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ABSTRACT

Aims: The main purpose of this paper is to examine the factors that influencing
consumers’ loyalty in Malaysian hypermarkets context.
Study Design: A total of 292 respondents were selected randomly who purchased
products from hypermarkets. Data were examined using descriptive frequency,
correlations, principal component and exploratory factor analysis (EFA), confirmatory
factor analysis (CFA), measurement model, structural model and hypothesized path
coefficient.
Place and Duration of Study: Data was collected from Malaysian hypermarkets (Giant,
Tesco and Carrefour) in federal territory area in Kuala Lumpur, between February and
April 2013.
Methodology: A self-administered questionnaire was developed to collect information
through random sampling method. The study employs structural equation modeling (SEM)
approach using confirmatory factor analysis and test the hypothesized positive correlation
between exogenous and endogenous constructs to identify the customers’ loyalty.
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Results: The result showed that service quality, product quality and price strategy both
have positive impact on customer loyalty. The finding also revealed that price strategy was
highly significant with consumers’ loyalty in Malaysian hypermarkets context.
Conclusion: This research is empirically validated the proposed causal relationship
between the independent and dependent variable and it also allowed in testing all the
correlations concurrently. The main contribution of this study is that it proposes a way to
assess customer loyalty in retail marketing strategic plan that influence consumers to
repurchase product in Malaysian hypermarkets. The study has proposed a conceptual
hypothesized model that is necessary for further exploration and opens the gate for future
research.

Keywords: Hypermarkets; Product quality; Price strategy; Service quality; Customer loyalty;
Malaysia.

1. INTRODUCTION

The prominent foreign based retailers are attracting Malaysian consumers in different types
of retail outlets of different sizes [1,2,3]. Loyal customers are shopping frequently in their
chosen hypermarkets [4,5]. In fact, loyal customers repeat and increase their purchase that
helps to increase sales revenue of business organizations [6]. Therefore, customer’s loyalty
is the feedback of a successful retail marketing strategy in a competitive market that creates
value for money for customers. In Malaysia, traditional retail stores are always attracting the
low and middle level income consumers. Modern retail formats are attracting the upper and
middle income shoppers but at present it is fast changing as improved consumer lifestyles,
changing consumer’s preferences and changing educational level of population [6]. In 1992,
grocery retail sectors were operated by many foreign business firms. Now, Malaysia is
attracting other foreign names such as United Kingdom’s Tesco, France’s Carrefour, and
Hong Kong based DFI which operates the Giant hypermarkets. Nowadays, retail sectors and
grocery sectors are playing an important role in improving service quality and product
assortment [7]. Yuen & Chan [8] posited that customers’ demands in the grocery sectors are
gradually increasing due to the development of customer service in parallel with product
quality and diversity. This is similarly reflected in the retailing industry which plays a vital role
to the tremendous growth of the service sector. As such, it is necessary for the retailers to
understand the customers’ wants and needs to increase the level of their satisfaction and
loyalty. Finally, effective satisfaction creates a long term relationship between the sellers and
the buyers as well as increasing their loyalty through repeat purchase behavior and attitudes
[9], all of which help retailers to increase the market share and profit. The customers’
decision on shopping behavior as well as customers’ wants and needs are sophisticated and
important to the effect that retailers seek to build a stable and long-term relationship with
their consumers. Thus, retailers are able to improve the customers’ satisfaction that later
turns into the customers’ loyalty and finally customer retention. Customer database is very
important for any firm or business organization as proposed by Mauri [10], that business
industries can attain privileged information about the consumers’ attributes or needs by
using customer relationship database management that can help them improve the
customers’ satisfaction and loyalty in a competitive market[11,12]. Zairi [81] has compared
between new customers and existing or satisfied customers, in which he arrogated that a
satisfied and loyal customer is not more valuable than attracting a new consumer. However,
a business organization should fully concentrate on existing consumers, because existing
customers can lead to satisfaction in which the firm stands to achieve market share and
profit by creating the customers’ satisfaction and loyalty. In addition, Siddiqi [13] asserted
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that  a company’s market share and profit are motivated by the customers’ loyalty as it is a
direct outcome of the customers’ satisfaction. Customer satisfaction is a direct result of
service quality found by Naeem, Akram, Jinnah & Saif [14].

