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Abstract

Tourism plays a significant role in regional economic
development, particularly through the contribution of small and
medium enterprises (SMEs) operating within tourism value
chains. This study aims to examine the role of customer
satisfaction in strengthening marketing performance outcomes,
specifically customer loyalty and brand image, within tourism-
based SMEs in Malang City. This research adopts a quantitative
approach using survey data collected from customers of tourism
SMEs in the souvenir sector. Data were analyzed using Partial
Least Squares Structural Equation Modeling (PLS-SEM) to
examine the relationships between promotion, service quality,
customer satisfaction, customer loyalty, and brand image. The
findings indicate that both promotion and service quality
significantly influence customer satisfaction. Furthermore,
customer satisfaction has a significant positive effect on
customer loyalty and brand image. These results suggest that
improving customer satisfaction is essential for enhancing
marketing performance and sustaining SME competitiveness in
tourism destinations. This study contributes to the literature by
reinforcing the role of customer satisfaction as a central
mechanism in tourism marketing and provides practical
implications for SME development strategies in Malang City.
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1. Introduction

Tourism has long been recognized as one of the most dynamic sectors contributing to regional
economic development, particularly in emerging economies where local economic structures
are highly dependent on service-based activities. According to the World Travel & Tourism
Council (2025), tourism contributes significantly to global GDP, employment, and local income
generation, making it a strategic sector in national and regional development agendas. In many
developing regions, tourism not only stimulates economic growth but also supports the
development of small and medium enterprises (SMEs), which act as key drivers of local

economic ecosystems.

In practice, tourism performance is commonly assessed using macro-level indicators such as
tourist arrivals, length of stay, and tourist expenditure. These indicators provide measurable
evidence of economic contributions and are widely used by policymakers to evaluate tourism
development outcomes (Alcala-Ordofiez et al., 2023; Surgawati et al., 2025). However, recent
studies have increasingly criticized the reliance on these aggregate indicators, arguing that
they tend to overlook important behavioral and micro-level mechanisms that sustain tourism

economies over time (Sun et al., 2025; Bhatt et al., 2024).
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One of the key limitations of traditional tourism evaluation frameworks is their inability to
capture how economic value is distributed and sustained at the local level. While increases in
tourist arrivals and spending may indicate growth, they do not necessarily guarantee long-
term economic benefits for local communities. Previous studies have shown that tourism
growth often leads to uneven economic distribution, particularly when local linkages are weak
and when SMEs struggle to capture value from tourism flows (Blake et al,, 2008; Vanhove,
2018).

This issue is particularly relevant in the context of tourism-based SMEs, which play a critical
role in delivering tourism experiences and products, especially in the souvenir sector. SMEs act
as intermediaries between tourists and local economies, providing goods and services that
reflect local culture and identity (Rasoolimanesh et al., 2021; Scheyvens & Biddulph, 2018).
However, these enterprises are highly vulnerable to fluctuations in tourist demand, seasonal
variations, and external shocks, making their sustainability a key concern in tourism
development (UN Tourism, 2023).

In response to these challenges, recent literature emphasizes the need to shift the focus of
tourism development from short-term growth toward long-term sustainability. Sustainable
tourism requires not only increasing tourist numbers but also ensuring stable demand, value
retention, and continuous engagement with local products (Font, 2022; UNWTO, 2022). Within
this context, understanding consumer behavior becomes increasingly important, as demand
sustainability is closely linked to how tourists perceive and experience products and services.

Consumer behavior in tourism is influenced by both cognitive and emotional processes, where
customer experiences play a central role in shaping satisfaction and subsequent behavioral
intentions (Hosany & Gilbert, 2019; Rather & Camilleri, 2019). Customer satisfaction is widely
recognized as a key determinant of behavioral outcomes such as loyalty, repeat purchase, and
word-of-mouth communication (Han & Hyun, 2020; Stylos et al., 2021). These behavioral
responses are critical for sustaining demand in tourism markets, particularly for SMEs that rely
heavily on repeat customers and recommendations.

Despite its importance, customer satisfaction is often treated as an endpoint variable in many
empirical studies, rather than as an active mechanism that influences broader market
outcomes (Hassan & Soliman, 2021; Rather et al., 2022). This limitation suggests that existing
research may not fully capture the role of satisfaction in shaping long-term market
performance and sustainability.
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In the context of Malang City, tourism has become a major economic driver, supported by a
large number of SMEs operating in various sectors, particularly in the production of local
souvenir products such as tempe chips and apple-based snacks. The city has experienced
significant growth in tourist visits, creating opportunities for SMEs to expand their market
reach. However, the sustainability of this growth depends not only on the number of visitors
but also on the ability of SMEs to maintain customer satisfaction and encourage repeat
consumption.

Customer satisfaction in tourism SMEs is influenced by multiple factors, including promotion
and service quality. Promotion helps create awareness and shape expectations, while service
quality determines the actual experience received by customers. When these factors are
effectively managed, they can lead to higher levels of satisfaction, which in turn influence
customer loyalty and brand perception.

Given this context, this study aims to examine the role of customer satisfaction in linking
marketing activities with marketing performance outcomes in tourism-based SMEs.
Specifically, the study investigates how promotion and service quality influence customer
satisfaction, and how satisfaction subsequently affects customer loyalty and brand image.

By focusing on tourism SMEs in Malang City, this study provides empirical insights into the role
of customer satisfaction in supporting marketing performance and business sustainability. The
findings are expected to contribute to the development of more effective SME strategies and
provide a basis for improving tourism development programs at the regional level.

2. Methods
This study employs a time-lagged sequential explanatory mixed-method design to
evaluate the effectiveness of tourism SME development interventions across two phases
(figure 2)
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Figure 2. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion
and service quality improvement programs implemented through SME development
initiatives. This phase examines the effects of promotion (X1) and service quality (X2) on



customer satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early
behavioral responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds
on Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-
over construct, representing accumulated consumer experience across phases.

. Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of
Intervention A, generate strong initial behavioral responses among customers of tourism-
based SMEs. Descriptive analysis shows that all variables are perceived at a high level,
with promotion (Mean = 4.07) and service quality (Mean = 4.02) reflecting positive
evaluations of marketing and service interventions. Customer satisfaction records a higher
mean score (4.17), indicating that customers experience a high level of fulfilment, while
customer loyalty also shows a strong level (Mean =4.01), suggesting the presence of repeat
purchase intention and recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension
within promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1. Descriptive Statistics

Variable Mean | Category
Promotion 4.07 | High
Service Quality 4.02 | High

Customer Satisfaction | 4.17 | High

Customer Loyalty 4.01 | High

Table 2. Measurement Model Evaluation

Construct AVE | Composite Reliability | Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer 0.879 0.941 0.930
Satisfaction




Customer Loyalty 0.795 0.928 0.914

The structural model results indicate strong explanatory power. Promotion and service
quality explain 71.5% of the variance in customer satisfaction (R? = 0.715), while promotion,
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R? = 0.706). The
model also demonstrates strong predictive relevance with a Q? value of 0.755, indicating a
high level of goodness of fit.

Table 3. Structural Model Results

Path B T-statistics | p-value | Result
Promotion — Loyalty 0.546 | 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015| 2.118 0.006 Supported
Service Quality — Loyalty -0.100 | 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 | 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 | 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 | 2.110 0.012 Supported
Service Quality — Customer Satisfaction — Loyalty | 0.398 | 2.747 0.006 Supported

The structural model results indicate that promotion and service quality play significant roles
in shaping early-stage customer behavioral responses. Promotion has a significant positive
effect on customer loyalty (§ = 0.546, p < 0.05), suggesting that promotional activities directly
influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty (f = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.

Furthermore, service quality demonstrates a strong and highly significant effect on customer
satisfaction (B = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (B = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct behavioral
response variable rather than a tested mediating construct. The relationships observed




indicate that both promotion and service quality contribute to shaping satisfaction and loyalty,
but the mediating mechanism is not formally examined in this phase.

Table 4. Phase 2 Descriptive Statistics

Variable Mean | Category
Digital Marketing 3.92 | High
Service Quality 3.94 | High

Customer Satisfaction | 3.81 | High

Brand Image 3.89 | High

The measurement model confirms strong validity and reliability across all constructs. Outer
loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong
indicator reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783,
confirming convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha
values are above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE | Composite Reliability | Cronbach’s Alpha
Digital Marketing 0.748 | 0.922 0.887
Service Quality 0.733 | 0.932 0.908
Customer Satisfaction | 0.779 | 0.913 0.858
Brand Image 0.783 | 0.915 0.861

The structural model demonstrates very strong explanatory power. The R? value for customer
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of
satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital marketing,
service quality, and satisfaction jointly explain 87.7% of brand perception. These values
indicate a highly predictive model. The predictive relevance is also very high, with a Q? value
of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient (B) | p-value | Result

Digital Marketing — Brand Image 0.263 0.009 Supported




Service Quality — Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported
Digital Marketing — Satisfaction — Brand Image | 0.159 0.027 Supported
Service Quality — Satisfaction — Brand Image | 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509)
and satisfaction - brand image (0.311) indicate that customer evaluation mechanisms are
central in shaping brand outcomes. This suggests that digital marketing alone is not sufficient;
its effectiveness depends on how it enhances customer satisfaction.

Discussion
The findings of this study indicate that customer satisfaction plays a crucial role in linking
marketing interventions with consumer behavior and broader market outcomes in tourism-
based SMEs. Overall, the results from the two phases reveal a progressive process in which
marketing efforts initially influence customer responses and subsequently evolve into more
complex outcomes such as loyalty and brand image.
In Phase 1, promotion and service quality are found to have a significant effect on customer
satisfaction and customer loyalty. Service quality, in particular, shows a strong influence on
satisfaction, suggesting that consumption experience is a key determinant in how customers
evaluate SME products. Furthermore, customer satisfaction significantly drives loyalty, as
reflected in repeat purchase intentions and customer recommendations. The presence of
strong word-of-mouth behavior also indicates that customers actively contribute to informal
promotion, extending the reach of marketing efforts beyond firm-controlled channels.
These findings are consistent with established marketing literature, which identifies customer
satisfaction as a primary determinant of loyalty. However, this study extends the discussion by
demonstrating that customer satisfaction functions not only as an outcome variable but also as
a mechanism that transforms marketing inputs into observable consumer behavior.
In Phase 2, the role of customer satisfaction becomes more advanced. Both digital marketing
and service quality significantly influence customer satisfaction, which in turn affects brand
image. This suggests that customer satisfaction not only drives behavioral outcomes but also
shapes consumer perceptions of the brand. Compared to Phase 1, satisfaction in this stage
becomes more cumulative and contributes to stronger market positioning.
From a micro-level perspective, these findings suggest that individual consumer behaviors—
such as repeat purchases and recommendations—can accumulate into broader economic
impacts. In this context, customer satisfaction can be conceptualized as behavioral capital,
which supports the sustainability of market demand. As positive customer experiences
accumulate, they create a self-reinforcing cycle of demand for SME products.
This mechanism is particularly relevant in tourism-based SMEs, where products are closely
linked to travel experiences. Satisfied customers are more likely to repurchase during future
visits and recommend products to other tourists, thereby indirectly expanding the market.
The implications of these findings also extend to the regional level. Economic sustainability is



not solely determined by tourist arrivals or spending, but also by how customer experiences
drive long-term demand. Therefore, customer satisfaction becomes a key factor in maintaining
local economic circulation, particularly within SME sectors.

From a managerial perspective, the study highlights the importance of service quality as a
primary driver of customer satisfaction. Promotion and digital marketing should function as
supporting tools that enhance and communicate the actual customer experience. The
integration of service quality and digital strategies is essential for building a strong and
consistent brand image.

From a policy standpoint, the findings suggest that SME development programs should be
designed in stages. Initial interventions may focus on improving service quality and promotion
to generate behavioral responses, followed by digital marketing initiatives to strengthen brand
image and market positioning.

Overall, this study demonstrates that customer satisfaction plays a strategic role in connecting
marketing activities with market sustainability. It should therefore be viewed not only as a
performance indicator but also as a key asset in supporting the long-term sustainability of
SMEs and regional economic development.

4. Conclusion

This study concludes that customer satisfaction plays a significant role in strengthening
marketing performance in tourism-based SMEs. Promotion and service quality significantly
influence customer satisfaction, which in turn affects customer loyalty and brand image.

The findings suggest that improving customer satisfaction is essential for enhancing
marketing effectiveness and ensuring business sustainability. SMEs should focus on
delivering high-quality service and implementing effective promotional strategies to create
positive customer experiences.

From a practical perspective, the study provides insights for SME owners and policymakers
to develop strategies that prioritize customer satisfaction as a key performance indicator in
tourism development.
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Evaluating Tourism SME Development Programs Through
Customer Satisfaction as Behavioral Capital: A Time-Lagged

Study in Malang City

Adbstraci

Tourism g:y: i smgmificant role in regions@] economic
development, particularly thiroigh the conmrd busion of smalland
mediumPRnterprises [SMES) opersting within tourism value
clains. This study sims o examine the role of cusbomer
=atisfaction in strengthening marketing performance Guicomes,
specifically customer loyalty and brand mage, within tourism-
haser] SMES in Malarg City. This resesrch adopts a guantatastive
app vEing survey data collected from customers af tourism
SMEs in the souvenir sector, Data were anafyzed using Partial
Lesst Sguares Structural Equation Hmldihg!..?.—ﬁill'_i Lo
examine the relatonships between promoton, service quallty,
otomer satisfaction, costomer loylky, H.mﬂl‘lllﬂ image. The
findings indicate that both promotion and service guality
significantly  influence  customer  satisfaction, Furthermore,
customer satsfacdtion has a significand  positive effecl on
custemer hoalty and brand image, These results supzest that
Impreving customer sgtsfcton s essential for enhancing
marketing performa ndl sistaining SME com peti iveness in
turism destinstions. This sty contribukes to the literoture by
reinforcing the rofe of cstomer satisfaction 85 @ contral
mechanisns I ourkn marketiog and  provides pracucal
implcations for SME development strategies in Malang City.

Article Info

Eeywords:

Cusinmer Sensfactim;

Bchavioral Caghwal.

Toursm SMEs

Markilieg Soctadnahiling; P gional
EcrHmesic Develpeen

T Lagped Study:

Malany Tity

?Intrnduﬂiun

Tourism has long bean recognized as one of the mest dymamic sectors contributing to regional
coonomic development, particularly (n emerging coonomiles where lacal economic stractures
are highly depemient on service-based sctvigies. Acconding (o tee Waorld Travel & Tour s
Council (20255, tourism contribates significantly to global GOP, employ ment and local inomme:
generation, making it a strabegic sector in national and regional development agencs:. In v
developing reglons. tourism not only stimeates economic growth but also suppaorts
develapment of small and medicm enterprises (SMEs), which act & key drivers of local
ECONOMIC coosysitms

In practice tourisen performance ia commonly assessed using macre-leve] indicators such az
tourist arrivals, lemgth of stay, and tourist expenditure. These indicaters provide measurabls
evidence of cconomic contributons and are widely used by poliomakers to evaluate tourism
development outcomes (Alcald-Orddfies er al, 2023 Surgawat et al, Z025), However, recent
stuclies have Inceeasingly cridcwed the rellance on these aggrepate indicators arguaing that
they tend o overlook important behavioral and micre-level mechanisms that sustain tourism
econamics over Eme [Sun obal, 2025; Bhate et al, 2024).

Ome of the key limimtions of traditfonal tourism evaluation frameworks t2 their inability
capture how economic value (£ distributed and sustained at the local bevel, While increases in
tourist arrivals and spending may indicate growth, they da not oecessanly guarantes bong-
term cconemic benefits for local communitics, Previous studies have shown that tourism




growth often leads te uneven cconomic distribuwtion, partoularly when local linkages are wizaly
and when SMEs :llruug]c b caplure walue From tourism {fows (Blake et al, 2008; Yanhowe,
2018,

This lssue is particalarly relevant in the context of tourism-based SMEs which play a critical
robe bn delivering bowi ism experisnces and products, espedally n the souvenir sector. SMEs act
as intermediaries between ourists and local econombes, providing goods and services that
reflect lacal eulmare and bdentity {Rasootimanesh et al, 2021 Scheyvers & Bhddulph, 2400 8]
Howsver, these enterprises are highly valnerable 10 fluctuatons in tourist demand, seasonal
vartations, and external shocks, malking their sustaipability a lkey concem in tourism
developmment (UN Towrdsm, 2023,

In response w0 these challenges, recent Hterature emphasizes the need to shift the focus of
tourism development fram short-term growth toward long-term sustainahbility. Sustainabbs
bewirisem requires not only increasing tourist noumbers bat aldo ensuring stable demand, valus
retention. and contnuous ergagement with local products [Font. 2022; BNWTO, 20221 Within
this conoext, understanding consumer behavior becames increaingly Important, as dessand
sustainahility s closely linked m how tosnsts pereeive and experience products and services.

Consumer behavior in §erism i infiuenced by both cognitive and emotienal processes, where
customer experiences play 4 central rale in skaping sacsfacion @nd subseguent karal
intentinns (Hosany & Gilbert, 20109; Rather & Camilleri. 2019, Costomer satefaction 15 whilely
recognized as a key determinant of behavioral outcomes such as lnvalty, repeat purchase, and
word-of-mewth communication (Ham & Hpun, 2020 Stylos of al, 2021}, These behavioral
responges are critical for sustining demand in tourism markets, particulady for SMEs that rely
heavily on regear customers and recommeidatsons,

Despite it importanoe, customer satiefaction (s often treated as an endpoint varlablo in many
emgirical studies, rather than as an active mechanism that influences breader market
oulcomes (Hassan & Soliman, 20021; Rather etal, 2022). This limitstion suggests that existing

research may mot Fully capture the role of sadisfaction in shaping kong-term market
performance smd sustainabil ity.
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Figure 1. Malang Tourim and SME Ecosysbem

In the context of Malany City, toorsm has become a mapr economae doiver, supported by a
large number of SMEs operating in various sectors, particatarly in the production: of local
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souvenir products such as tempe chips and apple-based snades The city bas expericneed
signiBicant growth in bourist visibs, creating opporlunities for SMEs to expand their muarket
resich. However, the sustainability of this growth depends not only on the number of visitors
but also on the ability of SMEs to maintaln custamer satsfacton and encourage repeat
Consumptan

Customer satisfaction In toursm SMEs & infiuenced by multiple factors, Including promotion
and service quakicy. Promotion helps create awarensss and shape expeciations, while serviee
quality determines the actual experience received by customers. When these factors are
effectively managed, they can lead to higher levels ol saticfaction, which in turn influenes
customer loyalty and brand pereeption,

Given this mnt-em,tnhm sy alme o examine the role of customer satisfaction in hnking
muarketing activities with marketing performance o mes in ourism-based EMEs,
Spedfically, the study investigabed how promotion and service quality influence cestomer
satisfaction, and how satisfaction subsequently affects customer leyalty and brand | mage.

By focusing on towriam SMEs in Malang City, this study provides em pirical inskghts inte the rola
af custamer satisfaction in supporting marketing perfor mance and business sustainability. The
findings are expected to contribute to the development of more effective SME stratepies and
provlde a basks for improving ourism develspment programs at the reglonal bewvel.

Methods

This study employs a time-lagged sequentsl explanalory. miked-method design o
evaiuale the effectiveness of tourem SME development interventions across two phases
(figure 2}
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Figura 2. Tima-Lagged Two-Phase Modsd for Evaluating Govarnment Intervantians in
Tourism-Based SMEs

Praae 1 (T1) & conducted afer Gowernment Intarvantion A, which foceses on promotion
and . sErvce qualily mmprovsemenl programs mplemendsd thmough SME  development
nitiatives. This phase examines the effects of promation (X1} and servica qualiy (X2] on
customer satlsfaction {(mediator) and sutsequenthy on customer loyalty (), capiuring sary
behavioral responses.




Phaze 2 (T2} ia conducted after a temporal inferval followng Sovernment intarvention B,
which emphasizes digitel marketing adoption and mare Engﬁming. This phase builds
on Phase 1 cutcomes by testing digital marketing (X1} and Serdca qualiy (32} on custkomear
salisfaction (medator) and brard image (7). Customer salisfaction s resled as & cany-
ovar construct, reprasanting sccurmulated corsumes aeparience across phases.

. Results and Discussion

The results of Phase 1 demonetrate thal promotion and service gqualty, as pai of
intervanton &, generate strong initial behavioral responses among customeare of tourigm-
based SMEs. Descriplive analysis shows that all varigbles are percened at a high level,
with promotion (Mean = 4.07} and service gualily (Mean = 4.02) reflecting posilve
evahialions of markeling and sernvice inenentions Customer safisfaction records a higher
mean soong (417 indcating thal cestomans axpanance a high keyel of uififrmant, while
customers yalty slso ehows a strong kevel [Mean = 4.01 ), suggesting the presence of repeat
purchass imendion and recommendation behavior

Al the indicotor vel customer engagement (£.17) emerges &% the sirorgest dimension
within promction, while assurance (4.32) dominatss servica quality, indica ting that frust and
perceived reliatdity are key divers of satslackon, Notably, word-of-mauth behavior (4.35)
records the highest scome across al indicators. suggesting that satsfisd customers activel)
recommend the product, signaling the esdy formation of behavioral capital,

Table 1. Descriptive Statistics
Variable Mgan Catagory

1
Fromedion 407 | High
| Service Quslity 402 | High

Customer Satisfacton | 417 | High

Customer Loyaly 401 |High

Table 2, Measurement Mods Evalualion

gmﬂmﬂ AVE  Compesite Reliability | Gronbach’s Alpha
Pramation 0.782 0.7 0.304
Sarvice Quality | 0.740 | 0,831 .82
Custemer 0.879 0,941 0.930
Satisfaction
Cusiomer Loysiy 0.7495 0,928 0214




The structural model results indicate etrong axplanstory power. Promotion and senvice
queality explain T1.5% of the variance in cusiomer satistacion (R =0, 715}, while promotion,
service gualty, and satisfaction jointly explain T06% of customer kwvalty (R* = §.708}. The
miadel S50 demonsirales sinong prediclive refevance with a 0° value of 0755, ndiciling a
high lavel of goodness of fiL

mlb 3. Structeral Mode! Resulls

Path B | T-statietica | p-value | Result
Promotion - Customer Satisfaction 0015 2118 0008 | Supported
Service Quality - Loyaly 0,100 | 2,390 0.007 Euppurhﬂ
Sarvice Quality - Customar Satsfaction 0.858 | 7.073 0000 | Supported
Cusiomer Satsfaction — Loyalty 0.458 | 2738 0005 | Supported
Proanintion - Cuslomer Satisfaction - Loyalty -0.007 | 2110 G012 g“l'—"lf'“"‘ﬂ'ﬂl
Service Quality = Cusiomer Satsfaction — Loyaltyy | 0398 | 2.747 0008 | Supported

The struciural model results incicate that promotion and serioe gquale iy significant roles

in shaping early-stage custemer behavioral responses. Promotion has 3 significant posikive
effect on customer loyalty [@ = 0.546, p < 005), suggesting that promotional activities directly
influence customess’ willingness W reparchase and recommencd the product

gﬂ'lt:« cuality also shows 2 significant effect on customer lovalky ({ = =0.100, p < 0.05],
Although the direction indicates & weaker and maere compéex relationship, this finding suggests
that service quality alone does not diroctly translate into lovelty without turther cestomer

evaluation processes,

Furthermore, service qualiny demonstrates a strong and highly slgnificant effect on customer
satlsfacbon [ = 0B5H, p < 0.001), ind that improvemets n service delivery

substantially enhanoe customer evahations. Costomer satisfaction, BPturn, has @ significant
pusitive effect on customer loyalty (f = 0455, p < 0405, confirming that satisfied customers
are more likely to axhibit repeat purchase behovior and recommeandation tendencles.

These resulis conlicm that, in Phase B, castomer <atisfyction lunctions as a dired behavioral
response variahle rather than a tested mediating copstruct. The refationships observed
indicate thar bath promaotion and service guality contribute to shaping =atisfaction and levaloy,
bt the mediating mechanizm is not formal by examined in this phase




Table 4. Phaza 2 Descripties Statistica

Variable Mean | Category |
Duigetal Market ng 382 | High
Service Quality 394 | High

Customer Salisfacton | 381 | High

Brand Image A.88 | High

ane measurement mode confirme Sirong validity and relmbility acrees all onstriass. Ouber
ladings range rom 0.BZ22 o 09240, sxceeding the threshold of 0070, indicating stoong
indicator reliability, Avermge noe Extracked (AVE] velues range from 0.733 to 0.783,
confirming convergent validity. Com posike reliability viglues exceed 0,290, and Cronbach's algfia
values are abmve (LBS. Indicating high Internal consistency.

Table &, Measurement Mode! Evaluabion (Phase Z)

|
Construct AVE | Composite Reliability | Cronbach’s Alpha

Digital Marketing 0748 | D.o22 OEET
i Sarvice Quality 0733 | Ga32 G808
i
| Cuslomer Satistacion | 0779 | 0L913 0ESE
|
| Bramnd knage 0783 | (k915 0uEEN
I

The etmactural model demonstrates very strong explanatory power @ml’ value for customer
satisfaction i5 0.839, indicating that digital marketing and service quality explain B3.5% of
satisfaction. Meanwhile, brand image records an R of RBT7, showing that digital marketing,
service guality, and satisfaction jintly explain B7.7% of brand perception. These valees
indicate a lighly predictive maodel. The predictive relevance i also very high, with a F value
ol 0980, confirming excellent madel it and strong predictive capahility

Tasble 6. Strucheral Model Resulls (Phase 2)
Relationship Coefficient (B) | p-value | Result

| Digital Marksting - Brand image 0263 0.008 | Supporad

Service Quality - Brand Image 0.357 0.001 | Suppored




I T
Customer Safisfaction -+ Brand Imaga 0.an 0.013 . Suppored
Digital Marketing -+ Customer Satisfacton D432 0.000 | Supportad
| Service Guality - Customer Satisfaction 0 508 0.000 | Supponed
Digital Markeding - Satisfaction - Brand Image | 0159 0027 | Suppored
i |
Sarvice Quality — Satsfaction - Brand Image 0135 0.043 i Suppotad

Tha results confinm trat both digital marketing and sarvice quality significantly influsnce
cusiomer satifaction and brand image, both directly and indireciiy. Customer satisfactinn
plays o partinl mediating role, strongthoning the effect of marketing varables on brand
perception, Importantly, the stronper coeffickents of service quality — satisfaction [0.509)
and satisfactbon = brand image (0.311) indcabe that custrmer evaluaion mechanizms are
central inshaping brand outcomes, This sug gfPa that digital marketing alone is not sufficient;
its effectivensss depends on how it enhances austomer setisfctson.

The findings of this stedy indicate that customer satisfaction plays & cruclal role in linkng
marketing interventiors with consumer bebavior and broader market sutcomes (o toursm-
haced SMEs (wverall, the results from the two phages reveal a progressive process in which
marketing efforts inibally influence custamer responses and subsequently svolve inkey mors
complex outcomes such as loyalty and brand image.

In Phase 1, promotion s service guality are found to have a significant effect on cestoner
satlafactbon and customer loyaliy. Service quality, in particular, shows & strong influence on
satisfadbon supgpesting that consum pion experience is 3 key determinant in how customens
valuate SME products. Furthermore, customer satisfaction signthcantly drives loyalty, as
reflected in repeat purchase intentions and customaor recommendations. The presence of
strong word -af-mouth behavior aléo indicates that customers actively contribute to informal
promation, extending the reach of marketing efforts beyond firmecontrolled channeds,

These findings are consistent with establ shed marketing literature, which identifies costomer
satisfaction as & primary decerminant of loyvalty, However, this stady extensis the discussion by
demuonstrati ng that customer salichsetion fusctions nobonly o an oulcame variable but also as
a mechanizm that Eransforms marketing Inputs into obserdable consumer behaviar,

InP 2. the role of cuvtonser satisfction beoomes more advapced. Both digita]l marketing
andd s2rvice qualiny sigaifcantly inffuence customer satsaction, which in wrn affects brand
image. This suggests that customer satisfacion not onky drives behavioral outcomes but also
shapes consumer perceptions of the braml. Compared to Phase 1, sstisfaction in this stage
becormes maore cumulative and centributes to stronger market positioning,

From a micro-leve] perspective, these Bmbings suggest thet individoal consumer bebaviors—
such s repeat purchases and recomimendations—can accamulate into broader econainic
Impacts. In this context, mustomer setisfaction can be concephmlized as belordoral capital,
which supports the sustainabitity of market demand. As positive customer experiences
avcumulate, they create a self-rei nforcing cycle of demand for SME producs.

This meechanizim is particulady relevant in wurism-based SMES, where products ave dlosely
linked to travel experiences. Satisfied customers are more likely o reparchase during future
vEitsand recommend products o other ourists, thereby ndirecty expanding the marker
The mplications of these findings alzo extend tothe reglonal level. Economic sustainability iz
nak solely determined by tourict arrivals or spending but alse by how customer experiences
irive long-term demand. Therefore, costomer satlsfaction becomes a key factor in maintaining
lseal soenomic circulation, particalarly within SME sectors,




From a mamagerial perspective, the study hlg]ﬂlghtﬁ-ﬁ importance of servios quality as a
prinaary driver of custnmer satisfaction Promoetion and digital marketing shoubd fuaction as
supporting tools that enhance and communicate the aciual customer experlence, The
integration of service quallty and digtal stretegies 5 essential for hotlding a strong and
consistent brand image, ﬁ

From a policy standpoint, findings suggest that sME development programs should ba
designed In stages. Initial interventions may foous on im proving servloe qualicy and promaotion
o generate behavioral vesporses, olhwed by digltal marketing inftiatives to strengthen brand
irnage a arket posithoning,

Derall, skudy demanstrmites that costomer satislaction plays 2 strategic mlein conrecting
marketing activities with market sustainabiigy, It shoald therefere be viewed not only a5 a
p-l:rlurﬂlm:l: mclicator but alio as a key mset in supporting the long-terin sustamability of
S0 Es and reglonsl eeonemic development,

4. Conclusion

p)
This sdy concludes fhat !ﬂ:bmm satisfaction plys a significant role in sggenpgthening
marketing performancs i ounsm-baged SMEs. Pronvotian and service qualiy signsficantly
influence customer satisfaction, wlich in tm affects cusbeimer lovalty and brand image.

The findings suggest that impeeeng customer satisfaction is esental for ethancing
miwksting effectivencss and ensunng business suskinabilny, SMEs shoukd focws on
delivering high-quality service and fmplementing effective promotional stmicgies (o cresats
PHSELVE CUSLOMET EXpriences,

%m 8 practical perspestive, the study provides iBsights for SME owners and policymakers
i develop strategies that priontize customer satisfaction as a key performance indsentor in
oz developowinl.
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\Evaluating Tourism SME Development Programs Through
Customer Satisfaction as Behavioral Capital: A Time-Lagged

Study in Malang City

Commented [R1]: The title is quite The title is highly
representative and clearly describes the main variables,
methodological approach, and research context. It meets
specific and unambiguous criteria.

Abstract

Tourism plays a significant role in regional economic
development, particularly through the contribution of small and
medium enterprises (SMEs) operating within tourism value
chains. This study aims to examine the role of customer
satisfaction in strengthening marketing performance outcomes,
specifically customer loyalty and brand image, within tourism-
based SMEs in Malang City. This research adopts a quantitative
approach using survey data collected from customers of tourism
SMEs in the souvenir sector. Data were analyzed using Partial
Least Squares Structural Equation Modeling (PLS-SEM) to
examine the relationships between promotion, service quality,
customer satisfaction, customer loyalty, and brand image. The
findings indicate that both promotion and service quality
significantly influence customer satisfaction. Furthermore,
customer satisfaction has a significant positive effect on
customer loyalty and brand image. These results suggest that
improving customer satisfaction is essential for enhancing
marketing performance and sustaining SME competitiveness in
tourism destinations. This study contributes to the literature by
reinforcing the role of customer satisfaction as a central
mechanism in tourism marketing and provides practical
implications for SME development strategies in Malang City.

Article Info Commented [R2]: The abstract is highly informative and
well-structured. It presents the aims, methods, results,
and contributions concisely yet concisely. Keywords are
relevant and support the article's indexability.

Keywords:
Customer Satisfaction;

Behavioral Capital;

Tourism SMEs;

Marketing Sustainability; Regional
Economic Development;
Time-Lagged Study;

Malang City

1.

Introduction

Commented [R3]: The introduction demonstrates high
academic quality with a systematic flow: from macro
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Tourism has long been recognized as one of the most dynamic sectors contributing to regional
economic development, particularly in emerging economies where local economic structures
are highly dependent on service-based activities. According to the World Travel & Tourism
Council (2025), tourism contributes significantly to global GDP, employment, and local income
generation, making it a strategic sector in national and regional development agendas. In many
developing regions, tourism not only stimulates economic growth but also supports the
development of small and medium enterprises (SMEs), which act as key drivers of local
economic ecosystems.

In practice, tourism performance is commonly assessed using macro-level indicators such as
tourist arrivals, length of stay, and tourist expenditure. These indicators provide measurable
evidence of economic contributions and are widely used by policymakers to evaluate tourism
development outcomes (Alcala-Ordéiiez et al., 2023; Surgawati et al,, 2025). However, recent
studies have increasingly criticized the reliance on these aggregate indicators, arguing that
they tend to overlook important behavioral and micro-level mechanisms that sustain tourism
economies over time (Sun et al.,, 2025; Bhatt et al.,, 2024).

One of the key limitations of traditional tourism evaluation frameworks is their inability to
capture how economic value is distributed and sustained at the local level. While increases in

(behavioral capital & microfoundations) are clearly
presented and supported by the latest literature.




tourist arrivals and spending may indicate growth, they do not necessarily guarantee long-
term economic benefits for local communities. Previous studies have shown that tourism
growth often leads to uneven economic distribution, particularly when local linkages are weak
and when SMEs struggle to capture value from tourism flows (Blake et al., 2008; Vanhove,
2018).

This issue is particularly relevant in the context of tourism-based SMEs, which play a critical
role in delivering tourism experiences and products, especially in the souvenir sector. SMEs act
as intermediaries between tourists and local economies, providing goods and services that
reflect local culture and identity (Rasoolimanesh et al.,, 2021; Scheyvens & Biddulph, 2018).
However, these enterprises are highly vulnerable to fluctuations in tourist demand, seasonal
variations, and external shocks, making their sustainability a key concern in tourism
development (UN Tourism, 2023).

In response to these challenges, recent literature emphasizes the need to shift the focus of
tourism development from short-term growth toward long-term sustainability. Sustainable
tourism requires not only increasing tourist numbers but also ensuring stable demand, value
retention, and continuous engagement with local products (Font, 2022; UNWTO, 2022). Within
this context, understanding consumer behavior becomes increasingly important, as demand
sustainability is closely linked to how tourists perceive and experience products and services.

Consumer behavior in tourism is influenced by both cognitive and emotional processes, where
customer experiences play a central role in shaping satisfaction and subsequent behavioral
intentions (Hosany & Gilbert, 2019; Rather & Camilleri, 2019). Customer satisfaction is widely
recognized as a key determinant of behavioral outcomes such as loyalty, repeat purchase, and
word-of-mouth communication (Han & Hyun, 2020; Stylos et al,, 2021). These behavioral
responses are critical for sustaining demand in tourism markets, particularly for SMEs that rely
heavily on repeat customers and recommendations.

Despite its importance, customer satisfaction is often treated as an endpoint variable in many
empirical studies, rather than as an active mechanism that influences broader market
outcomes (Hassan & Soliman, 2021; Rather et al., 2022). This limitation suggests that existing
research may not fully capture the role of satisfaction in shaping long-term market
performance and sustainability.
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[Figure 1. Malang Tourism and SME Ecosystem
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2,

In the context of Malang City, tourism has become a major economic driver, supported by a
large number of SMEs operating in various sectors, particularly in the production of local
souvenir products such as tempe chips and apple-based snacks. The city has experienced
significant growth in tourist visits, creating opportunities for SMEs to expand their market
reach. However, the sustainability of this growth depends not only on the number of visitors
but also on the ability of SMEs to maintain customer satisfaction and encourage repeat
consumption.

Customer satisfaction in tourism SMEs is influenced by multiple factors, including promotion
and service quality. Promotion helps create awareness and shape expectations, while service
quality determines the actual experience received by customers. When these factors are
effectively managed, they can lead to higher levels of satisfaction, which in turn influence
customer loyalty and brand perception.

Given this context, this study aims to examine the role of customer satisfaction in linking
marketing activities with marketing performance outcomes in tourism-based SMEs.
Specifically, the study investigates how promotion and service quality influence customer
satisfaction, and how satisfaction subsequently affects customer loyalty and brand image.

By focusing on tourism SMEs in Malang City, this study provides empirical insights into the role
of customer satisfaction in supporting marketing performance and business sustainability. The
findings are expected to contribute to the development of more effective SME strategies and
provide a basis for improving tourism development programs at the regional level.

Methods

This study employs a time-lagged sequential explanatory mixed-method design to
evaluate the effectiveness of tourism SME development interventions across two phases
(figure 2)
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[Figure 2\. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion
and service quality improvement programs implemented through SME development
initiatives. This phase examines the effects of promotion (X1) and service quality (X2) on
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3.

customer satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early
behavioral responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds
on Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-
over construct, representing accumulated consumer experience across phases.

Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of
Intervention A, generate strong initial behavioral responses among customers of tourism-
based SMEs. Descriptive analysis shows that all variables are perceived at a high level,
with promotion (Mean = 4.07) and service quality (Mean = 4.02) reflecting positive
evaluations of marketing and service interventions. Customer satisfaction records a higher
mean score (4.17), indicating that customers experience a high level of fulfillment, while
customer loyalty also shows a strong level (Mean =4.01), suggesting the presence of repeat
purchase intention and recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension
within promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1|. Descriptive Statistics

Variable Mean | Category
Promotion 4.07 | High
Service Quality 4.02 | High

Customer Satisfaction | 4.17 | High

Customer Loyalty 4.01 | High

Table 2. [Measurement Model Evaluation

Construct AVE | Composite Reliability | Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer 0.879 0.941 0.930
Satisfaction

Commented [R7]: The results are presented
systematically and well-structured, supported by robust
statistical analysis. The discussion integrates the results
with theory and develops a clear conceptual model.

Commented [R8]: The table is neatly organized and
informative. However, there are still some areas that
could be improved in terms of formatting consistency and
simplifying the presentation to better suit journal
templates.

Commented [R9]: The table is neatly organized and
informative. However, there are still some areas that
could be improved in terms of formatting consistency and
simplifying the presentation to better suit journal
templates.




Customer Loyalty 0.795 0.928 0.914

The structural model results indicate strong explanatory power. Promotion and service
quality explain 71.5% of the variance in customer satisfaction (R = 0.715), while promotion,
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R? = 0.706). The
model also demonstrates strong predictive relevance with a Q? value of 0.755, indicating a
high level of goodness of fit.

Table 3. Structural Model Results

Commented [R10]: The table is neatly organized and
informative. However, there are still some areas that
could be improved in terms of formatting consistency and
simplifying the presentation to better suit journal
templates.

Path B T-statistics | p-value | Result
Promotion — Loyalty 0.546 | 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015|2.118 0.006 Supported
Service Quality — Loyalty -0.100 | 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 | 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 | 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 | 2.110 0.012 Supported
Service Quality — Customer Satisfaction — Loyalty | 0.398 | 2.747 0.006 Supported

The structural model results indicate that promotion and service quality play significant roles
in shaping early-stage customer behavioral responses. Promotion has a significant positive
effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities directly
influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty (f = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.

Furthermore, service quality demonstrates a strong and highly significant effect on customer
satisfaction (B = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty ( = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct behavioral
response variable rather than a tested mediating construct. The relationships observed



indicate that both promotion and service quality contribute to shaping satisfaction and loyalty,
but the mediating mechanism is not formally examined in this phase.

[Table 4. }Phase 2 Descriptive Statistics

Variable Mean | Category
Digital Marketing 3.92 | High
Service Quality 3.94 | High

Customer Satisfaction | 3.81 | High

Brand Image 3.89 | High

The measurement model confirms strong validity and reliability across all constructs. Outer
loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong
indicator reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783,
confirming convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha
values are above 0.85, indicating high internal consistency.

Table 5. ]Measurement Model Evaluation (Phase 2)

Construct AVE | Composite Reliability | Cronbach’s Alpha
Digital Marketing 0.748 | 0.922 0.887
Service Quality 0.733 | 0.932 0.908
Customer Satisfaction | 0.779 | 0.913 0.858
Brand Image 0.783 | 0.915 0.861

The structural model demonstrates very strong explanatory power. The R? value for customer
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of
satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital marketing,
service quality, and satisfaction jointly explain 87.7% of brand perception. These values
indicate a highly predictive model. The predictive relevance is also very high, with a QZ value
of 0.980, confirming excellent model fit and strong predictive capability.

Table 6l Structural Model Results (Phase 2)

Relationship Coefficient (B) | p-value | Result

Digital Marketing — Brand Image 0.263 0.009 Supported
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Service Quality — Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported
Digital Marketing — Satisfaction — Brand Image | 0.159 0.027 Supported
Service Quality — Satisfaction — Brand Image | 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509)
and satisfaction - brand image (0.311) indicate that customer evaluation mechanisms are
central in shaping brand outcomes. This suggests that digital marketing alone is not sufficient;
its effectiveness depends on how it enhances customer satisfaction.

Discussion
The findings of this study indicate that customer satisfaction plays a crucial role in linking
marketing interventions with consumer behavior and broader market outcomes in tourism-
based SMEs. Overall, the results from the two phases reveal a progressive process in which
marketing efforts initially influence customer responses and subsequently evolve into more
complex outcomes such as loyalty and brand image.
In Phase 1, promotion and service quality are found to have a significant effect on customer
satisfaction and customer loyalty. Service quality, in particular, shows a strong influence on
satisfaction, suggesting that consumption experience is a key determinant in how customers
evaluate SME products. Furthermore, customer satisfaction significantly drives loyalty, as
reflected in repeat purchase intentions and customer recommendations. The presence of
strong word-of-mouth behavior also indicates that customers actively contribute to informal
promotion, extending the reach of marketing efforts beyond firm-controlled channels.
These findings are consistent with established marketing literature, which identifies customer
satisfaction as a primary determinant of loyalty. However, this study extends the discussion by
demonstrating that customer satisfaction functions not only as an outcome variable but also as
a mechanism that transforms marketing inputs into observable consumer behavior.
In Phase 2, the role of customer satisfaction becomes more advanced. Both digital marketing
and service quality significantly influence customer satisfaction, which in turn affects brand
image. This suggests that customer satisfaction not only drives behavioral outcomes but also
shapes consumer perceptions of the brand. Compared to Phase 1, satisfaction in this stage
becomes more cumulative and contributes to stronger market positioning.
From a micro-level perspective, these findings suggest that individual consumer behaviors—
such as repeat purchases and recommendations—can accumulate into broader economic
impacts. In this context, customer satisfaction can be conceptualized as behavioral capital,
which supports the sustainability of market demand. As positive customer experiences
accumulate, they create a self-reinforcing cycle of demand for SME products.
This mechanism is particularly relevant in tourism-based SMEs, where products are closely
linked to travel experiences. Satisfied customers are more likely to repurchase during future
visits and recommend products to other tourists, thereby indirectly expanding the market.
The implications of these findings also extend to the regional level. Economic sustainability is



not solely determined by tourist arrivals or spending, but also by how customer experiences
drive long-term demand. Therefore, customer satisfaction becomes a key factor in maintaining
local economic circulation, particularly within SME sectors.

From a managerial perspective, the study highlights the importance of service quality as a
primary driver of customer satisfaction. Promotion and digital marketing should function as
supporting tools that enhance and communicate the actual customer experience. The
integration of service quality and digital strategies is essential for building a strong and
consistent brand image.

From a policy standpoint, the findings suggest that SME development programs should be
designed in stages. Initial interventions may focus on improving service quality and promotion
to generate behavioral responses, followed by digital marketing initiatives to strengthen brand
image and market positioning.

Overall, this study demonstrates that customer satisfaction plays a strategic role in connecting
marketing activities with market sustainability. It should therefore be viewed not only as a
performance indicator but also as a key asset in supporting the long-term sustainability of
SMEs and regional economic development.

4. [Conclusion‘

This study concludes that customer satisfaction plays a significant role in strengthening
marketing performance in tourism-based SMEs. Promotion and service quality significantly
influence customer satisfaction, which in turn affects customer loyalty and brand image.

The findings suggest that improving customer satisfaction is essential for enhancing
marketing effectiveness and ensuring business sustainability. SMEs should focus on
delivering high-quality service and implementing effective promotional strategies to create
positive customer experiences.

From a practical perspective, the study provides insights for SME owners and policymakers
to develop strategies that prioritize customer satisfaction as a key performance indicator in
tourism development.

Acknowledgments

The authors would like to express their sincere gratitude to all respondents who
participated in this study and to the tourism-based SMEs in Malang City for their cooperation
and support during the data collection process. The authors also acknowledge the institutional
support provided by Universitas Widya Gama Malang in facilitating this research.

Funding
This research received no external funding and was conducted independently by the
authors.

Conflict Of Interest
The authors declare that there is no conflict of interest regarding the publication of this
paper.

Data Availability

The data that support the findings of this study are available from the corresponding author
upon reasonable request. The data are not publicly available due to privacy and confidentiality
considerations.

Author Contributions

Commented [R14]: The conclusion has addressed the
research objectives and confirmed the main contributions.
However, it has not explicitly outlined the study's
limitations and directions for further research.




All authors contributed equally to the research. Conceptualization, methodology, data
collection, formal analysis, and writing—original draft preparation were conducted
collaboratively. Writing—review and editing, as well as supervision and validation of the
research process, were also carried out jointly by all authors. All authors have read and
agreed to the published version of the manuscript.

References

Alcala-Ordofiez, A., Brida, J. G., Cardenas-Garcia, P. J., & Veronica, V. (2023). Tourism and
economic development: a panel data analysis for island countries. European Journal of
Tourism Research, 36, 3615. https://doi.org/10.54055/ejtr.v36i.3308

Ali, F., Rasoolimanesh, S. M., Sarstedt, M., Ringle, C. M., & Ryu, K. (2021). An assessment of the
use of partial least squares structural equation modeling in hospitality research.
International Journal of Contemporary Hospitality Management.
https://doi.org/10.1108/IJCHM-10-2020-1180

Bhatt, K., Seabra, C., Kumar, J., Ashutosh, K., & Kabia, S. K. (2024). Tourism-Led Inclusive Growth
in Emerging and Developing Economies: A Systematic Literature review. SAGE Open,
14(2). https://doi.org/10.1177/21582440241252516

Blake, A., Arbache, J. S., Sinclair, M. T., & Teles, V. (2008). Tourism and poverty relief. Annals of
Tourism Research, 35(1), 107-126.

Chiu, W., Zeng, S., & Cheng, P. S. T. (2020). The influence of destination image and tourist
satisfaction on loyalty: A case study of international tourists. Tourism Review.
https://doi.org/10.1108/TR-02-2019-0051

Felin, T., Foss, N. J., & Ployhart, R. E. (2020). The microfoundations movement in strategy and
organization  theory. Academy of Management Annals, 14(1), 1-34.
https://doi.org/10.5465/annals.2018.0124

Font, X., & McCabe, S. (2017). Sustainability and marketing in tourism: Its contexts, paradoxes,
approaches, challenges and potential. Journal of sustainable tourism, 25(7), 869-883.

Foss, N. J., & Pedersen, T. (2019). Microfoundations in strategy research. Strategic Organization,
17(4), 543-556. https://doi.org/10.1177/1476127019874564

Gijsbers, 1., & Gonzalez Gutierrez de Leon, A. (2019). Responsible Tourism: Using Tourism for
Sustainable Development.

Han, H., & Hyun, S. S. (2020). Impact of hotel-restaurant image and quality of physical-
environment, service, and food on satisfaction and intention. International Journal of
Hospitality Management, 63, 82-92. https://doi.org/10.1016/j.ijhm.2017.03.006

Hassan, S. B., & Soliman, M. (2021). The influence of customer engagement on brand trust and
loyalty in  tourism. Journal of Hospitality and Tourism Insights.
https://doi.org/10.1108/JHTI-07-2020-0124

Hosany, S., & Gilbert, D. (2019). Measuring tourists’ emotional experiences toward hedonic
holiday destinations. Journal of Travel Research.
https://doi.org/10.1177/0047287519840847

Hult, G. T. M., Morgeson, F. V., Morgan, N. A, Mithas, S., & Fornell, C. (2020). Do managers know
what their customers think and why it matters. Journal of the Academy of Marketing
Science, 48(1), 37—-54. https://doi.org/10.1007/s11747-019-00683-7

Kim, M., & Thapa, B. (2020). Perceived value and flow experience: Application in a nature-based
tourism context. Sustainability, 12(2), 693. https://doi.org/10.3390/su12020693
Kozlenkova, I. V., Samaha, S. A., & Palmatier, R. W. (2021). Resource-based theory in marketing.

Journal  of the Academy of Marketing Science, 49(1), 1-24.
https://doi.org/10.1007/s11747-020-00746-6
Pandey, A., & Joshi, Y. (2021). Influence of experience quality on tourist satisfaction and
behavioral intentions. Sustainability, 13(6), 3260. https://doi.org/10.3390/su13063260
Prayag, G., Hosany, S., Muskat, B., & Del Chiappa, G. (2020). Understanding the relationships
between tourists’ emotional experiences, perceived overall image, satisfaction, and

Commented [R15]: References are very adequate in
terms of number, recency, and relevance. The use of APA
style is consistent and demonstrates a strong connection
to international literature.



https://doi.org/10.54055/ejtr.v36i.3308
https://doi.org/10.1108/IJCHM-10-2020-1180
https://doi.org/10.1177/21582440241252516
https://doi.org/10.1108/TR-02-2019-0051
https://doi.org/10.5465/annals.2018.0124
https://doi.org/10.1177/1476127019874564
https://doi.org/10.1016/j.ijhm.2017.03.006
https://doi.org/10.1108/JHTI-07-2020-0124
https://doi.org/10.1177/0047287519840847
https://doi.org/10.1007/s11747-019-00683-7
https://doi.org/10.3390/su12020693
https://doi.org/10.1007/s11747-020-00746-6
https://doi.org/10.3390/su13063260

intention to recommend. Journal of Travel Research.
https://doi.org/10.1177/0047287519833387

Prebensen, N. K., & Xie, J. (2021). Efficacy of co-creation and mastering on perceived value and
satisfaction in tourism. Journal of Travel Research.
https://doi.org/10.1177/0047287520903967

Radar Malang. (2023). Dorong produk UMKM lokal Kota Malang masuk mal.
https://radarmalang.jawapos.com/ekonomi-bisnis/2508280066/dorong-produk-
umkm-lokal-kota-malang-masuk-mal

Rasoolimanesh, S. M., Seyfi, S., Hall, C. M., & Hatamifar, P. (2021). Understanding memorable
tourism experiences and behavioural intentions of heritage tourists. Journal of Destination
Marketing & Management, 21, 100621.

Rather, R. A., & Camilleri, M. A. (2019). The effects of service quality and consumer-brand value
congruity on hospitality brand loyalty. International Journal of Contemporary Hospitality
Management. https://doi.org/10.1108/IJCHM-06-2018-0471

Rather, R. A. (2020). Customer experience and engagement in tourism: A review and research
agenda. Journal of Hospitality and Tourism Insights. https://doi.org/10.1108/JHTI-09-
2019-0110

Rather, R. A, Hollebeek, L. D., & Rasoolimanesh, S. M. (2022). First-time versus repeat tourists:
The role of destination image and satisfaction in loyalty formation. Journal of Travel
Research. https://doi.org/10.1177/00472875211011289

Scheyvens, R., & Biddulph, R. (2017). Inclusive tourism development. Tourism Geographies, 20(4),
589-609. https://doi.org/10.1080/14616688.2017.1381985

Sharma, P., & Nayak, J. K. (2020). Testing the role of tourists’ emotional experiences in
predicting destination loyalty. Tourism Management Perspectives, 34, 100668.
https://doi.org/10.1016/j.tmp.2020.100668

Stylos, N., Vassiliadis, C. A., Bellou, V., & Andronikidis, A. (2021). Destination images, holistic
images, and personal normative beliefs: Predictors of behavioral intentions. Tourism
Management. https://doi.org/10.1016/j.tourman.2020.104211

Surgawati, 1., Darma, S., Putra, A. M., Sarifudin, S., Ariani, M., Ashari, I., & Darma, D. C. (2025).
Dissecting the Economics of Tourism and Its Influencing Variables—Facts on the National
Capital City (IKN). Tourism and Hospitality, 6(3), 125.
https://doi.org/10.3390/tourhosp6030125

Sun, Z., Liu, L., Pan, R., Wang, Y., & Zhang, B. (2025). Tourism and economic growth: The role of
institutional quality. International Review of Economics & Finance, 98, 103913.
https://doi.org/10.1016/j.iref.2025.103913

Suryani, T., & Wibowo, A. (2020). Perkembangan wisata belanja oleh-oleh makanan di Kota
Malang.https://www.researchgate.net/publication/343183017_Perkembangan_Wisata
_Belanja_Oleh-Oleh_Makanan_di_Kota_Malang

TIMES Indonesia. (2025). Wisata Kota Malang kontribusi besar ke pendapatan daerah tembus
Rp246miliar.https://timesindonesia.co.id/ekonomi/585511/wisata-kota-malang-
kontribusi-besar-ke-pendapatan-daerah-tembus-rp246-miliar.

Universitas Muhammadiyah Malang. (2022). Analisis perkembangan UMKM di Kota Malang
(Institutional repository). https://eprints.umm.ac.id/5437/2/BAB%20I.pdf

UN Tourism. (2023). Tourism and SMEs: Supporting Inclusive Recovery. UN Tourism News.
untourism.int

Vanhove, N. (2018). The Economics of Tourism Destinations: Theory and practice.
https://www.amazon.com/Economics-Tourism-Destinations-Theory-
Practice/dp/1351263803

World Tourism Organization. (2022). G20 Bali Guidelines for Strengthening Communities and
MSMEs as Tourism Transformation Agents — A People-Centered Recovery. UN Tourism.
€-unwto.org

World Travel & Tourism Council. (2025). Travel & tourism economic impact report 2025.
https://wttc.org/research/economic-impact?



https://doi.org/10.1177/0047287519833387
https://doi.org/10.1177/0047287520903967
https://radarmalang.jawapos.com/ekonomi-bisnis/2508280066/dorong-produk-umkm-lokal-kota-malang-masuk-mal
https://radarmalang.jawapos.com/ekonomi-bisnis/2508280066/dorong-produk-umkm-lokal-kota-malang-masuk-mal
https://doi.org/10.1108/IJCHM-06-2018-0471
https://doi.org/10.1108/JHTI-09-2019-0110
https://doi.org/10.1108/JHTI-09-2019-0110
https://doi.org/10.1177/00472875211011289
https://doi.org/10.1080/14616688.2017.1381985
https://doi.org/10.1016/j.tmp.2020.100668
https://doi.org/10.1016/j.tourman.2020.104211
https://doi.org/10.3390/tourhosp6030125
https://doi.org/10.1016/j.iref.2025.103913
https://www.researchgate.net/publication/343183017_Perkembangan_Wisata_Belanja_Oleh-Oleh_Makanan_di_Kota_Malang
https://www.researchgate.net/publication/343183017_Perkembangan_Wisata_Belanja_Oleh-Oleh_Makanan_di_Kota_Malang
https://timesindonesia.co.id/ekonomi/585511/wisata-kota-malang-kontribusi-besar-ke-pendapatan-daerah-tembus-rp246-miliar
https://timesindonesia.co.id/ekonomi/585511/wisata-kota-malang-kontribusi-besar-ke-pendapatan-daerah-tembus-rp246-miliar
https://eprints.umm.ac.id/5437/2/BAB%20I.pdf
https://www.amazon.com/Economics-Tourism-Destinations-Theory-Practice/dp/1351263803
https://www.amazon.com/Economics-Tourism-Destinations-Theory-Practice/dp/1351263803
http://e-unwto.org/
https://wttc.org/research/economic-impact




Reviewer Comments 2 Stage Round 1

\Evaluating Tourism SME Development Programs Through
Customer Satisfaction as Behavioral Capital: A Time-Lagged

Study in Malang Cit}ﬂ
Abst}‘act[ — : . _Article Info
Tourism plays a significant role in regional economic Keywords:

development, particularly through the contribution of small and
medium enterprises (SMEs) operating within tourism value
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satisfaction in strengthening marketing performance outcomes,
specifically customer loyalty and brand image, within tourism-
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improving customer satisfaction is essential for enhancing
marketing performance and sustaining SME competitiveness in
tourism destinations. This study contributes to the literature by
reinforcing the role of customer satisfaction as a central
mechanism in tourism marketing and provides practical
implications for SME development strategies in Malang City.

Customer Satisfaction;

Behavioral Capital;

Tourism SMEs;

Marketing Sustainability; Regional
Economic Development;
Time-Lagged Study;

Malang City

1.

Introduction

Tourism has long been recognized as one of the most dynamic sectors contributing to regional
economic development, particularly in emerging economies where local economic structures
are highly dependent on service-based activities. According to the World Travel & Tourism
Council (2025), tourism contributes significantly to global GDP, employment, and local income
generation, making it a strategic sector in national and regional development agendas. In many
developing regions, tourism not only stimulates economic growth but also supports the
development of small and medium enterprises (SMEs), which act as key drivers of local
economic ecosystems.

In practice, tourism performance is commonly assessed using macro-level indicators such as
tourist arrivals, length of stay, and tourist expenditure. These indicators provide measurable
evidence of economic contributions and are widely used by policymakers to evaluate tourism
development outcomes (Alcala-Ordéiiez et al., 2023; Surgawati et al,, 2025). However, recent
studies have increasingly criticized the reliance on these aggregate indicators, arguing that
they tend to overlook important behavioral and micro-level mechanisms that sustain tourism
economies over time (Sun et al.,, 2025; Bhatt et al.,, 2024).

One of the key limitations of traditional tourism evaluation frameworks is their inability to
capture how economic value is distributed and sustained at the local level. While increases in
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tourist arrivals and spending may indicate growth, they do not necessarily guarantee long-
term economic benefits for local communities. Previous studies have shown that tourism
growth often leads to uneven economic distribution, particularly when local linkages are weak
and when SMEs struggle to capture value from tourism flows (Blake et al., 2008; Vanhove,
2018).

This issue is particularly relevant in the context of tourism-based SMEs, which play a critical
role in delivering tourism experiences and products, especially in the souvenir sector. SMEs act
as intermediaries between tourists and local economies, providing goods and services that
reflect local culture and identity (Rasoolimanesh et al.,, 2021; Scheyvens & Biddulph, 2018).
However, these enterprises are highly vulnerable to fluctuations in tourist demand, seasonal
variations, and external shocks, making their sustainability a key concern in tourism
development (UN Tourism, 2023).

In response to these challenges, recent literature emphasizes the need to shift the focus of
tourism development from short-term growth toward long-term sustainability. Sustainable
tourism requires not only increasing tourist numbers but also ensuring stable demand, value
retention, and continuous engagement with local products (Font, 2022; UNWTO, 2022). Within
this context, understanding consumer behavior becomes increasingly important, as demand
sustainability is closely linked to how tourists perceive and experience products and services.

Consumer behavior in tourism is influenced by both cognitive and emotional processes, where
customer experiences play a central role in shaping satisfaction and subsequent behavioral
intentions (Hosany & Gilbert, 2019; Rather & Camilleri, 2019). Customer satisfaction is widely
recognized as a key determinant of behavioral outcomes such as loyalty, repeat purchase, and
word-of-mouth communication (Han & Hyun, 2020; Stylos et al,, 2021). These behavioral
responses are critical for sustaining demand in tourism markets, particularly for SMEs that rely
heavily on repeat customers and recommendations.

Despite its importance, customer satisfaction is often treated as an endpoint variable in many
empirical studies, rather than as an active mechanism that influences broader market
outcomes (Hassan & Soliman, 2021; Rather et al., 2022). This limitation suggests that existing
research may not fully capture the role of satisfaction in shaping long-term market
performance and sustainability.
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2,

In the context of Malang City, tourism has become a major economic driver, supported by a
large number of SMEs operating in various sectors, particularly in the production of local
souvenir products such as tempe chips and apple-based snacks. The city has experienced
significant growth in tourist visits, creating opportunities for SMEs to expand their market
reach. However, the sustainability of this growth depends not only on the number of visitors
but also on the ability of SMEs to maintain customer satisfaction and encourage repeat
consumption.

Customer satisfaction in tourism SMEs is influenced by multiple factors, including promotion
and service quality. Promotion helps create awareness and shape expectations, while service
quality determines the actual experience received by customers. When these factors are
effectively managed, they can lead to higher levels of satisfaction, which in turn influence
customer loyalty and brand perception.

Given this context, this study aims to examine the role of customer satisfaction in linking
marketing activities with marketing performance outcomes in tourism-based SMEs.
Specifically, the study investigates how promotion and service quality influence customer
satisfaction, and how satisfaction subsequently affects customer loyalty and brand image.

By focusing on tourism SMEs in Malang City, this study provides empirical insights into the role
of customer satisfaction in supporting marketing performance and business sustainability. The
findings are expected to contribute to the development of more effective SME strategies and
provide a basis for improving tourism development programs at the regional level.

Methods

This study employs a time-lagged sequential explanatory mixed-method design to
evaluate the effectiveness of tourism SME development interventions across two phases
(figure 2)
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[Figure 2. }Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion
and service quality improvement programs implemented through SME development
initiatives. This phase examines the effects of promotion (X1) and service quality (X2) on
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customer satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early
behavioral responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds
on Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-
over construct, representing accumulated consumer experience across phases.

Results and Discussion

fThe results bf Phase 1 demonstrate that promotion and service quality, as part of
Intervention A, generate strong initial behavioral responses among customers of tourism-
based SMEs. Descriptive analysis shows that all variables are perceived at a high level,
with promotion (Mean = 4.07) and service quality (Mean = 4.02) reflecting positive
evaluations of marketing and service interventions. Customer satisfaction records a higher
mean score (4.17), indicating that customers experience a high level of fulfilment, while
customer loyalty also shows a strong level (Mean =4.01), suggesting the presence of repeat
purchase intention and recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension
within promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1|. Descriptive Statistics

Variable Mean | Category
Promotion 4.07 | High
Service Quality 4.02 | High

Customer Satisfaction | 4.17 | High

Customer Loyalty 4.01 | High

Table 2. [Measurement Model Evaluation

Construct AVE | Composite Reliability | Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer 0.879 0.941 0.930
Satisfaction
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Customer Loyalty 0.795 0.928 0.914

The structural model results indicate strong explanatory power. Promotion and service
quality explain 71.5% of the variance in customer satisfaction (R = 0.715), while promotion,
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R? = 0.706). The
model also demonstrates strong predictive relevance with a Q? value of 0.755, indicating a
high level of goodness of fit.

Table 3. Structural Model Results
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Path B T-statistics | p-value | Result
Promotion — Loyalty 0.546 | 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015|2.118 0.006 Supported
Service Quality — Loyalty -0.100 | 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 | 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 | 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 | 2.110 0.012 Supported
Service Quality — Customer Satisfaction — Loyalty | 0.398 | 2.747 0.006 Supported

The structural model results indicate that promotion and service quality play significant roles
in shaping early-stage customer behavioral responses. Promotion has a significant positive
effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities directly
influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty (f = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.

Furthermore, service quality demonstrates a strong and highly significant effect on customer
satisfaction (B = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (8 = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct behavioral
response variable rather than a tested mediating construct. The relationships observed



indicate that both promotion and service quality contribute to shaping satisfaction and loyalty,
but the mediating mechanism is not formally examined in this phase.

[Table 4]. Phase 2 Descriptive Statistics

Variable Mean | Category
Digital Marketing 3.92 | High
Service Quality 3.94 | High

Customer Satisfaction | 3.81 | High

Brand Image 3.89 | High

The measurement model confirms strong validity and reliability across all constructs. Outer
loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong
indicator reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783,
confirming convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha
values are above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE | Composite Reliability | Cronbach’s Alpha
Digital Marketing 0.748 | 0.922 0.887
Service Quality 0.733 | 0.932 0.908
Customer Satisfaction | 0.779 | 0.913 0.858
Brand Image 0.783 | 0.915 0.861

The structural model demonstrates very strong explanatory power. The R? value for customer
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of
satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital marketing,
service quality, and satisfaction jointly explain 87.7% of brand perception. These values
indicate a highly predictive model. The predictive relevance is also very high, with a QZ value
of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient (B) | p-value | Result

Digital Marketing — Brand Image 0.263 0.009 Supported
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Service Quality — Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported
Digital Marketing — Satisfaction — Brand Image | 0.159 0.027 Supported
Service Quality — Satisfaction — Brand Image | 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509)
and satisfaction - brand image (0.311) indicate that customer evaluation mechanisms are
central in shaping brand outcomes. This suggests that digital marketing alone is not sufficient;
its effectiveness depends on how it enhances customer satisfaction.

Discussion
The findings of this study indicate that customer satisfaction plays a crucial role in linking
marketing interventions with consumer behavior and broader market outcomes in tourism-
based SMEs. Overall, the results from the two phases reveal a progressive process in which
marketing efforts initially influence customer responses and subsequently evolve into more
complex outcomes such as loyalty and brand image.
In Phase 1, promotion and service quality are found to have a significant effect on customer
satisfaction and customer loyalty. Service quality, in particular, shows a strong influence on
satisfaction, suggesting that consumption experience is a key determinant in how customers
evaluate SME products. Furthermore, customer satisfaction significantly drives loyalty, as
reflected in repeat purchase intentions and customer recommendations. The presence of
strong word-of-mouth behavior also indicates that customers actively contribute to informal
promotion, extending the reach of marketing efforts beyond firm-controlled channels.
These findings are consistent with established marketing literature, which identifies customer
satisfaction as a primary determinant of loyalty. However, this study extends the discussion by
demonstrating that customer satisfaction functions not only as an outcome variable but also as
a mechanism that transforms marketing inputs into observable consumer behavior.
In Phase 2, the role of customer satisfaction becomes more advanced. Both digital marketing
and service quality significantly influence customer satisfaction, which in turn affects brand
image. This suggests that customer satisfaction not only drives behavioral outcomes but also
shapes consumer perceptions of the brand. Compared to Phase 1, satisfaction in this stage
becomes more cumulative and contributes to stronger market positioning.
From a micro-level perspective, these findings suggest that individual consumer behaviors—
such as repeat purchases and recommendations—can accumulate into broader economic
impacts. In this context, customer satisfaction can be conceptualized as behavioral capital,
which supports the sustainability of market demand. As positive customer experiences
accumulate, they create a self-reinforcing cycle of demand for SME products.
This mechanism is particularly relevant in tourism-based SMEs, where products are closely
linked to travel experiences. Satisfied customers are more likely to repurchase during future
visits and recommend products to other tourists, thereby indirectly expanding the market.
The implications of these findings also extend to the regional level. Economic sustainability is



not solely determined by tourist arrivals or spending, but also by how customer experiences
drive long-term demand. Therefore, customer satisfaction becomes a key factor in maintaining
local economic circulation, particularly within SME sectors.

From a managerial perspective, the study highlights the importance of service quality as a
primary driver of customer satisfaction. Promotion and digital marketing should function as
supporting tools that enhance and communicate the actual customer experience. The
integration of service quality and digital strategies is essential for building a strong and
consistent brand image.

From a policy standpoint, the findings suggest that SME development programs should be
designed in stages. Initial interventions may focus on improving service quality and promotion
to generate behavioral responses, followed by digital marketing initiatives to strengthen brand
image and market positioning.

Overall, this study demonstrates that customer satisfaction plays a strategic role in connecting
marketing activities with market sustainability. It should therefore be viewed not only as a
performance indicator but also as a key asset in supporting the long-term sustainability of
SMEs and regional economic development.

4. [Conclusion‘

This study concludes that customer satisfaction plays a significant role in strengthening
marketing performance in tourism-based SMEs. Promotion and service quality significantly
influence customer satisfaction, which in turn affects customer loyalty and brand image.

The findings suggest that improving customer satisfaction is essential for enhancing
marketing effectiveness and ensuring business sustainability. SMEs should focus on
delivering high-quality service and implementing effective promotional strategies to create
positive customer experiences.

From a practical perspective, the study provides insights for SME owners and policymakers
to develop strategies that prioritize customer satisfaction as a key performance indicator in
tourism development.
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Abstract
Tourism performance is commonly assessed using indicators such as C . oo

. . . . . ustomer Satisfaction;
tourist arrivals and tourist spending, which capture short-term g, 0.0 Capital;
economic effects but overlook the behavioral mechanisms that sustain  Toyrism SMEs;
local tourism economies. This study aims to evaluate the effectiveness Marketing Sustainability; Regional
of regional tourism SME development programs by positioning Economic Development;
customer satisfaction as behavioral capital that links policy Time-Lagged Study;
interventions with market sustainability and regional economic Malang City
outcomes. A time-lagged sequential explanatory mixed-methods
design is employed. Phase 1 evaluates branding-oriented interventions
(digital marketing, service quality, and promotion) by examining their
effects on customer satisfaction and brand image. Phase 2, conducted
after a temporal gap, evaluates market sustainability by assessing
customer satisfaction and its effects on customer loyalty, repeat
purchase behavior, and demand for local souvenir products.
Quantitative data were collected longitudinally from 70 customers of
Sokressh, a tourism-based SME in Malang City. The qualitative phase
uses open-ended questionnaires to explain how customer satisfaction
translates into word-of-mouth promotion and local economic
circulation. The findings indicate that customer satisfaction
significantly mediates both branding and market sustainability
outcomes and functions as behavioral capital that drives repeat
demand. Qualitative evidence shows that increases in customer
satisfaction are associated with higher repeat purchases and stronger
tourist recommendations, contributing to stable demand for local
products. The study proposes a Tourism-Based SME Marketing
Sustainability Model and demonstrates that customer satisfaction can
serve as a behavioral-based indicator of program effectiveness linking
SME support policies with regional economic development.

Corresponding Author:
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1. Introduction

Tourism has long been recognized as one of the most dynamic sectors contributing to regional
economic development. According to the World Travel &Tourims Council (2025), the sector
generates substantial economic value through its contributions to global GDP, employment,
and visitor spending. In practice, governments and policymakers predominantly rely on
quantitative indicators—such as tourist arrivals, length of stay, and tourist expenditure—to
assess tourism performance, reflecting a macroeconomic measurement approach widely
adopted in policy and research contexts (Alcala-Ordonez, 2023; Surgawati 2025). These
indicators provide clear evidence of the direct and measurable economic contributions of
tourism, particularly in terms of revenue generation and short-term economic growth.
However, an increasing body of recent literature argues that an exclusive reliance on such
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aggregate metrics may result in a partial understanding of tourism’s role in development, as it
tends to overlook broader dimensions such as sustainability, community well-being, and
localized economic impacts (Sun, 2025; Bhatt et al., 2024). Therefore, a more comprehensive
analytical framework is required to capture how tourism contributes to sustainable and
inclusive economic development beyond macro-level indicators.

In many tourism destinations, including emerging urban tourism hubs, increases in tourist
arrivals and spending do not necessarily translate into sustained economic benefits for local
communities, a phenomenon increasingly discussed in recent tourism studies. As noted by
(Blake et al, 2008; Vanhoye 2018), tourism growth can generate uneven economic
distribution, particularly when local linkages are weak. This discrepancy is particularly evident
in the performance of small and medium enterprises (SMEs), which play a critical role in the
tourism value chain (Rasoolimanaseh et al., 2021; Scheyyens & Biddulph, 2018).

Tourism-based SMEs in the souvenir sector are highly vulnerable to seasonal fluctuations and
external shocks due to their heavy reliance on tourist demand (UN Tourism, 2023).
Consequently, as argued by Font (2022), sustainable tourism development must shift from
merely chasing aggregate growth figures toward strengthening demand stability and local
participation. Focusing on value retention at the destination level is key to ensuring the
survival of local businesses and fostering a more inclusive sectoral recovery (UNWTO, 2022).
While periods of high tourist inflow may temporarily boost sales, these gains are not always
sustained over time, as emphasized by Goodwin (2021) in discussions on local economic
resilience. Consequently, short-term increases in tourism activity do not automatically
translate into stable income streams for small businesses (Rasoolimanaseh et al., 2021).

One key limitation of traditional tourism performance frameworks is their limited focus on
consumer behavior (Prebensen & Xie, 2021; Sharma & Nayak, 2020). Tourist spending reflects
cognitive and affective processes shaped by experiences (Hosany & Gilbert, 2019), where
interactions with destinations influence perceptions and evaluations (Rather & Camilleri,
2019). These perceptions form satisfaction, a dynamic construct influencing behavioral
intentions such as revisit and word-of-mouth (Rather, 2020; Pandey & Joshi, 2021).
Satisfaction also mediates experience quality and loyalty (Kim & Thapa, 2020; Pandey & Joshi,
2021), making it essential for understanding long-term tourism demand (Prebensen & Xie,
2021; Sharma & Nayak, 2020).

Within marketing literature, customer satisfaction is widely conceptualized as the result of
service and product quality as well as marketing performance (Ali et al., 2021; Chiu et al,
2020). Satisfied customers tend to demonstrate loyalty, repeat purchases, and positive brand
attitudes (Han & Hyun, 2020; Rather et al.,, 2022). In tourism contexts, satisfaction is also
closely associated with destination image, revisit intention, and word-of-mouth
communication (Stylos etal.,, 2021; Prayag et al., 2020). However, despite its importance, many
empirical studies still position satisfaction as an endpoint variable rather than as a dynamic
mechanism influencing broader economic outcomes (Hassan & Soliman, 2021; Rather et al,,
2022).

This study adopts a microfoundations perspective, which argues that macro-level outcomes
emerge from aggregated individual behaviors. In tourism-based SMEs, this implies that
regional economic performance is shaped not only by structural factors but also by consumer
responses (Kozlenkova etal., 2021; Felin et al.,, 2020). Customer satisfaction can thus be viewed
as a micro-level mechanism influencing demand patterns and market stability (Hult et al,
2020). Building on this, behavioral capital reflects accumulated positive consumer behaviors—
such as repeat purchase and advocacy—that sustain long-term demand and act as an intangible
strategic asset (Kozlenkova et al., 2021; Hult et al., 2020).

