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Customer satisfaction model and its impact on customer
loyalty on the example of automotive companies

Abstract. Our research is devoted to the automotive companies of Indonesia. Analyzing six factors is
the focus of this research when it comes to automotive companies in Jakarta: Product, Price, Promotion,
Customer Satisfaction, Customer Loyalty, and the Influence of Products, Prices, and Promotions on
Customer Satisfaction and their potential impact on Customer Loyalty. Prowling through the automotive
company scene of Jakarta (including Pelumas Pikoli, PT Swap Energi Indonesia, Maruti Suzuki, and Otoklix)
we deployed a descriptive and explanatory survey. Our sample comprised a random gathering of 172
customers of the automotive companies in Jakarta during 2021-2022, whom we rigorously examined. The
kind of inquiry we made entails judging the causality of the situation. Our findings report an overall positive
outlook towards the automotive companies located in Jakarta. Remarkably, the products, promotions, and
prices exceeded benchmark standards. Additionally, our investigations reveal a high level of contentment
with the customer experience in automotive company restaurants. Finally, clutching onto swift loyalties, the
customers have cemented great relationships with the automotive companies in Jakarta. They should aim to
maintain consistency in their product range, pricing and promotional offers to ensure customer satisfaction.
This will, in turn, foster customer loyalty, which is vital for the success of these businesses. Specifically,
promotional offers have a significant impact on customer satisfaction and must be carefully managed to
ensure strong and lasting satisfaction. Overall, automotive companies in Jakarta should focus on creating
strong and unwavering customer satisfaction to remain competitive in their market.
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1. Introduction

Consumer satisfaction has become an essential goal for businesses, as competition in the
rapidly advancing business environment is intensifying. To keep up with customer desires and
exceed their expectations, companies must focus not only on acquisition but also on nurtu-
ring long-term relationships with existing consumers. According to Tjiptono (2007), customer
satisfaction is one of the central concepts in marketing theory and practice. It is defined as
the emotional state of an individual after comparing actual experience with their expectations.
The marketing mix in the field of service can be broken down into seven elements, as Gunawan
(2022) noted. These are product, price, place, promotion, people, physical evidence, and pro-
cess. The 4P concept that we typically associate with service marketing is incomplete, as ser-
vice products require the addition of three more P’s in order to make up a comprehensive mar-
keting mix.

According to a spokesperson for the Ministry of Industry in Indonesia, as reported on
January 13", 2015 in Antara news, Indonesia has more than 20 factories and plants for lubri-
cants or Lube Oil Blending Plants (https://www.edl.poerner.de, Shariati et al., 2013). These
facilities have a combined annual capacity of 1.8 million KL (kilo liters) for domestic produc-
tion and imports. However, the local market potential is only 850 thousand KL per year. This
means that there is currently an overcapacity of 47%. Naturally, this presents opportunities
for exports. However, the main question is whether Indonesia can compete with its foreign
competitors in price.

In Jakarta, automotive companies are facing a highly competitive lubricant business land-
scape. This industry has become increasingly lucrative in recent years, with new manufacturing
companies popping up frequently. These businesses aim to differentiate themselves through their
products’ quality and the services they offer. To stand out, automotive companies must develop
strategies that create a service marketing mix that ultimately pleases customers. With so much at
stake, it’s crucial that these companies take the right steps to ensure customers are satisfied with
their offerings.

One of the key elements to build loyalty is customer satisfaction. In line with the definition
by Kotler & Gary (2009), customer satisfaction refers to an individual’s contentment or discon-
tentment based on a comparison between their anticipation and the perceived outcome or item
(Peres et al., 2023; Jamalpour & Verma, 2022). It can be concluded that customer satisfaction is
gained over time, as customers repeatedly utilize goods or services, and each interaction contri-
butes to their level of satisfaction. Due to the accumulation of results, the element of time plays a
crucial role in ensuring customer satisfaction. This time accumulation involves a long-term pro-
cess that customers who are satisfied have found themselves repeatedly engaged in; purchasing
goods being one of the factors.

