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consumer participation. Data were obtained through
an online survey of 148 respondents who are
consumers of minimarkets with access to the loyalty
rewards program. The analysis results show that the
Price variable (represented by psychological
loyalty), Promotion (represented by product
information), and Process (represented by user-
friendliness and repeat purchase) have a significant
influence on the use of the program. The resulting
regression model shows an accuracy of 81.8%, with
these variables being the main predictors. The
conclusion of this research emphasizes the
importance of developing strategies that strengthen
the emotional value of the program, optimize
promotions, and simplify the program usage process
to enhance the effectiveness of the loyalty rewards
program.  Practical recommendations include
exclusive offers for loyal customers, promotions
using various digital channels, and integrating the
Loyalty Rewards program with digital applications
or payment systems to make it easier for consumers
to monitor and redeem points, in order to create
sustainable added value for both customers and the
company.
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INTRODUCTION

In recent years, the retail industry in Indonesia has experienced rapid growth. This
development is driven by factors such as urbanization, increased income levels, and changes in
people's lifestyles. According to the Coordinating Ministry for Economic Affairs, the retail sector
plays a crucial role in national economic growth, with businesses spread across all regions of
Indonesia and optimal job creation. The retail sector can even boost the trade sector to contribute
significantly to economic growth, accounting for up to 12.96% of the Gross Domestic Product
(GDP). Among various modern retail formats, minimarkets have become one of the most
dominant, with tens of thousands of outlets spread across Indonesia. Some well-known
minimarket chains that dominated the retail market and had the most outlets by the end of 2023
are as follows.

Number of Minimarket Retailers in Indonesia in 2023
Indomaret R 92515
Alfamart | —— 19057
Alfamidi BN 2734
Circlek  Mess

FamilyMart | 254
0 5000 10000 15000 20000 25000

Figure 1. Number of Minimarket Retailers in Indonesia in 2023

The graph above indicates that by 2023, a total of 44,745 minimarket outlets were spread
across Indonesia, with a strong dominance by Indomaret and Alfamart as the leading players.
Indomaret operates 22,515 outlets, making it the largest minimarket chain in the country. In
second place, Alfamart runs 19,057 outlets across various regions. Other than these two major
retailers, Alfamidi operates 2,234 outlets, followed by Circle K with 685 outlets, and FamilyMart
with 254 outlets. These figures demonstrate that Indomaret and Alfamart hold a significant
advantage in terms of the number and scope of their networks compared to other competitors.
This advantage provides both brands with a competitive edge, particularly in meeting consumers'
daily needs through ease of access.

To improve their quality amidst increasingly intense competition, each minimarket strives
to offer greater value compared to its competitors, some strategies are ease of access, affordable
prices, and attractive promotions, to become the primary choice for consumers' daily needs.
Many minimarkets implement innovative marketing strategies to attract and retain customers.
One of the most popular strategies is the loyalty reward program, where customers are
incentivized with points, discounts, or even gifts in recognition of their loyalty. In the context of
marketing, loyalty reward programs are an essential part of minimarket competition strategies,
closely tied to the integration of the 7P variables (Product, Price, Place, Promotion, People,
Process, Physical Evidence). From the Product variable, the products offered by a minimarket
play a crucial role in determining the attractiveness of a loyalty reward program. Consumers tend
to be more loyal if the program relates to products that they use daily. For instance, a minimarket
may offer additional points for purchasing essential goods. By ensuring that the products
included in the program align with market needs, the loyalty reward program becomes more
effective as it delivers value desired by customers. Regarding the Price variable, loyalty reward
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programs often provide benefits such as discounts or point collection that can be redeemed for
free products or discounts on certain items. This strategy is used to influence consumers'
perceptions of more affordable pricing. Price-sensitive customers are more likely to choose
minimarkets offering such deals. By understanding this consumer behaviors, minimarkets can
optimize pricing strategies to encourage customer loyalty and increase transaction volume. From
the perspective of Promotion, the success of a loyalty reward program depends on how
effectively the minimarket or business promotes its benefits to consumers. Effective promotion
can be conducted online via various social media platforms or offline through staff or direct
announcements at outlets, or a combination of both methods. Using a persuasive and engaging
approach to explain the rewards and benefits of the program can increase consumer participation.
Lastly, the Process variable encompasses the ease of registration, point collection, and reward
redemption in the loyalty reward program. If this process is designed to be efficient and easy to
understand, consumers will feel more comfortable and motivated to participate. On the other
hand, a complicated process that seems disproportionate to the benefits offered may discourage
consumers from engaging in the program.

