Influencing Factors on Customer Satisfaction and
Retention in Online Transportation in Indonesia

Margaretha Pink Berlianto®, Rudy Pramono?, Yohana F. Cahya Palupi Meilani®
{margaretha.berlianto@uph.edul, rudy.pramono@uph.edu 2'yohama.meilani@uph.edue'}

Universitas Pelita Harapan , Jalan MH Thamrin Boulevard 1100 Lippo Karawaci Tangerang’2?

Abstract. Thisstudy aims to investigate the effects of sales promotion, online customer
service, offline customer service, online dependencies, and corporate reputation on
satisfaction andthe effect of satisfaction on customer retention on online transportation
in Indonesia. The population of this study was individuals who had used online
transportation. The sampling technique used was purposive sampling. T he data analysis
method in this study is using PLS-SEM. The results of this study show that sales
promotion, online customer service, offline customer service, and online dependencies
have a positive effect on satisfaction and satisfaction have a positive effect on customer
retention. This research has succeeded in contributing to the online transportation
industry regarding the importance of sales promotion in creating customer satisfaction,
the importance for the manager to manage their online and offline customer service in
order to satisfy their customers, howonline dependencies can effect customer satisfaction
and also howto create the customer retention.
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1 Introduction

Southeast Asian ride-hailing active users are 40 million in 2019, which increases five-time
from 2015. In Indonesia, itself, the ride-hailing business achieved $6 billion in 2019, highest
among other countries in the Southeast Asian region, and predicted to achieve $18 billion in
2025 (34%) [1]. They offer convenience, value, and access to servicesand products that were
previously difficult to obtain. This phenomenon caused intense competition between
Indonesianandregional players, such as Gojek Indonesia and Grab Indonesia. To win this
intense competitionand sustainable, the online transportation service company must have a
competitive advantage comparedto its competitors. Some source of competitive advantage is
customer satisfaction and customer retention [2]. Maintaining customer retention is an
essential thing forthe companyto do, due to its capability to implies a long-termrelationship,
could maintain a sustainable business, reduce transaction costs, maximize the economic and
non-economic benefit, and with 5% improvement in customer retention increased average
customervalue by 125% and can lead toa 75% increase in profitability [2]. There are two big
players of online transportation in Indonesia, namely Gojek and Grab Indonesia. They
competing closely eachother by offeringa variety of services to createa sense of satisfaction
with consumers because of customer retention is a critical element of every organization's
success, retaining customers become heavy work in a very crowded market environment [3].
Grab, for example, is an online service ride-sharing owned by a Malaysian-based company



and as the most often used brand in Indonesia compared to other transportation booking
applications [4].

There are alot of research on consumer retention in previous studies in medical tourism
[5], retail industries [6], [7], banking sector [8]. However, still limited study, particularly in
investigate, Grab online transportation mode on customer satisfaction in Indonesia with data
analyzing usingthe Smart PLS program. Then the research questions formulated are: (1) Do
Sales promotion, Online customer service, Offline customer service, Online dependency, and
reputation have a positive effecton satisfaction? And Does satisfaction have a positive effect
on customer retention? This study aims to investigate the effects of sales promotion, online
customer service, offline customer service, online dependencies, and corporate reputation on
satisfactionandthe effect of satisfaction on customer retention on online transportation in
Indonesia, especially Grab. This study is tryingto contribute factors that online transportation
should pay attentionto, especially Grab-car in running their business so they could achieve
consumer retention.

2 Literature review

2.1 Satisfaction

Service satisfaction is a result of perceived quality or value [9] nd has been considered as a
fundamental determinantof long-termcustomer behavior [8]. Customer satisfaction defined as
a feeling or judgment of customers toward products or services after they have used them [10].

2.2 Sales promotion

Sales promotion is one of the most significant elements in marketing campaigns, and is
usually usedto encourage quicker purchases of particular products or services [6], and plays a
significant role in an online shopping environment and advertising strategy [11]. Accordingto
[12], sales promotion is marketing activities that provide extra value for customers. Research
results previously by [13], [14], [15] stated that sales promotionhas a positive and significant
effect on customer satisfaction. Thus:

H1: Sales promotion has a positive effect on satisfaction.