As indicated by Chan (2003), utilizing the 4P marketing mix model is becoming more popu-
lar in the retail industry for international markets. This model incorporates various aspects such
as product design, competitive pricing, cultural adaptability in advertising, and store displays
that are appealing to customers. The implementation of this model is key in building customer
loyalty. In Mayers et al. (2002) study, they discovered that a connection existed between price
and goods modification. However, research conducted by Kenesei and Todd (2003) made it
evident that shoppers prioritize price over promotional deals and so this becomes their prima-
ry consideration. Theodosiou and Katsikeas (2001) noted a correlation between adjustments
made to distribution alongside price corrections, and between promotion changes alongside
those made to price.

Researchers Krndzija and Pilav-Velic (2022) delve into the causes of customer disloyalty with
regards to the factors above. They aim to study the Influence of Products, Prices and Promotions
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on Customer Satisfaction and the Implications for Customer Loyalty through their research enti-
tled «Innovative behavior of Small and Medium Enterprises: A comprehensive bibliometric analy-
sis» (2022).

Amidst the process of procuring goods, multiple parties frequently play a role in the exchange
or purchase transaction (see Figure 1). It is imperative for marketers to identify the individuals in-
volved in such decisions and their respective functions. The decision-making process should not
be deemed mandatory for the consumer if there exist no other options. An absence of choice re-
sults in a «Hobson’s choice» scenario.

o

A

Price » Customer Satisfaction »  Customer Loyalty
Promotion /////://
Figure1:

Theoretical Framework
Source: Authors’ own research

2. Methodology

Using a quantitative research methodology with an explanatory approach, this study aims
to analyze and understand the views of customers residing in the city of Jakarta. A sample of
172 individuals during 2021-2022, was collected from different automotive companies in Jakar-
ta, based on the established rule of thumb for statistical analysis. Data was gathered via the use
of questionnaires and measured using a Likert scale. The Structural Equation Model (SEM) un-
der the Partial Least Square (PLS) approach was used for data analysis. The following hypothe-
ses were formulated for the research as stated in Table 1.

Table 1:
Research Hypothesis
No. Hypothesis
H1 Product has a direct impact on customer satisfaction levels
H2 Price has a direct influence on the contentment of consumers
H3 Promotion has an undeniable impact on customer satisfaction
H4 Product has a direct impact on customer loyalty
H5 In a direct manner, the price affects the customer loyalty
H6 Direct impact on Customer Loyalty can be achieved through promotion associated
H7 Something that holds direct influence on Customer Loyalty is Satisfaction
H8 The product's influence on customer loyalty cannot be denied, as demonstrated through high levels of customer satisfaction
H9 The cost is directly affecting the level of brand loyalty and Consumer Happiness
H10 Customer loyalty is nurtured by promotion, which have a direct impact on customer satisfaction

Source: Authors’ own research

3. Results

3.1. Validity and Reliability

Using the Wrap-PLS program to process data, Table 2 confirms that the questionnaire em-
ployed in the study is a valid representation of the variables Product, Price, Promotion, Custo-
mer Satisfaction and Customer Loyalty. Evidently, each variable value has a factor loading
greater than 0.50, thus demonstrating convergent validity.

In the presented chart, one can observe that the Discriminant Validity has been satisfied since
the Average Variance Extracted (AVE) value surpasses 0.50. Moreover, the variables depicted
above present that the questionnaire items are dependable for further analysis as the composite
reliability (CR) has gone beyond 0.70.
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Table 2:
Outer Model Evaluation
Variables Sub-Variables Cross Loading CR AVE Critical Value
Pri 0.805 0.885 0.793 1.0000
Product Pr2 0.790 0.923 0.858 1.0000
Pr3 0.842 0.828 0.706 1.0000
Pril 0.796 0.930 0.869 1.0000
Price Pri2 0.854 0.894 0.809 1.0000
Pri3 0.745 0.866 0.763 1.0000
Prol 0.693 0.785 0.646 1.0000
Promotion Pro2 0.797 0.885 0.793 1.0000
Pro3 0.745 0.866 0.763 1.0000
Cs1 0.682 0.943 0.891 1.0000
Customer Satisfaction cs2 0.770 0.831 0.710 1.0000
cs3 0.745 0.866 0.763 1.0000
CS4 0.693 0.785 0.646 1.0000
cL1 0.797 0.885 0.793 1.0000
cL2 0.842 0.828 0.706 1.0000
Customer Loyalty CL3 0.796 0.930 0.869 1.0000
cL4 0.854 0.894 0.809 1.0000

