RELATIONSHIP BETWEEN SERVICE QUALITY AND CUSTOMER
LOYALTY: MEDIATING EFFECT OF CUSTOMER SATISFACTION AND
CUSTOMER TRUST
IN THAILAND’S AUDIT FIRMS

By

NUCHSARA PRINGVIRIYA

Dissertation Submitted to
Othman Yeop Abdullah Graduate School of Business,
Universiti Utara Malaysia,
in Partial Fulfillment of the Requirement for the Doctor of Business Administration



OTHMAN YEOP ABDULLAH GRADUATE SCHOOL OF BUSINESS
UNIVERSITI UTARA MALAYSIA

PERAKUAN KERJA TESIS / DISERTASI
(Certification of thesis / dissertation)

Kami, yang bertandatangan, memperakukan bahawa
(We, the undersigned, certify that)

NUCHSARA PRINGVIRIYA

calon untuk ljazah DOCTOR OF BUSINESS ADMINISTRATION
(candidate for the degree of)

telah mengemukakan tesis / disertasi yang bertajuk:
(has presented his/her thesis / dissertation of the following title):

RELATIONSHIP BETWEEN SERVICE QUALITY AND CUSTOMER LOYALTY, MEDIATING
EFFECT OF CUSTOMER SATISFACTION AND CUSTOMER TRUST IN THAILAND’S AUDIT FIRM’S

seperti yang tercatat di muka surat tajuk dan kulit tesis / disertasi.
(as It appears on the title page and front cover of the thesis / dissertation).

Bahawa tesis/disertasi tersebut boleh diterima dari segi bentuk serta kandungan dan meliputi bidang ilmu
dengan memuaskan, sebagaimana yang ditunjukkan oleh calon dalam ujian lisan yang diadakan pada:

10 September 2015.

(That the said thesis/dissertation is acceptable in form and content and displays a satisfactory knowledge of the
field of study as demonstrated by the candidate through an oral examination held on:

10 September 2015).
/)
Pengerusi Viva : ; Tandatangan /M -
(Chairman for Viva) Prof. Dr. Mahamad Tayib (Signature) s
Pemeriksa Luar : Tandatangan \(\[\_} :
(External Examiner) Prof. Dr. Wan Maznah Wan Omar (Signature) r—_
Pemeriksa Dalam ; . Tandatangan :
(Internal Examiner) Assoc. Prof. Dr. Nor Azila Mohd. Noor (Signature) Q\(\/@ .
L) [

Tarikh: 10 September 2015
(Date)

P>




Nama Pelajar . Nuchsara Pringviriya
(Name of Student)

Relationship between Service Quality and Customer Loyalty;

Tajuk Tesis / Disertasi _ * Mediating Effect of Customer Satisfaction and Customer Trust in
(Title of the Thesis / Dissertation)

—Thailand’s-Audit Firm’s
Program Pengajian . Doctor of Business Administration
(Programme of Study)
. . . - - - (L (,/J%(\(/\—)—‘}L/’-/
Nama Penyelia/Penyelia-penyelia  : 1.  Assoc. Prof. Dr. Faudziah Hanim bt Fadzil / ~
il

(Name of Supervisor/Supervisors) ]
e

2. Assoc. Prof. Dr. Syed Soffian b. Syed‘lsmail/ e

(Signature)



PERMISSION TO USE

In presenting this dissertation paper in partial fulfillment of the requirements for a
Post Graduate degree from the Universiti Utara Malaysia (UUM), | agree that the
Library of this university may make it freely available for inspection. | further agree
that permission for copying this dissertation paper in any manner, in whole or in part,
for scholarly purposes may be granted by my supervisor(s) or in their absence, by the
Dean of Othman Yeop Abdullah Graduate School of Business where | did my
dissertation paper. It is understood that any copying or publication or use of this
dissertation paper parts of it for financial gain shall not be allowed without my
written permission. It is also understood that due recognition shall be given to me
and to the UUM in any scholarly use which may be made of any material in my
dissertation paper.

Request for permission to copy or to make other use of materials in this dissertation
paper in whole or in part should be addressed to:

Dean of Othman Yeop Abdullah Graduate School of Business
Universiti Utara Malaysia
06010 UUM Sintok
Kedah Darul Aman



ABSTRACT

Customer loyalty is a competitive tool for companies. The growth and survival of
companies depend on how loyal their customers are, and the audit firm is no
exception. Customer loyalty has played an important role in achieving competitive
advantages. Customer loyalty can increase a company’s income, reduce costs and
lead to future revenue. The major drivers of customer loyalty are service quality,
customer satisfaction, and customer trust. Therefore, this study explores the
relationship among service quality, customer satisfaction, customer trust, and
customer loyalty and determines the mediating effect of customer satisfaction and
customer trust on the relationship between service quality and customer loyalty in
Thailand’s audit firms. The SERVQUAL model is an important instrument used to
measure service quality in this study. The respondents of the study are public
companies listed on the Stock Exchange of Thailand. The auditors are under
Thailand’s laws and regulations and are approved by the office of the Stock
Exchange of Thailand to audit the Securities and Exchange Commission registrants.
A total of 507 questionnaires were distributed, and only 296 questionnaires were
received. Seven hypotheses were developed and tested with multiple regression and
hierarchical regression analysis. The results indicate that the SERVQUAL model is a
good measurement of service quality in an audit firm. Firstly, service quality has a
strong positive relationship with customer satisfaction, customer trust, and customer
loyalty. Secondly, customer satisfaction has a positive relationship with customer
loyalty. Thirdly, customer trust has a positive relationship with customer loyalty.
Finally, customer satisfaction and customer trust partially mediate the relationship
between service quality and customer loyalty. Plausible reasons for the results are
discussed within the context of the study. Both practical and theoretical
contributions, as well as recommendations for future research made.

