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Q\BSTRACT

Objective — This study set out to examine the effect of perceived value and satisfaction on repeat purchase. Training
service companies are competing by encouraging their managers to increase repeat purchase.

Methodology/Technique — Data from a survey of 300 customers of public training are used to scientifically verify the
model. Path analysis is used to process the data.

Findings — Results show that perceived value and satisfaction have indirect effect on repeat purchase through the
mediating role of service quality. Satisfaction and perceived value are important predictors in enhancing service quality,
but do not directly affect repeat purchase. Surprisingly, the direct effect on repeat purchases stems from service quality
while recent researches suggest satisfaction is the antecedent. The findings suggest that training service companies
should exert all efforts to improve service quality through service delivery training for their employees.

Novelty - Most of literature considers purchase as an attitudinal (namely purchase intention), while this study focuses
on behavioural (namely repeat purchase) that consider to be more actual and impactful for companies’ sustainability.
Type of Paper: Empirical.
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1. Introduction

Repeat purchase is also known as “customer’s repeat purchase” that is when a customer buys again a
product manufactured or produced by the same company (Damit et al., 2019). There is a subtle difference
between first-time and repeat buyers. It is important to know the differences since it is the basis for
developing a marketing strategy (Chua et al., 2016; Ryu & Han, 2011). Several studies had been done to
compare the new customers and the repeat customers (Anwar & Sohail, 2004; Chi, 2012; Petrick, 2004; Ryu
& Han, 2011), especially in looking at their decision making process and behaviours (Fakeye & Crompton,
1991; Han et al., 2011; Lee et al., 2009; Lichtenstein et al., 1988). And, in trying to convert from new
customers to repeat customers (Payne, 1999). Repeat purchase occurred when customers had previous
consumption experience (Fakeye & Crompton, 1991; Lichtenstein, Bloch, & Black, 1988).
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From experience, the customer may either feel satisfied or dissatisfied. Repeat purchases occurred only if
they are satisfied using the products or services. In that position, it can be indicated that the customer already
has brand loyalty. Service firms have exerted to exploit brand loyalty by revamping both service design and
customer experience (Luo et al., 2019). Brand loyalty indicates the deep commitment of customer to rebuy a
favour brand or to haunt insistently (Oliver, 1999). Loyalty is attitudinal when it involves an intention to
rebuy and to advocate, and behavioural when it is related to repeat purchases (Anton et al., 2017).

Meanwhile, most of recent literatures are focusing on direct relationship between customer satisfaction
and repurchase intention (Anton et al., 2007; Ha et al., 2013; Hackman et al., 2006; Han & Ryu, 2009;
Hellier et al., 2003; Jones et al., 2000; Patterson & Smith, 2003; Patterson & Spreng, 1997; Zeithaml, 2000).
These scholars refer to repurchase in terms of loyalty as an attitudinal or a propensity to rebuy a product, not
explicitly refer to a behavioural or an actual behaviour of repeated buying. Therefore, it takes a lot of effort to
measure behavioural (not attitudinal) repurchases due to the data limitation.

It has been known that there is a relationship between satisfaction from the first purchase to the repeat
purchase. The effect of satisfaction toward repeat purchase may be weak or strong and is due to several
factors. It is the intention of this study to know what are those determinants that bestow the degree of
relationship between satisfaction from first purchase to repeat purchases. It will help marketing practitioners
improve their strategy in gaining more repeat purchasers. Specifically, the following issues will be addressed:
1) Does service quality predict repeat purchase; 2) Does perceived value moderate the link between service
quality and repeat purchase; 3) Does satisfaction moderate the link between service quality and repeat
purchase.

The remaining part of the paper proceedgs follows: First, a literature review is introduced as a basis for
hypothesis development, which forms into a comprehensive mogal focused on antecedents directly predicted
repeat purchase. It is continued by methodology of research™fised to examine the hypotheses, then the
findings and implications. At last, a critical discussion is presented including limitations derived from the
study and suggestions for future research.

