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used by Partial Least Square (PLS). Results reveal that brand image
and brand love has simultaneously significant effect on customer
engagement. Brand love has significant effect on customer loyalty
while brand image has no significant effect on customer loyalty.
Customer engagement was also found to act as a mediator in this
study. The results also reveal that customer engagement influences
customer loyalty. The results of this study can prove helpful to
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the research can also be a reference for future research.
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INTRODUCTION

Indonesia as a developing country with the largest population is a potential market that
has high growth. Seeing this considerable increase, Indonesia can become one of the
potential markets for the cosmetics industry. The growth of the cosmetics industry in
Indonesia is influenced by many factors, including the increasing demand for middle-
level consumers of high-quality cosmetic products, the trend in the use of cosmetics,
which demands that many cosmetic producers meet market demand and the number of
local and imported cosmetic brands in the Indonesian market. Seven hundred and sixty
cosmetic companies are driving the growth of the cosmetics industry in Indonesia
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(Kemenperin, 2012) and one of the cosmetic industries that enliven the local market is
Wardah cosmetics. Wardah cosmetics produces various skin care, hair care, and make-up
products. At present Wardah has become one of the well-known cosmetic brands and
best cosmetics companies in Indonesia with the achievement of various awards from
year to year for several categories of cosmetics, such as TOP Brand Award at the
Indonesia Customer Satisfication Award (ICSA) for the lipstick and powder category for
the period 2013-2014.

Loyalty has been recognized widely as one of the important aspects in marketing
research. Many previous studies have outlined the notion of loyalty (Engel et al., 1995;
Lovelock and Wright, 2007; Kotler and Keller, 2012). According to Kotler and Keller
(2012) there are several reasons why companies must maintain and maintain their
customers, among others: costs incurred by the company in maintaining and retaining
existing customers much smaller than looking for new customers, old consumers
certainly have many positive experiences related to the company so they will try to
defend the company, and refer the company to friends and the environment. Then, the
importance of loyalty as a mechanism to survive in the market and become a
competitive advantage for companies, makes many marketers trying to find ways to
create it. Therefore, several studies still investigated the determinants of customer
loyalty.

Some studies found that brand image is one of determinants of customer loyalty (Cho et
al., 2015; Aaker, 1996; Kotler and Keller, 2012). According to Loureiro, Ruediger
Kaufmann (2012) Islam and Rahman (2016) brand image will have a go od impact in
creating loyalty because good image in a brand will directly give a positive perception to
consumers of the product. Consumers will be easily affected by products that have a
strong brand image on the product, because consumers do not need to look deeper into
the product's in-depth information. A consumer will seek information on a product
before making a purchase. Consumers who do not know the information about a
product, then the consumer will prefer a well-known brand image or one he likes
(Schiffman and Kanuk, 2008) .This is the reason that encourages companies to
strengthen their brand position in order to create a brand image, consumers are able to
recognize a product, evaluate quality, reduce the risk of purchase, and gain experience
and satisfaction from the differentiation of certain products (Lin & Lin, 2007) in other
words a strong brand image in a product is expected to make consumers loyal to the
brand.

Besides brand image, the variable that can affect customer loyalty is brand love. Brand
love is a relatively new marketing concept that has not been widely studied by
academics. Marketing research has examined various theories about consumer affective
attitudes in valuing a brand. The assessment is the level of likes and dislikes of
consumers assessing a brand. Brand love shows as a form of customer satisfaction with
emotional response and passion based on their experience with a product brand. The
love of the brand will be a strong foundation formed between consumers and brands
that will allow consumers to voice their opinions and provide positive feedback to other
consumers. After experiencing a high level of satisfaction that can affect consumers'
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love of the brand, consumers will be more loyal to the brand (Carrol and Ahuvia, 2006;
Batra et al., 2012). Previous researches have proven that brand love has a positive
relationship to brand loyalty. The consumer's love of the brand will cause consumers to
repurchase a product that causes loyalty to the brand (Loureiro, Ruediger, Kaufmann,
2012).

