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Factors influencing customer loyalty in Malaysian petrol stations: moderating effect
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Abstract: intense competition have forced petrol stations to be more competitive. Businesses engaged in marketingstrategies to improve business performance. Customer loyalty is one of the important approaches for retailers toimprove competitive edge. Despite the importance of customer loyalty, some retail stores lack service quality andproduct quality thereby creating a need of comprehensive measures to explain how customers develop loyalty to aparticular store. Many empirical studies have centered on factors influencing customer loyalty in differentindustries, but this is lacking in the petrol station business. This paper fills the gap by examining the influence ofservice marketing strategies (sales promotions, service quality and product assortment) on customer loyaltythrough the mediating effect of customer satisfaction. The paper also investigates the moderating effect of petrolstation location on the relationship between satisfaction and loyalty. Using convenience non-probability sampling,data was collected from 223 customers of petrol stations using self-administered questionnaires. Descriptivestatistics; Correlation and regression analysis were used to analyze data using IBM SPSS statistics Version 21.Results show positive significant correlation between service marketing strategies (service quality, sales promotion,and product assortment) and customer loyalty and customer satisfaction mediates the relationship betweenvariables. On the other hand the location of petrol stations moderates the relationship between satisfaction andloyalty.
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1. Introduction

*The effect of market forces, dynamic marketenvironment, globalization and highly competitivemarkets has forced petrol stations to be highlycompetitive to sustain their marketability locally andinternationally. The intense competition in themarkets has made businesses search for bettermethods to retain existing customers in order toremain competitive. Marketing is very important incommercializing ideas and inventions successfully.Therefore, it is very risky for companies that fail toconsider the importance of marketing [1]. Successfulmarketing provides significant inputs to the firm’soverall strategies, retention and attracting thecustomer and enhance sales.From identification of brand loyalty till now it hasbeen very debatable and a researchable topic amongmarketers and researchers in a world. In today’smarket environment the competition has becometoo huge to face scarce resources and sustainprofitable customers for a longer period of time. As aresult customer loyalty becomes the heart of brandcustomer relationship. Relationship marketingconcept is widely discussed in both academic andmarketing environment.The existing national and multinationalcompanies are facing intense competition, it even
* Corresponding Author.

more intense because companies are making valuefor customer to gain market share, which is onlypossible through customer’s loyalty to the brand.This emphasizes the petroleum companies to givemore time to customer’s orient marketing strategy togain market share. One of the primary concerns inthe petroleum sector of Malaysia is customer loyalty.Customer loyalty is used among almost every profitorganization. In a normal situation each companywants to have loyal customers. ‘Loyal customershave a high repeat purchase behavior and a positiveattitude towards a company’ [2]. It is often hard toidentify which factors affect loyalty. This researchhas been conducted in order to find the affiliationbetween sales promotions, service quality, productassortment and loyalty of the customer withmediating effect of customer satisfaction in thisaffiliation. In previous literature this research hasbeen conducted in different sectors and customercontents, but in our knowledge no such studyconduct in petroleum sector of Malaysia, though thata similar study was done in convenience storesattached to petrol stations but using different factorsthat influence loyalty which makes it totally differentwith the present study.However, the relationships between the factorsremain unclear. To uncover the relationships of thefactors, this study will focus on the effect of (sales
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promotions, service stations and assortment onloyalty through customer satisfaction. The studyreveals that sales promotions, service quality andproduct assortment affect customer loyalty in thepetrol stations and customer satisfaction mediatethe relationship between variables.Petrol stations have been searching for differentkind of marketing strategies to attract and satisfycustomers in order to expand market share [3].Therefore this research will uncover the followingrelationships:1) To examine the effect of marketing strategies(sales promotions, service quality and productassortment on customer loyalty) in the petrolstations.2) To examine the effect of customer satisfaction oncustomer loyalty in the petrol station.3) To investigate the mediating role of customersatisfaction in the relationship betweenmarketing strategies (sales promotions, servicequality and product assortment) and customerloyalty.4) To investigate the moderating effect of locationon Satisfaction-loyalty relationship.The study findings can later guide in formulatingcomprehensive marketing strategies in developing amarketing plans.Although customer satisfaction and loyalty hasbeen widely studied across the world. The scope forresearch and analysis is still vast since the serviceretailing industries are evolving. This study willprovide to some extent the better understanding theinfluence of these strategies on customer satisfactiontowards customer loyalty to patronize the petrolstation.
2. Literature reviewRelationship marketing has been seen as themainstream of planning a marketing strategy both inconsumer marketing and industrial marketing [4].Brown and Lam [6] and Wisniewski [7] definedrelationship marketing as “company behavior withthe purpose of establishing, developing andmaintaining profitable and competitive customerrelationship to the benefit of both sides of theparties”. Unlike traditional marketing, relationshipmarketing is more concerned about buildingcustomer relationships in order to achieve long-termmutual benefits for all parties involved in theexchanges. Relationship marketing essentially meansdeveloping and maintaining customers relationshipi.e. developing customers as partners in the business,which is different from traditional transaction [5].Due to the keen competition nowadays,companies are increasingly keen on sales promotionto attract consumers and retain them as loyal clients.Sales promotion is a short term incentive whichencourages the purchase of sales of a product orservice. Sales promotions are non-personalpromotional efforts that are designed to have animmediate impact on sales. Sales promotion is mediaand non-media marketing communications

