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CUSTOMER LOYALTY OF EXPORT LOSS INSURANCE
IN SOUTH SULAWESI

Amron Achmad Nasir

Tndonesian Management Science Coflege (STIMT)
Makassar, Indenesia

ABSTRACT:

Phis study atmy to analfyze the influence of product guality, agent competency
and, company trust to the customers” lovalty of export fosy insurance bn South
Sulawesi, Indonesia. A survey method was wsed toguestion  the exporiers in
South Sulawesi. The structiral equation modeling (SEM) was used 1o analyse
the duta . The results concluded thar product quality, and agent competency
significantly influence to the company trusi.  Furthermore, product quality,
agent competency, and the company trust impact on customer lovalty, Product
quality and agent competency alsa shown an indirect influence on customer
loyalty through company trust, The implication of this study show that, in the
effort to increase the customers lovalty, it is necessary to inerease the product
quality and the agent comperency.
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INTRODUCTION

Research Problem

Product marketing of export loss insurance in South Sulawesi has been
increased, the increase of export increase showed by the increase of premium in 2008
total premium received increased as many as 13% compared with 2007 (South Sulawesi
in Statistic, 2007/2008). This trend outlines the potential for future market
opportunities, suggesting a continuous growth trend in the future. However, it also
competitive in the export loss insurance industry, with companies  establishing and
maintaining customers relationships.

Rescarch shows that the success of insurance companies in attracting and
establishing the customers during this time could not be released from the salesperson
(agent) of the company, (Zeithaml and Bitner, p: 112, 2004}, Salespeople communicate
directly with prospective customers or existing customers, so that they believe in, and
use the company service, Also,Welch (1982) explained that the quality considers the
best guarranty to the customers loyalty in facing the competition, and one way to be a
long growth and lasting income. The quality is form of totality product and service that
show charactenistic of good or service to satisfy clear or unseen needs (American
Society for Quality Control, 1989 in Rende and Haizer, 1997), It means there are two
main factors which influence the trust of customers to the company, namely agent
competency and product quality; and both will influence the customers loyalty to the
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company, °

These concept showed that the success of the company to build and to establish
the customers loyalty is influenced by many factors @ product quality, agen
competency, and the trust of customers to the company or brand (Zeitham! and Biner
2004; Moorman et al, 1992; Morgan and Hunt, 1994; Donev and cannon, 1997: Foster
and Cadongan, 2000; Barnes, 2001; Kennedy et al, 2002; Jong and Nootebom, 2003:
Laurent and Guenzi, 2004; Kotler and Keller, 2006; and Chematomy, 2006),

Based on the background description, the problems in this study can be
formulated as follows: (1) Do the product quality and agent competency give significant
influence to the customers trust of the company? (2) Do the product quality, agent
competency, and the customers trust give significant influence to the customers loyalty
of the company.

The objective to be obtained in this study are: (1) to analyze and to know the
significant influence of product quality and agent competency to the customers trust of
the company (2) to analyze and to know the significant influence of product quality,
agent competency, and the customers trust of the company to the customers loyalty.

This study is expected to give benefit : (1) knowledge development
contribution, particularly in the field of marketing service, (2) input for management of
the company insurance in formulating the programes to increase the customers loyalty,
and (3) reference materials to continue study related with the results of this study.

Theoretical and Conceptual Framework

Customers Loyalty

The business development concept nowadays is directed to create and to
establish the customers loyalty. The fundamental reason is the loyalty customers can
increase the competitive power and profitability obtained by the company, on the ot her
side the customers get warrant for the risk of product/service quality and those existing
materials and reduce the secking cost of product/service needed. However, the
unloyalty customers will move to the competitor company feeling disappointed with the
product quality/service and the service quality and will spread it to others or influence
others in order not 1o buy product/service of the company, so it will give impact to the
advantage level obtained by the company in long terms (Kennedy et al, 2001).