Source: Authors’ own research

3.2. Hypothesis Testing

For the testing the hypothesis the impact of the variables (Product, Customer Satisfaction,
Price, and Customer Loyalty) are evaluated in Table 3.

By examining Table 3, we can observe that H1 has a profound impact as reflected by its #-test
value of 8.119 surpassing the ¢-table value of 1.99. The same can be said for H2, whose ¢-test va-
lue of 9.136 exceeds the ¢-table value of 1.99. H3 also displays a substantial impact with a #-test
value of 16.127 which surpasses the ¢-table value of 1.99. Therefore, all three variables demon-
strate a significant influence on the study. Impacts from factors H4, H5, H6, and H7 show signifi-
cant changes, indicated by #-test values of 8.119, 9.136, 16.127, and 8.119, respectively. All values
are greater than the #-table value of 1.99, indicating an influential effect.

The customer loyalty of a product can be influenced indirectly through customer satisfaction,
as displayed in Table 4. The coefficient for this indirect effect has been measured at 0.392832.
As for the influence of pricing on customer loyalty, a similar trend was observed in Table 4, with
a coefficient of 0.552636. Through Table 4, it becomes apparent that the customer loyalty is im-
pacted indirectly through the customer satisfaction as a result of the promotion. A coefficient
of 0.528642 reflects this indirect effect.

Table 3:
Direct Impact
Hypothesis Impact Path Coefficients t-test Result

H1 Product ->> Customer Satisfaction 0.528 8.119 Significant
H2 Price ->> Customer Satisfaction 0.714 9.136 Significant
H3 Promotion ->> Customer Satisfaction 0.683 16.127 Significant
H4 Product ->> Customer Loyalty 0.528 8.119 Significant
H5 Price ->> Customer Loyalty 0.714 9.136 Significant
H6 Promotion ->> Customer Loyalty 0.683 16.127 Significant
H7 Customer Satisfaction ->> Customer Loyalty 0.774 8.119 Significant

Source: Authors’ own research

Table 4:
Indirect Impact
Hypothesis Variable Impact
Direct Indirect
H8 Product ->> Customer Satisfaction ->> Customer Loyalty 0.528 0.528 X 0.774 = 0.392832
H9 Price ->> Customer Satisfaction ->> Customer Loyalty 0.714 0.714 x 0.774 = 0.552636
H10 Promotion ->> Customer Satisfaction ->> Customer Loyalty 0.683 0.683 x 0.774 = 0.528642

Source: Authors’ own research
4. Discussion

H1: Product has a direct influence on the Customer Satisfaction

According to the findings presented above, the impact of the product on customer satis-
faction is apparent with a 22.7% direct contribution which is supported by a #-count coefficient
of 3.504. Additionally, variables such as prices and promotions indirectly contribute to customer
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satisfaction by 6.4%. Overall, the product has a substantial effect on customer satisfaction with
arate of 29.17%. Therefore, it is safe to say that enhancing product factors is crucial in elevating
customer satisfaction levels.

H2: Price has a direct influence on the Customer Satisfaction

The data presented reveals that the impact of Price on Customer Satisfaction is significant,
directly accounting for 14.5% of the variation with a #-count coefficient of 2.455, surpassing the
t-table value at the significance level of (0.05) = 0.000. Price also has an indirect impact on cus-
tomer satisfaction through the Product and Promotion variables, contributing 6.69% to the over-
all score. The total contribution of price to overall customer satisfaction is 21.19% which strongly
indicates that price plays a significant role in shaping customer satisfaction.

