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Abstract

This study examines the impact of patients' perceptions of business ethics and healthcare service quality on their satisfaction
and loyalty within hospital settings. As healthcare becomes increasingly competitive, ethical conduct and service quality have
emerged as pivotal factors in ensuring patient retention. A quantitative research approach was utilized, with data collected
from 200 hospital patients through a structured questionnaire. The findings reveal a significant positive relationship between
business ethics and service quality on patient satisfaction. Moreover, patient satisfaction was found to strongly influence patient
loyalty. The results highlight the importance of ethical practices and high service quality as strategic drivers for enhancing
patient loyalty. The study concludes by offering managerial recommendations aimed at fostering better ethical standards and
improving healthcare service delivery to strengthen patient retention.
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1. Introduction

The healthcare sector globally increasingly faces pressures to provide high-quality medical services while
upholding strong ethical standards in its business practices. This is especially critical as the concept of business
ethics in hospitals pertains to the moral principles guiding interactions between hospitals, patients, and other
stakeholders. Ethical business practices are essential for establishing trust in long-term service relationships, as
patients often perceive the integrity of their healthcare providers as integral to their care experience [1].

Furthermore, adherence to ethical standards is instrumental in promoting patient loyalty. Yulyanti et al. point out
that satisfied patients are more likely to remain loyal to their healthcare providers, thereby supporting the
sustainability of healthcare institutions. In this context, patient satisfaction is not merely a reflection of the
technical quality of care received; it also encompasses the ethical dimensions of the care experience [2][3].

Simultaneously, service quality is a critical component in evaluating hospital performance. Introduced the
SERVQUAL model, which identifies five dimensions tangibles, reliability, responsiveness, assurance, and
empathy that directly influence customer satisfaction [4]. As patients become more informed and selective,
satisfaction and loyalty emerge as strategic outcomes for hospital competitiveness. The relationship between
patient satisfaction, service quality, and the influence of business ethics in healthcare settings is a significant area
of research, particularly relevant in the context of developing countries [5].

In addition to the direct factors of service quality, the ethical climate of a healthcare organization substantially
influences patient satisfaction and retention. Ethical leadership enhances job satisfaction among healthcare
professionals, subsequently boosting service quality and productivity [6][7]. A supportive and ethically driven
environment cultivates trust among staff and reflects positively on patient experiences. Ethically centered
practices, as discussed by Avcin et al., indicate that a positive ethical climate is crucial for delivering high-quality
healthcare services, which can directly enhance patient satisfaction levels [8]. Such dynamics are particularly
relevant in developing countries, where healthcare systems often face resource constraints and ethical challenges.
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Satisfied patients are more inclined to return to a healthcare facility and recommend it to others, which underscores
the essential link between service quality and patient loyalty [9]. This link is mediated by various factors, such as
the ethical climate in healthcare organizations and the perceived quality of care provided. Research demonstrates
that quality healthcare plays a critical role in enhancing patient trust and satisfaction. High-quality care is
fundamental to fostering patient loyalty, as individuals who perceive their healthcare experience positively are
likely to exhibit greater loyalty towards the facility[10] [11].

In their study, Park et al. emphasize that healthcare service quality encompasses the medical services delivered
and the overall treatment experience, integrating outcomes, processes, and environments that positively impact
patient welfare [11]. This aligns with findings from Singh and Garg, who articulate that the overall perception of
service quality directly correlates with increased patient satisfaction, thereby reinforcing the likelihood of return
visits [12]. However, studies on the combined impact of business ethics and service quality on loyalty in healthcare
settings remain limited, particularly in developing countries.

Supporting this, Singh and Garg articulate that the overall perception of service quality has a direct correlation
with increased patient satisfaction, reinforcing the likelihood of return visits to healthcare facilities [13]. They
argue that aspects such as reliability, responsiveness, and assurance in service delivery are crucial for building
patient loyalty. Nurgahawan et al. found that perceived service quality significantly influences patient treatment
decisions and loyalty in outpatient settings, highlighting the fundamental role of quality as a determinant of patient
choices [1].

Firstly, the connection between service quality and patient satisfaction is well-documented. For instance, Zebua et
al. demonstrate that emotional health, service delivery quality, and overall patient experience significantly
influence public patient loyalty in hospitals. They highlight that satisfaction acts as a mediator between service
quality and loyalty, affirming that improved service quality directly enhances patient satisfaction, thereby leading
to greater loyalty towards healthcare institutions [14]. This conclusion also aligns with findings from Nurhayati et
al., who argue that higher patient satisfaction is directly related to loyalty, which manifests in repeated healthcare
utilization and favorable recommendations [6][15].

Healthcare services represent one of the most sensitive sectors in society, as they deal directly with people’s well-
being, safety, and trust. In this context, business ethics and service quality are critical and inseparable components
of hospital performance [3]. Hospitals, as public service organizations, are expected not only to deliver high-
quality medical care but also to conduct their business practices in a transparent, fair, and morally responsible
manner [2][16].

