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ABSTRACT

This research assesses supplier performance based on four aspects; product quality, sales service
quality, technical repair service support, and complaint handling. The purpose of this study is to
determine whether there is an influence of the four variables above with trust in suppliers and to
find out whether trust in suppliers can be a mediating variable for the four variables on customer
loyalty. The research took a sample of 100 people using the SEM-PLS test. The result of supplier
performance showed (1) in a product, and sales service quality, technical improvement services,
and complaint handling services had a significant effect on trust in suppliers; (2) trust in
suppliers had a significant effect on customer loyalty; (3) trust in suppliers can mediate the
relationship between product quality, sales service quality, technical repair services, and
complaint handling services with customer loyalty.
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INTRODUCTION

Based on sources from the Indonesian Central Bureau of Statistics (2019), for six years starting
from 2010-2016, Indonesia's average population growth rate each year is around 1.36%. If this
growth continues, Indonesia's population may reach 300 million in 2035. Such a large population
is a big market for online companies in Indonesia. The number of Indonesia’s population has
increased every year to reach more than 269 million people as of August 2019, making Indonesia
the largest market share in Southeast Asia, which is very promising for the growth and
development of various businesses (detik finance, 2019). Many young people in Indonesia are
interested in creating technology-based startups or startups (CNBC Indonesia, 2018). It is what
then makes many technology-based businesses grow and develop in Indonesia. The rise of
technology-based businesses in Indonesia is also supported by Indonesia's high digital adoption
level, beating India and China (detikfinance, 2019).

The high digital adoption indicates that many Indonesians are familiar with the internet and are
active users of the internet in their daily lives. Based on a survey by the Indonesian Internet
Service Providers Association (2018), active internet users in Indonesia always experience an
increase every year. One of the new technology-based startups growing and developing in
Indonesia is a business in the Financial Technology industry (Kontan.co.id, 2019).
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Financial Technology, or also abbreviated as Fin-tech, uses technology to provide better services
in finance or banking. This service will undoubtedly make it easier for consumers so that it will
grow.

Fintech (Financial Technology) is an innovation in financial services that is trending in
Indonesia. Fin-tech has influenced society by providing access to financial products to make
transactions more practical and useful. Financial Technology is the use of technology in the
financial system that results in new products, services, technology, and business models. It can
impact monetary stability, financial system stability, and efficiency, smoothness, security, and
reliability of the payment system (Bank Indonesia, 2017). In this era, Financial Technology is an
independent company dominating the financial market in Indonesia, without merging with other
banks or financial institutions and non-banks (Dailysocial.id, 2016). In the era of Financial
Technology 3.0, various Financial Technology startup companies emerged that provided various
types of financial service categories, ranging from payments, storage and lending, investment
insurance, and business capital lending (Dailysocial.id, 2016). The financial technology (fintech)
industry is developing in Indonesia, from fintech payments to lending. It reflected in the
disbursement of fintech lending loans of up to Rp33.2 trillion as of Matl019, while fintech
payment transactions of Rp47.1 trillion in 2018. In Indonesia, fintech has also developed,
although it is still lagging behind other countries such as China, Hong Kong, and India.
Currently, based on data released by business management consulting firm McKinsey &
Company in its latest report entitled "Digital Banking in Indonesia: Building Loyalty and
Generating Growth," the penetration rate of the use of financial services through fintech in
Indonesia is still around 5%. This figure is much lower than that of China, with a percentage of
67%, Hong Kong with 57% and India with 39%. Even so, fintech in Indonesia still has excellent
potential for further development in the future.

