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Abstract

Purpose – The purpose of this study is to determine the effect of service quality on customer satisfaction and
loyalty and the mediating role of customer satisfaction in the supermarket sector.
Design/methodology/approach – In total, 480 supermarket customers participated in an intercept survey in
four urban centres of Fiji. Descriptive statistics were used to determine the level of service quality provided by
supermarkets, and inferential statistics to determine the gap between customer’s service quality expectations
and perceptions and to test the research hypotheses.
Findings –The findings indicate service quality of supermarkets is perceived as being unsatisfactory, service
quality significantly affects customer satisfaction and loyalty and customer satisfaction partially mediates the
relationship between service quality and customer loyalty reducing customer’s perceptions of service quality,
leading to lower customer loyalty.
Practical implications – This study provides an indication as to where supermarkets should target their
marketing attention and scarce corporate resources and may help in their efforts to service, satisfy, retain and
attractmore long-term loyal customers in the increasingly competitive supermarket sector. This research could
inform government policy makers in sequencing the supermarket sector transformation and assist local
supermarkets to adapt to this changing retail landscape.
Originality/value – This study advances our understanding of the effect of service quality on customer
satisfaction and loyalty and the mediating role of customer satisfaction in the supermarket sector.

Keywords Service quality, Customer satisfaction, Customer loyalty, Mediation, Fiji

Paper type Research paper

Introduction
General consensus exists among academics and researchers that service quality is vital to
providing a differentiating advantage to businesses and achieving customer satisfaction and
loyalty (Martinelli and Balboni, 2012). However, in spite of the plethora of published research
on service quality, the construct’s specific characteristics remain underexplored due to its
inconsistent conceptualisation and measurement (Philip and Hazlet, 1997), and its context-
specific nature, which varies across different service sectors (Buttle, 1996), countries and
cultures (Donthu and Yoo, 1998). Additionally, while the interrelationships between retail
service quality, customer satisfaction and loyalty are suggested to be well understood under
some circumstances, scope for further research definitely exists (Bodet, 2008).

This paper focuses on the increasingly complex supermarket sector, typified by slow
growth and ever-intensifying competition, fast-changing customer’s preferences and habits
(Kuijpers et al., 2018), customers demanding that retailers meet or exceed their expectations
(Wong and Sohal, 2003) and the opportunities for customers to shop through multiple
channels, all which challenge supermarkets to adequately service, satisfy and retain
customers (Choi and Park, 2006). However, traditional “tools” used by supermarket
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management to remain competitive in a homogenous supermarket sector such as aggressive
pricing cycles and an expanded range of merchandise offered are progressively becoming
less effective in differentiating and ensuring competitive advantage in the supermarket
sector (Martinelli and Balboni, 2012). Hence, supermarkets are increasingly recognising and
opting to deliver enhanced and effective service quality (as perceived by customers) to
compliment traditional “tools”, differentiate competition, promote customer satisfaction and
assist in building and retaining customer loyalty (Martinelli and Balboni, 2012).

The US$5.7tn global supermarket sector has experienced growth of 4.5 percent per annum
over the past decade, and this trend is expected to continue into the foreseeable future
(Kuijpers et al., 2018) in both developed and developing nations. Fiji is one such developing
nation whose supermarket sector is dwarfed by Australian and Pacific Rim countries and
forms the basis of this study; it, nonetheless, is caught up in the tides of change and insatiable
competition of the global supermarket sector. Against this backdrop, the growth of domestic
supermarkets and entry of multinational supermarket chains into developing countries
(Reardon and Gulati, 2008), in addition to increasing population, urbanisation and disposable
income, have resulted in dramatic changes in supermarket customer’s consumption patterns,
service expectations, satisfaction and loyalty (Al Otaibi and Yasmeen, 2014) and have
challenged and necessitated ever-changing, enhanced offerings by supermarkets. Hence,
even in developing countries, a supermarket’s service encounter process and delivery of
superior service quality are not only critical to differentiate from competitors (Kitapci et al.,
2013) and to improve customer satisfaction (Jamal and Anastasiadou, 2007), but also to build
loyal customers critical for business survival and success (Kursunluoglu, 2014).

