THE 12 Proceeding
I C () E Ng‘:ﬁ'::;ﬁ"eﬁ"sﬁi:ﬁf:ﬁf: The 12" International Conference on Entrepreneurship
Thriving in Turbulence: How Entrepreneurs Navigate Disruptive Global Challenges

The Effect of Price and Demand of Car Wash to its
Market Equilibrium in Larksanti

Dimas Satria Widodo'’, Warren yang?, Nala Kharish Fakhrullah®, Alvin
Satria Prayoga*, Rayandhi Muhammad Arya Mega’

1234358chool of Business and Management, International Business Management — International Class,
Universitas Ciputra, Surabaya, Indonesia

"Corresponding author: Dimas Satria Widodo; Email: dsatriawidodo@student.ciputra.ac.id

Abstract

This paper will be focusing specifically on car wash service in the Lakarsantri district for the purpose
of producing a supply and demand graph model to simulate the market of car wash as a service. We
will be doing this through interviewing the owner of two different car wash services in Lakarsantri to
gain insight and data on their competitors, compliments, demand and supply for the service. This data
is then processed to find the most optimal price and quantity demanded through the market
equilibrium. By the end, we hope that this paper will serve as usable data to analyze the car wash
market.

Keywords: Car Service, Lakarsanti, Demand, Supply, Economics, Price

1. Introduction

Digitalization is slowly transforming the car wash sector. In larger cities, app-based booking
systems, mobile car wash services, and cashless payments are being introduced to improvise customer
convenience. It shows that car wash services occupy an important space in the service economy,
especially in urban regions. They offer economic benefits through employment, local supply chains,
and service innovation. In this era of modern world, the car wash industry has become an essential
part of everyday life, especially in growing cities like Surabaya. The car wash industry is often
overlooked in economic discussions, and plays an important role. The increasing number of private
vehicles has created a consistent demand for car wash services, including regular washing.
Additionally, as cities expand and environmental regulations become stricter. This opens up new
markets for green innovation and sustainable infrastructure. As a result, the car wash industry is not
only a service sector responding to everyday customer needs, and also environmental adaptability
within the greater economy. We chose car wash as our business type because our group believes that
the majority of car owners are lazy to wash their car, this means that they have more of an incentive to
use car wash service which leads to an influx of demand for said service. Particularly during rainy
seasons, demand for car washes may grow due to muddy roads, or it may even decrease if consumers
consider no reason to clean their cars in rainfall. We also chose Lakarsantri as our location because the
area contains many inhabitants who own cars, the car traffic in that area is also high with a lot of
showrooms and dealerships in that area. Generally, Sambikerep is known for its high automobile
traffic around streets like Lontar and Telaga Utama Road. This high congestion leads us to believe that
if we were to open a car wash in that area we would get a significant amount of customers. Other than
that, we are also intrigued by how the other businesses and other external factors can impact the
demand for car wash. Due to this, taking consideration of what businesses serve as compliments or
threats to this service is necessary, and knowing how the owners and employees view their service is
one of the most important factors.

135



THE 12 Proceeding
I C () E N e The 12" International Conference on Entrepreneurship
Thriving in Turbulence: How Entrepreneurs Navigate Disruptive Global Challenges

Because the car wash industry seems extremely complex, we decided to analyze it through
the lens of economics. Figuring out how demand, supply, market equilibrium and elasticity may affect
how the market may go within multiple car wash industries in Lakarsantri. We want to gain insight
from experts on this matter like owners and employees which have worked over years within this
industry. Moreover, we will simulate their market using a supply demand graph to further estimate
what could happen when they increase or decrease their price and how it may affect their customer's
willingness to buy their service. Every data and analysis in this paper will contribute to the purpose of
deducing whether it is feasible to enter the market, and figure out how the system, pricing, and
demand works once we ultimately decide to enter the market.

2. Literature Review

"Supply and demand is the relationship between the quantity of a commodity that producers
wish to sell at various prices and the quantity that consumers wish to buy." (Malthus, T., et al. 2025).
Supply in this context refers to the willingness and ability to provide goods and services in the market
while demand refers to the willingness and ability to purchase them. When the demand meets the
supply, a market equilibrium is formed. By definition, equilibrium is created when the price of a
product or service is equal to its quantity demanded.This concept is especially relevant when looking
at the car wash service, as the demand for such services plays a vital role determining their viability.
Car washing in particular, has the advantage of being to offer a near unlimited supply, requiring only
labor and water as its main resources. Furthermore the chosen business location is situated in a
residential area with a high number of private vehicles, and the automobile traffic is also quite heavy,
both of which will naturally contribute to the increase in potential demand for car wash service
making it a promising enterprise to pursue.

