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ABSTRACT

Proton or Perusahaan Otomobil Nasional Sendirian Berhad is the first national car
company that established in year 1983 by Malaysian Prime Minister Tun Dr. Mahathir
Mohamad. Since then, Proton has become a major player in domestic market and able
to export its products all around the world especially in the right-hand drive markets
such as United Kingdom, Australia, South Africa, and ASEAN countries. However,
market situation for Proton was not so rosy since 2000 until 2018. In addition, at that
period also saw damages done to Proton’s image, it is disheartening that the existing
customers to continue supporting Proton’s products and services, whilst discouraging
the potential customers to even consider Proton products and services. Looking at this
phenomena, it gives an opportunity to study the relationship between Proton brand
image towards customer satisfaction, customer commitment, and customer loyalty. This
study explains how the Customer-Based Brand Equity (CBBE) theory framework was
used in examining the dimensions of Proton brand image based on the functional and
the emotional attributes of image. Seven hypotheses were proposed to describe the
relationship among these constructs. The data were collected via voluntarily
questionnaires in Klang Valley and the hypothetical relationship were examined by
using Partial Least Squares- Structural Equation Modelling (PLS-SEM). A total of 340
respondents had participated in this study. From the data collected, it indicates that the
majority of Proton car owners were young Malay families based, who earned less than
RM5000 with more than 10 years of driving experience. The results from this study
have given empirical support to the general structure incorporated in the research model.
First, the study confirmed that brand awareness, brand association, brand superiority,
brand affection, brand resonance, and Corporate Social Responsibility (CSR) are the
dimensions of Proton’s brand image. Next, the results showed that brand image,
customer commitment, and customer satisfaction are positively and significantly related
to customer loyalty. The results also showed that brand image has stronger effect on
customer satisfaction, followed by customer commitment and lastly on customer
loyalty. In addition, customer commitment and customer satisfaction mediate the
relationship between brand image and customer loyalty. By looking at the result, it is
important for practitioners to understand the importance of brand image and to keep it
positive. Furthermore, the practitioners also need to take care of its customers’
happiness and make customer loyal to them for the short term and the long term as to
stay competitive in the market and expand worldwide.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION
In Malaysia, there are four national brands for the automotive sector namely Proton,
Perodua, Naza, and Inokom. All of them have an overseas partner to develop and
manufacture the brands. Proton in early stage was partnered with Mitsubishi Motor Co.
Japan, while Perodua with Daihatsu Motor Co. Japan, Naza with Kia Motor Co. Korea,
and lastly, Inokom with Hyundai Motor Co. Korea. The partnership is needed with the
intent to acquire the technologies and knowledge, build capability in automotive
manufacturing and develop the economy from the whole industry’s value chain with
the aim for Malaysia to be an automotive exporter country. Since the introduction of
these automotive companies in Malaysia, many developments and progresses were
made which resulted in the industry RM3.3 billion in total investment in 2011 and
RM5.0 billion in 2012. In addition, the industry has created over 500 automotive
component manufacturers and more than 300,000 job opportunities. However, foreign
car makers still account for more than 50% of the market share (Malaysia Automotive
Institute, 2014).

This study focuses on the brand image of Proton from the perspective of Proton
car owners. Since Proton is facing the impending challenge of market liberalization in
future, assessing the brand image of Proton allows the company to develop more

sustainable competitive advantage.



1.2 RESEARCH BACKGROUND

Proton or Perusahaan Otomobil Nasional Sendirian Berhad is the first national car
company that was established in year 1983 by the forth Malaysian Prime Minister Tun
Dr. Mahathir Mohamad. The first national car was produced two years later known as
Proton Saga. Since then, Proton has become a major player in domestic market and able
to export its products all around the world especially in the right-hand drive markets
such as United Kingdom, Australia, South Africa, and ASEAN countries.

Between 1985 to the early 2000s, Proton was a manufacturer of rebadge vehicles
from Mitsubishi Motors. In August 2000, Proton Waja was launched as the company's
first indigenously designed model. Proton Waja was also known as a stepping stone for
Proton to move into a new direction in its business and to end Proton's reliance on other
automobile manufacturers for making vehicle platforms and parts.

Unfortunately, the expectation and the end result did not come together. When
the Malaysian market was opened to foreign car makers, Proton was not the first choice
anymore. Malaysia is one of the countries in the world that offers multiple car brands
from Germany, France, United States, Japan, China, South Korea, India, and United
Kingdom. Together with the internal and the external factors, Proton failed to capture
Malaysian customers’ heart when more and more people tend to opt for foreign brands.
Table 1.1 shows Proton’s market share against non-National cars from year 2008 till
2018. Here it showed that Proton’s market share were dropping from 26% to 11%, or
15% loses, while non National cars market share were rising from 44% to 51, or 7%

gains.