This research is prompted by the global challenges confronting the very survival of
supermarkets and the state of flux in the Fiji supermarket sector as a result of increased
competition from large foreign supermarket chains and aims to explain, quantify and
enhance the understanding of the effect of service quality on customer satisfaction and
loyalty and the mediating role of customer satisfaction in the context of the Fiji supermarket
sector.

The balance of the paper is compiled as follows: a concise synthesis of extant literature on
the key concepts required to understand the interplay between service quality, customer
satisfaction and customer loyalty, and five proposed hypotheses result from the synthesis; a
conceptual model (linked to the literature review) that forms the basis of this study; followed
by the research methodology, findings and a critical discussion of the findings. This paper
closes with the conclusions and research implications.

Literature review
Service quality and its relationship with customer satisfaction and customer loyalty
While research into service quality is common in the marketing literature (Kaura et al., 2015),
it is generally agreed that defining and measuring service quality remains difficult due to its
unique attributes: intangibility, heterogeneity, inseparability and perishability (Buttle, 1996).
Notwithstanding, two philosophies relating to service quality prevail (Pollack, 2009). The
European philosophy suggests consumers evaluate service quality based on a combination of
both technical quality (the degree by which the service meets customer expectations) and
functional quality (customers’ perception of service production and delivery) (Gr€onroos,
1984). The US philosophy alternatively suggests that service quality is identified by five
service quality dimensions (assurance, empathy, reliability, responsiveness and tangibles)
(Parasuraman et al., 1988) and is visualised as the gap between customer’s service
expectations and actual service performance perceptions (Parasuraman et al., 1990; Vinagre
and Neves, 2008). The US philosophy of service quality is measured by the SERVQUAL
instrument (Pollack, 2009) and is adopted in this research. Thus, it can be hypothesised that:
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H1. There is a statistically significant difference (gap) between customer’s service
quality expectations and customer’s service quality perceptions.

The success of customer-centric organisations is largely dependent on the provision of
superior service quality that creates business value and leads to customer satisfaction and
loyalty (Makanyeza and Mumiriki, 2015). Research reinforces that service quality is a
predictor of customer satisfaction (Su et al., 2016), positively affects customer satisfaction
(Thaichon et al., 2014) and has a direct and indirect effect (mediated by customer satisfaction)
on customer loyalty (Ladhari, 2009). In effect, service quality has been established as a
significant determinant of both customer satisfaction (Falk et al., 2010) and loyalty (Matos
and Rossi, 2009). Thus, the following hypotheses are proposed:

H2. Service quality is statistically significant in influencing customer satisfaction.

H3. Service quality is statistically significant in influencing customer loyalty.

Customer satisfaction and its role as a mediator
Customer satisfaction is highly subjective, as is evidenced by the many attempts by
researchers (such as Bashir et al., 2012; Lovelock and Wirtz, 2011) to define the concept. For
this research, the definition of customer satisfaction as suggested by Tse and Wilton (1988,
p. 204) shall apply: “The consumer’s response to the evaluation of the perceived discrepancy
between prior expectations (or some norm of performance) and the actual performance of the
product as perceived after its consumption.” This definition is premised on the expectancy
disconfirmation theory (a comparison between pre-purchase expectations and post-purchase
evaluation). Customer satisfaction can be measured in accordance with this theory: if the
product or service surpasses expectations “positive disconfirmation” results, if expectations
are not met “negative disconfirmation” occurs and if expectations are met “confirmation”
occurs (Oliver, 1997). Superficially, this definition may appear to be similar to that of service
quality. However, the main differences are that customer satisfaction is a decision made after
a customer experience, whereas this is not the case with service quality (Parasuraman et al.,
1988) and for customer satisfaction, “expectations reflect anticipated performance” (Churchill
and Suprenant, 1982, p. 492) during a transaction (Caruana, 2002), whereas “service quality
expectations are conceptualised as the standard of future wants” (Boulding et al., 1993, p. 8).