Sheath and Mittal (2004) define the customer loyalty by combining attitude and
behavior elements of buyer as follows: “customer loyalty is a customers commitment o
a brand, store, or supplier based on a strong favorable attitude and manifested in
consistent repatronage”,

Zeitham| and Bitner in Bloemer et al, (1999) explain that the measureme nt of
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customers loyalty related®with four dimensions that illustrate the positive attitude and
behavior of repatronage namely: (1) Purchase intention (2} Word -of-mouth. (3) Price
sensitivity. and (4) Complaiming behavior,

The ability of the company to establish the customers loyalty in long terms is
strongly determined by many factors, such as, the customers trust the company or brand
(Kennedv et al., 2001; Kotler and Keller, 2006; Chematony, 2006). The customers
loyalty to the company or certain product 1s influenced by some factors: Alternative
power, social and emotional factors and habitual action (Shent and Mittal, 2004).
Bames (2001) states the factors influenced the customers loyalty. for instance the
salesperson competency and the customers trust to the company.

Customers Trust to The Company (Company Trust)

The business development concept nowadays is focused on the customers
loyalty development in the long terms of the company. One of the factor that influence
the customers loyalty in the long terms is “customers trust to a brand or a company”
(Kotler and Keller, 2006; Chemasony, 2006; Kennedy et al., 2001; Morgan and Hunt,
1994; Morganosky and Cude, 2001; Zeithaml and Bitner, 2004; Lau & Lee, 1999),
Without high customers trust on the brand or company , the customers loyalty will not
be reached.

Kennedy et al. (2001) presented that the customers loyalty to the service
company is measured by four indicators: “1. the company can be trusted since it pays
attention to the exit customers, 2. the company can be trusted smee it pay s attention to
customers interest, 3. the company will not be lying to the customers although it gives
advantage to the company, 4. the company has honesty and morality standards™,

The customers trust to the salesperson (agent) resourced from the agent
competency considers one of the concepts that influence the customers trust to the
company and the customers loyalty (Holden in Kennedy et al., 2001; Wong and Sohal,
2002). The higher the customers trust to the agent the higher the customers trust (o the
company and it gives impact to the customers loyalty,

Product quality

The insurance 15 a product system which s not tangible product that can be
stored to be consumed in the future. The output from the system is called service that
can be consumed while in a production process. The input service production of a
system is the customer itself, The production process that changes the input 1o be an
output consist of labour, technology, information, and et cefera, The output from the
nsurance service system is a client who feels secure from the risk that might happen
(Buffa and Sarin, 1996),
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Kotler (1997) explained that if the company needs to stand in the competition,
morever to obtain profit, they do not have other choice excepl w carry out the total
quality management. In the same case, Welch (1982) explained that the quality
considers the best guarranty to the customers loyalty in facing the competition, and one
way to be a long growth and lasting income. The quality 1s form of totality product and
service that show charactenistic of pood or service to satisty clear or unseen needs
( American Society for Quality Control, 1989 in Rende and Haiz er. 1997)

Render and Haizer (1997) explains that the product quality especially influence
the company in four ways: namely (1) to increase the market and cost efficiency (2)
company reputation (3) company responsibility, and (4) international implication. The
product quality is the key choice to determine demand,

Parasuraman, et. Al. (1985) explained the service quality determine factors are
(1) Reliability, involves the performance consistency and can be trusted, (2)
Responsiveness, means mastering skill and knowledge needed to give service, (3)
Access, includes nearest and easiest to be contacted, (4) Politeness, includes polite,
respectful, attention, and employees hospitality, (5) Communication to the customer in
an understandable language, (6) Credibility, includes trust and honest, (7) Securty,
means free from danger, risk and ambiguity (8) Customers need understanding (9)
Tangibles, includes material fact of the services.

