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Abstract. The rapid growth of Internet usage in Indonesia contrasts with a
notable decline in sales and market share for one particular Internet Service
Provider (ISP). In the fiercely competitive ISP sector, major players such as
Biznet, CBN, Linknet, Moratel, and Indonet stand out, among 1341 registered
ISPs, many of which do not focus on corporate sales (B2B) but rather on retail
(B2C) divisions. This study delves into the crucial factors of customer
satisfaction and switching barriers, mediated by customer loyalty, and their
collective impact on customer retention within the ISP industry. Given the
indispensable role of internet connectivity in contemporary business operations,
understanding corporate client behavior is paramount. This research aims to
analyze the positive influence of customer satisfaction on customer loyalty,
analyze the positive influence of switching barriers on customer loyalty, analyze
the positive influence of customer loyalty on customer retention. A
comprehensive quantitative approach was employed, with convenience and
judgmental sampling techniques to gather data from corporate ISP users,
specifically targeting IT decision-makers. A total of 140 questionnaires were
distributed. The study reveals the critical importance of addressing impediments
to customer churn, given the substantial switching costs and operational
disruptions involved. Effective relationship management, characterized by
personalized assistance and proactive engagement, emerges as a key factor in
nurturing enduring customer relationships. The findings underscore the necessity
of prioritizing customer retention strategies to foster competitive advantage and
refine marketing strategies tailored to the unique needs of business clients within
the ISP landscape. This research not only contributes valuable insights to the
academic field but also offers practical guidance for ISPs aiming to enhance
service delivery and maintain competitive positioning in a dynamic market.
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1. INTRODUCTION

In the context of the digital age, Internet Service Providers (ISPs) are integral to
facilitating access to the Internet for both individuals and businesses. This is
particularly pertinent in Indonesia, where the telecommunications sector is expanding
rapidly, driven by technological advancements and a growing dependence on internet
connectivity. As of the second quarter of 2019-2020, Indonesia's internet user base
reached 196.7 million, marking an 8.9% increase from the previous year and
highlighting the rising demand for internet services (APJII, 2020; Pradana, 2023). This
increasing demand presents significant opportunities for ISPs to extend their market
presence and enhance their infrastructure to meet the evolving needs of corporate and
individual users [1].

The ISP market in Indonesia is distinguished by its diversity and competitive nature,
influenced by various elements such as the number of corporate subscribers,
infrastructure reach, and annual revenue. Prominent ISPs like CBN, Linknet, Moratel,
and Indonet exhibit a range of strategies and operational scales, reflecting the dynamic
characteristics of the market. For example, Linknet and Moratel, with their extensive
networks and substantial revenues, represent large-scale operations while CBN and
Indonet exemplify successful business models with significant revenues relative to their
infrastructure sizes [2].

Since 2015, the competitive landscape has intensified, prompting ISPs to adopt diverse
promotional strategies and competitive pricing models. Many companies now bundle
internet services with other offerings to attract and retain customers. PT Cyberindo
Aditama, for example, has established a significant presence in the Sumatra-Java-Bali
region by offering a range of integrated services [3].

The provision of corporate internet services is heavily influenced by factors such as
customer satisfaction, switching barriers, customer loyalty, and retention. Customer
satisfaction is a critical factor that drives electronic word-of-mouth and repeat
transactions, which are essential for fostering customer retention (Bobalca, 2014). The
interplay between these factors significantly affects an ISP’s ability to maintain and
expand its customer base. For instance, switching barriers, including the costs and
efforts associated with changing providers, can deter clients from switching, thereby
enhancing retention rates [4].

Additionally, customer loyalty, characterized by repeat purchases and positive
recommendations, offers numerous benefits, such as increased revenue, enhanced
brand trust, and customer upscaling. This loyalty is cultivated through high-quality
service, reliable technical support, and strong interpersonal relationships between
service providers and clients [5].

This study aims to explore the intricate dynamics of customer satisfaction, switching
barriers, customer loyalty, and retention within the Indonesian ISP market. By
examining these factors, the research seeks to provide insights into effective strategies
for ISPs to foster long-term customer relationships and sustain growth in a competitive
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environment. This comprehensive understanding is crucial for ISPs to adapt and thrive
amidst the rapidly changing demands and preferences of corporate clients.