In carrying out daily business activities, such as providing products and services to consumers, a
financial technology business carries out various main management functions, including
marketing, production, operations, resource management, and finance functions (Zaroni, 2017).
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In supporting the implementation of the activities, a financial technology business has needs in
goods or services. Therefore, a financial technology business requires partnerships with suppliers
or vendors. The supplier or vendor is the party whose job is to provide various needs for goods
or services to run day-to-day financial technology businesses. The role of suppliers in a company
is essential (Warta Ekonomi, 2018). As a buyer, companies expect partnerships with suppliers to
meet the needs of products and services that support the company to achieve its competitive
advantage (Chase & Jacob, 2013). Through this sentence, a company will foster good
relationships with suppliers who have better performance values than other suppliers. Several
studies state that there is a continuous relationship between supplier performance and increased
trust in suppliers. Suppliers who have good performance will influence the company to foster
good relationships and increase its trust in a supplier (Wu, 2015; Jain et al., 2014). A study by
Paparoidamis et al. (2017) stated that supplier performance would increase its suppliers' trust. In
some small companies, the company's trust and loyalty have a strong relationship, meaning that
when company trust increases, its loyalty to suppliers will also increase.

Based on these reviews, the authors formulate several hypotheses in this study as follows:

H1: Product Quality has a positive influence on Trust in Suppliers.

H2: Sales Service Quality has a positive influence on Trust in Suppliers.

H3: Technical Repair Service Support has a positive influence on Trust in Suppliers.

H4: Complaint Handling Service has a positive effect on Trust in Suppliers.

H5: Trust in Supplier has a positive influence on Customer Loyalty.

H6: Product Quality has a positive influence on Customer Loyalty with Trust in the Supplier
as an intervening variable.

H7: Sales Service Quality positively influences Customer Loyalty with Trust in the supplier
as an intervening variable.

H8: Technical Repair Service positively influences Customer Loyalty with Trust in Supplier
as an intervening variable.

H9: Complaint Handling Service positively influences Customer Loyalty with Trust in
Supplier as an intervening variable.

LITERATURE REVIEW

A. Definition of Product Quality

According to Heizer, Render, & Munson (2017), product quality is the overall characteristics or
features of a product in the form of goods or services. These characteristics determined by the
product's ability to meet customer needs, either clearly stated or implicitly. Armstrong et al.
(2015) emphasized that what is meant by product quality is quality performance, which is the
ability of a product to display its functions. According to Schiffman & Kanuk (2010), product
quality expresses as a company's ability to give identity to each product so that customers can
recognize the product.

According to Narwhal & Nayak (2019), product quality often associates with a product's
performance, which allows customers to interpret whether the product will meet their
expectations. The quality of a product or service and its variability can affect its relationship with
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the customer. It makes customers vulnerable to other, more competitive offers of other suppliers
(Xhema, 2018). According to Chary (2018), product quality has several dimensions that use to
measure product quality.

B. Sales Service Quality

According to Schiffman & Kanuk (2010), service quality is more complicated than evaluating
product quality because each service has specific characteristics. The term service quality refers
to the quality expected and felt from a company's service activities, the quality of service will
have a significant effect on the company's competitiveness (Boone & Kurtz, 2010). According to
Hemalatha et al. (2018), service quality is a test related to how well the company's services are in
meeting client/customer expectations. Meanwhile, Wirtz & Christopher (2016) stated that service
quality emphasizes assessing customers' expectations from each service and performance
provided by the company. Good quality service occurs when consistently high standards of
performance meet and exceed customer expectations or expectations.

c. Technical Repair Service Support

After-sales service is related to "product support activities,” which means a set of activities
centered on supporting product transactions (Rigopoulou et al., 2008). According to Murali et al.
(2016), in general, after-sales service includes many activities and is formed in various formats
such as technical advice, maintenance/repair, spare parts delivery, and product upgrading.
According to Wahjudi et al. (2018), a product with good quality is not enough for consumers;
consumers also need the best after-sales service. It supported by Paparoidamis et al. (2017) stated
that after-sales service should consider as a potential source of competitive advantage because
after-sales service is a series of activities carried out by companies after consumers make product
purchase transactions. The after-sales service intends to support customers from using the
product to disposing of the product purchased (Murali et al., 2016).

D. Customer Complaint Handling Services

According to Staus & Stedel (2019), complaints are an expression of dissatisfaction. According
to the Markplus Team (2009), handling services have a close relationship with customer service
because complaints express dissatisfaction and regret, criticism, hatred, or sadness. Complaints
generally arise when the needs of customers do not meet. The complaints indicate that there is a
range of meeting in customer service. This range is the difference between what promised to the
customer and what the customer expected and delivered. Complaints submitted by customers to a
company must handle and resolve appropriately. If customer complaints cannot handle properly,
it can cause several consequences, including customer action to stop buying products, becoming
hostile to supplier companies, and talking about products or product-producing companies to
friends around them.