Today, the service sector is becoming more and more important in playing a vital role in the
retail marketing strategy. It has a significant relationship with the customers in which it helps
to foster the growth of the customers’ loyalty. According to Hoq & Amin [15], they proposed
that service and product quality were the prerequisite factors of the customers’ satisfaction
and loyalty in any marketing strategy. Kumar, Kee & Manshor [16] added that higher quality
of service would lead to increase higher customers’ loyalty. It is to be noted further that the
service quality is the most successful factor as it has become more critical in the business
activities as the customers becoming more sophisticatedly choosy [17]. Furthermore, in
recent century, the service sector has contributed over 70% of new jobs [18] and nearly 60%
of annual GDP in the United States of America.

This study reviews the factors that influencing Malaysian hypermarkets customers’ loyalty
which grounded on extant literature. The methodology part, which follows the literature
review, design the study, explains the sampling method and subsequent self-administered
questionnaires to respondents. The survey questionnaires by using SEM with data analysis,
results and discussion precede the concluding remarks.

2. LITERATURE REVIEW

2.1 Service Quality

Service quality has different shades of meanings and various concepts in terms of different
customers. The study by Lewis & Booms [18], Gronoos [19] and Su [20], “Service quality is
defined as how well a consumer’s needs are met and how well the service delivered meets
the customer’s expectations”. Consumers’ perceived values of services are heavily reliant on
the customer expectations and outcomes of the evaluation processes. Service quality has a
significant relationship with the customers’ satisfaction which directly affects the customers’
loyalty. Thus, the retail business firm should focus on these factors to increase the
customers’ relationship with satisfaction and loyalty in a competitive retail market globally.
Service quality is the major tool for changing or developing the retail business paradigm [21].
Customers’ evaluations of the service quality are quite difficult to be developed in the retail
marketing strategy [22]. A business organization can gain profit and competitive advantages
by applying an appropriate service quality [23]. Service quality is capable of helping the
business firms to realize their envious position in the retail market place [24]. If product
prices and other costs are stable, the customers will invariably prefer the service quality as
an extra attraction. So the following hypothesis is verified to test based on the above
literature.

H1: Service quality has a positive impact on customer loyalty in Malaysian hypermarkets
context.

2.2 Product Quality

A major proportion of consumers have strong feelings on superstores or hypermarkets with
product brand equity for shopping of goods and services. Business firms had begun to
develop the customers’ loyalty by offering good quality products and services.The study
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Allaway et al. [25] stated that product quality, service level  and assortemnt were the basic
requirements for achieving high levels of brand equity. He also mentioned that successful
brand equity can successfully arouse commitment, shopping behaviour and the most
interesting part is to develop familiarity with a person to person interactive communication.
Aliawadi & Keller [26] posited that successful retail branding influenced customers’
perceptions and loyalty and even to the extent of choosing their favourite retailer stores
frequently for shopping of goods. Brand equity creates customers’ equity that emphasizes
customers’ satisfaction and loyalty [27]. Customers’ satisfaction and loyalty improves
numerous opportunites for product brand equity and it helps to increase marketing tactics
[28]. According to Reichheld [29], Zeithaml, Berry, & Parasuraman [30] and Wright & Sparks
[31], they stated that loyal customers were willingly interested to purchse more products and
pay the right prices of products and services. Bolten, Kennerknecht, & Spiller [32] posited
that the main determinants of customer satisfaction and loyalty are the service and product
quality. The study Minguela [33] and Minguela et al. [34] pointed out that product quality is a
key component through which retailers or busienss firms can differentiate themselves from
their competitors and they can gain competitive business advantages. There are two
important parameters which are: product attactiveness and users’ experinece of product in
terms of brand equity and customers’ satisfaction [35]. Three factors are most important for
improving the customers’ relationship and customers’ satisfaction which are, namely, i) the
right product, ii) the right time and, iii) the right place [36] who also mentioned that product
quality, service and value play important roles to develop the customers’ satisfaction and
loyalty. Based on this we have proposed the hypothesis below:

H2: Product quality has a significant relationship with customer loyalty in Malaysian
hypermarkets.

