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Abstract

The franchise industry in Malaysia provided many incomes towards country’s gross domestic
products (GDP). In 2016, food and beverage (F&B) industry are the most popular in Malaysia such as
Cool Blog and Secret Recipe. In order to sustain market share in F&B industry, franchisee prefers to
buy licenses from food and beverage franchise which result in increased competitive challenges in
this industry. Therefore, this study is to identify most influential factors towards customer preference
towards local and international food and beverage in Malaysia as well as to compare the factors
influence customer preference towards local and international food and beverage in Malaysia. This
study was carried out by quantitative research and 384 target respondents been selected. Based on
the finding, brand influence is the most influential factors for customer preference towards local and
international F&B franchise in Malaysia. Besides, three independent variables which are a brand
influence, product quality, and service quality are significant that influence customer preference
towards local and international F&B franchise in Malaysia.

Keywords: Brand Influence, Food and Beverage Franchise Product Quality, Service Quality

Introduction

The franchise industry contributed 9.4 percent of country’s gross domestic products (GDP) by
2020 from 2.0 percent in 2010 at Malaysia. This is happened since Malaysia Government provided
four strategic thrusts that have been identified in the National Franchise Development Blueprint
(NFDB) for 2012 to 2016. In result, the franchise industry in Malaysia has generated total revenue of
RM 25.6 billion in 2015 that contributed by more than 400 local franchise companies. Those data
showed that the income of the country can be increased from the contribution of the successful
franchise company. F&B industry conquered more than 31 percent of franchise market share which
consist of franchise namely Cool Blog, Secret Recipe and Starbucks.

Starbucks is one of the great examples of an international franchise that being successful in
running a business in Malaysia. Typically, Starbucks in Malaysia is operated by the Berjaya Starbucks
Coffee Company Sdn. Bhd. which is a licensee of Starbucks Coffee International. Indeed, most of
Malaysian especially young adults love to drink coffee and hang out at their favourite place like
Starbucks.
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The current trend in Malaysia showed that the unique F&B franchise concept have very high
demand among communities. This can support by the review from Habib, Abu Dardak, and Zakaria
(2011) appended that F&B industry in Malaysia conquers around 32 percent of the market share and
it has a great potential to grow in future. Thus, it resulted F&B industry in Malaysia are facing with
fierce competition with same as other industries around the world (Ryan, Ghazali, & Mohsin, 2011).
In result, franchisee prefers to buy licenses from F&B franchise in order to penetrate the market at a
recent year which results in increasing competitors in this sector. Indeed, Malaysian customers’ taste
and preference towards foods and beverages are rapidly changed that required F&B franchise with
fierce marketing strategy in order to attract and retaining the customers. Therefore, this study is to
identify most influential factors towards customer preference towards local and international food
and beverage in Malaysia as well as to compare the factors influence customer preference towards
local and international food and beverage in Malaysia.

Literature Review
Customer Preference towards Food and Beverage

Based on Sowunmi, Omigie, and Daniel (2014), customer preference can be known as
personal taste which is evaluated by the value of the various bundle of services and goods. This
indicated that companies must acknowledge the importance of customer preference since it is
playing an important role in offering products and services in the market. Indeed, customers tend to
purchase the goods based on their taste or fulfil their desire hence follow the purchasing power.
Moreover, preference can be judgmental psychology terms in the feeling of like or dislike an object
(Javalgi, Radulovich, Pendleton, & Scherer, 2005). This is due to individuals that probably may dislike
or not interested with products or services offered that leads to limited purchasing power. This is
supported by the review from Fife-Schaw et al. (2007) stated that customer preference defined as
“tending to indicate choices among various of liking to disliking options with acceptance reflecting a
willingness to abide the status quo or less desirable option”.

Indeed, the younger generation in Malaysia or people with higher purchasing power tend to
prefer towards eating out by searching variety food since it can be a great motivator for eating
outside of the home (de Rezende & de Avelar, 2012). Therefore, customer preference towards food
and beverage franchise can be evaluated by different intention. According to Richardson and Aguiar
(2003), various factors include cleanliness, taste, convenience, speed and stability can influence main
attributes for customers towards food and beverage franchise. Richardson and Aguiar (2003) added
others factors include healthiness, friendly staff and relevant choice can be an influential factor as
well.