Many organisations adopt marketing strategies and programmes focused on delivering
customer satisfaction (Awan and Rehman, 2014), believing that customer satisfaction gives
rise to customer loyalty and increased profitability (Gomez et al., 2004). Studies reinforce these
beliefs and suggest that customer satisfaction is a principal antecedent of customer loyalty
(Santouridis and Trivellas, 2010), has a significant favourable effect on loyalty (Yi and La,
2004); other factors affect the customer satisfaction–customer loyalty relationship (Lam et al.,
2004); and customer satisfaction mediates the service quality and customer loyalty
relationship (Hadi et al., 2016; Yee et al., 2010). Based on the mentioned literature, it is
postulated that:

H4. Customer satisfaction is statistically significant in influencing customer loyalty.

H5. Service quality (in the presence of customer satisfaction) is statistically significant in
influencing customer loyalty.

Customer loyalty
In an increasingly competitive business environment in which marketers and customer-
centric organisations recognise the cost incurred in acquiring a new customer far exceeds
that required to sustain the relationship with an existing customer (Myler, 2016); the
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favourable effect of service quality (Ladhari, 2009) and customer satisfaction (Lam et al.,
2004) on loyalty; and the positive relationship that exists between customer loyalty and
profitability (Bowen and Chen, 2001), “the issue of customer loyalty is becoming
increasingly important” (Baumann et al., 2012, p. 148). However, researchers (Al Otaibi and
Yasmeen, 2014) suggest that considering the complexity of the effect of service quality and
customer satisfaction on customer loyalty, further investigation is warranted.

Kyle et al. (2010) propose that the two recognised dimensions of loyalty are the attitudinal
dimension (customers repurchase intention and willingness to recommend the service to
others) and behavioural dimension (repeat purchases). The two-dimensional composite
measurement of both attitude and behaviour is recognised to significantly increase the
predictive power of customer loyalty (Pritchard and Howard, 1997). Consequently, in this
research, a composite approach to customer loyalty as suggested by Bowen and Chen (2001)
is adopted.

Conceptual model
The conceptual model (Figure 1) is developed based on and linked with the literature review
and forms the basis of this research and analysis. We attempt to determine the gap between
customer’s service expectations and actual service performance perceptions, the influence of
service quality on customer satisfaction and customer loyalty, customer satisfaction on
customer loyalty and service quality (in the presence of customer satisfaction) on customer
loyalty.

Research methodology
Questionnaire design
An exploratory research approach was adopted to determine the difference between service
quality expectations and perceptions, the causal relationships between service quality,
customer satisfaction and customer loyalty and the mediating role of customer satisfaction in
the Fiji supermarket sector. Service quality was measured using a modified version of the
SERVQUAL survey instrument developed by Parasuraman et al. (1988). The SERVQUAL
instrument constitutes five dimensions of service quality, namely, assurance, empathy,
reliability, responsiveness and tangibles, and a 22-item, seven-point Likert scale for measuring

Figure 1.
Conceptual model and
hypotheses
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service quality. Each item is measured based on a customer’s responses to two statements:
measure of customer’s expectations of the service (E) andmeasure of customer’s perceptions of
the actual service received (P). The gap between customer’s expectations of service quality and
perceptions of the actual service quality received (P-E) when positive suggests customer’s
expectations have been met and service quality is perceived as satisfactory; when negative,
suggests customer’s expectations have been unmet and service quality is perceived as being
unsatisfactory (Parasuraman et al., 1988; Yousapronpaiboon, 2014).

However, the SERVQUAL instrument has been widely criticised (Mauri et al., 2013;
McCollin et al., 2011; Schembri and Sandberg, 2011), with authors questioning foundational
aspects such as the static nature of the instrument, considering the dynamic nature of the
service sector (McCollin et al., 2011); seven-point Likert scale (can lead to interpretation issues)
(Mauri et al., 2013) and item’s wording may need to be revised for certain business sectors
(Llosa et al., 1998). Regardless of the SERVQUAL criticisms, this instrument has been widely
administered by researchers to measure service quality in many varying business
environments (Donlagi�c and Fazli�c, 2015; Jones and Shandiz, 2015), including the
supermarket sector (Kitapci et al., 2013; Torres-Moraga et al., 2008), and persists as one of
the most widely utilised instruments for measuring service quality and aiding service quality
improvement (Sayareh et al., 2016).