Furthermore, technological advancements have significantly contributed to the
implementation of loyalty reward programs. Many retailers utilize mobile applications for loyalty
rewards today, integrating them with digital payment systems to allow consumers’ ease access to
information related to exclusive promotional offers and the points they have accumulated.
Minimarkets that leverage digital media to enhance the consumer experience are more likely to
succeed in maintaining customer loyalty. Additionally, current technology enables personalized
offers based on individual shopping patterns, increasing the program's relevance to consumers.
With the convenience of transactions, including real-time point monitoring and redemption, as
well as attractive offers, customers are more likely to remain loyal and continue using the
programs provided.

Despite the implementation of various strategies, the effectiveness of loyalty reward
programs in practice remains questionable. Not all consumers actively use these programs, even
though they offer numerous benefits. Data from a Nielsen survey (2021) indicates that while 68%
of Indonesian consumers expressed interest and registered for loyalty reward programs, only
about 45% actively engaged with them. This highlights a gap between consumer interest and
actual participation. A study by Kantar (2022) revealed that consumers who actively participate
in loyalty reward programs have a 30% higher shopping frequency compared to those who do not
participate. This participation gap may stem from several factors, such as perceptions of the
program's benefits, ease of use, or the relevance of the products involved in the program.

Based on these issues, this study aims to analyze the factors influencing consumers in
utilizing loyalty reward programs in minimarket retail in Indonesia, including identifying the
factors that affect consumers' decisions to participate in such programs. This study will focus on
examining the influence of the Product, Price, Promotion, and Process variables from the 7P
marketing concept on consumer preferences for loyalty reward programs offered by minimarket
retailers. To achieve these objectives, the study adopts the Binary Logistic Regression method to
analyze the relationship between the dependent variable (consumer participation in loyalty
reward programs) and the independent variables (product, price, promotion, and process). Hair et
al. (2010) in Watugilang and Heikal (2024) state that Binary Logistic Regression is an
appropriate technique for predicting the probability of an event occurring based on several
predictor variables. The findings of this study will then be used to develop comprehensive value
proposition marketing strategies for minimarket retailers to design loyalty reward programs that
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are not only relevant but also provide sustainable added value for both consumers and businesses.

METHODS

This study is quantitative research that applies the Binary Logistic Regression method to
examine the factors influencing consumers in utilizing loyalty reward programs in minimarket
retail in Indonesia. Binary Logistic Regression is a statistical technique used to predict the
likelihood of an event occurring based on predictor variables. This method is often applied in
marketing research to analyze the relationship between factors such as price, promotion, and
product quality and consumer decisions (Hair et al., 2010). This technique is particularly suitable
for dichotomous dependent variables, such as the consumer's decision to participate or not in a
loyalty reward program.

The regression model's accuracy formula is as follows:
1
Y= 1+ ((+ 1 D+( 2 2+( 3 3)

Where
Y : Dependent Variable
X1, X2, X3 :Independent Variable

Data collection was conducted through a survey using questionnaires to evaluate the
influence of independent variables on the dependent variable. The study population includes
minimarket consumers in Indonesia who have access to loyalty reward programs. The sample
was randomly selected using the convenience sampling technique. This research involved 148
respondents, with data collected through online questionnaire distribution using Google Forms.

