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Abstract

Purpose: The aim of this study was to investigate the antecedents of consumers’ purchase intention
toward local dairy products. In doing so, this article delves into the relationships between perceived
quality, perceived price, customer satisfaction, brand image, and customer purchase intention in the
context of developing countries.

Methodology: Drawing on the stimulus-organism-response (SOR) framework, the research model
was tested using the partial least squares structural equation modeling (PLS-SEM) technique with
a questionnaire applied to 731 respondents from Saudi Arabia.

Findings: The results showed that perceived quality, consumer satisfaction, and brand image have
a positive impact on purchase intention, whereas perceived price could not explain purchase inten-
tion. Moreover, consumer satisfaction and brand image appeared to significantly mediate the relation-
ships in the research model.

Research limitations: This article studies a specific country and local dairy consumption. One
should be careful when generalizing the results to other food and country contexts.
Originality/value: This study investigates consumer purchase intention specifically toward local dairy
products, which was a matter underexplored in the literature as opposed to studies on a variety of
other local products. Moreover, the article contributes to an extension of the SOR framework onto
the body of literature regarding local products.
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Introduction

Over the recent decade, globalization has contributed to enormous changes in consu-
mer preference for purchasing local or imported products. The improvement of world
trade liberalization opened new markets and new opportunities for companies to
distribute their products across several countries and drown the markets with various
local and foreign products. Generally, foreign products refer to products distributed
on a global scale and owned by foreign entities, while local products refer to products
owned and distributed domestically (Winit et al., 2014). Previous research has revealed
that both foreign and local products affect consumer preferences by country context
(Yen, 2018). For example, in developed countries, consumers perceive local products
as having better quality than their foreign counterparts. On the other hand, the litera-
ture posits that consumers in developing countries tend to buy foreign products for
motivations such as material consumption, status, and prestige (Sharma, 2011).

The debate on whether a consumer prefers a local or foreign product is centered on
various norms of country-of-origin (COO) effects such as the theory of ethnocentrism
(Dutta et al., 2017; Baran, 2018; Prince, 2020), animosity (Souiden et al., 2018; Abrar
et al., 2019), and consumer patriotism (Sharma, 2011; G6tze and Brunner, 2019). The
COO effect provides a bidirectional explanation for consumption patterns. Accordingly,
either consumers support local products for such reasons as national pride, perception
of freshness, and contribution to the country’s economy or they have a strong prefe-
rence toward foreign brands for such reasons as status, prestige, and quality perception
(Winit et al., 2014; Baran, 2018).

The COO effect may arise in favor of foreign products in some cases and in favor of local
products in other. One of the best examples of local product cases is dairy consump-
tion. Nielsen’s (2017) Global Brand-Origin Report shows that the most preferred local
product category is dairy products, with 54%. Identifying antecedents of consumer
purchase intention is essential for researchers as it allows for the development of
appropriate strategies for brands (Ali et al., 2018). However, despite the growing interest
in local food consumption, studies on antecedents of purchasing local dairy products
remain limited (Bousbia et al., 2017; Boubker and Douayri, 2020). At the same time,
it appears that existing studies offer no comprehensive results while the literature
lacks theory-driven research on local dairy products. Thus, in an effort to fill this research
gap, this article aims to examine antecedents of purchase intention toward local dairy
products in the context of Saudi Arabia, a developing country. To do so, we adopted the
stimulus-organism-response (SOR) framework to address the research gap. Following
the SOR theory, when a consumer is exposed to a variety of product characteristics,
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this stimulation can affect the consumer’s psychological responses, and subsequently
his or her purchasing decision or intention (Alam and Noor, 2020). Accordingly, we
suggest that perceived price and perceived quality — frequently used local product
characteristics (Shi et al., 2016) — are the main stimuli for local dairy products. Simi-
larly, we identified brand image and customer satisfaction to measure the internal
state of the consumer. Finally, purchase intention toward local dairy products repre-
sents the response to the stimulus and the organism. In this sense, the research
questions this article seeks to answer are:

RQ1. What is the relationship between perceived quality (S), perceived price (S),
customer satisfaction (O), brand image (O), and purchase intention (R)?

RQ2. Do customer satisfaction (O) and brand image (O) mediate the relationship
between perceived quality (S), perceived price (S), and purchase intention (R)?

