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Abstract 

This study provides the empirical testing to test the influences of contemporary leadership styles (i.e., transactional and transformational) 
on job satisfaction and customer satisfaction as the mediating variable between job satisfaction and customer loyalty. The approach utilized 
in this study was a quantitative research design using a survey model. The participants of this study were recruited from 160 front-liners 
in the airline’s industry in Indonesia. This study employed 160 front liners (flight attendants, reservation/ticketing, and check-in-counter 
officers) who worked in Branch Office/General Sales Agent of Indonesian commercial airlines. The studied airlines serve domestic routes 
based at Soekarno-Hatta International Airport. Furthermore, the data were examined the four developed hypotheses by using Structural 
Equation Modeling (SEM). The primary results are: First, in the context of job satisfaction, both leadership styles (i.e., transactional 
and transformational) have similar influences; Second, job satisfaction affects customer satisfaction positively and significant, Third, 
customer loyalty is driven by passengers’ satisfaction when they are utilizing the airline services. The findings imply that the working-role 
encouragement is essential to maximize the productivity of front-liners to serve their customer well. This research supports on developing 
the general knowledge based on leadership styles in the context of the airline’s industry in managing the human resources strategically. 

Keywords: Transactional Leadership, Transformational Leadership, Job Satisfaction, Customer Satisfaction, Customer Loyalty, Airlines 
Industry
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brought a dramatic impact on many aspects for all ASEAN 
member countries. According to ASEAN Economic 
Community Blueprint (2008), the AEC is the realization of 
the big idea to integrate all economic facets as promoted in 
the Vision 2020 in which all ASEAN member countries have 
agreed and committed to deepen and broaden its business 
and financial collaboration through prevailing and new 
strategies with clear timeframes.” Related to ASEAN Vision 
2020, the ASEAN leaders at their Summit in Kuala Lumpur 
in December 1997, has determined to develop ASEAN into a 
sound, well-off, and highly competitive region with impartial 
economic advancement, and lessened poverty and socio-
economic inequalities (ASEAN Economic Community 
Blueprint, 2008).    

Subsequently, there are five core elements (i.e., goods, 
services, investment, capital, and professional labors) are 
freely traded and streamed to support the goal of AEC. 
Focusing on the free flow of trained workers, this category of 
effort is applied for: (1) managing flexibility or facilitating 
access for the unrestricted flow of people engaged in 
business and financial trading, based on the existing 

1. Introduction 

The implementation of AEC (ASEAN Economic 
Community), was in force on 1st of January 2016, has 
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and established regulations for the host country, and (2) 
developing harmonization and standardization to facilitate 
the movement within the region. The unimpeded course of 
the qualified labor primarily enables professional and skilled 
ones in ASEAN to participate in the mobility of transnational 
business and related economic activities.  

The application of ASEAN Economic Community (AEC) 
that skilled and productive labor is one of the crucial factors 
that determine any organizations sustainability. It is in line 
with the Emsina (2014) and Tran (2020) statement, which 
argues that the employed-people productivity and economic 
growth are crucial elements in any economy, so if a business 
and financial crisis happened; actually, it reflects the plight 
of humanity in general.       

Since the role of labors or employees become 
significant in developing and maintaining an industry, 
many organizations are now attempting to retain its skilled 
employees, such as by giving them rewards or motivating 
with proper leadership style. There are two-leadership 
styles (i.e., transactional and transformational) which have 
opposite ways to motivate their employees/subordinates. 
Transactional leaders usually stimulate their subordinate by 
contingent reward while transformational ones provide more 
opportunities to share the vision and be more creative with 
its implemented strategies.  

Even though many studies have explored and discussed 
leadership styles, there is still a gap to be empirically tested. 
It is related to the contradiction regarding transactional 
leadership in the organizational context. Since their focus on 
contractual agreement and also extrinsic rewards to enhance 
the subordinate’s motivation (Bass, 1985), managerial 
(transactional) leaders usually impede the employee’s 
innovative efforts, and their leadership practices negatively 
influence their employees’ job satisfaction (Bono & Judge, 
2004). Thus, this study offers an opportunity to bridge the 
gap in different industry context and find out the effects of 
contemporary leadership styles on determinants that related 
to satisfaction and loyalty.    