Agent Competency

Personal competency or personal quality 1s “the ability and individual skill in
carrying out their tasks well” (Robbins, 2003). Salesperson competency 15 the ability in
demonstrating and presenting product/service to the customers (Kennedy et al, 2002),

The policy purchase transaction in insurance service industry, is not the end of
the sales but it is the start of long term relationship with the customers (Goodwin,
1992). The role of agent in the insurance company is o look for the new customers and
to establish customers loyalty through some activity phases namely: “prospecting, fact-
finding, generating proposals, making the sales permutation, answering objection,
closing the sale, providing follow up service” (Goodwin, 1992).

“Salesperson competency is one of the most important factors that influence the
customers trust 1o the company” (Kotler and keller, 2006; Holden in Kennedy et al,
2002, Goodwin, 1992; Swan dan Nolan, 1985; Wong Sohal 2002; Lau & Lee, 1999).

Salesperson competency is measured with some indicators: salesperson ability to
master the discussion topic, product knowledge, the product component, types and
superior benefit of bargained product to the customers so the customers trust the
salesperson and company (Kennedy et al., 2002; Goodwin, 1992; Griffin, 2002; Bames,
2001; Sutojo, 2003; Sandra, 2002; Koler and keller, 2006},

Crustomer Lovalty of Export Loss Inswrance in South Sulawest
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Based on the literature study, conceptual frame of intervanable relation can be
arranged in the form of frame as follows |

Prosduct

(o e

~— [

Flgure 1 ;: The conceptual frame schame and intervariables relation

The explanations of figure | :

X; = Product quality
X1y = Reliability
X2 = Understanding
Xi1= Centainty
X1 4= Emphaty
X, s = Tangiable
Xa= Agent Competency

Xz 1= Using language ability
X2 Insurance service ability
Xy = Purchasing policy procedure ability
X:4= Paying claim procedure ability
X ¢ = Customer complain solving ability

Custamer Lovalty of Export Loss Insurance in South Swlawesi
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Y= Trust fo company / company trust

Y = Trust the company o realize their hope

Y12 = Trust the company to give good quick service

Y= Trust the company to guarantee the claim payment

Y 4= Trust on company personnel honesty and helpful to customer
Y, = Customer Loyalty

Y. = Rebuying services interest

Y12 = Telling the advantages and giving recomendation

Y, 1= Reject competitor product offer

Y14 = Giving complain to company

The hypothesis of this study are ; Product quality and agent competency give
significant influence 1o the customers trust of the company and Product quality, agent
competency, and the company trust give significant influence 1o the customers loyalty.

Methodology

This study was carried out on 18 October 2009 up to 18 March 2010 by using
survey method to the customers of export loss insurance in South Sulawest, Indonesia.
The population of this study was 280 exporters customers of export loss insurance, As
many as 172 exporters were taken as sample by using cluster random sampling .

Data collection used questionnaire technique and documentation. The use of
documentation technique was aimed to get secondary data, namely general condition
and the development of export loss insurance in South Sulawesi based on the Statistical
Centre Agency (STA) data of South Sulawesi Province. The use of questionnaire was
aimed to find out primary data from the subject of study (exporters) about must be-
measured vanables.

Data Analysis method in this study was using SEM (Structural Equation
Modelling) analysis technique with AMOS (Analysis of Moment Structural) version 7
program. The model that has been developed for further test in this study are:

Yi= apta X+ o+
Yor fotPiXit P Xat Py Yaten
= P+ Py Xy Pa Xa+ P (o + oy Xy o+ o0 X+ 6) + 6
= (ot Paag) H (B + Paag) Xy o+ (Bat fra) Xo o+ gy +62)
= B+ 0 X+ 8 Xyt py
Where: X, = product quality; X; = agent competency; Y| = company trust,
Y, = customers loyalty; , = us; Po= [b; dan 8, = 6, are the parameter; & |

error term Y 1; py = error term Y3, 8, = (Po+ Pang)i 6) = () + Pacy )i 6= ([l

Customer Lovalry of Export Loss Insurance in South Selawesi
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+ Patz); and py =Pt + £3).