Service quality is a multidimensional construct that encompasses various factors such as accessibility, reliability,
and the overall experience of care provided to patients. Morais et al. emphasize that the quality of health services
must be continuously evaluated to effectively impact population health, highlighting the importance of equity,
effectiveness, and technical adequacy in enhancing patient satisfaction and loyalty [17][18]. This is consistent with
findings from Setiabudi et al., which illustrate that patient satisfaction is closely associated with the perceived
quality of health services, ultimately reinforcing patient loyalty [4].

Globally, it has been observed that public trust in healthcare institutions is significantly influenced by the extent
to which ethical values are embedded in managerial decisions and service delivery. When patients perceive
unethical conduct such as lack of transparency in billing, unfair treatment, or misleading information their
satisfaction and loyalty decline, even if the technical quality of care is high [1].

When ethical standards are embedded into healthcare operations, they ensure that patients feel respected and
valued. For instance, Acharya et al. emphasize that service readiness, which includes guaranteeing a minimum
level of quality in health service delivery, is essential to avoid unethical practices that can lead to inefficient
resource use and decreased patient trust Acharya et al. (2020). Their findings resonate with the need for healthcare
providers to espouse ethical principles, particularly in developing nations where disparities may exacerbate patient
vulnerabilities [19][5].

Meanwhile, healthcare service quality is not limited to clinical outcomes or technological capabilities. It
encompasses the patient’s entire service experience from registration and communication with medical staff to the
cleanliness of hospital facilities and promptness of care. These elements shape the perceived service quality, which
serves as a foundation for patients to evaluate whether a hospital is trustworthy and worth revisiting [4]. In
developing countries like Indonesia, the healthcare system faces ongoing challenges in balancing high service
standards with ethical governance.
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Numerous patient complaints in recent years have highlighted concerns about medical staff behavior, unclear or
excessive medical charges, and poor hospital communication. These issues underline the importance of examining
how patients' perceptions of business ethics and service quality affect their satisfaction and loyalty.

Studies before have looked into how good service affects how satisfied customers are [20] [3], as well as how
satisfaction influences loyalty. However, research that integrates ethical perceptions into the healthcare loyalty
model remains limited, especially in the context of public and private hospitals in developing economies.
Therefore, this study aims to fill the gap by investigating the combined effect of business ethics and healthcare
service quality on patient satisfaction and loyalty. A better understanding of these relationships can provide
valuable insights for hospital managers to develop patient-centered strategies and build long-term trust with the
communities they serve.

2. Research Methods

This research adopts a quantitative explanatory approach, aiming to examine the relationship between patients’
perceptions of business ethics and healthcare service quality toward their satisfaction and loyalty in hospital
services. The study was designed to test several hypotheses derived from a conceptual model based on established
theories in consumer behavior and service management.

The population of the study includes inpatients and outpatients at selected private hospitals in an urban area of
Indonesia. The hospitals were chosen based on accessibility, patient volume, and willingness to participate. The
sampling technique employed was purposive sampling, with specific criteria including: patients aged 18 years and
above, who had received services at least once in the past six months, and were willing to complete the
questionnaire. A total of 200 valid responses were collected and used for data analysis.

Primary data were collected using a structured questionnaire that people filled out on their own. This questionnaire
was based on previous studies that have been checked and confirmed. The questionnaire had four main parts: (1)
how people see business ethics, (2) their view on healthcare service quality, (3) their level of satisfaction, and (4)
their loyalty as patients. Each part had several questions that measured different aspects. People answered on a
five-point scale, where 1 meant "strongly disagree" and 5 meant "strongly agree." The questions about business
ethics covered things like being open, fair, respectful, and keeping information private. The service quality
questions were based on the SERVQUAL model, which includes things like appearance, dependability,
helpfulness, confidence, and understanding. Satisfaction and loyalty were measured by looking at things like
people's intention to act in a certain way, how much they trust the service, and if they plan to come back.

Before sharing the questionnaire with the general public, it was checked by experts to make sure the questions
were clear and covered the right topics. A small test was done with 30 people to see if the questions worked well
and gave consistent results. Based on what was learned from that test, some small changes were made to the
wording and how the questions were structured. The data was then analyzed using a method called Structural
Equation Modeling (SEM) with a software called SmartPLS. This method was picked because it works well with
complicated models that include several different ideas and factors that might influence each other. The analysis
happened in two parts: first, they checked if the questions properly measured the ideas they were meant to, using
things like Cronbach’s Alpha, Composite Reliability, and Average Variance Extracted. Second, they looked at
how strong and important the connections between the ideas were, using path coefficients and t-statistics from a
process called bootstrapping.

To ensure ethical standards, the study kept participants anonymous, protected their responses, and got their
permission to take part. It was approved by the ethics committee of the institution. With this careful approach, the
study hopes to get results that are both accurate and trustworthy, which can help managers and researchers in
hospital service management.