Malang records approximately 3.4 million tourist visits (2025) (figure 1) (timesindonesia,
2025), creating a strong market for souvenir-based SMEs. Souvenir consumption—especially
food products such as tempe chips and apple-based snacks—has become an integral part of



the tourism experience, positioning Malang as a shopping-based tourism hub surayni &
wibowo, 2020). Tourism-based SMEs play a crucial economic role, contributing more than 60%
of local economic activity (RadarMalang, 2023), with around 7,920 SMEs operating in the city
(UMM,2022). Within this ecosystem, customer satisfaction functions as behavioral capital,
driving repeat purchases and word-of-mouth, which sustain demand for local products and
strengthen regional economic circulation.
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Figure 1. Malang Tourism and SME Ecosystem

In this context, customer satisfaction becomes a critical determinant of how tourism demand
is transformed into sustainable economic outcomes. Souvenir products in Malang are not
merely transactional goods; they are experiential artifacts that reflect the identity of the
destination. When tourists are satisfied with their consumption experiences—whether
through product quality, service interaction, or brand perception—they are more likely to
engage in repeat purchases and recommend the products to other visitors. This behavior is
particularly relevant in Malang, where tourist mobility across destinations in the Malang Raya
area (Malang City, Batu, and Malang Regency) creates opportunities for repeated consumption
and cross-destination word-of-mouth diffusion. Furthermore, the evaluation of government-
led SME development programs often lacks a behavioral dimension. Programs such as digital
marketing training, service quality improvement initiatives, and promotional support are
typically assessed based on output indicators, such as the number of participants or the extent
of program implementation. While these metrics provide useful information about program
reach, they do not necessarily capture the effectiveness of such interventions in shaping
consumer behavior and market outcomes. As a result, there is a disconnect between policy
implementation and actual economic impact.

To address these gaps, this study proposes a behavioral-based evaluation framework for
tourism SME development programs. Specifically, it positions customer satisfaction as a form
of behavioral capital that serves as a bridge between policy interventions and economic
outcomes. By examining how marketing interventions influence customer satisfaction, and
how satisfaction in turn affects brand image, customer loyalty, and demand, the study provides
a more comprehensive understanding of program effectiveness.



2. Methods

This study employs a time-lagged sequential explanatory mixed-method design to evaluate
the effectiveness of tourism SME development interventions across two phases (figure 2)
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Figure 2. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion and
service quality improvement programs implemented through SME development initiatives.
This phase examines the effects of promotion (X1) and service quality (X2) on customer
satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early behavioral
responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds on
Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-over
construct, representing accumulated consumer experience across phases.

Data were collected from 700 customers across 10 tourism-based SMEs in the souvenir sector
(e.g., local food products such as chips and bakery souvenirs) under the Rumah BUMN Malang
City development program. A purposive sampling approach was applied, targeting customers
who had direct consumption experience with the SME products. Data were collected using
structured questionnaires measured on a Likert scale (1-5). The same or comparable
respondent groups were observed across both phases to capture temporal variation in
consumer behavior.

Data analysis was conducted using Partial Least Squares Structural Equation Modeling (PLS-
SEM), including measurement model evaluation (validity and reliability), structural model
testing, and mediation analysis. A complementary qualitative phase using open-ended
responses was employed to explain how customer satisfaction translates into loyalty, brand
perception, word-of-mouth, and demand formation within the local tourism economy. Within
this framework, customer satisfaction is positioned as behavioral capital, linking policy
interventions with evolving consumer behavior across phases.



3. Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of Intervention
A, generate strong initial behavioral responses among customers of tourism-based SMEs.
Descriptive analysis shows that all variables are perceived at a high level, with promotion
(Mean = 4.07) and service quality (Mean = 4.02) reflecting positive evaluations of marketing
and service interventions. Customer satisfaction records a higher mean score (4.17), indicating
that customers experience a high level of fulfillment, while customer loyalty also shows a
strong level (Mean = 4.01), suggesting the presence of repeat purchase intention and
recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension within
promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1. Descriptive Statistics

Variable Mean | Category
Promotion 4.07 | High
Service Quality 4.02 | High
Customer Satisfaction | 4.17 | High
Customer Loyalty 4.01 | High

The measurement model evaluation confirms that all constructs meet the required criteria for
validity and reliability. All outer loadings exceed 0.70, indicating strong indicator reliability.
The Average Variance Extracted (AVE) values range from 0.740 to 0.879, exceeding the
minimum threshold of 0.50, thereby confirming convergent validity. Composite reliability
values range from 0.917 to 0.941, while Cronbach’s alpha coefficients exceed 0.90 for all
constructs, indicating high internal consistency.

Table 2. Measurement Model Evaluation

Construct AVE | Composite Reliability | Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer Satisfaction | 0.879 0.941 0.930
Customer Loyalty 0.795 0.928 0.914




The structural model results indicate strong explanatory power. Promotion and service quality
explain 71.5% of the variance in customer satisfaction (R? = 0.715), while promotion, service
quality, and satisfaction jointly explain 70.6% of customer loyalty (R? = 0.706). The model also
demonstrates strong predictive relevance with a Q? value of 0.755, indicating a high level of

goodness of fit.

Table 3. Structural Model Results

Path B T-statistics | p-value Result
Promotion — Loyalty 0.546 | 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015 | 2.118 0.006 Supported
Service Quality — Loyalty -0.100 | 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 | 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 | 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 | 2.110 0.012 Supported
Service Quality — Customer Satisfaction — Loyalty 0.398 | 2.747 0.006 Supported

The structural model results indicate that promotion and service quality play significant roles
in shaping early-stage customer behavioral responses. Promotion has a significant positive
effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities directly
influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty (f = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.

Furthermore, service quality demonstrates a strong and highly significant effect on customer
satisfaction (B = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (8 = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct behavioral
response variable rather than a tested mediating construct. The relationships observed
indicate that both promotion and service quality contribute to shaping satisfaction and loyalty,
but the mediating mechanism is not formally examined in this phase.




The findings of phase 1 indicate that Intervention A successfully generates strong early
behavioral responses, particularly through high levels of customer satisfaction and loyalty. The
dominance of word-of-mouth behavior suggests that customers actively participate in informal
promotion, reinforcing the role of satisfaction as a behavioral mechanism. In this phase,
customer satisfaction can be interpreted as the initial formation of behavioral capital, reflecting
accumulated positive experiences that influence repeat purchase tendencies and
recommendation behavior. This behavioral capital serves as the foundation for extended
market outcomes, which are further examined in Phase 2.

The results of Phase 2 reflect the effectiveness of Intervention B, which emphasizes digital
marketing and market strengthening in shaping customer satisfaction and brand image.
Descriptive analysis indicates that all variables are perceived at a high level, confirming
positive consumer responses following the second intervention stage. Digital marketing
records a mean value of 3.92, service quality 3.94, customer satisfaction 3.81, and brand image
3.89, indicating that customers perceive both marketing and service improvements as effective
in strengthening brand perception.

At the indicator level, digital marketing is strongest in informativeness (4.03) and interactivity
(4.00), suggesting that customers value clear and responsive communication. Service quality
is dominated by assurance (4.06), reinforcing the importance of trust in shaping customer
evaluations. Meanwhile, brand image is strongest in reputation (3.96), indicating that positive
customer experiences translate into favorable brand perceptions.

Table 4. Phase 2 Descriptive Statistics

Variable Mean | Category
Digital Marketing 3.92 | High
Service Quality 3.94 | High
Customer Satisfaction | 3.81 | High
Brand Image 3.89 | High

The measurement model confirms strong validity and reliability across all constructs. Outer
loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong indicator
reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783, confirming
convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha values are
above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE | Composite Reliability | Cronbach’s Alpha
Digital Marketing 0.748 | 0.922 0.887
Service Quality 0.733 | 0.932 0.908




Customer Satisfaction | 0.779 | 0.913 0.858

Brand Image 0.783 | 0.915 0.861

The structural model demonstrates very strong explanatory power. The R? value for customer
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of
satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital marketing,
service quality, and satisfaction jointly explain 87.7% of brand perception. These values
indicate a highly predictive model. The predictive relevance is also very high, with a Q* value
of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient () | p-value Result
Digital Marketing — Brand Image 0.263 0.009 Supported
Service Quality = Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported
Digital Marketing — Satisfaction — Brand Image 0.159 0.027 Supported
Service Quality — Satisfaction — Brand Image 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509) and
satisfaction — brand image (0.311) indicate that customer evaluation mechanisms are central
in shaping brand outcomes. This suggests that digital marketing alone is not sufficient; its
effectiveness depends on how it enhances customer satisfaction.

The findings of Phase 2 indicate that Intervention B successfully strengthens brand-level
outcomes, particularly through the role of customer satisfaction as a mediating mechanism.
Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 shows that
satisfaction evolves into a mechanism that shapes brand perception and market positioning.

From a broader perspective, these results confirm that customer satisfaction functions as a
behavioral mechanism that accumulates across phases, linking initial behavioral responses
(loyalty formation) with extended market outcomes (brand image strengthening). This
reinforces its role as a foundation for sustainable demand, which is further interpreted in the
discussion section as behavioral capital.



Discussion

The findings of this study provide strong evidence that customer satisfaction plays a central
role in linking marketing interventions with evolving consumer behavior and broader market
outcomes in tourism-based SMEs. Across the two phases, the results demonstrate a clear
behavioral progression, where marketing efforts initially shape customer responses and
subsequently influence higher-order outcomes such as brand perception and market
sustainability.

In Phase 1, the results indicate that promotion and service quality significantly influence
customer satisfaction and customer loyalty. The strong effect of service quality on customer
satisfaction (§ = 0.858) suggests that the consumption experience is a critical determinant of
how customers evaluate SME products. Meanwhile, the significant relationship between
customer satisfaction and loyalty confirms that satisfied customers are more likely to engage
in repeat purchase behavior and recommendation. Importantly, the high level of word-of-
mouth behavior observed in this phase indicates that customers actively participate in
informal promotion, extending the impact of marketing beyond firm-controlled channels.

These findings align with established marketing literature, which emphasizes that customer
satisfaction serves as a key predictor of loyalty and behavioral intention. However, this study
extends the discussion by demonstrating that satisfaction does not merely function as an
outcome variable, but as an active behavioral mechanism that mediates the transformation of
marketing inputs into observable consumer behavior. In this sense, Phase 1 captures the initial
formation of behavioral capital, reflected in repeated consumption tendencies,
recommendation behavior, and emotional attachment to the product.

Phase 2 further strengthens this argument by showing that customer satisfaction continues to
play a significant role in shaping brand image. The results reveal that both digital marketing
and service quality significantly influence customer satisfaction, which in turn significantly
affects brand image. In addition, the presence of significant indirect effects confirms that
customer satisfaction functions as a mediating mechanism in transforming marketing efforts
into brand perception.

Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 demonstrates a shift
in the role of satisfaction toward perception consolidation, where accumulated customer
experiences influence how consumers evaluate and perceive the brand. This indicates that
customer satisfaction evolves over time, moving from an immediate behavioral response to a
more stable and cumulative construct that shapes brand identity and positioning.

From a microfoundations perspective, these findings suggest that macro-level outcomes—
such as market sustainability and regional economic development—are rooted in the
aggregation of individual consumer behaviors. Customer satisfaction, as observed in this study,
represents a micro-level behavioral mechanism that drives repeated consumption,
recommendation, and brand reinforcement. When these behaviors accumulate across a large
number of consumers, they generate sustained demand for local products, thereby
strengthening the economic position of SMEs within the tourism ecosystem.

This mechanism becomes particularly relevant in the context of tourism-based SMEs, where
products such as local souvenirs are closely tied to travel experiences. The findings indicate
that satisfied customers are more likely to repurchase products during future visits and
recommend them to other tourists. This creates a self-reinforcing demand cycle, where
customer satisfaction drives both direct consumption and indirect market expansion through
social influence mechanisms.

Based on this perspective, customer satisfaction can be conceptualized as behavioral capital,
which represents the accumulation of positive consumer experiences that translate into
sustained market demand. Unlike financial capital, which is tangible and directly measurable,
behavioral capital is embedded in consumer perceptions and actions, yet it plays a crucial role



in determining the long-term sustainability of SMEs. The results of this study provide empirical
support for this concept by showing that satisfaction consistently influences both loyalty
(Phase 1) and brand image (Phase 2), thereby bridging short-term behavioral outcomes and
long-term market positioning.

The implications of these findings extend beyond the firm level and contribute to the
understanding of regional economic development. In many tourism studies, the success of a
destination is often measured through quantitative indicators such as tourist arrivals and
tourist spending. While these indicators capture short-term economic contributions, they do
not fully explain the behavioral mechanisms that sustain economic activity over time. This
study demonstrates that customer satisfaction plays a critical role in generating sustained
demand for local products, which in turn supports SME income and local economic circulation.

In the context of Malang City, where tourism and SMEs are closely interconnected, this
mechanism is particularly important. The results suggest that improving customer satisfaction
through marketing and service interventions can strengthen demand for local souvenir
products, thereby contributing to the sustainability of the local economy. This indicates that
regional development strategies should not only focus on increasing tourist spending, but also
on enhancing customer experience and satisfaction as key drivers of long-term economic
impact.

From a policy perspective, the two-phase design of this study provides practical insights into
the effectiveness of SME development programs. Intervention A, which focuses on promotion
and service quality, is effective in generating early behavioral responses such as satisfaction
and loyalty. Meanwhile, Intervention B, which emphasizes digital marketing, strengthens
brand perception and market positioning. The integration of these interventions suggests that
a sequential approach to SME development—starting from behavioral response formation and
followed by market consolidation—can produce more sustainable outcomes.

This study proposes the Tourism-Based SME Marketing Sustainability Model (figure 3), which
explains how marketing strategies, customer satisfaction, and consumer behavior interact to
generate sustained demand and support regional economic development. The model
conceptualizes sustainability as a multi-stage process that unfolds across three interconnected
layers. At the first layer, policy-driven marketing interventions namely promotion and service
quality enhancement (Intervention A), followed by digital marketing and market
strengthening (Intervention B)—serve as primary inputs that shape consumer experience. The
empirical results confirm that these interventions significantly influence customer satisfaction
in both phases, although their relative strength varies depending on the nature of the
intervention.

TOURSSM-BASED SME MARKETING SUSTAINABILITY MODEL (TSMSM)
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Figure 2. Tourism-Based Marketing Sustainability Model (TSMSM)

At the second layer, the study identifies customer satisfaction as behavioral capital, which acts
as a central mechanism linking marketing efforts with evolving consumer behavior. In Phase
1, customer satisfaction primarily drives customer loyalty, reflected in repeat purchase
intention and word-of-mouth behavior. These findings indicate that satisfaction functions as
an immediate behavioral response, transforming service and promotional inputs into
observable consumer actions. In Phase 2, however, customer satisfaction evolves into a more
accumulated and stabilizing construct, significantly influencing brand image formation both
directly and indirectly. This shift demonstrates that customer satisfaction is not static but
dynamic, transitioning from short-term behavioral activation to long-term perceptual
consolidation.

At the third layer, the accumulation of loyalty and brand image strengthens market
sustainability, particularly through repeated consumption and social diffusion mechanisms. As
customers engage in repeat purchases and actively recommend products to others, demand
for local souvenir products becomes more stable and self-reinforcing. This process ultimately
contributes to local SME income growth and economic circulation, thereby supporting regional
economic development in tourism-based cities.

The TSMSM thus provides a novel explanation of how micro-level behavioral processes scale
into macro-level economic outcomes. Rather than viewing marketing performance as an
isolated firm-level phenomenon, the model demonstrates that sustained economic impact
emerges from the aggregation of individual consumer experiences and behaviors over time. In
this sense, customer satisfaction operates as an intangible yet strategic asset, embedding itself
within the consumption ecosystem and shaping long-term market dynamics.

From a theoretical perspective, this study contributes to the literature by reconceptualizing
customer satisfaction as behavioral capital, extending its role beyond a conventional outcome
variable. The results demonstrate that satisfaction functions as a behavioral transmission
mechanism, linking marketing inputs with both immediate behavioral outcomes (loyalty) and
longer-term perceptual outcomes (brand image). By integrating a time-lagged perspective, the
study also highlights the temporal dimension of marketing effectiveness, showing that
consumer responses evolve across stages rather than occurring instantaneously. Furthermore,
the findings support the microfoundations perspective, suggesting that regional economic
outcomes are rooted in the aggregation of individual-level consumer behaviors.

From a managerial standpoint, the results emphasize the critical importance of service quality
as a primary driver of customer satisfaction, particularly in the context of tourism-based SMEs.
The strong effect of service quality on satisfaction indicates that improving customer
experience—through reliability, responsiveness, and assurance—should be prioritized over
purely promotional efforts. While promotion and digital marketing remain important, their
effectiveness is contingent upon their ability to enhance or reflect actual customer experience.
Moreover, the strong presence of word-of-mouth behavior suggests that SMEs should actively
manage customer-generated content and informal promotion channels, as these represent
cost-efficient mechanisms for expanding market reach.

The findings also suggest that digital marketing should be strategically positioned as a
reinforcing tool rather than a standalone solution. In Phase 2, digital marketing significantly
contributes to brand image formation, particularly when supported by positive customer
experiences. This indicates that digitalization efforts should be integrated with service quality
improvements to ensure consistency between online representation and offline experience.

From a policy perspective, the study highlights the importance of adopting a sequential and
behavior-oriented approach to SME development programs. Intervention A, which focuses on
promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Intervention B, which emphasizes digital marketing, plays a crucial



role in consolidating brand perception and strengthening market positioning. This suggests
that policy interventions should be designed as progressive stages, rather than isolated
programs, to ensure continuity and cumulative impact.

Importantly, the study challenges the conventional reliance on tourist spending as the primary
indicator of tourism success. While tourist spending captures short-term economic
contribution, it does not fully explain the mechanisms that sustain demand over time. The
findings demonstrate that customer satisfaction-driven behaviors such as repeat purchase and
word-of-mouth are critical drivers of sustained demand for local products. Therefore, regional
development strategies should incorporate behavioral indicators, such as satisfaction, loyalty,
and customer advocacy, as complementary measures of program effectiveness.

In the context of Malang City, where tourism and SMEs are closely interconnected, these
findings suggest that strengthening customer experience within the local souvenir sector can
generate broader economic benefits. By enhancing the capacity of SMEs in service quality,
digital marketing, and customer experience management, local governments can foster a more
resilient and sustainable tourism economy.The study provides a practical roadmap for aligning
marketing strategies, consumer behavior, and regional development objectives. By positioning
customer satisfaction as behavioral capital, it offers a more comprehensive framework for
understanding how tourism-based SMEs can contribute not only to firm-level performance but
also to long-term regional economic sustainability.

. Conclusion

This study demonstrates that customer satisfaction plays a critical role in connecting
marketing interventions with behavioral and market outcomes in tourism-based SMEs.
Through a two-phase, time-lagged approach, the findings reveal that marketing interventions
do not produce immediate and isolated effects, but rather generate progressive behavioral
transformations.

In Phase 1, promotion and service quality significantly shape customer satisfaction and
customer loyalty, reflecting early behavioral responses following initial interventions. In Phase
2, customer satisfaction continues to influence brand image, indicating that accumulated
customer experience contributes to stronger and more stable market perceptions. These
results confirm that customer satisfaction is not merely an outcome variable, but a dynamic
and evolving construct that bridges short-term behavioral responses and long-term market
outcomes.

By integrating findings across both phases, this study conceptualizes customer satisfaction as
behavioral capital, which accumulates through repeated positive experiences and translates
into sustained demand for local products. This mechanism highlights how individual-level
consumer behavior can scale into broader economic effects, supporting SME performance and
local economic circulation.

The proposed Tourism-Based SME Marketing Sustainability Model (TSMSM) provides a
comprehensive framework that links marketing strategies, customer behavior, and regional
economic development. The model emphasizes that sustainable tourism economies are not
only driven by increasing tourist spending, but also by strengthening customer satisfaction and
experience as key drivers of repeat consumption and word-of-mouth.

From a practical perspective, the findings suggest that SME development programs should
adopt a sequential and integrated approach, combining promotion, service quality
enhancement, and digital marketing to ensure both behavioral formation and market
consolidation. For policymakers, this study highlights the importance of incorporating
behavioral indicators, such as customer satisfaction and loyalty, as complementary measures
of program effectiveness in tourism-based economic developme
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Evaluating Tourism SME Development Programs Through
Customer Satisfaction as Behavioral Capital: A Time-Lagged

Study in Malang City

Abstract

Tourism performance is commonly assessed using indicators such as
tourist arrivals and tourist spending, which capture short-term
economic effects but overlook the behavioral mechanisms that sustain
local tourism economies. This study aims to evaluate the effectiveness
of regional tourism SME development programs by positioning
customer satisfaction as behavioral capital that links policy
interventions with market sustainability and regional economic
outcomes. A time-lagged sequential explanatory mixed-methods
design is employed. Phase 1 evaluates branding-oriented interventions
(digital marketing, service quality, and promotion) by examining their
effects on customer satisfaction and brand image. Phase 2, conducted
after a temporal gap, evaluates market sustainability by assessing
customer satisfaction and its effects on customer loyalty, repeat
purchase behavior, and demand for local souvenir products.
Quantitative data were collected longitudinally from 70 customers of
Sokressh, a tourism-based SME in Malang City. The qualitative phase
uses open-ended questionnaires to explain how customer satisfaction
translates into word-of-mouth promotion and local economic
circulation. The findings indicate that customer satisfaction
significantly mediates both branding and market sustainability
outcomes and functions as behavioral capital that drives repeat
demand. Qualitative evidence shows that increases in customer
satisfaction are associated with higher repeat purchases and stronger
tourist recommendations, contributing to stable demand for local
products. The study proposes a Tourism-Based SME Marketing
Sustainability Model and demonstrates that customer satisfaction can
serve as a behavioral-based indicator of program effectiveness linking
SME support policies with regional economic development.
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Commented [R1]: The abstract clearly explains the
objectives, methods, and theoretical contributions.
However, it needs an explicit statement regarding the
contribution to urban economic development.

It is recommended to add a concluding sentence
empbhasizing how behavioral capital contributes to the
economic resilience of cities based on tourism MSMEs.

1.

Introduction

Tourism has long been recognized as one of the most dynamic sectors contributing to regional
economic development. According to the World Travel &Tourims Council (2025), the sector
generates substantial economic value through its contributions to global GDP, employment,
and visitor spending. In practice, governments and policymakers predominantly rely on
quantitative indicators—such as tourist arrivals, length of stay, and tourist expenditure—to
assess tourism performance, reflecting a macroeconomic measurement approach widely
adopted in policy and research contexts (Alcala-Ordonez, 2023; Surgawati 2025). These
indicators provide clear evidence of the direct and measurable economic contributions of
tourism, particularly in terms of revenue generation and short-term economic growth.
However, an increasing body of recent literature argues that an exclusive reliance on such
aggregate metrics may result in a partial understanding of tourism'’s role in development, as it
tends to overlook broader dimensions such as sustainability, community well-being, and
localized economic impacts (Sun, 2025; Bhatt et al,, 2024). Therefore, a more comprehensive

Commented [R2]: The introduction is theoretically
strong and successfully highlights the gap between
macro-level indicators and consumer behavior; however,
it needs to further emphasize the study’s position within
the context of urban governance rather than being limited
to tourism economics. In addition, a clearer narrative
linking SMEs to local economic circulation and urban
economic stability should be incorporated, along with a
more explicit explanation of how Malang, as a creative and
tourism city, requires behavior-based indicators to
support public policy formulation.




analytical framework is required to capture how tourism contributes to sustainable and
inclusive economic development beyond macro-level indicators.

In many tourism destinations, including emerging urban tourism hubs, increases in tourist
arrivals and spending do not necessarily translate into sustained economic benefits for local
communities, a phenomenon increasingly discussed in recent tourism studies. As noted by
(Blake et al, 2008; Vanhoye 2018), tourism growth can generate uneven economic
distribution, particularly when local linkages are weak. This discrepancy is particularly evident
in the performance of small and medium enterprises (SMEs), which play a critical role in the
tourism value chain (Rasoolimanaseh et al.,, 2021; Scheyyens & Biddulph, 2018).

Tourism-based SMEs in the souvenir sector are highly vulnerable to seasonal fluctuations and
external shocks due to their heavy reliance on tourist demand (UN Tourism, 2023).
Consequently, as argued by Font (2022), sustainable tourism development must shift from
merely chasing aggregate growth figures toward strengthening demand stability and local
participation. Focusing on value retention at the destination level is key to ensuring the
survival of local businesses and fostering a more inclusive sectoral recovery (UNWTO, 2022).
While periods of high tourist inflow may temporarily boost sales, these gains are not always
sustained over time, as emphasized by Goodwin (2021) in discussions on local economic
resilience. Consequently, short-term increases in tourism activity do not automatically
translate into stable income streams for small businesses (Rasoolimanaseh et al.,, 2021).

One key limitation of traditional tourism performance frameworks is their limited focus on
consumer behavior (Prebensen & Xie, 2021; Sharma & Nayak, 2020). Tourist spending reflects
cognitive and affective processes shaped by experiences (Hosany & Gilbert, 2019), where
interactions with destinations influence perceptions and evaluations (Rather & Camilleri,
2019). These perceptions form satisfaction, a dynamic construct influencing behavioral
intentions such as revisit and word-of-mouth (Rather, 2020; Pandey & Joshi, 2021).
Satisfaction also mediates experience quality and loyalty (Kim & Thapa, 2020; Pandey & Joshi,
2021), making it essential for understanding long-term tourism demand (Prebensen & Xie,
2021; Sharma & Nayak, 2020).

Within marketing literature, customer satisfaction is widely conceptualized as the result of
service and product quality as well as marketing performance (Ali et al,, 2021; Chiu et al.,
2020). Satisfied customers tend to demonstrate loyalty, repeat purchases, and positive brand
attitudes (Han & Hyun, 2020; Rather et al, 2022). In tourism contexts, satisfaction is also
closely associated with destination image, revisit intention, and word-of-mouth
communication (Stylos etal.,, 2021; Prayag et al,, 2020). However, despite its importance, many
empirical studies still position satisfaction as an endpoint variable rather than as a dynamic
mechanism influencing broader economic outcomes (Hassan & Soliman, 2021; Rather et al,,
2022).

This study adopts a microfoundations perspective, which argues that macro-level outcomes
emerge from aggregated individual behaviors. In tourism-based SMEs, this implies that
regional economic performance is shaped not only by structural factors but also by consumer
responses (Kozlenkova et al., 2021; Felin et al., 2020). Customer satisfaction can thus be viewed
as a micro-level mechanism influencing demand patterns and market stability (Hult et al.,
2020). Building on this, behavioral capital reflects accumulated positive consumer behaviors—
such as repeat purchase and advocacy—that sustain long-term demand and act as an intangible
strategic asset (Kozlenkova et al,, 2021; Hult et al., 2020).

Malang records approximately 3.4 million tourist visits (2025) (figure 1) (timesindonesia,
2025), creating a strong market for souvenir-based SMEs. Souvenir consumption—especially
food products such as tempe chips and apple-based snacks—has become an integral part of
the tourism experience, positioning Malang as a shopping-based tourism hub surayni &
wibowo, 2020). Tourism-based SMEs play a crucial economicrole, contributing more than 60%
of local economic activity (RadarMalang, 2023), with around 7,920 SMEs operating in the city



(UMM,2022). Within this ecosystem, customer satisfaction functions as behavioral capital,
driving repeat purchases and word-of-mouth, which sustain demand for local products and
strengthen regional economic circulation.
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Figure 1. Malang Tourism and SME Ecosystem

In this context, customer satisfaction becomes a critical determinant of how tourism demand
is transformed into sustainable economic outcomes. Souvenir products in Malang are not
merely transactional goods; they are experiential artifacts that reflect the identity of the
destination. When tourists are satisfied with their consumption experiences—whether
through product quality, service interaction, or brand perception—they are more likely to
engage in repeat purchases and recommend the products to other visitors. This behavior is
particularly relevant in Malang, where tourist mobility across destinations in the Malang Raya
area (Malang City, Batu, and Malang Regency) creates opportunities for repeated consumption
and cross-destination word-of-mouth diffusion. Furthermore, the evaluation of government-
led SME development programs often lacks a behavioral dimension. Programs such as digital
marketing training, service quality improvement initiatives, and promotional support are
typically assessed based on output indicators, such as the number of participants or the extent
of program implementation. While these metrics provide useful information about program
reach, they do not necessarily capture the effectiveness of such interventions in shaping
consumer behavior and market outcomes. As a result, there is a disconnect between policy
implementation and actual economic impact.

To address these gaps, this study proposes a behavioral-based evaluation framework for
tourism SME development programs. Specifically, it positions customer satisfaction as a form
of behavioral capital that serves as a bridge between policy interventions and economic
outcomes. By examining how marketing interventions influence customer satisfaction, and
how satisfaction in turn affects brand image, customer loyalty, and demand, the study provides
amore comprehensive understanding of program effectiveness.
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Figure 2. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion and
service quality improvement programs implemented through SME development initiatives.
This phase examines the effects of promotion (X1) and service quality (X2) on customer
satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early behavioral
responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds on
Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-over
construct, representing accumulated consumer experience across phases.

Data were collected from 700 customers across 10 tourism-based SMEs in the souvenir sector
(e.g., local food products such as chips and bakery souvenirs) under the Rumah BUMN Malang
City development program. A purposive sampling approach was applied, targeting customers
who had direct consumption experience with the SME products. Data were collected using
structured questionnaires measured on a Likert scale (1-5). The same or comparable
respondent groups were observed across both phases to capture temporal variation in
consumer behavior.

Data analysis was conducted using Partial Least Squares Structural Equation Modeling (PLS-
SEM), including measurement model evaluation (validity and reliability), structural model
testing, and mediation analysis. A complementary qualitative phase using open-ended
responses was employed to explain how customer satisfaction translates into loyalty, brand
perception, word-of-mouth, and demand formation within the local tourism economy. Within
this framework, customer satisfaction is positioned as behavioral capital, linking policy
interventions with evolving consumer behavior across phases.

Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of Intervention
A, generate strong initial behavioral responses among customers of tourism-based SMEs.
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Descriptive analysis shows that all variables are perceived at a high level, with promotion
(Mean = 4.07) and service quality (Mean = 4.02) reflecting positive evaluations of marketing
and service interventions. Customer satisfaction records a higher mean score (4.17), indicating
that customers experience a high level of fulfillment, while customer loyalty also shows a
strong level (Mean = 4.01), suggesting the presence of repeat purchase intention and
recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension within
promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1. Descriptive Statistics

Variable Mean | Category
Promotion 4.07 | High
Service Quality 4,02 | High

Customer Satisfaction | 4.17 | High

Customer Loyalty 4.01 | High

The measurement model evaluation confirms that all constructs meet the required criteria for
validity and reliability. All outer loadings exceed 0.70, indicating strong indicator reliability.
The Average Variance Extracted (AVE) values range from 0.740 to 0.879, exceeding the
minimum threshold of 0.50, thereby confirming convergent validity. Composite reliability
values range from 0.917 to 0.941, while Cronbach’s alpha coefficients exceed 0.90 for all
constructs, indicating high internal consistency.

Table 2. Measurement Model Evaluation

Construct AVE | Composite Reliability | Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer Satisfaction | 0.879 0.941 0.930
Customer Loyalty 0.795 0.928 0914

The structural model results indicate strong explanatory power. Promotion and service quality
explain 71.5% of the variance in customer satisfaction (R? = 0.715), while promotion, service
quality, and satisfaction jointly explain 70.6% of customer loyalty (R? = 0.706). The model also
demonstrates strong predictive relevance with a Q* value of 0.755, indicating a high level of



goodness of fit.

Table 3. Structural Model Results

Path B T-statistics | p-value Result
Promotion — Loyalty 0.546 | 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015 | 2.118 0.006 Supported
Service Quality — Loyalty -0.100 | 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 | 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 | 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 | 2.110 0.012 Supported
Service Quality — Customer Satisfaction — Loyalty 0.398 | 2.747 0.006 Supported

The structural model results indicate that promotion and service quality play significant roles
in shaping early-stage customer behavioral responses. Promotion has a significant positive
effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities directly
influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty (f = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.

Furthermore, service quality demonstrates a strong and highly significant effect on customer
satisfaction (B = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (8 = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct behavioral
response variable rather than a tested mediating construct. The relationships observed
indicate that both promotion and service quality contribute to shaping satisfaction and loyalty,
but the mediating mechanism is not formally examined in this phase.

The findings of phase 1 indicate that Intervention A successfully generates strong early
behavioral responses, particularly through high levels of customer satisfaction and loyalty. The
dominance of word-of-mouth behavior suggests that customers actively participate in informal
promotion, reinforcing the role of satisfaction as a behavioral mechanism. In this phase,
customer satisfaction can be interpreted as the initial formation of behavioral capital, reflecting




accumulated positive experiences that influence repeat purchase tendencies and
recommendation behavior. This behavioral capital serves as the foundation for extended
market outcomes, which are further examined in Phase 2.

The results of Phase 2 reflect the effectiveness of Intervention B, which emphasizes digital
marketing and market strengthening in shaping customer satisfaction and brand image.
Descriptive analysis indicates that all variables are perceived at a high level, confirming
positive consumer responses following the second intervention stage. Digital marketing
records a mean value of 3.92, service quality 3.94, customer satisfaction 3.81, and brand image
3.89, indicating that customers perceive both marketing and service improvements as effective
in strengthening brand perception.

At the indicator level, digital marketing is strongest in informativeness (4.03) and interactivity
(4.00), suggesting that customers value clear and responsive communication. Service quality
is dominated by assurance (4.06), reinforcing the importance of trust in shaping customer
evaluations. Meanwhile, brand image is strongest in reputation (3.96), indicating that positive
customer experiences translate into favorable brand perceptions.

Table 4. Phase 2 Descriptive Statistics

Variable Mean | Category
Digital Marketing 3.92 | High
Service Quality 394 | High

Customer Satisfaction | 3.81 | High

Brand Image 3.89 | High

The measurement model confirms strong validity and reliability across all constructs. Outer
loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong indicator
reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783, confirming
convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha values are
above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE | Composite Reliability | Cronbach’s Alpha
Digital Marketing 0.748 | 0.922 0.887
Service Quality 0.733 | 0.932 0.908
Customer Satisfaction | 0.779 | 0.913 0.858
Brand Image 0.783 | 0.915 0.861




The structural model demonstrates very strong explanatory power. The R? value for customer
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of
satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital marketing,
service quality, and satisfaction jointly explain 87.7% of brand perception. These values
indicate a highly predictive model. The predictive relevance is also very high, with a Q* value
of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient (B) | p-value Result
Digital Marketing — Brand Image 0.263 0.009 Supported
Service Quality - Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported
Digital Marketing — Satisfaction — Brand Image 0.159 0.027 Supported
Service Quality — Satisfaction — Brand Image 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509) and
satisfaction — brand image (0.311) indicate that customer evaluation mechanisms are central
in shaping brand outcomes. This suggests that digital marketing alone is not sufficient; its
effectiveness depends on how it enhances customer satisfaction.

The findings of Phase 2 indicate that Intervention B successfully strengthens brand-level
outcomes, particularly through the role of customer satisfaction as a mediating mechanism.
Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 shows that
satisfaction evolves into a mechanism that shapes brand perception and market positioning.

From a broader perspective, these results confirm that customer satisfaction functions as a
behavioral mechanism that accumulates across phases, linking initial behavioral responses
(loyalty formation) with extended market outcomes (brand image strengthening). This
reinforces its role as a foundation for sustainable demand, which is further interpreted in the
discussion section as behavioral capital.

Discussion

The findings of this study provide strong evidence that customer satisfaction plays a central
role in linking marketing interventions with evolving consumer behavior and broader market
outcomes in tourism-based SMEs. Across the two phases, the results demonstrate a clear
behavioral progression, where marketing efforts initially shape customer responses and



subsequently influence higher-order outcomes such as brand perception and market
sustainability.

In Phase 1, the results indicate that promotion and service quality significantly influence
customer satisfaction and customer loyalty. The strong effect of service quality on customer
satisfaction (f8 = 0.858) suggests that the consumption experience is a critical determinant of
how customers evaluate SME products. Meanwhile, the significant relationship between
customer satisfaction and loyalty confirms that satisfied customers are more likely to engage
in repeat purchase behavior and recommendation. Importantly, the high level of word-of-
mouth behavior observed in this phase indicates that customers actively participate in
informal promotion, extending the impact of marketing beyond firm-controlled channels.

These findings align with established marketing literature, which emphasizes that customer
satisfaction serves as a key predictor of loyalty and behavioral intention. However, this study
extends the discussion by demonstrating that satisfaction does not merely function as an
outcome variable, but as an active behavioral mechanism that mediates the transformation of
marketing inputs into observable consumer behavior. In this sense, Phase 1 captures the initial
formation of behavioral capital, reflected in repeated consumption tendencies,
recommendation behavior, and emotional attachment to the product.

Phase 2 further strengthens this argument by showing that customer satisfaction continues to
play a significant role in shaping brand image. The results reveal that both digital marketing
and service quality significantly influence customer satisfaction, which in turn significantly
affects brand image. In addition, the presence of significant indirect effects confirms that
customer satisfaction functions as a mediating mechanism in transforming marketing efforts
into brand perception.

Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 demonstrates a shift
in the role of satisfaction toward perception consolidation, where accumulated customer
experiences influence how consumers evaluate and perceive the brand. This indicates that
customer satisfaction evolves over time, moving from an immediate behavioral response to a
more stable and cumulative construct that shapes brand identity and positioning.

