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data is by using questionnaire and a sample of 300 customers is used for data gathering. Path anal-
ysis and Sobel test are used in analyzing the data. The finding shows that product, promotion, place
and price have positive effects on customer satisfaction of food and beverage products SMEs in
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1. Introduction

In this era, information technology is developing rapidly which makes competition tighter. Companies
should arrange marketing mix well in order to be able to attract customers and create customer loyalty.
Indeed, marketing mix is one of the factors influencing customer satisfaction and loyalty. According to
Harsono (2017) “By having a good product (Product), reasonable price (Price), accessible location
(Place) and effective promotion strategy (Promotion) companies will have the ability to influence con-
sumers to learn and purchase their product, thus increasing the chance of creating a loyal customer”.
Small Medium Enterprises (SMEs) play an important role in developing countries. Department of Sta-
tistic Malaysia (2017) show that SMEs contributed about 37.1% for the Growth Domestic Product (GDP)
rate in Malaysia. These percentages of contribution were still at a low rate where SMEs in Malaysia has
the targets which set in the SME Master plan. According to Department of Statistic Malaysia (2017), the
sales value of food and beverage at SMEs in last month decreased significantly. The contribution of
manufacturing sector for GDP also was lower than the others sector, the contribution was only about
34.6%. Dianai-Rose et al. (2016) in the research of food and beverage product of SMEs in Malaysia
showed that there were some customers who did not purchase the SMEs products, but in fact customers
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noticed the products. SMEs’ products cover local products, while customer’s preference is on imported
products. It can be said that customers would not feel satisfy with local products and prefer to purchase
imported products. Ahmad (2007) and Mohd. Shariff et al. (2016) also stated that local entrepreneurs are
less sensitive towards new existing issues and tend to be followers rather than innovators. In addition,
there is a competition between local food and imported food where customers perceive that the quality
of local food is still low.

2. Literature Review
2.1. Marketing Mix (4Ps)

Marketing activity is the basis of business activities where a company can get sales revenue and profit
from marketing activities. Marketing activities consist of marketing mix which includes a set of relevant
solutions which enable customers to reach the (national) requirements and achieve the companies’ ob-
jectives. Marketing mix can be also described as a set of controllable marketing features where a firm
applies to reach a desired response on the targeted market called as 4P’s, i.e. Marketing, being Product,
Price, Promotion and Place and these elements will end up to customer satisfaction and loyalty (Wahab
etal., 2015).

2.2. Product

Verma and Singh (2017) as cited in [Soraité (2016) defined product “as a physical product or service to
the consumer for which consumer is willing to pay. This includes half of the material goods, such as
furniture, clothing, and grocery items and intangible products namely services which users buy”. The
products are created by company to fulfill customer needs and wants. These days, most companies must
create products which are appropriate for customers’ needs by offering innovative products.

2.3. Promotion

[Soraité (2016) quoted that “the promotion of the marketing mix is a tool that helps disseminate infor-
mation, encourage the purchase and affects the purchase decision process”. Promotion is an activity in
offering, selling, and recognizing the products to the consumers. Promotion must be attractive and can
encourage the consumers to buy and consume the products as always.

2.4. Place

Pordehghan (2015) pointed out that “distribution refers to activities that are done to deliver a product or
service to customers. Distribution and place are the simplest terms in 4P; however, they play a very
important role in it”. Distribution or place in marketing activity is the activity in delivering products to
the consumers, which also can be said that place helps the consumers reach or find the products. Com-
panies need to manage the strategies location as well where consumers can find the products easily (Pani-
andi et al., 2018).

2.5. Price

ISoraité (2016) argued that “price is perceived as the only element of the marketing mix, generating
revenue and the most important customer satisfaction and loyalty factor”. Price can be described as ex-
change value of the product. Price is the primary criterion for product evaluation and any firm should
have price management strategy. Besides offering competitive price, firms must match the price with the
quality and quantity of the products. Price also can create the customer satisfaction and customer loyalty
as well.