For this research, the SERVQUAL questionnaire was modified to a five-point Likert scale
ranging from 1 (very low) to 5 (very high) and items’ wording modified to suit the
supermarket sector. A five-point Likert scale rather than a seven-point Likert scale was used
to assess service quality in this research for a number of reasons. Taking into account the
sample population of this research comprised the general public, researchers (Weijters et al.,
2010) support the use of a five-point scale when respondents are the general public and of a
seven-point scale when respondents have more developed cognitive ability. Also, a five-point
scale as opposed to a seven-point scale appears to be less confusing to respondents and to
increase response rate and response quality (Babakus and Mangold, 1992; Devlin et al., 1993;
Hayes, 1992). Use of a five-point scale alsomakes it possible to compare reliability coefficients
with other research using five-point scales (Saleh and Ryan, 1991). In spite of decades of
research, the issue of the optimum number of response categories in rating scales remains
unresolved (Preston and Colman, 2000).

Additionally, in terms of the data characteristics, Dawes (2007) found little difference
between the five- and seven-point means, no scale (either five-, seven- or 10-point scales)
produced data with markedly lower variances about the mean, or statistically significant
differences in skewness and kurtosis, more finely graded scales do not improve reliability and
validity results, none of the three formats is less desirable from the viewpoint of obtaining
data that will be used for regression analysis, and therefore, either five-, seven- or 10-point
scales are all comparable for analytical tools. Notwithstanding, earlier researchers such as
Finn (1972) found that the scale used in empirical research may affect the data. Dawes (2007)
also recommends that more knowledge of the impact of scale on data is desirable (Dawes,
2007). Hence, this study responds to the recommendation to contribute to new knowledge of
the impact of scale, by using a five-point Likert scale in the supermarket sector.

To measure customer satisfaction, three statements developed by Rust and Oliver (1994,
p. 73), relating to customer’s “cognitive and affective reactions to a service”, and the scale for
measurement of customer loyalty was based on the research of Aydin and Ozer (2005), as
cited in Santouridis and Trivellas (2010), with two statements relating to willingness to
recommend the preferred provider to others – “word-of-mouth” (attitudinal element) and
repurchase intention (behavioural element). While the customer satisfaction and customer
loyalty statements used in this study were originally developed in peculiar sectors, this
study’s researchers also note the suggestion of the prior researchers that to generalise their
research findings, they “should be studied in different sectors” (Aydin and Ozer, 2005, p. 922).
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Hence, this study responds to the recommendation to investigate the generalisability of scale
statements to “different sectors”, and in this instance, the supermarket sector. Both measures
used a five-point Likert scale (1 “very low” to 5 “very high”). All scales for measurement were
adapted to the Fiji supermarket sector.

Sample, site selection and survey method
A random sample of 480 supermarket customers in Fiji completed a public intercept survey.
Data were collected from supermarket customers in public spaces outside supermarkets at
fourmain urban centres of Fiji (Suva, Nadi, Labasa andLautoka), during the periodDecember
2015–January 2016. The four study locations were chosen as they constitute 494,252 citizens
(55 percent) of the population (Fiji Bureau of Statistics, 2017) and the highest concentration of
supermarkets. A public intercept survey method was adopted considering literature on this
method is scant (Flint et al., 2016) compared tomail, phone and internet surveys (Dillman et al.,
2014); reduced costs and increased effectiveness in contacting a local population (Blair et al.,
2014); and the streamlined survey process, considering the fast-paced urban areas where
potential respondents typically prefer not to be distracted by lengthy, time-consuming
surveys (Dillman et al., 2014).

