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Abstract

Batik industry is a business activity oriented towards customer loyalty and is demanded to show an increasing diversity of products with
various motives designed to prevent customers from moving to other companies. Therefore, the purpose of this study is to develop a
theoretical approach in solving problems in the relationship between service quality and product diversity on satisfaction and word of
mouth (WoM) and its impact on customer loyalty. Furthermore, this study also examined the mediating effects of satisfaction and WoM
in the relationship between service quality and product diversity on customer loyalty. This research’s object took the customers of Batik
Semarangan Craftwork, Indonesia, with the phenomenon of always developing creative and innovative Batik motif designs that can be
accepted by the market without leaving Semarang’s uniqueness. The total sample was 98 customers. The results of the study showed that
service quality and product diversity positively affected satisfaction and WoM and had a positive effect on customer loyalty. Besides,
satisfaction and WoM had a mediating effect on the effect of service quality and product diversity on loyalty. Thus, it is essential for

management to create and increase customer loyalty by paying attention to service quality, product diversity, satisfaction, and WoM.

Keywords: Service Quality, Product Diversity, Satisfaction, Word of Mouth, Loyalty

JEL Classification Code: J28, M31, O14, P42

1. Introduction

The existence, development, and advancement of
efforts to survive in a competitive market are related to the
company’s strategy to adapt to customers’ ever-changing
needs. The batik industry is a business activity oriented
towards customer loyalty and there is a growing demand
from the inductry to show an increasing diversity of products
with various motives designed to prevent customers from
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moving to other companies. It is a challenge for the batik
industry to retain customers amid intense competition by
making various efforts to improve service quality and the
product diversity to increase satisfaction and good word of
mouth to build customer loyalty.

Seeing this fact, the batik industry must be able to
maintain its potential to improve marketing strategies further,
considering the many competitors of Batik Semarangan.
Semarangan batik is, on an average, a product of batik
MSMEs that is growing very slowly. Until now, the position
of Semarangan batik was still at an embryonic level. Based on
research conducted by Tjahjaningsih et al. (2017) and the real
conditions on the field, it showed that Semarang people and
the broader community did not know well about the typical
Semarangan batik motifs. In fact, batik products are produced
based on market trends and public interest without eliminating
cultural roots to keep up with the times by providing good
quality service and product diversity. In line with the rapid
development and business competition, companies are
required to develop their products continuously by providing
good quality services to ensure their business’s survival.

The batik craftwork business unitis a business unit formed
from the results of the research output of the Master Plan for
the Acceleration of Indonesian Development (Tjahjaningsih
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et al.,, 2016), whose activities are currently developing as
a business that produces batik both in the form of fabrics
and fashion as well as developing various derivative craft
products using natural dyes. Batik craftwork is a form of
community-based business whose primary objective is to
empower the community and utilize surrounding natural
resources, developing batik motifs with a philosophy. Batik
craftwork is also at the center of research and development
of various innovative processes and products implemented
in the mass production of written and printed batik.

One of'the several efforts to develop creative and innovative
work is the Semarangan batik motif design that is acceptable
to the market without leaving Semarang’s uniqueness
(Tjahjaningsih et al., 2020). The use of computer-assisted
designs using fractal, Photoshop, and CorelDraw concept
software, which can combine drawing techniques with effects
or electronic brushes, can speed up motifs’ creation that is then
reproduced for further processing in batik.

Computer-assisted motif designs utilize fractal software
to speed up the process and develop various motifs based
on library objects stored in the fractal batik library to be
developed into a variety of different motifs (Figure 1). Using
the L-System algorithm and mathematical formula, batik
motifs can be made easily via a computer in a relatively faster
time and are easy to reproduce. How to design computer-
assisted batik using the fractal method has been developed,
but in combination with other software to minimize the
design’s monotony. Several patterns are needed to form
the overall batik motif so that the batik becomes a unique
work, which is not only suitable for clothing but can also
be used as a garment that exudes its owner’s uniqueness.
From this peculiarity, it is hoped that it can become a special
characteristic and is difficult for the competitors to imitate
due to the products’ uniqueness. Batik craftwork develops
various motifs produced from computer designs assisted
by fractal software, becoming the hallmark of Semarangan
batik with various derivative products according to market
trends without leaving cultural elements. The Figure 1 is one
of the batik craftwork products with natural dyes.