The dependent variable in this study is the use of loyalty reward programs by consumers
(binary: 1 = using loyalty rewards when shopping, 0 = not using loyalty rewards when shopping).
The independent variables consist of (1) Product, which measures consumers' perceptions of the
products offered in the loyalty reward program.; (2) Price, which reflects consumers' perceptions
of the costs or value associated with the loyalty reward program.; (3) Promotion, which refers to
consumers' perceptions of the promotional efforts supporting the loyalty reward program.; (4)
Process, which evaluates consumers' perceptions of the mechanisms or integration processes
within the loyalty reward program.

The collected data was analyzed using the binary logistic regression method to evaluate the
influence of independent variables (Product, Price, Promotion, Process) on the dependent
variable (Consumer Use of Loyalty Reward Programs). A cut-off score of 0.5 was used to
interpret the probability of consumer participation in loyalty reward programs. If the probability
exceeds 0.5, the consumer is considered to have loyalty to the use of the program. Data collection
was conducted in December 2024. Data analysis was carried out using a statistical software
(SPSS) to perform binary logistic regression and present the results in tables along with their
interpretations. Through this research method, it is expected to provide a comprehensive
understanding of the factors influencing consumers' use of loyalty reward programs in
minimarket retail.

RESULT AND DISCUSSION

Data processing in this study utilized Microsoft Excel to convert questionnaire responses
into numerical data. The numerical data was then analyzed using the SPSS Binary Logistic
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Regression program to identify the factors influencing the Dependent Variable (Y), namely
Consumer Use of Loyalty Reward Programs.

Table 1.
Variables in the Equation

B SE. Wald df Sig. ExpiB)
Step 1®  Product Suitability .B56 908 .Ba8 1 346 2.353
Froduct Variety 207 GEE 097 1 e e 1:23
Digital Value 557 852 342 1 558 1.745
Customer Satisfaction -.207 B39 081 1 805 813
Promaotion Discount 342 a7z 124 1 25 1.408
Frice Competitive 045 690 004 1 949 1.048
Price Transparency -734 A76 808 1 a4 ATT
Fsychological loyalty 1.260 AT5 4.8M 1 028 3524
Froduct Infarmation 1.670 685 5.947 1 015 5112
Promaotion Effectiveness 374 603 384 1 536 1.453
Special Offers 025 768 .0M i a74 1.026
Felevan Content o 423 1.082 1 296 2129
Intergrated Promation -1.120 A1 1.511 1 214 326

System
Ease fo use 2154 991 4728 1 030 B.616
Repurchase 1.964 538 13.325 1 =001 7130
Constant -4.878 1.334 13.361 1 =001 .ooga

a. Variable(s) entered on step 1: Product Suitability, Product Variety, Digital Value, Customer Satisfaction,
Promotion Discount, Price Competitive, Price Transparency, Psychological loyalty, Product Information,
Promaotion Effectiveness, Special Offers, Relevan Content, Intergrated Promaotion System, Ease fo use,
Repurchase.

Variables which have a significant influence on Consumer Use of Loyalty Reward
Programs (Y) are identified by a significance value of <0.05. Based on Table 1, the following
conclusions can be drawn:

1. The Price variable, represented by the psychological loyalty indicator, has a value of 0.028.
The Promotion variable, represented by the product information indicator, has a value of 0.015.
The Process variable, represented by the ease-of-use and repurchase indicators, with values of
0.030 and 0.0003 respectively, has a significant influence on Consumer Use of Loyalty
Reward Programs (Y).

2. The Product variable, represented by several indicators with values >0.05, does not have a
significant influence on Consumer Use of Loyalty Reward Programs (Y).