The case and object of the research — namely Saudi Arabia as a developing country
and dairy products — are justifiable in several respects. Shi et al. (2016) state that in
developing countries, foreign brands are preferred more in anticipation of social status
and prestige. However, as we mentioned above, consumer preferences in dairy products
favor local products. Moreover, the preference rate for local dairy products is 69% among
Saudi consumers, which is above the global average (Arab News, 2018). Second, Saudi
Arabia is one of the countries that rely heavily on dairy imports (OECD and FAQO,
2018) and there are many foreign dairy brands present in stores besides local brands.
Considering Saudi Arabia’s high level of income and spending on imported food, we
regard it as a reasonable developing country case.

This article contributes to the literature in a few ways. This article advances the under-
standing of purchase intention by extending the SOR theory to local dairy consump-
tion for the first time. Second, the presented study is one of the few limited studies
addressing local food consumption in the Saudi Arabian context (Hussein and Hassan,
2018; Hasan and Sohail, 2020). Moreover, the factors affecting the purchase intention
of Saudi consumers toward local dairy products remain underexplored.

The remainder of this article will proceed as follows. The second section will outline
the conceptual background and formulate research hypotheses. Then, the third section
will provide methodological aspects such as data collection and measurements. The
results will be given in the fourth section and discussed in the fifth section by high-
lighting the managerial and theoretical implications. Finally, the sixth section will
conclude and present limitations and possibilities of future research.
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Conceptual Background and Hypotheses Development

The SOR Theory

According to the SOR theory developed by Mehrabian and Russell (1974), stimulus
(S) refers to variables that affect the internal state of consumers recognized as an
organism (0O), ultimately evoking observable responses (R; Xiao et al., 2019; Alam and
Noor, 2020).

In the initial SOR framework, stimulus serves as any environmental hint such as
product quality, prices, packages, or promotions that provoke hedonist responses of
consumers through that environment (Eroglu et al., 2001; Liang and Lim, 2020). Pre-
vious studies considered perceived quality and perceived price as elements of environ-
mental cues (Yen, 2018; Alam and Noor, 2020; Liang and Lim, 2020). For instance, Yen
(2018) uses price and quality as environmental stimuli to investigate the consumer
purchase intention in local products in developing countries. On the other hand, an
organism may pertain to psychological states mediating between stimuli and the final
responses of individuals (Liu et al., 2016). Since this inner state includes perceptual,
physiological, and feeling activities, it is justifiable to conceptualize customer satis-
faction and image as an organism, as proposed in the past literature (Famiyeh et al.,
2018; Alam and Noor, 2020). Finally, response serves as the final outcome of individ-
ual actions, which can reflect positive or negative behavioral responses (Famiyeh et
al., 2018). Purchase intention has been investigated in various studies as a response
(Xiao et al., 2019; Suparno, 2020).

We adopted the SOR theory in this study to investigate purchase intention toward
local dairy products in Saudi Arabia (see Figure 1). The application of this framework
is considered sensible since it has previously been used to discuss purchase intention
for different products and domains (Liu et al., 2019; Suparno, 2020), and it offers
a structured manner for our study.

Perceived Quality

Perceived quality refers to “the consumer’s judgment about the superiority or excellence
of a product” (Zeithaml, 1988). Previous research established that perceived quality
is a crucial factor in building consumer satisfaction (Su et al., 2019; Samudro et al.,
2020). For instance, Sumaedi et al. (2011) demonstrate that consumers can be satisfied
if the service they received exceeds their expectations. On the other hand, some
interesting findings addressing the perception of quality also appeared in the literature,
for instance in Hamin et al. (2014). Accordingly, in developed countries, consumers
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perceive local products as better quality than foreign products (Hamin et al., 2014).
Similarly, local products, which are considered to be of higher quality in developing
markets, increase the purchase intention of consumers (Yen, 2018).

In parallel, the association between perceived quality and brand image is also well
established (Ali et al., 2018; Alkhawaldeh et al., 2020). Moreover, perceived quality
represents a perception or aggregate emotions concerning a brand (Chakraborty, 2019).
It assists in brand expansion, influences consumers to pay an immense amount of
money for a product or service, offers a special position to the brand among other
brands, and is the crucial cause for the purchase of a product or service (Aaker, 1991).
The empirical results of Ali et al. (2018) hint that the halal (“permissible”) brand image
is significantly influenced by perceived brand quality. Thus, offering higher service
quality is a good opportunity for local businesses that want to strengthen their brand
image. The relationship between perceived quality and purchase intention was also
been investigated. Scholars note that purchase intention is the decisive outcome
of perceived quality (Liu et al., 2016; Ali et al., 2018; Yen, 2018). As stated by Yen (2018),
perceived quality is the key factor that influences purchase intention, regardless of
whether it refers to a local or imported product. Similarly, Ali et al. (2020) observe
that perceived quality fosters consumer intention to buy from halal brands. Thus, this
research proposes the following hypotheses:

H1: Perceived quality has a positive effect on customer satisfaction.
H2: Perceived quality has a positive effect on brand image.
H3: Perceived quality has a positive effect on purchase intention.