The various products made by the company reflect the
company’s ability to develop its business. Product diversity
results from heterogeneity in demand from various consumer

groups in the scenario of an intense competition, thus giving
consumers many choices (Rokonuzzaman et al., 2020). Sari
and Setiyowati (2017) and Suhaily and Soelasih’s (2017)
research explained that product diversity affected consumer
satisfaction. Meanwhile, Wilujeng and Mudzakkir (2015)
suggested that the product diversity had no significant effect
on satisfaction. Besides, Bhattacharya and Sen (2003) carried
out the research by giving the idea that customers with deep
involvement in a company and its various products become
supporters of the product or the company.

Moreover, perceived quality is the consumer’s overall
assessment of consumers’ standard service process
(Ranjbarian et al., 2012). According to the results of research
by Coker (2013), Giovanis, Zondiros and Tomaras (2014),
Shi, Prentice and He (2014), and Suhaily and Soelasih
(2017), service quality affected satisfaction. However, the
research by Hermawan et al. (2017) and Adi et al. (2019)
disclosed that service quality did not affect satisfaction.
Further, Shi, Prentice and He (2014), and Agha Kasiri et
al. (2017) explained that service quality influenced loyalty.
However, according to Jahanshahi et al. (2011), Muafa et al.
(2020), and Solimun & Fernades (2018), service quality had
no impact on loyalty.

Certainly, building service quality and product diversity
would increase satisfaction and word of mouth (WoM), as
explained by Alrwashdeh, Jahmani and Blend (2020) that
perceived telecommunication service quality and perceived
value increased user satisfaction and e-WoM in the context
of mobile operators in North Cyprus. WoM occurs when
customers talk their opinions to others about a particular
brand, product, service, or a company (Tsai et al., 2017).
Besides, WoM strategy of using online social networking is
generally believed to be effective for users because it makes
a good place for word of mouth marketing (Li & Du, 2017).
If customers share their opinion about a product’s goodness,
it is called positive WoM; however, if customers spread their
opinion about a product’s badness, it is called negative WoM
(Brown et al., 2005). Yoo, Sanders, Moon (2013) revealed that
eWoM had an effect on e-loyalty ineCommerce. The research’s
results by Pauwels, Aksehirli, and Lackman (2016) also found
that WoM marketing about product brands, advertisements,
and purchases could drive online and offline sales.

Figure 1: Batik with Creative Techniques
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Furthermore, customer satisfaction is customer feedback
in the form of evaluation after purchasing some goods or
services compared to customer expectations. Satisfied
customers mean similarity between goods and services’
performance with customer expectations, encouraging
them to repurchase the product/service. At the same time, a
disappointed customer will persuade other customers not to
repurchase, and as a result, the customer will move to another
brand’s competitor (Razak et al., 2016). Besides, Kasiri et
al. (2017) and Song, Wang, and Han (2019) uncovered that
satisfaction influenced loyalty. In contrast, Powers and Choi
(2018) revealed that satisfaction did not impact loyalty.

These phenomena are the background for the need for
research aimed at analyzing how service quality and product
diversity affect satisfaction and WoM, as well as their impact
on loyalty, the mediating effect of satisfaction, and WoM on
the effect of service quality and product diversity on loyalty.

2. Hypotheses Development

2.1. Effect of Service Quality on Satisfaction

Kotler and Keller (2012) define service quality as the
totality of a product or service’s features and characteristics
that depends on its ability to satisfy stated or implied needs.
Perceived service quality results from a consumer’s evaluation
of the service provider’s overall excellence or superiority
(Parasuraman, Zeithaml, & Berry, 1988), usually measured
by the SERVQUAL instrument (Parasuraman, Zeithaml, &
Berry, 1985). In order to achieve satisfactory service quality,
five main dimensions of service quality must be considered:
physical evidence, reliability, responsiveness, empathy, and
assurance. Service quality is a crucial thing that must be
considered and maximized in its implementation to continue
to survive and always be customers’ choice. The higher
the service quality’s performance compared to consumer
expectations, the higher the customer satisfaction. According
to the research of Alam & Al-Amri (2020), Nguyen, Pham,
Tran, & Pham (2020), Shi, Prentice, & He (2014), Lee &
Seong (2020), Suhaily & Soelasih (2017), Tran & Le (2020)
that service quality affect customer satisfaction. Thus,

H1: Service quality has a positive effect on customer
satisfaction.