The four indicators representing the Price, Promotion, and Process variables mentioned
above, which were derived from the initial analysis, were further processed using SPSS Binary
Logistic Regression. Non-significant indicators were excluded from the covariate’s column,
leaving only the three significant indicators. The results from this second data analysis are as
follows:
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Table 2.
Variables in the Equation
B B.E: Wald df Sig. Exp(B)
Step1®  Psychological loyalty 1.207 A40 G.076 1 014 3.344
Product Information 1.515 524 E!..’IQB 1 .0o4 4 550
Easefouse 1.596 740 4647 1 031 4934
Fepurchase 1.982 AB6 16.608 1 =001 T2hT
Constant -3.445 742 21.540 1 =001 032
a. Variable(s) entered on step 1: Psychological loyalty, Product Information, Ease fo use,

Repurchase.

The indicators related to the clarity of information, online system integration, and shopping
frequency with loyalty rewards programs have a significance value of <0.05. This indicates that
these indicators can be used to predict the factors influencing Consumer Use of Loyalty Reward
Programs.

The regression model's accuracy formula is as follows:

1
Y= 1+ (—(+ 1 D+( 2 2)+( 3 3))

Where :
Y : Dependent Variable: Consumer Use of Loyalty Reward Programs.
X1 : Independent variable representing psychological loyalty.
X2 : Independent variable representing product information.
X3 : Independent variable representing ease of use.
X4 : Independent variable representing repurchase behavior.
Table 3.
Classification Table®
Predicted
Consumer use of loyalty
rewards pragram PEI'C&ntEQE:
Observed g 1 Correct
Step 1 Consumer use of loyalty i 46 14 TEB.T
rewards program : = — —
Cverall Percentage a1.8

a. The cutvalue is 500

Based on the table above, it can be concluded that the potential of loyalty reward programs
to influence consumer loyalty to minimarkets was predicted and observed for 89 consumers,
while loyalty reward programs that did not influence consumer loyalty to minimarkets were
predicted and observed for 59 consumers. The accuracy of the resulting regression model is
81.8%.

The research findings indicate that three main factors significantly influence consumer use
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of Loyalty Reward Programs: Price, Promotion, and Process. The Price factor, represented by

psychological loyalty, reveals that consumers are more attracted to programs offering emotional

or psychological benefits. Next, the Promotion factor highlights the importance of clear and

engaging product information in encouraging consumer participation. Additionally, the Process

factor, related to ease of use and repurchase processes, emphasizes that a simple and practical
user experience is a crucial aspect in enhancing consumer engagement.

There are several strategies that can be implemented by minimarket retailers. First,
strengthen psychological loyalty by developing Loyalty Rewards programs that offer emotional
value, such as exclusive offers for loyal customers or unique experiences that stand out from
other places. Second, enhance promotions by maximizing promotional strategies that utilize
various digital channels, such as social media, mobile apps, and instant messaging. The
information conveyed should be engaging, relevant, and easy to understand to boost consumer
interest. Finally, the strategy of simplifying processes can be achieved by integrating Loyalty
Rewards programs with digital apps or payment systems to make it easier for consumers to
monitor and redeem points. A user-friendly app interface can also provide a more comfortable
experience for consumers. Additionally, regular evaluations of the program are necessary to
ensure that the strategies remain aligned with consumer preferences and needs.

CONCLUSION

The binary logistic regression method can be utilized to predict the potential factors that
influence consumers' use of loyalty reward programs at minimarket retailers based on predictor
variables. The findings revealed that the potential of loyalty reward programs can influence
consumer loyalty to minimarkets, with 89 consumers predicted and observed to be influenced,
while 59 consumers were predicted and observed not to be influenced. The accuracy of the
resulting regression model is 81.1%.

This study emphasizes that psychological loyalty, informative promotions, and ease of
process are key elements in increasing consumer engagement with Loyalty Rewards programs.
Therefore, minimarket retailers need to prioritize strategies that strengthen the emotional value of
the program, optimize promotions, and simplify the program usage process. With this approach,
Loyalty Rewards programs can become an effective tool for enhancing consumer loyalty while
providing a competitive edge in the market. Continuous evaluation is also necessary to ensure
that the program remains relevant in the face of changing consumer preferences and retail market
dynamics.
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