2.6 Customer Satisfaction

Customer satisfaction is the key success factor for business entity (Adikaram & Khatibi, 2016). Accord-
ing to Kotler and Keller (2009) and Kotler et al. (2010) “a person’s feelings of pleasure or disappointment
that result from comparing a product perceived performance (or outcome) to expectations”. Khadka and
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Mabharjan (2017) pointed out that customer satisfaction is dynamic and relative. In improving customer
satisfaction, customer expectations should be noticed and it can be concluded that customer satisfaction
is consumer’s feeling about the performance of the product where consumers have expectation about the
products and feel satisfy if the performance of the product exceeds consumer’s expectations. Customer
satisfaction has six basic approach theories from experts. Isac and Rusu (2014) provided some approach
theories of customer satisfaction such as assimilation theory, contrast theory, assimilation contrast theory,
negativity theory, hypothesis testing theory, and disconfirmation theory. Disconfirmation theory is asso-
ciated with this research where the theory explains about customers’ expectations from the products. The
expectations can be about standard of quality compared with the performance of products or the real
quality of products. Then customers evaluate the products whether that makes customers feel satisfy or
dissatisfy.

2.7 Customer Loyalty

Customer loyalty is described as the repurchasing behavior and customers’ positive feedback towards
the company which provides excellent products and services. Khadka and Maharjan (2017) explained
that the expenses to gain a new customer is much more than retaining the existing one. Loyal customers
will encourage the others to buy the products while loyal customers will think twice to buy another prod-
uct offered by another company. Furthermore, loyalty can support customer preferences and reactions to
products and services well (Albattat & Romli, 2017). Customer loyalty also makes repeat purchases more
and will generate higher income for the company. Thus, customer loyalty is the customer’s behavior who
always doing repeat purchase for the products of the company after evaluating the products and feeling
satisfy about that (Salem & Chaichi, 2018).

3. Research Methodology

This study used Likert scale 1-5 measurement of questionnaire and distributed 300 customers of food
and beverage products SMEs in Malaysia. For sampling process, this research uses non probability sam-
pling with convenience sampling. The sample size uses rules of thumb. This study also conducted validity
and reliability test to ensure the validity and reliability of the questionnaire. To test the model, this study
used the path analysis approach, and SPSS 20.0 was used to analyze the data. There are several test
equipment that has been done in classic assumption test in this research such as normality test, multicol-
linearity test, and heteroscedasticity test.

3.1 Conceptual Framework and Hypotheses Development

Fig. 1 demonstrates the structure of the proposed study of this paper.

| Product | Hia, Hip

| Promotion | Ho,, Hop Customer Hs Customer
Satisfaction ”|  Loyalty

| Place

| Price 42, Hap

Fig. 1. Conceptual Framework
3.1.1 The Linkage between Product and Customer Satisfaction

Products quality brings satisfaction and enhances competitive advantage and attracts the potential cus-
tomers (Nuseir & Madanat, 2015). By products marketing mix variable, we mean the ideas such as inno-
vative services and added value services in a company (Alipour et al., 2018). Customers became satisfied
by experiencing the quality (Al Muala & Al Qurneh, 2012). According to Sukamto and Lumintan (2015),
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increasing in marketing mix namely product will significantly increase customer satisfaction. The previ-
ous studies also show that product had a positive effect on customer satisfaction (Kadhim et al., 2016;
Bawa et al., 2013; Mustawadjuhaefa et al., 2017).

Hia: Product has a positive effect on customer satisfaction of food and beverage products of SMEs in Malaysia.
3.1.2. The Linkage between Promotion and Customer Satisfaction

Promotion is an activity that introduces and highlights the products or services to customers (Nuseir &
Madanat, 2015). The promotion activity should be honest, information based on truthfulness, transpar-
ency, and full sincerity for helping in increasing customer satisfaction (Niharika, 2015). The researches
that have been conducted by researchers also show the linkage between promotion and customer satis-
faction (Kadhim et al., 2016; Bawa et al., 2013; Alipour et al., 2018; Wahab et al., 2016; Verma and
Singh, 2017)

Ha2a: Promotion has a positive effect on customer satisfaction of food and beverage products of SMEs in
Malaysia.