2. Literature Review

Service quality is explained by Parasuraman et al. (1988) result of comparing customer expectancy
with perceived service performance. The customers’ evaluation*of the overall service quality depends on the
gap between expectancy and the resulting perceived performance. Companies could differentiate themselves
from any other companies by providing an excellent service quality (Boshoff & Gray, 2004). Recent studies
prove that service quality has become ultimate competitive advantage (Parasuraman et al., 1988; Rust,
Lemon, & Zeithaml, 2004) and ought to be taken into account as primary criteria in strategic planning
(Taylor & Baker, 1994). Service quality has a positive impact on customer loyalty (Chumpitaz &
Paparoidamis, 2007; Fullerton, 2005; Rauyruen & Miller 2007) that induce repeat purchases. Moreover, it is
a crucial element in establishing repeat purchase (Andaleeb, 1998; Kotler & Keller, 2016; Taylor & Baker,
1994; Torres, 2014). Service quality referred to the quality of service, quality of product, and price (Zeithaml
& Bitner, 2003). The satisfaction-service quality link has predominated the literature (Brady and Robertson,
2001; Patterson & Spreng, 1997). Coherent with the link between service quality and affective constructs,
service quality ought to be linked to behavioural consequences such as brand loyalty (Zeithaml et al.,1996).
These arguments suggest the subsequent hypothesis:

H1. Service quality predicts repeat purchase

Perceived value is a customer's overall evaluation of the utility of a product or service based on
perceptions of what is received and what they give (Zeithaml, 2000). Excellent customer value could be
indicated by the fulfilment of service quality (Wong & Wu, 2013). Even tough service quality does not
directly influence customer satisfaction, it indirectly influences customer satisfaction through perceived value
and customer equity (Hellier et al., 2003). Perceived value has a positive and significant link to loyalty;
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ustomers who receive value superiority will tend to be loyal and persuade it to others (Hu et al., 2009).
Qased on this background, the following hypotheses are proposed:

H2-1. Perceived value predicts service quality

H2-2. Perceived value moderates the link between service quality and repeat purchase

Total customer satisfaction defined as a person’s feelings of pleasure or discomfort that result from
comparing a product or service’sgaerceived performance (or outcome) to expectancy (Kotler & Keller, 2016),
and that may fall under the price™T the performance or experience falls short of expectations, the customer is
dissatisfied. Kotler & Keller (2016) showed that if it meets expectancy, the customer is satisfied, while if it
exceeds expectancy, thegustomer is highly satisfied or delighted. Hence, Cronin et al. (2000) emphasized
customer satisfaction asﬁstomer’s overall evaluation of a product or service in terms of whether that
product or service has met their needs and expectancies as the result of customer perception of the value
received. Based on those argumentations, we propose:

H3-1. Satisfaction predicts repeat purchase

H3-2. Satisfaction moderates the link between service quality and repeat purchase

Repeat purchase is one of the prominent factors in marketing since it increases revenue. Service quality of
an initial purchase may relate to repeat purchases. However, the strength of their links depends on several
variables, including perceived value and satisfaction. By knowing how good these variables moderate the
link between service quality and repeatgaurchase, marketing practitioner could boost their sales. Therefore,
the purpose of this study is to know im‘(‘erceived lue and satisfaction would moderate the link between
service quality and repeat purchase. The frameworR®8f the conceptual model is shown in Fig. 1.

3. Research Methodology

The participants in this study are the 300 customers of PPM Manajemen. PPM Manajemen is a training

institute for business and management courses located in Jakarta, Indonesia. This training institute offered
more than a hundred different short courses every year and more than ten thousand enrollees every year. The
customers of PPM Manajemen are companies. They sent their employee to take courses in this training
institute. There were 90 courses offered by PPM Manajemen in the year 2019 which were analysed in this
study.

Repeat purchase is the dependent variable of this study. It is measured by the number of participants who
enrolled in each training course for the year 2019. When more participants enrol in the same course, it
indicates that the same companies keep on sending their employee to take the same course. The more
participants enroll indicates that the repeat purchase is higher.

Perceived
value

Repeat
Purchase

Service
quality

Figure 1. Conceptual model"ne moderating effect of perceived value and satisfaction in the link
between service quality and repeat purchase.
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The independent variable of this study is service quality. Service quality is a latent variable that was
measured by three observable variables that were expressed in statements as follow. (1) The instructor
delivers the material clearly; (2) The teaching method used is interesting; (3) The combination of theory and
practice is balanced. The participants were pleased to respond to the statements, whether agree or disagree on
a five-point Likert scale

There are two moderating variables in this study, perceived value, and satisfaction. Perceived value is
determined by three reflective items as follows. (1) This training is beneficial for me; (2) The number of
courses offered meets the needs; (3) The participation of other participants has met my expectations. They
are formed into 5-point Likert scales. Satisfaction is measured by letting the participants select a score from
1 to 5. One indicates very dissatisfaction to 5 very satisfied with the course they had attended. There is only
one item asked, “In general, I feel satisfied with this training”. The next step is testing the convergent
validity. All items of perceived value have outer loading more than 70% as most research required (see Table
1)