2.2. Effect of Product Diversity on Satisfaction

Shorter product life cycles and increased competition in
a competitive environment increase company uncertainty
and organizations’ need to adapt. Consequently, the company
places the company’s facilities designed/shaped to be flexible
by being responsible for product lines and production
processes. Product diversity makes up the choice of an item
becoming increasingly varied; if the company is unable to

provide heterogeneity in the consumer demand, it causes
consumers to be less satisfied and less loyal to certain sellers
(Rokonuzzaman, 2020). The company’s flexibility leads to the
ability to produce a wide range of products. Product diversity
is an additional product of a core product, which can add
value to the core product. Product diversity is an attraction for
consumers, primarily as it can provide more varied alternative
choices, which leads to consumer satisfaction. The higher the
product diversity, the higher will be the customer satisfaction.
According to the research of Utama and Ngatno (2017), Sari
and Setiyowati (2017), and Febriana et al. (2017), product
diversity influenced consumer satisfaction. Thus,

H2: Product diversity has a positive effect on customer
satisfaction.

2.3. Effect of Service Quality on WoM

Word of Mouth (WoM) is the oldest mechanism through
which it can be disseminated, expressed, and built regarding
one’s opinion on products, brands, and services (Cengiz &
Yayla, 2007). WoM is an exchange of information between
people who know each other, either directly or indirectly.
Besides, it is a communication from one person to another,
where someone, as the information recipient, does not
feel any commercial value when the information provider
recommends things related to specific brands, products,
or services. Otherwise, dissatisfied consumers will share
unsatisfactory experiences and affect the impression about
the product. Research results by Saktiani (2015) and Liu &
Lee (2016) disclosed that service quality positively affected
WoM. The better the service quality, the more consumers
have a pleasant experience, and this will be responded to
by telling others both online and offline, and vice versa. If
consumers have an unpleasant experience, it will be told to
others. The higher the service quality, the higher the positive
WoM. This leads to the following hypotheses:

H3: Service quality has a positive effect on WoM.

2.4. Effect of Product Diversity on WoM

Product diversity is more likely to be carried out by firms
than non-diversity when they have difficulties related to R&D
activities (Tang, Tang, & Su, 2019). When a company wants
to find local applications for new knowledge, each R&D unit
must understand the wide range of technological expertise that
the subsidiary has. Product diversity, as a product range that
produces products with rapid changes in shape/design, follows
consumers’ needs and desires in accordance with prevailing
trends, introduces products faster with diverse products, reduces
uncertainty due to changes in consumer tastes, and increases
competitiveness. Libai et al. (2010) found that encouraging
customer-to-customer interactions could increase profitability.



Endang TJAHJANINGSIH, Dewi Handayani Untari NINGSIH, Agus Prasetyo UTOMO /
484 Journal of Asian Finance, Economics and Business Vol 7 No 12 (2020) 481-490

Compared to the traditional marketing activities, WoM referrals
had a greater short-term response and a more prolonged carry-
over effect (Pauwels, 2009). Study results by Huda and Syahrul
(2016), Adi, et al. (2019), and Anggraeni, Retnoningsih and
Muhaimin (2019) revealed that product diversity had a positive
impact on WoM. The higher the product diversity, the higher the
positive WoM. Thus,

H4: Product diversity positively affects WoM.

2.5. Effect of Service Quality on Customer Loyalty

Griffin (2013) stated that customer loyalty is a positive
attitude shown by customers towards a product/service
provider by repurchasing products or services offered by the
company in the long term and recommending the company
to colleagues and their families. The better the service
quality, the better the current customer commitment to deal
with a particular seller, brand, or service provider, although
there are other alternatives that the customers can choose
from (Shankar et al. 2003). It showed higher customers’
positive attitude in the form of repeated purchasing behavior
from time to time. The results of research by Setyowati &
Wiyadi (2016), Susanti & Ekazaputri (2018), and Adi et al.
(2019) discovered that service quality positively impacted
consumer loyalty. The higher the service quality, the higher
the customer loyalty. This leads to the following hypotheses:

H5: Service quality has a positive effect on customer
loyalty.