employed for a pre-determined, limited time toincrease consumer demand, stimulate marketdemand or improve product availability. Somecommon types of sales promotion include samples,coupons, sweepstakes, contests, in-store displays,trade shows, price-off deals, premiums and rebates.Customer-perceived service quality has beendefined theoretically as the customers’ experienceon the actual service on various components of theservice experience [6], a very similar definition tothat was presented in [7]. Which states that:“customer satisfaction is the process where theservice organization performed well for thecustomer pre-purchase expectation and after thepurchase of the respective product/service”. Servicequality is seen as the major tactical factor for serviceorganizations [8]. Moreover, [9] present a similardefinition declaring that service quality is “justmeasuring of a particular service and alsounderstanding the customer’s expectation on theservice”. Every organization looks at customer as themain success of that organization therefore theorganization have to provide the customer what theywant pertaining the quality for the success of thatorganization [10].Product assortment is traditionally defined as thenumber of products offered within a single productcategory[11]. Considerable consumer research hasexamined the influence of the choice set onconsumer-decision making. Choice is define assufficient number and variety to choose among manyor the act of choosing [12]. Broad assortmentsincrease the probability that consumers will findtheir ideal product and offer flexibility for varietyseekers. In the 1980s and early 1990s, retailersassumed that larger product assortments better metconsumer needs. Broad assortments should increasethe probability that consumers will find their idealproduct and offer flexibility for variety seekers [13].Offering a broad variety of products is often a key forweb merchants to keep customers coming back.Given much more choices, there will be a higherchance to sell the product. Retailers who haveoffered a wide variety of products and selectionsseem to be more successful [14]. Consumers expectretailers to offer a wide range of product variety totrack down specialty goods and services [15].Szymanski and Hise [16] indicated that widerassortment of products may be attractive tocustomers and satisfaction would be more positivewhen stores offer superior product assortments.Customer satisfaction refers to the degree ofmeeting or exceeding customer needs andexpectations by receiving a service or product [17].According to [18] “satisfaction is an overall customerattitude towards a service provider, or an emotionalreaction to the difference between what customersanticipate and what they receive, regarding thefulfillment of some need, goal or desire”. Accordingto[18], “the service provider has great influence overthe customer attitude, which is viewed assatisfaction or an emotional reaction to thedifference between what customers anticipate and



Dutsenwai et al/ Journal of Scientific Research and Development, 2 (12) 2015, Pages: 56-63

58

what they receive, regarding the fulfillment of someneed, goal or desire”. Therefore the petrol stationscan only maintain and maximize purchases byproviding high quality service [19]. The key to long-term business success is customer satisfaction asestablished by literature [20]. Organizations mustoffer high quality product or service to ensurecustomer satisfaction to outperform competitors inorder to protect/gain market shares [21].Customer loyalty: Customer retention andcustomer loyalty mean the same [22].  Gremler andBrown [23] define service loyalty ‘as the degree towhich a customer exhibits repeat purchase behaviorfrom a service provider, positive attitudinaldisposition toward the provider, and ready to usethe same provider when a need for the servicearises. Zineldin and Jonsson [24] defines retention asa commitment to continue to do business orexchange with a particular company on an ongoingbasis.According to Clark [25], long-term customerretention in competitive markets requires theprovider going beyond basic satisfaction to creatingloyalty in order to guard against competitor attack”.Location refers to a general area within a city.[26]refer location as a choice of locating yourbusiness either in small, medium or large cities, ruralor urban center. This is also link with the type ofproduct or service the firm tend to offered, like thepetrol station will be more profitable when locatedin an urban area rather than rural. Location isaccessibility and nearness of the firm toinfrastructures, raw materials, how busy the locationis? And how accessible the location is to thecustomers etc.?[27][28] has reported that the strategic location of thepetrol stations have assisted them in achieving apositive performance. Therefore, it is important forpetrol stations to consider the strategic location increating loyalty because location strengthen theeffectiveness of satisfaction-loyalty relationship i.e.the satisfaction-loyalty relationship is more effectivewith the presence of strategic location.
3. Research frameworkThe research framework shows the link betweenresearch variables, where sales promotion, servicequality and assortment affects loyalty.
4. HypothesisBased on the above discussion in literaturereview the following hypothesis was beendeveloped:H1: There is a positive relationship between servicequality and customer satisfaction in petrol stationsH2: There is a positive relationship between salespromotions and customer satisfaction in the petrolstationsH3: There is a positive relationship between productassortment and customer satisfaction in the petrolstations