Table 1. Convergent validity of perceived value
PV-Q1 PV-Q2 PV-Q3
Perceived Value 0.866 0.906 0.715

For service quality, the three items were tested for its convergent validity. As shown in Table 2, all of
them have outer loading that is greater than 0,70. Most research make use of outer loading greater than 70%
to indicate that the items are convergently valid. In terms of discriminant validity, all constructs (perceived
value, repeat purchase, satisfaction, and service quality) have average variance extracted which is higher than

Table 4. Cronbach alpha internal consistency and composite reliability

Cronbach Alpha Composite Reliability
Perceived Value 0.798 0.879
Satisfaction 1 1
_ Service Quality 0.888 0.931
SEIvICE Yudlily rFerceiveu vdiue KepedL rurclidse Qdlisidiuuri
Service Quality 1.000
Perceived Value 0.337 0.833
Repeat Purchase 0.214 0.143 1.000
Satisfaction 0.094 0.789 0.233 0.904
Service quality 0.906 0.955 0.848 the
correl
ation

between that construct and the other constructs in the model, as shown in Table 3.

Both the instrument for perceived value and service quality are reliable as indicated by both the Cronbach
alpha internal consistency and the composite reliability, as shown in Table 4. The minimum required
reliability score for most research is 70%, and both the Cronbach alpha and composite reliability has score
higher than 0.70. Partial Least Square (PLS) analysis technique is used to process data that is supported by a
software application, namely Smart PLS. It is the most appropriate statistical tool, considering the sample
size. The inner model’s strength is determined by R2, while the significance of the inner model is measured
by the beta coefficient. This technique also allows for the calculation of the direct and indirect impact of each
relationship.
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4, Results

The null hypothesis that state no relationship between service quality and repeat purchase is rejected (f =
0.355, p < 0.05), as shown in Table 5. Service quality predicts repeat purchase. As quality of service
increases, repeat purchase will also increase as the beta coefficient is positive.

Table 5. Significant of the inner model (hypothesized model)

B Coefficient P-Value
Perceived Value -> Repeat purchase -0.118 0.587
Perceived Value -> Service Quality 0.501 0.000
Satisfaction -> Repeat Purchase -0.044 0.808
Satisfaction -> Service Quality 0.394 0.003
Service Quality -> Repeat Purchase 0.355 0.036

The null hypothesis that state perceived value and satisfaction do not moderate the relationship between
service quality and repeat purchase are rejected. Perceived value significantly predicts service quality ( =
0.501, P < 0.05), asﬂown in Table 5. As perceived value increases, service quality tends to increase too.
However, there is no®significant relationship between perceived value and repeat purchase (f = -0.118, P >
0.05). Satisfaction significantly predicts service quality (B = 0.394, P < 0.05), as shown in Table 5. As
satisfaction increases, service quality gets higher since the beta coefficient is positive. However, no
significant relationship between satisfaction and repeat purchase ( = -0.044, P > 0.05).

As shown in Figure 2, perceived value and satisfaction can explain 64.7% (R2 = 0.647) change in service
quality. There is a direct effect of perceived value (f = 0.501) and satisfaction (§ = 0.401) to service quality
as stated in Table 6.

Perceived

R?=0.647 R*=10.067
value

l

Service
quality

Repeat
Purchase

Figure 2. The final structural model of repeat purchase.

Table 6. Significant of the inner model (final model)

B Coefficient P-Value
Perceived Value -> Service Quality 0.501 0.000
Satisfaction -> Service Quality 0.401 0.003
Service Quality -> Repeat Purchase 0.224 0.010

However, there is an indirect effect of perceived value to repeat purchase (r =0.112), as shown in Table 7.
The total effect of perceived value to repeat purchase is 11.2% (f =0.112). For satisfaction, there is a positive
direct effect (p = 0.224) and indirect effect (f =0.09) to repeat purchase. As shown in Table 7, the total effect
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of satisfaction to repeat purchase is 9 % (B =0,09). Service quality can explain 6.7% (R2 = 0.067) change in
repeat purchase.

Table 7. The indirect and total effect

Indirect Effect Total Effect
Perceived Value -> Repeat Purchase 0.112 0.112
Satisfaction -> Repeat Purchase 0.09 0.09

5. Discussion

We examined a model of gerceived value and satisfaction, which in turn imposes the link between service
quality and repeat purchase’®fhis study further investigated the independent role of three key determinants
(perceived value, satisfaction, and service quality). These findings make several contributions to the current
literature with the following ways:

First, we discover that service quality directly predicts repeat purchase. This finding supports Zeithaml et
al. (1996) that states service quality is linked to behavioural consequences such as brand loyalty which we
consider as a predisposition to repeat purchase since it induces loyalty toward the brand in a way will drive
the consumer to rebuy the brand.