3. Results and Discussions

3.1 Descriptive Analysis

The data obtained from 200 respondents were first analyzed using descriptive statistics to understand the
demographic profile and general perception patterns. The majority of the respondents were female (56%) and aged
between 26-45 years (48%), indicating that the active and decision-making population is highly represented in the
sample. In terms of education level, 62% of the respondents had at least a diploma or university degree, suggesting
a relatively high level of awareness regarding healthcare service standards and ethical issues.
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The mean scores of key variables indicated generally positive perceptions:
a. Perceived Business Ethics scored an average of 4.12, indicating that patients generally felt the hospital
was fair, respectful, and transparent.
b. Healthcare Service Quality had a slightly higher average of 4.25, showing that patients perceived the
service to be reliable, responsive, and empathetic.
c. Patient Satisfaction had a mean of 4.07, and Patient Loyalty was rated at 3.94, indicating a strong yet
slightly moderate inclination to return and recommend the hospital.

3.2 Measurement Model Evaluation

Using Structural Equation Modeling (SEM) through SmartPLS, the measurement model was checked for validity
and reliability first. All the numbers for how well each item measured its factor were above the suggested minimum
of 0.70. The Average Variance Extracted (AVE) for each concept was more than 0.50, which shows that the items
are measuring the same underlying idea. Also, the Composite Reliability (CR) and Cronbach’s Alpha scores were
between 0.82 and 0.91, which means the items are consistently measuring what they are supposed to.

3.3 Structural Model and Hypothesis Testing

The structural model was tested using a bootstrapping procedure (5,000 samples) to examine the significance of
path coefficients. The results are summarized as follows:
a. H1 Supported: Perceived Business Ethics — Patient Satisfaction
f=0.38,t=5.21, p<0.001
— Indicates that ethical practices, such as transparency and fairness, significantly influence how satisfied
patients feel after receiving care.
b. H2 Supported: Service Quality — Patient Satisfaction
f=0.49,t=6.67, p<0.001
— Demonstrates that high-quality healthcare services are crucial drivers of patient satisfaction, especially
responsiveness and empathy.
€. H3 Supported: Patient Satisfaction — Patient Loyalty
f=0.61,t=8.03, p<0.001
— Confirms that satisfied patients are more likely to return to the hospital and recommend it to others.
d. H4 Not Supported: Perceived Business Ethics — Patient Loyalty
f=0.08,t=1.12, p>0.05
— Suggests that although business ethics influence satisfaction, they do not directly lead to loyalty unless
mediated through satisfaction.
e. H5 Supported: Service Quality — Patient Loyalty
B=0.26,t=3.42,p<0.01
— Indicates that perceived service quality not only increases satisfaction but also has a direct positive
effect on loyalty.
The findings confirm the mediating role of patient satisfaction in the relationship between business ethics and
loyalty, and reinforce the direct influence of service quality on both satisfaction and loyalty. The framework of
expectation-confirmation theory (ECT) posits that perceived fairness and service excellence significantly drive
patient satisfaction, which subsequently influences continued patronage of healthcare services. This theory,
articulated by Oliver, illustrates the dynamic process wherein patient expectations shape their experiences and
perceptions of service quality. When healthcare providers meet or exceed these expectations, patients tend to report
higher satisfaction levels, fostering loyalty and repeat engagement.

The lack of a direct effect from business ethics to loyalty suggests that ethical conduct is necessary but not
sufficient to build loyalty. Patients may appreciate ethical behavior but require a satisfying experience overall such
as timely treatment, courteous staff, and clean facilities before committing to long-term loyalty.

From a managerial perspective, this highlights the importance of integrating ethical awareness into service
processes. It’s not enough to focus on compliance or marketing ethics; hospitals must also ensure that patient-
facing employees embody ethical principles during every touchpoint. On the other hand, continuous investment
in service quality, especially in staff responsiveness and assurance, offers a clear path to boosting both satisfaction
and loyalty.
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In comparison to previous studies, this research aligns with Ferreira, who emphasized service quality as a primary
driver of patient loyalty in developing countries [20]. However, the inclusion of business ethics as an antecedent
to satisfaction adds a novel dimension to the discussion, particularly in the healthcare context where ethical
violations can severely damage public trust.

4. Conclusion

This study aimed to investigate how patients’ perceptions of business ethics and healthcare service quality
influence their satisfaction and loyalty toward hospitals. The findings confirm that both business ethics and service
quality have significant and positive effects on patient satisfaction, with service quality emerging as a stronger
predictor. Furthermore, patient satisfaction acts as a key mediating variable that connects ethical and service
perceptions to patient loyalty. Importantly, the study reveals that while service quality can directly foster loyalty,
business ethics alone do not directly lead to loyalty unless they result in higher satisfaction. This suggests that
patients require a holistic experience one that is both ethically sound and service-oriented to develop lasting trust
and loyalty toward a healthcare provider. In summary, hospitals that consistently deliver high-quality services and
uphold ethical business practices are more likely to generate satisfied and loyal patients. This combination is
essential for building long-term relationships, sustaining reputation, and ensuring competitiveness in an
increasingly customer-driven healthcare landscape.
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