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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 (Alcalá-Ordóñez 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). 

mailto:wahjuwulandari@widyagama.ac.id
mailto:wahjuwulandari@widyagama.ac.id
mailto:wahjuwulandari@widyagama.ac.id


 

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. 

 

Figure 1. Malang Tourism and SME Ecosystem 



 

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) 

 

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. 

 

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 

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 (R² = 0.715), while promotion, 
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The 
model also demonstrates strong predictive relevance with a Q² value of 0.755, indicating a 
high level of goodness of fit. 

Table 3. Structural Model Results 

 

Path β 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 (β = 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 (β = -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 (β = 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 (β = 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 R² value for customer 
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of 
satisfaction. Meanwhile, brand image records an R² 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 Q² value 
of 0.980, confirming excellent model fit and strong predictive capability. 

Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 

 
 

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 
Keywords: 
Customer Satisfaction;  
Behavioral Capital;  
Tourism SMEs;  
Marketing Sustainability; Regional 
Economic Development;  
Time-Lagged Study;  
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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 (Alcalá-Ordóñez 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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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) 

 

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. 

 

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 

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 
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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 (R² = 0.715), while promotion, 
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The 
model also demonstrates strong predictive relevance with a Q² value of 0.755, indicating a 

high level of goodness of fit. 

Table 3. Structural Model Results 

 

Path β 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 (β = 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 (β = -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 (β = 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 (β = 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 
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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 R² value for customer 
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of 
satisfaction. Meanwhile, brand image records an R² 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 Q² value 
of 0.980, confirming excellent model fit and strong predictive capability. 

Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 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 (Alcalá-Ordóñez 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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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) 

 

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. 

 

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 

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 
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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 (R² = 0.715), while promotion, 
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The 
model also demonstrates strong predictive relevance with a Q² value of 0.755, indicating a 

high level of goodness of fit. 

Table 3. Structural Model Results 

 

Path β 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 (β = 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 (β = -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 (β = 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 (β = 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 
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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 R² value for customer 
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of 
satisfaction. Meanwhile, brand image records an R² 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 Q² value 
of 0.980, confirming excellent model fit and strong predictive capability. 

Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 
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 
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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 et al., 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 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. 

 

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) 

 

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 (R² = 0.715), while promotion, service 
quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The model also 
demonstrates strong predictive relevance with a Q² value of 0.755, indicating a high level of 
goodness of fit. 

Table 3. Structural Model Results 

 

Path β 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 (β = 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 (β = -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 (β = 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 (β = 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 R² value for customer 
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of 
satisfaction. Meanwhile, brand image records an R² 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 Q² value 
of 0.980, confirming excellent model fit and strong predictive capability. 

Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 (β = 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. 

 



 

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. 

 

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 



 

 

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 
 

Alcalá-Ordoñez, A., Brida, J. G., Cárdenas-García, 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 

https://doi.org/10.54055/ejtr.v36i.3308
https://doi.org/10.1108/IJCHM-10-2020-1180
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


 

Gijsbers, I., & 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 
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, I., 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 

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
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


 

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_B
elanja_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. 
e-unwto.org 

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

 
 

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


 

5. 2026-01-12 Review from 

reviewer and 

Comment Reviewer 

Round 2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 



 

Review Comments 1 Stage Round 2 

 
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 et al., 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 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. 

 

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. 
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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 0.914 

The structural model results indicate strong explanatory power. Promotion and service quality 
explain 71.5% of the variance in customer satisfaction (R² = 0.715), while promotion, service 
quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The model also 
demonstrates strong predictive relevance with a Q² value of 0.755, indicating a high level of 



 

goodness of fit. 

Table 3. Structural Model Results 

 

Path β 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 (β = 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 (β = -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 (β = 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 (β = 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 R² value for customer 
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of 
satisfaction. Meanwhile, brand image records an R² 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 Q² value 
of 0.980, confirming excellent model fit and strong predictive capability. 

Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 (β = 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. 

 

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. 

 

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 
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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 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 et al., 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 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. 