3.1.3 The Linkage between Place and Customer Satisfaction

Organizational supply chains, including suppliers, manufacturers, wholesalers, retailers, and end users,
secure competitive positions, ultimately increasing company ability to satisfy customers more efficiently
(Nuseir & Madanat, 2015). Inconvenience location for the customers lead to dissatisfaction among the
customers which further influence the organization in negative way (Niharika, 2015). Services offered
to customers are an important basis to obtain customer satisfaction. Those statements were supported by
the previous researches (Kadhim et al., 2016; Bawa et al., 2013; Alipour et al., 2018; Wahab et al., 2016).

Hsa: Place has a positive effect on customer satisfaction of food and beverage products of SMEs in Ma-
laysia.

3.1.4 The Linkage between Price and Customer Satisfaction

Price becomes crucial factor towards customer responses of product values (Nuseir & Madanat, 2015).
Usually customers feel satisfy if quality of the products exceeds costs that spent by customers. Any re-
searches described that there is relationship between price and customer satisfaction (Kadhim et al., 2016;
Bawa and Shameem; 2015; Alipour and Pour et al, 2018).

Haa: Price has a positive effect on customer satisfaction of food and beverage products SMEs in Malaysia.
3.1.5. The Linkage between Product, Customer Satisfaction and Customer Loyalty

Product quality has the greatest impact on the level of satisfaction that ignites a sense of loyalty to cus-
tomers. Product which has good brand also leads to customer satisfaction. The increase in customer sat-
isfaction also increases customer loyalty (Nuseir & Madanat, 2015). Nikhashemi et al. (2017) argued that
customers who feel satisfy with the quality of products never switch to another products. These state-
ments are supported by the previous studies which show that product has a positive effect on customer
satisfaction and reflects to customer loyalty (Muala & Qurneh, 2012; Wahab et al., 2016; Sukamto &
Lumintan, 2015).

Hiv: Product has a positive effect on customer loyalty through customer satisfaction of food and beverage
products of SMEs in Malaysia.

3.1.6 The Linkage among Promotion, Customer Satisfaction and Customer Loyalty

Promotion aims to establish relationship with customers to inform customers or affect customers’ attitude
(Pourdehghan, 2015). Attractive promotion can bring customers being interested in the offered products.
The promotion which is appropriate or even exceed with the real quality of product offered can make
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customers fell satisfy and customers will be loyal to the company. Promotion has a positive effect on
customer satisfaction and customer loyalty (Verma & Singh, 2017; Mustawadjuhaefa et al., 2017;
Sukamto & Lumintan, 2015).

Hab: Promotion has a positive effect on customer loyalty through customer satisfaction of food and bev-
erage products of SMEs in Malaysia.

3.1.7 The Linkage among Place, Customer Satisfaction and Customer Loyalty

Place is one of marketing mix elements that is directly linked to customer loyalty (Nuseir & Madanat,
2015). According to Pourdehghan (2015) “Good store-image not only attracts more attention, interests,
and contacts from potential consumers that also increases consumer satisfaction and positive word-to-
mouth”. Place has positive and significant impact on customer satisfaction and customer loyalty (Al
Muala & Al Qurneh, 2012; Wahab et al., 2016; Verma & Singh, 2017).

Hab: Place has a positive effect on customer loyalty through customer satisfaction of food and beverage
products SMEs in Malaysia.

3.1.8 The Linkage among Price, Customer Satisfaction and Customer Loyalty

Price is very important for customers and for companies because the pricing of a product affects customer
satisfaction and customer loyalty. The company intends to get adequate profits but at the same time, the
company does not intend to lose customers because of the higher prices (Auh and Johnson, 2005). Cus-
tomers who feel satisfy are willing to spend more but not compromise on products’ quality standards
(Nuseir & Madanat, 2015). This means price can influence the level of satisfaction among customers and
that satisfaction brings loyalty (Al Muala & Al Qurneh, 2012; Wahab et al., 2016; Sukamto & Lumintan,
2015).

