Figure 1. The conceptual model of this study. 

4. Methodology 
4.1. Sample and Procedures 

The data in this study is collected from 75 eyewear brands firms and trading or-
ganizations in Guangdong Province, We handed out 3 - 4 questionnaires to each 
firm to investigate their evaluation of their major suppliers. These firms were 
contacted through Emails, we sent and received the filled questionnaire copies 
through email. To minimize common method bias, we have conducted two 
rounds of surveys, with the second round taking place six months after the first 
one. We started by targeting CEOs and VPs in charge of procurement. We asked 
CEOs to fill out questionnaires concerning their organizations basic information 
(age, size, etc.) and their assessment of the relationship quality with the suppli-
ers. While procurement directors were mainly responsible for assessing the 
quality of services provided by suppliers; Six months later, CEOs and technical 
directors were asked to assess customer loyalty and service quality of suppliers 
respectively. In the first round of the survey, we distributed 270 questionnaires, 
259 complete copies were returned (including 259 completed CEO question-
naires and 259 completed procurement directors questionnaires). In the second 
round of surveys, we exclusively targeted those 259 organizations which re-
turned completed questionnaires in the first round. A total of 238 completed 
copies filled by CEOs and 238 completed copies filled by technical directors were 
recovered. After matching the questionnaires, the final sample for this study was 
202 organizations (including 202 complete CEO questionnaires, 202 complete 
procurement directors questionnaires, and 202 complete technical directors 
questionnaires).  

The structure of the sample firms as shown in Table 1, revealed the following: 
firm age: less than 5 years accounted for 12%; 6 - 10 years accounted for 57.3%; 
11 - 20 years accounted for 21.3%; 20 years and over accounted for 9.4%. Capi-
tal: 50 million Yuan or less accounted for 46.7%; 50 million to 100 million ac-
counted for 24%; 100 million to 1 billion accounted for 22.7%; 1 billion and 
more accounted for 6.6%. Number of employees: less than 200 employees ac-
counted for 12%; 201 - 1000 employees accounted for 53.3%; 1000 employees 
and more accounted for 34.7%. Male employees accounted for 61.3% of the res-
pondents. Employees education: master’s degree or above accounted for 15.3%; 
college or undergraduate education accounted for 81.7%; high school or college 
diploma and below accounted for 3%. Generally speaking, the sample is well 
distributed and representative. 

H4

H3

H2

H1
Service quality Relationship Quality Customer Loyalty

https://doi.org/10.4236/jss.2020.84002


O. M. Ali 
 

 

DOI: 10.4236/jss.2020.84002 21 Open Journal of Social Sciences 
 

Table 1. Demographics of the sample.  

Variables Percentage (%) 

Gender 
Male 61.3 

Female 38.7 

Education 

Diploma 3 

Bachelor Degree 81.7 

Masters Degree and above 15.3 

Annual Sales 

50 millions and less 46.7 

50 million - 100 million 24 

100 million - 1 billion 22.7 

More than 1 billion 6.6 

Firm Age 

5 years and less 12 

6 - 10 years 57.3 

11 - 20 years 21.3 

More than 20 years 9.4 

Firm Size 

200 people and less 12 

201 - 1000 people 53.3 

More than 1000 years 34.7 

4.2. Measures 

In this study, we adopted tried and tested scales that have been widely used in 
the published literature in order to ensure the validity and reliability of mea-
surement tools. We conducted exhaustive literature review to find the most ma-
ture and most widely used measuring scales, so as to make sure the question-
naire used in this study is designed properly. Some appropriate modifications 
were carried out as well. Regarding the operational definitions and measuring 
methods of service quality, relationship quality, and customer loyalty concepts, 
we adopted ideas from published papers. Before giving out the questionnaires, a 
pilot test was conducted to evaluate the validity and appropriateness of ques-
tionnaire design, revisions were then done based on the feedback received. 

Service quality: We used SERVQUAL measure developed by Parasuraman et 
al. (1985b), regarding tangibility, responsiveness, empathy, reliability, and as-
surance as dimensions to measure the quality of services. A questionnaire con-
taining 23 questions was developed using the above mentioned measure after 
slightly modifying it according to the characteristics of eyewear manufacturing 
and processing industry in Guangdong province. These items were assessed on a 
five-point Likert scale (1 = strongly disagree, 5 = strongly agree).  