2.3 Price Strategy

Customer reward scheme is important in the customer loyalty program as examined by
Demoulina & Zidda [37], where cardholders get a satisfaction with the rewards as they
become more loyal and less price sensitive. The promised rewards offered by the business
companies are not parts of the company’s product but it can be obtained by accumulating
points when repeat purchases are made. Price promotion is generally a short term price
reduction policy in a particular product and service. According to Yoo, Donthu, & Lee [38],
they mentioned that price promotion is a short term price reduction strategy and it may also
offer in a long term policy. Price promotion comes from the storage, incidental shopping and
brand switching [39]. The effect of price promotion happens with the consumers’ short term
products or brand choices and during the promotion period it increases price sensitivity of
general customers [40]. Thus, we have proposed the following hypothesis:

H3: Price strategy has positive impact on customer loyalty in Malaysian hypermarkets
setting.

2.4 Customer Loyalty

Customers’ loyalty means the customers are committed to buying goods or services at a
particular retailer’s locations [41]. Retailers think that the customers’ loyalty is secured by
developing brand strategy and creating emotional attitudes towards the purchase behavior of
goods and services through loyalty programs. Customers have individual loyalty concept [42]
to specific product, stores and companies [43,44]. Customers’ loyalty is defined as
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customers are committed, either emotionally or sensibly, to repurchase [45] the preferred
goods and services in the particular retailer’s market [46] which is also considered as a firm’s
long term survival goal and objectives. It is not only the basis for developing business plan,
but it also becomes sustainable in a competitive marketing strategy [47]. Customer loyalty
was held by the consumers who frequently did shopping of goods or services at particular
outlets. Consumers’ attributes on repeat purchase of goods are generated by the degree of
enhancement of the service quality and store attributes in the retail business strategy.
Customers’ frequent buying intentions towards goods or services from the particular outlets
are the key dimensions that produce customers’ loyalty in the retail strategy. Reynolds &
Arnold’s [48] posited that customers’ loyalty was drived from shopping behavoirs and loyalty
attitudes which were recognized based on the service quality and product quality [49].

In 1980, customers’ loyalty used to evaluate  product durability and service quality but it
changed dramatically in the late 1980 and in 1990, when several retailers identified the
customers’ needs and wants. Nowadays, in modern competitive target markets, this concept
has been shifted by the companies towards the initial target consumers by producing typical
product benefits in order to induce the customers’ satisfaction and loyalty. Wang, Chen, &
Chu [50] added that “customers’ loyalty is the forefront area of global research of marketing
theory, especially in the mid 1990s of the 20th century, when the research on customers’
loyalty became another hot point after the customers’ satisfaction”. Customers’ loyalty or
customers’ adherence is not a small dimension, as it is broad and difficult to demonstrate. In
fact, it exists in the consumers’ conscience and attitudes on particular goods or services.
Loyal customers were that customers who had positive behavior to service holders. Getty
and Thompson [51] examined that customers’ loyalty had a significant relationship with the
service quality and customers’ satisfaction. Based on past studies of customers’ loyalty, it
was found that the customers’ loyalty had a direct bearing on the consumers’ precise
purchasing power of products [52,53,54,55], a quantity of shopping goods or services [56],
post-purchasing attitude and activities of consumers. Many researchers believe that the
customers’ preferred degree of purchase behavior and actual purchase behavior can reflect
the customers’ loyalty [57,58]. Consumers have two types of royalty, such as, behavioral
loyalty and emotional loyalty on goods or services. Customers’ behavioral royalty is referred
to frequent shopping in a particular retailer, and emotional loyalty is referred to the
customers’ concern towards certain retailer on the basis of past buying experience and
attitude.

However, grounded on extant literature review, a conceptual framework was developed and
tested employing data information gathered throughout research questionnaire survey
covering the actual features of customers’ loyalty towards retail marketing strategy in
Malaysian hypermarkets perspective (Fig.1).

Fig. 1. Conceptual framework

Service Quality

Price Strategy

Product Quality
Perception of
Customers’ Loyalty
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3. METHODOLOGY

3.1 Research Design

Research methodology was grounded on the summary of the systematic investigation,
procedure, sample selection and analysis, which were conducted in the research [59]. Since,
the main purpose of this study is to investigate the customers’ loyalty towards retail
marketing strategy in Malaysian hypermarkets context, a self-administered questionnaire
was developed to collect respondent’s data from the Malaysian hypermarket consumers.
The survey questionnaire is consisted with five parts. Primary data was collected by
distributing questionnaires. Specially, data was collected from KLCC, Wangsa Maju,
Puchong, Putra Jaya and Kota Damansara.