Other variable acknowledging has an importance role in affecting customer loyalty is
customer engagement. Previous marketing literature (Brodie et al. 2011; Hollebeek, 2011;
So et al., 2014) stated that the consequence of customer engagement is loyalty. This
happens because there is an assumption when customers are involved with the brand,
they will carry out continuous interaction and build a strong emotional bond with the
brand so that consumers will engage in loyalty behaviors such as repeat purchases,
spread positive impressions, reluctance to change brands, etc. The relationship between
customer and company engagement is important to achieve the company's competitive
advantage as a way to establish loyalty without reason (Reitz, 2012). Customer
engagement in this study will further be examined as a mediating variable on loyalty.
Based on the description above, this study aim to determine the direct effect of brand
image on customer loyalty; brand love on customer loyalty; brand image on customer
engagement; brand love on customer engagement and determine the mediating effect
of customer engagement on customer loyalty.

THEORETICAL REVIEW
Customer Loyalty

Current competition requires companies to develop strategies to attract good and right
consumers. Consumer-based marketing is needed so that consumers become loyal.
Hasan (2008) said that in the long run consumer loyalty is the goal of corporate strategic
planning which is a company's competitive advantage. According to Kotler and Keller
(2012) loyalty is defined as a strong held commitment to buy or subscribe to certain
products or services in the future. Customer loyalty will be the key to success, not only in
the short term but also in sustainable competitive advantage, despite the influence of
the situation and marketing efforts that have the potential to cause behavior change.
Griffin (2005) states that loyal customers have the following indicators: Make regular
purchases or repeat purchases, recommend products or services to others, give positive
comments about this brand.

Customer Engagement

Customer engagement is a concept that has not fully developed in marketing. The
Marketing Science Institute (MSI, 2010) defines customer engagement as a
manifestation of customer behavior towards brands (companies) outside of purchasing
activities resulting from individual customer motivations such as word of mouth,
recommendations, interaction between consumers, blogging, writing reviews and other
similar activities. Customer engagement is creating a deep relationship with consumers
that creates sustainable purchases, interactions and participation. The Economist
Intelligence Unit states that customer engagement is a long-term, intimate relationship
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with customers. So et al. (2014b) defines customer engagement as a marketing activity
oriented to customer behavior and psychology. This is reflected in the interaction of a
customer with other customers or companies in a forum to obtain product information
or anticipate the risks received if he consumes the product (Brodie et al., 2011).

Some marketing researchers have developed the concept of multidimensional customer
engagement (Verhoef et al., 2010; Brodie et al., 2011; Hollebeek, 2011). Customer
engagement is the customer's personal relationship to the brand as a manifestation of
cognitive, affective and behavioral responses outside of purchasing activities (So et al.,
2014b). There are five dimensions to measuring customer engagement, namely:
enthusiasm, attention, absorption, interaction and identification (So et al., 2014b).

Brand image

Brand Image is a set of beliefs, ideas, and impressions that a person has towards a brand
(Kotler and Armstrong, 2012). Brand image is a determinant of consumer attitudes in
looking at a brand. In other words, the view of consumers towards a brand is
determined by the brand image of the product. Another definition of brand image
according to Kotler and Keller (2012) is the process by which someone chooses,
organizes, and interpret information input to create a meaningful picture. According to
Surjaatmadja (2008) states that brand image can sometimes change. When a brand
image change is needed, a new role model must be found. As part of brand
identification, the role model, should be able to represent the core identity elements of
a brand. According to Salinas and Perrez (2009) brand image is measured by three
indicators, namely: Functional image, Affective image and Reputation.

Brand love

Brand love is a level of emotional attachment that passionately satisfies consumers to
have a brand (Carrol and Ahuvia, 2006). According to Batra et al. (2012) brand love is a
combination of cognition, emotion, and attitude. Brand love stimulates consumer
repurchase intention, positive word of mouth, resistance to negative information, and
customer loyalty. According to Lewarissa (2012) a strong emotional bond from satisfied
consumers will result in brand love. The creation of brand love will have an impact on the
creation of customer loyalty for consumers to repurchase the product. According to
Carroll and Ahuvia (2006) brand love measured by four namely, passion for the brand,
positive evaluation of the brand, positive emotions in response to the brand, a
statement of love for the brand.