Relationship quality: The questionnaire developed by Hewett et al. (2002) 
was used as a basis with some slight modifications. Satisfaction, trust and 
commitment were used as indicators of relationship quality, a total of 10 ques-
tions consisted this part. Items measuring relationship quality were assessed on 
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a five-point Likert scale (1 = strongly disagree, 5 = strongly agree).  
Customer loyalty: Modified version of a questionnaire based on the work of 

Fornell (1992) was developed. Repurchase, Cross-buying, and Price Tolerance 
were used as measures of customer loyalty, a total of 3 questions made up this 
part. Customer loyalty items were evaluated on a five-point Likert scale (1 = 
strongly disagree, 5 = strongly agree). 

4.3. Measurement Assessment 

In this study, the r values of service quality, relationship quality, and customer 
loyalty were 0.815, 0.827 and 0.820 respectively. Cronbach’s α of all scales ex-
ceeded the cut-off of 0.70. It’s noted that all the scales have good reliability. 
Conducting exploratory factor analysis (EFA) to examine the content validity 
and construct validity of measurement tools, 5, 3, 1 factors were extracted from 
service quality, relationship quality, and customer loyalty constructs respectively. 
With a cumulative explained variance up to 63.806%, 60.804% and 67.687% for 
each construct. Varimax method was used to classify items with factor loadings 
greater than 0.5 into one group. Using this type of rotation, the results agree 
with the theoretical part. Correlations of items were found to be similar to pre-
vious studies. Regarding the risk of common method bias, we used inverted 
items for some measures and eliminated participants whose responses had the 
same trend for both inverted and non-inverted items. Moreover, we used the 
single factor test suggested by Podsakoff et al. (2003), and the results imply that 
common method variance is not a critical issue in this study. Therefore, we are 
confident that the measurement scale is reliable and had excellent validity. 

5. Data Analysis 

In this study, SPSS 19.0 and AMOS 20.0 softwares were used to analyze the data 
collected via survey questionnaires. We conducted factor analysis, validity and 
reliability tests, model fitness, as well as hypotheses testing, the details of the re-
sults of these investigations are displayed in the following sections. 

5.1. Correlation Analysis 

Table 2 summarizes the mean, variance, and correlation coefficient variables. 
From the table we can see that the quality of service responsiveness (β = 0.610, P 
< 0.01), reliability (β = 0.648, P < 0.01), and assurance (β = 0.593, P < 0.01) are 
positively correlated with customer loyalty. Meanwhile, relationship quality sa-
tisfaction (β = 0.608, P < 0.01), trust (β = 0.742, P < 0.01), and commitment (β = 
0.708, P < 0.01) are also positively correlated with customer loyalty. In addition, 
service quality and relationship quality are also showing a positive relationship. 

5.2. Model Fit and Hypotheses Testing 

The direct effect test: AMOS19.0 software was used to establish 3 structural models 
containing 2 latent variables. In Model 1, service quality was the independent  
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Table 2. Descriptive statistics and correlation matrix. 

 1 2 3 4 5 6 7 8 9 

1. Tangibility          

2. Responsiveness 0.727**         

3. Empathy 0.564** 0.557**        

4. Reliability 0.545** 0.598** 0.698**       

5. Assurance 0.556** 0.596** 0.627** 0.661**      

6. Satisfaction 0.174 0.216 0.311 0.529** 0.628**     

7. Trust 0.396 0.361 0.287 0.551** 0.583** 0.736**    

8. Commitment 0.367 0.296 0.131 0.636** 0.533** 0.595** 0.709**   

9. Customer Loyalty 0.194 0.610** 0.232 0.648** 0.593** 0.608** 0.742** 0.708**  

Mean 3.6460 3.5818 3.3688 3.3085 3.3086 3.2576 3.3095 3.3465 3.4338 

Standard Deviation 0.7321 0.6278 0.7598 0.6427 0.6482 0.6000 0.6327 0.6519 0.6797 

 
variable, relationship quality was the dependent variable; In Model 2, service 
quality was the independent variable, customer loyalty was the dependent varia-
ble; In Model 3, relationship quality was the independent variable, customer 
loyalty was the dependent variable. After computing, factor loading of each la-
tent variable was a standard range of 0.5 to 0.95, and the factors’ loading reached 
a significant level, with residuals less than 0.6. The main fitness indices of the 
three models are shown in Table 3, As can be seen from the table, χ2/df is less 
than 5, CFI is greater than 0.90, RMSEA less than 0.08, AIC and EC are all with-
in the acceptable range, indicating that all the models have high goodness of fit.  