2.6. Effect of Product Diversity on Customer
Loyalty

The ultimate goals in achieving customer loyalty are to
increase sales revenue through increased purchase or use,
increase the diversity of products purchased, and retain
existing customers by fostering close relationships between
the product or service providers and current customers
(Hammond etal., 2013). Product diversity is product creativity
and process innovation that can explain the excellence
orientation of specific creative techniques that have the
advantages of product development, product differentiation,
and cost-oriented creative processes. Loyal product users
are often the target of various products, choices that make
them want to try products repeatedly. The results of research
by Prasetyo (2007), Nurhasanah (2010), and Nuraini (2014)
explained that product diversity had a positive effect on
customer loyalty. The higher the product diversity, the higher
customer loyalty. This leads to the following hypotheses:

HG6: Product diversity has a positive effect on customer
loyalty.

2.6. The Effect of WoM on Customer Loyalty

WoM refers to the efforts made by people who have
purchased a product, potential consumers, and actual
consumers to highlight both the positive and negative
attributes of a product or a company. WoM persuasion
will drive product purchases, depending on the WoM
content. In particular, WoM contains product reviews and
purchases that will positively affect a product’s purchase
compared to WoM that only contains product details (Tsai
et al,, 2017). Liang & Scammon (2011) suggested that
reading online recommendations would influence online
purchase intentions. Also, online recommendation sources
can be a traditional recommendation source or an upcoming
recommendation system within a group. Information
about the site and its offerings will provide assurance for
consumers. Findings of Dennis et al. (2009), Liang and
Scammon (2011), and Yoo, Sanders, Moon (2013) explained
that WoM positively affected customer loyalty. The higher
the WoM, the higher the customer loyalty. Thus,

H7: WoM has a positive effect on customer loyalty

2.7. Effect of Satisfaction on Customer Loyalty

Jahanshabhi et al. (2011) stated that customer satisfaction
results from customer perceptions of the value received
in a transaction or relationship where value complements
the service quality perceived by the customers relative to
the price and the cost. Lombart and Louis (2012) showed
that the result of customer satisfaction is customer loyalty.
The higher the consumer satisfaction, the more the
product performance is considered to be better as per the
expectations of the customers and as a result customers are
prone to talk about positive things about the product and the
service as well as perform repeat purchase in future. Walter,
Cle ff, Chu (2013), Adi et al. (2019), and Hak, Wang, and
Han (2019) stated that consumer satisfaction positively
influenced consumer loyalty. Customers who feel that they
get the product’s performance or service according to their
expectations will be consistent and have a high commitment
in the form of loyalty. Thus,

HS: Satisfaction has a positive effect on customer loyalty.

3. Research Methods

In this study, primary data were obtained directly
from respondents through questions/questionnaires by the
respondents. The population was all customers of Batik
Semarangan Craftwork. The sample size in this study was 96
customers. The sampling technique was purposive sampling
with the criteria that consumers had purchased the batik craft
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product at least two times and were willing to provide the
required information.

The data collection method used was a questionnaire
method using a 1-7 Likert scale. The measurement scale of
service quality variable was measured using 22 question items
developed by Parasuraman (1988), and product diversity
was calculated employing five-question items developed by
Chang et al. (2012). Besides, satisfaction was determined
using five-question items developed by Kotler and Keller
(2012), WoM was assessed employing three-question items
developed by Tsai et al. (2017), and loyalty was gauged using
four-question items developed by Kotler and Keller (2012).

The data processing technique was carried out using
descriptive analysis and statistical analysis. Descriptive analysis
was used to determine respondents’ general description, while
statistical analysis was employed to answer research questions
by analyzing and testing the empirical model with multiple
regression and Sobel test using SPSS 22.0 software.

4. Results

Respondents in this study were Batik Semarangan
Craftwork customers. The number of questionnaires distributed
to respondents was 100 questionnaires, and after the research
was carried out, 98 questionnaires were declared feasible so that
they were designated as research samples for further processing.
Based on the research results, it was known that respondents
at the age of 40-49 were 40 people (40.8%), female gender
consisted of 66 people (67.34%), having jobs as entrepreneurs
were 30 people (30.61%), and the latest education background
of bachelor (S1) was 290 (29.59%) respondents.