Hypothesis
The relationship between brand image on customer engagement Wardah Cosmetics

Regarding brand image, previous research shows that brand image has a positive and
significant influence on customer engagement (Bergkvist and Bech-Larsen, 2010; Carroll
and Ahuvia, 2006; Doorn et dl., 2010; Islam and Rahman, 2016).

Ht: There is an influence between brand image on customer engagement Wardah
Cosmetics
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The relationship between brand love on customer engagement Wardah Cosmetics

Regarding brand love, previous research states that brand love is important in customer
relationships with brands (Ismail and Spinelli, 2012).

H2:There is an influence between brand love on customer engagement Wardah
Cosmetics

The relationship between customer engagement on customer loyalty Wardah Cosmetics

Some researchers state that customer engagement can increase loyalty and purchasing
decisions (Hollebeek, 2011; Patterson et al., 2006).

H3: There is an influence between customer engagement on customer loyalty Wardah
Cosmetics

The relationship between brand image on customer loyalty Wardah Cosmetics

Previous research states that the brand image or image of a brand will have a good
impact on creating loyalty, because a good image in a brand will directly give a positive
perception to consumers of the product (Loureiro, Ruediger, Kaufmann, 2012; Islam &
Rahman 2016).

H4: There is an influence between brand image on customer loyalty Wardah Cosmetics
The relationship between brand love on customer loyalty Wardah Cosmetics

Brand love shows as a form of customer satisfaction with emotional response and
passion based on their experience with a product brand. After consumers consume and
experience a high level of satisfaction that can affect consumers' love of the brand,
consumers will be more loyal to the brand (Carrol and Ahuvia, 2006).

Hs: There is an influence between brand love on customer engagement Wardah
Cosmetics

The relationship between brand image on customer loyalty through customer
engagement Wardah Cosmetics

Previous research by (Vivek et al., 2012) states that customer engagement or customer
engagement can lead to successful marketing results, such as loyalty, word-of-mouth,
and cross-selling.

H6: There is an influence between between brand image on customer loyalty through
customer engagement Wardah Cosmetics

The relationship between brand love on customer loyalty through customer engagement
Wardah Cosmetics

Research also suggests that brand love is an important driver of engagement (Bergkvist
and Bech-Larsen, 2010). When the customer is satisfied and a sense of love arises then
he/she begins to have involvement with the brand that will trigger the customer will
become loyal to the brand.

H7: There is an influence between brand love for customer loyalty through customer
engagement products Wardah Cosmetics
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Figure 1. Research Model
METHODOLOGY

This research uses quantitative research approach. It is emphasizes on theories testing
through measurement of research variables with numbers and data analysis using
statistical procedure. Based on the research objectives, this is an explanatory research
type (Sugiyono, 2011). This research is located in Malang City, with the population chosen
being all users of Wardah products in Malang City. This study uses samples of 150
people. They are selected by nonprobabbility sampling method using purposive
sampling technique. The research data can be divided into two sources namely primary
data and secondary data. The research instrument is structured questionnaires.
Questionnaires are a way of collecting data in form of questions sent or given directly to
be filled and returned.

The validity instrument test was conducted on 150 respondents. The results then tested
to determine the validity and reliability of the questionnaire as a research instrument.
Validity and reliability tests in this study were using SPSS 25.0. Questionnaire items are
said to be valid if the correlation value of each question item is above the cut off 0.3. The
research item is said to be reliable if the Cronbach Alpha coefficient value is > 0.6. PLS
(Partial Least Square) is a variance-based structural equation analysis (SEM) that can
simultaneously perform measurement models test and structural model test. The
measurement model is used to test validity and reliability, while the structural model is
used to test causality (hypothesis testing with prediction model). The model is shown in
figure 2 below.
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Figure 2. Path Diagram
Sobel Method

The Sobel method in this study was used to test the mediation hypothesis by testing the
strength of the indirect effect of the independent variable (X) on the dependent variable
(Y) through the intervening variable (Z). The method of examining mediation variables
refers to the theory put forward by Baron and Kenny (1986).