Research analyses
Collected data were codified into a digital file, and Statistical Package for the Social Sciences
version 25 was used to analyse the data. Descriptive statistical analysis was used to establish
the questionnaire reliability, respondents’ demographic profile, mean gaps between customer
perceptions (P) and customer expectations (E) and correlations between constructs.
Inferential statistics were utilised to reach conclusions from these data. A paired sample t-
test was carried out to test a hypothesis whether a statistically significant difference between
customer’s expectations and customer’s perceptions of service quality of supermarkets in Fiji
exists. Simple linear regression analyses were also carried out to test hypotheses whether
service quality is statistically significant in influencing customer satisfaction and loyalty;
customer satisfaction is statistically significant in influencing customer loyalty; and multiple
linear regression analysis to test the hypothesis whether service quality (in the presence of
customer satisfaction) is statistically significant in influencing customer loyalty. Mediation
analysis was executed.

Findings
Descriptive statistics
The response rate of supermarket customers was 39 percent, as some supermarket customers
indicated they had no time available and/or no interest in completing the questionnaire. As
suggested by Lusty (2009), the questionnaire was not overly large, instructions and questions
were kept to a minimum, responding was simple and straightforward and responded to
questionnaires were checked for completeness. Hence, a high completion rate of 100 percent
was achieved. Also, Cronbach’s coefficient α was used to calculate the degree of internal
consistency, and the results revealed that α for the survey instrument was 0.975, and α for the
constructs (namely service quality expectations, service quality perceptions, customer
satisfaction and customer loyalty) were 0.975, 0.926, 0.941 and 0.907, respectively.

Demographic profiling of respondents revealed more females (n5 256, 53.3 per cent) than
males (n5 224, 46.7 per cent), more Indo-Fijian (n5 258, 53.8 per cent) than i-Taukei (n5 222,
46.2 per cent) and more married (n 5 356, 74.2 per cent) than single (n5 124, 25.8 per cent).
The respondents predominantly were aged from 31 to 40 years (n 5 158, 32.9 per cent),
followed by 21 to 30 years (n5 148, 30.8 per cent) and 41 to 50 year (n5 83, 17.3 per cent). The
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level of education of respondents was primarily secondary level (n 5 257, 53.5 per cent),
followed by tertiary level (n5 202, 42.1 per cent). Most respondents were employed as non-
executives (n5 336, 70.0 per cent) with a gross annual income ranging from Fijian $10,001–
$20,000 (n 5 318, 66.3 per cent). Mostly respondents purchase grocery items from a
supermarket (n 5 411, 85.6 per cent), followed by a corner shop (n 5 45, 9.4 per cent) and a
market (n5 24, 5.0 per cent). The frequency of purchase of grocery items was largely weekly
(n 5 306, 63.7 per cent), followed by daily (n 5 174, 36.3 per cent). Grocery item spend per
annum by respondents ranged from F$5,001 to F$ 10,000 (n5 243, 50.6 per cent), followed by
$2,501 to $5,000 (n5 99, 20.6 per cent) and $2,001 to $2,500 (n5 66, 13.8 per cent). Transport
utilised by respondents to travel to/from the place of purchase of their grocery items was
mainly by taxi (n5 241, 50.2 per cent), followed by car (n5 138, 28.7 per cent) and bus (n5 88,
18.3 per cent).

Analysis of the mean gap between customers’ expectations of service quality and
perceptions (P) of the actual service quality received (P-E) reveals that service quality
expectations (M 5 3.4948, SD 5 0.5685) exceeded service quality perceptions (M 5 3.2913,
SD 5 0.5815). The mean score of customer satisfaction (M 5 3.3111, SD 5 0.5406) and
customer loyalty (M5 3.3854, SD5 0.5908) whilst similarwere both below themean score for
customers’ service quality expectations (3.4948) and both above the mean score for
customers’ service quality perceptions (3.2913).

Table I shows that the Pearson correlations between service quality and customer loyalty
(r5 0.840, p < 0.01) and service quality and customer satisfaction (r5 0.892, p < 0.01) were
high positive correlations, and between customer satisfaction and customer loyalty
(r 5 0.911, p < 0.01) were very high positive correlations, according to the Hinkle et al.
(2003) rule of thumb for interpreting the size of a correlation coefficient. All correlations were
statistically significant at the 0.05 level (p 5 0.000).