2.3 Online Customer Service

Customer service is particularly important for online and offline stores [16], [17], and has
become an important source of competitive advantage of online stores [18]. The customer
service ofonline stores is the provision of services to consumers before, during, and after a
purchase. Customer service refersto a responsive, helpful, prompt service that responds to
customer inquiries quickly [19]. The quality of online services also becomes an indicator to
determine customer satisfaction, which found that online customer service has a positive effect
on satisfaction [20]-[22]. Based on the description above, thus:

H2: Online customer service has a positive effect on satisfaction

2.4 Offline Customer Service

Offline customerservice in this study refers to the competencies of personnel or drivers of
online transportation in servicing their customers. Personneland customer interaction have a
positive influenceon satisfaction [23]. Previous research found that competencies of offline
customer service have a positive effect on satisfaction [24]-[28]. Thus:

H3: Offline customer service has a positive effect on satisfaction



2.5 Online Dependency

Dependency is now receiving more attention among researchers in the field of online
marketing, such as in online social media [29] orin online services [30]. Consumers depend
on service and its providers to fulfill their needs and goals. Habitual usage of online service is
essential forservice providers. Once customers are familiar with using online service, they
will be more prone to depend on it [30]. Prior research has examined online behavior and
platforms as resources that lead to dependency and have a positive effect on customer
satisfaction [20], [30]. Thus:

H4: Online dependency has a positive effect on satisfaction

2.6 Reputation

Corporate reputationis unique, impossible to copy, and fundamental for corporate success
[31]. A corporate reputation is “a collective assessment of a company’s attractiveness to a
specific group of stakeholders relative to a reference group of companies with which the
company competes for resources” [32, p. 100]. According to [33], a company with a good
brand reputation can form customer satisfaction. This statement supported by previous
research foundthat corporate reputation has a positive effect on satisfaction [34], [35]. Thus:
H5: Reputation has a positive effect on satisfaction.

2.7 Retention

Customer retention is one of the most crucial factors for a company due to the cost of
acquiring new customersin volatile market environments is very high, and customers have
become more profitable as they continue the business relationship with companies [8].
Customerretentionas a customer’s continuation of a business relationship with a firm [36].
Satisfied customers are believed to make more repeat purchases and to share their positive
experiences with others [37], which in the end is turning become as customer retention. The
more satisfied the customers are, the higher their retention is [8]. This statement in-line with
previous researchthat showed that customer satisfaction has a positive effect on customer
retention [8], [38]. Thus, the hypothesis developed as follows:

H6: Satisfaction has a positive effect on customer retention.
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3. Methodology

This study is quantitative research. The target population of this study is customers of Grab
car Indonesia. Non-probability sampling design technique used was purposive sampling with
three criteria: individuals who had ridden Grab car within the last three months and
experienced Grab carmore than three times. Thenumber of samples taken fromthis study was
200 respondents. Allthe indicators used in this study were taken from previous literature and
adapted to the specific research problem. The sales promotion was measured using four
indicatorsadopted from[6]. The online customer service was measured using three indicators
adopted from [19]. he offline customer service consists of four adopted from [24]. Online
dependency was measured using three indicators adopted from[30]. Reputationwas measured
using threeindicators adopted from [39]. Satisfaction consists of three indicators adopted
from [40]. Customer retention consists of four indicators adapted from [6] and [41]. The items
were five point Likert type scale item. The data in this study were analyzed using PLS-SEM.
According to [42], an indicator or variable is considers valid or reliable, if Composite
Reliability value higherthan 0.7, Indicator loadings value higher than 0.6, Convergent validity
should havethe Average Variance Extracted (AVE) value higher than 0.50 and Discriminant
validity have the AVE of each latent construct should higher than the construct’s highest
squared correlation with any other latent construct. The preliminary study uses 30
respondents. All items” and variables are valid and reliable.

4. Result and discussion

In total, 192 valid questionnaires were received for the data analysis, with a response rate of
96%. Table 1 presents that allindicators of all constructs have an outer loading value greater
than 0.6, the Average Variance Extracted (AVE) value above 0.5 and the Composite
Reliability value above 0.7. So, it can be concludedthatit has fulfilled the convergent validity
requirements.

