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Abstract

This paper analyzes whether the opening of a XYZ in Lontar, Sambikerep, Surabaya is a profitable
business idea. XYZ is a car service station offering quick services like oil and battery replacement that
a majority of busy car owners need. Demand and supply, market equilibrium, price sensitivity, and
location are utilized in the research to understand whether the business would be successful. Data
were collected through interviews with a workshop manager, residents, and security in the area, and
district data. The result shows that the demand for car maintenance is high because there are many
people in Lontar who have cars, do not have much time because of daily activities, and there are still
not many competitors. Because XYZ has a convenient location and a stable demand, it has good
chances to be successful and grow.
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1. Introduction

So in this business analysis, I choose to study XYZ Lontar, which is a car service and auto parts
shop in Lontar, a part of Sambikerep district in Surabaya. XYZ is a place where people can buy stuff
like car battery, oil, wiper, and some other basic car needs. They also offer fast services like ganti oli
(oil change) and ganti aki (battery replacement). It's not like a full car workshop or bengkel, more like
a quick-stop place to do basic maintenance. I think this kind of business is really helpful, especially
for people who drive a lot but don’t really have the time or even knowledge to fix their cars by
themself. The reason I choose this business is because car maintenance is something that’s always
gonna be needed, especially in big cities like Surabaya. A lot of people still prefer using private
vehicles instead of public transportation, which honestly is not that great yet. With more cars on the
road, it means more people need to take care of their cars regularly. Compared to big car workshops
that can take hours or sometimes days, XYZ can finish the service in like 20-30 minutes, so it’s more
practical. That’s why I think this business has a strong demand especially if it’s located in the right
place.

For the district, we picked Lontar, which is in the Sambikerep area. The main reason is because
it’s a growing residential zone. There’s already a lot of housing complexes, schools, and small
businesses popping up everywhere. It’s not too crowded like in the city center, but it’s growing really
fast. Many people who live here are families or office workers, and most of them own cars. Since they
also have busy daily activities, a place like XYZ that gives fast service is very needed. Plus, Lontar is
near some main roads and tolls that connect to other parts of Surabaya, so the location is quite
strategic too.

The main goal of this project is to analyze if XYZ in Lontar is actually feasible or not. We will be
looking at things like demand and supply, basically how many people in the area need the services,
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and how many businesses are already offering them. We are also gonna look at market equilibrium,
which is like finding a balance between how much service is available and how much people want it.
Lastly, we’ll check elasticity, which is about how people react if prices change. Like, if XYZ increases
the price, will people still come or just go to another place that’s cheaper? By studying this stuff, I
want to know if this business can not only survive, but also grow in the Sambikerep district. It’s not
just about how they’re doing right now, but also how they might do in the future as the area keeps
developing and more people move in.

To conclude, I believe this research will give a clearer picture of how a business like XYZ can do
in a place like Lontar, which is still developing. I wanna find out if this kind of business is not only
good today, but also something that can last long term. By combining the location, the business type,
and the market situation, hopefully I can figure out if it’s really a smart business idea.

2. Literature Review

To know if XYZ in Lontar has a good chance of success, we use some fundamental economics
which are demand and supply, market equilibrium, price elasticity of demand, and the role of location.
These ideas are explained based on the economics textbook by Mankiw (2024), Frank et al (2024),
and Hubbard and O’Brien (2021).
2.1. Demand and Supply

Based on the book Mankiw (2024), demand is how much of a product or service people want at
a certain price, meanwhile supply is how much businesses are willing to provide. In this study,
demand comes from the car owners in Lontar who usually need regular services such as oil changes
and battery replacements. The supply comes from the car service shops that are already operating in
the area.
2.2. Market Equilibrium

Based on the book Frank et al. (2024), market equilibrium happens when the quantity people
want to buy matches the quantity businesses that are willing to provide at a certain price. If the
demand in Lontar is higher than the supply, then that’s a sign XYZ has room to grow. If the supply is
already enough or more than what is needed, it will be harder for a new shop to attract customers.
2.3. Price Elasticity and Demand

Mankiw (2024) also explains that elasticity is about how much demand changes when prices
change. If people see car maintenance as something that is very important, demand is inelastic, It
means even if prices go up, they will still come. But if there is another workshop around, people will
try to find the cheapest one, which means demand is more elastic.
2.4. Location and Accessibility

Hubbard & O’Brien (2021) says that non-price factors like location and ease of access also affect
the demand. A shop in a strategic area that’s close to housing and main roads often gets more
customers. Lontar is a growing residential area and easy road access make it an attractive spot for a
XYZ outlet. Using these concepts based on the textbooks helps us look at the XYZ situation in a
clearer way. They give us a simple guide to understand what affects how the business can compete
and grow in the Lontar area. By thinking about things like demand and supply, market balance, price
sensitivity, and the importance of location, we can get a better picture of the opportunities and
challenges the business might face. This makes it easier to predict how XYZ could perform and what
steps it might take to succeed in the local market.