Perceived Price

Price is considered a pecuniary sacrifice for achieving a product (Zeithaml, 1988).
Zeithaml (1988) proposes that individuals prefer not to estimate the thematic price of
a product. Alternatively, consumers perceive the price by matching thematic price to
reference price, which yields significant results (Zeithaml, 1988). Therefore, in this study,
we posited that the perceived price is the consumer perception of a pecuniary sacrifice
for attaining a product or service.

Commonly, consumers will not purchase a product if the price they have to pay is too
high than what they will receive (Adi et al., 2019). In developing countries, consum-
ers tend to perceive local products as having reasonable and depressed prices; this
perception leads them to purchase local products and ignore imported products (Yen,
2018). According to Muskat et al. (2019), the perceived price can be deliberated by the
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suitability of the price to be driven. Therefore, the further reasonable or depressed the
price of local products, the further satisfied the customer by the price of a product
(Sumaedi et al., 2011). Similarly, Adi et al. (2019) demonstrate that perceived price
positively influences customer satisfaction. Sumaedi et al. (2011) explore the impact
of perceived quality and price on students’ satisfaction. Their results show that stu-
dents’ perceived price is a strong predictor that affects students’ satisfaction.

In the same vein, many studies addressed the effects of perceived price on brand image
(Jin et al., 2012; Alhaddad, 2014; Dib and Awad Alhaddad, 2015). With the data collected
from Toyota car consumers in Indonesia, Setiawan et al. (2016) examine the influence
of price fairness on brand image and purchase intention. Their findings reveal that
price fairness has a significant impact on brand image. Generally, when consumers
sense that the prices provided are suitable and reasonable, they will constantly recall
the brand at any time they make a purchase (Dib and Awad Alhaddad, 2015; Setiawan
et al., 2016). Thus, if the perceived price of a local brand is reasonable then it can lead
consumers to select local brands rather than competing foreign brands.

The mediating element between perceived price and purchase intention was also the
subject of studies. Many studies mention that purchase intention is a critical outcome
of perceived price (Kim et al., 2012; Lien et al., 2015; Yen, 2018). Kim et al. (2012)
examine the effect of perceived price and trust in customer purchasing decisions in
online shopping. Their findings show that perceived price significantly influences
consumer purchase intention. The empirical study of Yen (2018) demonstrates that
perceived price correlates with consumer eagerness to buy local products. Consumers
may wish to purchase local dairy products if they perceive them as having a reason-
able price. Thus, this research proposes the following hypothesis:

H4: Perceived price has a positive effect on customer satisfaction.
H5: Perceived price has a positive effect on brand image.
H6: Perceived price has a positive effect on purchase intention.

Customer Satisfaction

Satisfaction is the level of harmony between willingness and the actuality perceived
from the perspective of consumer experience (Howard and Sheth, 1969). Given that con-
sumers build expectations before purchasing a specific product, it is obvious that they
will compare the perceived performance after consumption with their expectations
(Kardes et al., 2011). At this point, satisfaction derives from the confirmation of these
expectations, which implies that satisfied customers continue to purchase. A large
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body of literature has examined the relationship between satisfaction and purchase
intention (Ali et al., 2018; Chen and Lin, 2019; Watanabe et al., 2019). Hossain et al.
(2018) indicate that customer satisfaction positively affects purchase intention con-
cerning consumer response toward QR codes. Ali et al. (2020) report that satisfaction
from halal brand products is an important antecedent of purchase intention. In the
same pattern, Watanabe et al. (2019) elucidate that customer satisfaction positively
affects purchase intention. Thus, we propose the following hypothesis in the context
of local dairy products:

H7: Customer satisfaction has a positive effect on purchase intention.

Brand Image

Brand image alludes to a consumer’s mental image of a brand that correlates with the
offer, and it includes a symbolic understanding linked to the appropriate characteris-
tics of the brand (Ali et al., 2020). Brand image plays a pivotal role in enabling con-
sumers to distinguish products or services from their counterparts (Chen et al., 2020).
When a consumer appraises the local product before purchase, the image of local
products usually gives an outer cue that may directly or indirectly influence purchase
intentions. As suggested by the existing literature (Ali et al., 2018; Lee and Lee, 2018;
Yen, 2018), if local products contain a high brand image, consumers may prioritize
their purchase. Similarly, Chen et al. (2020) suggest that enhancing products’ brand
image as eco-friendly leads to increased purchase intention of consumers. Thus, this
research suggests the following hypothesis:

H8: Brand image has a positive effect on purchase intention.