This introduction sets the stage for an in-depth analysis of the ISP industry's current
state in Indonesia, the competitive strategies employed by key players, and the critical
factors influencing customer retention and loyalty. By investigating these aspects, the
study contributes to a deeper understanding of how ISPs can navigate the challenges
and opportunities in this burgeoning market.

2. LITERATURE REVIEW

Customer retention is a strategic objective aimed at fostering enduring relationships
with customers. The ability to retain customers hinges on the company's initiatives
implemented through diverse customer service initiatives. Simultaneously, customers'
decisions to remain or switch companies are influenced by numerous factors such as
service excellence, satisfaction levels, perceived customer value, switching costs,
overall customer experience, commitment levels, trustworthiness, corporate image,
reputation, and others [6].

Customer retention encompasses various dimensions, including the intention to
continue purchasing services, the likelihood of remaining with a provider, and the
decision to maintain a business relationship. It involves a commitment to ongoing
business exchanges and incorporates aspects like customer preferences, identification,
commitment, trust, the desire to recommend, and the intention to repurchase. This
multifaceted concept can be divided into emotional-cognitive retention and behavioral
intentions, ultimately linking to repeated subscriptions, repurchasing, and brand loyalty

[7].

Customer retention is the enduring relationship and commitment between customers
and a company, involving the ongoing consumption of products or services. It is
considered a comprehensive marketing strategy designed to retain both new and
existing customers by fostering long-term benefits. Retention is characterized by the
intention to repurchase services, the likelihood of remaining with a service provider,
and the decision to maintain a business relationship. It is also viewed as a commitment
to sustained exchanges with the company [8].

Scholars such as Berry, Gronroos, Gummesson, and Little have emphasized the role of
relationship marketing in fostering enduring customer relationships and ensuring
retention through trust and commitment. Key aspects include maintaining integrity by
keeping promises, demonstrating empathy, valuing customer input, and adapting to
customer needs. Customer retention is often described as the intention to repurchase or
the tendency to remain with a provider over time. It is also viewed as a commitment to
ongoing engagement with a specific company. Empirical research has confirmed that
relationship marketing significantly impacts customer retention. Additionally,
customer satisfaction plays a critical role in retention, with higher satisfaction
correlating with greater retention rates. The concept of switching costs, including
perceptions of risk, evaluation difficulty, and psychological attachment to a brand, also
significantly influences customers' decisions to stay with their current provider,
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especially in markets with varying asset involvement and dynamics [9].

Customer satisfaction is a fundamental marketing concept crucial for meeting customer
needs and ensuring a company's success. It is defined as the pleasure or disappointment
customers feel when their perceptions of a product's performance are compared with
their expectations. Key factors influencing customer satisfaction include warranty
costs, complaint handling, market share, costs of poor quality, and industry reports. To
measure customer satisfaction effectively, several indicators are used, such as security
assurance, service speed, service facilities, employee attitude, and the variety of
products and services [10]. It provides significant benefits to a company, including
increased profitability. Retaining satisfied customers is generally more cost-effective
than constantly acquiring and nurturing new ones to replace those who leave. Highly
satisfied customers often generate positive word of mouth, effectively acting as
ambassadors for the company and reducing the costs associated with attracting new
customers. Customer satisfaction is defined as the response to how well a product or
service meets expectations, and it serves as an indicator of the product's performance.
It reflects the level of individual contentment after comparing a product's performance
with expectations [11].

The literature on relationship marketing consistently demonstrates a strong positive link
between satisfaction and customer loyalty. Satisfaction is recognized as a crucial driver
of loyalty across various sectors, including retail banking, where it significantly
influences customer loyalty. Additionally, satisfaction is seen as an emotional precursor
to customer loyalty, with evidence showing that overall satisfaction fosters loyalty in
industries such as cosmetics. In business-to-business contexts, satisfaction also
positively affects behavioral loyalty, as observed in sectors like courier delivery
services [12].

Customer satisfaction is a key metric for assessing business success and performance
across various industries. It provides a comprehensive measure of customers' post-
purchase experiences and the value they derive from products or services. By
evaluating cumulative satisfaction, businesses gain insights into both immediate
interactions and long-term relationships with customers, allowing them to refine
strategies to better address customer needs and foster loyalty. However, relying solely
on customer satisfaction may have limitations, particularly in business-to-business
(B2B) contexts where decision-making is often more rational and less emotionally
driven. In such environments, factors like perceived service quality and specific
organizational characteristics can have a significant impact on repurchase intentions,
potentially reducing the predictive power of customer satisfaction for loyalty and repeat
business [13].