From a microfoundations perspective, these findings suggest that macro-level outcomes—
such as market sustainability and regional economic development—are rooted in the
aggregation of individual consumer behaviors. Customer satisfaction, as observed in this study,
represents a micro-level behavioral mechanism that drives repeated consumption,
recommendation, and brand reinforcement. When these behaviors accumulate across a large
number of consumers, they generate sustained demand for local products, thereby
strengthening the economic position of SMEs within the tourism ecosystem.

This mechanism becomes particularly relevant in the context of tourism-based SMEs, where
products such as local souvenirs are closely tied to travel experiences. The findings indicate
that satisfied customers are more likely to repurchase products during future visits and
recommend them to other tourists. This creates a self-reinforcing demand cycle, where
customer satisfaction drives both direct consumption and indirect market expansion through
social influence mechanisms.

Based on this perspective, customer satisfaction can be conceptualized as behavioral capital,
which represents the accumulation of positive consumer experiences that translate into
sustained market demand. Unlike financial capital, which is tangible and directly measurable,
behavioral capital is embedded in consumer perceptions and actions, yet it plays a crucial role
in determining the long-term sustainability of SMEs. The results of this study provide empirical
support for this concept by showing that satisfaction consistently influences both loyalty
(Phase 1) and brand image (Phase 2), thereby bridging short-term behavioral outcomes and
long-term market positioning.



The implications ]of these findings extend beyond the firm level and contribute to the
understanding of regional economic development. In many tourism studies, the success of a
destination is often measured through quantitative indicators such as tourist arrivals and
tourist spending. While these indicators capture short-term economic contributions, they do
not fully explain the behavioral mechanisms that sustain economic activity over time. This
study demonstrates that customer satisfaction plays a critical role in generating sustained
demand for local products, which in turn supports SME income and local economic circulation.

In the context of Malang City, where tourism and SMEs are closely interconnected, this
mechanism is particularly important. The results suggest that improving customer satisfaction
through marketing and service interventions can strengthen demand for local souvenir
products, thereby contributing to the sustainability of the local economy. This indicates that
regional development strategies should not only focus on increasing tourist spending, but also
on enhancing customer experience and satisfaction as key drivers of long-term economic
impact.

From a policy perspective, the two-phase design of this study provides practical insights into
the effectiveness of SME development programs. Intervention A, which focuses on promotion
and service quality, is effective in generating early behavioral responses such as satisfaction
and loyalty. Meanwhile, Intervention B, which emphasizes digital marketing, strengthens
brand perception and market positioning. The integration of these interventions suggests that
a sequential approach to SME development—starting from behavioral response formation and
followed by market consolidation—can produce more sustainable outcomes.

This study proposes the Tourism-Based SME Marketing Sustainability Model (figure 3), which
explains how marketing strategies, customer satisfaction, and consumer behavior interact to
generate sustained demand and support regional economic development. The model
conceptualizes sustainability as a multi-stage process that unfolds across three interconnected
layers. At the first layer, policy-driven marketing interventions namely promotion and service
quality enhancement (Intervention A), followed by digital marketing and market
strengthening (Intervention B)—serve as primary inputs that shape consumer experience. The
empirical results confirm that these interventions significantly influence customer satisfaction
in both phases, although their relative strength varies depending on the nature of the
intervention.

TOURISM BASED SME MARKETING SUSTAINASILITY MODEL (TSMSM)
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Figure 2. Tourism-Based Marketing Sustainability Model (TSMSM)

At the second layer, the study identifies customer satisfaction as behavioral capital, which acts
as a central mechanism linking marketing efforts with evolving consumer behavior. In Phase
1, customer satisfaction primarily drives customer loyalty, reflected in repeat purchase
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intention and word-of-mouth behavior. These findings indicate that satisfaction functions as
an immediate behavioral response, transforming service and promotional inputs into
observable consumer actions. In Phase 2, however, customer satisfaction evolves into a more
accumulated and stabilizing construct, significantly influencing brand image formation both
directly and indirectly. This shift demonstrates that customer satisfaction is not static but
dynamic, transitioning from short-term behavioral activation to long-term perceptual
consolidation.

At the third layer, the accumulation of loyalty and brand image strengthens market
sustainability, particularly through repeated consumption and social diffusion mechanisms. As
customers engage in repeat purchases and actively recommend products to others, demand
for local souvenir products becomes more stable and self-reinforcing. This process ultimately
contributes to local SME income growth and economic circulation, thereby supporting regional
economic development in tourism-based cities.

The TSMSM thus provides a novel explanation of how micro-level behavioral processes scale
into macro-level economic outcomes. Rather than viewing marketing performance as an
isolated firm-level phenomenon, the model demonstrates that sustained economic impact
emerges from the aggregation of individual consumer experiences and behaviors over time. In
this sense, customer satisfaction operates as an intangible yet strategic asset, embedding itself
within the consumption ecosystem and shaping long-term market dynamics.

From a theoretical perspective, this study contributes to the literature by reconceptualizing
customer satisfaction as behavioral capital, extending its role beyond a conventional outcome
variable. The results demonstrate that satisfaction functions as a behavioral transmission
mechanism, linking marketing inputs with both immediate behavioral outcomes (loyalty) and
longer-term perceptual outcomes (brand image). By integrating a time-lagged perspective, the
study also highlights the temporal dimension of marketing effectiveness, showing that
consumer responses evolve across stages rather than occurring instantaneously. Furthermore,
the findings support the microfoundations perspective, suggesting that regional economic
outcomes are rooted in the aggregation of individual-level consumer behaviors.

From a managerial standpoint, the results emphasize the critical importance of service quality
as a primary driver of customer satisfaction, particularly in the context of tourism-based SMEs.
The strong effect of service quality on satisfaction indicates that improving customer
experience—through reliability, responsiveness, and assurance—should be prioritized over
purely promotional efforts. While promotion and digital marketing remain important, their
effectiveness is contingent upon their ability to enhance or reflect actual customer experience.
Moreover, the strong presence of word-of-mouth behavior suggests that SMEs should actively
manage customer-generated content and informal promotion channels, as these represent
cost-efficient mechanisms for expanding market reach.

The findings also suggest that digital marketing should be strategically positioned as a
reinforcing tool rather than a standalone solution. In Phase 2, digital marketing significantly
contributes to brand image formation, particularly when supported by positive customer
experiences. This indicates that digitalization efforts should be integrated with service quality
improvements to ensure consistency between online representation and offline experience.

From a policy perspective, the study highlights the importance of adopting a sequential and
behavior-oriented approach to SME development programs. Intervention A, which focuses on
promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Intervention B, which emphasizes digital marketing, plays a crucial
role in consolidating brand perception and strengthening market positioning. This suggests
that policy interventions should be designed as progressive stages, rather than isolated
programs, to ensure continuity and cumulative impact.

Importantly, the study challenges the conventional reliance on tourist spending as the primary
indicator of tourism success. While tourist spending captures short-term economic



contribution, it does not fully explain the mechanisms that sustain demand over time. The
findings demonstrate that customer satisfaction-driven behaviors such as repeat purchase and
word-of-mouth are critical drivers of sustained demand for local products. Therefore, regional
development strategies should incorporate behavioral indicators, such as satisfaction, loyalty,
and customer advocacy, as complementary measures of program effectiveness.

In the context of Malang City, where tourism and SMEs are closely interconnected, these
findings suggest that strengthening customer experience within the local souvenir sector can
generate broader economic benefits. By enhancing the capacity of SMEs in service quality,
digital marketing, and customer experience management, local governments can foster a more
resilient and sustainable tourism economy.The study provides a practical roadmap for aligning
marketing strategies, consumer behavior, and regional development objectives. By positioning
customer satisfaction as behavioral capital, it offers a more comprehensive framework for
understanding how tourism-based SMEs can contribute not only to firm-level performance but
also to long-term regional economic sustainability.
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marketing interventions with behavioral and market outcomes in tourism-based SMEs. the TSMSM model for sustainable urban planning.

Through a two-phase, time-lagged approach, the findings reveal that marketing interventions
do not produce immediate and isolated effects, but rather generate progressive behavioral
transformations.

In Phase 1, promotion and service quality significantly shape customer satisfaction and
customer loyalty, reflecting early behavioral responses following initial interventions. In Phase
2, customer satisfaction continues to influence brand image, indicating that accumulated
customer experience contributes to stronger and more stable market perceptions. These
results confirm that customer satisfaction is not merely an outcome variable, but a dynamic
and evolving construct that bridges short-term behavioral responses and long-term market
outcomes.

By integrating findings across both phases, this study conceptualizes customer satisfaction as
behavioral capital, which accumulates through repeated positive experiences and translates
into sustained demand for local products. This mechanism highlights how individual-level
consumer behavior can scale into broader economic effects, supporting SME performance and
local economic circulation.

The proposed Tourism-Based SME Marketing Sustainability Model (TSMSM) provides a
comprehensive framework that links marketing strategies, customer behavior, and regional
economic development. The model emphasizes that sustainable tourism economies are not
only driven by increasing tourist spending, but also by strengthening customer satisfaction and
experience as key drivers of repeat consumption and word-of-mouth.

From a practical perspective, the findings suggest that SME development programs should
adopt a sequential and integrated approach, combining promotion, service quality
enhancement, and digital marketing to ensure both behavioral formation and market
consolidation. For policymakers, this study highlights the importance of incorporating
behavioral indicators, such as customer satisfaction and loyalty, as complementary measures
of program effectiveness in tourism-based economic developme
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Evaluating Tourism SME Development Programs Through
Customer Satisfaction as Behavioral Capital: A Time-Lagged

Study in Malang City

Abstract

Tourism performance is commonly assessed using indicators such as
tourist arrivals and tourist spending, which capture short-term
economic effects but overlook the behavioral mechanisms that sustain
local tourism economies. This study aims to evaluate the effectiveness
of regional tourism SME development programs by positioning
customer satisfaction as behavioral capital that links policy
interventions with market sustainability and regional economic
outcomes. A time-lagged sequential explanatory mixed-methods
design is employed. Phase 1 evaluates branding-oriented interventions
(digital marketing, service quality, and promotion) by examining their
effects on customer satisfaction and brand image. Phase 2, conducted
after a temporal gap, evaluates market sustainability by assessing
customer satisfaction and its effects on customer loyalty, repeat
purchase behavior, and demand for local souvenir products.
Quantitative data were collected longitudinally from 70 customers of
Sokressh, a tourism-based SME in Malang City. The qualitative phase
uses open-ended questionnaires to explain how customer satisfaction
translates into word-of-mouth promotion and local economic
circulation. The findings indicate that customer satisfaction
significantly mediates both branding and market sustainability
outcomes and functions as behavioral capital that drives repeat
demand. Qualitative evidence shows that increases in customer
satisfaction are associated with higher repeat purchases and stronger
tourist recommendations, contributing to stable demand for local
products. The study proposes a Tourism-Based SME Marketing
Sustainability Model and demonstrates that customer satisfaction can
serve as a behavioral-based indicator of program effectiveness linking
SME support policies with regional economic development.
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1.

Introduction

Tourism has long been recognized as one of the most dynamic sectors contributing to regional
economic development. According to the World Travel &Tourims Council (2025), the sector
generates substantial economic value through its contributions to global GDP, employment,
and visitor spending. In practice, governments and policymakers predominantly rely on
quantitative indicators—such as tourist arrivals, length of stay, and tourist expenditure—to
assess tourism performance, reflecting a macroeconomic measurement approach widely
adopted in policy and research contexts (Alcala-Ordonez, 2023; Surgawati 2025). These
indicators provide clear evidence of the direct and measurable economic contributions of
tourism, particularly in terms of revenue generation and short-term economic growth.
However, an increasing body of recent literature argues that an exclusive reliance on such
aggregate metrics may result in a partial understanding of tourism'’s role in development, as it
tends to overlook broader dimensions such as sustainability, community well-being, and
localized economic impacts (Sun, 2025; Bhatt et al,, 2024). Therefore, a more comprehensive
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analytical framework is required to capture how tourism contributes to sustainable and
inclusive economic development beyond macro-level indicators.

In many tourism destinations, including emerging urban tourism hubs, increases in tourist
arrivals and spending do not necessarily translate into sustained economic benefits for local
communities, a phenomenon increasingly discussed in recent tourism studies. As noted by
(Blake et al, 2008; Vanhoye 2018), tourism growth can generate uneven economic
distribution, particularly when local linkages are weak. This discrepancy is particularly evident
in the performance of small and medium enterprises (SMEs), which play a critical role in the
tourism value chain (Rasoolimanaseh et al.,, 2021; Scheyyens & Biddulph, 2018).

Tourism-based SMEs in the souvenir sector are highly vulnerable to seasonal fluctuations and
external shocks due to their heavy reliance on tourist demand (UN Tourism, 2023).
Consequently, as argued by Font (2022), sustainable tourism development must shift from
merely chasing aggregate growth figures toward strengthening demand stability and local
participation. Focusing on value retention at the destination level is key to ensuring the
survival of local businesses and fostering a more inclusive sectoral recovery (UNWTO, 2022).
While periods of high tourist inflow may temporarily boost sales, these gains are not always
sustained over time, as emphasized by Goodwin (2021) in discussions on local economic
resilience. Consequently, short-term increases in tourism activity do not automatically
translate into stable income streams for small businesses (Rasoolimanaseh et al.,, 2021).

One key limitation of traditional tourism performance frameworks is their limited focus on
consumer behavior (Prebensen & Xie, 2021; Sharma & Nayak, 2020). Tourist spending reflects
cognitive and affective processes shaped by experiences (Hosany & Gilbert, 2019), where
interactions with destinations influence perceptions and evaluations (Rather & Camilleri,
2019). These perceptions form satisfaction, a dynamic construct influencing behavioral
intentions such as revisit and word-of-mouth (Rather, 2020; Pandey & Joshi, 2021).
Satisfaction also mediates experience quality and loyalty (Kim & Thapa, 2020; Pandey & Joshi,
2021), making it essential for understanding long-term tourism demand (Prebensen & Xie,
2021; Sharma & Nayak, 2020).

Within marketing literature, customer satisfaction is widely conceptualized as the result of
service and product quality as well as marketing performance (Ali et al,, 2021; Chiu et al.,
2020). Satisfied customers tend to demonstrate loyalty, repeat purchases, and positive brand
attitudes (Han & Hyun, 2020; Rather et al, 2022). In tourism contexts, satisfaction is also
closely associated with destination image, revisit intention, and word-of-mouth
communication (Stylos etal.,, 2021; Prayag et al,, 2020). However, despite its importance, many
empirical studies still position satisfaction as an endpoint variable rather than as a dynamic
mechanism influencing broader economic outcomes (Hassan & Soliman, 2021; Rather et al,,
2022).

This study adopts a microfoundations perspective, which argues that macro-level outcomes
emerge from aggregated individual behaviors. In tourism-based SMEs, this implies that
regional economic performance is shaped not only by structural factors but also by consumer
responses (Kozlenkova et al., 2021; Felin et al., 2020). Customer satisfaction can thus be viewed
as a micro-level mechanism influencing demand patterns and market stability (Hult et al.,
2020). Building on this, behavioral capital reflects accumulated positive consumer behaviors—
such as repeat purchase and advocacy—that sustain long-term demand and act as an intangible
strategic asset (Kozlenkova et al,, 2021; Hult et al., 2020).

Malang records approximately 3.4 million tourist visits (2025) (figure 1) (timesindonesia,
2025), creating a strong market for souvenir-based SMEs. Souvenir consumption—especially
food products such as tempe chips and apple-based snacks—has become an integral part of
the tourism experience, positioning Malang as a shopping-based tourism hub surayni &
wibowo, 2020). Tourism-based SMEs play a crucial economicrole, contributing more than 60%
of local economic activity (RadarMalang, 2023), with around 7,920 SMEs operating in the city



(UMM,2022). Within this ecosystem, customer satisfaction functions as behavioral capital,
driving repeat purchases and word-of-mouth, which sustain demand for local products and
strengthen regional economic circulation.
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Figure 1. Malang Tourism and SME Ecosystem

In this context, customer satisfaction becomes a critical determinant of how tourism demand
is transformed into sustainable economic outcomes. Souvenir products in Malang are not
merely transactional goods; they are experiential artifacts that reflect the identity of the
destination. When tourists are satisfied with their consumption experiences—whether
through product quality, service interaction, or brand perception—they are more likely to
engage in repeat purchases and recommend the products to other visitors. This behavior is
particularly relevant in Malang, where tourist mobility across destinations in the Malang Raya
area (Malang City, Batu, and Malang Regency) creates opportunities for repeated consumption
and cross-destination word-of-mouth diffusion. Furthermore, the evaluation of government-
led SME development programs often lacks a behavioral dimension. Programs such as digital
marketing training, service quality improvement initiatives, and promotional support are
typically assessed based on output indicators, such as the number of participants or the extent
of program implementation. While these metrics provide useful information about program
reach, they do not necessarily capture the effectiveness of such interventions in shaping
consumer behavior and market outcomes. As a result, there is a disconnect between policy
implementation and actual economic impact.

To address these gaps, this study proposes a behavioral-based evaluation framework for
tourism SME development programs. Specifically, it positions customer satisfaction as a form
of behavioral capital that serves as a bridge between policy interventions and economic
outcomes. By examining how marketing interventions influence customer satisfaction, and
how satisfaction in turn affects brand image, customer loyalty, and demand, the study provides
amore comprehensive understanding of program effectiveness.
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Figure 2. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion and
service quality improvement programs implemented through SME development initiatives.
This phase examines the effects of promotion (X1) and service quality (X2) on customer
satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early behavioral
responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds on
Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-over
construct, representing accumulated consumer experience across phases.

Data were collected from 700 customers across 10 tourism-based SMEs in the souvenir sector
(e.g., local food products such as chips and bakery souvenirs) under the Rumah BUMN Malang
City development program. A purposive sampling approach was applied, targeting customers
who had direct consumption experience with the SME products. Data were collected using
structured questionnaires measured on a Likert scale (1-5). The same or comparable
respondent groups were observed across both phases to capture temporal variation in
consumer behavior.

Data analysis was conducted using Partial Least Squares Structural Equation Modeling (PLS-
SEM), including measurement model evaluation (validity and reliability), structural model
testing, and mediation analysis. A complementary qualitative phase using open-ended
responses was employed to explain how customer satisfaction translates into loyalty, brand
perception, word-of-mouth, and demand formation within the local tourism economy. Within
this framework, customer satisfaction is positioned as behavioral capital, linking policy
interventions with evolving consumer behavior across phases.

Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of Intervention
A, generate strong initial behavioral responses among customers of tourism-based SMEs.
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Descriptive analysis shows that all variables are perceived at a high level, with promotion
(Mean = 4.07) and service quality (Mean = 4.02) reflecting positive evaluations of marketing
and service interventions. Customer satisfaction records a higher mean score (4.17), indicating
that customers experience a high level of fulfillment, while customer loyalty also shows a
strong level (Mean = 4.01), suggesting the presence of repeat purchase intention and
recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension within
promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1. Descriptive Statistics

Variable Mean | Category
Promotion 4.07 | High
Service Quality 4,02 | High

Customer Satisfaction | 4.17 | High

Customer Loyalty 4.01 | High

The measurement model evaluation confirms that all constructs meet the required criteria for
validity and reliability. All outer loadings exceed 0.70, indicating strong indicator reliability.
The Average Variance Extracted (AVE) values range from 0.740 to 0.879, exceeding the
minimum threshold of 0.50, thereby confirming convergent validity. Composite reliability
values range from 0.917 to 0.941, while Cronbach’s alpha coefficients exceed 0.90 for all
constructs, indicating high internal consistency.

Table 2. Measurement Model Evaluation

Construct AVE | Composite Reliability | Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer Satisfaction | 0.879 0.941 0.930
Customer Loyalty 0.795 0.928 0914

The structural model results indicate strong explanatory power. Promotion and service quality
explain 71.5% of the variance in customer satisfaction (R? = 0.715), while promotion, service
quality, and satisfaction jointly explain 70.6% of customer loyalty (R? = 0.706). The model also
demonstrates strong predictive relevance with a Q* value of 0.755, indicating a high level of



goodness of fit.

Table 3. Structural Model Results

Path B T-statistics | p-value Result
Promotion — Loyalty 0.546 | 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015 | 2.118 0.006 Supported
Service Quality — Loyalty -0.100 | 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 | 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 | 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 | 2.110 0.012 Supported
Service Quality — Customer Satisfaction — Loyalty 0.398 | 2.747 0.006 Supported

The structural model results indicate that promotion and service quality play significant roles
in shaping early-stage customer behavioral responses. Promotion has a significant positive
effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities directly
influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty (f = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.

Furthermore, service quality demonstrates a strong and highly significant effect on customer
satisfaction (B = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (8 = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct behavioral
response variable rather than a tested mediating construct. The relationships observed
indicate that both promotion and service quality contribute to shaping satisfaction and loyalty,
but the mediating mechanism is not formally examined in this phase.

The findings of phase 1 indicate that Intervention A successfully generates strong early
behavioral responses, particularly through high levels of customer satisfaction and loyalty. The
dominance of word-of-mouth behavior suggests that customers actively participate in informal
promotion, reinforcing the role of satisfaction as a behavioral mechanism. In this phase,
customer satisfaction can be interpreted as the initial formation of behavioral capital, reflecting




accumulated positive experiences that influence repeat purchase tendencies and
recommendation behavior. This behavioral capital serves as the foundation for extended
market outcomes, which are further examined in Phase 2.

The results of Phase 2 reflect the effectiveness of Intervention B, which emphasizes digital
marketing and market strengthening in shaping customer satisfaction and brand image.
Descriptive analysis indicates that all variables are perceived at a high level, confirming
positive consumer responses following the second intervention stage. Digital marketing
records a mean value of 3.92, service quality 3.94, customer satisfaction 3.81, and brand image
3.89, indicating that customers perceive both marketing and service improvements as effective
in strengthening brand perception.

At the indicator level, digital marketing is strongest in informativeness (4.03) and interactivity
(4.00), suggesting that customers value clear and responsive communication. Service quality
is dominated by assurance (4.06), reinforcing the importance of trust in shaping customer
evaluations. Meanwhile, brand image is strongest in reputation (3.96), indicating that positive
customer experiences translate into favorable brand perceptions.

Table 4. Phase 2 Descriptive Statistics

Variable Mean | Category
Digital Marketing 3.92 | High
Service Quality 394 | High

Customer Satisfaction | 3.81 | High

Brand Image 3.89 | High

The measurement model confirms strong validity and reliability across all constructs. Outer
loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong indicator
reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783, confirming
convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha values are
above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE | Composite Reliability | Cronbach’s Alpha
Digital Marketing 0.748 | 0.922 0.887
Service Quality 0.733 | 0.932 0.908
Customer Satisfaction | 0.779 | 0.913 0.858
Brand Image 0.783 | 0.915 0.861




The structural model demonstrates very strong explanatory power. The R? value for customer
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of
satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital marketing,
service quality, and satisfaction jointly explain 87.7% of brand perception. These values
indicate a highly predictive model. The predictive relevance is also very high, with a Q* value
of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient (B) | p-value Result
Digital Marketing — Brand Image 0.263 0.009 Supported
Service Quality - Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported
Digital Marketing — Satisfaction — Brand Image 0.159 0.027 Supported
Service Quality — Satisfaction — Brand Image 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509) and
satisfaction — brand image (0.311) indicate that customer evaluation mechanisms are central
in shaping brand outcomes. This suggests that digital marketing alone is not sufficient; its
effectiveness depends on how it enhances customer satisfaction.

The findings of Phase 2 indicate that Intervention B successfully strengthens brand-level
outcomes, particularly through the role of customer satisfaction as a mediating mechanism.
Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 shows that
satisfaction evolves into a mechanism that shapes brand perception and market positioning.

From a broader perspective, these results confirm that customer satisfaction functions as a
behavioral mechanism that accumulates across phases, linking initial behavioral responses
(loyalty formation) with extended market outcomes (brand image strengthening). This
reinforces its role as a foundation for sustainable demand, which is further interpreted in the
discussion section as behavioral capital.

Discussion

The findings of this study provide strong evidence that customer satisfaction plays a central
role in linking marketing interventions with evolving consumer behavior and broader market
outcomes in tourism-based SMEs. Across the two phases, the results demonstrate a clear
behavioral progression, where marketing efforts initially shape customer responses and



subsequently influence higher-order outcomes such as brand perception and market
sustainability.

In Phase 1, the results indicate that promotion and service quality significantly influence
customer satisfaction and customer loyalty. The strong effect of service quality on customer
satisfaction (f8 = 0.858) suggests that the consumption experience is a critical determinant of
how customers evaluate SME products. Meanwhile, the significant relationship between
customer satisfaction and loyalty confirms that satisfied customers are more likely to engage
in repeat purchase behavior and recommendation. Importantly, the high level of word-of-
mouth behavior observed in this phase indicates that customers actively participate in
informal promotion, extending the impact of marketing beyond firm-controlled channels.

These findings align with established marketing literature, which emphasizes that customer
satisfaction serves as a key predictor of loyalty and behavioral intention. However, this study
extends the discussion by demonstrating that satisfaction does not merely function as an
outcome variable, but as an active behavioral mechanism that mediates the transformation of
marketing inputs into observable consumer behavior. In this sense, Phase 1 captures the initial
formation of behavioral capital, reflected in repeated consumption tendencies,
recommendation behavior, and emotional attachment to the product.

Phase 2 further strengthens this argument by showing that customer satisfaction continues to
play a significant role in shaping brand image. The results reveal that both digital marketing
and service quality significantly influence customer satisfaction, which in turn significantly
affects brand image. In addition, the presence of significant indirect effects confirms that
customer satisfaction functions as a mediating mechanism in transforming marketing efforts
into brand perception.

Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 demonstrates a shift
in the role of satisfaction toward perception consolidation, where accumulated customer
experiences influence how consumers evaluate and perceive the brand. This indicates that
customer satisfaction evolves over time, moving from an immediate behavioral response to a
more stable and cumulative construct that shapes brand identity and positioning.

From a microfoundations perspective, these findings suggest that macro-level outcomes—
such as market sustainability and regional economic development—are rooted in the
aggregation of individual consumer behaviors. Customer satisfaction, as observed in this study,
represents a micro-level behavioral mechanism that drives repeated consumption,
recommendation, and brand reinforcement. When these behaviors accumulate across a large
number of consumers, they generate sustained demand for local products, thereby
strengthening the economic position of SMEs within the tourism ecosystem.

This mechanism becomes particularly relevant in the context of tourism-based SMEs, where
products such as local souvenirs are closely tied to travel experiences. The findings indicate
that satisfied customers are more likely to repurchase products during future visits and
recommend them to other tourists. This creates a self-reinforcing demand cycle, where
customer satisfaction drives both direct consumption and indirect market expansion through
social influence mechanisms.

Based on this perspective, customer satisfaction can be conceptualized as behavioral capital,
which represents the accumulation of positive consumer experiences that translate into
sustained market demand. Unlike financial capital, which is tangible and directly measurable,
behavioral capital is embedded in consumer perceptions and actions, yet it plays a crucial role
in determining the long-term sustainability of SMEs. The results of this study provide empirical
support for this concept by showing that satisfaction consistently influences both loyalty
(Phase 1) and brand image (Phase 2), thereby bridging short-term behavioral outcomes and
long-term market positioning.



The implications of these findings extend beyond the firm level and contribute to the
understanding of regional economic development. In many tourism studies, the success of a
destination is often measured through quantitative indicators such as tourist arrivals and
tourist spending. While these indicators capture short-term economic contributions, they do
not fully explain the behavioral mechanisms that sustain economic activity over time. This
study demonstrates that customer satisfaction plays a critical role in generating sustained
demand for local products, which in turn supports SME income and local economic circulation.

In the context of Malang City, where tourism and SMEs are closely interconnected, this
mechanism is particularly important. The results suggest that improving customer satisfaction
through marketing and service interventions can strengthen demand for local souvenir
products, thereby contributing to the sustainability of the local economy. This indicates that
regional development strategies should not only focus on increasing tourist spending, but also
on enhancing customer experience and satisfaction as key drivers of long-term economic
impact.

From a policy perspective, the two-phase design of this study provides practical insights into
the effectiveness of SME development programs. Intervention A, which focuses on promotion
and service quality, is effective in generating early behavioral responses such as satisfaction
and loyalty. Meanwhile, Intervention B, which emphasizes digital marketing, strengthens
brand perception and market positioning. The integration of these interventions suggests that
a sequential approach to SME development—starting from behavioral response formation and
followed by market consolidation—can produce more sustainable outcomes.

This study proposes the Tourism-Based SME Marketing Sustainability Model (figure 3), which
explains how marketing strategies, customer satisfaction, and consumer behavior interact to
generate sustained demand and support regional economic development. The model
conceptualizes sustainability as a multi-stage process that unfolds across three interconnected
layers. At the first layer, policy-driven marketing interventions namely promotion and service
quality enhancement (Intervention A), followed by digital marketing and market
strengthening (Intervention B)—serve as primary inputs that shape consumer experience. The
empirical results confirm that these interventions significantly influence customer satisfaction
in both phases, although their relative strength varies depending on the nature of the
intervention.

TOURISM BASED SME MARKETING SUSTAINASILITY MODEL (TSMSM)
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Figure 2. Tourism-Based Marketing Sustainability Model (TSMSM)

At the second layer, the study identifies customer satisfaction as behavioral capital, which acts
as a central mechanism linking marketing efforts with evolving consumer behavior. In Phase
1, customer satisfaction primarily drives customer loyalty, reflected in repeat purchase
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intention and word-of-mouth behavior. These findings indicate that satisfaction functions as
an immediate behavioral response, transforming service and promotional inputs into
observable consumer actions. In Phase 2, however, customer satisfaction evolves into a more
accumulated and stabilizing construct, significantly influencing brand image formation both
directly and indirectly. This shift demonstrates that customer satisfaction is not static but
dynamic, transitioning from short-term behavioral activation to long-term perceptual
consolidation.

At the third layer, the accumulation of loyalty and brand image strengthens market
sustainability, particularly through repeated consumption and social diffusion mechanisms. As
customers engage in repeat purchases and actively recommend products to others, demand
for local souvenir products becomes more stable and self-reinforcing. This process ultimately
contributes to local SME income growth and economic circulation, thereby supporting regional
economic development in tourism-based cities.

The TSMSM thus provides a novel explanation of how micro-level behavioral processes scale
into macro-level economic outcomes. Rather than viewing marketing performance as an
isolated firm-level phenomenon, the model demonstrates that sustained economic impact
emerges from the aggregation of individual consumer experiences and behaviors over time. In
this sense, customer satisfaction operates as an intangible yet strategic asset, embedding itself
within the consumption ecosystem and shaping long-term market dynamics.

From a theoretical perspective, this study contributes to the literature by reconceptualizing
customer satisfaction as behavioral capital, extending its role beyond a conventional outcome
variable. The results demonstrate that satisfaction functions as a behavioral transmission
mechanism, linking marketing inputs with both immediate behavioral outcomes (loyalty) and
longer-term perceptual outcomes (brand image). By integrating a time-lagged perspective, the
study also highlights the temporal dimension of marketing effectiveness, showing that
consumer responses evolve across stages rather than occurring instantaneously. Furthermore,
the findings support the microfoundations perspective, suggesting that regional economic
outcomes are rooted in the aggregation of individual-level consumer behaviors.

From a managerial standpoint, the results emphasize the critical importance of service quality
as a primary driver of customer satisfaction, particularly in the context of tourism-based SMEs.
The strong effect of service quality on satisfaction indicates that improving customer
experience—through reliability, responsiveness, and assurance—should be prioritized over
purely promotional efforts. While promotion and digital marketing remain important, their
effectiveness is contingent upon their ability to enhance or reflect actual customer experience.
Moreover, the strong presence of word-of-mouth behavior suggests that SMEs should actively
manage customer-generated content and informal promotion channels, as these represent
cost-efficient mechanisms for expanding market reach.

The findings also suggest that digital marketing should be strategically positioned as a
reinforcing tool rather than a standalone solution. In Phase 2, digital marketing significantly
contributes to brand image formation, particularly when supported by positive customer
experiences. This indicates that digitalization efforts should be integrated with service quality
improvements to ensure consistency between online representation and offline experience.

From a policy perspective, the study highlights the importance of adopting a sequential and
behavior-oriented approach to SME development programs. Intervention A, which focuses on
promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Intervention B, which emphasizes digital marketing, plays a crucial
role in consolidating brand perception and strengthening market positioning. This suggests
that policy interventions should be designed as progressive stages, rather than isolated
programs, to ensure continuity and cumulative impact.

Importantly, the study challenges the conventional reliance on tourist spending as the primary
indicator of tourism success. While tourist spending captures short-term economic



contribution, it does not fully explain the mechanisms that sustain demand over time. The
findings demonstrate that customer satisfaction-driven behaviors such as repeat purchase and
word-of-mouth are critical drivers of sustained demand for local products. Therefore, regional
development strategies should incorporate behavioral indicators, such as satisfaction, loyalty,
and customer advocacy, as complementary measures of program effectiveness.

In the context of Malang City, where tourism and SMEs are closely interconnected, these
findings suggest that strengthening customer experience within the local souvenir sector can
generate broader economic benefits. By enhancing the capacity of SMEs in service quality,
digital marketing, and customer experience management, local governments can foster a more
resilient and sustainable tourism economy.The study provides a practical roadmap for aligning
marketing strategies, consumer behavior, and regional development objectives. By positioning
customer satisfaction as behavioral capital, it offers a more comprehensive framework for
understanding how tourism-based SMEs can contribute not only to firm-level performance but
also to long-term regional economic sustainability.
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do not produce immediate and isolated effects, but rather generate progressive behavioral Malang,

transformations.

In Phase 1, promotion and service quality significantly shape customer satisfaction and
customer loyalty, reflecting early behavioral responses following initial interventions. In Phase
2, customer satisfaction continues to influence brand image, indicating that accumulated
customer experience contributes to stronger and more stable market perceptions. These
results confirm that customer satisfaction is not merely an outcome variable, but a dynamic
and evolving construct that bridges short-term behavioral responses and long-term market
outcomes.

By integrating findings across both phases, this study conceptualizes customer satisfaction as
behavioral capital, which accumulates through repeated positive experiences and translates
into sustained demand for local products. This mechanism highlights how individual-level
consumer behavior can scale into broader economic effects, supporting SME performance and
local economic circulation.

The proposed Tourism-Based SME Marketing Sustainability Model (TSMSM) provides a
comprehensive framework that links marketing strategies, customer behavior, and regional
economic development. The model emphasizes that sustainable tourism economies are not
only driven by increasing tourist spending, but also by strengthening customer satisfaction and
experience as key drivers of repeat consumption and word-of-mouth.

From a practical perspective, the findings suggest that SME development programs should
adopt a sequential and integrated approach, combining promotion, service quality
enhancement, and digital marketing to ensure both behavioral formation and market
consolidation. For policymakers, this study highlights the importance of incorporating
behavioral indicators, such as customer satisfaction and loyalty, as complementary measures
of program effectiveness in tourism-based economic developme
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Abstract

Tourism performance is commonly assessed using indicators such as

tourist arrivals and tourist spending, which capture short-term C . .
. ’ . . ustomer Satisfaction;

economic effects but overlook the behavioral mechanisms that sustain g o0 0 Capital;

local tourism economies. This study aims to evaluate the effectiveness T1qyrism SMEs;

of regional tourism SME development programs by positioning Time-Lagged Study;

customer satisfaction as behavioral capital that links policy Malang City

interventions with market sustainability and regional economic

outcomes. A time-lagged sequential explanatory mixed-methods Corresponding Author:

design is employed. Phase 1 evaluates branding-oriented interventions Wahju Wulandari _

(digital marketing, service quality, and promotion) by examining their (Wulan@widyagama.ac.id)

effects on customer satisfaction and brand image. Phase 2, conducted

after temporal gap, evaluates market sustainability by assessing

customer satisfaction and its effects on customer loyalty, repeat

purchase behavior, and demand for local souvenir products.

Quantitative data were collected longitudinally from 70 customers of

Sokressh, a tourism-based SME in Malang City. The qualitative phase

uses open-ended questionnaires to explain how customer satisfaction

translates into word-of-mouth promotion and local economic

circulation. The findings indicate that customer satisfaction

significantly mediates both branding and market sustainability

outcomes and functions as behavioral capital that drives repeat

demand. Qualitative evidence shows that increases in customer

satisfaction are associated with higher repeat purchases and stronger

tourist recommendations, contributing to stable demand for local

products. The study proposes Tourism-Based SME Marketing

Sustainability Model and demonstrates that customer satisfaction can

serve as a behavioral-based indicator of program effectiveness linking

SME support policies with regional economic development. Findings

show satisfaction as behavioral capital strengthens local demand,

stabilizes SME income, and enhances resilience in tourism-based cities

like Malang.
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1. Introduction

Tourism has long been recognized as one of the most dynamic sectors contributing to
regional economic development. According to the (Enger et al.,, (2015), the sector generates
substantial economic value through its contributions to global GDP, employment, and visitor
spending. In practice, governments and policymakers predominantly rely on quantitative
indicators such as tourist arrivals, length of stay, and tourist expenditure to assess tourism
performance, reflecting a macroeconomic measurement approach widely adopted in policy
and research contexts (Alcala-Ordéfiez et al., 2024; Surgawati et al., 2025). These indicators
provide clear evidence of the direct and measurable economic contributions of tourism,
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particularly in terms of revenue generation and short-term economic growth. However, an
increasing body of recent literature argues that an exclusive reliance on such aggregate metrics
may result in a partial understanding of tourism’s role in development, as it tends to overlook
broader dimensions such as sustainability, community well-being, and localized economic
impacts (Bhatt et al.,, 2024; Sun et al,, 2025). Therefore, a more comprehensive analytical
framework is required to capture how tourism contributes to sustainable and inclusive
economic development beyond macro-level indicators.