3.2 Instrument

Respondents were asked to evaluate the items of different variables such as service quality,
product quality, price strategy and customer loyalty in terms of the customers’ perceptions
based on 5-point scales that ranges from 1 strongly disagree, 2 disagree, 3 slightly agree, 4
agree, and 5 strongly agree.

3.3 Pre-test Study

We used a pre-test study with 60 respondents from different Malaysian hypermarket
customers. To conduct a pre-test study, we found some mistakes and disarrays. After
revising and developing questionnaire, we distributed 350 questionnaires from walk-in
consumers and via face to face customers’ survey at Malaysian hypermarkets using
convenience sampling method, as it is the easiest to conduct with large number of sample
sizes [60].

3.4 Sample Size

However, a total number of 350 sample sizes, of which 317 questionnaires were received.
We found there are some errors or rest incorrectly and incomplete answered questionnaire
by respondent. After completed the screening process of the questionnaires, 292
questionnaires were found valid for data analysis, which represented a success rate of 92%
(Table 1) that was considered extremely well in view of time, certainty, cost and
geographical constraints.

Table 1. Respondents’ response rate

Description Number of respondents
Sample size 350
Return questionnaires 317
Total useable questionnaires 292
Incomplete or unusable questionnaires 25
Response rate 92%

3.5 Statistical Tool

In this study, 21 items were generated from the independent variables (service quality,
product quality and price strategy) and dependent variable (Customers’ loyalty). Factor
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analysis was employed to investigate the customers’ loyalty, as it was a meaningful
transforming statistical data into linear combination of constructs [61]. The survey research
makes use of the fundamental information and Structural Equation Model (SEM) that carried
out to investigate the relationship among the constructs which influence the customers’
loyalty towards retail marketing strategy in Malaysian hypermarket context.

4. RESULTS AND DISCUSSION

4.1 Demographic Information

According to descriptive analysis, Table 2 shows demographic information comprised
gender, marital status, age, ethnic background, academic qualification and income. Among
the 392 valid respondents, 58.6% was male and 41.4% was female, whereas 65.8% was
single and 34.2% was married. The classification of samples in terms of their age represents
that 89.7% respondents were between 19 to 35 year old, which followed by 7.2% of 36-49
years old and 2.7% of below 18 years old. This survey is mainly reflected by the perception
and shopping attitudes of the respondents. In terms of ethnic background, more than 46%
respondents were Malay and almost 21% were Chinese. Indian and others were 18.2% and
14.7% respectively. With regard to academic level of the respondents, a highest 55% of
respondents were college graduate which followed by 33.2% was SPM, 9% was master
degree and 2% was doctoral degree. The highest 59% of the respondents’ monthly income
was less than RM 2000 followed by 30.5% of RM2001-RM 4000, 6.2% of RM 4001- RM
8000 and 4% of RM 8001- RM 12000.

Table 2. Demographic information

Characteristics Frequency Percentage
Gender
Male
Female

171
121

54.6
41.4

Marital Status
Single
Married

192
100

65.8
34.2

Age
Below 18 years old
19-35 years old
36-49 years old
50-64 years old

8
262
21
1

2.7
89.7
7.2
0.3

Ethnic Background
Malay
Chinese
Indian
Others

135
61
53
43

46.2
20.9
18.2
14.7

Academic Qualification
SPM
College Graduate
Master’s Degree
Doctoral Degree
Others

97
161
26
6
2

33.2
55.1
8.9
2.1
0.7

Monthly Income
Less than RM 2000
RM 2001- RM 4000
RM 4001- RM 8000
RM 8001- RM 1200
RM 12000+

172
89
18
11
2

58.9
30.5
6.2
3.8
0.7
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4.2 Reliability Coefficient

Reliability coefficient measurement recommended the stability and consistency of the
mechanism. Consequently, this method indicates reliability through examining the internal
consistency of the research questionnaires, in which cronbach’s alpha represented 0.807
(Table 3) that was considered a high reliability coefficient of the data analysis. Nunally &
Berstein [62] stated that Cronbach’s alpha should be from 0.0 to 1.0, but 0.70 is deemed to
be indicative of good scale reliability [63].