2. Literature Review 

2.1.  Transactional and Transformational 
Leadership 

Sarros and Santora (2001) argue that in the managerial 
(transactional) leadership, employees are dealing with 
cost-benefit economic challenges offered by the leader or 
manager. This executive person would meet the employee’s 
or follower’s material and psychic needs in return for 
expected work performance. Transformational leaders raise 
the consciousness of followers by appealing to higher ideals 
and values such as liberty, justice, peace, and equality. Burns 

(1978) distinguished those two forms of leadership, as 
follows: transactional leader usually provides compensations 
to their follower in exchange for desired behaviors and 
practices, while transformational leadership occurs when 
there is an interaction between leader and follower to 
enhance the levels of innovation and motivation (Menon, 
2014). The relationship between leader and follower in 
managerial (transactional) leadership style is rooted on the 
reciprocal and deterministic ways; leaders use a bargaining 
process to motivate the subordinate’s behavior. In another 
hand, emotion is a basis for transformational leadership 
whereas trust and confidence are utilized for stimulating 
their subordinate.

There are several characteristics of transactional 
leadership (Vito et al., 2014: Doan et al., 2020). First, this 
type of leadership applies contingent reward as a stimulation 
method for their subordinate when they fulfill and complete 
their job responsibility, and also produce the excellent 
performance. Second, the managerial (transactional) leader 
usually implements an active management-by-exception 
(MBE) as a monitoring program to control the work of their 
subordinate and predict or prevent them from deviating 
goals of objectives (Bass, 1985). Third, transactional leaders 
are non-participating in which they take action only when 
a problem arises, as referred as passive MBE (Judge & 
Piccolo, 2004).    

Similarly, there are four characteristics to describe 
transformational leadership (Vito et al., 2014). First, the 
charisma becomes a powerful tool for the transforming 
leaders to produce a sense of referent power. Second, this type 
of leaders usually can inspire their subordinate by giving an 
opportunity to share their vision and emotionally connected 
with them. Third, the connection, which is already built by 
leader-subordinate, is used as a mentor or advisor to develop 
a focus for the subordinate (i.e., individual consideration). 
Fourth, the transformational leader stimulates the intellectual 
of their subordinate by assisting them in challenging the 
status quo, or discussing and analyzing the classic issues in 
new effective ways (Bass, 1985).

2.2. Job Satisfaction 

According to Locke (1969), the employee’s job 
satisfaction is the pleasant mental state as a result of one’s 
achievement appraisal or recognition on the attainment of 
one’s job values. Meanwhile, Spector (1997) describes it 
as an employee’s attitude, whether he or she will regard 
or disregard to their job responsibility, will be satisfied or 
dissatisfied with their job performance. Happy feelings 
and specific personal values resulting from employee’s 
job could also be referred to job satisfaction (Wagner & 
Hollenbeck, 2010). Moreover, job satisfaction is not only 
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about employee’s contribution but also organization’s 
feedback to what their employees have done (Ivancevich 
et al., 1997). Currently, satisfied employees are likely 
to be more productive; they will be more enthusiasts to 
provide the highest service quality to their customer, 
and hence significantly increased the profitability of one 
business (Pantouvakis & Bouranta, 2013). Furthermore, 
in this study, job satisfaction is conceptualized as the 
emotional feelings of the airline’s front-liners describing 
their happiness and gratification because of their ability to 
finish the job responsibility, serve their customer well, and 
get high recognition and proper compensation from their 
employer.

2.3. Customer Satisfaction 

Kotler (2001) explains satisfaction as customer’s feeling 
description, whether he or she is happy or disappointed, 
related to the offered product/service. It means that 
customers will compare their perception of the expected 
and received product/service’s performance. Dissatisfaction 
happens when the performance of product/service is below 
the customer’s expectation level, and on the other hand, if the 
performance is above their expectation, then, the customer 
will be satisfied. Zeithaml et al. (2006) argued satisfaction 
as the customer’s cognitive and affective evaluation on the 
purchased product or service. Moreover, it is in line with the 
research of Ha et al. (2011) and Suparno et al. (2019), which 
states that satisfaction is conceptually revealed as an overall 
product or service’s evaluation by the customer whom they 
will consider whether all the benefits of product/service met 
their needs or not. Therefore, customer satisfaction in this 
present study refers to the subjective and positive evaluations 
of the customer, especially passenger, toward the excellence 
of airline front-liners’ services.   