E. Trust in Suppliers

Zheng (2010) says that trust plays a vital role in our social life. Trust can be an essential factor
influencing success, both in everyday life and in the business world. A trust relationship consists
of at least two parties, confide and a trustee. A trusted or trustee person is an object that has
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confidence in the integrity or ability of a person. Sheth & Mittal (2004) defines that trust is the
willingness to rely on the ability, integrity, and motivation of other parties to serve their needs
and interests by the agreement, both implicitly and explicitly.

F. Customer Loyalty

Wirtz & Christopher (2016) defines customer loyalty as a customer's willingness to continue to
subscribe to a company for the long term, as a company exclusively, and recommend a
company's products to friends and family. According to Rai & Srivastava (2014), loyalty is a
psychological process, mostly manifested and recognized through real manifestations through
behavior. According to Peelen & Beltman (2013), loyalty is a commitment to repurchase or
maintain the selected product or service consistently in the future. The results in repeated
purchases of the same set of brands. The existence of situational influences and marketing efforts
creates a potential for consumer behavior to switch to other brands. Russo & Confente (2017)
argue that customer loyalty is about the relationship between the final consumer and the seller
and studies as a relationship between consumers in the form of a company and their suppliers.

RESEARCH METHODS

The population in this study was PT X with the sampling technique using nonprobability
sampling type convenience sampling, amounting to 100 respondents. The operational definition
of this research variable is as follows:
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Table 1. Variable Operational Table

status of complaints
submitted

No |Variable Definition Measurement Statement  [Scale
1. Product The superiority of the products| 1. The products offered | Interval
Quality offered by the supplier/supplier always maintain the

company in meeting the needs consistency of
requested by customers by paying product quality.
attention to technical aspects. 2. The products offered
are comfortable to use
3. The products offered
are easy to care for
4. The products offered
have product quality]
that can be trusted
Sales Service | Commitment and overall response| 1. Suppliers always live
Quality of the sales team from the supplier up to their
company to customer needs commitments
2. Suppliers can meet all
the needs for,
goods/services  with
the right offer or
solution
3. Suppliers are easy to
contact
Technical An essential opportunity for| 1. Suppliers can provide
Repair supplier companies to strengthen easy-to-reach technical
Service their position in the eyes of their repair services
Support customers, with positive. 2. The supplier has
implications for building employees who can
relationships  that are not assist in  technical
vulnerable to attacks from repair services
competitors 3. Suppliers promote the
quality of repair,
services
Complaint | Development and maintenance off 1. Suppliers pay attention
Handling customer satisfaction and to speed in handling
Services continuation of customer customer complaints
relationships with suppliers 2. Suppliers provide
quality solutions in
handling customer
complaints
3. Suppliers always
provide up-to-date
information on the
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2. Trust in the The company is willing to acceptf 1. The supplier shows| Interval

Supplier uncertainty based on clear interest in PT X as a
expectations about  partners] customer
behaviour in business| 2. PT X trusts supp“ers
associations. who have collaborated

3. Suppliers who work|
with companies are

honest
Customer customers' willingness to buy] 1. The company will Interval
Loyalty back services and products sold repurchase goods/|
3. by supplier companies and services from
maintain  relationships  with suppliers

supplier companies and an
attitude of loyalty concerning| 2. The company does not

customers' psychological level. hesitate to recommend
suppliers to other similar

businesses
3. The company always
has positive things to

sav about suppliers
4. The company will

always have long-term
business  cooperation
with suppliers

Source: Paparoidamis, et. al., 2017

This study's data collection method was a questionnaire—the questionnaire distributed by
distributing it in digital form to respondents who fit the predetermined criteria.