Table 1. Results of Measurement Model

Measurement item Loading Measurement item Loading
Sales promotion (CR=0.889; AVE=0.668) Reputation (CR=0.936; AVE=0.830)
SP1 0.843 REP1 0.897
SP2 0.686 REP2 0.909
SP3 0.862 REP3 0.926
Online CS (CR=0.875; AVE=0.701) Satisfaction (CR=0.926; AVE=0.806)
PCsL 0.873 SATL 0.905
PCs1 0,838 SAT2 0.900
PCsL 0,799 SAT3 0.888
Offline CS (CR=0.869; AVE=0.624) Retention (CR=0.863; AVE=0.614)
C1 0.762 CR1 0.798
c2 0.777 CR1 0.860
C3 0.833 CR1 0.659
C4 0.786 CR1 0.803
Online dependeny (CR=0.905; AVE=0.762)

OoD1 0.857
0oD2 0.931

0oD3 0.827




As presentedin Table 2, it is seen that all square roots of average variance extracted (AVE)
are higherthan thecorrelation coefficientbetweenthe constructs. It means that this study has
adequate discriminant validity.

Table 2. Discriminant Validity of Constructs

OCs ONCS oD REP CR SP SAT

0OCS 0.790
ONCS 0.442 0.837

oD 0.445 0.495 0.873

REP 0.476 0.563 0.537 0.911

CR 0.490 0.620 0.609 0.543 0.784

SP 0.346 0.322 0.417 0.299 0.418 0.818

SAT 0.600 0.497 0.596 0.459 0.641 0.439 0.898

To test the hypotheses, SEM approachwere deployed. Asdisplay in Table 3, five hypotheses
were supported, because of the p-value < 0.05 and t-value >1.65, and one hypothesis were
rejected.

Table 3. Path Coefficients and Hypotheses Testing

H Path Coefficient t-value Pvalue Conclusion

H1 Sales promotion - satisfaction 0.142 2,510 0.006 Supported
H2  Online customer service -> satisfaction 0.141 2.000 0.023 Supported
H3  Offline customer service > satisfaction 0.349 5.538 0.000 Supported

H4  Online dependencies - satisfaction 0.308 4.417  0.000 Supported
H5 Reputation - satisfaction 0.006 0.072  0.471  Not Supported
H6  Satisfaction -> retention 0.641 17.733  0.000 Supported

Sales promotion has a positive effect on satisfaction, meaning that when a company held a
sales promotion, consumers feel satisfied with the offered. This study supports by previous
research [13]-[15]. Online customer service has a positive effect on satisfaction, meaning
Grab's online customer service that is available 24 hours andevenaccessed through the web
www.grab.com has a positive effect on customer satisfaction. This study supported by
previous research [20]-[22]. Offline customerservice has a positive effect on satisfaction. It
can be explained that when drivers give a good impression of the Grab service, then the
customer will be satisfied. This study supported by previous research [24]-[28]. Online
dependency has a positive effect on satisfaction, meaning consumers have a preference for
choosing Grab as a transportation service compared to others. This result supported by
previous studies [20], [30]. Reputationhas not a positiveeffect on satisfaction, meaning that
Grab's reputation in the eyes of consumers is already goodsoit has no effect on satisfaction.
This result is not supported several studies by [34], [35]. Satisfaction has a positive effect on
customer retention meaning becausetheir experienced, the consumers had positive feelings
about Grab services, they were satisfied so thatthey repeated the transaction with Grab. This
study supported by previous studies [8], [38].



5. Conclusion

This study succeeds in confirming that sales promotion, online customer service, offline
customer service, and online dependency have a positive effect on satisfaction, and
satisfactionhasa positiveeffect on retention. Implications managerial for this study are the
practitioners in thesefields should pay attention tosales promotion, online customer service,
offline customerservice, and online dependency in order to increase customer satisfaction.
Some ofthe strategies that manager cando regarding those factors are givinga sales discount
to the consumer, particularly in happy hour when the transactionis less than usual, manage a
responsive and helping online consumer services, training for the driverso they could deliver
an excellent service and having a right competencies, updating their business model which
customercould rely on this online transportation, and manage customer satisfaction while
providing the bestservice and be willing to correct deficiencies in services both online and
offline. The limitation of this study is that this study only focuses on sales promotion
techniques. Recommendations for future research are using this model in other online
transportation or other services and doing the study in other cities.
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