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Abstract. This study aims to look into the impact of CSR and partnership strategy on PT
Telkom promote partner loyalty. The quantitative research approach employed is causality
research, which will be based on the study objectives. Small and Medium Enterprises
(UKM) that have received PT's Corporate Social Responsibility (CSR) program are the
unit of analysis. Indonesian telecommunications company Telkom. Meanwhile, the owners
and managers of the UKM company are the units of observation. In Indonesia, the
population is made up entirely of SMEs whom PT Telkom helps. Therefore, SMEs that PT
has directed are the prerequisites to be used as example units. Telkom has a two-year
minimum contract. A total of 200 SMEs were randomly selected and distributed over seven
regions, with proportional allocation based on the population of each region (Simple
Random Sampling). Using Structural Equation Modeling, this analysis will address the
research objectives (SEM). The findings of this study show that CSR and partnership
strategy impact PT Telkom cultivating partners' loyalty. The partnership strategy more
dominantly forms partner loyalty than CSR. Based on this result, it is recommended to
manage PT Telkom, who manages the partnership program to develop a partnership
strategy: trust, independence, agreement, commitment, and coordination. Besides, it is also
necessary to develop CSR in development, utilization, distribution, and impact.
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1 Introduction

Small business is one of the businesses that are starting to be a great interest to people in
Indonesia. Small business products vary widely, ranging from handicrafts, food, beverages,
fashions, beauty tools, and many others. Every year the number of these business actors is
increasing and scattered in various parts of the country. Small businesses also contribute to
economic growth in Indonesia, with a value of up to 60%. In addition, this small business sector
has a major contribution to the circulation of money in society because the amount is quite large,
namely IDR 55.2 million.

PT Telkom Indonesia is concerned about and committed to improving the community's
quality of life, both economically and socially, by using monies from the company's profit share
to enhance the economic and social conditions of the community surrounding the company's
active region.
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The Partnership Fund of PT Telkom to Foster Partners from 2001 to 2016 reached
IDR3,073,728,342,000.00. These funds are issued through CSR programs and partnership
funds. The targets are businesses as Foster Partners, totaling 127,796 SMEs throughout
Indonesia. The biggest partnership fund is channeled in the trade sector followed by the service
and industry sector. This shows that most of PT Telkom's partnership funds are channeled to
businesses in these sectors.

It is vital to have partner loyalty to use PT Telkom Indonesia's products to reach PT
Telkom's promoted program. PT Telkom is Indonesia's largest telecommunications firm.
Telkom has had a huge subscriber base in the past, which was initially dominated by PSTN
services. Telkom's business must change in tandem with technological advancements in order
to maintain its position. One service is targeted exclusively to the small company sector, which
has a sizable population. Telecommunication infrastructure that is sufficiently established and
suitable allows PT Telkom to offer its products and services to this potentially lucrative market.
Because of technological advancements, small firms must keep up with business development
trends such as e-commerce, which makes transactions more convenient regardless of time or
location.

However, data from PT Telkom (2017) shows that the growth of the number of SMEs of
PT Telkom fostered partners in the 2012-2016 period has fluctuated. In 2012, there were 9,346
SME:s assisted, decreased to 3,975 in 2013. Then increased again to 12,163 SMEs in 2014. Then
decreased to 11,981 in 2015, and 10,956 in 2016.

In addition, in the 2012-2016 period there was also a fluctuation in the total amount of PT
Telkom funds channeled to 8 sectors, namely industry, trade, agriculture, livestock, plantations,
fisheries, services. The total fund channeled by PT Telkom during this period for the 8 sectors
amounted to IDR 1,560,365,000,000.00. However, the numbers have fluctuated. In 2012,
disbursed amounting to IDR 343,872 million, decreased to IDR 118,190 million in 2013.
Increased to IDR 396,423 million in 2014, IDR 340,958 million in 2015, and to IDR 360,922
million in 2016.