 

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. 
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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 0.914 

The structural model results indicate strong explanatory power. Promotion and service quality 
explain 71.5% of the variance in customer satisfaction (R² = 0.715), while promotion, service 
quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The model also 
demonstrates strong predictive relevance with a Q² value of 0.755, indicating a high level of 



 

goodness of fit. 

Table 3. Structural Model Results 

 

Path β 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 (β = 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 (β = -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 (β = 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 (β = 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 R² value for customer 
satisfaction is 0.839, indicating that digital marketing and service quality explain 83.9% of 
satisfaction. Meanwhile, brand image records an R² 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 Q² value 
of 0.980, confirming excellent model fit and strong predictive capability. 

Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 (β = 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. 

 

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. 

 

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 
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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 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. 
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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 (Alcalá-Ordóñez 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 
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 
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. 

 
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) 

 
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. 

 

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 Mea

n 
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 (R² = 0.715), while promotion, 
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The 
model also demonstrates strong predictive relevance with a Q² 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. 

 
 
 



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
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 β 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 (β = 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 (β = -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 (β = 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 (β = 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. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 4. Inner Model 

 
Figure X illustrates the inner model, confirming that the model has strong predictive 

capability, as reflected by R² values of 0.715 (customer satisfaction) and 0.706 (customer loyalty). Promotion significantly influences customer loyalty (β = 0.546), while its effect on customer satisfaction is minimal (β = -0.015). In contrast, service quality shows a substantial impact on customer satisfaction (β = 0.858), but a weak direct effect on loyalty (β = -0.100). 



  

Customer satisfaction significantly affects customer loyalty (β = 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

n 
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 R² value for 
customer satisfaction is 0.839, indicating that digital marketing and service quality explain 
83.9% of satisfaction. Meanwhile, brand image records an R² 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 Q² 
value of 0.980, confirming excellent model fit and strong predictive capability. 

 
Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 (β = 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 
et al., 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 a large 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. 

 
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 
Alcalá-Ordóñez, A., Brida, J. G., Cárdenas-García, P. J., & 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., & Sánchez-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, J. 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. J., & 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, J. (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 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. 
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, I., 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 I.pdf 
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 
 

 



 

7. 2026-02-16 Invoice and Payment 

Notification by 

Author 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 



 

 

 



PANGRIPTA 
JURNAl ILMIAH KAJIAN PERENCANAAN PEMBANGUNAN 

Publication Support Team 

Email : pangriptakotamalang@gmail.com   

No WhatsApp : 0813-5792-679 

___________________________________________________________________________________________________________________ 

 

Number :180 

Attachment :- 

Subject  :Information Regarding Optional Editorial Technical Assistance Fee 

To: 

Author 

Present 

Dear Author, 

Wahju Wulandari, Muhammad Ilman Nur Sasongko, Adelia Kurniawati Ari Gunawan 

article entitled: “Evaluating Tourism SME Development Programs Through Customer 

Satisfaction as Behavioral Capital: A Time-Lagged Study in Malang City“ 

We would like to clarify that Pangripta Journal does not impose any submission fee for 

manuscript submission, peer-review evaluation, or editorial decision-making processes. 

Please also be informed that Pangripta Journal provides optional editorial technical assistance 

services for authors who may require additional support prior to publication. These services are 

entirely voluntary and are intended to assist authors in improving the technical presentation and 

administrative completeness of their manuscripts. 

In this particular case, the amount referred to is IDR 4,000,000, which covers the following 

technical assistance services: 

1. Comprehensive English language proofreading and grammatical editing of the 

manuscript; 

2. Academic formatting adjustment in accordance with the Pangripta Journal template and 

publication standards; 

3. Reference and citation formatting assistance, including consistency checking based on the 

required citation style; 

4. Similarity and plagiarism screening assistance with technical revision recommendations; 

5. Figure, table, and layout adjustment to meet publication quality requirements; 

6. Metadata preparation and manuscript submission technical support within the journal 

system; 

7. Administrative assistance related to publication documents, including author 

declarations, copyright forms, and publication correspondence; 

8. Final technical checking and coordination support during the pre-publication process. 

The fee for these optional technical assistance services is therefore categorized as professional 

editorial support and not as a submission fee or Article Processing Charge (APC). 