According to Khan Academy, the law of demand states that: "a higher price leads to a lower
quantity demanded and that a lower price leads to a higher quantity demanded." This principle is
essential in evaluating whether a product or service demonstrates elasticity or inelasticity. Demand
elasticity measures how responsive consumers are to changes in price, which is a crucial factor when
setting appropriate pricing strategies. Applying this concept to the car wash service allows us to better
understand how customers might react to price changes and whether the service allows us to better
understand how customers might react to changes in price and whether the service is elastic or
inelastic in nature. By combining the theories of supply and demand, equilibrium and elasticity, we
can conduct a more practical analysis and create a simulation to model the potential demand patterns
for the car wash services, helping to assess both opportunities and challenges in this type of business.

3. Methodology

To gather our primary data, we decided to use a qualitative method in the form of
interviewing the owner of XY Car Wash and AB Car Wash of competitors, complements and demand
around the car service industry as well as how their price plays a huge factor in said industry. The
questions we asked the interviewees are:

- What is the estimated amount of customers you get in a single day?

- What are some businesses in the area that have a correlation with your industry, whether it be
complimentary or substitutionary?
- What are some factors that influence demand in the industry?

- What are some challenges you face in maintaining steady supply?

- Do you think this service is oversaturated or underserved in this district? Why?

- Does the demand of your service change drastically according to your price? If you were to
raise the price, would the demand drop or stay the same?

- If you were to invest in different businesses in this district, which business would you choose?
Do you think it would be a better return on investment?

136



THE 12 Proceeding
I C () E N e The 12" International Conference on Entrepreneurship
Thriving in Turbulence: How Entrepreneurs Navigate Disruptive Global Challenges

The interview was done both online or in person to lessen the burden of the owner and
employers. Other than that, we also provided our rationale on how the interviewees may think this
way using reliable and credible data. The population of Sambikerep will be taken into account as our
secondary data to gain insight on how the demand can change according to the population.

4.1 Interview Answers

Car Wash | Price Customers a | Factors How to | oversaturated or | Elastic What What other
Service day affecting maintain undersaturated or businesses businesses would
supply Inelastic | compliment they invest
demand
9GO0 Rp 100-150 Location, Workforce | Was Inelastic | Restaurants, | Padel Court
100.000 efficiency, and training | undersaturated cafes and
and but now Just convenience
cleanlingss Enough stores
Grace Car | Rp 20-30 Weather, Labor Just Enough Inelastic | Other car | Car detailing or
Wash 90.000 cleanliness related workshop
services like
car salons

Table 1. Interview Answers

The owner of XY, has stated that the car wash service has been experiencing an excess in
demand but has steadily decreased as more car wash services are being built in X. Other than that,
price doesn't play as much of a factor in the car wash service, as surveys they've done indicate that
price is the 4th priority in contrast to location, efficiency and cleanliness. Furthermore, the owner of
XY explained that the demand for car wash services is inelastic due to all the reasons that were stated
above.

On the other hand, AB car wash has very similar but different answers to these questions.
Even when their prices are very similar, they gain less customers a day compared to XY. They gain a
stable amount of around 20 customers compared to XY's 100. Their prices are also not a huge factor
as the nature of their elasticity of demand is also inelastic. Although this may be the case, raising their
price may result in them not being able to compete with XY. The difference between XY and AB car
wash in maintaining their supply is that XY values specialized training for their workforce while AB
car wash values only Labor. The most glaring

The contrasting and similar answers really show the nature of car wash services, as prices
play a minor factor compared to the loyalty of their customers. They value efficiency and the general
cleanliness of their service while also caring about the location of their business, specifically in how
strategic it is. Other businesses serve as compliments to the car wash service as customers can indulge
in other foods and services around the car wash service.
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4.2 Simulation Models for Car Wash Services
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Figure 2. Model .for the Market equilibrium of AB Car Wash

Based on the first figure above, the graph shows the interaction between the supply and
demand and stimulates the market equilibrium for XY car wash service. On the graph, the vertical line
(Y-axis) represents the price in rupiah, and the horizontal line (X-axis) shows the quantity demanded.
The equilibrium point occurs at (E1) which is positioned at Rp 100,000 with 150 units demanded,
where supply and demand are balanced. If the prices rise to Rp 150,000 or (E2), the quantity
demanded will decrease to 125 units, which shows that increasing price will reduce the demand. This
simulation demonstrates the principle of market equilibrium.

For the second figure which shows the simulation for AB Car Wash, which tells a similar
story. The equilibrium point (E1) is located at Rp90,000 and with a demand of 30 units demanded,
this is the balance point where the price is still fair for the customers and is still profitable for the
business. The second equilibrium (E2) shows with the increase of price to Rp120,000 that the demand
for the car wash decreased to 25 units of cars. This shows that while a higher price brings in more
money per wash, it can also drive away some customers, meaning that businesses may actually earn
less money overall.