H4: There is a positive relationship between servicequality and customer loyalty in petrol stationsH5: There is a positive relationship between salespromotions and customer loyalty in the petrolstationsH6: There is a positive relationship between productassortment and customer loyalty in the petrolstationsH7: There is a positive relationship betweencustomer satisfaction and loyaltyH8: Customer satisfaction mediates the relationshipbetween service quality and customer loyaltyH9: Customer satisfaction mediates the relationshipbetween sales promotions and customer loyaltyH10: Customer satisfaction mediates the relationshipbetween product assortment and customer loyalty.H11: Location moderates the relationship betweencustomer satisfaction and loyalty.

Fig. 1: Research framework
5. MethodologyThe unit of analysis in the research wasconsumers of the petrol stations in Malaysia limitingto PETRONAS, ESSO and SHELL. The respondents areundergraduate student from UTP. This studyemploys the non-probability because probability ismore expensive and time-consuming than non-probability sampling. The researcher usedconvenient sample in order to enable finish theresearch at the expected time. According to Roscoe's,as a rules of thumb good maximum sample size isusually 10% as long as it does not exceed 1000.Therefore; the study used 10% of number ofundergraduate students, that is; 10% of 2232 = 223.This is supported by [39] who recommended a‘critical sample size’ of 200. Furthermore, as a rule ofthumb, any number above 200 is assumed to beappropriate for data analysis. In order to get 223valid responses 400 questionnaires weredistributed.223 respondents from convenience samplingwere selected and Pearson correlation analysis wasused to examine the direction, strength and
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significance of following relationships and multipleregressions was used to measure mediating andmoderating effects using SPSS version 21.
6. Result and discussion

Table 1: Respondent’s profilesProfile Description Number ofRespondents Percentage(%)
Age Below 1818-2021-2324-26

17549359
7.624.241.726.5Gender MaleFemale 12697 56.543.5

Race MalayChineseIndianOthers
129413815

57.818.417.06.7
Frequency ofvisit

DailyOnce a WeekTwice a WeekOnce in 2WeeksOnce in aMonth
776407426

3.134.117.933.211.7

Table 2: Reliability resultConstructs Cronbach’sAlpha No. ofItems InterpretationService quality 0.853 15 GoodSalespromotion 0.762 5 AcceptableProductassortment 0.867 11 GoodLocation 0.765 7 AcceptableCustomersatisfaction 0.831 12 GoodCustomerloyalty 0.938 15 Excellent
The reliability of the research variables wasmeasured using Cronbach’s alpha. The alpha for thedependent variable and all independent variablesare above 0.7 which exceeded the minimum value.Therefore, no item was deleted.

Table 3: Correlation between research variablesPearsonCorrelation ServiceQuality SalesPromotion ProductAssortment CustomerSatisfaction CustomerLoyaltyServiceQualitySalesPromotionProductAssortmentCustomerSatisfactionCustomerLoyalty

1-.011.866.009.893.252**.000.170.011

-.011.8661.456**.000.420**.000.451**.000

.009.893.456**.0001.547**.000.568**.000

.252**.000.420**.000.547**.0001.752**.000

.170.011.451**.000.568**.000.752**.0001
Correlation analyses were conducted to examinethe relationship between the predictors andcustomer loyalty (service quality (0.170), salespromotions (0.451), and assortment (0.568),satisfaction (0.752)). The correlation table showsthat all predictors were positively and significantlycorrelated with customer loyalty, indicating thatthose with higher scores on these variablescontribute more to customer satisfaction and loyalty.The result shows positive and significant

relationship between variables. The analysis findshypotheses 1-11 were supported. It is also foundthat among the three independent variables, productassortment (0.568) is the best predictor of customerloyalty followed by sales promotion and servicequality (0.170) is the least predictor among them.The results are consistent with some of the previousstudies. However, there are literatures that supportthe results in this study.
Table 4: Mediation TestModel R R Square Change StatisticsR Square Change F Change df1 Df2 Sig. F Change12 .631a.782b .398.611 .398.213 48.291119.244 31 219218 .000.000