RESULTS AND DISC USSION

Based on the structural model at the mind map by using primary data obtained

from the results of study o 172 exporters that was processed by using AMOS version 7
program, structural equation modeling (SEM) has been obtained. Goodness of it test
results like in Table 1 concludes this SEM maodel fulfill cut-off,

Table 1. Goodness of fil test results overall structural model

Ne. Indeks Cut-off Results Information
1. Chi-Sguare Small 125,891 Small
2. Probabililas Chi-Square =0.08 0,884 Fit
3. CMIN/DF =200 0,862 Fit
4. RMSEA =008 0.000 Fit
5. TLI =0.80 1.011 Fit
8. CFl =0.80 1.000 Fit
T HOELTER =2.00 238 Fit
Genarally Fit

Sourca: Fordinand (20025 Halr @t o, (2002); Solimum (2005) and the anatysis results

Based on the structural equation modeling analysis results that has been fulfilled

the goodness of fit eriteria, significant test of functional relation between independent
intervariables with dependent variables can be performed.

(p) on the weight regression, as presented on table 2,

Table 2. The estimations Results of structural model

The testing was done partially by using critical ratio (c.r) values and probability

Dapandaent Indepondent

o pubdi variables Estimato S.E CR P
Company ¢ Product Quality 0,520 0,064 5,818
Trust ' ! :

ml'mf (=  Agent Competency 0,384 0,064 B.044 | =
Cusiomas Product Quality

Loty - 0,208 0.077 2854 | 0.008
Cuslomars
Loyslly te== Agent Compelency 0. 266 0.054 4,612
Customis aei
Lovalty t==  Company Trust 0.505 0.081 6.272

Souma: Analysis resulis of pimary data, 2008

Customer Lovalty of Export Loss Invirance in South Sulawesi
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The Product gquality Influence to the Company Trust

SEM analysis resulted on coefficient direct line influence for the produet quality

of exporters trust to the company as big as 0.529 with cntical ratio va lue as big as 5618
and probabality 0.000

It means that the higher the product quality, the higher the exporters trust to the
company . Otherwise, the lower the product quality, the lower the exporter trust to the
company, by using the other assumption that influence the exporters trust to the
company 15 considered constant,

The amount of influences according to the statistic on the 1% significant level.
So, the hypothesis declare that the product quality direct significantly to the company
trust in the positive direct influence, based on the empirical facts of this study.

The signification of product quality influence to exporters trust to the company,
agrees with theorenical concept that becomes reference in this study (Swan and Nolan
1985, Bitner, 1995) and also agrees with the study.results : Kennedy et al. (2002);
Wong and Sohal (2002); Carvana (2000),

The influence signification product quality of exporters trust to the company
considers one of the answers in the effort to increase the exporters trust to the company.
The implication of this study shows that the important product quality factor to be
considered or it can be used as policy instrument in influencing the exporters trust to the
company.

Confirmatory factor analysis shown that five indicator for product quality were
positive and met cut off convergent validity test, that means all of indicators have got
positive relations and enough validity level o explain product quality, Empathy factor
have got higer loading factor as much as 0,866, So, e mpathy factor was important factor
for exporter to determine product quakity,

The Agent Competency Influence to the Company Trust

SEM analysis resulted on coefficient direct line influence  for the agent
competency of exporters trust to the company as big as 0,384 with eritical ratio value as
big as 6.044 and probability 0,000,

It means that the higher the agent competency, the higher the exporters trust to
the company . Otherwise, the lower the agent competency, the lower the exporter trust
to the company, by using the other assumption that influence the exporters trust fo the
company 18 considered constant,

The amount of influences according to the statistic on the 1% significant level.
So, the hypothesis declare that the agent competency  direct significantly to the
exporters trust of the company in the positive direct influence, based on the empirical

Crstomer Lovalty of Export Loss Inswrance (n South Sulawes
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facts of this study.