Inferential statistics
A paired sample t-test was conducted to test hypothesis 1 and compare service quality
expectations and service quality perceptions. Table II shows there was a statistically
significant difference in the mean for service quality expectations (M5 3.4948, SD5 0.5685)
and the mean for service quality perceptions (M 5 3.2913, SD 5 0.5815), t(479) 5 30.841,
p < 0.001; therefore, hypothesis 1 is accepted.

Service
quality

Customer
satisfaction

Customer
loyalty

Service quality Pearson correlation 1 0.892** 0.840**

Significance (two-
tailed)

0.000* 0.000*

N 480 480 480
Customer
satisfaction

Pearson correlation 0.892** 1 0.911**

Significance (two-
tailed)

0.000* 0.000*

N 480 480 480
Customer loyalty Pearson correlation 0.840** 0.911** 1

Significance (two-
tailed)

0.000* 0.000*

N 480 480 480

Note(s): * correlation is significant at the 0.05 level (two-tailed); ** Correlation is significant at the 0.01 level
(two-tailed)

Table I.
Bivariate correlations
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A series of simple linear regressions (Models 1, 2 and 3) and one multiple regression (Model 4)
were conducted to determine whether the four conditions, as suggested by Baron and Kenny
(1986), for testing mediation hypotheses have been satisfied in this research:

(1) Verify the significance of the relationship between the independent variable (service
quality) and the mediator (customer satisfaction) – Model 1;

(2) Verify the significance of the relationship between the independent variable (service
quality) and the dependent variable (customer loyalty) – Model 2;

(3) Verify the significance of the relationship between the mediator (customer
satisfaction) and the dependent variable (customer loyalty) – Model 3;

(4) Verify the insignificance of the relationship between the independent variable
(service quality) and the dependent variable (customer loyalty) in the presence of the
mediator (Elite Research LLC, 2013) – Model 4.

If the four conditions are satisfied, then complete mediation is suggested to exist. However, if
only the first three conditions are satisfied, then partial mediation is suggested to exist
(Kenny, 2018).

The simple linear regression results (Models 1–3) and multiple linear regression results
(Model 4) are shown in Table III–V. For Model 1 (testing the significance of the relationship
between service quality and customer satisfaction), service quality was a statistically
significant influence on customer satisfaction (t(478) 5 43.033, p < 0.05), and therefore,

Model R R2 Adjusted R2 Standard error of the estimate

1 0.840a 0.706 0.705 0.321
2 0.892b 0.795 0.794 0.245
3 0.911c 0.831 0.830 0.243
4 0.913d 0.834 0.834 0.241

Note(s): a. Predictors: (constant), service quality; b. Predictors: (constant), service quality; c. Predictors:
(constant), customer satisfaction; d. Predictors: (constant), service quality, customer satisfaction

Model Sum of squares df Mean square F Significance

1 Regressiona 117.970 1 117.970 1145.493 0.000b

Residual 49.228 478 0.103
Total 167.198 479

2 Regressionc 111.265 1 111.265 1851.804 0.000d

Residual 28.72 478 0.060
Total 139.985 479

3 Regressione 138.906 1 138.906 2346.836 0.000f

Residual 28.292 478 0.059
Total 167.198 479

4 Regressiong 139.516 2 69.758 1202.054 0.000h

Residual 27.681 477 0.058
Total 167.198 479

Note(s): a. Dependent variable: customer loyalty; b. Predictors: (constant), service quality; c. Dependent
variable: customer satisfaction; d. Predictors: (constant), service quality; e. Dependent variable: customer
loyalty; f. Predictors: (constant), customer satisfaction; g. Dependent variable: customer loyalty; h. Predictors:
(constant), customer satisfaction, service quality