Table 1: Results of Multiple Linear Regression Analysis

4.1. Validity and Reliability Test

Based on the calculation, the KMO (Kaiser-Meyer-
Olkin) value of each variable was higher than 0.5, and
Bartlett’s Test of Sphericity (Sig.) value was <0.05. From
these requirements, each variable met the factor analysis test
criteria. All questionnaire items’ loading factor value was
higher than 0.5 so that all items were declared valid. The
reliability test in this study utilized a Cronbach alpha value
of 0.7, where a measuring instrument was declared to be
more reliable if the Cronbach alpha calculation results were
above 0.7. Likewise, in the variance extract test, no value
was below 0.50.

4.2. Multiple Linear Regression Analysis

Furthermore, testing the empirical model with multiple
linear regression was performed in Table 1.

Regression equation I: Y1 =0.494X1 + 0.326X2

The regression equation had a standardized coefficient
value of 0.494 for service quality and 0.326 for product
diversity. Service quality had a more substantial influence
on customer satisfaction than product diversity; it was due to
reliability, responsiveness, assurance, empathy, and evidence
according to customer expectations in influencing customer
satisfaction. Building customer satisfaction requires a high
service quality.

Regression equation II: Y2 =0.601X1 + 0.241X2

Model Test T test Information

Regression Model Sz(::alfe F Count sig. 8 sig

Y1 =al+B1X1+p2X2 + e 0.502 50,948 0.000

Quality of service to satisfaction 0.494 0.000 H1 is accepted
Product diversity on satisfaction 0.326 0.000 H2 is accepted
Y2 =02+ B3X1 + B4X2 + e2 0.556 62,957 0.000

Quality of service to WOM 0.601 0.000 H3 is accepted
Product diversity against WOM 0.241 0.002 H4 is accepted
Ve gg;ssf);; * BOX2 + B7Y1 0.714 62,639 | 62,639

Quality of service to loyalty 0.217 0.009 H5 is accepted
Product diversity towards loyalty 0.135 0.048 HG6 is accepted
WOM towards loyalty 0.246 0.008 H7 is accepted
Satisfaction with loyalty 0.364 0.000 H8 is accepted
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The regression equation had a standardized coefficient
value of 0.601 for service quality and 0.241 for product
diversity. Product diversity had a more substantial influence
on customer WoM than service quality. It was due to
various products, product coverage in the form of changes
in shape, and design/motif according to the prevailing trend
in accordance with customer expectations in influencing
customer WoM. Building customer WoM requires high
product diversity.

Regression equation III: Y3 =0.217X1 + 0.135X2
+0.246Y1 +0.384Y2

The regression equation had a standardized coefficient
value of 0.217 for service quality, 0.135 for product
diversity, 0.384 for customer satisfaction, and 0.396 for
WoM. Satisfaction had a more substantial influence on
loyalty. It was because the customer felt happy to make
a purchase, was satisfied to make a purchase, the product
met expectations, the product did not disappoint, and the
customer did not complain about the product. It indicated
that customer expectations affected customer loyalty.

4.3. Model Test

In model I, the Adjusted R Square value was 0.502.
It signified that the effect of service quality and product
diversity on satisfaction was 50.2%, or the variation of
changes that occurred in satisfaction could be explained by
50.2% of service quality and product diversity, while 49.82%
were influenced by other variables and were not examined.
The calculated F-value was 50,948 with a significance level
of 0.000 <0.05, meaning that the variable service quality
and product diversity simultaneously affected the customer
satisfaction variable. It indicated that the model that included
the research variables above was correct (goodness of fit).

In model II, the Adjusted R Square value was 0.556.
It denoted that the effect of service quality and product
diversity on satisfaction was 55.6%, or the variation of
changes that occurred in WoM could be explained by 55.6%
of service quality and product diversity, while 45.4% was
influenced by other variables which were not examined. The
calculated F value was 62,947 with a significance level of
0.000 <0.05, indicating that the variable service quality and
product diversity simultaneously influenced the customer
satisfaction variable. It suggested that the model that included
the research variables above was correct (goodness of fit).