The payment may be transferred to: 

Payment Information, 

mailto:pangriptakotamalang@gmail.com


 

Account Number 1430035563822 (BANK MANDIRI) 

A.n Nur Vita Khoiliya 

No WhatsApp : 0813-5792-679 

Furthermore, please be assured that the provision of optional editorial technical assistance 

services does not influence the editorial evaluation and decision-making process, nor does it 

provide any preferential treatment or special publication pathway for the manuscript. 

Thank you for your attention and cooperation. 

Best regards, 

Publication Support Team 

Pangripta Journal 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Fee Asistensi Wulan 

 

 



 

 



 

8. 2026-02-23 Info Editorial Process 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

Link Turnitin: 

https://drive.google.com/file/d/1u9iJqHpsMVUcVhpopX1RLbBtfTeXnziU/view?usp=dr

ive_link  

https://drive.google.com/file/d/1u9iJqHpsMVUcVhpopX1RLbBtfTeXnziU/view?usp=drive_link
https://drive.google.com/file/d/1u9iJqHpsMVUcVhpopX1RLbBtfTeXnziU/view?usp=drive_link


fd25058400e2834d_Turnitin
By By Turnitin

WORD COUNT 5940 TIME SUBMITTED 23-FEB-2026 12:40PM

PAPER ID 121476346



14



1 13

26

35



31



6

10



2
17

18



2

2

25



4
4

4

6

6

22

28



1

3

4

8



30

32

34



1

1

1

10

11

33



7

29

36

38



11



3

7

13

21

24



1

3

7

12



3

5

19

23



11%
SIMILARITY INDEX

1

2

3

4

5

6

7

fd25058400e2834d_Turnitin
ORIGINALITY REPORT

PRIMARY SOURCES

Hurriyati Ratih, Tjahjono Benny, GafarAbdullah Ade,
Sulastri, Lisnawati. "Advances in Business,
Management and Entrepreneurship", CRC Press, 2020
Publications

Mostafa Aboulnour Salem, Zeyad Aly Khalil.
"Unlocking GAI in Universities: Leadership-Driven
Corporate Social Responsibility for Digital Sustainability",
Administrative Sciences, 2026
Crossref

www.mdpi.com
Internet

Ton Duc Thang University
Publications

Junci Tang, Yihang Ou Yang, Shun Yuan, Zhiyuan Cai,
Yuxin Jiang, Qun Yang, Yufeng Guo. "Day‐Ahead PV
Power Prediction Intervals Based on Physical Sensitivity
Analysis and Robust Error Decomposition", IET Renewable
Power Generation, 2026
Crossref

lela.stiemj.ac.id
Internet

jurnal.ugj.ac.id
Internet

59 words — 1%

57 words — 1%

48 words — 1%

43 words — 1%

38 words — 1%

31 words — 1%

24 words — < 1%



8

9

10

11

12

13

14

15

16

lgdpublishing.org
Internet

scholarworks.uark.edu
Internet

serialsjournals.com
Internet

Sholikah Sholikah, Fathul Amin, Muhammad Aziz.
"Negotiating between Integrative Pesantren
Models and Entrepreneurial Approaches in the Transformation
of Islamic Higher Education Institutions", Scaffolding: Jurnal
Pendidikan Islam dan Multikulturalisme, 2025
Crossref