In the context of urban development, this limitation becomes more critical, as city-level
economic sustainability depends not only on aggregate tourism performance but also on how
local economic actors particularly SMEs capture and retain value within the urban system.
Without understanding the behavioral mechanisms that sustain demand, tourism growth may
fail to generate long-term economic stability at the city level.

This indicates that SMEs are not merely business entities but key components of the urban
economic structure, functioning as drivers of local circulation and value retention. Therefore,
evaluating SME performance through a behavioral lens becomes essential for understanding
how tourism contributes to sustainable urban development in Malang City. Strengthening
MSMESs in community-based tourism destinations has been shown to play a significant role in
enhancing local economic resilience through increased financial literacy, production
innovation, and utilization of environmentally-based resources (Iswari et al., 2023)

In many tourism destinations, including emerging urban tourism hubs, increases in tourist
arrivals and spending do not necessarily translate into sustained economic benefits for local
communities, a phenomenon increasingly discussed in recent tourism studies. As noted by
Blake et al,, (2008) and Vanhove, 2018), tourism growth can generate uneven economic
distribution, particularly when local linkages are weak. This discrepancy is particularly evident
in the performance of small and medium enterprises (SMEs), which play a critical role in the
tourism value chain (Rasoolimanesh et al., 2021; Scheyvens et al., 2018).

Tourism-based SMEs in the souvenir sector are highly vulnerable to seasonal fluctuations
and external shocks due to their heavy reliance on tourist demand (Organisation et al., 2021).
Consequently, as argued by Font et al,, (2017), sustainable tourism development must shift
from merely chasing aggregate growth figures toward strengthening demand stability and
local participation. Focusing on value retention at the destination level is key to ensuring the
survival of local businesses and fostering a more inclusive sectoral recovery (World Tourism
Organization., 2022). While periods of high tourist inflow may temporarily boost sales, these
gains are not always sustained over time, as emphasized in discussions on local economic
resilience. Consequently, short-term increases in tourism activity do not automatically
translate into stable income streams for small businesses (Rasoolimanesh et al., 2021).

One key limitation of traditional tourism performance frameworks is their limited focus
on consumer behavior (Prebensen et al., 2017; Sharma et al., 2020). Tourist spending reflects
cognitive and affective processes shaped by experiences Hosany et al, (2010), where
interactions with destinations influence perceptions and evaluations (Rather et al.,, 2019).
These perceptions form satisfaction, a dynamic construct influencing behavioral intentions
such as revisit and word-of-mouth (Haji et al., 2022; Rather, 2020). Satisfaction also mediates
experience quality and loyalty (Haji et al., 2022; Kim et al.,, 2018). Making it essential for
understanding long-term tourism demand (Prebensen et al.,, 2017; Sharma et al., 2020).

Within marketing literature, customer satisfaction is widely conceptualized as the result
of service and product quality as well as marketing performance (Ali et al,, 2018; Chiu et al,,
2016). Satisfied customers tend to demonstrate loyalty, repeat purchases, and positive brand
attitudes (Han et al., 2017; Rather et al., 2022). In tourism contexts, satisfaction is also closely
associated with destination image, revisit intention, and word-of-mouth communication
(Artal-Tur et al., 2019; Stylos et al,, 2016). However, despite its importance, many empirical
studies still position satisfaction as an endpoint variable rather than as a dynamic mechanism
influencing broader economic outcomes (Rather et al., 2022; Tesalonika et al.,, 2026).

This study adopts a microfoundations perspective, which argues that macro-level
outcomes emerge from aggregated individual behaviors. In tourism-based SMEs, this implies
that regional economic performance is shaped not only by structural factors but also by
consumer responses (Felin etal., 2015; Kozlenkova et al., 2014). Customer satisfaction can thus
be viewed as a micro-level mechanism influencing demand patterns and market stability (Hult



et al, 2017). Building on this, behavioral capital reflects accumulated positive consumer
behaviors such as repeat purchase and advocacy that sustain long-term demand and act as an
intangible strategic asset (Hult et al., 2017; Kozlenkova et al., 2014).

Malang records approximately 3.4 million tourist visits (2025) (figure 1)by TIMES
Indonesia., (2025), creating a strong market for souvenir-based SMEs. Souvenir consumption
especially food products such as tempe chips and apple-based snacks has become an integral
part of the tourism experience, positioning Malang as a shopping-based tourism hub (Sunaryo
etal.,, 2019). Tourism-based SMEs play a crucial economic role, contributing more than 60% of
local economic activity (Radar Malang., 2023), with around 7,920 SMEs operating in the city
(Universitas Muhammadiyah Malang., 2022). Within this ecosystem, customer satisfaction
functions as behavioral capital, driving repeat purchases and word-of-mouth, which sustain
demand for local products and strengthen regional economic circulation.
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Figure 1. Malang Tourism and SME Ecosystem

In this context, customer satisfaction becomes a critical determinant of how tourism
demand is transformed into sustainable economic outcomes. Souvenir products in Malang are
not merely transactional goods; they are experiential artifacts that reflect the identity of the
destination. When tourists are satisfied with their consumption experiences whether through
product quality, service interaction, or brand perception they are more likely to engage in
repeat purchases and recommend the products to other visitors. This behavior is particularly
relevant in Malang, where tourist mobility across destinations in the Malang Raya area (Malang
City, Batu, and Malang Regency) creates opportunities for repeated consumption and cross-
destination word-of-mouth diffusion. Furthermore, the evaluation of government-led SME
development programs often lacks a behavioral dimension. Programs such as digital marketing
training, service quality improvement initiatives, and promotional support are typically
assessed based on output indicators, such as the number of participants or the extent of
program implementation. While these metrics provide useful information about program
reach, they do not necessarily capture the effectiveness of such interventions in shaping
consumer behavior and market outcomes. As a result, there is a disconnect between policy
implementation and actual economic impact.

To address these gaps, this study proposes a behavioral-based evaluation framework for
tourism SME development programs. Specifically, it positions customer satisfaction as a form
of behavioral capital that serves as a bridge between policy interventions and economic
outcomes. By examining how marketing interventions influence customer satisfaction, and
how satisfaction in turn affects brand image, customer loyalty, and demand, the study provides
a more comprehensive understanding of program effectiveness.

By integrating a behavioral perspective into the evaluation of SME development
programs, this study also contributes to urban policy analysis by offering an alternative
framework for assessing program effectiveness beyond conventional output indicators. This



approach is particularly relevant for city governments aiming to strengthen tourism-based
economic resilience through SME empowerment.

2. Methods

This study employs a time-lagged sequential explanatory mixed-method design to evaluate
the effectiveness of tourism SME development interventions across two phases (figure 2)

Fgure | Reseanch Framework. T Plase Evaluation of Goversment batorvestions
ot Tosnrisen SME Contosars

PASE T

A : Onsoome o Phase 1 ()
P s b Sl
- " L e T
st

- —~ ot L v
——— Seblotee Uy Lupady ~beard wpee

‘.

Ry

VT g Tt Sevrvst
v

" - U of s 2 (12

hand Vet M - b e et - - —

R e T P

: -
" Vi b 1 e Lt
208 @ L ﬁ L - M ML 94 08 N R T AT
mw — Wy S Nl Bl e Lons Mg " -
tape joeban o s W D dans el

Figure 2. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion
and service quality improvement programs implemented through SME development
initiatives. This phase examines the effects of promotion (X1) and service quality (X2) on
customer satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early
behavioral responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds on
Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-over
construct, representing accumulated consumer experience across phases.

This design is particularly relevant in the context of evaluating city-level development
programs, as it allows the study to capture not only immediate behavioral responses but also
the sustainability of policy impacts over time, which is critical for urban economic planning.

Data were collected from 700 customers across 10 tourism-based SMEs in the souvenir
sector (e.g., local food products such as chips and bakery souvenirs) under the Rumah BUMN
Malang City development program. A purposive sampling approach was applied, targeting
customers who had direct consumption experience with the SME products. Data were collected
using structured questionnaires measured on a Likert scale (1-5). The same or comparable
respondent groups were observed across both phases to capture temporal variation in
consumer behavior. The selected SMEs represent a segment of the urban tourism economy,
allowing the findings to reflect broader behavioral patterns within the city-level economic
ecosystem.

Data analysis was conducted using Partial Least Squares Structural Equation Modeling
(PLS-SEM), including measurement model evaluation (validity and reliability), structural
model testing, and mediation analysis. A complementary qualitative phase using open-ended
responses was employed to explain how customer satisfaction translates into loyalty, brand
perception, word-of-mouth, and demand formation within the local tourism economy. Within



this framework, customer satisfaction is positioned as behavioral capital, linking policy
interventions with evolving consumer behavior across phases.

. Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of
Intervention A, generate strong initial behavioral responses among customers of tourism-
based SMEs. Descriptive analysis shows that all variables are perceived at a high level, with
promotion (Mean = 4.07) and service quality (Mean = 4.02) reflecting positive evaluations of
marketing and service interventions. Customer satisfaction records a higher mean score (4.17),
indicating that customers experience a high level of fulfillment, while customer loyalty also
shows a strong level (Mean = 4.01), suggesting the presence of repeat purchase intention and
recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension
within promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1. Descriptive Statistics

Variable Mea Category
n
Promotion 4.07 High
Service Quality 4.02  High

Customer Satisfaction 4.17  High

Customer Loyalty 4.01 High

The measurement model evaluation confirms that all constructs meet the required
criteria for validity and reliability. All outer loadings exceed 0.70, indicating strong indicator
reliability. The Average Variance Extracted (AVE) values range from 0.740 to 0.879, exceeding
the minimum threshold of 0.50, thereby confirming convergent validity. Composite reliability
values range from 0.917 to 0.941, while Cronbach’s alpha coefficients exceed 0.90 for all
constructs, indicating high internal consistency.

Table 2. Measurement Model Evaluation

Construct AVE Composite Reliability Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer Satisfaction 0.879 0.941 0.930
Customer Loyalty 0.795 0.928 0.914

The structural model results indicate strong explanatory power. Promotion and service
quality explain 71.5% of the variance in customer satisfaction (R* = 0.715), while promotion,
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R* = 0.706). The
model also demonstrates strong predictive relevance with a Q% value of 0.755, indicating a high
level of goodness of fit.

The measurement model is further illustrated in Figure 3, showing the relationship
between latent constructs and their indicators along with outer loadings.
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Figure 3. Outer Model

Figure 3. presents the outer model, confirming that all indicators load significantly on
their respective constructs with strong loading values, indicating high indicator reliability. The
absence of weak loadings suggests that no indicators need to be removed from the model.
Furthermore, all indicators are statistically significant (p < 0.05), reinforcing their contribution
to construct measurement. These findings are consistent with the AVE and composite
reliability values reported in Table 2, confirming that the model satisfies convergent validity
and internal consistency requirements. Therefore, the measurement model is considered
robust and suitable for structural model evaluation.

Table 3. Structural Model Results

Path B T-statistics p- Result
value
Promotion — Loyalty 0.546 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015 2.118 0.006 Supported
Service Quality — Loyalty -0.100 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 2.110 0.012 Supported

Service Quality — Customer Satisfaction — Loyalty 0.398 2.747

0.006

Supported

The structural model results indicate that promotion and service quality play significant

roles in shaping early-stage customer behavioral responses. Promotion has a significant
positive effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities
directly influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty ( = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.



Furthermore, service quality demonstrates a strong and highly significant effect on
customer satisfaction (3 = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (8 = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct
behavioral response variable rather than a tested mediating construct. The relationships
observed indicate that both promotion and service quality contribute to shaping satisfaction
and loyalty, but the mediating mechanism is not formally examined in this phase.

The findings of phase 1 indicate that Intervention A successfully generates strong early
behavioral responses, particularly through high levels of customer satisfaction and loyalty. The
dominance of word-of-mouth behavior suggests that customers actively participate in informal
promotion, reinforcing the role of satisfaction as a behavioral mechanism. In this phase,
customer satisfaction can be interpreted as the initial formation of behavioral capital, reflecting
accumulated positive experiences that influence repeat purchase tendencies and
recommendation behavior. This behavioral capital serves as the foundation for extended
market outcomes, which are further examined in Phase 2.

The results of Phase 2 reflect the effectiveness of Intervention B, which emphasizes digital
marketing and market strengthening in shaping customer satisfaction and brand image.
Descriptive analysis indicates that all variables are perceived at a high level, confirming
positive consumer responses following the second intervention stage. Digital marketing
records a mean value of 3.92, service quality 3.94, customer satisfaction 3.81, and brand image
3.89, indicating that customers perceive both marketing and service improvements as effective
in strengthening brand perception.

At the indicator level, digital marketing is strongest in informativeness (4.03) and
interactivity (4.00), suggesting that customers value clear and responsive communication.
Service quality is dominated by assurance (4.06), reinforcing the importance of trustin shaping
customer evaluations. Meanwhile, brand image is strongest in reputation (3.96), indicating
that positive customer experiences translate into favorable brand perceptions.

The structural relationships among variables are illustrated in Figure 4, highlighting the
path coefficients and significance levels.

x! -
oAl
a Pramation
A ans 0 Sen yi!
£ v
no
o N
‘5 2 b
1) 045
195 =
nJ
Lorpalitay a
yiA
v
x ngre
- ’
LR L
| -0 -
L

Y2 service Pelivanan

Figure 4. Inner Model

Figure X illustrates the inner model, confirming that the model has strong predictive
capability, as reflected by R* values of 0.715 (customer satisfaction) and 0.706 (customer
loyalty). Promotion significantly influences customer loyalty (f = 0.546), while its effect on
customer satisfaction is minimal (8 = -0.015). In contrast, service quality shows a substantial
impact on customer satisfaction (§ = 0.858), but a weak direct effect on loyalty (8 = -0.100).



Customer satisfaction significantly affects customer loyalty (§ = 0.459), supporting its role as
a key mediating construct. These findings indicate that customer loyalty is primarily driven by
satisfaction, particularly as a result of service quality, highlighting the importance of
experiential factors in shaping consumer behavior.

Table 4. Phase 2 Descriptive Statistics

Variable Mea Category
n
Digital Marketing 392 High
Service Quality 3.94 High

Customer Satisfaction 3.81  High

Brand Image 3.89  High

The measurement model confirms strong validity and reliability across all constructs.
Outer loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong
indicator reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783,
confirming convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha
values are above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE Composite Reliability Cronbach’s Alpha
Digital Marketing 0.748 0.922 0.887
Service Quality 0.733 0.932 0.908
Customer Satisfaction 0.779 0.913 0.858
Brand Image 0.783 0.915 0.861

The structural model demonstrates very strong explanatory power. The R? value for
customer satisfaction is 0.839, indicating that digital marketing and service quality explain
83.9% of satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital
marketing, service quality, and satisfaction jointly explain 87.7% of brand perception. These
values indicate a highly predictive model. The predictive relevance is also very high, with a Q*
value of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient (f3) p- Result
value
Digital Marketing — Brand Image 0.263 0.009 Supported
Service Quality — Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported

Digital Marketing — Satisfaction — Brand Image 0.159 0.027 Supported




Service Quality — Satisfaction —» Brand Image 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509) and
satisfaction — brand image (0.311) indicate that customer evaluation mechanisms are central
in shaping brand outcomes. This suggests that digital marketing alone is not sufficient; its
effectiveness depends on how it enhances customer satisfaction.

The findings of Phase 2 indicate that Intervention B successfully strengthens brand-level
outcomes, particularly through the role of customer satisfaction as a mediating mechanism.
Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 shows that
satisfaction evolves into a mechanism that shapes brand perception and market positioning.

From a broader perspective, these results confirm that customer satisfaction functions as
a behavioral mechanism that accumulates across phases, linking initial behavioral responses
(loyalty formation) with extended market outcomes (brand image strengthening). This
reinforces its role as a foundation for sustainable demand, which is further interpreted in the
discussion section as behavioral capital.

Discussion

The findings of this study provide strong evidence that customer satisfaction plays a
central role in linking marketing interventions with evolving consumer behavior and broader
market outcomes in tourism-based SMEs. Across the two phases, the results demonstrate a
clear behavioral progression, where marketing efforts initially shape customer responses and
subsequently influence higher-order outcomes such as brand perception and market
sustainability.

In Phase 1, the results indicate that promotion and service quality significantly influence
customer satisfaction and customer loyalty. The strong effect of service quality on customer
satisfaction ( = 0.858) suggests that the consumption experience is a critical determinant of
how customers evaluate SME products. Meanwhile, the significant relationship between
customer satisfaction and loyalty confirms that satisfied customers are more likely to engage
in repeat purchase behavior and recommendation. Importantly, the high level of word-of-
mouth behavior observed in this phase indicates that customers actively participate in
informal promotion, extending the impact of marketing beyond firm-controlled channels
(Rather et al.,, 2022).

These findings align with established marketing literature, which emphasizes that
customer satisfaction serves as a key predictor of loyalty and behavioral intention. However,
this study extends the discussion by demonstrating that satisfaction does not merely function
as an outcome variable, but as an active behavioral mechanism that mediates the
transformation of marketing inputs into observable consumer behavior. In this sense, Phase 1
captures the initial formation of behavioral capital, reflected in repeated consumption
tendencies, recommendation behavior, and emotional attachment to the product.

Phase 2 further strengthens this argument by showing that customer satisfaction
continues to play a significant role in shaping brand image. The results reveal that both digital
marketing and service quality significantly influence customer satisfaction, which in turn
significantly affects brand image (Stylos et al,, 2016). In addition, the presence of significant
indirect effects confirms that customer satisfaction functions as a mediating mechanism in
transforming marketing efforts into brand perception.

Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 demonstrates a
shift in the role of satisfaction toward perception consolidation, where accumulated customer
experiences influence how consumers evaluate and perceive the brand. This indicates that
customer satisfaction evolves over time, moving from an immediate behavioral response to a
more stable and cumulative construct that shapes brand identity and positioning (Prebensen
etal,, 2017).

From a microfoundations perspective, these findings suggest that macro-level outcomes
such as market sustainability and regional economic development are rooted in the



aggregation of individual consumer behaviors. Customer satisfaction, as observed in this study,
represents a micro-level behavioral mechanism that drives repeated consumption,
recommendation, and brand reinforcement. When these behaviors accumulate across a large
number of consumers, they generate sustained demand for local products, thereby
strengthening the economic position of SMEs within the tourism ecosystem.

When aggregated across alarge number of consumers, these behavioral patterns generate
a multiplier effect within the urban economy, where repeated consumption and word-of-
mouth promotion contribute to sustained demand for local products, ultimately strengthening
the economic structure of the city (Scheyvens et al.,, 2018).

This mechanism becomes particularly relevant in the context of tourism-based SMEs,
where products such as local souvenirs are closely tied to travel experiences. The findings
indicate that satisfied customers are more likely to repurchase products during future visits
and recommend them to other tourists (Rasoolimanesh et al.,, 2021). This creates a self-
reinforcing demand cycle, where customer satisfaction drives both direct consumption and
indirect market expansion through social influence mechanisms.

Based on this perspective, customer satisfaction can be conceptualized as behavioral
capital, which represents the accumulation of positive consumer experiences that translate
into sustained market demand. Unlike financial capital, which is tangible and directly
measurable, behavioral capital is embedded in consumer perceptions and actions, yet it plays
a crucial role in determining the long-term sustainability of SMEs. The results of this study
provide empirical support for this concept by showing that satisfaction consistently influences
both loyalty (Phase 1) and brand image (Phase 2), thereby bridging short-term behavioral
outcomes and long-term market positioning.

The implications of these findings extend beyond the firm level and contribute to the
understanding of regional economic development. In many tourism studies, the success of a
destination is often measured through quantitative indicators such as tourist arrivals and
tourist spending (Surgawati et al., 2025). While these indicators capture short-term economic
contributions, they do not fully explain the behavioral mechanisms that sustain economic
activity over time. This study demonstrates that customer satisfaction plays a critical role in
generating sustained demand for local products, which in turn supports SME income and local
economic circulation.

In the context of Malang City, where tourism and SMEs are closely interconnected, this
mechanism is particularly important. The results suggest that improving customer satisfaction
through marketing and service interventions can strengthen demand for local souvenir
products, thereby contributing to the sustainability of the local economy. This indicates that
regional development strategies should not only focus on increasing tourist spending, but also
on enhancing customer experience and satisfaction as key drivers of long-term economic
impact. This mechanism is particularly significant in urban contexts such as Malang City, where
tourism and SMEs are deeply interconnected within the local economic system. The
accumulation of customer-driven demand not only benefits individual firms but also enhances
the overall economic resilience of the city (Font et al,, 2017).

From a policy perspective, the two-phase design of this study provides practical insights
into the effectiveness of SME development programs. Intervention A, which focuses on
promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Meanwhile, Intervention B, which emphasizes digital marketing,
strengthens brand perception and market positioning. The integration of these interventions
suggests that a sequential approach to SME development starting from behavioral response
formation and followed by market consolidation can produce more sustainable outcomes.

This study proposes the Tourism-Based SME Marketing Sustainability Model (figure 3),
which explains how marketing strategies, customer satisfaction, and consumer behavior
interact to generate sustained demand and support regional economic development. The
model conceptualizes sustainability as a multi-stage process that unfolds across three
interconnected layers. At the first layer, policy-driven marketing interventions namely
promotion and service quality enhancement (Intervention A), followed by digital marketing
and market strengthening (Intervention B) serve as primary inputs that shape consumer
experience. The empirical results confirm that these interventions significantly influence



customer satisfaction in both phases, although their relative strength varies depending on the
nature of the intervention.
TOURISM-BASED SME MARKETING SUSTAINABILITY MODEL (TSMSM)
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Figure 5. Tourism-Based Marketing Sustainability Model (TSMSM)

At the second layer, the study identifies customer satisfaction as behavioral capital, which
acts as a central mechanism linking marketing efforts with evolving consumer behavior. In
Phase 1, customer satisfaction primarily drives customer loyalty, reflected in repeat purchase
intention and word-of-mouth behavior. These findings indicate that satisfaction functions as
an immediate behavioral response, transforming service and promotional inputs into
observable consumer actions. In Phase 2, however, customer satisfaction evolves into a more
accumulated and stabilizing construct, significantly influencing brand image formation both
directly and indirectly. This shift demonstrates that customer satisfaction is not static but
dynamic, transitioning from short-term behavioral activation to long-term perceptual
consolidation (Prebensen et al., 2017).

At the third layer, the accumulation of loyalty and brand image strengthens market
sustainability, particularly through repeated consumption and social diffusion mechanisms. As
customers engage in repeat purchases and actively recommend products to others, demand
for local souvenir products becomes more stable and self-reinforcing. This process ultimately
contributes to local SME income growth and economic circulation, thereby supporting regional
economic development in tourism-based cities (World Tourism Organization., 2022).

The TSMSM thus provides a novel explanation of how micro-level behavioral processes
scale into macro-level economic outcomes. Rather than viewing marketing performance as an
isolated firm-level phenomenon, the model demonstrates that sustained economic impact
emerges from the aggregation of individual consumer experiences and behaviors over time. In
this sense, customer satisfaction operates as an intangible yet strategic asset, embedding itself
within the consumption ecosystem and shaping long-term market dynamics.

From a theoretical perspective, this study contributes to the literature by
reconceptualizing customer satisfaction as behavioral capital, extending its role beyond a
conventional outcome variable. The results demonstrate that satisfaction functions as a
behavioral transmission mechanism, linking marketing inputs with both immediate behavioral
outcomes (loyalty) and longer-term perceptual outcomes (brand image). By integrating a time-
lagged perspective, the study also highlights the temporal dimension of marketing
effectiveness, showing that consumer responses evolve across stages rather than occurring
instantaneously. Furthermore, the findings support the microfoundations perspective,
suggesting that regional economic outcomes are rooted in the aggregation of individual-level
consumer behaviors.

From a managerial standpoint, the results emphasize the critical importance of service
quality as a primary driver of customer satisfaction, particularly in the context of tourism-
based SMEs. The strong effect of service quality on satisfaction indicates that improving
customer experience through reliability, responsiveness, and assurancenshould be prioritized



over purely promotional efforts (Han et al., 2017). While promotion and digital marketing
remain important, their effectiveness is contingent upon their ability to enhance or reflect
actual customer experience. Moreover, the strong presence of word-of-mouth behavior
suggests that SMEs should actively manage customer-generated content and informal
promotion channels, as these represent cost-efficient mechanisms for expanding market reach.

The findings also suggest that digital marketing should be strategically positioned as a
reinforcing tool rather than a standalone solution. In Phase 2, digital marketing significantly
contributes to brand image formation, particularly when supported by positive customer
experiences. This indicates that digitalization efforts should be integrated with service quality
improvements to ensure consistency between online representation and offline experience.

From a policy perspective, the study highlights the importance of adopting a sequential
and behavior-oriented approach to SME development programs. Intervention A, which focuses
on promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Intervention B, which emphasizes digital marketing, plays a crucial
role in consolidating brand perception and strengthening market positioning. This suggests
that policy interventions should be designed as progressive stages, rather than isolated
programs, to ensure continuity and cumulative impact.

Importantly, the study challenges the conventional reliance on tourist spending as the
primary indicator of tourism success (Bhatt et al., 2024). While tourist spending captures
short-term economic contribution, it does not fully explain the mechanisms that sustain
demand over time. The findings demonstrate that customer satisfaction-driven behaviors such
as repeat purchase and word-of-mouth are critical drivers of sustained demand for local
products. Therefore, regional development strategies should incorporate behavioral
indicators, such as satisfaction, loyalty, and customer advocacy, as complementary measures
of program effectiveness.

In the context of Malang City, where tourism and SMEs are closely interconnected, these
findings suggest that strengthening customer experience within the local souvenir sector can
generate broader economic benefits. By enhancing the capacity of SMEs in service quality,
digital marketing, and customer experience management, local governments can foster a more
resilient and sustainable tourism economy.The study provides a practical roadmap for aligning
marketing strategies, consumer behavior, and regional development objectives. By positioning
customer satisfaction as behavioral capital, it offers a more comprehensive framework for
understanding how tourism-based SMEs can contribute not only to firm-level performance but
also to long-term regional economic sustainability.

From an urban development perspective, the findings of this study suggest that behavioral
capital plays a crucial role in strengthening local economic sustainability. Unlike traditional
economic indicators, behavioral capital captures the continuity of demand, which is essential
for maintaining stable income flows within the city. This highlights the importance of
integrating behavioral indicators into urban economic planning, particularly in tourism-based
cities.

Urban Policy Implications

The findings of this study provide important implications for city-level policymakers,
particularly in the design and evaluation of tourism and SME development programs. Local
governments, such as the Malang City administration, should incorporate behavioral indicators
such as customer satisfaction, loyalty, and word-of-mouth into their policy evaluation
frameworks. These indicators offer a more comprehensive understanding of program
effectiveness by capturing the sustainability of demand rather than merely short-term outputs.
Furthermore, integrating behavioral capital into urban development strategies can support the
creation of a more resilient local economy, where SMEs are able to sustain income through
stable and recurring demand. This approach aligns with the need for adaptive and inclusive
urban economic policies in tourism-based cities.

4. Conclusion
This study demonstrates that customer satisfaction plays a critical role in connecting
marketing interventions with behavioral and market outcomes in tourism-based SMEs.



Through a two-phase, time-lagged approach, the findings reveal that marketing interventions
do not produce immediate and isolated effects, but rather generate progressive behavioral
transformations.

In Phase 1, promotion and service quality significantly shape customer satisfaction and
customer loyalty, reflecting early behavioral responses following initial interventions. In Phase
2, customer satisfaction continues to influence brand image, indicating that accumulated
customer experience contributes to stronger and more stable market perceptions. These
results confirm that customer satisfaction is not merely an outcome variable, but a dynamic
and evolving construct that bridges short-term behavioral responses and long-term market
outcomes.

By integrating findings across both phases, this study conceptualizes customer
satisfaction as behavioral capital, which accumulates through repeated positive experiences
and translates into sustained demand for local products. This mechanism highlights how
individual-level consumer behavior can scale into broader economic effects, supporting SME
performance and local economic circulation.

The proposed Tourism-Based SME Marketing Sustainability Model (TSMSM) provides a
comprehensive framework that links marketing strategies, customer behavior, and regional
economic development. The model emphasizes that sustainable tourism economies are not
only driven by increasing tourist spending, but also by strengthening customer satisfaction and
experience as key drivers of repeat consumption and word-of-mouth.

From a practical perspective, the findings suggest that SME development programs should
adopt a sequential and integrated approach, combining promotion, service quality
enhancement, and digital marketing to ensure both behavioral formation and market
consolidation. For policymakers, this study highlights the importance of incorporating
behavioral indicators, such as customer satisfaction and loyalty, as complementary measures
of program effectiveness in tourism-based economic developme.

At the city level, these findings emphasize that sustainable tourism development requires
more than increasing visitor numbers or spending. Instead, it depends on the ability of local
economic systems to convert tourist experiences into sustained demand for local products. By
positioning customer satisfaction as behavioral capital, this study offers a strategic framework
for strengthening urban economic resilience through SME-driven tourism development.
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Evaluating Tourism SME Development Programs Through
Customer Satisfaction as Behavioral Capital: A Time-Lagged

Study in Malang City

Abstract

Tourtsm pedarmanoe i commonly amsessed wang mdicatars soch =
rourist arrivals ardd tourisr spending which  caprure ghore-tenm
econmmic effects bat daeeriook the behavioral medvanims that sustain
laza] bourism economies. This stusdy aims to evaluate the effeciveness
af reglonal teurkn SME development progrmis by positioning
custorner  satielaction a3 behawviordl  capital  that links  palicy
interrentlons  with market sostainabiliy and regional eoonomic
outinmed, & tinwslopped  sequentiol - esplanatory miged-methods
designis emplayed. Phese 1 ewaluates branding-oriented imterventions
{digital marketing, service quality, and pramotan] by examining their
effects em custaimer satsfaction anil brani image. Phase 2. conducied
ufter temporal gap. evaluates market sustaimability by asessing
customer sabsfaction and s effects on customsr layalty, ropeat
purchase  behavior, and demand foe lodal ssewsenie produdts
Quantitative data were collocted lenpisdinally fram 7 customers of
Sokressh, a tourism-based SME [n Malang City. The qualitative phase
uses opin-ended quul'u.lnnui.rnmt'xpla.in han cuabamier satiskaction
transates  into word-of-mouth  promotbon and  local  eoonomic
cirguloticnn.  The  [ndings  iodicaie  thal  coslmner  =alialastion
significactly mediates both brandiog and market sustainabdlity
oitcapnes apl functions as behavioral capial thar drives repeat
demand. Qualitattve evidence shows that increases In custamer
satichaction ar e aseociated with higher repeat purchases and Strorger
tourist recominsnostors, contrbating to stable demand for local
pradusts. The study proposes Tourism-Based SME  Marketing
Sustainabdlity Model and demonstrates that costomer satisfaction can
serve 25 a behawioral-based indicator of program efectivencss linking
FME suppart policies with regional econamic development. Findings
show satisfaction as behavioral capital strengthens local demand,
alabitizes SME indome, and enlances resilionde in coursin-oased dies
Like bokadang.

Article Info
Beywards:

Cusscamer Sabiskactian
Eeehaviiral Capal
Totiris: S Es;
Timse-Lapgad Study;
Pidasg Tity

-?Inl:rnducﬂnn

Tourlsm hes long been recognized a5 one of the most dynamic sectors contributing o rogional
eonnomic development. According to the World Travel et al, (2025), the sector generates
substantial econnmie valoe thraugh its contribotions e ghabal GIE, employmient, and visitor
spendirg, In practice, gevernments and policgmakers predominantly cely on queistitative
incicators such as tourist arrivaks, length of stay, end tourist expenditure to asscss tourism
performance, reflecting a msacrpeconpmic measurement approach widely adopted in policy
and rezparch contexts [Alcali-Ordabes e al. 2024; Surgawatl ot al., 20085) These indicators
provide clear evidence of the dinect and measurable economic contribetions of tourism,
partecularly in terms of revenoe peneration and short-term econamic groweth, However, an
imcreasing body of recent literature arpues that an exclusive rel lance on such aggrepate metrics
ey result in o partis] wnderstanding of tourisim's role in development, a8 it tonds te overlock
brosder dimensions such ag sustainability, commuanity well-being, and bosslized economic




mpacts [Bhatt et al, Z0Z4; Sun et al, 2025). Therebore, a more comprehensive amalytical
framewsrk 12 required to capture how tourtem contributes to sustainable and inclugive
evonomic development beyond macr o-level indiators,

In the context of urban development, this Hmitation becomes mmeare critical, as city-bevel
coonomic sustainability depends not anly on aggregate ourism pecformance but also on how
local economik aciors particularly SMEs capture and retain value within the urban system
Without understanding the behavioral mechantsms that sustain demanrd, toarism growth may
tail to generate long-term coonomic stability o the by level,

This indicabes that SMEs are ool merely business entities bul key comporents of the urban
eennomiec structore, functiming as deivers of local circulagion and valee retention, Therefome.
evaluating SME performance through a kehavioral lens becomes essential for understanding
how tourism contributes fo sustainable urban development in Malang City, Strengthening
MEMES in communing-based roorksm destinatng has been shown to play a significant rale in
enhancing local ecomomic resilience  throogh  increased  Gnancial literscy, prodoction
Ennaovation, and oeilization of envimamentalby-baged resaurces (s et al, 20237

In many rourism destinationg, inchafing emerging urkan tourism bubs, increases intourse
arrivals and spending do not pecessarily tramstate into sustalned economic benefits for local
communities, a phenomenen increasingly discussed in recent ourisin sudies. As noted by
Blake et al, (200} and Yanhove, 2008, twourism growth can generate aneven ecommmic
di wrn, particularly when local linkages areweak. This di pangy i particulardy evident
in performance of small and mediam enterprises [SMEs]), which play a critlcal role in the
tldEm value chabn [Rasoolimanesh et al, 2062 1; Scheyvens gf @, 2014).

Tourism-based SMEs in the souvenir sector are highly vulnerable to seasonal fuctuations and
external shocks due b0 their besvy reliance oin towrist demand (UN Tourisim, 20230
Consequently, a5 arpued by Font et al, (200770 sustainabie tourism desvebopmaent must shift
from merely chasing aggregate growth figures toward strengthening demand stabiltity and
el participation. Focusing on value retention at the destination level is kaey o ensuring tse
survival of local busknesses and fostering a more inclisive 2ectorsl recovery (Workd Toursm
Organization., 2022}, While periods of bigh wurist inflow may temporarily boost sales, these
gains are not always sustained over time, 85 emphasized in discussions on local coomomic
resilience, Consequently, shod-term mcresses o toorism activity do not subomatically
mranziate into stable inceme streame for small bosnasses [Rasooimanesh ot al, 2021).

One key lmitstion of waditonal towrism performance framewoeiks is their limited focus on
consumier behavior [Prebensen et al, 2000 7; Sharma et al, 20230L Toirkst spending reflects
cognitive and affective processes shaped by experiences Hosany et al, (20100, where
mteractions with destinstions influence perceptions and evaluations {Rather et al, 2019%
These perceptions fonmn satisfacthon, a dynambc consact influendmg behiavioral linteathns
such as revisit and word-of-mooth (Pandey et al, Z0Z1; Rather, 2020). Satidfaction also
mediates cuperience quality and oyalty (Kim ot ab, 2018 Pandey et al, 2021), Makirg It
essenkial for understanding long-term towrism demand (Prebensen et al, 2007, Sharmsa e al.
zozny.