2.4. Customer Loyalty 

Oliver (1999) proposed loyalty as a firm adherence 
to repurchase or redeal with a favored item or service 
persistently onward, in this manner bringing repetitive 
same-trademark or same brand-set buying, despite incidental 
impacts and marketing endeavors having the ability to bring 
about diverting demeanor. Many researchers have mostly 
discussed two perspectives of customer loyalty. Attitudinal 
(cause) is the first perspective describing loyalty as customer’s 
desire to repurchase and maintain their relationship with the 
particular service providers, while behavioral (effect) is the 
perspective viewing customer loyalty as a repeat patronage, 
the percentage of real action when customers decide to 
purchase in a particular category. The latter is compared to 
the total amount of purchasing activity that has been decided 

by a customer in those specific categories (Yang & Peterson, 
2004). 

Furthermore, customer loyalty also related to the 
possibility of customer to suggest good things about the 
service provider based on their experience; to promote 
positive payroll to the others and encourage them to purchase; 
and the conviction of the customer to select and/or decide the 
provider as the first choice when they need product/service 
in the future. 

Oliver (1999) also subdivides customer loyalty into 
four stages (cognitive loyalty, affective loyalty, conative 
loyalty, and action loyalty). In subjective dependability 
(cognitive loyalty), commitment to rebuy product or 
service consistently based on product information from 
attribute performance levels, such as costs, benefits, and 
quality or value during customers’ consuming process. 
In the second phase of loyalty (affective loyalty), the 
customer usually decides to buy the same brand based 
on their feelings or liking due to they perceive satisfied 
when they have consumed the product or service before. In 
conative loyalty, the customer desires to own the specific 
brand more than cognition. They did not only have a 
commitment but also feel trust in the brand. The last phase 
(action loyalty) is the action that the customer does as a 
result of commitment and motivated intention to rebuy the 
product or service.  

This study is to examine the effects of transactional and 
visionary (transformational) leadership on job satisfaction 
and the intervening role of customer satisfaction within the 
relationship between job satisfaction and client loyalty, by 
proposing four hypotheses. It synthesized prior empirical 
findings and relevant theories to develop a logical relationship 
between the variables.  

Prior studies (e.g., Yammarino et al., 1998; Walumbwa 
et al., 2008; Pihie et al., 2011; Ewen et al., 2013) revealed 
the essential relationship between transactional leadership 
and job satisfaction. In the context of the service industry, 
the research of Pihie et al. (2011) concludes that managerial 
(transactional) leadership is affirmatively correlated with the 
lecturers’ job satisfaction. Also, they reveal that lecturers 
who are motivated by their transactional leader become more 
productive when compared to the other academic staff or 
employee. They will work harder to enhance and encourage 
the progressive development of their higher education 
institutions, achieve the high-quality performance and meet 
the students’ expectation, which those efforts will trigger 
the high level of lecturers’ job satisfaction. Similar with the 
previous study, Ewen et al. (2013) also clarify that contingent 
reward (transactional leader behavior) is confidently related 
with followers’ satisfaction of public schools in the western 
part of Germany. Therefore, referred to those prior empirical 
findings, the first proposed hypothesis is: 
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H1: Transactional leadership positively influences job 
satisfaction.     