Hab: Price has a positive effect on customer loyalty through customer satisfaction of food and beverage
products of SMEs in Malaysia.

3.1.9 The Linkage between Customer Satisfaction and Customer Loyalty

Every satisfied customer is supposed to spread the positive word of mouth to other people. Furthermore,
satisfaction is the main driver of loyalty and for that customer must be highly satisfied (Khadka & Ma-
harjan, 2017). Customer satisfaction measures customer feelings and expectations while customer loyalty
reflects purchasing behavior and future purchase commitments. More specifically, customer satisfaction
provides a basis for achieving customer loyalty. Some studies show that customer satisfaction has sig-
nificant impact on customer loyalty (Awan & Rehman, 2014, Igbal & Shah; 2016, Ganiyu, 2017, Nguyen
et al.; 2018).

Hs: Customer satisfaction has a positive effect on customer loyalty of food and beverage products of
SMEs in Malaysia.

4. Result

4.1 Demographic Profile

Table 1 presents the summary of the personal characteristics on the participants in this survey. As we can
observe from the results, 40% of the participants were male while 60% of them were female. In terms of
age, 76% of the participants were young people aged less than 25 years. Moreover, most of the partici-
pants were students and single. Other information are presented in Table 1 as follows,
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Table 1
Demographic Profile of Respondents

Demographic Options Frequency Percentage
Male 120 40%
Gender Female 180 60%
Total 300 100%
<25 229 76.3%
26-35 45 15%
36-45 18 6%
Age 46-55 6 2%
>56 2 0.7%
Total 300 100%
Student 205 68.3%
Entrepreneur 15 5%
Educator 20 6.7%
Occupation Staff 31 10.3%
Engineer 5 1.7%
Others 24 8%
Total 300 100%
Malay 171 57%
Indian 78 26%
Race Chinese 18 6%
Others 33 11%
Total 300 100%
High School Degree 104 34.7%
Bachelor 157 52.3%
Education Master 34 11.3%
Phd 5 1.7%
Total 300 100%
Single 263 87.7%
Marital Status Married 37 12.3%
Total 300 100%
0 children 269 89.7%
1 child 13 4.3%
Family Size 2 children 8 2.7%
> 2 children 10 3.3%
Total 300 100%
Ever Tasted Local Food and Beverage of SM Yes 300 100%
Es in No 0 0%
Malaysia Total 300 100%
Snack food 116 38.7%
Coffee 55 18.3%
Kind of Local Food and Beverage of SMEs in Chocolate 48 16%
Malaysia that Customers Tasted mostly Traditional food 53 17.7%
Others 28 9.3%
Total 300 100%

Source: Processed primary data from SPSS, 2018
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4.2 Descriptive Analysis

Descriptive analysis is used to analyze and learn about variables in this study which is obtained from
respondents’ response. The average score for product is 3.43, promotion is 3.16, place is 3.34, price is
3.22, customer satisfaction is 3.26, and customer loyalty is 3.18.

4.3 Hypothesis Test
4.3.1 Hypotheses test for direct effect

Hypothesis test in this research is measured based on significant value. Here the hypothesis test is for
direct effect. As shown on Table 2, significant value of all independent variables is under 0.05, which
means the hypotheses are accepted.

Table 2
Hypotheses Test of the Direct Effect
Hypothesis Significant Value Notes

Product has a positive effect on customer satisfaction (H1a) 0.000 Accepted
Promotion has a positive effect on customer satisfaction (H2a) 0.000 Accepted
Place has a positive effect on customer satisfaction (H3a) 0.000 Accepted
Price has a positive effect on customer satisfaction (H4a) 0.000 Accepted
Customer satisfaction has a positive effect on customer loyalty (HS) 0.019 Accepted

Source: primary data processed, 2018

4.3.2 Hypothesis test of indirect effect

Hypothesis test for indirect effect uses Sobel test. Sobel test is conducted to analyze whether there is a
mediation variable between independent variables and dependent variable or not. Hypothesis is accepted
if the calculation of Sobel test (z value) is higher 1.96. Moreover, to calculate z value conducts this
formula below:

Z=a—bwhere Sab=+b2 Sa? + a? Sh? + Sa? Sh?