RESEARCH RESULTS

Model measurement evaluation uses convergent validity, discriminant validity and
composite reliability criteria that are operated with the SmartPLS program. Convergent
validity aims to determine the validity of each relationship between indicators and their
latent variables. Convergent validity of the measurement model with reflective
indicators is assessed based on the correlation between item scores or component
scores with scores of latent variables or construct scores calculated by PLS. Based on the
results of the convergent validity test, all the loading factor values of each item on the
variable show values above 0.5 can be said to be valid (Ghozali, 2011). Thus each item on
each variable is declared valid. The next measurement evaluation is to see discriminant
validity with cross loading.

Discriminant validity of the measurement model was assessed based on the
measurement of cross loading with the construct. If the construct correlation with the
measurement principle (each indicator) is greater than the size of the other constructs,
then the latent construct predicts the indicator is better than the other constructs.
Based on the results of the discriminant validity test, each item on the variable
representing the variable is better than the item in the other variables. Thus all items in
this study meet the discriminant validity requirements. Analysis of the outer model by
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looking at the reliability of the construct of latent variables measured by two criteria,
namely composite reliability and Cronbach’s alpha from the indicator block that
measures the construct. Constructions are declared reliable if the composite reliability
value and Cronbach’s alpha value are above 0.60. Based on the results of the composite
reliability test, the model construct that was built in this study was declared reliable
because it has a reliability composite value and Cronbach’s alpha above 0.6.

Tabel 1. Demography of Respondents

Variables Total %
Age 21-30 120 80%
Last Education <SMA/SMK 85 57%
Occupation Students/college
students 96 64%
Income Rp 1 million - Rp 2
million 57 38%

Table 1 shows the demography of respondents. One hundred fifty respondents
participated in this study. These respondents were the residence of Malang city who use
product of Wardah.The demography information mentioned that 80% are aged between
21 — 30 years old, 57% the last education of respondents is <SMA/SMK, 64% are
students/college students and 38% have income between Rp 1 and 2 million.

Hypothesis Test

This study consists of direct and indirect hypothesis testing. All hypothesis testing is
carried out using t-statistics where t-statistics values greater than t-table values 1.96 with
a significance level of 0.05 indicate a significant effect. The following are the results of
hypothesis testing based on the PLS model formed.

Table 2. Result of Testing Direct Influence Hypothesis

Variable Coefficient Standard T Information
Error Statistics

Bl — CE 0.287 0.116 2.466 Significant

Bl —CL 0.054 0.134 0.408 Not
Significant

BL — CE 0.311 0.121 2.563 Significant

BL —CL 0.323 0.139 2.320 Significant

CE—CL 0.335 0.076 4.388 Significant

Hypothesis 1 proposes that brand image has a direct effect on customer engagement.
Table 2 shows that Brand image (BI) has a positive influence on Customer Engagement
(CE). The path coefficient obtained from the test results is 0.287 with a value of t-
statistics of 2.466. Because the value of t-statistics is greater than t-table (2.466> 1.96),
the statistical hypothesis states H1 is accepted. Hypothesis 2 proposes that brand love
has a direct effect on customer engagement. The path coefficient obtained from the
test is 0.311 with a t-statistics value of 2.563. Because the value of t-statistics is greater
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than t-table (2.563> 1.96), the statistical hypothesis states H2 is accepted, meaning that
the variable Brand love (BL) has a significant effect on the Customer engagement (CE)
variable. Hypothesis 3 proposes that customer engagement has a direct effect on
customer loyalty. The test results obtained path coefficient is equal to 0.355 with a t-
staistics value of 4.388. Because the t-staistics value is greater than t-table (4.388> 1.96),
the statistical hypothesis states that H3 is accepted, meaning that the variable Customer
engagement (CE) has a significant influence on the Customer loyalty (CL) variable.