Within marketing literatore, customer safishction is widely conceptualized as the result ol
senvice ard product quality as well 2 marketing perfommance (Al et al, 2008 Chia #t al,
Z016]). Satsfied customers tend fo demonswate loyalty, repeat purchagzes, and posstive brand
attitudes {Han of al, 2017; Rather et w-l}E 21 L towris m comtests, satisfacthon is also chosely
associated with destination image, revisit intention, and word-of-mouth communiction
(Fragag ot al, 201T; Stylos et al, 202 1) Howeser, despite it importance, many empirkcal
studies still position satisfection as an endpoint varizble rather than as 2 dynamic mechanism
nfteencing broader economic outcomes { Hassan et al,, 2021; Rather et al., 2022)

Thiz study adopts & microfoundations perspective, which argues that macra-level ostcomes
emerge from apgregated individual behavioms. In tourism-based SMEs, thizs implies that
regional economic performandce 5 shapesd pot only by strectorad factors but also by consumer




FESpIrSes [Fr:li:ngal, B020; Kozlenloowa bbal, 2004 | Customer satisEuct bon can thus beviewed
ag a micro-level medhanism infleencing demand patterns and market stability [Halt ot ak,
2007). Building an ths, bebavioral capital reflects accumulated positive cormsumer behaviors—
suihas repeat parchase and adhocicy=that sustain long-term demand and act 2% an Intangihie
strategic asset [Hualt et al, 2017; Kozlenkova et al, 20047

Malang reconds approgimately 3.4 million toorkst visies 2OZ5] (figoare §ha TIMES Indonesia,
(&025], creatdng a strong market for souvenir-based S5MES. Souvenir consum ption—aespeckally
fuod products such as tempe chips and apple-based srachks—has betome an integral part of
the wurlsm experience, positioning Malang & o shopping-bazed tourism bub (Suryan et al.,
Z0ZE0]). Tourism-haed SMES play a crucial sconomic rols, oontributing more than 6085 of Tocal
economes activity [Rador Malang,. 2023), with around 7,920 SMEs oporating in the oty
{Universitns Muhammadivaly Malang, 2022} Within this ecosystem, customer satisfaction
functions az hehavioral capital, driving repeat purchases and word-of-mouth, which sustain
demand for local prslucts and strengthen regional economic circulation.
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Figare 1. Malang Tourisen and SME Ecosystem

In this context, customer satsficton becomes a critical determinant of how touresme demiaand
5 transformed into sustainable economic outcomes, Souvenir preducts i Malang are not
merely transactiona] goods; they are experiential artifacts’ that reflect the identity of the
destination. When torists are satss fied with thelr consumption experiences whethar through
product quality, service interaction, or band perception they are mare likely o engage in
repeal purchases and recommend the prodiets to other visilors, This behavior B particolarcly
refevant in Malang, where tourist mohility scross destinations in the Malang Baya area (Makang
City, Batu, and Malang Hegency] ereatos opportunities for repeated consumption and cross-
destination waord-af-mouth diffusion. Purthermore, the evaluation of government-tsd 5ME
development programs often lacks a hehavioral dimension. Programs such as digical marketing
training, service gquality mprovement initiatives, and promotional support are typicalhy
assesscd based on outpot indicators, such as the namber of participants or the extent of
program impbementation, While these metrics provide useful information about program
reach, they do not necessanly capture the effectiveness of such interventions. In shaping
consumer behavior and market cubcomes &g a result, thene i5 o disconnect between policy
nplementation and actual economic impact

To address these gaps, this study proposes a behaviloral-baged evaluation framework for
tourism SME development programs, Specifically, it positions customer satisfaction as a form
of behavioral capital that serves ag s bridge betwean policy |nerventiones aisd seonoiic




cutcomes: By examining bow marketing interventions influence customer satisfaction, and
hiow satisfaction in turn affects brand image, customer loyalty, and demand, the study provides
a msrre comrprelengive understanding of program effectivensss

By imtegrating a behavioral perspective into the evaluation of SME development programs, this
study also contributes to urban policy analysis by offering analternative framework for
assessing program efectiveness beyond conventional output indicators. This approach i
particularly relevant for city governmsents aiming o strergthen toursm-hased economic
resilience through SME empowerment.

2. Methods

This study employs a time-lapged sequential explonatory mixed-methed geslgn to evaluate
the elfectiveness of tourim SME devel opeaent inlerventions across two plaases (figure 2)
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Figure 2. Time: Lagged Two-Phase Madel for Evaluating Government Interventions in
Tourise-Based SMEs

Phase 1 {T1] is conducted afer Government Intervention A, which focuses on promation and
service quallty im went programs implemented through SME development indtiatives
Thix phase sxamines e efeck of promation (1) and servece quality [X2) on customer
satestaction (mediator) and subseguently on customer logalty [¥), capturing early behavioral

CENpanmsacs.

Fhase 2 (T2] s conducted after a termporal intenal following Gevermment Intecvention B,
which emiphasizes digital marketing adeption and market smlgth-znirg. This phaso buailds on
Phase 1 wutcomes by testing digital marketing (811 and service quality [(X2) on customer
samisfaction [mediator) and brand image (¥). Custamer satigfacton & treated as a carry-over
construct, representing aocumaualolesd cons umer experience across phases.

This desgn ks particulary relevant in the context of evaluating citylevel development
programs, as It alkows the study to capture not only Immediate behavioral responses but ako
the sustainability of policy impects over time, which iz critical for urban economic planning

Data were cillected from 700 customers scross 1 wourise-based SMEs In thie souvenir secti
(e, local fand products such as chips and bakery souvenirs] under the Rumahb BUMBM b akang
City developamient program. A purposive sampling approach was applied, argeting customers




whn had direct consumption experienoe with the SME products. Cata serne collectsd using
structured questionnaires measured om a Likert scale [1-5) The same or comparable
respoisdent groups were observed across both phases to capture temporal variation in
consumes behavior. The selected SMES represent a segment of the urban tourism ecomoamy,
allowing the Endings to reflect broader behavioml patterns within the dty-bevel economic
erosyshem,

Data analysls was contuctad @ng Partlal Least Squares Structura Equation Modaling [PL5S-
EEM), including measurement miodel evaluation [validity and reBability), stroctura] mods]
testing, and mediaton analysis. A complementary gualitatbve phase using open-ended
respores was cmplayed to explain how costomes satisfaction trnskates inta logaley, brand
perception, word-of-mouth, and demand formation within the local toursm econamy, Within
this. framework, customer satisfaction is positioned a8 behavioral capital lioking policy
mrerventiong with esaling consumer hefaior across phages,

3. Results and Discussion

The results of Phase | demonstrate that promotion and service qualicy, as partof Intervention
A, generate strong initial behavioral responses among customers of taurism-based SMEs
Descriprive analysis shiws that all vartables are perceived at a high level, with promation
{(Mean = 4.07] and service qualiy [Mean = 4.02) reflecting positive evaluations of marketing
and service Interventions. Customer satsfaction recards a higher mean score (4.17] ind icating
that custoeners experience a high level of lfilliment, while costomer layalty also shows a
stromg level [Mean = 4011 suggesnng the presence of repear purchase intendon and
recommendation beberviar.

At the indicator level, customer engapgement {417} emerges as the stronpest dimension within
promption, while assurance {4.33) dominates service quality, indicating that trust and
perceived reliability are key drivers of satiskaction. Notably, ward-ol-maouth befuwior [4.35)
recurcls the highest score across all iudicetors, suggestng that satished customers actively
recomménd the produsct, signaling the early formation ol behaviord capéital

Tahle 1. Descriptve Statistios

Variable Mea 'E:':Etl.l:r_r
n
Promustion 4.07  High
“Service Quality 402 High

Cimtomers Satisfaction 417 High

Custamer Loyalty 401  High

@e meayurement model evaluation confinms tha B conatructs meet the reguined oo beaa lor
walitity and reliahilitg. Al outer baclings exceed 00 indicating strong indicator reliahiliog.
The Average Varlance Extracted [AVE) values range from 0740 to 087, exceeding the
ménimum threshold of 0540, thereby confirming convergent validity, Compesite relisbilios
valdes prange from 0.917 to 64941, while Cronbach's alpha coefficients exceed 0590 for all
consiructs; indscating high intemal corssstency.

Tahle 2. Measuremaent Model Evaloation
Construct AVE Composite Reliability  Cronbach's Alpha




Framaticn 0.7B2 0917 1 G4

Serviee Qualiny L7440 0931 LR
Customer Satisfaction  OETD 1341 1430
Customer Loyalty  D.795 1928 1514

The structural model results indicate strong explanatory power, Fromotion and service qualiny
explain 71.5% of the varianee in customer satisfaction [BF = 0.7157 while promotion, service
quality, and satisfaction jointly explain 70,65 of customer loyalty (R = 0,706), The maded ala
demorstrates strong predictive relevance with a 7 value of 0.755, indicating a high level of
goodness of fin

The measurement moded s futher lhsirated n Fgure 3, shivwiog the relationship
between latent constructs and their indicators alang with cuter ladings
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Flgure 3. Outer Madel

Figure 3. presents the outer mivdel, ﬁuurminggd all iradicators load significantly on
iheir respective constructs with strong loading values, indicsting high indicator neliaklity, The
absence of weak nadings suggests that o indicators need to be remoyved from the model

Furthernsors, sl indicators artecistically sipnificart (p < (0,05}, reinforcing thaie contel hation
b construct measurement s findings are consistent with the AVE aml composine
retiability values reported in Table 2, confirming that the maodel satisfies convergent waliclity
and internal consistency requirements. Therefore, the measurement model is considered
rchust and suitakle for structural model evaliation

Table 3, Stractural Mode] Resulis

Path 4] T-statstics P Hesult
value

Promeatien —= Lialty 546 2.523 {12 Supported




Promaticn — Customer Satisfiction 0015 2118 0006  Supported
Service Quality — Loyalty 0100 2.390 007 ﬁppu'm;d'
Service Quality — Customer Satisfaction 0858 7.073 Q00 Suipported
Customer Satlsfaction — Loyalty 0459  2.708 005 Supported
Promaticn — Customer Satisfaction — Lovalty 0007 2110 0oz Ejppnriﬁnd
Service {uality — Castomer Satsfaction = Loyaliy i.398 2,747 LKA Supported

ﬂu atructural model resulls indicate that prossotion and secdcoe quiflity play significant noles
in shaping early-stage customer behavior] resporses. Promoton has a significant positive
effect on customer loyalty [ = 0.546, p <005}, suggesting that promational activities dirocthy
inflieence customers willingnes: to repurchase and recommend the product

Serrkoe guality ﬁu ghowrs a agnificant effect on customer loyalty [f = 0004, p < 005)
Although the directionindicates a weakerand more complex refatianship, this finding sugeests
that service quality alone dees not direcily trandate mto oyvalty sithowt ether cosiomer
evaluation processes,

22
Furthermore, service quality demonstrates Er.r\unggd highly significant effect on customer
satisfactlon (f = 0854, p = LO01] imdicating that inprovements in @rvice delivery
substantizlly enhance custmomer snaluations. Castamer satisfction, in tuen, bas 3 sipgnilicant
pesitive effect on customer lovalty (B = 0459, p =< 005] confirming thak satisfed mstomers
are muae likely o exhibit vepeat purchass bebavior amd recommendation lemdencies,

Thege results combirm that, in Phase |, customer satisfaction nctions as a direct behavioral
response wvarlable rather than a tested modiating constnect The refationships obseraod

imcicate that bath promotéon and service quality contribute to shaping satisfaction and Foyalty,
bt the mediating mechanism is not formally examined in this phage,

The findings of phase § fndicabe thet |ntervention A succeisiully genentbes strang earhy
hehavioml responses, paricularly through bigh levels of customer satisfaction amid loyalty, The
dominance ofword-of-mouth bebavicer suguests that customers aclively participate ioinformal
prometion, relnforcing the role of satisfaction as a behavieral mechanism, In this phase,
custoeter satistactbon can be interpreted as the initkal formastkon of behayioral capial, reflecting
accumulated  pesdtive expericnces that  inBoence  repeat  porchase  tendencies and
recammendation behaviar. This behavioral capital serves as the foundation For extended
market outcomes, which are further examined in Phase 2.

The results of Phase 2 reflect the eflectiveness of Intervention B, which emphasizes digital
marketing and market steengthening (n shaping customer satisfaction and brand image
Descriptivie analysis Indicares that all varkables are perceived at & bigh level, coafirming
potitive comsumer responses hollowing the second intervention sape Digital marketing
racards & mesn value of 392, service quality 2.94, customer satisfactien 2,81, and hrand image
3,89 indicating that custorsers perceive both marketing and serviee improvements & effective

im strengthening brand perception

Al the indicator level, digital marketing is strongest o informativeness [ 403) and inberactivity
(4,00} sugpesting that customers value chear amd responsive communkcation, Service qualine
i dominated by assurance (406) renforcing the Importance of trust I shapdng cusmmer




evaluations. Meanwhile, brand image is strongest i oreputation [3.96), indicating that positive
customer experiences tranglabe into Bavoroble brand perceptions,

The strnctural reladonships amaeng variables are ustrated i Figuee 4, highbighting the
path coefficients and significince levels.
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Figure +. Inner Model

Figure X llustrates the inner model, confirming that the model has strong predictive
capahility, as reftected by R* values of 0,715 {customer satisfaction] and 0706 (@stomer
kpalty) Frometion significantly influences custo rr}urlcr!.rw (f = 0.546), white itz & on
custimner satisfaction is mininal {jf = -0.015). In contrast, séreice quality shows & subsianiial
Empact nn custoener satisfaction [{ = 0A58), but 2 weak direct effect on Iopalty (f = 0010
Custoomer satistaction significantly affects cusomer loyalty [f = 0459), supporting its roks as
a key medisting constract, These indings indicate that customer loyalty is primarily defven by

savisfaction, partkcularly as a result of service quality, highlighiing the importance of
experiential actors in shaping consumer behavior.

Tahle & Phase 2 [escriptive Stattics

Variable Mes  Category
]
[rigival Markering 3.92  High
Service Quality 394  High

Custormer Satistaction 381 High

Hrand irage 389 High

ﬂm migasurement model confl rms strang validity and reliability across all mmmu.guter
lolings range from RE22 o 0921, exceacding the threshold of .70, indicating strong indicator
reliohility. Average Variance Extracted (AVE)] values range from 0.733 to 0703, confirming
convergent validity, Compaosite reliability valees exceed 0,90, and Cronbach’s alpha vahses are
abowe OES, Indicating high internal consstency,

Tahle 5. Measurement Model Evaluation [Fhase 2)
Construct AVE Composite Rellability  Cronbach's Alpha




Digetal Marketing 0748 0922 BEHE7

Servive Quakity 0733 0932 (LS
Customer Satislaction Q779 {913 ikE 54
Brand Image 0783 0915 0861

The structural model demonsirates very strongexplanatory powey, %& F* walue for customer
satisfaction is 0.039, indicating that digital marketing and service quality explain $3.9% of
satisfaction. Meanwhile, brand image records an R of LBT7, showing that dig ) marketing
semnce guality, and satistaction pointly explain 87. 7% of brand perception. These values

indicate & highly predictive model, The predictive relevance is alse very high, with o @ value
of 0880, confirming excellent model (it amd strong prediclive capabilite

Tabibe 6. Structural Model Results (Fhase 2)

Relationship ComellEcient (H) p- Result
S S— vilue
Digital Marketing — Brand Imags (L3463 UL Supported
Service (uality — Brand Image 0.397 o0l Suppored
Ciastamer SatisEaction — Brand Imajge natl OD01E  Supported
Crigita] Marieting —*?mmmcr Satisfaction 0433 000 Supported
Service Quality — Custamer Satistaction (1.5 R LRI Supported
Digital Marketing — Satisfaction — Brand [mage 0159 D027 Supported
Service Quality — Satistaction —+ Brand Image 0135 0043 Supported

%.ruuh: conficm that both digital marketivg and secvice quality signifidanily mfluence
customier satisfaction and brand image, both directly and Indirectly, Castemes satisfaction
plays & partal mediading role, sorengthening the effect of markenng varlahles on hrand
perception. Importanily, the stronger coefficints of service guality — satisfaction [DUS09] and
satisfaction — brand Dmgge [1301] Eelicare that customer evaluation mechanims are centeal
in shaping brand outcames. This sogpests that digital marketing alone & not sufficent; s
effectivenass depends on haw it enhances customer satisfaction,

The lindings of Plase 2 indicate that lnterventbon B soccessfully strengthens beand-bevel
outcoemes, particularly through the role of customer satisfaction = 2 meditng mechamism
Compared tn Phase 1, where satislacton primarily  drives loyaby, Fhase 2 shows thak
satisfaction evolves inte o mechanism that shapes brand perception and market positioning,

From a brogder perspective, these results confirm that customer satisfacton functions as a
behavioral mechanismn thot accumulates across phases, linking initial bebavioral responses
{loyalty formation] with extended market outconses [brand bnmage swengthening). This
reinforces s robe as 2 fou ndatdon for stxinahde demarad, which 1= further interpreted in the
discussion sectbon as behavioral capikad,

Discussion




The fAndings of this siudy provile strong evidence that costomer satistactbon plays a central
role in linking marketing Intersontions with evelving consamer behavior and broador market
outcones in oursm-based $MEs Across the two phases, the resulls demonstvate a clear
bebavioral progression, where marketing efforts mitialfy shape customer responses and
subsequently inffuence higher-onder outeomes duch as brand perception and market
stestal nability.

hase l.ﬂﬂ resulis indicate that promotion and service qualiy significantly mfluence
custoener satifaction and customer loyalty. The strony effect of service guality an customer
satisfaction ([ = 0.B5E] su ggests teat the comsumption jence 15 acriteal determinant of
how mustomers evaluate SME produces Meanwhike, significant relationship betwesen
customer satisfaction and loyakty confirms that satisfed customers are more likely bo engege
in repeal purchase bebavior and recommendation. Importantly, the high level of word-of-
mauth hahavior observed in this phase Indicaces that customers actvely partickpate n
imformal promution, axtending the impact of macketing beyond firme-controlled channels.

Thess fimdIngs align with established marketing |Hemnee, which emphasizes that tnmer
satisfaction serves as a key pradictor of loyalty and behavioral inteacion. However, study
extends the discussion by demonstrating Bat satisfaction does not mecely fundion as an
wuleotne varialle, but as an active behavioral mechanism that mediates the ransformation of
marketing inputs intir sheervable consumaes behawior. In this sense, Phase 1 captiores the nitial
formation  of behavieral capital, reflected in repoated consumption  tendoneles,
recommendation behavior, and ¢motional attachment to the product,

1
Phase 2 farther strengthens this argument by showing that austomer satisfaction continues o
a sgnificint rele in shaping brand image. The resalts reveal that both digital marketing
and service quality significantly influence customer satisfacton which in turn significangly
affects brand image. In addition, the presence of stgnificant Indirect effects confirms that
customer satisfaction Functions ds o mediating mechansm In transforming marketing offorts
mba brand perception,

Compared o Phase 1, where satishaction primarily drives oyakty, Phase 2 demonstrates o chide
in the role of satisfaction toward perception consalidation, where accamulated customer
experiences influence how omsamers evaluate and percelve the brand, This indicates that
custom e ga tsfaction evalves owver ome, maving from an tmmediate behavioral response toa
mare stnbbe and comulative constract thak shapes brand identity snd positioning.

From a micrafoundations perspective, these Andings sugpest that macros=level outcomes-—
such as market sustaimability and regional economic developmeni—are rooted m the
ageregation of individ wal consumer behaviors. Customer satisfaction, as observed in this stady,
represents a miceo-level bebavioral mechanism that drives repeated consumiptbon
recommendation, and brand reinforcement. When thesse hehaviors accumuiate across a large
namber of consumers, they penerate sustained demand for local products, thereby
strengthening the cconomic position of SMEs within the tourlsm ecosysiem

When sggregated across a farge number of consumers, these behavioral patterns generate a
muiltiplier effect within the arban economy, where repeated consumption and ward-ul- mouth
promotion comtribete to sustained demand for local prodects, ultimately sirenpthening the
ecofnamie structure of the city.

Thiz mechanism becomes particularly relevant in the context of ourism-based SMEs wherse
products such g5 bocal souvenits are closely tied o travael experieaces, The fodings indicate
that satisfied customers are more lkely o repurchase produck durdng future vicits ancd
recammend them to other tounsts, This oreates o self-reinforcing demand opcle, where
customer satisfaction drives both direct consumption and indiect market expansion through
soalal influenee mechanisms




Hazed on this perspective, customer satishaction can be conceptualized as behavioral capetal,
which represents the scoamulation of pogitive consumer exporiences that translate (nta
sustained markel demand. Unlike Bnancial cagital, which is tangible and dERRty measurable,
behavioral capital & embedded in consumer peree % amd aictions, yet itp A cruckl role
in determining the long-term sustainability of §M Es. The results of this study provide cmpirical
suppart for this concept by showing that satisfaction corsistenthy mfeences both Jevsl oy
(Fhase 1) amad brand image (Phase 2], thereby bridging short-term hehavioral outcomes and
bong-term market positioning.

The mphications of these Ondings extend beyend the fom level and contribste 1o the
understanding of regionl economyc development. o many touricm studies, the success ofa
destination ls often moasared through gquantitative Indicators such as tourkst amrivals and
tourist spending. While these indicators capture short-term econemic contributions, th

not fully explain the hehavioral mechanisms that sustain economie activity pver time. This
sty demonstrates that customer satisfaction plags a critical pabe in gererating sustained
dernand for local products, which in turn supports 5ME income and tocal economic circulation

I the conmext of Malang Cigy, where tourlsm and 5MEs are closely Interconnectad, this
mechanizm is particularly mportant The resulks suggest that improving custonser satisfaction
thrcagh marketing and secvice interventions can strengthen demand for lecal souvenir
products, thereby contributing to the sustainahiiy of the local economy. This ndicates that
regional devalopment stratepies should net anly facus on increasing towrist spending. but also
ol enhancing customer experience and satisfaction as key drivers of long-term eoopomic
Empact. This mechanism s particulacky significant inurban contexts such &s Malang Gty where
tourism and SMEz are deeply interconnecied within the local economic system. The
accumvulation of ciestomer-driven demaind not only benefits invidual s but alse enhances
thi owerall eoonmmibe resilienee of the city,

From o pelicy perspective, the twa-phose dﬂﬂgn?ﬂils study providos practical Insights inta
the eflfectiveness of 5ME d evelopment programs. Intervention A, shich foouses on promation
and servioe quality, is effective in generating early behavioral cesponses such as satisfaction
and loyalty, Meanwhile, Intervention B, which emphasizes digital mardketing, strengthens
brarad perception and market positoning The integration of these inberventions sugeests that
a sequential approsach to SME develapment starting from behavieral response formation and
fodlowed by ma et consolidation can produce mone sus@inable outtomes

This stady proposes the Tourism-Besed SME Marketing Sustalnability Mode [fgure 3], which
eaplaing hony marketing strategies, customer satisfaction, and consumer hehavior interact 1o
genarake sustained demand and suppert regional economilc development. The model
conceptualizes sustabnabiity as s multi-stage process that unfobds across theee interconnected
layars. At the first layer, policy-driven marketing interventions namely promaotion and servios
guality emhancement [lotervention A) followed by digital marketing and market
streppthening [Intcrvention B] scrve as primary inpuats that shape consumer expericnoe, Thae
esnpirical results confirn char these interventions skgnieandy Influence customer satisiaction
in both phases, although their relative strength vanes depending on the nature of the

mtervention
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Figure 3. Tourlsm-Based Marketing Sustalnability Model [TSMSM]

At the secand Iayer, the sbady identifies customer satistaction as behavioral capital, which acts
as a central mechanism linking marketing efforts with evelving consomer behavior, In Phase
1, customer satisfaction primarily drives costomer loyalty, meflected in repeat parchase
mtention and word-af-mouth behavior. These findings indicate that satisfaction functions as
an mmediste behavioral resporse, transforming service and promctional fnputs inte
olservabile consumer actions [a Phaze 2, however, custoemer satisfaction evaolves Eito a more
accumulated and stahilizing construct, slgnificamty influencimg brand image formation baeth
directly and indirectly. This shift demsonstraces that customer satisfaction s not static bug

dynamkc, transitioning from short=term bebavioral activation 10 long-term percepiual
comsal idation.

At the third kyer, the accomulation of loyalty and bramd image strengthers market
suestai rabitity, particulariy through repeated consumption and social diffusion medhanisms, As
customers engapge in repeat purchases and actively recommend prodocts to others, demand
foor local souveniv products becomws more stable and self-reinforcing, This process ultimatehy
contribubes o loced SME inovoe growth and economiic circulation, thereby supporting regional
economic development in tourismebased cities.

The TEMSM thus provides & novel explanation of hew micro-level behavioml processes senle
imto macri-level economic outcomes. Rather than viewing marketing performance as an
Eolated firm-level phenomenon, the model demanstrates that sustatned econemibc Impact
emerges from the aggregation ol individual comsumer experiences and behavdors aver time. In
this sense, customer satisfaction operates as an intangible yet stratepic asset, embedding itsell
within the consumption ecosystem amd shaping long-term market dynamics

mwrl a theoretcal perspective, this shudy contributes to the lRerature by reconcepmaalizing
custoaner satisfection as behavioral capital extending Iis role beyond & coaventbonal outcome
yvariahle. The results demanstrate that satisfaction functions & a behavioral iransmisson
mechanism, linhing marketing inputs with both immediste behavioral outcomes (loyvalty ) and
lomger-term perveptual sutcomes [brand image), By integrating a tinee-lagged perspective, the
sty alza highlights the temporal dimension of marketng effectiveness. showing that
COonEmes fes panses pvioboe accoss stages mther than ecourring irstantaneous by, Furthe rmare,

the lindings support the microloundations perspective, sugpesting that regional eonsonmic
ourlenmes are rooted inthe aggregation ofindividaal -bevel consumer behaviess.

From a managerial standpoeint, the resalts emphosie the critical importance of service quality
as a priveary driver of customer satisfaction, particalady in the context of warism-trased SMEs
The strong effect of service guality on satisfaction indicates that Improving customer




experience through relishility, responsiveness, amnd assurancentshould be prnocitized over
puraly promotional efforts. While promation and digital sarketing remadn important, their
effectivensss & contingent upon their abilioy to enhance or reflect actual custoner experence.
Moreaver, the stmong presence of wornd=of-maouth behandor supggests that SMEs shoukd activehr
manage customer-genensbed content and infeemal prometion channels, as these represent
costefficient medhanisms for expanding market reach,

The findings also suggest char digital marketng shouwld be strategleally posioned as a
reinforcing kool rether than a standalone splotion In Phase 2 digital marketing significinehy
contributes e beand bmage frmaton, pacticulsrl e svpported by positlve custome
capirriences. This indicates thet digitalization @ffnrts $hould Be integrated with Service qualiny
Emprovements to nsure consistency between online representation and offline expericnce,

gmm a policy perspedtiva the smwudy highlights the BportEnce of adopting a sequentkal and
behavior-oriented approsach o SME deselopment programs. Intenrention &, which focuses on
promoetion and service guality, is effective in generating eady bebovioral responses such as
sitisfaction and loyalty, Intervention B which emphasizes digital marketing, plays a eruclal
rode i consalidating brand perception ard strengthening markes positoning This suggests
that palicy interventions sheuld be desigmed as progressive stages, rather than salated
programs, o ensure continuity and cumuelative impact.

Im partntly, the study chalenges the conventional reliances on tourist spending @ the primacy
mcicator of tourism saccess. While fourst  spending capturcs short-term coonomic
contribution, it dees aot Tully explain the mechanisms that susiain demand over time The
findings demonstrate that castomer sabisfaction-driven behsviors such as repeat purchase and
wiarid-of-mouth are critical drivers of sustained demaned for local products. Therelore, regional
development strategivs should incorporate behavioral indicators, such as satlshotion Topaley,
and customer advocacy, a8 complementary measures of program effectivensss,

In the context of Malang City, wihere tourdsm and SMEs are dosely interconnected, thess
findings suggest that strengrhening cu stomer experience within the bocal souvenir sector can
prnerate hroader economic benefits. By enhancing the capacity of SMES in service quality,
digital marketing and custemer experlenco managenent, local governments can foster o mora
resilient and sustalnable tonrism econcmy. The study provides a practical roslmisp foraligning
mrarketing strateghes, consumer behavior, an toral development abjectives By positioning
custiener satislaction as behavioral capital, it offers a more comprehensive framework for
understanding how tourism-based SMEs @mn contribute notondy to firm-level performarce hat

alsn o lnng=term regional econamic sustaimabilicy.

From an wrban development p-::'sp-:mvc.ﬂ findings of this study suggest that behavieral
capital plays & crucksl robe iy strengthening bcal economic sustalnabilig, Unlike tradiconal
econamit i ndicatnes, behaviomal capital captures the continoity of demand, whach i ssential
for maintaining stable income flows within the city, This highlights the impertance of

integrating behawvioral indicators into urban economic planning, particulady in towrism-hased
citles.

Urban Policy Implications

%& findinge of thiE study proovde important implications far city-level policymeloers,
particularly in the design and evalustion of tourism and SME development programs. Local
grvernments, such as the Malang Chy administration, shoull incorporate  behavioral
indicators—such as customer satisfaction, lovalty, and word-of-mouth—intn thelr policy
evaluation frameworks. These indicators offer a3 more compréebensive understanding ol
program efoctiveness by capturing the sustamability of demand rather than merely shor-
term outprits. Fartheomore, integrating behanioral capital into urban development strategies
can support tho oreation of o more resilient local oconomy, where SMEs are able to sustain




mcomee through stabde and recorming demand. This approach aligns with the need for adaptive
and nclusive urban economic policies in tourism-based cities,

4. Conclusion

qﬂ: shidy demonstrates that customer ssbisfaction plays 3 critical role in connecting
marketing interventions with behavioral and market sulcomes in tourism-lesed SMEs
Through a twea- phase, Hime-Egped approach. the fndings reveal that marketing interventions
do met produce immediate and isolated effects, but rather generate progressive behavioral
transformations,

1

In Phase 1, promotion and service quality significantly shape customer satisfaction and
custoener leyalty, redlecting early behavioral responses tallowing inital interventions. In Phase
2, customer satisfaction continues to Influence brand image, Indicating that accumulated
customier experience contrilites to stronger and more stable market perceprions. Thess
results confirm that customer satisfaction is not merely an sutcome variable, but a dymemsic
and evalving comstruct that bridges short-teom behavioral vesporses and long-term market
[l BT,

By integrating findings across both phases, this study concepmalizes customer satisfaction a5
behaviora capital, which dccumulates througgh repeated positive experiences sl translates
inra sustalged demand for local products. Thes mechanam highlights how individual-bevel
consumer behaviar can scalbe into broader economic elfects, supporting SME performance and
lacal economic circulatien.

The proposed Toursm-Based SME Marketing Sustainability Model ([T5M5M) provides a
comprohensive framework that Hnks marketi ng strategies, customer behavior, and regional
evonomic development. The muedel emphasizes that sestinalle tourism econombes are nal
only driven by increasing tourist spemding, but also by strengthening customer satisfaction ancd
cxperlance as key drivers of repeat consumpsien and word-of-nacath.

a priwtical perspective, the findings sugpest that SME developoent programs should
adopt 8 sequential and integrated approsch. combining promotion, service  gquality
cnhancement, and digital marketing to ensure both bebavioral formation and maret
consolidation, For policymakers, this study highlights the Importance of Incorporating
hehavipra indicabors, such ag customer satistaction and loyalty, as complementary measures
of program offectiven s intewrksne-hased economic developma,

At the cicy level, these findings emphasize that sustainable wwrksm development requbres more
than increasing vizilor numbers or spending. Instesd, it depends an the ability of ocal
eonnomie syato s to convert bourist experiences into sustained domand for lecal products. By
positoning customer satisfaction as behavioral capital. this stady offers a stratepsc framework
foer strengthening urban econmmic restlence through SME-diven toursm developeent.
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Abstract

Tourism performance is commonly assessed using indicators such as
tourist arrivals and tourist spending, which capture short-term
economic-effects but Qverloqk the beh-avioral mechanisms that §ustain Behavioral Capital;
local tourism economies. This study aims to evaluate the effectiveness T1qyrism SMEs;

of regional tourism SME development programs by positioning Time-Lagged Study;
customer satisfaction as behavioral capital that links policy Malang City
interventions with market sustainability and regional economic

outcomes. A time-lagged sequential explanatory mixed-methods Corresponding Author:
design is employed. Phase 1 evaluates branding-oriented interventions Wahju Wulandari _
(digital marketing, service quality, and promotion) by examining their (Wulan@widyagama.ac.id)
effects on customer satisfaction and brand image. Phase 2, conducted

after temporal gap, evaluates market sustainability by assessing

customer satisfaction and its effects on customer loyalty, repeat

purchase behavior, and demand for local souvenir products.

Quantitative data were collected longitudinally from 70 customers of

Sokressh, a tourism-based SME in Malang City. The qualitative phase

uses open-ended questionnaires to explain how customer satisfaction

translates into word-of-mouth promotion and local economic

circulation. The findings indicate that customer satisfaction

significantly mediates both branding and market sustainability

outcomes and functions as behavioral capital that drives repeat

demand. Qualitative evidence shows that increases in customer

satisfaction are associated with higher repeat purchases and stronger

tourist recommendations, contributing to stable demand for local

products. The study proposes Tourism-Based SME Marketing

Sustainability Model and demonstrates that customer satisfaction can

serve as a behavioral-based indicator of program effectiveness linking

SME support policies with regional economic development. Findings

show satisfaction as behavioral capital strengthens local demand,

stabilizes SME income, and enhances resilience in tourism-based cities

like Malang.

Article Info

Keywords:
Customer Satisfaction;

1. Introduction

Tourism has long been recognized as one of the most dynamic sectors contributing to
regional economic development. According to the (Enger et al.,, (2015), the sector generates
substantial economic value through its contributions to global GDP, employment, and visitor
spending. In practice, governments and policymakers predominantly rely on quantitative
indicators such as tourist arrivals, length of stay, and tourist expenditure to assess tourism
performance, reflecting a macroeconomic measurement approach widely adopted in policy
and research contexts (Alcala-Ordéfiez et al., 2024; Surgawati et al., 2025). These indicators
provide clear evidence of the direct and measurable economic contributions of tourism,
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particularly in terms of revenue generation and short-term economic growth. However, an
increasing body of recent literature argues that an exclusive reliance on such aggregate metrics
may result in a partial understanding of tourism’s role in development, as it tends to overlook
broader dimensions such as sustainability, community well-being, and localized economic
impacts (Bhatt et al.,, 2024; Sun et al,, 2025). Therefore, a more comprehensive analytical
framework is required to capture how tourism contributes to sustainable and inclusive
economic development beyond macro-level indicators.

In the context of urban development, this limitation becomes more critical, as city-level
economic sustainability depends not only on aggregate tourism performance but also on how
local economic actors particularly SMEs capture and retain value within the urban system.
Without understanding the behavioral mechanisms that sustain demand, tourism growth may
fail to generate long-term economic stability at the city level.

This indicates that SMEs are not merely business entities but key components of the urban
economic structure, functioning as drivers of local circulation and value retention. Therefore,
evaluating SME performance through a behavioral lens becomes essential for understanding
how tourism contributes to sustainable urban development in Malang City. Strengthening
MSMESs in community-based tourism destinations has been shown to play a significant role in
enhancing local economic resilience through increased financial literacy, production
innovation, and utilization of environmentally-based resources (Iswari et al., 2023)

In many tourism destinations, including emerging urban tourism hubs, increases in tourist
arrivals and spending do not necessarily translate into sustained economic benefits for local
communities, a phenomenon increasingly discussed in recent tourism studies. As noted by
Blake et al,, (2008) and Vanhove, 2018), tourism growth can generate uneven economic
distribution, particularly when local linkages are weak. This discrepancy is particularly evident
in the performance of small and medium enterprises (SMEs), which play a critical role in the
tourism value chain (Rasoolimanesh et al., 2021; Scheyvens et al., 2018).

Tourism-based SMEs in the souvenir sector are highly vulnerable to seasonal fluctuations
and external shocks due to their heavy reliance on tourist demand (Organisation et al., 2021).
Consequently, as argued by Font et al,, (2017), sustainable tourism development must shift
from merely chasing aggregate growth figures toward strengthening demand stability and
local participation. Focusing on value retention at the destination level is key to ensuring the
survival of local businesses and fostering a more inclusive sectoral recovery (World Tourism
Organization., 2022). While periods of high tourist inflow may temporarily boost sales, these
gains are not always sustained over time, as emphasized in discussions on local economic
resilience. Consequently, short-term increases in tourism activity do not automatically
translate into stable income streams for small businesses (Rasoolimanesh et al., 2021).

One key limitation of traditional tourism performance frameworks is their limited focus
on consumer behavior (Prebensen et al., 2017; Sharma et al., 2020). Tourist spending reflects
cognitive and affective processes shaped by experiences Hosany et al, (2010), where
interactions with destinations influence perceptions and evaluations (Rather et al.,, 2019).
These perceptions form satisfaction, a dynamic construct influencing behavioral intentions
such as revisit and word-of-mouth (Haji et al., 2022; Rather, 2020). Satisfaction also mediates
experience quality and loyalty (Haji et al., 2022; Kim et al.,, 2018). Making it essential for
understanding long-term tourism demand (Prebensen et al.,, 2017; Sharma et al., 2020).

Within marketing literature, customer satisfaction is widely conceptualized as the result
of service and product quality as well as marketing performance (Ali et al,, 2018; Chiu et al,,
2016). Satisfied customers tend to demonstrate loyalty, repeat purchases, and positive brand
attitudes (Han et al., 2017; Rather et al., 2022). In tourism contexts, satisfaction is also closely
associated with destination image, revisit intention, and word-of-mouth communication
(Artal-Tur et al., 2019; Stylos et al,, 2016). However, despite its importance, many empirical
studies still position satisfaction as an endpoint variable rather than as a dynamic mechanism
influencing broader economic outcomes (Rather et al., 2022; Tesalonika et al.,, 2026).

This study adopts a microfoundations perspective, which argues that macro-level
outcomes emerge from aggregated individual behaviors. In tourism-based SMEs, this implies
that regional economic performance is shaped not only by structural factors but also by
consumer responses (Felin etal., 2015; Kozlenkova et al., 2014). Customer satisfaction can thus
be viewed as a micro-level mechanism influencing demand patterns and market stability (Hult



et al, 2017). Building on this, behavioral capital reflects accumulated positive consumer
behaviors such as repeat purchase and advocacy that sustain long-term demand and act as an
intangible strategic asset (Hult et al., 2017; Kozlenkova et al., 2014).