In model 111, the Adjusted R Square value was 0.714. It
illustrated that the effect of service quality, product diversity,
satisfaction, and WoM on loyalty was 71.4% or the variations
in changes that occurred in loyalty could be explained by
service quality, product diversity of satisfaction, and WoM
by 71.4%, while 28.9% was influenced by other variables

researched. The calculated F-value was 62,839 with a
significance level of 0.000 <0.05, indicating that the variable
service quality, product diversity, satisfaction, and WoM
simultaneously impacted the customer loyalty variable. It
implied that the model that included the research variables
above was correct (goodness of fit).

4.4. Hypothesis Testing

This test aimed to determine the effect of the independent
variable on the dependent variable partially. This test was also
carried out to determine whether the proposed hypothesis
was accepted or rejected. The hypothesis is accepted if the B
value> 0 and the p-value <0.05 (Ghozali, 2016).

Based on Table 1, it can be seen that service quality had
a positive effect with beta = 0.494 and was significant on
customer satisfaction (p = 0.000 <0.05). Thus, hypothesis 1
was accepted.

Product diversity had a positive effect with beta = 0.326
and was significant on customer satisfaction (p = 0.000
<0.05); thus, hypothesis 2 was accepted.

Service quality had a positive effect with beta = 0.601
and was significant on customer WoM (p = 0.000 <0.05);
thus, hypothesis 3 was accepted.

Product diversity had a positive effect with beta = 0.608
and was significant on customer WoM (p = 0.002 <0.05);
thus, hypothesis 4 was accepted.

Service quality had a positive effect with beta = 0.217
and was significant on customer loyalty (p = 0.009 <0.05);
thus, hypothesis 5 was accepted.

Product diversity had a positive effect with beta = 0.135
and was significant on customer loyalty (p = 0.048 <0.05);
thus, hypothesis 6 was accepted.

WoM had a positive effect with beta = 0.246 and was
significant on customer loyalty (p = 0.008 <0.05); thus,
hypothesis 7 was accepted.

Satisfaction had a positive effect with beta = 0.384 and
was significant on customer loyalty (p = 0.000 <0.05); thus,
hypothesis 8 was accepted.

4.5. Mediation Test with Sobel Test

To testthe significant efficiency of the indirect (mediation)
effect, a software developed by Sobel (1982) was utilized,
which is better known as the Sobel test (Ghozali, 2016).

Satisfaction mediated the effect of service quality on
loyalty with a Z value of 5.5499 and a significance level of
0.000 <0.05. The indirect effect was greater than the direct
effect, so it could be said that satisfaction mediated the effect
of service quality on loyalty.

Satisfaction mediated the effect of product diversity on
loyalty with a Z value of 5.4312 and a significance level of
0.000 <0.05. The indirect effect was greater than the direct
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effect, so it could be said that satisfaction mediated the effect
of product diversity on loyalty.

WoM mediated the effect of service quality on loyalty
with a Z value of 5.1177 and a significance level of 0.000
<0.05. The indirect effect was greater than the direct effect,
so it could be said that WoM mediated the effect of service
quality on loyalty.

WoM mediated the effect of product diversity on loyalty
with a Z value of 5.0227 and a significance level of 0.000
<0.05. The indirect effect was greater than the direct effect,
so it could be said that WoM mediated the effect of product
diversity on loyalty.

5. Discussion

Service quality had a positive and significant effect on
customer satisfaction. The service quality applied by Batik
Craftwork could give a good impression and was in accordance
with the promise so that what the customer got was as desired,
which resulted in customer satisfaction. It is in accordance
with the opinion of Coker (2013), Giovanis, Zondiros and
Tomaras (2014), Shi, Prentice and He (2014), and Suhaily
and Soelasih (2017) that by increasing consumer satisfaction
with service quality, customers will be able to improve their
memory so that they are likely to refer to potential buyers.

Product diversity had a positive and significant effect
on customer satisfaction. Various products derived from
Batik Craftwork using natural dyes, unique products, and
distinctive products with their techniques would increase
customer satisfaction. In accordance with the opinion of
Sari and Setiyowati (2017) and Suhaily & Soelasih (2017), a
variety of products according to customer desires increased
customer satisfaction.

Service quality had a positive and significant effect on
WoM. Batik Craftwork’s service quality by always providing
good batik trends and market information would be a positive
experience, encouraging customers to share it in the form of
positive information. This study’s results support the findings
of Saktiani (2015) and Liu & Lee (2016), which revealed the
influence of service quality on WoM. The better the service
quality, the better and more pleasant will be the experience of
the customer, and it would be responded to by telling positive
things about the product to others both online and offline.