For the XY model, even though the competition in the area has increased, there is still room
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to consider adjusting their pricing strategy. The market is becoming less sensitive to minor price
changes mainly due to the growing number of service providers that make the price less of a
determining factor and making other factors such as convenience, service quality and trust in a
familiar provider to be a more influential in costumers decision. This shift creates an opportunity for
XY to raise its prices moderately, which could help increase the overall revenue without significantly
reducing the demand. Customers are often willing to pay a slightly higher price when they are assured
by the reliability of a service, constant quality, and the added value of choosing a provider they
already trust. Therefore XY is able to strengthen its position in a competitive environment. The
number of car wash businesses in the area continues to grow, AB Car Wash might also consider a
price adjustment. However, the business must be more careful. While an increase in price could
improve profitability per costumers, the relatively small customer base of their business which is only
around 30 units at equilibrium means that even a minor drip in demand could have a stronger impact
upon the total revenue for them compared to XY, which has a larger demand overall. Therefore if AB
car wash decides to increase their prices, the increase should be moderate and accompanied by
improvements in service quality, such as faster washing and or added benefits like interior cleaning.
This way they can increase their price and justify it to the customers.

4.3 Relation to secondary research

Lakarsantri has a population of 64,068 people (2023) with the largest concentration in Lidah
Kulon and Lidah Wetan. The area hosts AB campus, several residential complexes (X, Royal
Residence), and health facilities such as Rumah SOS. The district is also supported by the upcoming
Jalan Lingkar Luar Barat (JLLB), which will improve accessibility.

These conditions provide a strong foundation for the success of XY Car Wash & Coating. The
residential clusters represent high purchasing power households that demand premium coating
services, while the student community around AB creates opportunities for affordable wash packages.
Improved Infrastructure will increase vehicle flow, supporting the long-term growth of XY in
Lakarsantri.

4.4 Economic Analysis
4.4.1 Other similar businesses and Their Impact

There are a lot auto detailing services in Lakarsantri (eg. AZ car wash, wadadumi auto
detailing, ABC Car Wash ,etc) This has a positive impact on demand, as more car enthusiasts will be
willing to visit the car wash service. The business may either lower the price or have an
advantageous location to compete against each other. With the increase in competition, there will
also be an increase in customer awareness of car wash services, the consumer may set a standard for
the cleanliness, time , as well as premium detailing services. For example XY has set a high standard
for premium detailing services as they have partnered with PPS Autoshine
4.4.2 Key demand Determinants

The vehicle ownership and usage is a critical factor for the demand for carwash services.
With more people owning cars and using it regularly, this will increase the demand for
cleaning/detailing. For example with XY advantageous location “X” a residential area , people living
in X are likely to have vehicles which will further increase the demand . The frequency of driving
will increase the exposure to dirt which will influence how often people feel the need to wash their
car. The income of an individual may affect the demand of car wash services.

4.4.3 Supply Challenges

Having reliable labor and training is a challenge for carwash detailing services. Before the
staff work they will need training for detailing, interior cleaning, and etc. This ensures that the staff
will avoid making errors like either scratching rim or bad interior cleaning which can hurt the
reputation of the business.
4.4.4. Shortage or Surplus
This business was in shortage a few years ago. Although this might be the case, the car wash
industry has slowly gained competition over the years after business owners realize the potential
Sambikerep has in providing this service to car owners. This made the competition in the car wash
industry to be just right in Sambikerep.
4.4.5 Elastic or Inelastic

The demand for car wash services in Lakarsantri is very elastic, especially for basic car wash
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service. Due to Lots of competition in Lakarsantri, the little change in price may lead customers to
switch easily to another car wash service which is more cheaper. And the sudden increase in price
may cause consumers to substitute for self washing or budget services. There are exceptions though,
for businesses which offer premium detailing or bundling services. The demand may be less elastic
since convenience and experience will matter more than price.
4.4.6 Opportunity Cost of Opening a Car wash in Lakasantri

There are alternative ventures that may yield higher returns like Auto Accessories , Food and
Beverage business, Auto Repair ,and etc. With surabaya high car ownership , Auto Accessories and
Auto repair are essential .Both of this business is not easily substituted ,due to that auto repair and
auto accessories need specialists to work on the car unlike car wash as the consumer may perform
self-washing .While a car wash is not a important for consumer, maintenance of vehicle is a
necessary and recurring requirement for car owner.
5. Conclusion

From our analysis, it is still feasible to start a car wash business in Lakarsantri because the
market is not yet saturated but is served well enough by existing services to ensure healthy
competition. This status ensures that there are competitors, but there remains a significant enough
demand to sustain a new car wash business if the service offered is of quality and varies in terms of
customer experience. Similar to Sambikerep, the site has the room for expansion, especially if the
company can differentiate itself through improved service speed, convenience, or added value.
However, it is also important to think through the challenges that are present in entering the services
industry in Lakarsantri. Competition may increase down the line, and consistency of service quality
will be imperative in building long-term customer loyalty.
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