The Mediating Role of Customer Satisfaction and Brand Image

As mentioned earlier, since the organism mediates the relationship between stimuli and
responses (Bagozzi, 1986; Liu et al., 2016), the SOR model can justify the examination
of the mediating effect of customer satisfaction and brand image. When reviewing the
literature, we observed that customer satisfaction mediates the relationship between
quality and purchase intention (Bello et al., 2020). Rajaguru (2016) found that service
quality in airlines increases the satisfaction level of passengers, which results in a posi-
tive influence on behavioral intention. Likewise, Ali et al. (2018) explore purchase intention
in halal products as the result of perceived quality, which shows that customer satisfac-
tion indirectly enhances this relationship. Regarding perceived price, Rajaguru (2016)
notes that monetary value positively affects behavioral intention via passenger satisfaction.
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The empirical findings also confirm the mediating role of brand image in the consumer
research literature (Ali et al., 2018; Alam and Noor, 2020). Alkhawaldeh et al. (2020)
address the mediating role of brand image in the field of higher education, taking into
account its antecedents and outcomes. In the context of the halal brand, Ali et al. (2018)
report that perceived quality builds brand image and encourages consumers to purchase
intention. Similarly, Setiawan et al. (2016) highlight the direct and indirect effect of
brand image on purchase intention, with a focus on price fairness. Considering these
findings, we propose to further examine the effect of perceived price and perceived
quality on purchase intention through brand image. As such, this study examined the
mediating effect of customer satisfaction and brand image in the context of local dairy
products based on the following hypotheses:

H9a: Customer satisfaction mediates the relationship between perceived quality
and purchase intention.

H9b: Customer satisfaction mediates the relationship between perceived price
and purchase intention.

H10a: Brand image mediates the relationship between perceived quality and
purchase intention.

H10b: Brand image mediates the relationship between perceived price and
purchase intention.

Figure 1. Research model

Response

Customer
Satisfaction
(H9a-H9b)

Perecived Price

Brand Image
(H10a-1T10b)

Source: own elaboration.
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Research Method

Sampling and Data Collection Process

In this study, target respondents were consumers living in Saudi Arabia. To increase
the response rate, the respondents were targeted with the snowball sampling technique
via a web-based questionnaire. The questionnaire was first distributed to students
studying at Al Jouf University. Data was then collected over the March 2019 period.
As suggested by recent developments (Hair et al., 2016), a priori power analysis was
employed to find out the required minimum sample size. Using G*Power software
(v.3.1.9.2), the minimum sample size was found to be 85 at a statistical power level of
0.80, the medium effect size (0.15) — with the significance level of 0.05 (Faul et al.,
2007). After careful investigation, 731 valid responses were analyzed in this study as
final data, after discarding incomplete and suspicious responses (i.e. straight-lining,
zigzag patterns; Memon et al., 2020). Therefore, the final dataset was considered suffi-
cient to investigate the proposed model. As Table 1 presents, the majority of respondents
were women (67%) who have an undergraduate degree (68.9%), are aged 20-29 (61.1%),
and have an income of less than 3000 SR (63.2%).

Table 1. Profile of respondents

Demographic Characteristics Frequency Percentage
Gender
Male 241 33.0
Female 490 67.0
Education
High school 142 19.4
College 61 8.3
Bachelor’s 504 68.9
Postgraduate 24 3.3
Age
Less than 20 years 137 18.7
Between 20—-29 447 61.1
Between 30—39 69 9.4
Between 40—49 63 8.6
Between 50—-59 15 2.1
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Income Level (in SR)

Less than 3000 462 63.2
Between 3000—5000 68 9.3
Between 5001—-7000 39 5.3
Between 7001-9000 38 5.2
Between 9001-12000 43 949
Over than 12000 81 111

Note: SR denotes Saudi Riyal.
Source: own elaboration.

Finally, the non-response bias was also examined to uncover any systematical differ-
ence between the responses of the respondents (Armstrong and Overton, 1977). To
examine this issue, two waves were created from the participants: early (n = 90) and
late (n = 90) responses. No significant difference was identified between these waves
with the independent t-test, thus confirming that there was no concern of non-response
bias (p > 0.05, n = 731; Gannon et al., 2020).