Table 3. Overall reliability of four factors

Cronbach’s Alpha Cronbach’s Alpha based
on Standardized Items

Number
of Items

0.807 0.811 21

The exploratory factor analysis for variable of service quality is used by principle axis
factoring extraction with varimax rotation. Exploratory factor analysis for service quality, six
items were found for analysis and the result showed that the Kaiser-Mayer-Olkin measure of
sampling adequacy was 0.860 (Table 4). The total percentage of variance was explained in
Table 5, in which 45.27% was explained for total percentage of variance of service quality.
Factor loading of the each item was greater than 0.55. Factor loadings of items are greater
than 0.50indicates excellent. Nunally and Bernstein [62,63] stated that a reliability coefficient
should be greater than 0.70. Hence, the cronbach’s alpha 0.826 is considered as higher
reliability of service quality.

Table 4. KMO and Bartlett’s test (Service Quality)

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.860
Barlett’s Test of
Sphericity

Approx. Chi-Square 782.859
Df 21
Sig. 0.000

Table 5. EFA for Service Quality

Factor
loading

Eigenvalue Percentage
of Variance

C.V Cronbach’s
Alpha

Products display 0.84 3.169 45.27 45.27 0.826
Staff's courteousness 0.79
Product warranty/guaranty 0.76
Sales personnel's skills 0.69
Wider range of products 0.65
Price tag on products 0.58

CFA of service quality for the item SQ1 (product display) is fixed to 1.0, which is a
requirement condition for determination of the model (Table 6). According to CFA, service
quality was analyzed for the reliability of the dependent relationship between construct and
indicators. The measurement model represents that Chi-Square/degree of freedom
(df)=3.836 (Chi-Square=34.524, df=9); Root mean square error approximation
(RMSEA)=0.099; Comparative fit index (CFI) = 0.963, Goodness of fit index (GFI)=0.962
and adjusted goodness of fit (AGFI) = 0.911. In this measurement model, RMSEA was not
achieved the recommended level. RMSEA less than 0.08 indicate very good fit of the model
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[64].However, the modification indices (MI) for covariance of measurement errors were
16.548 between SQ1 (product display) and SQ2 (staff’s courteousness is important) which
indicates item 1 and item 2 were redundant and as a result the measurement errors namely
e1 and e2 is highly correlated, since MI is greater than 15 indicates item should be
redundant for the best fit of the model [64]. Therefore, this measurement error is logically
considered to be correlated. Lastly, the item SQ1 is correlated with SQ2 and the new model
is fit well: Chi-Square=2.090, which are considered as the best fit. Chi-square should be less
than 5 [65]. For the RMSEA, 0.061 is a best fit of the model because RMSEA less than 0.08
indicates a good fit of the model, CFI=0.987; GFI=0.981, AGFI=0.950 and p-value0.103 (Fig.
2). CFI, GFI and AGFI should be greater than 0.90 [66]. P-value should be greater than 0.05
[65,66].

Fig. 2. CFA for Service Quality

Table 6 (six) below has summarized the findings of the measurement model for service
quality. The confirmatory factor analysis of service quality for the item SQ1 (product display)
was fixed to 1.0, which is a requirement condition for determination of the model. Hence, the
result found that all standardized factor loading were greater than 0.60 and the entire critical
ratio (t-value) is significantly greater than 2.58 at the 0.01 level, which was recommended by
Anderson & Gerbing [67]. In terms of construct reliability, the model describes that CR 0.90
was achieved by the recommended value 0.60 [68]. The individual item reliability (R²) values
of all indicators were achieved greater than 0.50. The Cronbach’s alpha was 0.852, which
indicates the higher reliability. The Cronbach’s alpha minimum 0.70 is the recommended
level.The goodness-of-fit indices recommended that the measurement model demonstrates
satisfactory fit to the data and the results of all fit indices were achieved as good fit. In fact,
measurement model 1 for service quality explained good evidence of convergent validity,
reliability and unidimensionality.