Second, perceived value does not directly support repeat purchase, and these findings provide insights in
the relationship between perceived value-service quality-repeat purchase. Even if our results are up to a
point corresponding with prior literature review (Batra et al., 1995), they strongly believe the relative
insignificance of perceived value in the refinement of repeat purchase, notably respective to factor namely
service quality as mediating variable which play a major role in linking both perceiyed value-repeat purchase.

The insignificance of the link between perceived value and repeat purchase ilﬁrvice sectors contributes
toward enhancing theoretical knowledge of the perceived value effect. The literature shows that perceived
value will result in an increased customer loyalty (Hu et al., 2009) which merely refers to repeat purchase,
but in this study, perceived value is not directly related to repeat purchase. The findings suggest that
perceived values are mediated by consumer experience in regards to service quality. That is, the effect of
perceived value on repeat purchase is indirect and consumers seem to be forming their perceived values
through service quality. Thus, managers should enhance their service quality through employee service
training and service-oriented employee behaviour. Ha et al. (2014) indicate that service-oriented employee
behaviour plays a key role 4a service encounters to maintain service quality standards and enhance customer
experience and satisfaction#ue crucial characteristic in a customer-oriented firm demonstrates organizational
culture where a shared “set of beliefs puts customer interests first” (Deshpande et al., 1993). Service-oriented
employee behaviour significantly impacts quality as perceived by customers by way of an individual
experiential judgment on overall service-oriented employee behaviour which can be seen by magnificent
concern of customer’s favour (Wallin Andreassen, 1994; Boles et al., 2001).

Third, satisfaction does not directly underpin repeat purchase gkhis finding is the most challenging part of
the overall results of the study due to most researchers believinﬁat there is a direct link between customer
satisfaction and repeat purchase. Among the figures who support this statement are as follows. Anwar et al.
(2019) stated that there is a positive link between customer satisfaction and loyalty. Customers are more
likely to use a product or service in a particular brand and become loyal to that brand if the customer is
satisfied with what that brand has to offer. Research conducted by Marso & Gunawan (2019) states that there
is a positive and significant link between customer satisfaction and loyalty, which means that the more
satisfied the customer is, the greater the likelihood that the customer will be loyal, such as making repeat
purchases or recommending it to others. Furthermore, research conducted by Priyo et al. (2019) stated that

202
J. Mgt. MKt. Review 5(4) 197 — 205 (2020)



Aprihatiningrum Hidayati, Ronny Kountur and Siti Nuraisyah Suwanda

customer satisfaction has a positively significant link to customer loyalty in the hotel industry. However,
these mainstream findings contradict with the research conducted by Sukaisih & Hamid (2015) that the
positive link between customer satisfaction and loyalty at 3 star hotels in Malang and Batu states a low level
of significance. We support the anti-mainstream findings.

6. Conclusion

Our empirical findings reveal that an extensive examination at the key determinants which impose repeat
purchase is essential. We conclude that repeat purchases can occur when the quality of service is well
designed. Service quality is a prerequisite for repeated customer purchases. Good service quality is obtained
when there is a good perception of value and customer satisfaction. These two causal factors are significantly
utilized as the biggest contributors to the creation of service quality.

Surprisingly, there is no single good service marketing strategy that works for all companies. Only service
marketing strategies that specifically target consumers are the most successful. Efforts undertaken to improve
service quality needs to be derived from customer point of view regarding what services need to be improved
and in what ways the improvements are expected. Service redesign is also needed as an effort to improve
service quality. Namely, when the customer started registering for training, they were greeted with warmth
from the front liner. The easy to use platform to fill out the registration. Comprehensive information and real
time which can be easily accessed by customers. They should also ensure that the service delivery is in
accordance with the initial promise made by them.

Tiered-training for service providers (trainers and admin staffs) is also needed. Such training is expected to
make them improve their level of service (namely aspects of reliability, assurance, tagaible, empathy, and
responsiveness). Gradually, it will improve service quality through the fulfilment of botf®erceived value and
customer satisfaction. The lack of this study is that it focuses on internal elements of service providers such
as perceived value, customer satisfaction, and service quality. Subsequent research can consider external
elements such as competitor behaviour such as promotion activities conducted by competitors and the type of
training offered by competitors. Other external factors such as customer situational factors such as
purchasing power, self-development motivation, and purchasing risk factors for enrolling training services
are also interesting to be further examined.
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