Sab
where:
a = regression coefficient that represents effect of X toward Y
b = regression coefficient that represents effect of Y toward Z
Sa = standard error of a
Sb = standard error of b

According to the results of Table 3, all hypotheses are accepted.

Table 3
Hypothesis Test of Indirect Effect
Hypotheses Z Value Notes
Product has a positive effect on customer loyalty through customer satisfaction (H1b) 2.027401896 Accepted
Promotion has a positive effect on customer loyalty through customer satisfaction (H2b)  2.084260908 Accepted
Place has a positive effect on customer loyalty through customer satisfaction (H3b) 2.1277111 Accepted
Price has a positive effect on customer loyalty through customer satisfaction (H4b) 2.238417137 Accepted

Source: primary data processed, 2018

4.4. Path Analysis
4.4.1 Analysis of Structural Model 1

Analysis of structural model 1 aims to determine the effect of products, promotion, place, and price
toward customer satisfaction.
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Table 4
The results of analyzing the first model

Model 1 Unstandardized Standardized
Coefficients Coefficients
B Std. Error Beta t Sig.
Intercept .603 1.047 576 .565
Product 177 .042 185 4242 .000
Promotion 207 .044 224 4.741 .000
Place 202 .039 225 5.132 .000
Price .325 .045 351 7.202 .000

Source: Output of SPSS 20.0
Based on the results of Table 4, the structural model 1 of path analysis can be written as follows:

Y =0.185 X1 +0.224 X2 + 0.225 X3+ 0.351 X4 + el

Table 5

Determination Coefficient 1
Model R R? Adjusted R? Std. Error of the Estimate
1 .832 .693 .689 2.81169

Source: Output of SPSS 20.0

Furthermore, in calculating path coefficient (e) uses el =+v1 — RZ =+/1 — 0.6932 = 0.554. Based on
calculation of path coefficient, the structural model of path analysis can be known as follows:

Y =0.185 X1+ 0.224 X2+ 0.225 X3 + 0.351 X4+ 0.554 el
4.4.2. Analysis of Structural Model 2

Analysis of structural model 2 aims to determine the effect of customer satisfaction toward customer
loyalty.

Table 6
The results of analyzing the second model
Model 1 Unstandardized Standardized
Coefficients Coefficients
B Std. Error Beta t Sig.
Intercept -.400 1.244 -.322 748
Product 171 .051 167 3.349 .001
Promotion 232 .054 235 4318 .000
Place 142 .049 .148 2.916 .004
Price 228 .058 230 3.919 .000
Customer satisfaction 164 .069 153 2.368 .019

Source: Output of SPSS 20.0

Based on Table 3, the structural model 2 of path analysis can be written as follows:

Y=0.153Y +e2

Table 7

Determination Coefficient 2
Model R R? Adjusted R? Std. Error of the Estimate
2 789 .623 .617 3.34014

Source: Output of SPSS 20.0

Furthermore, in calculating path coefficient (e) uses this formula
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el =vV1— R2=+1- 0.6232=0.377
Based on calculation of path coefficient, the structural model 2 of path analysis can be known as follows:
Y =0.153Y +0.377 €2

The direct effect and indirect effects using path analysis can be seen in Table 8§ as follows,

Table 8

Direct effect and indirect effect
Variable Path coefficient Direct effect Indirect effect
Xi— Y 0.185
Xo—> Y 0.224
Xs—> Y 0.225
Xs— Y 0.351
Y - Z 0.153
Xi— Y— Z 0.185 x 0.153 = 0.028305
Xo— Y— Z 0.224 x 0.153 = 0.034272
X35> Y »7Z 0.225 x 0.153 = 0.034425
Xs—> Y o Z 0.351 x 0.153 = 0.053703
el 0.554
€2 0.377