In this study, the respondents’ data collected analyze using Partial Least Square (PLS), which is
one of the methods of data analysis using Structural Equation Modeling (SEM). PLS-SEM
follows two separate assessment steps: the measurement model (outer model) and the structural
model (inner model). The first step is related to the specification of the formative and reflective
measurement models. If the measurement model test is adequate, then the second step of
structural model testing can be further analyzed to contact the relationship between variables.
In measuring the outer model, the validity test uses convergent validity (AVE value) and
discriminant validity (cross-loading). Meanwhile, for the reliability test, the internal
consistency test (composite reliability) and indicator reliability (loading factor) were tested.

For the structural model test, the coefficient of determination (R2) and predictive relevance
(Q2) tests. Meanwhile, for the research hypothesis testing, path coefficients, effect size (f2),
and significance test (t-test and p-value) were tested.

RESEARCH RESULT AND DISCUSSION
This study's Respondents consisted of 10% of respondents aged 17-22 years, 12% aged 29-34
years, and 78% aged 35-40 years. Based on gender, 66% of respondents were men, and 66% of
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respondents were women. 61% of respondents held positions as staff, 15% as junior managers,

13% as supervisors, and 11% as senior managers.

Based on the test result, the coefficient of determination (R2) of the customer loyalty variable
is 0.451, which means that 45.1% of the trust mediation variable explains by product quality,
service quality, technical repair, and complaint handling. The remaining 54.9% is explained by
other variables not examined in this study. Furthermore, the R-Square value for the trust
variable is 0.609, which means that the variables in this study can explain 60.9% of the trust

variable, other variables explain the remaining 39.1%.

Q2 in this study, it can be concluded that it is 0.248 for customer loyalty and 0.371 for trust.
For both, the predictive relevance (Q2) value is greater than 0 (> 0), so it concluded that the
construct relationship of the variables studied is considered relevant in measuring the

previously established research model.

Table 2. Path Coefficients Testing Result

Variable Path - o P
Coefficient Statistics | Values

Complaint Handling = Customer Loyalty 0.147 2.119 0.035
Complaint Handling = Trust 0.219 2.189 0.029
Product Quality - Customer Loyalty 0.128 1.920 0.055
Product Quality - Trust 0.191 2.076 0.038
Sales Service > Customer Loyalty 0.202 2.981 0.003
Sales Service - Trust 0.301 3.134 0.002
Technical Repair > Customer Loyalty 0.146 2.163 0.031
Technical Repair - Trust 0.217 2.165 0.031
Trust > Customer Loyalty 0.671 10.995 0.000

Based on the bootstrapping test results above, it concluded that trust is the variable with the
enormous coefficient value and has a positive direction in predicting purchase intention
compared to other variables, namely, 0.671. Furthermore, sales service which has the second-
largest coefficient value and has a positive direction in predicting trust, which is 0.301 and
finally, the technical repair variable which only has 0.146, this variable has the smallest
coefficient value and has a positive direction in predicting customer loyalty among other

variables in this study.

To test the effect size (f2), it concluded that trust as a strong predictor of customer loyalty is
0.820. Meanwhile, the sales service variable has the most significant influence on trust, and the

weakest influence is on the technical repair.

www.ijaemr.com

Page 73




International Journal of Advanced Engineering and Management Research
Vol. 5, No. 05; 2020
ISSN: 2456-3676

Table 3. Effect size Test Results (f2)

Variable Customer Loyalty | Trust
Complaint Handling - 0.057
Customer Loyalty - -

Product Quality - 0.047
Sales Service - 0.111
Technical Repair - 0.062
Trust 0.821 -

Based on the result of the effect size test shown in Table 3 above, it showed that trust as a strong
predictor of customer loyalty is 0.820. Meanwhile, the sales service variable has the most
significant influence on trust, and the weakest influence is on the technical repair. Based on the
results of the Goodness of Fit (GoF) calculation, it also concluded that the model in this study
has a relatively large suitability level of 0.5739.