The sigmfication of agent competency influence to exporters trust to the
company agrees with theoretical concept that becomes reference in this study (Boles
and Barksdale, 2000; Swan and Nolan, 1985; Goodwin, 1992; Rober and Wang, 2004;
Lauren and Guans 2004; Park et al. 2005; Kotler and Keller, 2006; Othman et al ., 2006;
Chen, 2006) and also agrees with the study results of Kennedy et al. (2002), Bua
2008).

The influence signification agent competency of exporters trust to the company
considers one of the answers in the effort to increase the exporters trust to the company,
The implication of this study shows that the important agent competency factor to be
considered or it can be used as policy instrument in influencing the exporters trust to the
company.

Confirmatory factor analysis shown that five indicator for agent competency
were positive and met cut off convergent validity test, that means all of indicators have
got positive relations and enough validity level to explain agent competen cy. customer
complain solving ability factor have got higer loading factor as much as 0,921. So,
customer complain solving ability factor was important factor for exporter to determine

product quality.

The Product quality Influence to the Customers Loyalty

SEM analysis resulted on coefficient direct line influence for the product quality
to the customer loyalty as big as 0.205 with ¢ritical ratio value as big as 2.654 and
probability 0,008,

It means that the higher the product quality the higher the customers loyalty
Otherwise, the lower the product quality, the lower the customers lovalty to the
company, by using the other assumption that influence the customers lovalty to the
company 1s considered constant,

The amount of influences according to the statistic on the 1% significant level.
So, the hypothesis declare that the product quality direct significantly to the customer
loyalty in the positive direct influence, based on the empirical facts of this study.

The signification of product quality influence to customer loyalty, agrees with
theoretical concept that becomes reference in this study (Zeithmal and Bitner dalam
Bloomer et al. 1999; Reynolds and Armold, 2000, Barnes, 2001, Wong and Sohal
(2002); and also agrees with the study results : Kennedy et al. (2002). Astuti (2001);
and Bloemer et. Al. (1998),

Base on analysis results and the test of the firs and the second hy pothesis, it can
be concluded that change of product quality will influence directly to customer loyalty

Crstamer Lovalty of Export Loss fnsuvanee in South Sulfawesi
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with coeficien direct influence as big as (.205 and indirect influence throught company
trust with indirect coeficien as big as 0.267. Thus, product quality total influence to
customer loyalty as big as 0,473 in a positive influence,

The influence signification product quality to customer lovalty considers one of
the answers in the effort to increase the exporters loyalty to the company. The
implication of this study shows that the imporant product quality factor to be
considered or 1t can be used as policy mstrument in influencing the exporters lovalty 1o
the company.

The Agent Competency Influence to the Customers Loyalty

SEM analysis resulted on coefficient direct line influence for the agem

competency to the customer loyalty as big as 0.266 with critical ratio value as big as
4.612 and probability 0.000.

It means that the higher the agent competency, the higher the customers loyalty .
Otherwise, the lower the agent competency, the lower the customers loyalty to the
company, by using the other assumption, that influence the customer loyalty to the
company is considered constant.

The amount of influences according to the statistic on the 1% significant level,
So, the hypothesis declare that the agent competency direct significantly to the
customer loyalty in the positive direct influence, based on the empirical facts of this
study.

The signification of agent competency to customer loyalty, agrees with
theoretical concept that becomes reference in this study (Zeithmal and Bitner dalam
Bloomer et al. 1999; Swan and Nolan (1985);, Goodwin (1992); Robert and Wang
(2004); Laurent and Guans (2004); Park et al (2005); Kotler and Keller (2006); Othm an
et al (2006); Chen (2006) and also agrees with the study results : Kennedy et al,
(2002), Bua (2008),

Base on analysis results and the test of the first and the second hypothesis, it can
be concluded that change of agent competency will influence directly to customer
loyalty with coeficien direct influence as big as 0.226 and indirect influence throught
company trust with indirect coeficien as big as 0.194. To the sum up, agent competency
total influence to customer loyalty as big as 0.460 in a posit ive influence.