Source: primary data processed, 2018
5. Discussion

Based on the findings of this research, all elements of marketing mix which are product, promotion,
place, and price have positive effects on customer satisfaction. For the direct effect, based on path anal-
ysis result, all marketing mix elements have positive effects on customer satisfaction. This result is in
line with previous studies namely Al Muala and Al Qurneh (2012), Kadhim et al. (2016), Bawa et al.
(2013), Sukamto and Lumintan (2015), Mustawadjuhaefa et al. (2017), Quang (2017), Wahab et al.
(2016), Alipour et al. (2018). In addition, customer satisfaction also influences on customer loyalty in
food and beverage of SMEs in Malaysia. This result is supported by previous studies such as Awan and
Rehman (2014), Igbal and Shah (2016), Ganiyu (2017) and Nguyen et al. (2018). For the indirect effect,
based on Sobel test calculation, all marketing mix elements have maintained positive effects on customer
loyalty through customer satisfaction in food and beverage products of SMEs in Malaysia. This result is
in line with previous studies namely Quang (2017), Wahab et al. (2016), Verma and Singh (2017). Fur-
thermore, both in direct and indirect effects, price has the most effect on customer satisfaction and cus-
tomer loyalty through customer satisfaction. This is followed by place, promotion and the last is product.
This means that SMEs of food and beverage products in Malaysia should give more attention on price
management strategy to improve customer satisfaction and customer loyalty. SMEs need to manage more
competitive and reasonable prices.

Consumers feel more satisfy with SMEs and even consumers can be loyal to SMEs if the prices offered
by SMEs are able to provide the best value for money. Then for place strategy, SMEs need to review the
location of the store, management of the distribution channel, and the delivery order services to consum-
ers. The location of the store must be strategic so that consumers can buy products easily. In addition,
SMEs also need to open a store in the rural region of Malaysia where the area is difficult for consumers
to find local products. Next, for promotion strategy, SMEs can be more active and attractive in conduct-
ing promotional activities such as giving discounts and coupons at events in Malaysia. Besides, SMEs
provide advertisements that are more informative, easy to understand and easy to attract customers to
buy products. Promotion activity also must be honest so that customers would not feel disappointed.
Even though the product has the lowest effect among the other three elements of marketing mix, SMEs
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still have to pay attention to effective and efficient product strategies. SMEs can produce food and bev-
erages that are tastier and fresher. Especially regarding packaging, SMEs should make packaging more
attractive than imported products. In addition, SMEs can develop innovations for local product variations.
Product, promotion, place and price give contribution to customer satisfaction about 68.9% while the rest
is affected by other variables which not included in this research. Moreover, customer satisfaction has a
positive effect on customer loyalty. The finding also shows that product, promotion, place and price have
positive effects on customer loyalty through customer satisfaction. Product, promotion, place, price and
customer satisfaction give effect on customer loyalty about 61.7% and the rest is affected by other vari-
ables which not included in this research.

6. Conclusion

Based on the result of this research which is linked with background of the study, problem statement,
research objectives and research questions, there are several things that can be concluded. For the direct
effect, marketing mix elements including product, promotion, place and price have had positive effects
on customer satisfaction of food and beverage products of SMEs in Malaysia. Customer satisfaction also
has maintained a positive effect on customer loyalty. Moreover, for the indirect effect, marketing mix
elements including product, promotion, place and price also have had positive effects on customer loyalty
through customer satisfaction in food and beverage products of SMEs at Malaysia. There is a mediation
effect among marketing mix elements toward customer satisfaction and customer loyalty. Price is the
primary focus of customers and SMEs have to pay especial attention on this item. Not only price but also
the other elements of SMEs should be improved to obtain customer satisfaction and also customer loy-
alty.

As further study, researchers may continue or develop this research by looking for other factors such as
service quality, customer value, and so on which can affect customer satisfaction and customer loyalty.
Besides, the marketing mix elements used in this research include only products, promotion, place and
price whereas there are other elements such as people, physical evidence and process to be considered in
other studies.
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