Similar to the relationship between transactional 
leadership and job satisfaction, prior empirical findings 
disclosed a critical relationship between visionary 
(transformational) leadership and job fulfillment (Bartram 
& Casimir, 2007; Kara et al., 2013; Yaghoubipoor et al., 
2013). At least, there are three noteworthy empirical 
findings related to the connection of transformative 
management and employees’ job satisfaction. Firstly, the 
research of Bartram and Casimir (2007), which employed 
150 client-service administrators in an Australian call-
center as the sample, found the important and direct effect 
of the visionary and inspiring leaders on employees’ job 
satisfaction. Secondly, the same positive effect happened 
to hotel employees’ perceived QWL (quality of work 
life) when transformative leadership took place (Kara  
et al., 2013). They argue that managers’ leadership 
styles in the workplace will be essentially influencing 
the employee outcomes, resulting in the higher of 
employee’s commitment, productivity, and satisfaction in 
many aspects, such as in the work-life and non-work life 
domains, and even in their overall life (Sirgy et al., 2001). 
Thirdly, the study of Yaghoubipoor et al. (2013) identified 
a unique conclusive relationship between managers’ 
transformative administration styles as perceived by their 
aides and the stage of worker’s job fulfillment in the 
Iranian automotive industry. Furthermore, transformative 
managers encourage their subordinates to achieve the 
higher dignity and self-encompassment (Bass, 1985). 
Those supervisors usually show their deep concern to 
subordinate’s needs and create a sense of shared courage 
(Jung et al., 2008). It is to stimulate their team members to 
be more inventive and ingenious in their problem-solving. 
Therefore, referred to those prior empirical findings, the 
second proposed hypothesis is: 

H2: Transformational leadership positively influences 
job satisfaction.  

Understanding the employee’s job satisfaction is 
one of the critical things for the success of the business 
because it leads to a customer satisfaction (Jung and Yoon, 
2013). The more fulfilled laborers associate with, the more 
substantial amount of satisfied customer. This statement 
means that it is rare to find a contradictory relationship 
between these two variables (Wangenheim et al., 2007; 
Chi & Gursoy, 2009; Jung & Yoon, 2013; Pantouvakis & 
Bouranta, 2013; Eren et al., 2013; Mahmoud & Reisel, 
2014; Hur et al., 2015). The research of Hur et al. (2015), 

which empirically tested the employee’s job satisfaction 
in a South Korean home care provider, found a significant 
and positive effect on customer satisfaction. This finding 
revealed that highly satisfied service-employees would 
produce pleasing mood leading to favorable customers’ 
service quality evaluation. Similarly, there is a positive 
link between employee-customer satisfaction at the family 
restaurant in Seoul. Furthermore, satisfied employees, 
who work more productively, will affect positively and 
significant on customer satisfaction. Pantouvakis and 
Bouranta (2013) believe that satisfied employees are to be 
more encouraged, enabled, caring and involved to firm’s 
goals and also customer desires. Therefore, derived from 
those empirical findings and relevant theories, the third 
proposed hypothesis is: 

H3: Employee’s job satisfaction positively influences 
customer satisfaction.        

The basis of real customer loyalty is customer 
satisfaction. Many organizations are attempting to make 
their customer feel satisfied because creating customer 
loyalty is more profitable and efficient than obtaining 
and enticing new customer (Song et al., 2011). Many 
studies have discussed and proved the relationship 
between those two variables successfully (Chen & Tsai, 
2008; Ladhari et al., 2008; Liu & Jang, 2009; Yoon 
et al., 2010; Christodoulides & Michaelidou, 2011; 
Dolnicar et al., 2011; Picon et al., 2014). For example, 
the research of Picon et al. (2014) supports the connection 
between satisfaction-loyalty of 785 customers from 74 
insurance companies in the service sector. In the context 
of e-commerce sector, Christodoulides and Michaelidou 
(2011) showed the similar finding that there was the 
positive effect of e-satisfaction on e-loyalty. Also, the 
related study of Ladhari et al. (2008) shows that customer 
loyalty correlates positively with his or her satisfaction 
levels. Furthermore, those several previous studies 
concluded explicitly that the more the customers were 
satisfied, the longer they were loyal. Nevertheless, if 
customers feel dissatisfied with the service they have 
received, they were unlikely to utilize the same service 
providers, then they will move or switch their choice to 
the other providers. Therefore, based on those arguments, 
the fourth hypothesis is: 

H4: Customer satisfaction positively influences customer 
loyalty.  