Recently, most F&B franchise build a strong brand image in order to cater the customers’ taste
and result to attract loyal customers. This can be supported by the review from lyer and Kuksov
(2012) and Demirglines (2014) stated store image plays an influential factor to affect customer’s
guality expectation of products quality since customers are related with store image towards product
or service categories in F&B franchise. Indeed, customer preference towards the goods not always
influenced by the desire but based on actuality as well.

Brand Influence
Brand considered as second vital assets for the company after customers (Dib & Alhaddad,
2014) since brand plays a very vital role to increase the income and economy of the country. Malki
(2015) defined brand influence is a circle of customers belief towards the brand. Indeed, customers
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in Malaysia are aware of brand influence when making a decision on which F&B product that they
want to consume. Indeed, F&B companies have the high concern to monitor their brand in order to
sustain the market share since brand is able to help customers to recognize and differentiate the
products (Zhang, 2015).

In result, a brand can be an influential factor towards customers’ purchasing decision since
the loyalty level of customers towards specific brands (Wahid & Ahmed, 2011). Besides, a brand can
be a factor for customers willing to pay a high price for that product (Chinomona, Mahlangu, & Pooe,
2013). Indeed, the brand becomes the major factor for a company to increase current market share,
especially in F&B industry. Therefore, the hypothesis proposed as:

Hi: There is a relationship between brand influence and customers preference towards local
and international food and beverage franchise.

Product Quality

There are several explanations for product quality and one of the explanations from Buntak,
Adelsberger, and Nad (2012) stated that the products that can be comply with customers’
requirement can be define as quality. Indeed, the researcher justifies the product quality can be
achieved if the products meet the criteria of customers. This can be supported by the statement from
Jahanshahi, Gashti, Mirdamadi, Nawaser, and Khaksar (2011) who stated that “if a product fulfils the
customer’s expectations, the customer will be pleased and consider that the product is of acceptable
or even high quality”. Besides, this statement also can be supported by the review from Suchanek,
Richter, and Kralova (2014) stated that “quality as the producer’s ability to meet expectations”. This
indicated that perceived quality is the basis for customers to make the decision to evaluate excellence
of a product based on the point of view.

Indeed, F&B franchise need to provide products in great aesthetics especially in five-sense
since aesthetics are one of the dimensions of product quality (Halim, 2014). Therefore, the
researchers proposed the hypothesis as below:

H,: There is a relationship between product quality and customers preference towards local
and international food and beverage franchise.

Service Quality

The main objectives of every business are to maximize customers’ satisfaction (Bhargava &
Pareek, 2013). Indeed, the company should concern on their service quality in order to increase
customer satisfaction level. Moreover, the F&B industry are similar with other departments that
realize the significance of customer-centred philosophies and turning to quality management
approaches to help managing their businesses. According to An and Noh (2009), the predominant
method as a measurement of customers’ perception towards service quality for international F&B
companies. Besides, it can measured by several factors include tangible, reliability, responsiveness,
assurance and empathy (An & Noh, 2009).

Therefore, each organization including F&B industry must not avoid the elements of service
quality that required enhancement from time to time in order to maintain current market or to create
a new market. This can be supported by the review from Kamaruddin and Jusoff (2009) stated that
the F&B industry is one of the vital sectors in manufacturing industry in Malaysia. The hypothesis
proposed below:

Hs: There is a relationship between service quality and customers preference towards local
and international food and beverage franchise.
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Methodology

This study is carried out by quantitative research and 380 target respondents who have tried
or not either the local or international F&B franchise at Malaysia were selected in this study. Besides,
this study covered five regions at Malaysia which are the central, northern, southern, east, and east
coast. Therefore, the researchers are using non-probability sampling techniques which is snowball
sampling to select target respondents.