3. Methods
3.1. Primary Data Collection

The primary data was gathered from interviews and some direct observation within Sambikerep.
3.1.1. Interview with Automotive Workshop

We interviewed XYZ Lontar to understand how the business operates, how the customer flows,
the common problem that happens in the automotive industry, and service challenges. This interview
provides us with the vision from the supplier side, for example: how workshops operate, most
demanded times, and challenges faced by the automotive workshops.
3.1.2. Interview with Resident of Sambikerep
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We interviewed an anonymous person who is a resident in Sambikerep to inspect customers’
habits, workshop preferences, frequency of the service, and expectation from customers. This
interview helps us highlight the demand side, which is showing us how residents choose their
preferred workshops, their priorities, and their willingness to try new service providers.

3.1.3. Interview with Security of Sambikerep

We interviewed a security guard to determine traffic (there are approximately 1000 cars that pass
by daily), chances of accidents, and preferred workshop to use after accidents. This Interview helps us
provide data about the traffic conditions, which also helps estimate the potential of the automotive
service industry.

3.2. Secondary Data Collection

The Secondary data was gathered from Kecamatan Sambikerep Dalam Angka 2024 by Badan
Pusat Statistik (BPS) Kota Surabaya. This data informs us about the geography, populations,
economy, transportation, and social conditions of Sambikerep. The geography of Sambikerep has an
area of 17.17 km”2, with Lontar having the highest total area about 6.21 km *2. The population of
Sambikerep in 2023 was about 69.743 people, it also has a density of about 3.958 km”2. This district
level Statistics helps us provide context about vehicle ownership. Data, Trade facilities and Services
helps envision the district’s market environment. Those statistics help us highlight the district and
demographic, which also helps in estimating market size for automotive workshop services &
economic statistics help with information on workshop demand.

Table 1. Area of West Surabaya District
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Table 1. Area of West Surabaya District
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Table 2. Population of West Surabaya District
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Figure 1. Population per district

4. Results and Discussion
4.1. Primary Data Insight

From the Primary data we have gathered, it shows us that automotive service demand in
Sambikerep is stable, with a peak demand on weekdays and common services such as battery
replacement, oil changes, and tire checks. The customers value trust, affordability and official
credibility when choosing which workshop to visit, though there are many that are open to try new
workshops that have a competitive price such as service bundles. The workshop often gets
misunderstood about warranty, while maintaining a good impression is crucial. With 1000 cars that
pass by daily, It would always have a chance to continuously grow in the automotive industry.

4.2. Secondary Data Insight

Through the Secondary data I’ve gathered from Kecamatan Sambikerep in 2024, it shows that
Sambikerep has a population of about 68.000 people in it and has an area of 17.17 km ~2. Sambikerep
has a dense and active community that values steady service. Its local economy and high
transportation use, highlights the importance of owning a private vehicle, which also supports the
potential for more customers that need consistent automotive service, especially in routine
maintenance and modded services.

4.3. Economic Analysis
4.3.1. Related types of businesses to automobile repair shop

This business, which is an Automobile repair shop has lots of flexibility in terms of collaboration
with other types of business. For example, car dealers in the Sambikerep areas such as Surabaya A
Gallery and M Surabaya. These dealers are potential collaborators, since we are able to collaborate by
making bundling packages, the sold car from the car dealers will receive routine services by our
business, which will enhance and upgrade both parties’ performance. Moreover, the car wash and the
car detailing business can serve as complementary services. Rental car shops like W Rent in the
Sambikerep area are a great potential collaborator, since the shop will be able to collaborate with our
business for maintaining their operational cars. This collaboration will bring profit to our business
because they will do the service regularly, while the rental shop will get lower price for their
maintenance cost due to the collaboration agreement.

Furthermore, other businesses related to our business are car wash and car detail shops. Actual
businesses from two types previously that occur in Sambikerep area are ABC and PQR are located in
Sambikerep areas. These businesses are used as complementary services and bring positive trends
about the importance of car treatment to car users aware of their car condition from appearance to
machine. Therefore, the increasing trend of treating the car properly will indirectly increase the
demand for automobile car shops due to routine checkups monthly or yearly.
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4.3.2. Factors that influence or determine the demand of automobile repair shop products or
services

The demand is influenced by several factors such as expectation from buyers, complements,
populations of Sambikerep districts, substitutes or competitors, and purchasing power of car users in
Sambikerep area. Therefore, analyzing these aspects will help to determine the possible demand that
automobile repair shops have. First of all, the higher tendency of people to prevent major issues from
their car by doing routine checkups and examinations will increase the demand for automobile repair
shops, while more and more substitutes or competitors will reduce the demand because customers will
be divided, according to their taste or preference. However, the effect of substitution may become less
effective when service quality is better than the competitors.