There are four proposed hypotheses that can be 
summarized in the following research model (Figure 1). 
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3. Research Methods and Materials 

This study employed 160 front liners (flight attendants, 
reservation/ticketing, and check-in-counter officers) who 
worked in Branch Office/General Sales Agent of Indonesian 
commercial airlines. Those airlines are Garuda Indonesia, 
Merpati Nusantara Airlines, Mandala Airlines, Indonesia Air 
Asia, Lion Air, Wings Air, Sriwijaya Air, Kalstar Aviation, 
Express Air, Citilink, Trans Nusa, Batik Air, Susi Air, Aviastar, 
and Sky Aviation. The studied airlines serve domestic routes 
based at Soekarno-Hatta International Airport. The front 
liners responded to the distributed questionnaires to find 
out whether Indonesia’s airline industry fully implemented 
the transactional and transformational leadership or not. It 
also asked those staffs to respond to the questions, whether 
those kinds of leadership affected the needed employees’ job 
satisfaction to produce the highest quality of customer service, 
please, and maintain the loyalty of its customer or not.    

In this study, transactional and transformational leadership 
are independent variables. There are job satisfaction and 
customer satisfaction as intervening/mediating variables, and 
customer loyalty for the dependent variable. The dimensions 
of each variable will be mentioned in the following table. 

This study adopted the work of Sarros and Santora (2001) 
in developing the dimension and constructs of transactional 
and transformational leadership, the works of Wagner and 
Hollenbeck (2010) and Pantouvakis and Bouranta (2013) in 
defining the dimensions and constructs of job satisfaction. 
For the customer satisfaction’s dimensions and constructs, 
this study employed the research of Zeithaml et al. (2006) 
and Ha et al. (2011). Meanwhile, to measure the customer 
loyalty, the developed questionnaire used the research of 
Oliver (1999) and Yang and Peterson (2004).  

The correlation of independent variables, i.e., transactional 
and transformational leadership, shows that there is free of 
multicollinearity, due to the value (0.587) is less than the 
maximum value (0.80), which indicates the presence of 
multicollinearity (Gujarati, 1995). The correlation between 
both of leadership styles with job satisfaction is significant 
and positive. It implies an increase of those leadership styles 
will increase employees’ job satisfaction. Furthermore, 
the relationship between job satisfaction and customer 
satisfaction shows a considerable likelihood for an employee 
to provide an excellent service to their customer if they are 
already satisfied with their job/company. Moreover, the 
loyalty of customer will also increase if they feel satisfied 
with the service, as shown by the positive and significant 
correlation between customer satisfaction and customer 
loyalty, as described in Table 2. 

This study used factor analysis to test each construct’s 
validity and the estimation of reliability (alpha) of each 
variable (see Table 3). The Tabachnick and Fidell’s (1996) 
technique became the standard for factor analysis process 
until there were no invalid statement-items according to the 
criteria set out in SPSS 20 and its factor loading was equal 
to or higher than 0.5. This study used the Cronbach’s Alpa to 
test the consistency of the overall respondents in answering 
the statement-items of a particular variable (i.e., to examine 
the variable reliability). The Cronbach’s Alpha value should 
be commonly bigger than 0.6 (Hair et al., 2006). The higher 
value of Cronbach’s Alpha is the better reliability of the 
variables. From validity test, there are seven invalid items: two 
items of transactional leadership (CR3 and AM3); one item 
of transformational leadership (II3); two items of customer 
satisfaction (SQ5 and PC2); and two items of customer loyalty 
(CG4 and AT1), while other constructs are reliable.   

Figure 1: Research Model 
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Table 1: The Variable’s Dimensions

Variable Dimension Total of Statement
Transactional Leadership

(X1)

CR

AM

PM

LF

Contingent Reward

Active Management by Exception

Passive Management by Exception

Laissez Faire

3 items

3 items

4 items

4 items
Transformational 
Leadership

(X2)

II

IM

IS

IC

Idealized Influence

Inspirational Motivation

Intellectual Stimulation

Individual Consideration

6 items

7 items

9 items

8 items
Job 

Satisfaction

(Y1)

AC

CO

IN

RE

SS

ST

Activity

Compensation

Independence

Recognition

Social Service

Social Status

4 items

4 items

4 items

4 items

4 items

5 items
Customer Satisfaction

(Y2)

SQ

PQ

PC

PF

SF

Service Quality

Product Quality

Price

Personal Factors

Situational Factors

6 items

4 items

4 items

3 items

6 items
Customer Loyalty

(Z)