The research instrument in this study was a questionnaire. All items in the questionnaire are
designed in straightforward in order to prevent confusion for target respondents. Besides, the
guestionnaires are being prepared in two languages which are Malay and English. There are five parts
in this questionnaire: Part A is to identify the feedback of target respondents towards customers’
preference of local or international food and beverage franchise; Part B is to identify the feedback of
target respondents towards brand influence of local or international food and beverage franchise;
Part C is to identify the feedback of target respondents towards product quality of local or
international food and beverage franchise; Part D is to identify the feedback of target respondents
towards service quality of local or international food and beverage franchise; and Part E is to identify
the demographic profile of target respondents. All items in Part A, B, C, and D are designed in five-
point Likert scale while Part D designed in nominal scale.

All data collected was analyse by SPSS version 22.0 and four data analysis methods are used
which are reliability test, frequency analysis, Multiple Regression Analysis, and Comparative
Regression. Each data analysis methods will be further discussion in next paragraph.

Reliability test is to identify the stability of questionnaire that can be supported for this study.
Indeed, this test can identify the internal consistency of questionnaire for this study by measurement
of Cronbach Alpha value. The researchers selected 30 target respondents in order to carry out this
study. Based on Hair, Hult, Ringle, and Sarstedt (2016), the Cronbach Alpha value for all indicators
must exceed 0.7 as consistency for this study.

Frequency analysis is to summarize demographic profile of target respondents in this study.
Therefore, the researchers used frequency analysis to summary demographic profile for target
respondents into frequency and percentage as well as illustrated in table form. Based on Hair et al.
(2016), frequency analysis is capable for the researchers to transform data into useful information.

Multiple Regression Analysis that carry out by the researchers is to identify the correlation
between all independent variables towards dependent variable in this study. Besides, this study
capable to help the researchers to identify the most influential factors towards local and international
food and beverage franchise. Moreover, the researchers carried out paired sample t-test to compare
the factors of customers’ preference towards local and international F&B franchise by identifying p-
value.

Data Findings
Reliability Test
The test is conducted in order to identify whether target respondents capable to understand
all items in each indicator. The Cronbach Alpha values can be a measurement of the level of
understanding among target respondents in this study. Table 1 showed that value of Cronbach Alpha
is between 0.813 to 0.930 which indicated that all indicators are reliable due to exceeding 0.7 as per
recommended value.
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Factors Number of items Cronbach’s Alpha
Customer Preference 6 0.813
Brand Influence 7 0.930
Product Quality 5 0.913
Service Quality 6 0.924

Respondents Demographic Characteristics
Table 2 showed the summary of respondents’ demographic characteristics for this research

that showed below:

Table 2. Respondent’s Demographic Characteristics

Demographic Frequency Percentage
Gender
Male 186 48.4
Female 198 51.6
Age
18-29 124 323
30-39 155 29.9
40-49 98 25.5
50-59 47 12.2
Marital Status
Single 233 60.7
Married 108 39.3

Table 2. Respondent’s Demographic Characteristics (Continued)

Demograhpic Frequency Percentage
Race
Malay 156 40.7
Chinese 91 23.7
Indian 72 18.8
Others 65 16.9
Education
SPM 66 17.2
Diploma 93 24.2
Degree 143 37.2
Master 58 15.1
PhD 24 6.3
Occupation
Student 122 31.8
Self-Employed 48 12.5
Government Sector 93 24.4
Private Sector 121 31.5
Income
Rm 2000 and Below 120 31.3
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RM 2001- RM 5000 143 37.2
RM 5001- RM 10000 87 22.7
RM 10001 and Above 34 8.9
Origin

Northern Region 96 24.7
Central Region 131 34.1
Southern Region 52 13.5
East Coast 59 154
Sabah and Sarawak 47 12.2

Based on the table above, majority respondents are female with a total number of 198 or
51.6%. For the age of respondents, the majority are aged between 18 until 29 years old with 32.3%
following by aged between 30 until 39 years old with 29.9%. Moreover, most respondents are Malay
with 40.6%, followed by Chinese with 23.7%. Furthermore, the majority are single in terms of marital
status and a Degree holder in terms of education level. Besides, students are major to involve in this
study and average income for the majority is RM 2001 to RM 5000. Lastly, most respondents are
original from the central region which are Selangor, Kuala Lumpur and Negeri Sembilan.