The result of the hypothesis testing conducted showed that the hypothesis testing results for the
H1 hypothesis indicate that Product Quality has a positive and significant effect on Trust in
Suppliers. These hypothesis test results are the same as the result of research conducted by
Paparoidamis et al. (2017), which stated that supplier performance in terms of product quality
would influence company trust in suppliers. Research also conducted by Xhema et al. (2018)
supported that a company's products' quality will affect the relationship between the company
and its consumers. Researchers agree with these results because when suppliers provide the right
quality products, the company, as a consumer, will give more confidence to the supplier.
Furthermore, related to the second hypothesis test; namely, Sales Service Quality has a positive
and significant influence on Trust in Suppliers. The result of this hypothesis testing is the same
as the results in the journal Paparoidamis et al. (2017), which stated that the existence of good
sales service quality would affect the trust relationship between buyers and sellers, wherein this
case, the buyer, is the company and the seller and the supplier/supplier. Researchers agreed with
the result of this hypothesis because when a supplier has good sales service to its customers, the
buyer, in this case, the company, will give a sense of trust to the supplier.

The hypothesis testing conducted showed that in the third hypothesis test, the hypothesis showed
that Technical Repair Service Support also has a positive and significant effect on Trust in
Suppliers. This hypothesis testing supports the result of the research conducted by Paparoidamis
et al. (2017), which stated that repair support services would increase consumer confidence, in
this case, the company towards suppliers/suppliers. This study's result is also supported by Javed
& Wu (2019), which stated that after sales service, which includes product repair support
services, will increase consumer confidence. Researchers agreed with the result of the research
because when suppliers provide repair service support for the products they sell, the company, as
the buyer, will give a sense of trust to the supplier because they feel when receiving a defective
product, they can make repairs easier.

Based on the results of the hypothesis testing conducted, it showed that the fourth hypothesis test
shows that the Complaint Handling Service has a positive and significant effect on Trust in
Suppliers. This hypothesis testing result is the same as a result in the journal Paparoidamis et al.
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(2017) and Sugathan et al. (2018), which stated that a complaint handling service could increase
buyer's trust and satisfaction with suppliers. Researchers agreed with this research because when
the supplier already has a good customer complaint handling service, the buyer will have
confidence in the supplier. Happens because buyers feel safe and comfortable making purchases
in a place where they can file complaints if there are items that are not by their wishes.

Based on the result of the hypothesis testing conducted, it showed that the fifth hypothesis test
showed that Trust in Supplier has a positive and significant influence on Customer Loyalty. This
hypothesis testing result is the same as a result in the journal Paparoidamis et al. (2017), which
stated that the company's trust in suppliers would increase company loyalty in working with
suppliers. The result of this hypothesis test is also by the journal Tsanos & Zografos (2016),
which stated that trust would build a relationship between buyers and sellers, which impacts
company loyalty to subscribe to a supplier. This study's result is also the same as the result of
research by Javed & Wu (2019), wherein their journal stated that trust would increase consumer
loyalty, which is manifested by increasing repurchase intention. Researchers agree with this
research because when the buyer trusts, the longer the buyer will feel loyal to the supplier who
has worked together.

Through the result of hypothesis testing, it showed that Product Quality has a significant indirect
effect on Customer Loyalty. It indicated that Product Quality influences Customer Loyalty, but
through one intervening variable, Trust in Supplier. The test result is the same as those written in
the journal Paparoidamis et al. (2017), which stated that Trust in Supplier is an intervening
variable that mediates the relationship between product quality and customer loyalty. This
explanation concluded that Trust in Supplier could become an intervening variable that mediates
the relationship between Product Quality and Customer Loyalty.

The result of hypothesis testing showed that Sales Service Quality has a significant indirect
effect on Customer Loyalty. It indicated that Sales Service Quality influences Customer Loyalty,
but through one intervening variable, namely, Trust in Supplier. The test result is the same as
those written in the journal Paparoidamis et al. (2017), which stated that Trust in Supplier is an
intervening variable that mediates the relationship between sales service quality and customer
loyalty. The explanation concluded that Trust in the Supplier is an intervening variable that
mediates the relationship between Sales Service Quality and Customer Loyalty.

The hypothesis testing result shows that Technical Repair Service Support has a significant
indirect effect on Customer Loyalty. It indicated that Technical Repair Service Support
influences Customer Loyalty, but through one intervening variable, Trust in Supplier. The test
result is the same as those written in the journal Paparoidamis et al. (2017) and Javed & Wu
(2019), which stated that Trust in Supplier is an intervening variable that mediates the
relationship between technical repair service support and customer loyalty. This explanation
concluded that Trust in the Supplier could be an intervening variable that mediates the
relationship between Technical Repair Service Support and Customer Loyalty.