Table 6. Summarized Results of Measurement Model: Service Quality

Item Factor
Loading

R² Cronbach’s
Alpha

CR AVE t-value

Service Quality 0.852 0.90 0.61
SQ1 0.89 0.74 fix
SQ2 0.73 0.40 8.359
SQ3 0.81 0.65 8.055
SQ4 0.84 0.71 8.173
SQ5 0.68 0.47 7.521
SQ6 0.70 0.49 7.614

EFA for product quality, six items were generated for analysis and the findings revealed that
the Kaiser-Mayer-Olkin (KMO) measure of sampling adequacy was 0.884 (Table 7). Total
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variance was explained 54.38% of product quality (Table 8). All items of product quality
showed that the factor loadings were greater than 0.55 which was suggested by Hair et al.
(69). In terms of reliability coefficient, the Cronbach’s alpha was achieved 0.863, which was
greater than 0.70. Hence, the exploratory factor analysis was employed in principle axis
factory extraction with varimax rotation that identified that all items were loaded properly on
the expected constructs.

Table 7. KMO and Bartlett’s test (Product Quality)

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.884
Barlett’s Test of
Sphericity

Approx. Chi-Square 811.432
Df 15
Sig. 0.000

Table 8. EFA for Product Quality

Factor
loading

Eig.
value

P. of
Variance

C.V Cronbach’s
Alpha

Different qualities product offer 0.63 3.623 54.38 54.38 0.863
Product durability is important 0.78
High quality food product offer 0.87
Accurate product information 0.80
Wider range of products offer 0.70
Innovative product is important 0.62

Turning to the assessment of CFA, the items of product quality factor are analyzed for the
viability of dependence relationship between the dimensions and indicators, using
covariance matrix of both indicators. The measurement model is fit well and all the fit indices
are achieved the recommended level. The measurement model fit indices represented that
Chi-square/df= 2.804 (Chi-Square=25,238, df =9); RMSEA=0.079; CFI=0.980; GFI=0.971
and AGFI=0.932 and p value was 0.103 (Fig. 3). The summarized result of measurement
model for product quality was determined as convergent validity, discriminant validity and
unidimensionality. The measurement model examined that all indicators were statistically
significant and the entire critical ratio were significantly greater than 2.58 at the 0.01 level. All
standardized factor loadings were greater than 0.60, which indicates a very good fit of the
model [70]. Reliability coefficient (Cronbach’s alpha) is greater than 0.70 identified the
unidimensionality of the model.

Fig. 3. CFA for Product Quality
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In terms of the assessment of the reliabilty, it was excuted in Table 9 and illutrated that most
of the individual item reliabilty (R²) value was greater than 0.50. This was implied that all
indicators were achieved the recommended level [71] and its construct validity was 0.91.
Construct validity should be greater than 0.60. The average extracted (AVE) value was 0.64.
AVE should be greater than 0.50 [72]. In addition, the Cronbach’s alpha value was 0.863,
which achieved the acceptable threshold value of 0.70 as recommended by Anderson and
Gerbing.

Table 9. Summarized Results of Measurement Model: Product Quality

Item Factor
Loading

R² Cronbach’s
Alpha

CR AVE t-value

Product Quality 0.863 0.91 0.64
PQ1 0.83 0.70 fix
PQ2 0.77 0.60 10.797
PQ3 0.86 0.75 11.638
PQ4 0.79 0.63 11.021
PQ5 0.70 0.49 10.048
PQ6 0.83 0.70 9.208

EFA is conducted for price strategy on all five items. The results found that the Kaiser-
Mayer-Olkin statistic of sampling adequacy was 0.886 (Table 10). The bartlett’s test of
sphericity test defined that the correlation among the constructs were statistically significant.
Hence, exploratory factor was conducted and one factor was extracted with 63.190% of total
variance. All factor loadings of the variables were greater than 0.60 which illustrated in Table
11. In terms of correlation reliability, the Cronbach’s alpha was 0.879 which achieved the
requirement value of 0.70 as suggested by Anderson and Gerbing. However, the exploratory
factor analysis used principle component extraction with varimax rotation for iterations.