Multiple Regression Analysis for the Local F&B franchise
Table 3. Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 0.806 0.649 0.646 0.472

a. Predictors: (Constant), Brand Influence, Product Quality, Service Quality
Dependent variable: Customer Preference

Table 4. Regression Coefficients

Coefficients Unstandardized Coeffcients  Standitized T Sig.
Coefficients
B Std. Error Beta

Constant 0.772 0.110 6.576 0.000
Brand 0.415 0.054 0.448 7.757 0.000

Influence

Product 0.299 0.051 0.325 5.857 0.000
Quality

Service 0.174 0.047 0.083 1.568 0.002
Quality

Dependent variable: Customer Preference
Independent variable: Brand Influence, Product Quality, Service Quality

The R square value is 0.649 which indicated 64.9% of the variation in customer preference
towards local F&B franchise can be explained by brand influence, product quality, and service quality.
The adjusted R-square is 64.6%.

The p-value for all independent variables is less than 0.05 which indicated that at least of all
variables, is significant to customer preference towards local F&B franchise in this study.
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The equation for this model study is
Customer Preference= 0.722 +0.415 (Brand Influence) +0.299 (Product Quality) +0.174 (Service
Quality)

Based on the equation, every one unit increase in brand influence, customer preference
towards local F&B franchise will increase by 0.415, provided product quality and service quality
remain unchanged. Correspondingly, every one unit increase in product quality, customer preference
towards local F&B franchise will increase by 0.299, provided brand influence and service quality
remain unchanged. Moreover, every one unit increase in service quality, customer preference
towards local F&B franchise will increase by 0.174, provided brand influence and product quality
remains unchanged. In result, brand influence is the most influential factors based on this model
since the highest Beta value compares to others variables.

Multiple Regression Analysis for International F&B franchise
Table 5. Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 0.799 0.638 0.635 0.508

a. Predictors: (Constant), Brand Influence, Product Quality, Service Quality
Dependent variable: Customer Preference
Table 6. Regression Coefficients

Coefficients Unstandardized Coefficients Standardized T Sig.
Coefficients
B Std. Error Beta
Constant 0.739 0.115 6.402 0.000
Brand Influence 0.441 0.060 0.487 7.324 0.000
Product Quality 0.284 0.061 0.304 4.685 0.000
Service Quality 0.138 0.053 0.040 0.704 0.001

Dependent variable: Customer Preference
Independent variable: Brand Influence, Product Quality, Service Quality

The R square value is 0.638 which indicated 63.8% of the variation in customer preference
towards international F&B franchise can be explained by brand influence, product quality, and service
guality. The adjusted R-square is 63.5%.

The p-value for all independent variables is less than 0.05 which indicated that at least of all
variables, is significant to customer preference towards international F&B franchise in this study.

The equation for this model study is
Customer Preference= 0.739 +0.441 (Brand Influence) +0.284 (Product Quality) +0.138 (Service
Quality)

Based on the equation, every one unit increase in brand influence, customer preference
towards international F&B franchise will increase by 0.441, provided product quality and service
guality remain unchanged. Correspondingly, every one unit increase in product quality, customer
preference towards international F&B franchise will increase by 0.284, provided brand influence and
service quality remain unchanged. Moreover, every one unit increase in service quality, customer
preference towards international F&B franchise will increase by 0.138, provided brand influence and
product quality remains unchanged. In result, brand influence is the most influential factors based on
this model since the highest Beta value compares to others variables.
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Paired Sample t-Test