Malang records approximately 3.4 million tourist visits (2025) (figure 1)by TIMES
Indonesia., (2025), creating a strong market for souvenir-based SMEs. Souvenir consumption
especially food products such as tempe chips and apple-based snacks has become an integral
part of the tourism experience, positioning Malang as a shopping-based tourism hub (Sunaryo
etal.,, 2019). Tourism-based SMEs play a crucial economic role, contributing more than 60% of
local economic activity (Radar Malang., 2023), with around 7,920 SMEs operating in the city
(Universitas Muhammadiyah Malang., 2022). Within this ecosystem, customer satisfaction
functions as behavioral capital, driving repeat purchases and word-of-mouth, which sustain
demand for local products and strengthen regional economic circulation.
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3 e
I 1 a®s

3.4 >60% 7,920

tourists (2025) economy driven SMEs (2022)
; by SMEs
-
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Figure 1. Malang Tourism and SME Ecosystem

In this context, customer satisfaction becomes a critical determinant of how tourism
demand is transformed into sustainable economic outcomes. Souvenir products in Malang are
not merely transactional goods; they are experiential artifacts that reflect the identity of the
destination. When tourists are satisfied with their consumption experiences whether through
product quality, service interaction, or brand perception they are more likely to engage in
repeat purchases and recommend the products to other visitors. This behavior is particularly
relevant in Malang, where tourist mobility across destinations in the Malang Raya area (Malang
City, Batu, and Malang Regency) creates opportunities for repeated consumption and cross-
destination word-of-mouth diffusion. Furthermore, the evaluation of government-led SME
development programs often lacks a behavioral dimension. Programs such as digital marketing
training, service quality improvement initiatives, and promotional support are typically
assessed based on output indicators, such as the number of participants or the extent of
program implementation. While these metrics provide useful information about program
reach, they do not necessarily capture the effectiveness of such interventions in shaping
consumer behavior and market outcomes. As a result, there is a disconnect between policy
implementation and actual economic impact.

To address these gaps, this study proposes a behavioral-based evaluation framework for
tourism SME development programs. Specifically, it positions customer satisfaction as a form
of behavioral capital that serves as a bridge between policy interventions and economic
outcomes. By examining how marketing interventions influence customer satisfaction, and
how satisfaction in turn affects brand image, customer loyalty, and demand, the study provides
a more comprehensive understanding of program effectiveness.

By integrating a behavioral perspective into the evaluation of SME development
programs, this study also contributes to urban policy analysis by offering an alternative
framework for assessing program effectiveness beyond conventional output indicators. This



approach is particularly relevant for city governments aiming to strengthen tourism-based
economic resilience through SME empowerment.

2. Methods

This study employs a time-lagged sequential explanatory mixed-method design to evaluate
the effectiveness of tourism SME development interventions across two phases (figure 2)
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Figure 2. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion
and service quality improvement programs implemented through SME development
initiatives. This phase examines the effects of promotion (X1) and service quality (X2) on
customer satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early
behavioral responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds on
Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-over
construct, representing accumulated consumer experience across phases.

This design is particularly relevant in the context of evaluating city-level development
programs, as it allows the study to capture not only immediate behavioral responses but also
the sustainability of policy impacts over time, which is critical for urban economic planning.

Data were collected from 700 customers across 10 tourism-based SMEs in the souvenir
sector (e.g., local food products such as chips and bakery souvenirs) under the Rumah BUMN
Malang City development program. A purposive sampling approach was applied, targeting
customers who had direct consumption experience with the SME products. Data were collected
using structured questionnaires measured on a Likert scale (1-5). The same or comparable
respondent groups were observed across both phases to capture temporal variation in
consumer behavior. The selected SMEs represent a segment of the urban tourism economy,
allowing the findings to reflect broader behavioral patterns within the city-level economic
ecosystem.

Data analysis was conducted using Partial Least Squares Structural Equation Modeling
(PLS-SEM), including measurement model evaluation (validity and reliability), structural
model testing, and mediation analysis. A complementary qualitative phase using open-ended
responses was employed to explain how customer satisfaction translates into loyalty, brand
perception, word-of-mouth, and demand formation within the local tourism economy. Within



this framework, customer satisfaction is positioned as behavioral capital, linking policy
interventions with evolving consumer behavior across phases.

. Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of
Intervention A, generate strong initial behavioral responses among customers of tourism-
based SMEs. Descriptive analysis shows that all variables are perceived at a high level, with
promotion (Mean = 4.07) and service quality (Mean = 4.02) reflecting positive evaluations of
marketing and service interventions. Customer satisfaction records a higher mean score (4.17),
indicating that customers experience a high level of fulfillment, while customer loyalty also
shows a strong level (Mean = 4.01), suggesting the presence of repeat purchase intention and
recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension
within promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1. Descriptive Statistics

Variable Mea Category
n
Promotion 4.07 High
Service Quality 4.02  High

Customer Satisfaction 4.17  High

Customer Loyalty 4.01 High

The measurement model evaluation confirms that all constructs meet the required
criteria for validity and reliability. All outer loadings exceed 0.70, indicating strong indicator
reliability. The Average Variance Extracted (AVE) values range from 0.740 to 0.879, exceeding
the minimum threshold of 0.50, thereby confirming convergent validity. Composite reliability
values range from 0.917 to 0.941, while Cronbach’s alpha coefficients exceed 0.90 for all
constructs, indicating high internal consistency.

Table 2. Measurement Model Evaluation

Construct AVE Composite Reliability Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer Satisfaction 0.879 0.941 0.930
Customer Loyalty 0.795 0.928 0.914

The structural model results indicate strong explanatory power. Promotion and service
quality explain 71.5% of the variance in customer satisfaction (R* = 0.715), while promotion,
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R* = 0.706). The
model also demonstrates strong predictive relevance with a Q% value of 0.755, indicating a high
level of goodness of fit.

The measurement model is further illustrated in Figure 3, showing the relationship
between latent constructs and their indicators along with outer loadings.
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Figure 3. Outer Model

Figure 3. presents the outer model, confirming that all indicators load significantly on
their respective constructs with strong loading values, indicating high indicator reliability. The
absence of weak loadings suggests that no indicators need to be removed from the model.
Furthermore, all indicators are statistically significant (p < 0.05), reinforcing their contribution
to construct measurement. These findings are consistent with the AVE and composite
reliability values reported in Table 2, confirming that the model satisfies convergent validity
and internal consistency requirements. Therefore, the measurement model is considered
robust and suitable for structural model evaluation.

Table 3. Structural Model Results

Path B T-statistics p- Result
value
Promotion — Loyalty 0.546 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015 2.118 0.006 Supported
Service Quality — Loyalty -0.100 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 2.110 0.012 Supported

Service Quality — Customer Satisfaction — Loyalty 0.398 2.747

0.006

Supported

The structural model results indicate that promotion and service quality play significant

roles in shaping early-stage customer behavioral responses. Promotion has a significant
positive effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities
directly influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty ( = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.



Furthermore, service quality demonstrates a strong and highly significant effect on
customer satisfaction (3 = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (8 = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct
behavioral response variable rather than a tested mediating construct. The relationships
observed indicate that both promotion and service quality contribute to shaping satisfaction
and loyalty, but the mediating mechanism is not formally examined in this phase.

The findings of phase 1 indicate that Intervention A successfully generates strong early
behavioral responses, particularly through high levels of customer satisfaction and loyalty. The
dominance of word-of-mouth behavior suggests that customers actively participate in informal
promotion, reinforcing the role of satisfaction as a behavioral mechanism. In this phase,
customer satisfaction can be interpreted as the initial formation of behavioral capital, reflecting
accumulated positive experiences that influence repeat purchase tendencies and
recommendation behavior. This behavioral capital serves as the foundation for extended
market outcomes, which are further examined in Phase 2.

The results of Phase 2 reflect the effectiveness of Intervention B, which emphasizes digital
marketing and market strengthening in shaping customer satisfaction and brand image.
Descriptive analysis indicates that all variables are perceived at a high level, confirming
positive consumer responses following the second intervention stage. Digital marketing
records a mean value of 3.92, service quality 3.94, customer satisfaction 3.81, and brand image
3.89, indicating that customers perceive both marketing and service improvements as effective
in strengthening brand perception.

At the indicator level, digital marketing is strongest in informativeness (4.03) and
interactivity (4.00), suggesting that customers value clear and responsive communication.
Service quality is dominated by assurance (4.06), reinforcing the importance of trustin shaping
customer evaluations. Meanwhile, brand image is strongest in reputation (3.96), indicating
that positive customer experiences translate into favorable brand perceptions.

The structural relationships among variables are illustrated in Figure 4, highlighting the
path coefficients and significance levels.
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Figure 4. Inner Model

Figure X illustrates the inner model, confirming that the model has strong predictive
capability, as reflected by R* values of 0.715 (customer satisfaction) and 0.706 (customer
loyalty). Promotion significantly influences customer loyalty (f = 0.546), while its effect on
customer satisfaction is minimal (8 = -0.015). In contrast, service quality shows a substantial
impact on customer satisfaction (§ = 0.858), but a weak direct effect on loyalty (8 = -0.100).



Customer satisfaction significantly affects customer loyalty (§ = 0.459), supporting its role as
a key mediating construct. These findings indicate that customer loyalty is primarily driven by
satisfaction, particularly as a result of service quality, highlighting the importance of
experiential factors in shaping consumer behavior.

Table 4. Phase 2 Descriptive Statistics

Variable Mea Category
n
Digital Marketing 392 High
Service Quality 3.94 High

Customer Satisfaction 3.81  High

Brand Image 3.89  High

The measurement model confirms strong validity and reliability across all constructs.
Outer loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong
indicator reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783,
confirming convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha
values are above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE Composite Reliability Cronbach’s Alpha
Digital Marketing 0.748 0.922 0.887
Service Quality 0.733 0.932 0.908
Customer Satisfaction 0.779 0.913 0.858
Brand Image 0.783 0.915 0.861

The structural model demonstrates very strong explanatory power. The R? value for
customer satisfaction is 0.839, indicating that digital marketing and service quality explain
83.9% of satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital
marketing, service quality, and satisfaction jointly explain 87.7% of brand perception. These
values indicate a highly predictive model. The predictive relevance is also very high, with a Q*
value of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient (f3) p- Result
value
Digital Marketing — Brand Image 0.263 0.009 Supported
Service Quality — Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported

Digital Marketing — Satisfaction — Brand Image 0.159 0.027 Supported




Service Quality — Satisfaction —» Brand Image 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509) and
satisfaction — brand image (0.311) indicate that customer evaluation mechanisms are central
in shaping brand outcomes. This suggests that digital marketing alone is not sufficient; its
effectiveness depends on how it enhances customer satisfaction.

The findings of Phase 2 indicate that Intervention B successfully strengthens brand-level
outcomes, particularly through the role of customer satisfaction as a mediating mechanism.
Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 shows that
satisfaction evolves into a mechanism that shapes brand perception and market positioning.

From a broader perspective, these results confirm that customer satisfaction functions as
a behavioral mechanism that accumulates across phases, linking initial behavioral responses
(loyalty formation) with extended market outcomes (brand image strengthening). This
reinforces its role as a foundation for sustainable demand, which is further interpreted in the
discussion section as behavioral capital.

Discussion

The findings of this study provide strong evidence that customer satisfaction plays a
central role in linking marketing interventions with evolving consumer behavior and broader
market outcomes in tourism-based SMEs. Across the two phases, the results demonstrate a
clear behavioral progression, where marketing efforts initially shape customer responses and
subsequently influence higher-order outcomes such as brand perception and market
sustainability.

In Phase 1, the results indicate that promotion and service quality significantly influence
customer satisfaction and customer loyalty. The strong effect of service quality on customer
satisfaction ( = 0.858) suggests that the consumption experience is a critical determinant of
how customers evaluate SME products. Meanwhile, the significant relationship between
customer satisfaction and loyalty confirms that satisfied customers are more likely to engage
in repeat purchase behavior and recommendation. Importantly, the high level of word-of-
mouth behavior observed in this phase indicates that customers actively participate in
informal promotion, extending the impact of marketing beyond firm-controlled channels
(Rather et al.,, 2022).

These findings align with established marketing literature, which emphasizes that
customer satisfaction serves as a key predictor of loyalty and behavioral intention. However,
this study extends the discussion by demonstrating that satisfaction does not merely function
as an outcome variable, but as an active behavioral mechanism that mediates the
transformation of marketing inputs into observable consumer behavior. In this sense, Phase 1
captures the initial formation of behavioral capital, reflected in repeated consumption
tendencies, recommendation behavior, and emotional attachment to the product.

Phase 2 further strengthens this argument by showing that customer satisfaction
continues to play a significant role in shaping brand image. The results reveal that both digital
marketing and service quality significantly influence customer satisfaction, which in turn
significantly affects brand image (Stylos et al,, 2016). In addition, the presence of significant
indirect effects confirms that customer satisfaction functions as a mediating mechanism in
transforming marketing efforts into brand perception.

Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 demonstrates a
shift in the role of satisfaction toward perception consolidation, where accumulated customer
experiences influence how consumers evaluate and perceive the brand. This indicates that
customer satisfaction evolves over time, moving from an immediate behavioral response to a
more stable and cumulative construct that shapes brand identity and positioning (Prebensen
etal,, 2017).

From a microfoundations perspective, these findings suggest that macro-level outcomes
such as market sustainability and regional economic development are rooted in the



aggregation of individual consumer behaviors. Customer satisfaction, as observed in this study,
represents a micro-level behavioral mechanism that drives repeated consumption,
recommendation, and brand reinforcement. When these behaviors accumulate across a large
number of consumers, they generate sustained demand for local products, thereby
strengthening the economic position of SMEs within the tourism ecosystem.

When aggregated across alarge number of consumers, these behavioral patterns generate
a multiplier effect within the urban economy, where repeated consumption and word-of-
mouth promotion contribute to sustained demand for local products, ultimately strengthening
the economic structure of the city (Scheyvens et al.,, 2018).

This mechanism becomes particularly relevant in the context of tourism-based SMEs,
where products such as local souvenirs are closely tied to travel experiences. The findings
indicate that satisfied customers are more likely to repurchase products during future visits
and recommend them to other tourists (Rasoolimanesh et al.,, 2021). This creates a self-
reinforcing demand cycle, where customer satisfaction drives both direct consumption and
indirect market expansion through social influence mechanisms.

Based on this perspective, customer satisfaction can be conceptualized as behavioral
capital, which represents the accumulation of positive consumer experiences that translate
into sustained market demand. Unlike financial capital, which is tangible and directly
measurable, behavioral capital is embedded in consumer perceptions and actions, yet it plays
a crucial role in determining the long-term sustainability of SMEs. The results of this study
provide empirical support for this concept by showing that satisfaction consistently influences
both loyalty (Phase 1) and brand image (Phase 2), thereby bridging short-term behavioral
outcomes and long-term market positioning.

The implications of these findings extend beyond the firm level and contribute to the
understanding of regional economic development. In many tourism studies, the success of a
destination is often measured through quantitative indicators such as tourist arrivals and
tourist spending (Surgawati et al., 2025). While these indicators capture short-term economic
contributions, they do not fully explain the behavioral mechanisms that sustain economic
activity over time. This study demonstrates that customer satisfaction plays a critical role in
generating sustained demand for local products, which in turn supports SME income and local
economic circulation.

In the context of Malang City, where tourism and SMEs are closely interconnected, this
mechanism is particularly important. The results suggest that improving customer satisfaction
through marketing and service interventions can strengthen demand for local souvenir
products, thereby contributing to the sustainability of the local economy. This indicates that
regional development strategies should not only focus on increasing tourist spending, but also
on enhancing customer experience and satisfaction as key drivers of long-term economic
impact. This mechanism is particularly significant in urban contexts such as Malang City, where
tourism and SMEs are deeply interconnected within the local economic system. The
accumulation of customer-driven demand not only benefits individual firms but also enhances
the overall economic resilience of the city (Font et al,, 2017).

From a policy perspective, the two-phase design of this study provides practical insights
into the effectiveness of SME development programs. Intervention A, which focuses on
promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Meanwhile, Intervention B, which emphasizes digital marketing,
strengthens brand perception and market positioning. The integration of these interventions
suggests that a sequential approach to SME development starting from behavioral response
formation and followed by market consolidation can produce more sustainable outcomes.

This study proposes the Tourism-Based SME Marketing Sustainability Model (figure 3),
which explains how marketing strategies, customer satisfaction, and consumer behavior
interact to generate sustained demand and support regional economic development. The
model conceptualizes sustainability as a multi-stage process that unfolds across three
interconnected layers. At the first layer, policy-driven marketing interventions namely
promotion and service quality enhancement (Intervention A), followed by digital marketing
and market strengthening (Intervention B) serve as primary inputs that shape consumer
experience. The empirical results confirm that these interventions significantly influence



customer satisfaction in both phases, although their relative strength varies depending on the
nature of the intervention.
TOURISM-BASED SME MARKETING SUSTAINABILITY MODEL (TSMSM)

A Tory ¢2cne Bedrvwet AP o % Y e

UIN D BMMASTRAL SR LAMTESY (W TR L)
Nt - -

)
.'. - * ‘Q g —
w L — _ lade - - L b
et abaren Ly, e A
PR e——— b — e
- - » - & - v
— ol'l e S

L

Figure 5. Tourism-Based Marketing Sustainability Model (TSMSM)

At the second layer, the study identifies customer satisfaction as behavioral capital, which
acts as a central mechanism linking marketing efforts with evolving consumer behavior. In
Phase 1, customer satisfaction primarily drives customer loyalty, reflected in repeat purchase
intention and word-of-mouth behavior. These findings indicate that satisfaction functions as
an immediate behavioral response, transforming service and promotional inputs into
observable consumer actions. In Phase 2, however, customer satisfaction evolves into a more
accumulated and stabilizing construct, significantly influencing brand image formation both
directly and indirectly. This shift demonstrates that customer satisfaction is not static but
dynamic, transitioning from short-term behavioral activation to long-term perceptual
consolidation (Prebensen et al., 2017).

At the third layer, the accumulation of loyalty and brand image strengthens market
sustainability, particularly through repeated consumption and social diffusion mechanisms. As
customers engage in repeat purchases and actively recommend products to others, demand
for local souvenir products becomes more stable and self-reinforcing. This process ultimately
contributes to local SME income growth and economic circulation, thereby supporting regional
economic development in tourism-based cities (World Tourism Organization., 2022).

The TSMSM thus provides a novel explanation of how micro-level behavioral processes
scale into macro-level economic outcomes. Rather than viewing marketing performance as an
isolated firm-level phenomenon, the model demonstrates that sustained economic impact
emerges from the aggregation of individual consumer experiences and behaviors over time. In
this sense, customer satisfaction operates as an intangible yet strategic asset, embedding itself
within the consumption ecosystem and shaping long-term market dynamics.

From a theoretical perspective, this study contributes to the literature by
reconceptualizing customer satisfaction as behavioral capital, extending its role beyond a
conventional outcome variable. The results demonstrate that satisfaction functions as a
behavioral transmission mechanism, linking marketing inputs with both immediate behavioral
outcomes (loyalty) and longer-term perceptual outcomes (brand image). By integrating a time-
lagged perspective, the study also highlights the temporal dimension of marketing
effectiveness, showing that consumer responses evolve across stages rather than occurring
instantaneously. Furthermore, the findings support the microfoundations perspective,
suggesting that regional economic outcomes are rooted in the aggregation of individual-level
consumer behaviors.

From a managerial standpoint, the results emphasize the critical importance of service
quality as a primary driver of customer satisfaction, particularly in the context of tourism-
based SMEs. The strong effect of service quality on satisfaction indicates that improving
customer experience through reliability, responsiveness, and assurancenshould be prioritized



over purely promotional efforts (Han et al., 2017). While promotion and digital marketing
remain important, their effectiveness is contingent upon their ability to enhance or reflect
actual customer experience. Moreover, the strong presence of word-of-mouth behavior
suggests that SMEs should actively manage customer-generated content and informal
promotion channels, as these represent cost-efficient mechanisms for expanding market reach.

The findings also suggest that digital marketing should be strategically positioned as a
reinforcing tool rather than a standalone solution. In Phase 2, digital marketing significantly
contributes to brand image formation, particularly when supported by positive customer
experiences. This indicates that digitalization efforts should be integrated with service quality
improvements to ensure consistency between online representation and offline experience.

From a policy perspective, the study highlights the importance of adopting a sequential
and behavior-oriented approach to SME development programs. Intervention A, which focuses
on promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Intervention B, which emphasizes digital marketing, plays a crucial
role in consolidating brand perception and strengthening market positioning. This suggests
that policy interventions should be designed as progressive stages, rather than isolated
programs, to ensure continuity and cumulative impact.

Importantly, the study challenges the conventional reliance on tourist spending as the
primary indicator of tourism success (Bhatt et al., 2024). While tourist spending captures
short-term economic contribution, it does not fully explain the mechanisms that sustain
demand over time. The findings demonstrate that customer satisfaction-driven behaviors such
as repeat purchase and word-of-mouth are critical drivers of sustained demand for local
products. Therefore, regional development strategies should incorporate behavioral
indicators, such as satisfaction, loyalty, and customer advocacy, as complementary measures
of program effectiveness.

In the context of Malang City, where tourism and SMEs are closely interconnected, these
findings suggest that strengthening customer experience within the local souvenir sector can
generate broader economic benefits. By enhancing the capacity of SMEs in service quality,
digital marketing, and customer experience management, local governments can foster a more
resilient and sustainable tourism economy.The study provides a practical roadmap for aligning
marketing strategies, consumer behavior, and regional development objectives. By positioning
customer satisfaction as behavioral capital, it offers a more comprehensive framework for
understanding how tourism-based SMEs can contribute not only to firm-level performance but
also to long-term regional economic sustainability.

From an urban development perspective, the findings of this study suggest that behavioral
capital plays a crucial role in strengthening local economic sustainability. Unlike traditional
economic indicators, behavioral capital captures the continuity of demand, which is essential
for maintaining stable income flows within the city. This highlights the importance of
integrating behavioral indicators into urban economic planning, particularly in tourism-based
cities.

Urban Policy Implications

The findings of this study provide important implications for city-level policymakers,
particularly in the design and evaluation of tourism and SME development programs. Local
governments, such as the Malang City administration, should incorporate behavioral indicators
such as customer satisfaction, loyalty, and word-of-mouth into their policy evaluation
frameworks. These indicators offer a more comprehensive understanding of program
effectiveness by capturing the sustainability of demand rather than merely short-term outputs.
Furthermore, integrating behavioral capital into urban development strategies can support the
creation of a more resilient local economy, where SMEs are able to sustain income through
stable and recurring demand. This approach aligns with the need for adaptive and inclusive
urban economic policies in tourism-based cities.

4. Conclusion
This study demonstrates that customer satisfaction plays a critical role in connecting
marketing interventions with behavioral and market outcomes in tourism-based SMEs.



Through a two-phase, time-lagged approach, the findings reveal that marketing interventions
do not produce immediate and isolated effects, but rather generate progressive behavioral
transformations.

In Phase 1, promotion and service quality significantly shape customer satisfaction and
customer loyalty, reflecting early behavioral responses following initial interventions. In Phase
2, customer satisfaction continues to influence brand image, indicating that accumulated
customer experience contributes to stronger and more stable market perceptions. These
results confirm that customer satisfaction is not merely an outcome variable, but a dynamic
and evolving construct that bridges short-term behavioral responses and long-term market
outcomes.

By integrating findings across both phases, this study conceptualizes customer
satisfaction as behavioral capital, which accumulates through repeated positive experiences
and translates into sustained demand for local products. This mechanism highlights how
individual-level consumer behavior can scale into broader economic effects, supporting SME
performance and local economic circulation.

The proposed Tourism-Based SME Marketing Sustainability Model (TSMSM) provides a
comprehensive framework that links marketing strategies, customer behavior, and regional
economic development. The model emphasizes that sustainable tourism economies are not
only driven by increasing tourist spending, but also by strengthening customer satisfaction and
experience as key drivers of repeat consumption and word-of-mouth.

From a practical perspective, the findings suggest that SME development programs should
adopt a sequential and integrated approach, combining promotion, service quality
enhancement, and digital marketing to ensure both behavioral formation and market
consolidation. For policymakers, this study highlights the importance of incorporating
behavioral indicators, such as customer satisfaction and loyalty, as complementary measures
of program effectiveness in tourism-based economic developme.

At the city level, these findings emphasize that sustainable tourism development requires
more than increasing visitor numbers or spending. Instead, it depends on the ability of local
economic systems to convert tourist experiences into sustained demand for local products. By
positioning customer satisfaction as behavioral capital, this study offers a strategic framework
for strengthening urban economic resilience through SME-driven tourism development.

Acknowledgments

The authors would like to express their sincere gratitude to all respondents who
participated in this study and to the tourism-based SMEs in Malang City for their cooperation
and support during the data collection process. The authors also acknowledge the
institutional support provided by Universitas Widya Gama Malang in facilitating this
research.

Funding
This research received no external funding and was conducted independently by
the authors.

Conflict Of Interest

The authors declare that there is no conflict of interest regarding the publication of this paper.

Data Availability

The data that support the findings of this study are available from the corresponding
author upon reasonable request. The data are not publicly available due to privacy and
confidentiality considerations.

Author Contributions

All authors contributed equally to the research. Conceptualization, methodology, data
collection, formal analysis, and writing original draft preparation were conducted
collaboratively. Writing review and editing, as well as supervision and validation of the



research process, were also carried out jointly by all authors. All authors have read and
agreed to the published version of the manuscript.

References

Alcala-Ordéiiez, A., Brida, J. G. Cardenas-Garcia, P. ]., & Segarra, V. (2024). Tourism and
economic development: A panel data analysis for island countries. European Journal of
Tourism Research, 36, 3615. https://doi.org/https://doi.org/10.54055/ejtr.v36i.3308

Ali, F., Rasoolimanesh, S. M., Sarstedt, M., Ringle, C. M., & Ryu, K. (2018). An assessment of the
use of partial least squares structural equation modeling (PLS-SEM) in hospitality
research. International Journal of Contemporary Hospitality Management, 30(1), 514-538.
https://doi.org/https://doi.org/10.1108/ijchm-10-2016-0568

Artal-Tur, A., & Sanchez-Casado, N. (2019). Exploring tourist satisfaction and destination
loyalty. In Tourist Destination Management: Instruments, Products, and Case Studies.
Cham: Springer International Publishing, 75-99.
https://doi.org/https://doi.org/10.1007/978-3-030-16981-7_5

Bhatt, K., Seabra, C., Kumar, J., Ashutosh, K., & Kumar Kabia, S. (2024). Tourism-led inclusive
growth in emerging and developing economies: a systematic literature review. Sage Open,
14(2), 21582440241252516.
https://doi.org/https://doi.org/10.1177/21582440241252516

Blake, A., Arbache, ]. S, Sinclair, M. T., & Teles, V. (2008). Tourism and poverty relief. Annals of
Tourism Research, 35(1), 107-126.
https://doi.org/https://doi.org/10.1016/j.annals.2007.06.013

Chiu, W,, Zeng, S., & Cheng, P. S.-T. (2016). The influence of destination image and tourist
satisfaction on tourist loyalty: a case study of Chinese tourists in Korea. International
Journal of Culture, Tourism and Hospitality Research, 10(2), 223-234.
https://doi.org/https://doi.org/10.1108/ijcthr-07-2015-0080

Enger, A, Sandvik, K., & Kildal Iversen, E. (2015). Developing scenarios for the Norwegian
travel  industry = 2025.  Journal of  Tourism  Futures, 1(1), 6-18.
https://doi.org/https://doi.org/10.1108/jtf-12-2014-0018

Felin, T, Foss, N. ]., & Ployhart, R. E. (2015). The microfoundations movement in strategy and
organization  theory. Academy of Management Annals, 14(1), 1-34.
https://doi.org/https://doi.org/10.5465/19416520.2015.1007651

Font, X., & McCabe, S. (2017). Sustainability and marketing in tourism: Its contexts, paradoxes,
approaches, challenges and potential. Journal of Sustainable Tourism, 25(7), 869-883.
https://doi.org/https://doi.org/10.1080/09669582.2017.1301721

Haji, S. A, Hasim, D., Soleman, M. M., & Abubakar, K. (2022). The effect of experience quality on
behavioral intentions mediated by tourist happiness and tourist satisfaction in an island
destination. Economics, Business, Accounting & Society Review, 1(2), 112-121.
https://doi.org/https://doi.org/10.55980/ebasr.v1i2.23

Han, H., & Hyun, S. S. (2017). Impact of hotel-restaurant image and quality of physical-
environment, service, and food on satisfaction and intention. International Journal of
Hospitality Management, 63, 82-92.
https://doi.org/https://doi.org/10.1016/j.ijhm.2017.03.006

Hosany, S., & Gilbert, D. (2010). Measuring tourists’ emotional experiences toward hedonic
holiday = destinations.  Journal of  Travel  Research,  49(4), 513-526.
https://doi.org/https://doi.org/10.1177/0047287509349267

Hult, G. T. M., Morgeson, F. V, Morgan, N. A, Mithas, S., & Fornell, C. (2017). Do managers know
what their customers think and why? Journal of the Academy of Marketing Science, 45(1),
37-54. https://doi.org/https://doi.org/10.1007 /s11747-016-0487-4

Iswari, H. R,, & Anam, C. (2023). Penguatan Ketahanan Umkm Pada Destinasi Community Based
Tourism (Cbt) Kampung Ekologi Kecamatan Temas Kota Batu. Journal Community Service
Consortium, 3(1). https://doi.org/https://doi.org/10.37715/consortium.v3i1.3651

Kim, M., & Thapa, B. (2018). Perceived value and flow experience: Application in a nature-based
tourism context. Journal of Destination Marketing & Management, 8, 373-384.
https://doi.org/https://doi.org/10.1016/j.jdmm.2017.08.002

Kozlenkova, I. V, Samaha, S. A., & Palmatier, R. W. (2014). Resource-based theory in marketing.



Journal of  the Academy of  Marketing Science, 42(1), 1-21.
https://doi.org/https://doi.org/10.1007 /s11747-013-0336-7

Organisation for Economic Co-operation and Development. (2021). Managing tourism
development for sustainable and inclusive recovery. In OECD Publishing.
https://doi.org/https://doi.org/10.1787 /b062f603-en

Prebensen, N. K., & Xie, ]. (2017). Efficacy of co-creation and mastering on perceived value and
satisfaction in tourists’ consumption. Tourism Management, 60, 166-176.
https://doi.org/https://doi.org/10.1016/j.tourman.2016.12.001

Radar Malang. (2023). Dorong produk UMKM Ilokal Kota Malang masuk mal.
https://radarmalang.jawapos.com/ekonomi-bisnis/2508280066/dorong-produk-
umkm-lokal-kota-malang-masuk-mal

Rasoolimanesh, S. M., Seyfi, S., Hall, C. M., & Hatamifar, P. (2021). Understanding memorable
tourism experiences and behavioural intentions of heritage tourists. Journal of Destination
Marketing & Management, 21, 100621.
https://doi.org/https://doi.org/10.1016/j.jdmm.2021.100621

Rather, R. A, Hollebeek, L. D., & Rasoolimanesh, S. M. (2022). First-time versus repeat tourists:
The role of destination image and satisfaction in loyalty formation. Journal of Travel
Research. https://doi.org/https://doi.org/10.1177 /0047287521997572

Rather, R. A. (2020). Customer experience and engagement in tourism: A review and research
agenda. Journal of Travel Research.
https://doi.org/https://doi.org/10.1080/10548408.2019.1686101

Rather, R. A, & Camilleri, M. A. (2019). The effects of service quality and consumer-brand value
congruity on  hospitality @ brand loyalty.  Anatolia, 30(4), 547-559.
https://doi.org/https://doi.org/10.1080/13032917.2019.1650289

Scheyvens, R., & Biddulph, R. (2018). Inclusive tourism development. Tourism Geographies,
20(4), 589-609. https://doi.org/https://doi.org/10.1080/14616688.2017.1381985

Sharma, P., & Nayak, J. K. (2020). Testing the role of tourists’ emotional experiences in
predicting destination loyalty. Tourism Management Perspectives, 34, 100668.
https://doi.org/https://doi.org/10.1016/j.tmp.2018.07.004

Stylos, N., Vassiliadis, C. A, Bellou, V., & Andronikidis, A. (2016). Destination images, holistic
images, and personal normative beliefs: Predictors of behavioral intentions. Tourism
Management, 53, 40-60.
https://doi.org/https://doi.org/10.1016/j.tourman.2015.09.006

Sun, Z., Liu, L., Pan, R, Wang, Y., & Zhang, B. (2025). Tourism and economic growth: The role of
institutional quality. International Review of Economics & Finance, 98, 103913.
https://doi.org/https://doi.org/10.1016/j.iref.2025.103913

Sunaryo, N. A, Putra, I. N. D., & Dewi, M. H. U. (2019). Perkembangan wisata belanja oleh-oleh
makanan di Kota Malang. Jurnal Master Pariwisata (JUMPA), 6(1), 25-47.
https://doi.org/https://doi.org/10.24843 /jumpa.2019.v06.i01.p02

Surgawati, [., Darma, S., Putra, A. M., Sarifudin, S., Ariani, M., Ashari, I., & Darma, D. C. (2025).
Dissecting the economics of tourism and its influencing variables—Facts on the National
Capital City (IKN). Tourism and Hospitality, 6(3), 125.
https://doi.org/https://doi.org/10.3390/tourhosp6030125

Tesalonika, P., & Marvianta, Y. A. (2026). he Influence of Brand Engagement and Customer
Experience Mediated by Brand Trust on Customer Loyalty. Journal of Hospitality and
Tourism Insights, 16(1), 1-21.
https://doi.org/https://doi.org/10.22219/mb.v16i01.43854

TIMES Indonesia. (2025). Wisata Kota Malang kontribusi besar ke pendapatan daerah tembus
Rp246miliar.  https://doi.org/https://timesindonesia.co.id/ekonomi/585511/wisata-
kota-malang-kontribusi-besar-ke-pendapatan-daerah-tembus-rp246-miliar.

Universitas Muhammadiyah Malang. (2022). Analisis perkembangan UMKM di Kota Malang
(Institutional repository). https://eprints.umm.ac.id/5437 /2 /BAB Lpdf

Vanhove, N. (2018). The Economics of Tourism Destinations: Theory and practice.
https://www.amazon.com/Economics-Tourism-Destinations-Theory-
Practice/dp/1351263803

World Tourism Organization. (2022). G20 Bali Guidelines for Strengthening Communities and
MSMEs as Tourism Transformation Agents — A People-Centered Recovery. In UN Tourism.



e-unwto.org. https://doi.org/https://doi.org/10.18111/9789284423828






from journal c<Pangriptaz> [2026), Numbar & (1) - please acknowledge receipt of the letter
2 pasan

Pangripta <pargriptakrtamalang@omail, com: 138 March 206, 15,04
Tt wruitan <ol arsgliwi iy s a. o id

e Mk, Weahju Wulandas

Wour amchy has besn sccopbed for publication w e oumal *Ealas imiah Peroncanaan dan Pessbanmgumnan™
[Mkurmies 81k 2025).

Wol can see The poblshed slicis on the ske of ocur journal lcmormow 26.032026 m the CArchives”
It (urnspangnptay 3, makngkolago a8 PANGRIPT A s e far ctive

In e sppdication, wou vel| Tind all Hre Gala that vou @il nesd {or reposting,
Thank wow or wour work and ook fasward 1o working welb you o ke ffure,
Take care of yourpsll and yaur loves oras|

bl regands,

Ediitariial T

Pangripia Jounnal

Emad: psgiistakotamal ey gmail. com

Attenthon! The auihar |k2am of amhors) submibing the manuscorion 0o the echiodal gifice of the journal «Kafan imiah
Pesarcansan dan Pembangrenans sgeas with ol requicsmends for regisiration, submission of $he manuscrpt of iha
arbcks, and pEvTEl and be responsible m o case ol vickation of thess requrements,,

¥ Lawpbran o [igeonde lol Gl (7] & |f."|. Faraimshien perrise e e

e o P

B Lah &7 g sl .-r B oreh Futiat mai T

18 March 2026, 15.35
wrulan widyagama < wfan Ewidyagama.as.ids

Kapada: Jawrnal Pangripla <pargriglakctamalen gl gmail eom
Lo Wialen «wulan@widyogamaan.ids

Thari you yoar mail,
[®uitipan disambryikan)

03042026 , 2349



- B L T e e e L
Messages
e
Dear Author

Hopetutly this emal reanes you weil

§am pleased to infoim you that pour artide his been accegted o
puRication in Fangnpea lumal imah Kajan Perencanaan Pembongunan
Corgratulations cn tis achieveniem! Attached t= tha datussan

I you have ooy quesions or need Turther darfication reganding the LOA or
ary other aspect of the publication process, please 0o not beskate 1o
CONCACT ma, Aga i, CONGAINDONS O 1he acceplance of your atide. 'We
hook formand Lo working sl you 1o gublish i

Bk regards,

Eg¢htor

LOW 07 vl waan g gt

R L

. “ 4 B R R o e .