Maratbek Suleimenov, Rabiga Uakhit, Omarkhan
Berkinbay, Bayhzan Omarov et al.
"Epizootological Survey and Identification of Helminth Fauna in
Golden Jackals (Canis aureus) from Southern Kazakhstan",
Biology, 2026
Crossref

ojs.uajy.ac.id
Internet

Amelda Pramezwary, Juliana Juliana, Nonot
Yuliantoro, Meitolo Hulu, Fransiskus Xaverius
Teguh. "Sacred Service, Cultural Transformation, and
Sustainable Religious Tourism in Labuan Bajo", Societies, 2026
Crossref

ir.uitm.edu.my
Internet

www.perinataljournal.com
Internet

22 words — < 1%

20 words — < 1%

20 words — < 1%

19 words — < 1%

18 words — < 1%

18 words — < 1%

17 words — < 1%

17 words — < 1%

15 words — < 1%



17

18

19

20

21

22

23

24

25

firstcierapublisher.com
Internet

www.jmir.org
Internet

www.ssbfnet.com
Internet

www.journals.aserspublishing.eu
Internet

www.ncbi.nlm.nih.gov
Internet

Ana María Barrera-Martínez, Agustín Santana-
Talavera. "Urban Competitive Vulnerability in
Tourist Cities: An Integrated Framework and Empirical Evidence
from Spain", Urban Science, 2026
Crossref

Olivia Provencal Levesque, Amanda Vandyk,
Brandi Vanderspank‐Wright, Mark Kaluzienski,
Jean Daniel Jacob. "Engaging in Resuscitation Status
Conversations in Psychiatry: A Qualitative Study of Nurses’
Perspectives", Journal of Psychiatric and Mental Health Nursing,
2021
Crossref

S. M. Abo-Dahab, Saad Althobaiti, Rajneesh
Kumar, Vandana Gupta, A. M. Abd-Alla, F. M.
Alharbi. "Stoneley Waves at an Interface of Two Thermoelastic
Diffusion Media Considering Green–Naghdi Models",
Mechanics of Solids, 2024
Crossref

hrcak.srce.hr
Internet

14 words — < 1%

14 words — < 1%

14 words — < 1%

12 words — < 1%

12 words — < 1%

11 words — < 1%

11 words — < 1%

11 words — < 1%

11 words — < 1%



26

27

28

29

30

31

32

Aikaterini Stavrianea, Irene (Eirini) Kamenidou.
"Memorable tourism experiences, destination
image, satisfaction, and loyalty: an empirical study of Santorini
Island", EuroMed Journal of Business, 2021
Crossref

Feng Wei, Yuchao Fan, Fei Yan, Yubin Huang, Xin
Tong, Jian Li. "Model-Based Prediction and
Compensation of Structural Loop Cross-Talk-Induced
Geometric Errors in Machine Tools", Coatings, 2025
Crossref

jurnal.ibik.ac.id
Internet

Annisa Nurhalimatussya'diah, Muhammad
Irfansyah. "The Effect of Work-Life Balance on
Employee Job Satisfaction in the Furniture Sales Industry: An
Empirical Study Using Non-Parametric Statistical Methods",
PUBLICUS : JURNAL ADMINISTRASI PUBLIK, 2025
Crossref

Dwi Suhartanto, Christopher Gan, Ira Siti Sarah,
Setiawan Setiawan. "Loyalty towards Islamic
banking: service quality, emotional or religious driven?", Journal
of Islamic Marketing, 2019
Crossref

Nigel G. Evans. "Strategic Management for
Tourism, Hospitality and Events", Routledge, 2024
Publications

Devi Nursilawati. "THE INFLUENCE OF
PARTICIPATIVE LEADERSHIP AND WORK
MOTIVATION ON EMPLOYEE INNOVATION", PUBLICUS : JURNAL
ADMINISTRASI PUBLIK, 2025
Crossref

10 words — < 1%

10 words — < 1%

10 words — < 1%

9 words — < 1%

9 words — < 1%

9 words — < 1%

8 words — < 1%



33

34

35

36

37

38

EXCLUDE QUOTES ON

EXCLUDE BIBLIOGRAPHY ON

EXCLUDE SOURCES OFF

EXCLUDE MATCHES OFF

Morteza Akbari, Maryam Mehrali, Nader
SeyyedAmiri, Niloofar Rezaei, Afsaneh Pourjam.
"Corporate social responsibility, customer loyalty and brand
positioning", Social Responsibility Journal, 2019
Crossref

ijble.com
Internet

journal.stieamkop.ac.id
Internet

mhlw-grants.niph.go.jp
Internet

Yue Yin Soo, Yuet Yen Wong, Siew Chin Ong, Guat
See Ooi. "Educators’ roles and challenges in
supporting tertiary education students’ mental health: a
qualitative study in Malaysia", The Journal of Mental Health
Training, Education and Practice, 2023
Crossref