Product diversity had a positive and significant effect on
WoM. Product diversity of Batik Craftwork communicated
good messages through social networks through exhibitions,
fashion shows, and social media in the form of reseller
networks, Instagram, fan pages, Facebook, and websites.
These results support the findings of Huda and Syahrul
(2016), Adi et al. (2019), and Anggraeni et al. (2019), which
explained the effect of product diversity on WoM

Service quality had a positive and significant effect on
customer loyalty. High service quality would be a positive

experience that encouraged consumers to have a positive
attitude and behavior in the form of loyalty. This study’s results
also support the findings of Joshua and Haryadi (2013), Shi,
Prentice and He (2014), Setyowati & Wiyadi (2016), Agha
Kasiri et al. (2017), and Setyowati & Wiyadi (2016), which
stated that service quality positively affected customer loyalty.

Product diversity had a positive and significant effect
on customer loyalty. The various products produced by
Batik Craftwork were batik with a compound pattern of
batik motifs with natural dyes applied in fashion, bedding,
home decor, accessories, and merchandising. The results
of the production waste in the form of patchwork were
processed into various accessories. These various products
provided many choices to consumers so that they became
increasingly loyal. This study results support the findings of
Huda and Syahrul (2016), Adi et al. (2019), and Anggraeni
et al. (2019) that product diversity had a positive effect on
customer loyalty. Companies must increase their products
and services’ diversity to achieve customer satisfaction, and
it can lead to loyalty.

WoM had a positive and significant effect on customer
loyalty. WoM containing product reviews and purchases
would positively affect purchases (Tsai et al., 2017). NextYoo,
Sanders and Moon (2013) explained that eWoM affected
customer loyalty in their online shopping patterns. It was also
found that personal site identification had a more significant
impact on electronic loyalty than social site identification.
When WoM is positive, it will strengthen the consumer’s
positive experience of the product so that loyal attitudes and
behaviors will emerge. This study’s results support Liang and
Scammon (2011) findings that WoM positively influenced
customer loyalty. This study’s results also support the findings
of Dennis et al. (2009) that WoM affected customer loyalty.

Satisfaction had a positive and significant effect on
customer loyalty. This study’s results support the findings
of Muafa et al. (2020), Kasiri et al. (2017), Susanti and
Ekazaputri (2018), and Song, Wang, and Han (2019), which
found that satisfaction positively impacted customer loyalty.
The higher the consumer satisfaction, the more the product
performance is considered better than expectations so that
consumers talk about positive things about the product or
service, are willing to provide recommendations to others,
and are willing to make repeat purchases in the future.

6. Conclusion

Batik Craftwork, apart from being a place for education,
creativity, and innovation in the field of batik, also produces
innovative batik works for customers. Batik Craftwork also
provides assistance activities to the community on creative
techniques in batik, such as the tie-dyeing technique, shibori
and smock techniques, the use of natural dyes, and the use of
waste around the community.



Endang TJAHJANINGSIH, Dewi Handayani Untari NINGSIH, Agus Prasetyo UTOMO /
488 Journal of Asian Finance, Economics and Business Vol 7 No 12 (2020) 481-490

Service quality and product variety had a positive
influence on customer satisfaction. The higher the service
quality and product diversity, the more positive impact it
would have on customer satisfaction level. It means that to
build customer satisfaction, Batik Craftwork requires a high
service quality.

Service quality and product variety had a positive
influence on WoM. The higher the service quality and product
varieties, the more positive its impact on the customer WoM
level. To build a WoM for Batik Craftwork customers, high
product diversity is required.

Service quality, product diversity, customer satisfaction,
and WoM positively influenced loyalty. The higher the
service quality, product diversity, customer satisfaction, and
WoM, the more positive impact on the customer loyalty
level. To build customer loyalty, Batik Craftwork needs high
satisfaction.

Service quality was more effective in having an indirect
effect through satisfaction than directly on loyalty, and
product diversity more effectively affected indirectly
through satisfaction rather than directly on loyalty. Besides,
service quality had a more effective indirect effect through
WoM than directly on loyalty, and product diversity was
more effective in indirectly affecting WoM than directly on
loyalty.
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