Switching barriers are crucial in fostering brand loyalty and maintaining customer
relationships by creating obstacles or costs that make it difficult for customers to switch
to alternative providers. These barriers include switching costs, the appeal of alternative
options, and interpersonal relationships. They represent the evaluation of resources and
opportunities required to switch, as well as the constraints that discourage customers
from moving to different products or services. Research has shown a positive
correlation between customer loyalty and the presence of switching barriers [14].
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As defined by Valenzula (2012) stated that switching barriers are the company's efforts
to prevent customer dissatisfaction and prevent customers from moving to other
competitors. Jones, et al. (2000) argue that switching barriers are a company retention
strategy that consists of anything that can make consumers feel more expensive and
difficult to switch to other product or service providers. Jones, et al. (2000) mentioned
the aspects of switching barriers: a. Interpersonal relationship: refers to the strength of
the personal bonds that develop between customers and service employees. Good
interactions between customers and service employees can lead to personal
relationships that bind customers with service providers. b. Perception of switching
costs: perceived switching costs are consumers' perceptions of time, money and effort
in relation to changes in service providers. When the perceived cost of the activity
increases, the likelihood of consumers switching products decreases. c. Alternative
allure: alternative attractiveness refers to the customer's perception of the extent to
which other alternative products available in the market are more profitable and
attractive than the previous product [15].

Customer loyalty is characterized by a preference for a brand, a commitment to it, and
an intention to make repeat purchases. It reflects a strong desire to continue buying
from the same brand or service provider due to positive sentiments towards the
organization. Enhancing customer loyalty can be achieved through strategies such as
offering gifts, discounts, and freebies during special events. Building and maintaining
customer loyalty is essential for organizations to thrive in a competitive market,
fostering mutually beneficial relationships. Studies have shown that customer loyalty
and satisfaction are crucial for customer retention. Research has demonstrated a
significant relationship between customer loyalty and retention in various industries,
including telecommunications [16].

Additionally, research has shown that switching barriers act as a moderating variable
in the relationship between customer satisfaction and customer loyalty. Specifically,
even when customer satisfaction levels are the same, customer loyalty can vary based
on the strength of the switching barriers. The importance of customer loyalty is linked
to a company's long-term survival and potential for strong future growth. Therefore,
when a company reaches market saturation, faces a mature market, and encounters
intense competition, focusing on retaining existing customers becomes more critical
than aggressively trying to attract new ones. A defensive strategy aimed at maintaining
current customers is essential for sustaining profits [17].

In the Korean mobile telecommunications sector, customer loyalty has become
increasingly important due to the rising customer churn rate as the market matures.
Specifically, the monthly average churn rate increased significantly from 1.3% in the
late 1990s (1998-1999) to 3.3% in the early 2000s. These rates are relatively high
compared to those of major international mobile carriers during the same period, which
ranged from 1.0% to 3.0%. Additionally, the full-scale launch of IMT-2000 services
and the introduction of mobile number portability are expected to further boost
customer churn, highlighting the critical need for customer loyalty [18].

A qualitative study involving nine key employees from various banks in Jordan
identified several crucial factors for improving customer retention, such as trust,
satisfaction, commitment, loyalty, closeness, transparent communication, privacy, cost,
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reputation, and organizational culture. Research has also shown that relationship
marketing significantly impacts customer satisfaction, which in turn affects customer
loyalty. Furthermore, it has been found that relationship marketing and switching costs
both play significant roles in customer retention, with relationship marketing also
influencing switching costs [19].

Based on the theoretical and empirical studies, the present study‘s research model is
presented in Figure 1.

Customer
Satisfactio

Customer
Retention

Customer
Lovaltv

Switching
Barriers

Figure 1 — Research Framework:

H1: Customer satisfaction (CS) affects customer retention (CR).
H2: Switching barriers (SB) affect customer retention (CR).
Hs: Customer loyalty (CL) affects customer retention (CR).