Table 4 lists the three validation processes variables’ path coefficient esti-
mates. From Table 4 we can see that estimated parameters of each model has 
passed the test; Fully standardized effect values were 0.611 (P < 0.001), 0.569 (P 
< 0.001) and 0.562 (P < 0.001), and they passed the significance test, illustrating 
that there was a significant positive correlation between service quality and rela-
tionship quality, service quality and customer loyalty, and relationship quality 
and customer loyalty, therefore hypothesis H1, H2, and H3 are all supported. 

Testing of mediating role: We have established a comprehensive analysis 
model including the three latent variables (service quality, relationship quality 
and customer loyalty) as shown in Figure 2. In our model, service quality was 
the independent variable, relationship quality was the mediating variable, and 
customer loyalty was the dependent variable. Through calculations, all the factor 
loadings of the impact paths are less than 0.95. The main fitness indices of the 
model were: χ2/df = 2.498, CFI = 0.982, RMSEA = 0.039, AIC = 126.430, ECVI = 
0.532, indicating a relatively high degree of model fit. 

Table 5 lists the path coefficient estimates of the comprehensive model va-
riables. Results in Table 5 shows that all variables estimated parameters have 
passed the test. Standardized estimates were 0.582 (P < 0.001), 0.469 (P < 0.01) 
and 0.624 (P < 0.01), all of which have passed the significance test. Based on that,  
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Table 3. Goodness of fit indices of the models. 

Model χ2/df CFI RMSEA AIC ECVI 

Model 1 2.316 0.962 0.079 59.495 0.212 

Model 2 2.130 0.932 0.075 109.751 0.414 

Model 3 2.498 0.982 0.039 126.430 0.532 

 
Table 4. Path coefficients.  

Path 
Standardized 
Coefficients 

S.E. C.R. P 

Service Quality → Relationship Quality 0.611 0.163 5.352 *** 

Service Quality → Customer Loyalty 0.569 0.153 5.572 *** 

Relationship Quality → Customer Loyalty 0.562 0.104 8.818 *** 

Note: ***p < 0.001. 

 
Table 5. Path coefficients of the mediating effect. 

Path 
Standardized 
Coefficients 

S.E. C.R. P 

Service Quality → Relationship Quality 0.582 0.172 6.506 *** 

Service Quality → Customer Loyalty 0.469 0.453 1.466 0.006 

Relationship Quality → Customer Loyalty 0.624 0.443 1.561 0.008 

Note: ***p < 0.001. 

 

 
Figure 2. Structural Model of this Study. 

 
we conducted effect decomposition. Inspecting the model of service quality and 
customer loyalty, we found that the total effect of service quality on customer 
loyalty is 0.569, inspecting the comprehensive structural model we noted that the 
direct effect of service quality on customer loyalty was 0.469; service quality ef-
fect on relationship quality was 0.582, relationship quality decomposed effect on 
customer loyalty was 0.624, therefore, the mediating effect was 0.582 × 0.624 = 
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0.363, which suggests that relationship quality played a partially mediating role 
between service quality and customer loyalty, therefore, hypothesis H4 is sup-
ported. 

6. Discussion 

Customer loyalty, which generally refers to the strong commitment to repur-
chase a preferred product or service (Kim et al. 2018), is among the most dis-
cussed topics in business management and marketing literature. The interest of 
researchers about customer loyalty began in the year 2000 and still growing in 
the scientific research community (Moretta et al., 2019).  

Service quality and relationship quality have been attracting a great deal of at-
tention in the academia recently, nevertheless, previous studies have limitations 
in terms of industry background, imperfections and lack of research on the 
overall impact of these two constructs on customer loyalty, as well as scarcity of 
empirical models. After extensively reviewing related literature, we proposed a 
conceptual model depicting the interactions between service quality, relationship 
quality, and customer loyalty, as well as proposing the corresponding hypothes-
es. In this study, we investigated 75 eyewear foundries of Guangdong Province, 
questionnaires were distributed to 270 of their major customers, including eye-
wear brand owning firms and trading organizations. Based on the data obtained, 
we empirically examined the relationships between service quality, relationship 
quality, and customer loyalty. 

Service management literature suggests that service quality impacts customer 
loyalty, which in turn affects firm performance. This literature argues that cus-
tomer satisfaction is the outcome of a customer’s perceived value of a transac-
tion or relationship, where value means perceived service quality in comparison 
with price and costs of acquisition by customers, compared to potential value 
from transactions or relationships with competing suppliers (Meesala & Paul, 
2018; Zeithaml et al., 1990). Loyalty behaviours, including a lasting relationship, 
enhanced scale or scope of relationship, and word of mouth, result from cus-
tomers’ perceptions that the amount of value provided by one supplier is greater 
than that available from other vendors (Hallowell, 1996). Service quality posi-
tively impacts customer loyalty (Budianto, 2019). 