CG

AT

CT

AC

Cognitive Loyalty

Affective Loyalty

Conative Loyalty

Action Loyalty

4 items

4 items

3 items

3 items

Table 2: Inter-correlations

Constructs Mean Std.Dev. (1) (2) (3) (4) (5)
TCL 4.18 0.811 1 - - - -
TFL 4.79 0.659 0.587** 1 - - -
JS 4.35 0.667 0.750** 0.656** 1 - -
CS 4.22 0.532 0.645** 0.630** 0.730** 1 -
CL 4.13 0.689 0.630** 0.639** 0.733** 0.873** 1

Note: *** p < 0.001; ** p < 0.01; * p < 0.05; TCL = transactional leadership; TFL = transformational leadership; JS = job satisfaction;  
CS = customer satisfaction; CL = customer loyalty
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Table 3: Test of Construct’s Validity and Reliability

Construct Item Factor Loading Item Factor Loading Cronbach Alpha
Transactional Leadership CR1 0.668 PM3 0.660

0.903

CR2 0.681 PM4 0.607
AM1 0.732 LF1 0.778
AM2 0.781 LF2 0.824
PM1
PM2

0.548
0.520

LF3
LF4

0.820
0.793

Transformational 
Leadership

II1 0.556 IS3 0.714

0.968

II2 0.745 IS4 0.789
II4 0.654 IS5 0.713
II5
II6
IM1
IM2
IM3
IM4
IM5
IM6
IM7
IS1
IS2

0.667
0.665
0.788
0.822
0.823
0.705
0.805
0.849
0.767
0.652
0.631

IS6
IS7
IS8
IS9
IC1
IC2
IC3
IC4
IC5
IC6
IC7
IC8

0.796
0.800
0.819
0.770
0.741
0.775
0.570
0.744
0.754
0.544
0.779
0.800

Job Satisfaction AC1 0.659 RE1 0.653

0.968

AC2 0.814 RE2 0.691
AC3 0.837 RE3 0.695
AC4 0.725 RE4 0.655
CO1 0.786 SS1 0.763
CO2 0.791 SS2 0.753
CO3 0.746 SS3 0.842
CO4 0.717 SS4 0.799
IN1
IN2
IN3
IN4

0.790
0.827
0.804
0.764

ST1
ST2
ST3
ST4
ST5

0.773
0.787
0.755
0.767
0.783

Customer Satisfaction SQ1 0.719 PC3 0.777

0.949

SQ2 0.766 PC4 0.764
SQ3
SQ4
SQ6
PQ1
PQ2
PQ3
PQ4
PC1

0.651
0.615
0.682
0.756
0.865
0.852
0.756
0.733

PF1
PF2
PF3
SF1
SF2
SF3
SF4
SF5
SF6

0.751
0.551
0.704
0.654
0.778
0.689
0.662
0.540
0.637

Customer Loyalty CG1 0.646 CT1 0.708

0.925

CG2 0.650 CT2 0.757
CG3 0.773 CT3 0.771
AT2
AT3
AT4

0.782
0.802
0.735

AC1
AC2
AC3

0.797
0.834
0.714
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4. Results and Discussion 

Figure 2 indicates the results of four hypotheses testing. 
The test of the first hypothesis describes the positive influence 
of transactional leadership on job satisfaction (β = 0.674; 
p < 0.001). The result supports the works of Yammarino 
et al. (1998), Walumbwa et al. (2008), Pihie et al. (2011), 
Ewen et al. (2013), and Doan et al. (2020). In other words, 
the front-liners in airline’s industry in Indonesia are more 
motivated by transactional style, which is applied by their 
leader in the workplace. Obviously, contingent reward as a 
stimulation tool from their employer gives high influence to 
the subordinates to achieve their excellent performance.   

This finding is similar to the acceptance of second 
hypothesis (β = 0.391; p < 0.001), which shows the positive 
and significant relationship between transformational 
leadership on job satisfaction. It is in line with the 
previous studies by Bartram and Casimir (2007), Kara  
et al. (2013), and Yaghoubipoor et al. (2013). Furthermore, 
this result reveals that reward is not the only driving thing 
that could stimulate the front-liners to do their job well. 
It also provides the opportunity to share their vision, 
the challenge for problem-solving, and the emotional 
connection between leader-subordinate that is developed 
by trust and confidence. Moreover, those efforts, which 
are implemented by a transformational leader, drive 
the subordinates to be more creative and innovative to 
fulfill their job responsibility and be more satisfied with 
completing it.  However, regarding the Indonesian front-
liners case, the transformative leadership effect on job 
satisfaction is lower than the transactional one.