Keywords: Service quality, Customer satisfaction, Customer trust, Customer loyalty,
and Thailand’s Audit Firm



ABSTRAK

Kesetiaan pelanggan merupakan satu alat kompetitif bagi sesebuah syarikat.
Perkembangan dan kewujudan sesebuah syarikat adalah bergantung ke atas kesetiaan
pelanggan mereka, dan firma audit juga tidak terkecuali. Kesetiaan pelanggan telah
memainkan peranan yang penting bagi mencapai kelebihan daya saing. Kesetiaan
pelanggan juga boleh menambah pendapatan syarikat, mengurangkan kos dan
menambah hasil pada masa hadapan. Pendorong utama kesetiaan pelanggan adalah
kualiti perkhidmatan, kepuasan pelanggan dan kepercayaan pelanggan. Olehi tu,
kajian ini meneroka hubungan antara kualiti perkhidmatan, kepuasan pelanggan,
kepercayaan pelanggan dan kesetiaan pelanggan, serta menentukan kesan pengantara
yang mempengaruhi kesan kepuasan pelanggan dan kepercayaan pelanggan keatas
hubungan di antara perkhidmatan kualiti dan kesetiaan pelanggan di dalam firma
audit di Thailand. Model SERVQUAL merupakan alat yang penting yang digunakan
untuk mengukur kualiti perkhidmatan dalam kajian ini. Responden kajian adalah
terdiri daripada syarikat awam yang disenaraikan di dalam Bursa Saham Thailand.
Juruaudit pula adalah tertakluk di bawah peraturan dan undang-undang Thailand dan
telah diluluskan oleh pejabat Bursa Saham Thailand untuk mengaudit para pendaftar
Suruhanjaya Sekuriti dan Bursa. Sejumlah 507 borang soal selidik telah diedarkan
tetapi hanya 296 soalselidik telah dikembalikan. Tujuh hipotesis telah dibangunkan
dan diuji dengan menggunakan analisis regresi hierarki dan regresi pelbagai.
Keputusan menunjukkan bahawa model SERVQUAL adalah satu alat pengukuran
yang baik untuk meninjau kualiti perkhidmatan disesebuah firma audit. Pertama,
kuali tiperkhidmatan mempunyai hubungan yang kuat dengan kepuasan pelanggan,
kepercayaan pelanggan dan kesetiaan pelanggan. Kedua, kepuasan pelanggan
mempunyai hubungan yang positif dengan kepercayaan pelanggan dan kesetiaan
pelanggan. Ketiga, kepercayaan pelanggan mempunyai hubungan yang positif
dengan Kkesetiaan pelanggan. Akhirnya, kepuasan pelanggan dan kepercayaan
pelanggan adalah sebahagian pengantara hubungan antara perkhidmatan kualiti dan
kesetiaan pelanggan. Kajian ini juga telah menyatakan sebab-sebab yang munasabah
bagi keputusan yang telah dibincangkan. Sumbangan praktikal dan juga teori, serta
cadangan penyelidikan masa hadapan turut dibincangkan.

Katakunci:Perkhidmatankualiti,kepuasanpelanggan,kepercayaanpelanggan,kesetiaa
npelanggan,dan FirmaAuditdiThailand.
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CHAPTER 1

INTRODUCTION

1.0  Background of the Study

The market for audit service is generally viewed as a monopolistic
competition (Shailer, Cummings, Vatuloka, and Welch, 2004). In Thailand, audit
firms are competing with each other and faced with higher costs and high risk
activities in order to generate higher returns (Sonsa-ardjit and Vejaratpimol, 2010).
Comepetition in the audit firm has been intense, with a variety of service is being
offered (that is: auditing, bookkeeping/accounting, payroll, tax, legal, consulting,
investment/financial advising, and corporate recovery) to satisfy customer needs.
Some audit firms differentiate themselves from their competitors by specializes in

auditing clients of particular industries.

The increasing competition and innovation in the audit firms are beneficial to
customers. Increasing competition between audit businesses has led many companies
to consider quality as a strategic tool capable of influencing customer satisfaction,
customer trust and customer loyalty (Seto-Pamies, 2012; Shpetiem, 2012; Luo and
Bhattacharya, 2006; Ismail, Haron, Ibrahim and Isa, 2006; Lin and Wang, 2006). The
growth and survival of these companies depends on the loyalty of their customers.
Customer loyalty has a crucial role for audit firms in order to achieve the competitive
advantages (Lin and Wang, 2006). The customers’ loyalty increases the company’s

remuneration and decreases costs (Bodet, 2008). Several audit firms have adopted a
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