Table III.
Summary –Models 1–4

Table IV.
ANOVA – Models 1–4
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hypothesis 2 is accepted. For Model 2 (testing the significance of the relationship between
service quality and customer loyalty), service quality was a statistically significant influence
on customer loyalty (t(478) 5 33.845, p < 0.05), and therefore, hypothesis 3 is accepted. For
Model 3 (testing the significance of the relationship between customer satisfaction and
customer loyalty), customer satisfaction was a statistically significant influence on customer
loyalty (t(478)5 48.444, p< 0.05), and therefore, hypothesis 4 is accepted. ForModel 4 (testing
the significance of the relationship between service quality (in the presence of customer
satisfaction) and customer loyalty), service quality (t(477) 5 3.244, p < 0.05) and customer
satisfaction (t(477) 5 19.269, p < 0.05) were a statistically significant influence on customer
loyalty, and therefore, hypothesis 5 is accepted. The indirect effect (change in dependent
variable for every unit change in the independent variable that is mediated by the mediator)
was also calculated as suggested by Judd and Kenny (1981) based on the differences between
regression coefficients, and the results indicate that the effect (standardised coefficients beta)
of service quality reduced from 0.840 at the 1 percent significance level to 0.133 at the 5
percent significance level.

Discussion
The questionnaire used in this research comprised a modified version of the SERVQUAL
survey instrument developed by Parasuraman et al. (1988) to measure service quality, and
customer satisfaction and customer loyalty statements originally developed in peculiar
sectors. All scales for measurement were adapted to a five-point Likert scale and to the Fiji
supermarket sector. Regardless of these modifications and adaptations, the results of the
reliability analysis showed that the questionnaire, constructs and statements had a
satisfactory discriminating power, and the questionnaire can be considered a reliable
measure of supermarket customer’s expectations and perception of service quality and
customer satisfaction and loyalty in the supermarket sector of Fiji.

According to Yousapronpaiboon (2014), where the gap (P-E) between customer
perceptions (P) and customer expectations (E) is negative, as in this research, customers’
expectations have not beenmet, and service quality is perceived as being unsatisfactory. The

Model

Unstandardised
coefficients

Standardised
coefficients

t Significance

95.0% confidence
interval for B

B
Standard
error Beta

Lower
bound

Upper
bound

1 (Constant)a 0.570 0.084 6.844 0.000 0.411 0.742
Service
quality

0.853 0.025 0.840 33.845 0.000 0.804 0.903

2 (Constant)b 0.583 0.064 9.064 0.000 0.457 0.710
Service
quality

0.829 0.019 0.892 43.033 0.000 0.791 0.867

3 (Constant)c 0.087 0.069 1.263 0.000 �0.048 0.223
Customer
satisfaction

0.996 0.021 0.911 48.444 0.000 0.956 1.037

4 (Constant)d 0.071 0.068 1.043 0.000 �0.063 0.206
Service
quality

0.136 0.042 0.133 3.244 0.001 0.053 0.218

Customer
satisfaction

0.866 0.045 0.793 19.269 0.000 0.778 0.954

Note(s): a. Dependent variable: customer loyalty; b. Dependent variable: customer satisfaction; c. Dependent
variable: customer loyalty; d. Dependent variable: customer loyalty

Table V.
Coefficients – Models
1–4

TQM
32,3

552



mean score gap analysis and the paired sample t-test findings of this study show respectively
that a negative gap (�0.2035) between customer perceptions and customer expectations of
service quality and a statistically significant difference (gap) between customer’s service
quality expectations and customer’s service quality perceptions exists and suggests that
supermarket customers were dissatisfied with supermarket service quality. Themean scores
for customer satisfaction (M 5 3.3111) and loyalty (M 5 3.3853) suggest customers were
generally undecided tending towards agreeing they perceived supermarket customer
satisfaction and customer loyalty. Supermarket management andmarketers would do well to
note these findings and implement targeted strategies to improve customer’s perceptions of
service quality and promote customer satisfaction and loyalty.

While the Pearson correlations between the constructs of this study suggest high to very
high positive correlations, these correlations cannot be used by themselves to infer a causal
relationship between the constructs. However, these correlations could be useful to
supermarket management and marketers because they can indicate a predictive
relationship between service quality, customer satisfaction and customer loyalty that
could be exploited in practice.