For the third hypothesis, the result shows that job 
satisfaction does affect customer satisfaction (β = 0.776; 
p < 0.001). It supports the prior studies of Wangenheim  
et al. (2007), Chi and Gursoy (2009), Jung and Yoon (2013), 

Pantouvakis and Bouranta (2013), Eren et al. (2013), 
Mahmoud and Reisel (2014), and Hur et al. (2015). This 
relationship currently describes that the front-liners, which 
are satisfied by their performance in the workplace, would 
share their positive mood and be more caring to the customer, 
especially airline’s passenger in this case. Also, the front-
liners perceive their job responsibility to serve the customer 
as the engaging and challenging task that must be completed 
well, to support the organization’s goals.

Similarly, the fourth hypothesis also demonstrates that 
customer satisfaction has a positive and significant effect 
on customer loyalty (β = 0.933; p < 0.001). This finding 
equals with the previous researches by Chen and Tsai (2008), 
Ladhari et al. (2008), Liu and Jang (2009), Yoon et al. 
(2010), Christodoulides and Michaelidou (2011), Dolnicar  
et al. (2011), and Picon et al. (2014). It also implies that as the 
satisfaction of customer about service in airlines increased, 
then the intention to repurchase and become a loyal customer 
would also upsurge. 

Meanwhile, the mediating effect’s tests show three 
important findings. First, job satisfaction performs a partial 
mediating effect in the relationship between transactional 
leadership and customer satisfaction. The indirect effect 
is 0.299 (0.674 x 0.444), bigger than the direct one of the 
transactional leadership on customer satisfaction (0.222). 
The study applied the Sobel test (Preacher & Leonardelli, 
2003) to examine the mediating effect significance of job 
satisfaction. The result was significant (z = 4.038 and p < 
0.01) as shown in Table 5. It implies that job satisfaction 
performs a mediating variable for a manager-subordinate 
exchange-based leadership and customer satisfaction, in-
which manager exchange rewards or punishment with the 
subordinates for the task performed, and in return presumes 
productivity, efforts, employee loyalty, and the satisfied 
customer (Naidu & van der Walt, 2005).  

Table 4: Fit Indices for the Measurement Model

Fit Index This Study Recommended Values Source
Df 6
χ2 81.431
χ2 / df 13.572 ≤ 3.00 Gefen et al. (2000)
GFI 0.849 ≥ 0.90 Hoyle (1995)
AGFI 0.622 ≥ 0.80 Chau & Hu (2001)
CFI 0.871 ≥ 0.90 Bagozzi & Yi (1988)
RMSEA 0.281 ≤ 0.08 Browne & Cudeck (1993)
TLI 0.785 ≥ 0.90 Bagozzi & Yi (1988)
RMR 0.071 ≤ 0.08 Arbuckle (2005)
NFI 0.863 ≥ 0.90 Hair et al. (1998)
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Second, the relationship between transformational 
leadership and customer satisfaction was partially mediated 
by job satisfaction. The indirect effect is 0.173 (0.391 x 
0.444), lower than the transformational leadership’s direct 
effect on customer satisfaction (0.252). By applying the Sobel 
test (Preacher & Leonardelli, 2003) to measure whether the 
job satisfaction’s mediating effect was significant or not, 
the result was substantial (z = 3.675 and p < 0.01) as shown 
in Table 6. Even though the effect of inspired and engaged 
leader-employee relationship on customer satisfaction was 
mediated by subordinates’ job satisfaction, which is reflected 
in their appreciation, decisive work fulfillment, and higher 
organizational outcomes (Givens, 2008; Berson & Avolio, 
2004), its direct effect was quite considerable. It implies 
that at the time the transformative leaders empower, respect 

and trust their employee to be productive, innovative, 
and perform optimally; consequently, those engagements 
will elevate customer satisfaction (Konczak et al., 2000; 
Namasivayam et al., 2014; Srivastava et al., 2006).   