Measurement

The scales of the study were adapted from the previous research. Perceived quality
and perceived price were drawn from Yen (2018). We examined customer satisfaction
with five items taken from Aaker (1991) and Dai et al. (2015). Moreover, brand image
was measured by using a five-item scale from Lien et al. (2015). Finally, we measured
purchase intention toward local dairy products adapted from Yen (2018). When opera-
tionalizing constructs, items were slightly modified to the context of local dairy pro-
ducts. Since all scales are available in English, they were translated into Arabic by two
native Arabic language experts using back translation method (Brislin, 1970). Then,
through pre-testing, a small group of consumers confirmed — after minor corrections
— that the items were understandable as intended and that there was no ambiguity.
Each item was measured on a five-point Likert scale: from 1 = “completely disagree”
to 5 = “completely agree.” Appendix A1 in the appendix outlines the construct items.

Common Method Bias

In self-report survey-based research, the common method bias (CMB) may inflate the
estimated relationships. To identify any risk of the CMB, we first performed a full
collinearity test proposed by Kock and Lynn (2012), regressing a random dummy
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variable on all research constructs. As Table 2 shows, the variance inflation factor
(VIF) estimates were lower than 3.3, thus indicating that there was no pervasive threat.
Through Harman’s single-factor test, we confirmed that the CMB was not a serious
issue because no single factor was extracted, and the variance of the unique factor
explained was only 41.51% of the total variance (Gannon et al., 2020; Memon et al., 2020).

Table 2. Full collinearity test results

PQ PP SAT BRI PUI
VIF 2.369 1.547 2.364 2.344 1.708

Note. PQ = Perceived quality, PP = Perceived price, SAT = Customer satisfaction, BRI = Brand image, PUl = Purchase
intention.

Source: own elaboration.

Data Analysis and Findings

In the analysis of the proposed model, a partial least squares structural equation
modeling (PLS-SEM) approach was employed using SmartPLS (v.3.3.2). The use of the
PLS-SEM approach was justifiable for three reasons. First, the PLS-SEM has higher
statistical power in examining hypothesized relationships. Second, it generates a more
robust output for indirect effects than ordinary regression analysis (Sarstedt et al.,
2020). Finally, it successfully handles complex models with large sample sizes (Alam
and Noor, 2020; Hair et al., 2019). In the PLS analysis, we followed the two-stage
procedure consisting of measurement and structural model evaluation (Ramayah
et al., 2018).

Although PLS-SEM does not have a normal distribution assumption, normally dis-
tributed data gives more accurate results (Hair et al., 2019). This study examined data
normality with indicators of skewness and kurtosis. Because the skewness and kur-
tosis values of the items ranged between -2 to +2, the normality of the data was not
a cause for concern (Nisar et al., 2021).

Measurement Model Assessment

The measurement model is related to internal consistency, convergent validity, and
discriminant validity. Cronbach’s alpha and composite reliability (CR) are employed
to measure the internal consistency of the constructs. According to Hair et al. (2019),
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Cronbach’s a coefficient reflects the lower bound of constructs’ internal consistency,
while CR shows the upper bound. As Table 3 depicts, our study achieved a satisfactory
reliability level because Cronbach’s o and CR values exceeded the threshold of 0.70
(Gilal et al., 2020; Liu et al., 2019).

Convergent validity should be examined using outer loadings (> 0.708) and the aver-
age variance extracted (AVE) of constructs (> 0.50; Hair et al., 2016). As Table 3 shows,
four items were below the acceptable threshold. However, since the AVE values were
above the desired threshold, these items were not discarded and convergent validity
was established (Ramayah et al., 2018).

Table 3. Measurement model assessment

Constructs Items Loadings  Cronbach’s o CR AVE
Perceived Quality PQl 0.628 0.86 0.893 0.545
PQ2 0.680
PQ3 0.797
PQ4 0.786
PQ5 0.758
PQ6 0.722
PQ7 0.780
Perceived Price PP1 0.903 0.748 0.858 0.674
PP2 0.910
PP3 0.615
ggflts‘]’cg‘cetfon SAT1 0.879 0.852 0.893 0.629
SAT2 0.882
SAT3 0.844
SAT4 0.700
SATS 0.625
Brand Image BRI1 0.831 0.871 0.907 0.661
BRI2 0.835
BRI3 0.797
BRI4 0.757
BRI5 0.840
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Purchase Intention PUIl 0.893 0.898 0.936 0.831
PUI2 0.941
PUI3 0.901

Source: own elaboration.