Table 5: ANOVA for mediationModel Sum of Squares df Mean Square F Sig.1
2

RegressionResidualTotal RegressionResidualTotal
41.42562.621104.04563.56740.479104.045

32192224218222
13.808.28615.892.186

48.291
85.585

.000b

.000ca. Dependent Variable: Customer Loyalty
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b. Predictors: (Constant), Product Assortment, Service Quality, Sales Promotionc. Predictors: (Constant), Product Assortment, Service Quality, Sales Promotion, Customer Satisfaction
Table 6: Coefficients for mediation

Model UnstandardizedCoefficients StandardizedCoefficients t Sig.B Std.Error Beta

1
2

ConstantService QualitySales PromotionProduct AssortmentConstantService QualitySales PromotionProduct AssortmentCustomer Satisfaction

-.911.343.301.659-1.328.040.140.276.899

.512.107.072.085.414.090.060.077.082

.169.246.455.020.115.191.595

-1.7803.2204.1787.720-3.206.4402.3453.57810.920

.076.001.000.000.002.661.020.000.000a. Dependent Variable: Customer LoyaltyAs seen from the Table 4 (Model summary),under for ‘R Square Change’ (Model 1), the maineffect of Product Assortment, Service Quality, SalesPromotion accounted for (0.398) of the variance incustomer loyalty which was significant (Sig F Change= 0.000).Also, it can be seen from (Model 2) that the effectof Product Assortment, Service Quality, SalesPromotion when add Customer Satisfactionaccounted for an additional (0.213) of variance incustomer loyalty which was significant (0.000) too.The ANOVA table was significant too as seen in Table6. Customer satisfaction mediates the relationshipbetween independent and dependent variable andlocation moderate the relationship betweensatisfaction and loyalty. The study finds thatcustomer satisfaction mediates the relationshipbetween all independent variable and dependentvariable. Customer satisfaction fully mediatesrelationship between service quality and loyalty(p=.001) while it partially mediates the relationshipbetween sales promotion and customer loyalty (p=.000). The study also finds partial mediationbetween product assortment and customer loyalty(p=.000). This result support some studies like thatof [29] who asserted that, the application of

customer satisfaction is very important because itplays a crucial role in gaining customer loyalty.Moderation TestIn order to test the moderator, there was a needto center and compute the predictor variables(customer satisfaction and location) and multipliedcentered variables and that would give theinteraction effect (Kim et al. 2001). To center thevariables, the means of the predictor variables werecalculated.To compute the centered variables for eachresponse, the mean of each predictor variable weresubtracted from the respective variable. Theresulting variables were coded as Cl and Ccsrespectively for location and customer satisfaction.To calculate the interaction effect, the centeredvariables (Cl and Ccs) were multiplied. To check iflocation has a moderating effect on the relationshipbetween the customer satisfaction and the loyaltythe linear regression was run.
Table 7: Descriptive statistics of meansN Mean Std. DeviationLocationCustomerSatisfactionCustomer LoyaltyValid N (listwise)

223223223223
3.973.943.85 .570.453.685

Table 8: ANOVA for moderationModel Sum of Squares df Mean Square F Sig.1
2

RegressionResidualTotalRegressionResidualTotal
63.71740.328104.04565.68638.359104.045

22202223219222
31.859.18321.895.175

173.798
125.005

.000b

.000c
Table 9: Coefficients of moderationModel Unstandardized Coefficients Standardized Coefficients t Sig.B Std.Error BetaConstant -1.200 .275 -4.361 .000



Dutsenwai et al/ Journal of Scientific Research and Development, 2 (12) 2015, Pages: 56-63

61

1
2

Customer SatisfactionLocationConstantCustomer SatisfactionLocationCICcs
.998.281-1.412.942.400-.375