Table 10. KMO and Bartlett’s test (Price Strategy)

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.886
Bartlett’s Test of
Sphericity

Approx. Chi-Square 855.297
Df 15
Sig. 0.000

Table 11. EFA for Price Strategy

Factor
loading

Eigen
value

Per. of
Variance

C.V Cronbach’s
Alpha

Reasonable price 0.74 3.791 63.190 63.190 0.879
Price discount 0.83
Promotional price 0.85
Product offer at different prices 0.84
Quantity discount on product
purchase

0.72

After performing the exploratory factor analysis, confirmatory factor analysis was conducted
with items of the constructs for price strategy. The measurement model test was achieved
the acceptable values and model was fit well: Chi-Square/df= 2.041 (Chi-square=10.206 and
df=5); RMSEA= 0.060; CFI=0.992; GFI=0.986; AGFI=0.959, p value=0.052 (Fig. 4). The
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results revealed that all criteria were achieved significantly and the measurement model was
established appropriately.

Fig. 4. CFA for Price Strategy

Table 12 shows the summarized results of measurement model for price strategy. All factor
loadings of the variables were significantly greater than 0.60 which was recommended by
Anderson and Gerbing [70]. They stated that convergent validity was accomplished by the
achieved acceptable criterion. The critical ratio was greater than 2.58 at the 0.01 level and
the reliability in individual items (R²) values was greater than 0.60, which achieved the
recommended level of 0.50 as suggested by Bollen [71]. In terms of average variance
extracted, the variance value 0.65 achieved by the value 0.50 [72]. In addition, the construct
reliability (0.65) achieved the recommended value. The Cronbach’s alpha(0.868) exceeded
the recommended value. Furthermore, the goodness-of-fit indices recommended that the
measurement model employed a satisfactory fit to data. Therefore, the finding of the result
shows the strong evidence of unidimensionality, convergent validity and reliability.

Table 12. Summarized Results of Measurement Model: Price Strategy

Item Factor
Loading

R² Cronbach’s
Alpha

CR AVE t-value

Price
Strategy

0.868 0.89 0.65

PS2 0.77 0.60 fix
PS3 0.82 0.67 14.196
PS4 0.83 0.69 14.349
PS5 0.81 0.65 11.005
PS6 0.74 0.54 12.658

Table 13 illustrated the measurement model of customer loyalty which consisted of six items
as adopted by Tu et al. [73]. Turning to the KMO and Bartlett’s Test, Kaiser-Meyer-Olkin
Measure of Sampling Adequacy was 0.850, which indicated very good andBarlett’s Test of
Sphericity was statistically significant.

Table 13. KMO and Bartlett’s test (Customer Loyalty)

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.850
Barlett’s Test of
Sphericity

Approx. Chi-Square 583.186
Df 15
Sig. .000
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Table 14 illustrated the exploratory factor analysis of customer loyalty and one factor was
extracted with 53.86% of total variance explained. The standardized factor loadings were
statistically significant with greater than 0.55. The Cronbach’s alpha was 0.811 which
significantly achieved the requirement of 0.70.

Table 14. EFA for Customer Loyalty

Factor
loading

Eigen
value

Percentage of
Variance

C.V Cronbach’s
Alpha

Continue shop at
hypermarket

0.64 3.23 53.86 53.86 0.811

Influence others to shop 0.78
I am a loyal customer 0.83
Hypermarket is first choice 0.78
Willing to buy more products 0.73
I will not go other stores 0.60

In this study, Fig. 5 illustrated the confirmatory factor analysis of the customer loyalty. Six
items were predominantly conducted to determine the viability of dependence correlations
between the variables and indicators using a covariance matrix. In this measurement model
RMSEA is 0.090 which was achieved the recommended level, since, RMSEA should be less
than 0.08. P-value should be greater than 0.05. The item CL1 (I will continue to shop at
hypermarket) and CL6 (If hypermarket raise price even then I will not switch to other stores)
were removed, since low factor loading can be deleted for appropriate model fit. Lastly the
final revised model in Fig. 6 was fit well: Chi-Square/df=2.254 (Chi-Square=4.509; df= 2);
RMSEA= 0.066; CFI= 0.994; GFI= 0.992, AGFI= 0.960 and p- value was 0.051. It was a
revised and acceptable fit measurement model of customer loyalty.