The conditions above indicate the problem of partner loyalty that is not yet high.
Meanwhile, loyalty is an aspect that will add to the company's trademark value as a
securitization asset [1]. This condition is assumed to be linked to PT Telkom's execution of a
partnership strategy. The notion of partnership refers to an endeavor to collaborate with
stakeholders, encompassing both vertical and horizontal partnerships, such as those with
suppliers and customers and [2]. Meanwhile, the results of Telkom's survey relating to the PT
Telkom partnership program (2017) show that the level of effectiveness of the Partnership
Program is 69.30. Thus, the Partnership Program implemented by Telkom has not been effective
enough to improve the performance of Foster Partners because it has an index below 75. The
National Partnership Program Effectiveness Index in 2017 has decreased compared to 2016,
which was 76.01.

There are other aspects that are thought to be related to the above phenomena, namely the
implementation of CSR. CSR is a framework that involves an ongoing evaluation of corporate
influence and relationships with stakeholders and the environment, as well as identifying and
responding to developing strategic opportunities and challenges while advancing company goals
[31].

In implementing the CSR program, PT Telkom refers to 3 pillars, namely the Economic
Sector, the Social Sector, and the Environmental Sector. The target of economic activities is to
prioritize adding value to stakeholders (customers, suppliers, shareholders, government,
employees and their families, communities, partners), as well as supporting the improvement of
the economy of creative and productive small business communities. Meanwhile, according to



PT TELKOM's PKBL Opinion Survey Report and CSR Index, 2017, it was found that the
national TELKOM Partnership Program CSR Index in 2017 decreased compared to 2016.

Based on the research background, this study aims to examine the effect of CSR and
partnership strategy on the loyalty of small business partners under the guidance of PT Telkom
throughout Indonesia.

2 Method

2.1 Corporate social responsibility (CSR)

CSR is an alignment of company activities with social values that integrate the interests of
those who are influenced by company activities according to company policies and actions [4].
CSR aims to make the company's activities and culture sustainable in three aspects, namely:
Economic aspects, social aspects, and Environmental and Ecological aspects [5].

CSR is a framework that involves an ongoing evaluation of the company's influence and
relationships with stakeholders and the environment, as well as identifying and responding to
develops strategic opportunities and challenges while advancing company goals [3]. CSR is a
situation where companies integrate social, economic and environmental concerns in their
business operations and in their interactions with their stakeholders on a voluntary basis [6].

The authors have the same thoughts in defining CSR, such as Herrera [3] and Cegarra-
Navarro et al. [6] have similarities in the dimensions of relationships with stakeholders and the
environment. [7], [8], [6], and [4] have similarities on social concerns. So that CSR is a situation
where companies integrate social concerns ([6], [7], [8]); relationships with stakeholders ([3],
[6]), and the relationship with the economy and the environment ([3], [6]).

Based on the study of the various dimensions of CSR above, where CSR is related to
various patterns of relationships with stakeholders, social, ecological, environmental, and
sustainable development, hence the dimensions of CSR in this study consist of distribution,
utilization, return and impact of assistance.

2.2 Partnership strategy

Customer satisfaction, trust, and positive word of mouth are all positively influenced by
social issues. Furthermore, the length of a customer-company connection buffers the impact of
societal issues on customer satisfaction and trust [9]. As a result of this research, it is clear that
customer and social interactions have an impact on consumer trust and happiness, [10]
explained, on the other side, that collaborating parties employ trust as a foundation and a
paradigm of interdependent assistance, referred to as "Partnerships."

The measurement and assessment of the actual achievement of partner management based
on the partnership's programs and objectives is referred to as partnership performance, [11]
define the components of the relationship in terms of measurement, which include: Interaction
with partners; when firms collaborate to obtain access to resources and lessen environmental
risk. Partner commitment is defined as the willingness of both parties to work together to
manage the relationship, construct a stable connection, and maintain partnerships at a low cost
and build trust in the relationship's stability. Partner coordination or efforts to harmonize channel
members' operations within the organization; and Partner trust, or one party's willingness to rely
on the other.



Based on a study of the various dimensions of the partnership, which includes many aspects
such as the parties involved in the partnership and their attitudes or characteristics, the
dimensions of partnership strategy in this study are: dealing, commitment, coordination, trust,
and independence.