Table 1.1 Proton market share from year 2008 till 2018

Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Proton 26% 28% 26% 26% 23% 21% 17% 15% 13% 13% 11%
Market Share 0 0 0 0 0 0 0 0 0 0 0
,':‘A‘;rr‘ke'\'tag;]‘;’::' 44% 41% 43% 43% 47% 48% 53% 53% 51% 52% 51%

Source: Malaysian Automotive Association, www.maa.org.my

1.3 PROBLEM STATEMENT

The objective of open economy policies was to create fair trading around the world, and
Malaysia is one of the countries in the world that allows multiple car brands coming in.
Spoilt for choices by car brand offered by foreign car makers, Malaysian nowadays has
many options to choose their own preferred car brand. Those with higher incomes
would opt for luxury European car and others would opt for affordable car, based on
their income range. The domestic industry offers a vehicle segment which is illustrated
in Figure 1.1. The segment is defined by the size of the car from A-segment, B-segment,
C-segment, D-segment, MPV-segment, SUV-segment, Van-segment, CV-segment, and
Other-segment. TIV means Total Industry Volume that indicates the total volume of
vehicle sales in Malaysia. The TIV trend showed that the increment trend from 2011 to

2015 but dropped in 2016 and 2017.



800,000 680,000

. CV OTHERS

700,000 660,000

I PICK-UP

600,000 640,000

. VAN

500,000

400,000 .
300,000
200,000
100,000 l
0 - 520,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 s TV

620,000 i SUV

600,000 . MPV

I OTHERS

580,000
D

560,000 o

540,000 mmm B

A

Figure 1.1 Total Industry Volume (TIV) with vehicle detail segmentation by
Malaysian Automotive Association from 2010 till 2018
Source: Malaysian Automotive Association, www.maa.org.my

The decline in sales of Proton car as per illustrated in Table 1.1 could indicates
the loss of confidence by car-buyers over Proton’s products. In domestic automotive
sector, happy customer is ranked by using Customer Satisfaction Index (CSI), which is
developed by third party research house called JD Power Asia Pacific. Table 1.2 shows

Proton’s CSI ranking against industry average from year 2008 till year 2018.

Table 1.2 Proton CSI point and rank from year 2008 to 2018, which was developed by
JD Power

Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

P b
oS 720 683 691 699 725 743 735 745 745 755 739
Industry
Average 739 705 710 718 740 758 754 751 751 761 754
Proton’s
Rank | 808 9/9 1010 1212 1212 14/15 12/13 1112 11/12 9/10 8/8

Source: J.D. Power, www.jdpower.com



The data shows that Proton has not moved its position from the bottom rank
since 2008. The trend indicates that consumers have not satisfied with the brand as
compared to other non-national brands. Proton failed to fulfil the customer expectation,
and yet created more unsatisfied customers towards its own products or services (Chen,
Basit, & Hassan, 2017; Wad & Govindaraju, 2011).

Proton started to lose its seat as a number one in domestic market when the
second national car maker, Perusahaan Otomobil Nasional Kedua or Perodua,
introduced MyVi in 2006. Since then, Proton domestic market share started to
deteriorate slowly every year. One must wonder what happened to Proton? Are they not
doing anything? If we may recall the time, Proton once successful products were Proton
Wira and Proton Waja. Both the products closed sales above targets and were
recognized to serve the market needs at that point of time. Yet, complaints on the
products’ quality and after sales service grew every year. The viewpoint got worse when
Proton launched Proton Perdana in 1995, was positioned as a premium product, but it
turned to be a disappointment to many owners and business associates such as the
government officers who supports Proton’s productsi 2.

The disappointments on Proton cars' quality and reliability were highlighted at
the Parliament and publicly denounced its trustworthiness in national newspapers.
Subsequently, a new management team took over Proton in 2006 with a major task to
rebrand Proton. But this also failed to demonstrate an impactful turnaround effect. The

market share shrank and remained helpless to even sustain the targeted sales number.

1 http://www.thestar.com.my/news/nation/2013/06/20/its-honda-accord-now-for-ministers-cabinet-to-phase-out-
use-of-proton-perdana-after-carmaker-announc/

2 http://www.thestar.com.my/news/nation/2010/10/3 1/mca-youth-man-dont-buy-proton-if-its-not-hardy/



Market situation for Proton remained gloomy until the present time even with the
takeover of management by DRB-HICOM in 2012.