3. METHODS OF RESEARCH

The research involved gathering primary data from 140 customers within the business
client segment of the Internet Service Provider sector. Sample selection criteria were
based on demographic factors such as age, educational level, position, division, job
tenure, firm size, and firm age. Respondents were chosen through accidental sampling,
focusing on whether they had the authority to determine the selection of the Internet
Service Provider used in their organization or company. Data collection occurred via
face-to-face meetings using questionnaires that underwent prior validity and reliability
testing. The questionnaire included five alternatives based on the Likert Scale, ranging
from 1 for completely disagree to 5 for completely agree. Hypotheses were evaluated
using SPSS and SmartPLS, involving steps such as formulating a structural model,
creating a measurement model, developing a path diagram, deriving equations from the
path diagram, estimating weights, loadings, and paths, assessing goodness of fit, and
conducting hypothesis testing (Solimun, 2013).

The data analysis reveals that a significant portion of the respondents, comprising 40%
of the total sample, fell within the demographic range of 35 to 39 years old, indicating
notable representation from this age cohort. In terms of educational attainment, a
majority proportion, constituting 50% of the participants, possessed a Bachelor's degree
or its equivalent, underscoring a prevailing level of undergraduate education among the
surveyed individuals. With regard to occupational roles, it was discerned that 45% of
the respondents held positions as Founder/Owner, suggesting a predominant presence
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of entrepreneurs or individuals occupying leadership positions within their respective
organizations. Furthermore, while the majority of respondents were found to occupy
founder/owner roles, the remaining participants encompassed a diverse spectrum of
positions within their organizations, including staff roles, middle-level management
positions (e.g., Managers or Supervisors), and top-level management roles (e.g., CEOs
or Board of Directors members), albeit in smaller proportions. This detailed analysis
provides insights into the demographic composition and occupational diversity evident
among the respondents engaged in the study.

Table 1 — Validity and reliability Source: Data Analysis.

Latent Indicators Items Pearson Sig. (2- Cronbach's
Variables Correlation tailed) Alpha
Customer Provider CS1 71 .000 936

Satisfaction Courtesy
Timely CS2 718 .000 938
Service
Competent .000 937
Employees CS3 722
Treatment .000 940
received CS4 .620
Employees .000 937
listen CS5 761
Switching | Switching .000 937
Barriers Cost SBI 744
Contractual .000 937
Lock-In SB2 770
Contractual .000 937
Lock-In SB3 .740
Customer Brand .000 938
Loyalty Experience CL1 711
Brand .000 .939
Experience CL2 .685
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Trust CL3 714 .000 937
Trust CL4 739 .000 .936
Customer | Intention to .000 937
Retention | Maintain the
Relationship CR1 783
High .000 .940
Involvement
Rate CR2 754
Sense of .000 938
Belonging CR3 701
Strong .000 936
Intention to
Stay CR4 798
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4. RESULTS AND DISCUSSION

The study's findings demonstrate that customer satisfaction and switching barriers,
mediated by customer loyalty, significantly impact customer retention within the ISP
industry [20].

Research on customer loyalty in courier delivery services showed that high customer
satisfaction enhances customer loyalty. Similarly, it was confirmed that customer
satisfaction significantly impacts both loyalty and retention in the telecommunications
sector. However, other studies found that although customer satisfaction positively
affects loyalty, switching barriers do not always lead to increased customer retention
[21].

Unlike these earlier studies, the present research suggests that while customer
satisfaction does not directly affect customer retention, it significantly influences
customer loyalty, which in turn impacts retention. This discrepancy can be attributed to
differences in research subjects and the perception of the studied variables. Jones et al.
(2000) and Burnham et al. (2003) focused on credit card users and long-distance call
customers, whereas this study targeted corporate ISP users. Corporate clients, who rely
heavily on stable and high-quality internet services, may perceive loyalty and switching
barriers differently from individual consumers [22].

The data collected from 140 respondents within the business client segment of the ISP
sector underwent rigorous validity and reliability testing to ensure the robustness of the
findings. Table 1 summarizes the results of the validity and reliability tests for each
latent variable.

The high Cronbach's alpha values, all exceeding .930, signify excellent internal
consistency for the scales measuring customer satisfaction, switching barriers,
customer loyalty, and customer retention. The strong Pearson correlation values among
the items further corroborate the validity of these constructs.