W A Piyumi Udeshinee, Sashini Gayanika, Thilini De
Silva. "Applied Research in Business and Education
- Proceedings of the International Conference on Business
Innovation (ICOBI 2025), October 17, 2025, Colombo, Sri
Lanka", Routledge, 2026
Publications

8 words — < 1%

8 words — < 1%

8 words — < 1%

8 words — < 1%

7 words — < 1%

6 words — < 1%



 

9.  2026-03-13 Proofread Article 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 



  

 

 

Evaluating Tourism SME Development Programs Through 

Customer Satisfaction as Behavioral Capital: A Time-Lagged 

Study in Malang City 

 
Wahju Wulandari1*, Muhammad Ilman Nur Sasongko2, Adelia Kurniawati3, Ari Gunawan4 

 

1,3Management Department, Faculty of  Economics and Business,  Widyagama University, Malang, Indonesia 
2Manufacturing 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. 
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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 (Alcalá-Ordóñez et al., 2024; Surgawati et al., 2025). These indicators 
provide clear evidence of the direct and measurable economic contributions of tourism, 

mailto:wahjuwulandari@widyagama.ac.id
mailto:wahjuwulandari@widyagama.ac.id
mailto:wahjuwulandari@widyagama.ac.id


  

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 
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. 

 
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) 

 
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. 

 

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 Mea

n 
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 (R² = 0.715), while promotion, 
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The 
model also demonstrates strong predictive relevance with a Q² 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. 

 
 
 



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
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 β 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 (β = 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 (β = -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 (β = 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 (β = 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. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 4. Inner Model 

 
Figure X illustrates the inner model, confirming that the model has strong predictive 

capability, as reflected by R² values of 0.715 (customer satisfaction) and 0.706 (customer loyalty). Promotion significantly influences customer loyalty (β = 0.546), while its effect on customer satisfaction is minimal (β = -0.015). In contrast, service quality shows a substantial impact on customer satisfaction (β = 0.858), but a weak direct effect on loyalty (β = -0.100). 



  

Customer satisfaction significantly affects customer loyalty (β = 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

n 
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 R² value for 
customer satisfaction is 0.839, indicating that digital marketing and service quality explain 
83.9% of satisfaction. Meanwhile, brand image records an R² 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 Q² 
value of 0.980, confirming excellent model fit and strong predictive capability. 

 
Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 (β = 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 
et al., 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 a large 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. 

 
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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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. 
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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 (Alcalá-Ordóñez 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. 

 
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 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 



85  

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 Mea

n 
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 (R² = 0.715), while promotion, 
service quality, and satisfaction jointly explain 70.6% of customer loyalty (R² = 0.706). The 
model also demonstrates strong predictive relevance with a Q² 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 β 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 (β = 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 (β = -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 (β = 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 (β = 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. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 4. Inner Model 

 
Figure X illustrates the inner model, confirming that the model has strong predictive 

capability, as reflected by R² values of 0.715 (customer satisfaction) and 0.706 (customer loyalty). Promotion significantly influences customer loyalty (β = 0.546), while its effect on customer satisfaction is minimal (β = -0.015). In contrast, service quality shows a substantial impact on customer satisfaction (β = 0.858), but a weak direct effect on loyalty (β = -0.100). 
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Customer satisfaction significantly affects customer loyalty (β = 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

n 
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 R² value for 
customer satisfaction is 0.839, indicating that digital marketing and service quality explain 
83.9% of satisfaction. Meanwhile, brand image records an R² 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 Q² 
value of 0.980, confirming excellent model fit and strong predictive capability. 

 
Table 6. Structural Model Results (Phase 2) 

Relationship Coefficient (β) 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 
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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 (β = 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 
et al., 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 a large 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. 

 
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. 

 

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. 
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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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