The dominant force of the marketing activities of an organization is com-
monly understood in terms of development, maintenance, or enhancement of 
customers’ loyalty toward its services and products (Dick and Basu, 1994). Con-
structing a very loyal customer base could not be achieved by adding on ideas 
copied from other firms, it should be an integral part of a firm’s basic business 
strategy and customer loyalty should be the core issue around which the entire 
business system is built (Reichheld, 1993). 

The results of this study suggest the inference of relationships between service 
quality, relationship quality and customer loyalty. The consistency of the find-
ings with previous research (Meesala & Paul, 2018) and among the several 
measures strengthens this conclusion.  
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Firms should target and serve customers whose needs they can satisfy better 
than the competition in a profitable way. This type of customers are most likely 
to be loyal for the long run, they will buy multiple products and services, will 
recommend the firm to their family and friends, and might be a source of com-
petitive advantage to the firm and its shareholders (Hallowell, 1996). Firms need 
to acknowledge that customer loyalty is attained through consistently delivering 
high value. Through grasping the economic impacts of customer retention on 
costs and revenues. 

7. Conclusion 

Service quality and relationship quality are key factors underlying customer 
loyalty. This is one of the first empirical studies that empirically examine the ef-
fects of four dimensions of service quality and three dimensions of relationship 
quality on retaining loyal customers, taking the viewpoint of social exchange 
theory into consideration. Based on the conceptual and empirical evidence, this 
research yielded some meaningful conclusions and implications. 

7.1. Theoretical Contributions 

This study intentionally made an effort to contribute to the growing body of 
theoretical and empirical knowledge on the relationships among service quality, 
relationship quality, and customer loyalty. Such research is called for by many 
scholars (Hallowell, 1996).  

In order to explore the interactions between these three constructs, this paper 
established a comprehensive conceptual model that integrates these three va-
riables together. This research can be perceived as expansion and integration of 
previous studies. In recent years, due to a flourishing service sector, many scho-
lars have conducted studies on the meaning and impacts of service quality from 
a service industry point of view, manufacturing industry has attracted far less 
attention. However, the quality of service for today’s manufacturing firms is cru-
cial as well. If a firm has a better service capability, such as providing timely and 
precise services to meet customers’ needs, as well as providing higher val-
ue-added services accompanying its products, then it will succeed in laying a 
more solid foundation for its future development. On the one hand, when cus-
tomers have the same needs, they will continue to choose the same firm, or when 
the firm develops similar products or services, customer responses can be rela-
tively easily obtained. On the other hand, due to the cooperation past expe-
riences in which organizations have reduced possible uncertainties on the cus-
tomers’ side by providing timely and reliable products and/or services, these past 
experiences will build vivid impressions of the firm as a reliable and trustworthy 
partner, these interactive processes will lead to establish high quality relation-
ships, which will help keeping loyal customers to stay loyal in the long run. 

Based on our sample data, we investigated the mediating role of relationship 
quality between service quality and customer loyalty, further revealing the signi-
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ficance of relationship quality, including satisfaction, trust, and commitment, in 
maintaining customer loyalty. Our study not only empirically extended rela-
tionship quality dimensions, but also complemented previous studies that have 
focused only on certain dimensions of relationship quality that affect customer 
loyalty.  

Our research can be seen as an expanding application of social exchange 
theory. Although scholars have not reached consensus on the dimensions that 
constitute relationship quality yet, many studies regard satisfaction, trust and 
commitment as significant factors that could lead to higher relationship quality, 
therefore, this paper uses these three dimensions to measure relationship quality 
and its impacts. Based on social exchange theory, mutual beneficial interactions 
between customers and businesses cannot be established in the short run, relying 
solely on products is also less likely to yield it, to meet changing, dynamic, di-
verse, and multi-level needs of customers, firms must focus on product quality, 
but at the same time they should establish business-customer trust and satisfac-
tion through timely and accurately responding to customer needs, providing re-
liable services, and increasing value-added services. Establishing high quality re-
lationships not only can reduce customers’ uncertainty, but also can increase 
switching costs for customers, thereby setting exit barriers and make it difficult 
for them to end existing business relationships. Therefore, in this network of so-
cial relations, establishing a certain level of trust and commitment between cus-
tomers and firms on the one hand has brought convenience to satisfying cus-
tomers’ needs, on the other hand, it also constitutes a constraint between the 
customer and the firm, such constraints would make customers more likely to 
become loyal. 