Through the result of hypothesis testing that Complaint Handling Service has a significant
indirect effect on Customer Loyalty. It indicated that the Complaint Handling Service influences
Customer Loyalty, but through one intervening variable, Trust in Supplier. The test result is the
same as those written in the journal Paparoidamis et al. (2017), which stated that Trust in
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Supplier is an intervening variable that mediates the relationship between complaint handling
service and customer loyalty. This explanation concluded that Trust in Supplier could become an
intervening variable that mediates the relationship between Complaint Handling Service and
Customer Loyalty.

The research concluded a positive influence between product quality with trust in suppliers, sales
service quality with trust in suppliers, technical repair service support with trust in suppliers,
complaint handling service to trust in suppliers, and trust in suppliers towards customer loyalty.
The following are the managerial implications that researchers can propose to companies,

Based on the research results, the product quality of the suppliers in collaboration with the
suppliers is currently in the excellent category. This result creates an optimal relationship of trust
between the company and its suppliers through its quality. Suppliers can pay more attention to
the quality of the materials used to make products so that the products offered to PT X can have
consistency. Besides that, communication and discussion between the company and suppliers
also need to find out what kind of product quality the company wants.

Based on the research result, the sales service quality that the supplier owns in collaboration with
the company is in a suitable category. However, these results can still be improved to create a
more optimal relationship of trust between the company as a consumer and its suppliers through
better quality sales services. Suppliers can improve the quality of sales services by increasing the
ability to solve problems and provide solutions to problems related to the procurement of goods
and services consumers face. So that consumers are satisfied with the quality of supplier service.
Also, the role of consumers in companies build good relationships also affects the performance
of their suppliers. The more there is a good relationship, and the supplier will further improve its
sales service quality.

Based on the research result, the technical repair service support owned by the supplier in
collaboration with the company includes in the excellent category. However, this result may
improve to an outstanding category to create a more optimal relationship of trust between the
company as a consumer and its suppliers through better repair services. Suppliers must be able to
improve service improvements to products provided to consumers so that consumers, in this
case, the company, can have more trust in the supplier. Repair service support can be increased
by first making it easier for consumers to contact suppliers to request repair services for
consumers' products. The role of consumers (companies) in fostering good relationships with
suppliers is also a factor that can improve repair services to consumers (companies). Based on
the research result, the complaint handling service owned by suppliers in collaboration with the
company includes the excellent category. This result can still be improved to create a
relationship of trust between PT X as a consumer and its suppliers maximally with a more
satisfying complaint handling. Suppliers who work with the company must be able to improve
their ability to handle customer complaints. Complaints that come from consumers must be
immediately accepted and resolved. The company's role as a consumer to collaborate well also
makes the supplier's ability to handle customer complaints. In this case, PT X is getting faster.
Based on the research result, the trust in company employees' suppliers as consumers includes in
the excellent category, and these results could improve to create a more optimal relationship of
trust and cooperation between the company as a consumer and its supplier.
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Efforts to increase trust in suppliers could improve each supplier's performance by collaborating
with the company by doing supplier development to suppliers who deem to have poor
performance. Good supplier performance can increase a company's trust in its suppliers and
foster company loyalty to suppliers.

CONCLUSION

Based on the result previously discussed, the result of this study can conclude that supplier
performance in product quality has a positive influence on trust in suppliers, supplier
performance in sales service quality has a positive influence on trust in suppliers, supplier
performance in technical repair service support has positive influence on trust in suppliers,
supplier performance in complaint handling service has a positive influence on trust in suppliers,
trust in suppliers has a positive effect on customer loyalty, product quality does not have a
positive effect on customer loyalty with trust in suppliers as an intervening variable, sales service
quality has a positive effect on customer loyalty with trust in suppliers as an intervening variable,
technical repair service support has a positive effect on customer loyalty with trust in suppliers as
an intervening variable, and complaint handling service has a positive effect on customer loyalty
with trust in suppliers as an intervening variable.
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