H3: Promotion has a direct influence on the Customer Satisfaction

With a #-count coefficient of 2.017, Promotion is seen to directly contribute 37.21% to Customer
Satisfaction based on the above results. Meanwhile, the contribution of Product and Price varia-
bles through the indirect influence of Promotion is calculated to be 3.03%, and the ¢-table value
at the significance level a(0.05) = 0.049. Promotion’s direct impact on Customer Satisfaction can
thus be concluded to be significant, as shown by the positive value in the path coefficient. On the
other hand, Location’s contribution to Customer Satisfaction stands at 40.24%.

H4: Product has a direct influence on the Customer Loyalty

The survey results reveal that Pikoli lubricant is effective in making the engine smoother and
lengthening its service life, as agreed by a large percentage of respondents at 62.50% and
37.50%. This shows that Pikoli lubricant’s quality is impressive. However, when it comes to the
packaging of Pikoli lubricant products, there is a notable number of respondents, at 26.78%,
who disagree with its value components. This finding is concerning because, if component value
3 was shifted to the left, the percentage of disagreement would increase, which means that up-
dating the packaging is necessary.

H5: Price has a direct influence on the Customer Loyalty

Consumer loyalty is directly affected by the price according to the results of the research con-
ducted. Although some may argue that the price of Pikoli is affordable (https://www.tokopedia.com/
pikolilubricant), those who strongly disagree make up 0.98% and 16.18%, respectively. This leaves
a total of 58.58% who do not agree with the affordability of Pikoli lubricant, so a revision of its price
is needed for the automotive company management. However, when the price aligns with the
quality, it is aided by the presence of appropriate pricing.

HG6: Promotion has a direct influence on the Customer Loyalty

Consumer loyalty can be directly influenced by promotions according to the aforementioned
research findings. The prominence of Pikoli lubricants is highly attributed to its promotional
methods through various media channels such as magazines, TV and the internet. However,
though the brand’s presence via these mediums is widely accepted, there are still a few who ob-
ject to it (with a disagreement value of 0.98%). Similarly, advertising through print and electro-
nic media is also held in high regard by some but not by all, resulting in a non-optimal agreement
level. In contrast, Pikoli Lubricants consistently offer nearly the same discount rate on their pro-
ducts, which is perceived positively by most but there is still a 7.06% dissension rate.

H7: Customer Satisfaction has a direct influence on the Customer Loyalty

Customer loyalty appears to be influenced by customer satisfaction, as the test results indicate
that 46.3% of the influence comes from this factor, while the remaining 53.7% is attributed to other
factors. This points to a significant connection between satisfaction and loyalty. Clearly, boosting
customer satisfaction can go a long way in cultivating customer loyalty.

5. Conclusions

1. Having a good final score as an overall indicator, it is apparent that the products being offered by
automotive companies in Jakarta are of high quality. This explains the ability of Jakarta-based
automotive companies to provide customers with top-notch products.
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2. In Jakarta, it is apparent that automotive companies are offering competitive prices based on
the high final score of the overall indicator. This score reflects the ability of these companies to
offer prices that align with the quality of their products.

3. In Jakarta, the automotive firms are adept at executing promotions that yield favorable results.
The indication of this success is evident from the desirable final score.

4. In Jakarta, customers express contentment with the services provided. One can observe this
based on the satisfactory performance of indicators such as the physical infrastructure, de-
pendability, responsiveness, service guarantee, and empathy.

5. Good customer loyalty exists at automotive companies in Jakarta, as indicated by satisfacto-
ry scores. Thus, this condition clarifies that consumers of automotive companies in Jakarta are
content and committed.

6. Providing automotive products in line with the prices and promotions offered in Jakarta has an
effect on customer loyalty and satisfaction. Thus, there is a correlation between the company’s
products, prices, and promotions and the customers’ loyalty and satisfaction.
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