The influence signification agent competency to customer loyalty considers one
of the answers in the effort to increase the exporters lovalty to the company, The
implication of this study shows that the important agent competency  factor to be
considered or it can be used as policy instrument in mfluencing the exporters loyalty to
the company.

Customer Lovalty of Export Loss Insurance {n South Silawesi
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The Company Trust Influence to the Customers Loyalty

SEM analysis resulted on coefficient direct line influence for the company trust
to the customer loyalty as big as 0.505 with critical ratio value as big as 6,272 and
probability 0.000.

It means that the higher the company trust, the higher the customers lovalty,
Otherwise, the lower the company trust, the lower the customers loyalty to the
company, by using the other assumption that influence the customer loyalty to the
company 1s considered constant,

The amount of influences according to the statistic on the 5% significant level.
So, the hypothesis declare that the company trust direct significantly to the customer
loyalty in the positive direct influence, based on the empirical facts of this study.

The sigmfication of company trust to customer loyalty, agrees with theoretical
concept that becomes reference in this study : Zeithmal and Bitner dalam Bloomer et al.
(1999); Swan and Nolan (1985); Goodwin (1992); Robert and Wang (2004); Laurent
and Guans (2004); Park et al (2005); Kotler and Keller (2006); Othman et al (2006);
Chen (2006) and also agrees with the study results : Kennedy et al. (2002), Bua
(2008),

The influence signification company trust 1o customer loyalty considers one of
the answers in the effort to increase the exporters loyalty to the company, The
implication of this study shows that the important company trust factor to be
considered or it can be used as policy instrument in influencing the exporters loyalty to
the company.,

Over all, model relation of customer loyalty to the company show that the
product quality and agent competency give direct significant influence to the
customers loyalty and give indirect influence through customer trust in a positive
influence. The implication from the results of this study is that the product quality and
agent compentency can be used as instrument or policy variable in influenc ing the
customer loyalty to the company, either partial or simultancously. Intensity using of
both independent variables depends on the level customers loyalty target can be reached
by the company.

Confirmatory factor analysis shown that five indicator for company trust were
positive and met cut off convergent validity test, that means all of indicators have got
positive relations and enough validity level to explain company trust. Customer
complain solving ability factor have got higer loading factor as much as 0,897, So,
customer complain solving ability factor was important factor for exporter to determine
company trust.

Confirmatory factor analysis shown that four indicator for customer loyalty

Custemer Lovaley of Export Loss Tnsurance in Sont Silawesi
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were positive and met cut off convergent validity test, that means all of indicators have
got positive relations and enough validity level to explain customer loyalty. Giving
complain to company factor have got higer loading factor as much as 0.782. So, Giving
complain to company factor was important factor for exporter to determine customer
lovalty.

CONCLUSIONS

Based on the previous analysis results, the concluion of the study are: firstly,
Product quality and agent competency give direct positive significant influence to sthe
customers trust, it means the higher the product quality and/or agent competency, the
higher customers trust to the company and vice versa. Secondly, product quality, agent
competency, and the customer trust to the company give direct positive significant
influence to the customer loyalty, it means the higher the product quality, agent
competency and/or customers trust, the higher customers loyalty to the company and
vice versa. Thirdly, product quality and agent competency give indirect positive
influence to the customers loyalty through the customers trust,

Based on the conclusion of this study results, it can be presented some
suggestions related with the management of customers loyalty ; firstly, to the insurance
company management, it is suggested to manage product quality and agent competency
optimally, because both factors give influence to the trust and loyalty of the customers
to the company. Secondly, to the interested researchers of trust and loyalty of the
company topic, it is suggested to continue this study by trying to input psychological
variables of employees,
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