Analysis in this research of the four conditions, as suggested by Baron and Kenny (1986),
for testing mediation hypotheses revealed that Conditions 1, 2 and 3 have been satisfied
(hypotheses 2, 3 and 4). The results of the multiple linear regression 4 (hypothesis 5) suggest
service quality (in the presence of customer satisfaction) is statistically significant in
influencing customer loyalty; therefore, Condition 4 has not been satisfied. Additionally, the
indirect effect results indicate that the effect of service quality on customer loyalty reduced
dramatically in the presence of customer satisfaction. Therefore, it is suggested that customer
satisfaction partially mediates the relationship between service quality and customer loyalty
in the supermarket sector of Fiji, reducing customer’s perceptions of service quality leading to
lower customer loyalty.

Conclusion and research implications
This study advances our understanding of the effect of service quality on customer
satisfaction and loyalty and the mediating role of customer satisfaction in the supermarket
sector of Fiji. This study is significant, considering that no such prior published studies have
been conducted in Fiji, the country- and industry specific-nature of these relationships
(Dabholkar, 1995) and the diffusion of large foreign supermarket chains into developing
countries such as Fiji have immense implications for existing supermarkets, corner shops,
and intermediaries in their respective supply chains and customers (Altenburg et al., 2016).

This study also responds to researcher’s recommendations and contributes to new
knowledge of the impact of scale by using a five-point Likert scale and the generalisability of
scale statements to “different sectors” and in this instance the supermarket sector. The
questionnaire is suggested to be a reliable measure and provides data characteristics suitable
for descriptive and inferential analysis of the general public supermarket customer’s
expectations and perception of service quality and customer satisfaction and loyalty in the
supermarket sector of Fiji.

Descriptive and inferential statistics suggest that customer’s service quality expectations
have not been met, and service quality of supermarkets in Fiji is perceived as being
unsatisfactory. It is suggested that these results are important to supermarkets in Fiji, as left
unaddressed could adversely affect their ability to compete in the local supermarket sector
and provide an opportunity for foreign supermarket competitors to capitalise on this
deficiency, grow their market share and further reinforce their position in the local
supermarket sector. The results from regression Models 1 and 2 inform that service quality
accounts for 79.5 and 70.6 percent of the variance, respectively, in customer satisfaction and
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customer loyalty, corroborate findings from studies of other countries (Falk et al., 2010; Kaura
et al., 2015; Lee et al., 2011) that suggest service quality plays an important role in customer
loyalty and satisfaction and are desirable goals of retailers (Shipton et al., 2017). Regression
Model 3 results also reinforces previous research findings of other countries that customer
satisfaction is a principal antecedent of customer loyalty (Santouridis and Trivellas, 2010).
Regression Model 4 and the mediation analysis results suggest that customer satisfaction
partially mediates the relationship between service quality and customer loyalty, reducing
customer’s perceptions of service quality, leading to lower customer loyalty, and supports
similar such findings by other researchers (Hadi et al., 2016; Yee et al., 2010). In summary, this
study provides an indication as to where supermarkets should target their marketing
attention and scarce corporate resources and may help in their efforts to service, satisfy,
retain and attract more long-term loyal customers in the increasingly competitive local
supermarket sector of Fiji.

This study has some limitations and opportunities for further research. Firstly, the results
pertain only to customers of the supermarket sector, sampled from fourmain urban centres of
Fiji. It would be interesting to extend future studies into non-urban areas of Fiji to understand
the reach of supermarkets into those areas and increase the sample size. Secondly,
considering that only the supermarket sector of Fiji formed the basis of this study, consumer
behaviour can be influenced by cultural variables (Kopalle et al., 2010) and satisfaction and
loyalty can differ between countries (Kursunluoglu, 2014), it would also be compelling to
determine if the results of this study are robust between other developing Pacific island
countries. Thirdly, because other antecedents (such as perceived value, corporate image and
price fairness) are suggested to also contribute to customer satisfaction and loyalty
(Grigaliunaite and Pileliene, 2013), future studies could include those variables, to further
explain the variance in supermarket customer’s satisfaction and loyalty.

In conclusion, it is suggested that this research could also inform government policy
makers in sequencing the supermarket sector transformation and assisting local
supermarkets to adapt to the changing retail landscape.
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