The data analysis indicates that a substantial portion of the respondents, accounting for
40% of the sample, were within the age range of 35 to 39 years, suggesting significant
representation from this demographic. In terms of educational attainment, 50% of the
participants held a Bachelor's degree or its equivalent, highlighting a predominant level
of undergraduate education among the respondents. Occupationally, 45% of the
respondents were founders or owners, indicating a significant presence of entrepreneurs
or individuals in leadership roles within their organizations. The remaining respondents
included staff members, middle-level managers (e.g., Managers or Supervisors), and
top-level executives (e.g., CEOs or Board of Directors members), though these
categories were less represented.
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Customer satisfaction is viewed as a short-term emotional reaction to a specific service
experience, while switching barriers are considered long-term and complex, especially
in the context of corporate ISPs. For corporate clients, switching ISPs involves
considerable costs and operational disruptions, making switching barriers crucial for
customer retention. This perspective aligns with the idea that customers often see ISP
products and services as similar, which reduces their likelihood of switching unless
significant problems occur [23].

Moreover, the study's findings underscore the crucial role of effective relationship
management in enhancing customer loyalty and retention. Personalized assistance and
proactive engagement by ISPs emerged as key factors in cultivating robust, enduring
relationships with corporate clients. This supports the argument that customer
satisfaction alone is insufficient for retaining corporate clients; instead, a
comprehensive strategy that includes mitigating switching barriers and fostering
customer loyalty is essential.

The importance of prioritizing customer loyalty and retention strategies tailored to the
specific needs of business clients in the ISP industry. ISPs aiming to maintain a
competitive edge should focus on delivering superior service quality, reducing
switching barriers, and nurturing customer loyalty through effective relationship
management practices. These insights contribute to the academic understanding of
customer retention dynamics in the ISP industry and provide practical guidance for
ISPs seeking to improve their service delivery and sustain growth in a competitive
market.

5. CONCLUSION

Our findings are particularly advantageous for ISP practitioners amidst the highly
competitive environment and the challenge of customer retention. Overall, our results
will assist service providers in leveraging service quality, relationship management,
customer satisfaction, and switching barriers to enhance customer retention
independently and concurrently, depending on market dynamics.

For the ISP industry, effective relationship management is essential for enhancing
customer retention, significantly impacting client loyalty. Additionally, managing
switching costs is as important as promoting customer satisfaction. High-quality service
features boost customer satisfaction, while strategically managing switching costs can
further enhance retention. This is particularly important for ISPs in today's competitive
environment, which includes not only traditional telecom providers but also new digital
service companies and other tech entities targeting the same corporate customers [24].
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Our study underscores the importance of prioritizing strategies focused on customer
loyalty and retention, tailored to the specific needs of business clients within the ISP
sector. To maintain a competitive edge, ISPs should prioritize delivering exceptional
service quality, effectively managing switching barriers, and cultivating strong
customer loyalty through robust relationship management practices. These insights not
only enrich the academic understanding of customer retention dynamics in the ISP
industry but also offer practical guidance for ISPs aiming to improve their service
delivery and achieve sustained growth in a competitive market.

5.1 Limitations and Future Research

This study has several limitations. First, while we included traditionally examined
antecedents of customer loyalty such as trust and satisfaction, other significant factors
were not investigated. For instance, we did not examine the impact of promotions,
loyalty programs, pricing strategies, or technological expectations. Second, the model
was tested within the context of the corporate ISP market, which is highly competitive,
with substantial marketing efforts and wup-to-date technology. Consequently,
generalizing these findings to other industries, particularly the goods industry, should
be approached with caution. Third, our results are based on cross-sectional data, which
limits the ability to make causal inferences. A longitudinal study would be more
effective in capturing changes in customer behavior over time.

To expand the understanding of customer retention strategies, future research could
focus on additional antecedents such as promotional activities and loyalty programs, to
better understand their influence on service quality, satisfaction, trust, and loyalty.
Additionally, exploring the relationship between customer culture and experiences
could provide valuable insights, as perceptions of service quality and loyalty
antecedents may vary across different cultural contexts.

Given the characteristics of the corporate ISP market, it would be beneficial to examine
the relationship between customer experiences and factors such as customer
involvement (the degree of interactivity between a customer and the service provider),
brand image (how experiences alter customer perceptions of a brand), and brand equity
(given the established link between experiences and loyalty, which is widely recognized
as an antecedent of equity). Moreover, in the competitive ISP market, companies make
significant efforts in marketing and advertising. Thus, further studies could investigate
which specific marketing stimuli or actions have the most substantial impact on
different dimensions of customer experiences and which dimensions most significantly
contribute to the development of loyalty, satisfaction, quality, or trust.
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Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.
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