Perrgey
Wss B sy
R

et 1ol

Dna A

e e phamind et s L s et Rk i Ay
PR The 0N PRIy i L Do reafy b DRI

Ryt e B o W s ASRW e wete g e
SN LR (1] B0 M O TR WA TR SRR b
WP e AAE B s e

T ou 0 Tt OSSP WS IR Pt ey, ey
AL TR R e T Wl A P prancseny

Thare g 42 yme (Cymrove

Smrwwty
o

ey e e, Tt (o v b pas ol

- ™
r—
Lo o e B P A s e b -




Pangripta Jurnal Ilmiah Kajian Perencanaan Pembangunan

E-ISSN: 2615-5702, P-ISSN: 2620-5785
JI. Simpang Majapahit No. 1 Kota Malang, Provinsi Jawa Timur, Telp. (0341) 328771
Email: jurnalpangripta@kotamalang.go.id, Web: https://jurnalpangriptav3.malangkota.go.id/pangripta

Date: March 18, 2026
Ref: 007 /PANGRIPTA/2026

Dear Mrs. Wahju Wulandari
(On behalf of all co-authors)

We are pleased to inform you that your manuscript entitled:
“Evaluating Tourism SME Development Programs Through Customer Satisfaction
as Behavioral Capital: A Time-Lagged Study in Malang City”

Authored by:

Wahju Wulandaril*, Muhammad Ilman Nur Sasongko?, Adelia Kurniawati3, Ari Gunawan*

Affiliations:

L3Management Department, Faculty of Economics and Business, Widyagama University,
Malang, Indonesia

zManufacturing Engineering Technology, State University of Malang, Indonesia

4Bachelor of Horticultural Science, Riau University of Indonesia

has been accepted for publication in Pangripta: Jurnal Ilmiah Kajian Perencanaan Pembangunan
after a rigorous peer-review process.

The manuscript is scheduled to be published in:
Volume 9, Issue 1 (2026)

The article will be available online via the journal’s Open Journal System (OJS):
https://jurnalpangriptav3.malangkota.go.id /pangripta

This acceptance confirms that the manuscript has met the journal’s standards in terms of
originality, scientific contribution, and methodological rigor.s

Thank you for your valuable contribution. We look forward to your future submissions.

Sincerely,
Editor in Chief

Jurnal [Imiah Kajian Perencanaan P. ngunan
PANGRIPT ﬁ

Jurnal Kajian limiah Perencuna?ﬁngunan w
Prof. Dr. Rahayu Puji Suci, S.E., M.S



mailto:jurnalpangripta@kotamalang.go.id
https://jurnalpangriptav3.malangkota.go.id/pangripta
https://jurnalpangriptav3.malangkota.go.id/pangripta




E-ISSN: 2615-5702, P-ISSN: 2620-5785

Pangripta Jurnal Ilmiah Kajian Perencanaan Pembangunan
Vol.9,No. 1, page 81-96

https://jurnalpangriptav3.malangkota.go.id/pangripta

Evaluating Tourism SME Development Programs Through
Customer Satisfaction as Behavioral Capital: A Time-Lagged

Study in Malang City

Wahju Wulandari!*, Muhammad Ilman Nur Sasongko?, Adelia Kurniawati3, Ari Gunawan#

L3Management Department, Faculty of Economics and Business, Widyagama University, Malang, Indonesia
ZManufacturing Engineering Technology, State University of Malang, Indonesia

4Bachelor of Horticultural Science, Riau University of Indonesia

Abstract

Tourism performance is commonly assessed using indicators such as
tourist arrivals and tourist spending, which capture short-term
economic effects but overlook the behavioral mechanisms that sustain
local tourism economies. This study aims to evaluate the effectiveness
of regional tourism SME development programs by positioning
customer satisfaction as behavioral capital that links policy
interventions with market sustainability and regional economic
outcomes. A time-lagged sequential explanatory mixed-methods
design is employed. Phase 1 evaluates branding-oriented
interventions (digital marketing, service quality, and promotion) by
examining their effects on customer satisfaction and brand image.
Phase 2, conducted after temporal gap, evaluates market
sustainability by assessing customer satisfaction and its effects on
customer loyalty, repeat purchase behavior, and demand for local
souvenir products. Quantitative data were collected longitudinally
from 70 customers of Sokressh, a tourism-based SME in Malang City.
The qualitative phase uses open-ended questionnaires to explain how
customer satisfaction translates into word-of-mouth promotion and
local economic circulation. The findings indicate that customer
satisfaction significantly mediates both branding and market
sustainability outcomes and functions as behavioral capital that
drives repeat demand. Qualitative evidence shows that increases in
customer satisfaction are associated with higher repeat purchases
and stronger tourist recommendations, contributing to stable
demand for local products. The study proposes Tourism-Based SME
Marketing Sustainability Model and demonstrates that customer
satisfaction can serve as a behavioral-based indicator of program
effectiveness linking SME support policies with regional economic
development. Findings show satisfaction as behavioral capital
strengthens local demand, stabilizes SME income, and enhances
resilience in tourism-based cities like Malang.

1. Introduction
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Tourism has long been recognized as one of the most dynamic sectors contributing to
regional economic development. According to the (Enger et al.,, (2015), the sector generates
substantial economic value through its contributions to global GDP, employment, and visitor
spending. In practice, governments and policymakers predominantly rely on quantitative
indicators such as tourist arrivals, length of stay, and tourist expenditure to assess tourism
performance, reflecting a macroeconomic measurement approach widely adopted in policy
and research contexts (Alcala-Ordonez et al., 2024; Surgawati et al., 2025). These indicators
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provide clear evidence of the direct and measurable economic contributions of tourism,
particularly in terms of revenue generation and short-term economic growth. However, an
increasing body of recent literature argues that an exclusive reliance on such aggregate metrics
may result in a partial understanding of tourism’s role in development, as it tends to overlook
broader dimensions such as sustainability, community well-being, and localized economic
impacts (Bhatt et al,, 2024; Sun et al.,, 2025). Therefore, a more comprehensive analytical
framework is required to capture how tourism contributes to sustainable and inclusive
economic development beyond macro-level indicators.

In the context of urban development, this limitation becomes more critical, as city-level
economic sustainability depends not only on aggregate tourism performance but also on how
local economic actors particularly SMEs capture and retain value within the urban system.
Without understanding the behavioral mechanisms that sustain demand, tourism growth may
fail to generate long-term economic stability at the city level.

This indicates that SMEs are not merely business entities but key components of the urban
economic structure, functioning as drivers of local circulation and value retention. Therefore,
evaluating SME performance through a behavioral lens becomes essential for understanding
how tourism contributes to sustainable urban development in Malang City. Strengthening
MSMEs in community-based tourism destinations has been shown to play a significant role in
enhancing local economic resilience through increased financial literacy, production
innovation, and utilization of environmentally-based resources (Iswari et al., 2023)

In many tourism destinations, including emerging urban tourism hubs, increases in tourist
arrivals and spending do not necessarily translate into sustained economic benefits for local
communities, a phenomenon increasingly discussed in recent tourism studies. As noted by
Blake et al, (2008) and Vanhove, 2018), tourism growth can generate uneven economic
distribution, particularly when local linkages are weak. This discrepancy is particularly evident
in the performance of small and medium enterprises (SMEs), which play a critical role in the
tourism value chain (Rasoolimanesh et al., 2021; Scheyvens et al., 2018).

Tourism-based SMEs in the souvenir sector are highly vulnerable to seasonal fluctuations
and external shocks due to their heavy reliance on tourist demand (Organisation et al., 2021).
Consequently, as argued by Font et al,, (2017), sustainable tourism development must shift
from merely chasing aggregate growth figures toward strengthening demand stability and
local participation. Focusing on value retention at the destination level is key to ensuring the
survival of local businesses and fostering a more inclusive sectoral recovery (World Tourism
Organization., 2022). While periods of high tourist inflow may temporarily boost sales, these
gains are not always sustained over time, as emphasized in discussions on local economic
resilience. Consequently, short-term increases in tourism activity do not automatically
translate into stable income streams for small businesses (Rasoolimanesh et al.,, 2021).

One key limitation of traditional tourism performance frameworks is their limited focus
on consumer behavior (Prebensen et al., 2017; Sharma et al., 2020). Tourist spending reflects
cognitive and affective processes shaped by experiences Hosany et al, (2010), where
interactions with destinations influence perceptions and evaluations (Rather et al., 2019).
These perceptions form satisfaction, a dynamic construct influencing behavioral intentions
such as revisit and word-of-mouth (Haji et al., 2022; Rather, 2020). Satisfaction also mediates
experience quality and loyalty (Haji et al., 2022; Kim et al., 2018). Making it essential for
understanding long-term tourism demand (Prebensen et al., 2017; Sharma et al., 2020).

Within marketing literature, customer satisfaction is widely conceptualized as the result
of service and product quality as well as marketing performance (Ali et al., 2018; Chiu et al,,
2016). Satisfied customers tend to demonstrate loyalty, repeat purchases, and positive brand
attitudes (Han et al,, 2017; Rather et al., 2022). In tourism contexts, satisfaction is also closely
associated with destination image, revisit intention, and word-of-mouth communication
(Artal-Tur et al.,, 2019; Stylos et al., 2016). However, despite its importance, many empirical
studies still position satisfaction as an endpoint variable rather than as a dynamic mechanism
influencing broader economic outcomes (Rather et al., 2022; Tesalonika et al., 2026).

This study adopts a microfoundations perspective, which argues that macro-level
outcomes emerge from aggregated individual behaviors. In tourism-based SMEs, this implies
that regional economic performance is shaped not only by structural factors but also by
consumer responses (Felin et al., 2015; Kozlenkova et al,, 2014). Customer satisfaction can thus
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be viewed as a micro-level mechanism influencing demand patterns and market stability (Hult
et al, 2017). Building on this, behavioral capital reflects accumulated positive consumer
behaviors such as repeat purchase and advocacy that sustain long-term demand and act as an
intangible strategic asset (Hult et al.,, 2017; Kozlenkova et al,, 2014).

Malang records approximately 3.4 million tourist visits (2025) (figure 1)by TIMES
Indonesia., (2025), creating a strong market for souvenir-based SMEs. Souvenir consumption
especially food products such as tempe chips and apple-based snacks has become an integral
part of the tourism experience, positioning Malang as a shopping-based tourism hub (Sunaryo
et al, 2019). Tourism-based SMEs play a crucial economic role, contributing more than 60% of
local economic activity (Radar Malang., 2023), with around 7,920 SMEs operating in the city
(Universitas Muhammadiyah Malang., 2022). Within this ecosystem, customer satisfaction
functions as behavioral capital, driving repeat purchases and word-of-mouth, which sustain
demand for local products and strengthen regional economic circulation.

; KEY FACTS (MALANG)

TOURIST ARRIVALS ECONOMY DRIVEN BY SMEs

3.4m >60% 7,920

tourists (2025) economy driven SMEs (2022)
: by SMEs
.
Malang attracted 3.4 million SMEs contribute more than 60% Around 7,920 SMEs were
tourist visits in 2025 to Malang's local economy. recorded in Malang in 2022

(o/, These facts highlight the Strong role of SMES in Malang's tourism and economy,

creating a solid foundation foe sustanable regonal growth

Figure 1. Malang Tourism and SME Ecosystem

In this context, customer satisfaction becomes a critical determinant of how tourism
demand is transformed into sustainable economic outcomes. Souvenir products in Malang are
not merely transactional goods; they are experiential artifacts that reflect the identity of the
destination. When tourists are satisfied with their consumption experiences whether through
product quality, service interaction, or brand perception they are more likely to engage in
repeat purchases and recommend the products to other visitors. This behavior is particularly
relevant in Malang, where tourist mobility across destinations in the Malang Raya area (Malang
City, Batu, and Malang Regency) creates opportunities for repeated consumption and cross-
destination word-of-mouth diffusion. Furthermore, the evaluation of government-led SME
development programs often lacks a behavioral dimension. Programs such as digital marketing
training, service quality improvement initiatives, and promotional support are typically
assessed based on output indicators, such as the number of participants or the extent of
program implementation. While these metrics provide useful information about program
reach, they do not necessarily capture the effectiveness of such interventions in shaping
consumer behavior and market outcomes. As a result, there is a disconnect between policy
implementation and actual economic impact.

To address these gaps, this study proposes a behavioral-based evaluation framework for
tourism SME development programs. Specifically, it positions customer satisfaction as a form
of behavioral capital that serves as a bridge between policy interventions and economic
outcomes. By examining how marketing interventions influence customer satisfaction, and
how satisfaction in turn affects brand image, customer loyalty, and demand, the study provides
a more comprehensive understanding of program effectiveness.

By integrating a behavioral perspective into the evaluation of SME development
programs, this study also contributes to urban policy analysis by offering an alternative
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framework for assessing program effectiveness beyond conventional output indicators. This
approach is particularly relevant for city governments aiming to strengthen tourism-based
economic resilience through SME empowerment.

2. Methods

This study employs a time-lagged sequential explanatory mixed-method design to evaluate
the effectiveness of tourism SME development interventions across two phases (figure 2)

Figure 1. Research Framework: Two-Phase Evaluation of Government Interventions
on Tourisen SME Customers
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Figure 2. Time-Lagged Two-Phase Model for Evaluating Government Interventions in
Tourism-Based SMEs

Phase 1 (T1) is conducted after Government Intervention A, which focuses on promotion
and service quality improvement programs implemented through SME development
initiatives. This phase examines the effects of promotion (X1) and service quality (X2) on
customer satisfaction (mediator) and subsequently on customer loyalty (Y), capturing early
behavioral responses.

Phase 2 (T2) is conducted after a temporal interval following Government Intervention B,
which emphasizes digital marketing adoption and market strengthening. This phase builds on
Phase 1 outcomes by testing digital marketing (X1) and service quality (X2) on customer
satisfaction (mediator) and brand image (Y). Customer satisfaction is treated as a carry-over
construct, representing accumulated consumer experience across phases.

This design is particularly relevant in the context of evaluating city-level development
programs, as it allows the study to capture not only immediate behavioral responses but also
the sustainability of policy impacts over time, which is critical for urban economic planning.

Data were collected from 700 customers across 10 tourism-based SMEs in the souvenir
sector (e.g., local food products such as chips and bakery souvenirs) under the Rumah BUMN
Malang City development program. A purposive sampling approach was applied, targeting
customers who had direct consumption experience with the SME products. Data were collected
using structured questionnaires measured on a Likert scale (1-5). The same or comparable
respondent groups were observed across both phases to capture temporal variation in
consumer behavior. The selected SMEs represent a segment of the urban tourism economy,
allowing the findings to reflect broader behavioral patterns within the city-level economic
ecosystem.

Data analysis was conducted using Partial Least Squares Structural Equation Modeling
(PLS-SEM), including measurement model evaluation (validity and reliability), structural
model testing, and mediation analysis. A complementary qualitative phase using open-ended
responses was employed to explain how customer satisfaction translates into loyalty, brand
perception, word-of-mouth, and demand formation within the local tourism economy. Within

84



this framework, customer satisfaction is positioned as behavioral capital, linking policy
interventions with evolving consumer behavior across phases.

. Results and Discussion

The results of Phase 1 demonstrate that promotion and service quality, as part of
Intervention A, generate strong initial behavioral responses among customers of tourism-
based SMEs. Descriptive analysis shows that all variables are perceived at a high level, with
promotion (Mean = 4.07) and service quality (Mean = 4.02) reflecting positive evaluations of
marketing and service interventions. Customer satisfaction records a higher mean score (4.17),
indicating that customers experience a high level of fulfillment, while customer loyalty also
shows a strong level (Mean = 4.01), suggesting the presence of repeat purchase intention and
recommendation behavior.

At the indicator level, customer engagement (4.17) emerges as the strongest dimension
within promotion, while assurance (4.32) dominates service quality, indicating that trust and
perceived reliability are key drivers of satisfaction. Notably, word-of-mouth behavior (4.35)
records the highest score across all indicators, suggesting that satisfied customers actively
recommend the product, signaling the early formation of behavioral capital.

Table 1. Descriptive Statistics

Variable Mea Category
n
Promotion 4.07  High
Service Quality 4.02  High

Customer Satisfaction 4.17  High

Customer Loyalty 4.01 High

The measurement model evaluation confirms that all constructs meet the required
criteria for validity and reliability. All outer loadings exceed 0.70, indicating strong indicator
reliability. The Average Variance Extracted (AVE) values range from 0.740 to 0.879, exceeding
the minimum threshold of 0.50, thereby confirming convergent validity. Composite reliability
values range from 0.917 to 0.941, while Cronbach’s alpha coefficients exceed 0.90 for all
constructs, indicating high internal consistency.

Table 2. Measurement Model Evaluation

Construct AVE Composite Reliability Cronbach’s Alpha
Promotion 0.782 0.917 0.904
Service Quality 0.740 0.931 0.921
Customer Satisfaction 0.879 0.941 0.930
Customer Loyalty 0.795 0.928 0914

The structural model results indicate strong explanatory power. Promotion and service
quality explain 71.5% of the variance in customer satisfaction (R* = 0.715), while promotion,
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R* = 0.706). The
model also demonstrates strong predictive relevance with a Q* value of 0.755, indicating a high
level of goodness of fit.

The measurement model is further illustrated in Figure 3, showing the relationship
between latent constructs and their indicators along with outer loadings.

85



Promosi

Customer Satisf;
0657

000K
0.000
< 000
) 000

24 oo
% aitas Pelayanan
N

Figure 3. Outer Model

Figure 3. presents the outer model, confirming that all indicators load significantly on
their respective constructs with strong loading values, indicating high indicator reliability. The
absence of weak loadings suggests that no indicators need to be removed from the model.
Furthermore, all indicators are statistically significant (p < 0.05), reinforcing their contribution
to construct measurement. These findings are consistent with the AVE and composite
reliability values reported in Table 2, confirming that the model satisfies convergent validity
and internal consistency requirements. Therefore, the measurement model is considered
robust and suitable for structural model evaluation.

Table 3. Structural Model Results

Path B T-statistics p- Result
value
Promotion — Loyalty 0.546 2.523 0.012 Supported
Promotion — Customer Satisfaction -0.015 2.118 0.006 Supported
Service Quality — Loyalty -0.100 2.390 0.007 Supported
Service Quality — Customer Satisfaction 0.858 7.073 0.000 Supported
Customer Satisfaction — Loyalty 0.459 2.798 0.005 Supported
Promotion — Customer Satisfaction — Loyalty -0.007 2.110 0.012 Supported

Service Quality — Customer Satisfaction — Loyalty 0.398 2.747

0.006

Supported

The structural model results indicate that promotion and service quality play significant

roles in shaping early-stage customer behavioral responses. Promotion has a significant
positive effect on customer loyalty (8 = 0.546, p < 0.05), suggesting that promotional activities
directly influence customers’ willingness to repurchase and recommend the product.

Service quality also shows a significant effect on customer loyalty (8 = -0.100, p < 0.05).
Although the direction indicates a weaker and more complex relationship, this finding suggests
that service quality alone does not directly translate into loyalty without further customer
evaluation processes.
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Furthermore, service quality demonstrates a strong and highly significant effect on
customer satisfaction (8 = 0.858, p < 0.001), indicating that improvements in service delivery
substantially enhance customer evaluations. Customer satisfaction, in turn, has a significant
positive effect on customer loyalty (§ = 0.459, p < 0.05), confirming that satisfied customers
are more likely to exhibit repeat purchase behavior and recommendation tendencies.

These results confirm that, in Phase 1, customer satisfaction functions as a direct
behavioral response variable rather than a tested mediating construct. The relationships
observed indicate that both promotion and service quality contribute to shaping satisfaction
and loyalty, but the mediating mechanism is not formally examined in this phase.

The findings of phase 1 indicate that Intervention A successfully generates strong early
behavioral responses, particularly through high levels of customer satisfaction and loyalty. The
dominance of word-of-mouth behavior suggests that customers actively participate in informal
promotion, reinforcing the role of satisfaction as a behavioral mechanism. In this phase,
customer satisfaction can be interpreted as the initial formation of behavioral capital, reflecting
accumulated positive experiences that influence repeat purchase tendencies and
recommendation behavior. This behavioral capital serves as the foundation for extended
market outcomes, which are further examined in Phase 2.

The results of Phase 2 reflect the effectiveness of Intervention B, which emphasizes digital
marketing and market strengthening in shaping customer satisfaction and brand image.
Descriptive analysis indicates that all variables are perceived at a high level, confirming
positive consumer responses following the second intervention stage. Digital marketing
records a mean value of 3.92, service quality 3.94, customer satisfaction 3.81, and brand image
3.89, indicating that customers perceive both marketing and service improvements as effective
in strengthening brand perception.

At the indicator level, digital marketing is strongest in informativeness (4.03) and
interactivity (4.00), suggesting that customers value clear and responsive communication.
Service quality is dominated by assurance (4.06), reinforcing the importance of trust in shaping
customer evaluations. Meanwhile, brand image is strongest in reputation (3.96), indicating
that positive customer experiences translate into favorable brand perceptions.

The structural relationships among variables are illustrated in Figure 4, highlighting the
path coefficients and significance levels.
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Figure 4. Inner Model

Figure X illustrates the inner model, confirming that the model has strong predictive
capability, as reflected by R* values of 0.715 (customer satisfaction) and 0.706 (customer
loyalty). Promotion significantly influences customer loyalty (B = 0.546), while its effect on
customer satisfaction is minimal (§ = -0.015). In contrast, service quality shows a substantial
impact on customer satisfaction ( = 0.858), but a weak direct effect on loyalty ( = -0.100).
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Customer satisfaction significantly affects customer loyalty (8 = 0.459), supporting its role as
a key mediating construct. These findings indicate that customer loyalty is primarily driven by
satisfaction, particularly as a result of service quality, highlighting the importance of
experiential factors in shaping consumer behavior.

Table 4. Phase 2 Descriptive Statistics

Variable Mea Category
n
Digital Marketing 392  High
Service Quality 394 High

Customer Satisfaction 3.81  High

Brand Image 3.89  High

The measurement model confirms strong validity and reliability across all constructs.
Outer loadings range from 0.822 to 0.920, exceeding the threshold of 0.70, indicating strong
indicator reliability. Average Variance Extracted (AVE) values range from 0.733 to 0.783,
confirming convergent validity. Composite reliability values exceed 0.90, and Cronbach’s alpha
values are above 0.85, indicating high internal consistency.

Table 5. Measurement Model Evaluation (Phase 2)

Construct AVE Composite Reliability Cronbach’s Alpha
Digital Marketing 0.748 0.922 0.887
Service Quality 0.733 0.932 0.908
Customer Satisfaction 0.779 0.913 0.858
Brand Image 0.783 0.915 0.861

The structural model demonstrates very strong explanatory power. The R? value for
customer satisfaction is 0.839, indicating that digital marketing and service quality explain
83.9% of satisfaction. Meanwhile, brand image records an R? of 0.877, showing that digital
marketing, service quality, and satisfaction jointly explain 87.7% of brand perception. These
values indicate a highly predictive model. The predictive relevance is also very high, with a Q?
value of 0.980, confirming excellent model fit and strong predictive capability.

Table 6. Structural Model Results (Phase 2)

Relationship Coefficient () p- Result
value
Digital Marketing — Brand Image 0.263 0.009 Supported
Service Quality — Brand Image 0.397 0.001 Supported
Customer Satisfaction — Brand Image 0.311 0.013 Supported
Digital Marketing — Customer Satisfaction 0.432 0.000 Supported
Service Quality — Customer Satisfaction 0.509 0.000 Supported
Digital Marketing — Satisfaction — Brand Image 0.159 0.027 Supported
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Service Quality — Satisfaction — Brand Image 0.135 0.043 Supported

The results confirm that both digital marketing and service quality significantly influence
customer satisfaction and brand image, both directly and indirectly. Customer satisfaction
plays a partial mediating role, strengthening the effect of marketing variables on brand
perception. Importantly, the stronger coefficients of service quality — satisfaction (0.509) and
satisfaction — brand image (0.311) indicate that customer evaluation mechanisms are central
in shaping brand outcomes. This suggests that digital marketing alone is not sufficient; its
effectiveness depends on how it enhances customer satisfaction.

The findings of Phase 2 indicate that Intervention B successfully strengthens brand-level
outcomes, particularly through the role of customer satisfaction as a mediating mechanism.
Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 shows that
satisfaction evolves into a mechanism that shapes brand perception and market positioning.

From a broader perspective, these results confirm that customer satisfaction functions as
a behavioral mechanism that accumulates across phases, linking initial behavioral responses
(loyalty formation) with extended market outcomes (brand image strengthening). This
reinforces its role as a foundation for sustainable demand, which is further interpreted in the
discussion section as behavioral capital.

Discussion

The findings of this study provide strong evidence that customer satisfaction plays a
central role in linking marketing interventions with evolving consumer behavior and broader
market outcomes in tourism-based SMEs. Across the two phases, the results demonstrate a
clear behavioral progression, where marketing efforts initially shape customer responses and
subsequently influence higher-order outcomes such as brand perception and market
sustainability.

In Phase 1, the results indicate that promotion and service quality significantly influence
customer satisfaction and customer loyalty. The strong effect of service quality on customer
satisfaction (3 = 0.858) suggests that the consumption experience is a critical determinant of
how customers evaluate SME products. Meanwhile, the significant relationship between
customer satisfaction and loyalty confirms that satisfied customers are more likely to engage
in repeat purchase behavior and recommendation. Importantly, the high level of word-of-
mouth behavior observed in this phase indicates that customers actively participate in
informal promotion, extending the impact of marketing beyond firm-controlled channels
(Rather et al., 2022).

These findings align with established marketing literature, which emphasizes that
customer satisfaction serves as a key predictor of loyalty and behavioral intention. However,
this study extends the discussion by demonstrating that satisfaction does not merely function
as an outcome variable, but as an active behavioral mechanism that mediates the
transformation of marketing inputs into observable consumer behavior. In this sense, Phase 1
captures the initial formation of behavioral capital, reflected in repeated consumption
tendencies, recommendation behavior, and emotional attachment to the product.

Phase 2 further strengthens this argument by showing that customer satisfaction
continues to play a significant role in shaping brand image. The results reveal that both digital
marketing and service quality significantly influence customer satisfaction, which in turn
significantly affects brand image (Stylos et al., 2016). In addition, the presence of significant
indirect effects confirms that customer satisfaction functions as a mediating mechanism in
transforming marketing efforts into brand perception.

Compared to Phase 1, where satisfaction primarily drives loyalty, Phase 2 demonstrates a
shift in the role of satisfaction toward perception consolidation, where accumulated customer
experiences influence how consumers evaluate and perceive the brand. This indicates that
customer satisfaction evolves over time, moving from an immediate behavioral response to a
more stable and cumulative construct that shapes brand identity and positioning (Prebensen
etal, 2017).

From a microfoundations perspective, these findings suggest that macro-level outcomes
such as market sustainability and regional economic development are rooted in the
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aggregation of individual consumer behaviors. Customer satisfaction, as observed in this study,
represents a micro-level behavioral mechanism that drives repeated consumption,
recommendation, and brand reinforcement. When these behaviors accumulate across a large
number of consumers, they generate sustained demand for local products, thereby
strengthening the economic position of SMEs within the tourism ecosystem.

When aggregated across alarge number of consumers, these behavioral patterns generate
a multiplier effect within the urban economy, where repeated consumption and word-of-
mouth promotion contribute to sustained demand for local products, ultimately strengthening
the economic structure of the city (Scheyvens et al.,, 2018).

This mechanism becomes particularly relevant in the context of tourism-based SMEs,
where products such as local souvenirs are closely tied to travel experiences. The findings
indicate that satisfied customers are more likely to repurchase products during future visits
and recommend them to other tourists (Rasoolimanesh et al,, 2021). This creates a self-
reinforcing demand cycle, where customer satisfaction drives both direct consumption and
indirect market expansion through social influence mechanisms.

Based on this perspective, customer satisfaction can be conceptualized as behavioral
capital, which represents the accumulation of positive consumer experiences that translate
into sustained market demand. Unlike financial capital, which is tangible and directly
measurable, behavioral capital is embedded in consumer perceptions and actions, yet it plays
a crucial role in determining the long-term sustainability of SMEs. The results of this study
provide empirical support for this concept by showing that satisfaction consistently influences
both loyalty (Phase 1) and brand image (Phase 2), thereby bridging short-term behavioral
outcomes and long-term market positioning.

The implications of these findings extend beyond the firm level and contribute to the
understanding of regional economic development. In many tourism studies, the success of a
destination is often measured through quantitative indicators such as tourist arrivals and
tourist spending (Surgawati et al., 2025). While these indicators capture short-term economic
contributions, they do not fully explain the behavioral mechanisms that sustain economic
activity over time. This study demonstrates that customer satisfaction plays a critical role in
generating sustained demand for local products, which in turn supports SME income and local
economic circulation.

In the context of Malang City, where tourism and SMEs are closely interconnected, this
mechanism is particularly important. The results suggest that improving customer satisfaction
through marketing and service interventions can strengthen demand for local souvenir
products, thereby contributing to the sustainability of the local economy. This indicates that
regional development strategies should not only focus on increasing tourist spending, but also
on enhancing customer experience and satisfaction as key drivers of long-term economic
impact. This mechanism is particularly significant in urban contexts such as Malang City, where
tourism and SMEs are deeply interconnected within the local economic system. The
accumulation of customer-driven demand not only benefits individual firms but also enhances
the overall economic resilience of the city (Font et al.,, 2017).

From a policy perspective, the two-phase design of this study provides practical insights
into the effectiveness of SME development programs. Intervention A, which focuses on
promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Meanwhile, Intervention B, which emphasizes digital marketing,
strengthens brand perception and market positioning. The integration of these interventions
suggests that a sequential approach to SME development starting from behavioral response
formation and followed by market consolidation can produce more sustainable outcomes.

This study proposes the Tourism-Based SME Marketing Sustainability Model (figure 3),
which explains how marketing strategies, customer satisfaction, and consumer behavior
interact to generate sustained demand and support regional economic development. The
model conceptualizes sustainability as a multi-stage process that unfolds across three
interconnected layers. At the first layer, policy-driven marketing interventions namely
promotion and service quality enhancement (Intervention A), followed by digital marketing
and market strengthening (Intervention B) serve as primary inputs that shape consumer
experience. The empirical results confirm that these interventions significantly influence
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customer satisfaction in both phases, although their relative strength varies depending on the
nature of the intervention.
TOURISM-BASED SME MARKETING SUSTAINABILITY MODEL (TSMSM)

A TweFPrase Bebosianal Mechonam Per spechive
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Figure 5. Tourism-Based Marketing Sustainability Model (TSMSM)

At the second layer, the study identifies customer satisfaction as behavioral capital, which
acts as a central mechanism linking marketing efforts with evolving consumer behavior. In
Phase 1, customer satisfaction primarily drives customer loyalty, reflected in repeat purchase
intention and word-of-mouth behavior. These findings indicate that satisfaction functions as
an immediate behavioral response, transforming service and promotional inputs into
observable consumer actions. In Phase 2, however, customer satisfaction evolves into a more
accumulated and stabilizing construct, significantly influencing brand image formation both
directly and indirectly. This shift demonstrates that customer satisfaction is not static but
dynamic, transitioning from short-term behavioral activation to long-term perceptual
consolidation (Prebensen et al., 2017).

At the third layer, the accumulation of loyalty and brand image strengthens market
sustainability, particularly through repeated consumption and social diffusion mechanisms. As
customers engage in repeat purchases and actively recommend products to others, demand
for local souvenir products becomes more stable and self-reinforcing. This process ultimately
contributes to local SME income growth and economic circulation, thereby supporting regional
economic development in tourism-based cities (World Tourism Organization., 2022).

The TSMSM thus provides a novel explanation of how micro-level behavioral processes
scale into macro-level economic outcomes. Rather than viewing marketing performance as an
isolated firm-level phenomenon, the model demonstrates that sustained economic impact
emerges from the aggregation of individual consumer experiences and behaviors over time. In
this sense, customer satisfaction operates as an intangible yet strategic asset, embedding itself
within the consumption ecosystem and shaping long-term market dynamics.

From a theoretical perspective, this study contributes to the literature by
reconceptualizing customer satisfaction as behavioral capital, extending its role beyond a
conventional outcome variable. The results demonstrate that satisfaction functions as a
behavioral transmission mechanism, linking marketing inputs with both immediate behavioral
outcomes (loyalty) and longer-term perceptual outcomes (brand image). By integrating a time-
lagged perspective, the study also highlights the temporal dimension of marketing
effectiveness, showing that consumer responses evolve across stages rather than occurring
instantaneously. Furthermore, the findings support the microfoundations perspective,
suggesting that regional economic outcomes are rooted in the aggregation of individual-level
consumer behaviors.

From a managerial standpoint, the results emphasize the critical importance of service
quality as a primary driver of customer satisfaction, particularly in the context of tourism-
based SMEs. The strong effect of service quality on satisfaction indicates that improving
customer experience through reliability, responsiveness, and assurancenshould be prioritized
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over purely promotional efforts (Han et al,, 2017). While promotion and digital marketing
remain important, their effectiveness is contingent upon their ability to enhance or reflect
actual customer experience. Moreover, the strong presence of word-of-mouth behavior
suggests that SMEs should actively manage customer-generated content and informal
promotion channels, as these represent cost-efficient mechanisms for expanding market reach.

The findings also suggest that digital marketing should be strategically positioned as a
reinforcing tool rather than a standalone solution. In Phase 2, digital marketing significantly
contributes to brand image formation, particularly when supported by positive customer
experiences. This indicates that digitalization efforts should be integrated with service quality
improvements to ensure consistency between online representation and offline experience.

From a policy perspective, the study highlights the importance of adopting a sequential
and behavior-oriented approach to SME development programs. Intervention A, which focuses
on promotion and service quality, is effective in generating early behavioral responses such as
satisfaction and loyalty. Intervention B, which emphasizes digital marketing, plays a crucial
role in consolidating brand perception and strengthening market positioning. This suggests
that policy interventions should be designed as progressive stages, rather than isolated
programs, to ensure continuity and cumulative impact.

Importantly, the study challenges the conventional reliance on tourist spending as the
primary indicator of tourism success (Bhatt et al.,, 2024). While tourist spending captures
short-term economic contribution, it does not fully explain the mechanisms that sustain
demand over time. The findings demonstrate that customer satisfaction-driven behaviors such
as repeat purchase and word-of-mouth are critical drivers of sustained demand for local
products. Therefore, regional development strategies should incorporate behavioral
indicators, such as satisfaction, loyalty, and customer advocacy, as complementary measures
of program effectiveness.

In the context of Malang City, where tourism and SMEs are closely interconnected, these
findings suggest that strengthening customer experience within the local souvenir sector can
generate broader economic benefits. By enhancing the capacity of SMEs in service quality,
digital marketing, and customer experience management, local governments can foster a more
resilient and sustainable tourism economy.The study provides a practical roadmap for aligning
marketing strategies, consumer behavior, and regional development objectives. By positioning
customer satisfaction as behavioral capital, it offers a more comprehensive framework for
understanding how tourism-based SMEs can contribute not only to firm-level performance but
also to long-term regional economic sustainability.

From an urban development perspective, the findings of this study suggest that behavioral
capital plays a crucial role in strengthening local economic sustainability. Unlike traditional
economic indicators, behavioral capital captures the continuity of demand, which is essential
for maintaining stable income flows within the city. This highlights the importance of
integrating behavioral indicators into urban economic planning, particularly in tourism-based
cities.

Urban Policy Implications

The findings of this study provide important implications for city-level policymakers,
particularly in the design and evaluation of tourism and SME development programs. Local
governments, such as the Malang City administration, should incorporate behavioral indicators
such as customer satisfaction, loyalty, and word-of-mouth into their policy evaluation
frameworks. These indicators offer a more comprehensive understanding of program
effectiveness by capturing the sustainability of demand rather than merely short-term outputs.
Furthermore, integrating behavioral capital into urban development strategies can support the
creation of a more resilient local economy, where SMEs are able to sustain income through
stable and recurring demand. This approach aligns with the need for adaptive and inclusive
urban economic policies in tourism-based cities.

. Conclusion
This study demonstrates that customer satisfaction plays a critical role in connecting
marketing interventions with behavioral and market outcomes in tourism-based SMEs.
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Through a two-phase, time-lagged approach, the findings reveal that marketing interventions
do not produce immediate and isolated effects, but rather generate progressive behavioral
transformations.

In Phase 1, promotion and service quality significantly shape customer satisfaction and
customer loyalty, reflecting early behavioral responses following initial interventions. In Phase
2, customer satisfaction continues to influence brand image, indicating that accumulated
customer experience contributes to stronger and more stable market perceptions. These
results confirm that customer satisfaction is not merely an outcome variable, but a dynamic
and evolving construct that bridges short-term behavioral responses and long-term market
outcomes.

By integrating findings across both phases, this study conceptualizes customer
satisfaction as behavioral capital, which accumulates through repeated positive experiences
and translates into sustained demand for local products. This mechanism highlights how
individual-level consumer behavior can scale into broader economic effects, supporting SME
performance and local economic circulation.

The proposed Tourism-Based SME Marketing Sustainability Model (TSMSM) provides a
comprehensive framework that links marketing strategies, customer behavior, and regional
economic development. The model emphasizes that sustainable tourism economies are not
only driven by increasing tourist spending, but also by strengthening customer satisfaction and
experience as key drivers of repeat consumption and word-of-mouth.

From a practical perspective, the findings suggest that SME development programs should
adopt a sequential and integrated approach, combining promotion, service quality
enhancement, and digital marketing to ensure both behavioral formation and market
consolidation. For policymakers, this study highlights the importance of incorporating
behavioral indicators, such as customer satisfaction and loyalty, as complementary measures
of program effectiveness in tourism-based economic developme.

At the city level, these findings emphasize that sustainable tourism development requires
more than increasing visitor numbers or spending. Instead, it depends on the ability of local
economic systems to convert tourist experiences into sustained demand for local products. By
positioning customer satisfaction as behavioral capital, this study offers a strategic framework
for strengthening urban economic resilience through SME-driven tourism development.
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