Third, the relationship between job satisfaction and 
customer loyalty was fully mediated by customer satisfaction. 
The indirect effect is 0.367 (0.444 x 0.827), bigger than the job 
satisfaction’s direct effect on customer loyalty (0.124). The 
Sobel’s mediating effect test (Preacher & Leonardelli, 2003) 
revealed that the influence was significant (z = 4.067 and  
p < 0.01) as shown in Table 7. It implies that any companies or 
organizations want to achieve customer loyalty, they should 
build customer satisfaction first. The unsatisfied employees, 
specifically with their positions, are a great hurdle to develop 
customer loyalty (Ahearne et al., 2005; Gazzoli et al., 2010). 

         Note: ***p< 0.001 **p< 0.01 *p< 0.05
Figure 2: Hypotheses Testing

Table 5: Mediator Test of Job Satisfaction between Transactional Leadership-Customer Satisfaction

Model Relationships Standardised Estimate (Rc) Cr Sobel Test
1 Transactional Leadership – Customer Satisfaction 0.521** 4.038 Supported
2 Transactional Leadership – Job Satisfaction 0.674** 11.585

Transactional Leadership – Customer Satisfaction 0.222* 2.292
Job Satisfaction – Customer Satisfaction 0.444** 4.291

Note: *p<0.05; **p<0.01 (one-tailed test)

Table 6: Mediator Test of Job Satisfaction between Transformational Leadership-Customer Satisfaction

Model Relationships Standardised Estimate (Rc) Cr Sobel Test
1 Transformational Leadership – Customer Satisfaction 0.426** 3.675 Supported
2 Transformational Leadership – Job Satisfaction 0.391** 7.013

Transformational Leadership – Customer Satisfaction 0.252** 3.496
Job Satisfaction – Customer Satisfaction 0.444** 4.291

Note: *p<0.05; **p<0.01 (one-tailed test)
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In other words, the disgruntled subordinates produce a big 
negative energy flowing through the company, which finally 
the objective to become a high-performance organization, in 
which customer loyalty is one of the indicators, will never 
be achieved (Malhotra & Mukherjee, 2004). Therefore, 
it is important to determine the cause of the employees’ 
dissatisfaction, especially those who are dealing daily with 
the external customers (Gill & Mathur, 2007). 

5. Conclusions 

This study examines the influences of transactional 
leadership and transformational leadership on job 
satisfaction, customer satisfaction, and customer loyalty. 
By using a sample of 160 front-liners of several airlines in 
Indonesia and proposing the four hypotheses, this current 
study proposes some critical results. Both of transactional 
and transformational leadership significantly influenced 
the employees’ job satisfaction. The transactional 
leader usually implements contingent reward while the 
transformational leader is stimulated their subordinates 
by developing the emotional relationship, to achieve the 
high level of subordinate’s performance. Furthermore, 
now many organizations are focusing on satisfying 
their customer by motivating their subordinate, because 
maintaining the exist customer is profitable than creating 
new customer. 

This study also finds the mediating effect of job 
satisfaction in both leadership styles (transformational and 
transactional leadership) and customer satisfaction. This 
intervening influence is significant. It partially mediates the 
effect of manager-subordinate exchange-based leadership 
and transformative leadership on passenger satisfaction. It 
affirms the idea of creating employee satisfaction, firstly, 
through a suitable leadership style to achieve customer 
satisfaction. It also finds that customer satisfaction 
performs a full intervening role in the relationship between 
job satisfaction and customer loyalty. It confirms the idea 
of satisfying the company’s internal customer (employee) 
to encourage subordinates’ positive performance, which 
in turn yield customer satisfaction and build customer 
loyalty.

This research has several limitations, such as a limited 
number of frontline employees used, a cross-sectional 
study, and a specific airline industry, which it restricts the 
generalization of the findings. However, at the same time, 
it provides some research-extension possibilities, such as 
acquiring a large sample from other countries’ airline industry, 
a longitudinal study to explore the consistency effect, and 
a comparison from similar service-sector industries (e.g., 
healthcare industry, hospitality industry, higher-education 
sector, and public service). 
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