2.3 Partner loyalty

According to Griffin [12] customer loyalty is defined as non-random purchases expressed
from time to time by several decision-making units, and loyal customers will exhibit purchasing
behavior, which is defined as non-random purchases expressed from time to time by several
decision-making units. Repeat purchases, purchases across product lines, referrals, and
immunity are all characteristics of loyal customers.

Loyalty shows customer repurchase behavior [12- [14], for a product or service and immune
from other companies’ products [12], and shows customers' willingness to recommend products
to others [12]. Meanwhile, [15] suggest marketing activities to increase customer loyalty.

The dimensions of repeat purchase measure customer loyalty in this study, defend the
company, close to competitive product or service, and recommend the company product, based
on a comparison of the dimensions of customer loyalty and according to the research analysis
unit.

2.4 Hypothesis development

Previous research has shown that CSR has a positive effect on customer loyalty [16].
Customer identification with the company, the emotions it generates, and satisfaction are all
positively influenced by CSR. Customer happiness determines loyalty behavior, and
identification influences the emotions elicited by service performance. [17]. Therefore, it can be
said that CSR affects loyalty. Based on those findings of previous research, the following
hypothesis is formulated:

Hi: CSR and partnership strategy affect partner loyalty

Lian and Yoong [18] In relationship marketing, customer pleasure, trust, control mutuality,
and communication are examined as relationship quality and client loyalty factors. Customer
loyalty was found to be highly influenced by the quality of the relationship. Based on those
findings of previous research, the following hypothesis is formulated:

H,: partnership strategy affects partner loyalty

2.5 Research methods

Based on the research objective, the quantitative research method that will be used is
causality research. “Causality research is used to obtain evidence of caused-and effect (causal)
relationship" [19]. The observation was conducted in the time horizon that is cross section / one
shot, in year 2020. "Unit of analysis refers to the aggregation of the data collected during the
subsequent data analysis stage" [20]. In this study, the unit of analysis is Small and Medium
Enterprises (SMEs) that have participated in PT's Corporate Social Responsibility (CSR)
program. Indonesian telecommunications company Telkom. The owners and managers of SMEs
are the observational unit.

The population of this study is comprised of all PT Telkom-built Small and Medium
Businesses (SME) in Indonesia. SMEs that have become the guidance of PT are the sample unit
in terms of SMEs. Telkom's minimum commitment is 2 (two) years, with the expectation that



the program will have a major impact on customer loyalty to Telkom Indonesia's PT products.
Cluster Random Sampling (CRS) is a technique for determining the sample location that
involves the following steps:

- Creating a sampling frame, which includes a list of SME Partners Assistance PT

Telkom Indonesia, which includes as much as seven regional offices across Indonesia.

- Choosing Witel Partnership SME from Region I to Regional VII to become Bidder

Partners for Telkom Indonesia.

- Choosing an existing Partner in Witel-witel to serve as a test location.

According to [21], the minimum sample size should be between 100 and 150 participants.
According to [22], a sample size of 100-200 observations is a sufficient minimum limit in most
cases. Based on that opinion, a reference to the minimum sample requirements will be applied,
and a sample of up to 200 SMEs will be taken. The sample will be distributed to seven regional
locations at random, with proportional distribution depending on population in each region
(Simple Random Sampling).

Using Structural Equation Modeling, this analysis will address the research objectives
(SEM). SEM is used to assess the causal link model between the latent variables and the
objectives, methodology, and research model (unobservable variable). SEM (Structural
Equation Modeling) is a statistical technique that may directly analyze patterns of association
between latent constructs and their indicators, latent constructs and each other, and measurement
error. SEM enables for direct comparisons of dependent and independent variables [23].