.069.055.276.069.064.112

.661.234

.624.333-.165

14.5045.140-5.11013.5926.235-3.353

.000.000.000.000.000.001Looking at the p-value (Model 1) in Table 9 of thet-test for each Looking at the p-value (Model 1) ofthe t-test for each predictor, we can see thatcustomer satisfaction (0.000) and location (0.002)significantly contributes to the model. When theinteraction term was entered into the model (Model2) in Table 9 as a moderator, it is still significant(p=.000). According to [38], we can then concludethat location is a moderating variable between(customer satisfaction and customer loyalty) hencewe support the hypothesis.In summary, the result shows that service quality,sales promotion, product assortment influencecustomer loyalty directly and indirectly throughsatisfaction. The results show all predictors areimportant in determining customer loyalty in petrolstation.
7. ContributionThe study is the only research that examines themediating impact of customer satisfaction and themoderation impact of location on the relationshipbetween service quality, sales promotion andassortment on customer loyalty in petrol station.The study will benefit future researchers becauseit expand knowledge by providing new findings inthis area because it shows the effect of salespromotions, service quality, product assortment oncustomer loyalty, it also shows the mediating effectof customer satisfaction on the relationship betweenpredictors and outcome and lastly it shows themoderating effect of location on customersatisfaction and loyalty.Service stations: the petrol stations will benefitfrom the study by getting more ideas on where tospend their money base on the different marketingstrategies in order to expand business and the studyalso provide recommendations for petrol stationsbased on results and findings. No specific study ofthis nature has been carried out before in thepetroleum retail sector of Malaysia.Oil and gas industry: The study will also benefitthe oil and gas industry as a whole because most ofthe income comes from the downstream industry.
8. Limitations and Suggestion for future researchThis study used a convenience sample ratherthan a random sample i.e. the study adopts nonprobability sampling and not probability sampling.Therefore future studies should use probabilitysampling like random or stratified sampling in orderto generalize results obtained to a larger population.

Secondly, future studies should employlongitudinal survey rather than cross sectionalsurvey.  Because in cross sectional survey, data iscollected at a single point of time from multiple casesbut does not consider the issues of causality sofuture studies should use longitudinal in which theresearcher will administer a survey to one set ofrespondents over multiple time points and issues ofcausality can be determined.Additionally, the survey used quantitativemethod which is based on questionnaires. One keybenefit of using questionnaires or quantitativeanalysis is that hypotheses can be directly testedbased on the empirical data collected fromquestionnaires. However, a future study shouldincorporate qualitative analysis which will furtherexplore this research. In-depth interviews utilizingopen-ended questions could allow for deeperexploration of these measures. Further researchshould focus on other group of respondents andlastly compare between the different petrol stationsin Malaysia and other countries.
9. ConclusionConclusively, the research found that servicequality, sales promotion and product assortment areimportant predictors of customer loyalty thereforein order to increase customer loyalty in petrolstations service quality, sales promotion andassortment should be taken into consideration.
RecommendationsPetrol stations should conduct more salespromotions because it helps in attracting morecustomers to the petrol stations. They should also tryas much as possible to communicate their productsto customers through different social media becausemost of the customers are not aware of the salespromotions they conduct. They can retain customersby engaging in giving discounts, coupons, contestsand through email blasting. When customerspatronizing the petrol station are familiar with it,they may continue using it if they are satisfied. Thiswill reduce switching behavior to the rivals andincrease the possibilities for attracting/stealingcustomers from rivals.Petrol stations should improve their servicequality, some customers complain about the servicequality especially in terms of accurate transactions;they sometimes have long queues. Petrol stationscan improve service quality in terms of politeness ofemployees, quick response to customer complaints,
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fast delivery in transaction, modern equipment andtechnology, neat appearance employees, securedtransactions and parking space, excellent fuel and airpumps, convenient operating hours, employeesshould be consistently courteous and polite withcustomers, provide service at promised time,consistent fuel and diesel availability and goodattitude of employees.Product Assortment is very important in choosinga petrol station therefore petrol stations shouldprovide variety products and services in their petrolstations and in the convenient stores. Products in thestore should be in sufficient number of sizes tosatisfy customer needs, products display shouldalways be attractive, products should be arranged ina manner that a customer will easily find what he islooking for in the convenient store, the productarrangement should meet customer expectations,there should be enough product to choose from, newproducts should be frequently presented in theconvenient store.The findings of the study show that Locationplays an important role in the effectiveness ofsatisfying customers and improving loyalty.Therefore petrol stations should consider theirbusiness location before any other thing.In conclusion, Malaysian petrol stations shouldemploy marketing strategies like sales promotions,service quality, products assortment and location tosatisfy their customers which in turn increasecustomer loyalty. The loyal customer helps inattracting new customers or stealing competitors’customers by spreading positive word of mouth andrecommending the brand to family and friends.These marketing strategies increase customerloyalty by changing non-users to trials, trials tousers, and users to loyalist.
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