Fig. 5. CFA for Customer Loyalty

Fig. 6. Revised Model of CFA for Customer Loyalty
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Table 15 the summarized results of measurement model of customer loyalty a factor
loadings of the construct were significantly greater than 0.60, which proves that the
convergent validity was significant. The Cronbach’s alpha was 0.821, which achieved the
unidimensionality, since Cronbach’s alpha greater than 0.70. In terms of reliability, the model
finds that most of the individual item reliability (R²) was larger than 0.50, which determines
the acceptable threshold. Turning to assess the construct reliability, it was performed with
0.86 in its requirement as it was greater than 0.60. Furthermore, average variance extracted
(AVE) is exceeded with 0.62, which was greater than the recommended value of 0.50 [72].
The critical ratios (t-value) were significantly greater than 2.58 at the 0.01 level. Critical ratio
(t-value) should be greater than 2.58. In terms of factor loading, all standardized factor
loadings were statistically significant and greater than 0.60.

Table 15. Summarized Results of Measurement Model: Customer Loyalty

Item Factor
Loading

R² Cronbach’s
Alpha

CR AVE t-value

Customer Loyalty 0.821 0.86 0.62
CL2 0.70 0.49 fix
CL3 0.81 0.65 11.318
CL4 0.76 0.58 10.956
CL5 0.86 0.68 9.818

4.3 Structural main Model

Finally, the structural equation model was developed and tested to examine the correlation
between the three latent constructs (Fig. 7). In the model, the arrows supportedthat price
strategy was highly significant to customer’s loyalty (β = 0.57) which followed by product
quality (β = 0.35) and service quality (β = 0.31). The probabilities of getting all critical ratios
were 2.456, 2.234 and 4.293 (Table 16). This model confirms that factor weights of all items
were greater than 0.60 which indicated a very good fit of the model. The model also confirms
that normed chi-square was 3.469 and p-value 0.053. A discrepancy should be less than 5.
Hair et al. P-value should be greater than 0.05. For RMSEA, we find 0.072 which indicated a
close fit [74]. CFI (0.948), GFI (0.990) and NFI (0.901) proved a very good fit of the model.
Kline [74], Jalil et al. [75] postulated that CFI, GFI and NFI value should be greater than
0.90.

Fig. 7. Structural model



British Journal of Applied Science & Technology, 4(12): 1772-1790, 2014

1786

Table 16. Standard estimation of the structural model

Standardized regression
weights

Estimate S.E C.R P-value Result

H1 CL <--- SQ 0.312 0.127 2.456 0.00 Significant
H2 CL <--- PQ 0.353 0.158 2.234 0.02 Significant
H3 CL <--- PS 0.571 0.133 4.293 0.00 Significant

5. CONCLUSION

This exploratory study provides evidence that service quality, product quality and price
strategy have significant relationship with customers’ loyalty towards retail outlets in
Malaysian hypermarket context. This study used SEM to empirically validate the proposed
causal relationship between the constructs and it also allowed in testing all the correlations
concurrently. The findings also help us in understanding the essential inter-relationships
among the constructs and enhancing the knowledge for the hypermarkets policy to
determine where they should concentrate to accomplish their business goals. In this
research, consumer’s perception towards loyalty in Malaysian hypermarkets can contribute
continuous growth in Malaysia’s economy by developing and implementing customers’
actual needs. The results of the study can also contribute to corporate policy and managerial
implications for developing and implementing customers’ perception towards loyalty in
Malaysian hypermarket setting. Failing to meet consumer’s loyalty is not an essential option
for any hypermarket companies. Therefore, developing a measure that systematically
considers hypermarket policy could significantly contribute towards customers’ loyalty
improvement of service quality, product quality and price strategy in Malaysian hypermarkets
context.

LIMITATIONS AND FUTURE STUDY

In the academic era, no study is exactly perfect all over the world. So, this study is also not
beyond those limitations. The proposed research conceptual model was validated by
collecting primary data from only a federal territory area of Kuala Lumpur in Malaysia due to
time constraints. Furthermore, due to this small sample size and the convenient sample of
data collection, there is a probability of biasness in the outcome of the study. Therefore,
further study is necessary to be conducted with a large sample size to obtain excellent
result. However, this paper offers support for the proposed conceptual model and
exploratory investigation for comparison in future research.
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