3 Results

3.1 Goodness of fit
Statistically evaluation of the overall research model for assessing if a theory-based
model fits empirical data. Structural Equation Model (SEM) as a statistical test can explain the
goodness of a model with several index criteria to assess the suitability of the model showed on
Table 1.
Table 1. Goodness of fit index

No. Degree of Fit Value Acceptable level Conclusion
1 Chi Square 364.75 P —value > 0,05 Close Fit
P -value =
0.82549
2 Goodness of Fit Index (GFI) 0,89 >0,8 Close fit
3 Adjusted Goodness of Fit 0.87 >0,8 Close fit
Index (AGFI
4 Root Mean Square Error of 0,000 RMSEA< 0,08 Close fit
Approximation (RMSEA) (good fit)

RMSEA< 0,05
(close-fit)
5 Parsimony Goodness of Fit 0.85 >0,8 Close fit
Index (PGFI)

Table 1, Chi-Square value with 364.75, and p-value = 0.82549 > 0.05. According to the
acce[table level, the suitability of this research model is fit [24]. The RMSEA is 0.000 less than
0.05. Besides that, Goodness of Fit Index (GFI) = 0.89 and Adjusted Goodness of Fit Index
(AGFI) = 0.87 > 0.80. In conclusion, for all of values, the research model above is fit.




3.2 Structural model
Therefore, the structural model framework in this study is as follows:
LOYALTY = 0.23* CSR+0.54*Partnership+{; €))

The following is the complete path diagram model of the research model in Figure 1.
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Fig. 1. Model testing

3.3 Measurement model

The theory is represented by the measurement model, which specifies measurable variables
to represent that theory. Then testing the measurement model to indicated indicators and
dimensions of each variable are valid and reliable. The loading factor of the measurement model
is > 0.50, and the t value of the loading factor is higher than the t-table at a significance of 5%,



according to [25] dimensions and indicators are valid in measuring latent variables. To
determine the amount of reliability of indicators and dimensions in assessing research variables,
Composite Reliability and Alpha Cronbach are used. When the Cronbach's Alpha value is better
than 0.70 [26], the dimensions and indicators are considered reliable for measuring study
variables. Loading factor of research variable showed on Table 2.

Table 2. Loading factor of research variable

Variable Dimension Indicator A E/_alue E(e)lrir; I});(l)lslltt g;(]ter:lc%: dVarlance
CSR Distribution 0,77 8,65 0,93 0,64
CSR1 0,80 -
CSR2 0,79 8,92
Utilization 0,84 10,56
CSR3 0,85 -
CSR4 0,78 10,22
Development 0,85 9,44
CSR5 0,77 -
CSR6 0,81 9,69
Impact 0,77 8,65
CSR7 0,799 -
CSR8 0,81 9,14
Partnershi Dealing 0,87 10,71 0,94 0,63
p Strategy Partnerl 0,81 -
Partner2 0,86 11,95
Commitment 0,85 10,97

Partner3 0,84 -
Partner4 0,81 11,44
Coordination 0,85 11,45
Partner5 0,87 -
Partner6 0,79 1142

Trust 1 10,27
Partner7 0,68 -

Independence 1 10,12
Partner8 0,67 -

Loyalty Repeat Purchase 0,93 1142 0,9 0,66

Loyl 0,81 -
Loy2 0,79 12.35
Loy3 0,82 1291

Protect 0,89 10,32
Loy4 0,76 -
Loy5 0,86 12.65
Loy6 0,81 11,91
Loy7 0,87 12.76

Closed 0,96 12,05
Loy8 0,82 -
Loy9 0,77 12,48
Loyl0 0,81 13,26
Loyll 0,82 13,51

Recommendation 095 11,79
Loyl2 0,81

Loyl13 0,8 12.71



t- Composite Average Variance
value  Reliability Extracted
Loyl4 0,79 12,51

Variable Dimension Indicator A

Table 2 describes the analysis of the measurement model of the CSR, partnership and
loyalty variables by dimensions and indicators. These results of indicator is valid in measuring
its constructs, where the loading factor> 0.70 and the t value is greater than the t table value
(1.96).