Hypothesis 4 in this study proposes that brand image has a direct effect on customer
loyalty. The path coefficient obtained is 0.054 with t-statistics value of 0.408. Because
the t-statistics value is smaller than t-table (0.408> 1.96), the statistical hypothesis states
that Ho is accepted, meaning that the Brand image variable (BI) has a non-significant
effect on the Customer loyalty (CL) variable. Brand love has a direct effect on customer
loyalty proposed as the fifth hypothesis in this study. The result of the path coefficient
test obtained is 0.323 with t-statistics value of 2.320. The value of t-statistics is greater
than t-table (2.320> 1.96), the statistical hypothesis states that H5 is accepted, meaning
that the variable Brand love (BL) has a significant effect on the variable Customer loyalty
(CL).

Table 3. Result of Testing Indirect Influence Hypothesis

Variable Coefficient p-value t Statistics Information
Bl - CE—CL 0.287 0.030 2.157 Significant
BL—CE—CL 0.31 0.026 2.220 Significant

Hypothesis 6 examines whether there is an indirect influence of brand image on
customer loyalty through customer engagement. Based on the results of the sobel test,
which calculates the Statistics t value of the coefficient divided by the standard error and
obtained t Statistics 2.157, this value is greater than the value of t Table 1.960 so that it
can be said that there is an effect of brand image on customer loyalty through customer
engagement.

The role of this mediation is full mediation because the results of testing the direct effect
on H4 show an insignificant relationship of Brand Image to Customer Loyalty.
Hypothesis 7 is tested to examined indirect influence of brand love on customer loyalty
through customer engagement. Based on the results of the single test, it was obtained
Statistics 2.220 t value, this value is greater than the value of t Table 1.960 so that it can
be said that there is an influence of brand love on customer loyalty through customer
engagement. The role of this mediation is partial mediation because the results of
testing the direct effect on H5 indicate that the Brand love partially has a significant
influence on Customer Loyalty.

This study provides an overview of Customer loyalty which is formed by Brand image,
brand love and customer engagement. This study found that brand image significantly
influenced customer engagement, consistent with prior studies by Doorn et al. (2010),
Islam and Rahman (2016). Brand love significantly influences customer engagement,
consistent with Islam and Rahman (2016). Brand image did not significantly influence
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customer loyalty, which was inconsistent with previous findings Carroll dan Ahuvia
(2006), Loureiro, Ruediger, Kaufmann (2012).

This finding reveals the mediating role of customer engagement. The role of mediation
the customer engagement of the relationship between brand image and customer
loyalty is very important because it is full mediation. Brand love significantly influences
customer loyalty, consistent with previous studies by Loureiro, Ruediger, Kaufmann
(2012), Islam and Rahman (2016). In addition, the customer engagement mediates the
relationship between Brand love and Customer Loyalty. The role of mediation customer
engagement on the relationship between brand love and Customer loyalty is a partial
mediation. Finally, the customer engagement significantly influences Customer loyalty,
consistent with So et al.,, (2014), Brodie et al., (2011), Hollebeek et al., (2011). As a
practical implication, the factor that must be considered by the company to improve
Customer loyalty is making product packaging more attractive and exclusive and
improving product quality so can make Wardah brand image better in customer’s views.
Wardah needs to create many more interesting and varied activities so that consumers
will get closer to the company and will be more loyal.

CONCLUSION

Creating customer loyalty is important for all companies including cosmetics companies.
Previous research has examined variables that affect customer loyalty, but few have
tested brand love and customer engagement as variables that affect customer loyalty.
Based on the results of the test in this study, brand image proved to be able to influence
customer engagement, brand love proved to be able to influence customer engagement
significantly, brand love was proven to be able to influence customer loyalty but the
brand image was not proven to directly affect customer loyalty. Brand image is proven
to be able to influence loyalty by means of customer engagement mediating variables. In
addition, the results show that the customer engagement variable significantly affects
customer loyalty directly. This study also shows that customer engagement is a
mediating variable. The findings of this study are expected to provide practical and
theoretical benefits.
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