Table 7. Paired Sample Statistics

MEAN N Std Deviation Std. Error Mean
Pair 1
Customer Preference (Local) 3.5069 384 0.7932 0.04048
Customer Preference 3.5143 384 0.8411 0.04292
(International)
Pair 2
Brand Influence (Local) 3.3999 384 0.8570 0.04373
Brand Influence 3.5335 384 0.9302 0.04747
(International)
Pair 3
Product Quality (Local) 3.7531 384 0.8603 0.04390
Product Quality 3.8286 384 0.9005 0.04596
(International)
Pair 4
Service Quality (Local) 3.3646 384 0.8847 0.04515
Service Quality 3.4991 384 0.8943 0.04563
(International)
Table 8. Paired Sample t-Test
Paired Difference t df Sig.
Mean Std. Std. 95% Confidence (2-
Deviatio Error Interval of tailed)
n Mean Difference
Lower Upper
Customer
Preference
Local — - 0.3323 0.0170 -0.0407 0.025 -0.435 38 0.664
International 0.007 6 3
4
Brand Influence
Local — - 0.4068 0.0208 -0.1744 - -6.434 38 0.000
International 0.133 0.092 3
6 7
Product Quality
Local — - 0.3104 0.0158 -0.1067 - -4.768 38 0.000
International 0.075 0.044 3
5 4
Service Quality
Local — - 0.4130 0.0211 -0.176 - -6.384 38 0.000
International 0.134 0.093 3
6 1
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Table 7 and Table 8 showed the paired sample statistic and paired sample t-test for all
variables in this study towards local and international F&B franchise. Based on both tables above,
customer preference was not significance towards local and international F&B franchise since the p-
value is 0.664 which more than 0.01. However, brand influence, product quality, and service quality
are three factors which significant towards local and international F&B franchise since the p-value is
0.000. In result, brand influence, product quality, and service quality are three variables that have a
significant relationship either in local and international F&B franchise.

Discussion and Managerial Implication

The first objective is to identify the most influential factors for customer preference towards
local and international food and beverage in Malaysia. Based on multiple regression analysis, the
researchers surprise that customer preference towards local and international food and beverage in
Malaysia are mostly influenced by brand compare to product quality and service quality. Therefore,
the researchers justify that customers prefer to buy the products especially F&B that have a great
reputation in brand name either in local or international F&B franchise. This can be supported by the
review from Puccinelli, Goodstein, Grewal, Price, Raghubir and Steward (2009) stated that customers
tend to be influenced by-products brand name when doing purchasing process.

The second objectives are to compare the factors influence customer preference towards
local and international food and beverage in Malaysia. Based on the result from paired sample t-test,
it can be supported all the hypothesis in this study which indicated that brand influence, product
quality, and service quality have a significant relationship with customer preference towards local
and international food and beverage in Malaysia. Besides, this results showed that three factors are
similar to influence customer preference both in local and international F&B in Malaysia.

For brand influence, the researchers justify by providing the great example for the local F&B
franchise which is Secret Recipe and the international F&B franchise which is Starbucks. Both F&B
franchise has great name reputation among Malaysian which indicated that the brand name can
influence customer preference. This can be supported by the study from Puccinelli et al. (2009))
stated that customers tend to be influenced by-products brand name when doing purchasing process.

Despite for product quality, the researchers justify those aesthetics especially taste is
important for F&B products. This can be explained that product quality for F&B products are vital for
local and international F&B franchise in Malaysia. Therefore, this can be supported by the finding
from Jahanshabhi et al. (2011) and Suchdnek et al. (2014) found out that high product quality capable
to increase customer preference towards local and international F&B franchise.

Lastly, the researchers justify that service quality is similar and influence local and
international F&B franchise due to service quality can be a motivator to make customers enjoy their
meal both in local and international F&B franchise. This can be supported by the review from
Sureshchandar, Rajendran, and Anantharaman (2002) stated that service quality is important for
every industry due to customers satisfaction can be achieved through the services provided by the
company for customers.

There are several limitations in this study. Therefore, the researchers recommended that
future research to include moderator and mediator variables in the study. The mediator such as
satisfaction might affect the customer preference by interpreting the relationship between within
the individual variables and the dependent variable. Besides, respondents’ characteristics can be
influential factors towards the direct relationship between variables examined. Moreover, others
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variables such as price, and environmental factors can be identified towards customer preference for
local and international F&B franchise in Malaysia for future study as well.

In nutshell, brand influence, product quality, and service quality are three important factors
to influence customer preference towards local and international F&B franchise in Malaysia. This
indicated that F&B franchisee either from local or international that ran a business in Malaysia need
to pay attention for these three factors. Moreover, brand influence is the most influential factors
based on the finding of study eboth for local and international F&B franchise in Malaysia. This
explained that brand name reputation is important for sustain market share in F&B industry in
Malaysia.
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