Furthermore, the growth of populations in Sambikerep increased significantly a few decades ago.
This growth leads to higher demand for every business including automobile repair shops, since more
and more potential customers. Nevertheless, the result may depend on their purchasing power. People
with higher purchasing power tend to do routine maintenance, which means higher demand compared
to people with lower purchasing power. However, the Sambikerep area is dominated by private
employees and housewives (Kantor Kecamatan Sambikerep, n.d.), which means they have their own
vehicle and this is showing they have good purchasing power meaning the quantity of demand is good
in that area.

Besides that, related businesses like car dealers may play crucial roles to the total demand for
automobile repair shops. More and more cars are sold by car dealers, indicating that the car users are
increasing and they become potential customers to our businesses as well. When car dealers demand
are going down then it will affect the automobile repair business demand too. That’s why, the car
dealer business is considered as complements and affects the quantity of demand for the automobile
repair business.

4.3.3. Two key supply challenges for the product or service

One of the main issues about key supplies is limited raw materials. This problem may occur
because the majority of the cars’ spare parts in Indonesia are manufactured by other countries
(Wicaksono, Hikmah, & Ilmiawani, 2023). This dependency makes the business vulnerable to
external disruptions, especially on unprecedented events. These external factors such as weather,
wave, and other logistic challenges that delay the shipments and affect the supply chains.

Furthermore, another issue that comes to the supply chain is the regulations and policies.
Regulations and policies such as customs, standardization, certification, and Eco-friendly regulations
are affecting the distribution of the spare parts. Customs play an important role to distribute the
imported items to Indonesia, because there are tariffs to be charged for the importer and this may
increase the cost of the supply chains. Standardization and certification have affected importers to
choose the partners due to strict standards and certificates to be fulfilled. This will lead to lesser
partners and make the importers lose their flexibility for finding better suppliers, which affects the
supply chain overall. Lastly, Eco-friendly regulations may inhibit the certain spare parts distribution
because the regulations emphasise the importance of replacing conventional cars to the EV cars,
which will make the supply chain disrupted.

4.3.4. Business condition in market (Balance, Surplus, or Shortage)

According to Mr. Don represented as the manager of XYZ Lontar automobile repair shop. The
automobile repair shop in the Sambikerep area is balanced and sometimes has a slight surplus in terms
of fast-moving items such as tyre, oil, battery, and brake pad. On the other hand, certain slow-moving
items are in shortage condition. Those items are essential machines, specific sensors, and other core
items produced from the factory directly. Based on that statement, our automobile repair business will
be mostly in balanced condition. Our products or services are focused on routine maintenance and
check-ups, which are categorized as fast-moving items. Even though we may receive major issues, the
demand is not as high as routine maintenance. So, we believed our business and other automobile
repair shops would be in balance for most of the time.

4.3.5. Business elasticity
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In general, the automobile repair shop is considered an inelastic price because vehicles need to be
serviced and checked in a certain period, which makes the car users willing to pay even though the
prices are higher than usual or less sensitive to price. Nevertheless, if we talk about a specific
automobile repair shop in the Sambikerep area. The business will become more elastic because it has
lots of competitors, especially to monthly or yearly check up services. Since routine car maintenance
monthly or yearly is not a sudden event and makes customers become more aware or sensitive to price
variation in the market, which makes it more elastic. This is related with determinant demand price
clasticity, which states higher availability of substitutes will bring to more elastic price and
determinant supply price elasticity about mobility of input, the easier to distribute and deliver product
will bring to more elastic price. Moreover, to reduce the impact of the elastic effect of automobile
repair shops should add several additional values like bundling promotion and membership or loyalty
programs to prevent customers from moving to the competitors.

4.3.6. Potential opportunity costs

Several opportunity costs that we need to sacrifice are the possibility of opening cafes and board
houses businesses. These businesses are having huge advantages in terms of elasticity price. Cafes
tend to be inelastic due to the fact that cafes are contributing a small portion compared to the total
income and board houses are inelastic owing to the necessity of living, especially customers who want
to stay there for a period of time. Moreover, cafe profits are much bigger compared to automobile
repair shops. Board houses’ profits are not as big as cafes, but their customers tend to stay loyal and
since the contract ties them in. These benefits are not included in automobile repair shops.

5. Conclusion

Based on the overall analysis, opening XYZ in Lontar, Sambikerep looks possible and has good
potential. The demand for car maintenance services is high because the population in Lontar is
growing, many people own cars, and most of them are busy with work/family so they need a place
that offers quick and simple services like oil changes or battery replacements, which XYZ provides.
This makes the business attractive compared to bigger workshops that usually take a longer time. In
terms of supply, the market is mostly balanced. Fast moving items like oil, batteries and tires are easy
to find, while special car parts are sometimes harder to get. Since XYZ focuses more on basic and
routine maintenance, the supply problem is not a big issue. Car maintenance is also something that
people cannot avoid, so demand stays strong even if prices change. However because there are
competitors, price and quality still matter. The location of lontar is another advantage. It is close to
housing areas and main roads and there are not many direct competitors yet. With the right strategy,
promotions and good customer service, XYZ in lontar can grow well and survive in the long term.
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