Nowadays, potential car buyers are still questioning the quality and the reliability
of Proton's products. Past studies on Proton showed that poor product quality leads to a
bad brand image (Ashari, Sim, & Teh, 2010). With the current damage to Proton’s
image, it is disheartening that the existing customers to continue supporting Proton’s
products and services, whilst discouraging the potential customers to even consider
Proton products and services. Identifying the root cause of this catastrophe is crucial to
sustain the market share as well as the mindshare of existing and potential customers of
Proton. Failure of obtaining a brand’s mindshare of a targeted market would result in
the obsolescence of the brand. Similar case happened to the old popular names like
Kodak, Polaroid, Compag, and Gateway, these brands were popular back then and now
the new generation customers do not even know or heard about these brands.

Recent studies done by Andreani, Taniaji, & Puspitasari (2012), Ranjbarian,
Sanayei, Kaboli, & Hadadian (2012), Anisimova (2013), Serevi & Ling (2013), Tu, Li,
& Chih, (2013a), Tu, Lin & Hsu, (2013b), and Subramaniam, Al Mamun, Permarupan,
& Zainol (2014), showed that brand image does give a positive relationship towards
customer satisfaction and customer loyalty. Tu, et al. (2013a) indicated that marketing
exits are possible and if the product or service does not meet customer's expectation,
then all the marketing strategies are failure. Past researchers also found that by
improving brand image would help Proton to increase its market share (Jing, Pitsaphol,
& Shabbir, 2014). Therefore there is the need to improve Proton’s brand marketing

strategy to ensure the sustainable profit.



Looking at this phenomena, it gives an opportunity to study the relationship
between Proton brand image towards customer satisfaction, customer commitment, and
customer loyalty as studied by Tu, Wang, & Chang (2012), and Tu etal. (2013a; 2013b),
and to explore the dimensions of Proton’s brand image and it’s relation to customer’s
behaviour based on study done by Latif, Islam, Md. Noor, Mohamad, & Kongsompong
(2016). There has not been many researches to study image of Proton brand. This study
will be the few researches on Proton’s brand image or on local automotive industry with

the relationship of customer loyalty.

14 RESEARCH QUESTIONS
There are three research questions that the researcher needs to address in order to
achieve the objectives of research. The research questions are as follows:
1. What are the dimensions of Proton’s brand image?
2. What are the relationships between brand image, customer satisfaction, and
customer commitment on customer loyalty among Proton car owners?
3. Do customer satisfaction and customer commitment mediate the
relationship between brand image and customer loyalty among Proton car

owners?



15 OBJECTIVES OF THE STUDY
1.5.1 General Objective
The general objective of this study is to understand the influence of Proton’s brand

image and its relationship towards customer loyalty.

1.5.2 Specific Objective
Based on the problem statement described earlier, the specific objectives are:

1. To investigate the dimensions of Proton’s brand image.

2. To investigate the relationships between brand image, customer
satisfaction, and customer commitment on customer loyalty among Proton
car owners.

3. Toinvestigate if customer satisfaction, and customer commitment mediate
the relationship between brand image and customer loyalty among Proton

car owners.

1.6 SIGNIFICANCE OF RESEARCH

Tran, Nguyen, Melewar, & Bodoh (2015) argued that although various studies have
been conducted related to brand image, confusion still exists on the concept of an image
especially because of its inconsistency nature, depending on the context and
environment. The significance of this study can be seen in two perspectives; practical
and theoretical contributions. In term of practical contribution, this study can help
managers to understand benefits of positive brand image and its contribution towards
company performance especially for Proton brand. Meanwhile for theoretical or
knowledge contributions, this study helps to prove the past Western theory is valid and

supported in Eastern countries and in wide range of industries.



1.6.1 Practical Significance

In Malaysia, car is the second expensive consumer goods next to property. Car owners
are expecting a problem-free product with premium services from the car
manufacturers. Knowing this, managers should keep in mind that building and
maintaining a good brand image is important to sustain businesses for a long run.
Understanding the factors behind a positive brand image would help managers to focus
where to improve and which to prioritise. Not only that, by mastering brand image
issues would help managers to anticipate and to avoid brand image deterioration. The
end point of building a good brand image is to bring back values to Proton in term of

customer loyalty, market share, and company’s performance.

1.6.2 Theoretical Significance

The research is expected to provide theoretical contribution to the current understanding
of brand image, which is an important concept of Aaker’s consumer-based brand equity
framework (1991) and Keller’s consumer-based brand equity framework (2003). This
study has studied an integrated framework of brand image based on customer-based
brand equity and identifying the relationships and the impacts of brand image. In
addition, this study should also confirm that the theory is applicable across different

market industry and geographic factors.