3.4. Hypothesis testing
The following Table 3 shows the results of the hypothesis testing of this study.

Table 3. Partial Testing

Hypothesis Y SE(y) t- value R?
1 CSR-> Loyalty 0.23* 0.084 2.73 0.12
2 Partnership Strategy-> Loyalty 0.54* 0.093 5.79 0.36

*sig. at 0.05 (t-table = 1.96)

- CSR and partnership strategy have positive and significant effect on Loyalty with R?
=0.48

- Partially, CSR has positive and significant on Loyalty with R? =0.12

- Partially, Partnership strategy has a positive and significant effect on Loyalty with
dominant impact (R? = 0.36)

Based on the hypothesis testing, the research model can be shown as follows Figure 2:
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4. Discussion

The results of this study support the hypothesis that CSR and the partnership strategy affect
the loyalty of PT Telkom foster partners. Partner loyalty is more dominantly formed by the
partnership strategy than by CSR. Trust and independence are aspects of partnership strategy
that has a dominant influence with a coefficient value of 1.00, followed by dealing (0.87), and
then commitment (0.85) and coordination (0.85). Meanwhile, related to CSR, development
(0.85) has a more dominant effect, followed by utilization (0.84), distribution (0.77) and impact
(0.77).

Trust between the parties in a cooperative relationship makes each of them fulfills its
obligations towards the other party. The trust given by Telkom is used by the fostered partners
to optimize their business so that they are able to fulfill their predetermined obligations.
Independence shows the implementation of cooperation to gain access to resources. This has an
impact on the smooth implementation of the foster partner's business activities which in turn
has an impact on the achievement of the targets of the fostered partners so as to increase partner
loyalty.

The cooperation agreement is carried out in accordance with the partnership contract. The
implementation of partnerships supported by the clarity of partnership contracts plays a role in
increasing partner loyalty. Commitment shows the willingness of the parties working together
to manage the relationship and willingness at low cost. Both things contribute to increase
loyalty. Coordination shows efforts to harmonize activities of members within the company and
efforts to harmonize activities between company parties. Alignment guarantees the
implementation of the business activities of the fostered partners according to what has been
determined in an effort to achieve the goals so that the partners are able to fulfill their obligations
to Telkom and the impact is increased partner loyalty. After joining Telkom, the fostered
partners received a lot of benefits, thus increasing loyalty to Telkom. All fostered partners
strongly defend Telkom for profit, so the partnership strategy has an influence on partner
loyalty. The results of this hypothesis testing are in accordance with the finding of [18] that
customer loyalty is significantly influenced by the quality of the partnership.

In terms of CSR, one of the problems faced by PT. Telkom is the inaccurate target of
revolving fund distribution so that it can cause bad credit at the loan repayment stage. Utilization
shows the level of compatibility between the use of working capital and investment capital. The
formation of partner loyalty is also supported by the extent to which CSR funds are used, namely
the level of suitability of the use of working capital and investment capital.

Distribution and impact have the same influence in forming partner loyalty. Distribution is
measured by the timeliness of the channel and the suitability of the channel values. The impact
is measured by the increased productivity and skills. The results of hypothesis testing show that
o time distribution and in accordance with the value of the channel, as well as the increased
productivity and behavioral skills of small businesses make an equal contribution in forming
partner loyalty.

The results of hypothesis testing, which indicate the influence of CSR on loyalty, provide
support for the research results; [16] that CSR positively has a greater impact on customer
loyalty, as well as [17] Customer identification with the company, the emotions generated by
the company, and satisfaction are all positively affected by CSR. Customer happiness
determines loyalty behavior, and identification influences the emotions elicited by service
performance.



Based on these results, it is hoped that this research will benefit the management of PT
Telkom in an effort to increase the loyalty of small business partners under the guidance of PT
Telkom through the development of a partnership strategy and CSR.

5 Conclusion

The results of this study support the hypothesis that CSR and partnership strategy affect the
loyalty of PT Telkom foster partners. Partner loyalty is more dominantly formed by partnership
strategy than by CSR. The results showed that partnership strategy has a more dominant effect
in increasing partner loyalty, so that the management of PT Telkom is advised to make
improvements in terms of: trust, independence, agreement, commitment, and coordination. The
results also show that CSR has an effect on increasing partner loyalty, so that PT Telkom
management is advised to prioritize improvements in terms of: development, utilization,
distribution, and impact.
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