7.2. Managerial Implications 

The results of this study have significant implications for practitioners. Current-
ly in China, manufacturing industry is witnessing a very intense competition, 
simply focusing on production has very little return. Therefore, producing ser-
vices that goes along the production processes have become the main source of 
product differentiation and value-adding, as well as being a decisive factor of 
non price-competitiveness in the manufacturing industry. Frequent replacement 
of foundries by world-class brand managing organizations has demonstrated 
that customer loyalty management levels of hundreds of Chinese eyewear foun-
dries have much room for improvement. The concept of leading through price 
and product seems slightly outdated nowadays. The pressures of a rising value 
Chinese currency and the rapidly increasing minimum wage requirements imposed 
by the government have made it particularly important for small-profit-margin 
manufacturing businesses to improve their service quality and relationship qual-
ity to grow and attain loyal customers.  

Firstly, improving the quality of services, especially responsiveness, reliability, 
and assurance of services, as well as establishing and maintaining efficient cus-
tomer service processes are important prerequisites to achieving customer loyal-
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ty. In terms of services responsiveness, firms should establish customer service 
management systems, such as the development of management processes, and 
building software to keep abreast of customers’ needs and manage customers’ 
complaints, while also training the staff to have better attitudes towards custom-
er needs. Fast and convenient customer service can improve customer loyalty, 
therefore, in an era of rapid industry development, firms must keep up with the 
rapid pace of customers, timely support for customers will lead to establishing 
high quality customer relationships, thereby enhancing customer loyalty. In 
terms of reliability and assurance, firms should intensify training of customer 
service team to have relevant and required skills to be able to provide timely and 
effective services. At the same time firms need to establish a system for moni-
toring customer complaints and the proportion of how customer requirements 
are processed in a timely and satisfactory manner, continue to improve customer 
service efficiency and effectiveness, in order to achieve the best customer satis-
faction results. Firms must continue improving customer service efficiency and 
effectiveness, in order to achieve the best customer satisfaction outcomes. 

Secondly, firms need to establish high standards of customer relationship 
quality. Having the ability to improve the quality of services, upgrade firm’s im-
age, improve reaction speed, focus on customers’ core concerns, continue to 
provide customers with reliable products and services, and to ensure customer 
needs, these are important issues for a firm to achieve and maintain good cus-
tomer relations. Customer relations are difficult to be quantified, therefore it is 
better for organizations to establish assessment mechanisms and to develop re-
levant indicators, another option is to make use of customer relationship man-
agement software to improve the relationship quality with customers, as well as 
enhancing customer relations by quantifying or refinement and application of 
technical support to improve customer loyalty quality and. Firms should focus 
on developing relations with strategic partnerships and potential customers who 
play key roles in the development of the firm, as well as maintaining continuous 
improvement of products, services, and relations standards. Experiences from 
the developed world have shown that excellent firms attach great importance to 
enhancing relations with customers (suppliers), one example is Toyota Motor 
Corporation, which is one of the top players in manufacturing industry, it has 
developed a lean, zero inventory business plan, providing suppliers with free 
counseling and improvements, aiming at securing the reliability of their supply 
chain. This idea proved to be correct and advanced, 70% of Toyota’s major ma-
terials suppliers have continued cooperating with Toyota for more than a dec-
ade. Therefore, building strong relationships with customers, providing satisfac-
tory and reliable products and services, being committed to reach customers on 
time, all these are the keys to enhancing customer loyalty, as well as the neces-
sary conditions for sustainable development of firms. 

7.3. Research Limitations and Future Directions 

In this study, questionnaire surveys were carried out in separate stages, and 
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structural equation modeling was used to empirically examine the relationships 
between service quality, relationship quality, and customer loyalty. Measures 
were taken to ensure the rigor of the study to the greatest possible extent, how-
ever, this study has some limitations. 

Firstly, the limitations of sectors and regions. Our study was limited to eye-
wear foundries in Guangdong Province, and since different industry sectors have 
different characteristics, and consumers in different regions may have different 
preferences, therefore, it might be difficult to take into account the external va-
lidity while ensuring the internal validity. Future research could be expanded to 
study different industries from different regions. 

Secondly, variables and path selecting limitations. In this paper, relationship 
quality was chosen to be the mediating variable, it is possible that other variables 
may exist between service quality and customer loyalty, such as customer satis-
faction; and there may be other impact paths between service quality and rela-
tionship quality. To handle these issues, follow-up studies can try examining 
different impact paths and conducting further in-depth research regarding inte-
ractions between service quality, relationship quality, and customer loyalty, the-
reby making further theory improvements to offer guidance to practitioners. 
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