In the last step, we checked for discriminant validity by applying both Fornell’s and
Larcker’s (1981) criterion and the heterotrait-monotrait (HTMT) ratio. Although the
extant literature relies heavily on Fornell’s and Larcker’s (1981) criterion, Henseler et
al. (2015) has recently proposed the HTMT ratio as a more robust tool in ensuring
discrimination validity. As Table 4 reveals, both procedures established the discrimi-
nant validity of our constructs.

Table 4. Results of the discriminant analysis

Fornell-Larcker criterion Heterotrait—monotrait ratio (HTMT)
PQ PP SAT BRI PUI PQ PP SAT BRI PUI
PQ 0.738 ]
PP 0520 0.821 0.640 [N

Constructs

SAT 0.663 0497 0.793 0.745 0581 -
BRI 0686 0549 0655 0.813 0782 0672 0729 -
PUI 0552 0371 0608 0514 0911 0632 0445 0674 0578 -

Source: own elaboration.

Structural Model Assessment

In the PLS-SEM, the structural model evaluation is based on the R? (coefficient of
determination), f* (effect size), Q? (predictive relevance), and the estimation of path
coefficients (Hair et al., 2016). Table 5 shows that the proposed model explained 47.1%
of the variance of customer satisfaction and 52.1% of brand image. Moreover, ante-
cedents of purchase intention were responsible for 41.4% of the variance. Thus, we
were able to conclude that the model yielded satisfactory explanation power as the
existing literature considers values above 0.20 significant in consumer research (Hair
et al., 2016). Next, f* measures the magnitude of the change in R? if any construct is
removed from the model (Hair et al., 2019). Cohen (1992) assigned the cut-offs of 0.02,
0.15, and 0.35 for small, moderate, and large effects, respectively. Table 6 shows that
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two large effects and five small effects were observed in seven significant paths.
Moreover, the predictive ability of the model was measured by Stone-Geisser’s
Q? value. Since Q?* values were greater than zero, we inferred that the research model
had sufficient predictive relevance (Hair et al., 2019; Memon et al., 2020; see Table 5).

Lastly, the goodness-of-fit (GoF) of the model was calculated using the global GoF
metric (Tenenhaus et al., 2005). As we may see in Table 5, a satisfactory model fit was
achieved as the GoF value was higher than the cut-off of 0.36, thus indicating a large
effect (Chen and Lin, 2019). Moreover, the standardized root mean square residual
(SRMR) index was below 0.08, confirming satisfactory model fit (Hair et al., 2016).

Table 5. Results of the prediction power

Hypothesis R? Q? GoF value SRMR

Perceived Quality

Perceived Price

Customer Satisfaction 0.471 0.286 0.548 0.075
Brand Image 0.521 0.339
Purchase Intention 0.414 0.339

Source: own elaboration.

As Table 6 shows, since the variance inflation factor (VIF) values were below 3 — indi-
cating that multicollinearity is not a critical issue — we proceeded to examine the
significance of path coefficients (Hair et al., 2019). In the examination of the hypothe-
sized relationships, the bootstrapping procedure was applied using 5000 resamples
(Hair et al., 2016). Table 6 and Figure 2 provide the outputs of the hypotheses testing.
Accordingly, seven of the eight hypotheses were accepted. In particular, perceived
quality showed to have a positive impact on consumer satisfaction (8 = 0.554, p < 0.01),
brand image (§ = 0.549, p < 0.01), and purchase intention (f = 0.217, p < 0.01). More-
over, perceived price showed to have a positive impact on consumer satisfaction
(f = 0.209, p < 0.01) and brand image (# = 0.264, p < 0.01). However, the effect of per-
ceived price on purchase intention was found to be insignificant (# = 0.005, p = 0.907).
Therefore, unlike the supported H4 and H5, H6 was rejected. The outputs also con-
firmed that the impact of both customer satisfaction (8 = 0.392, p < 0.01) and brand
image (# = 0.106, p < 0.05) on purchase intention were significant, providing support
for H7 and HS.
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Table 6. Results of hypotheses testing

Bias

Hypotheses p SE  t-statistics p-value Corrected Decision Vi VIF
Cl (95%)
[0.484,

H1: PQ—SAT  0.554 0.034 16.355 0.000 0.616] Supported 0.423 1.371
[0.480,

H2: PQ—BRI 0.549 0.032 16.950 0.000 0.610] Supported 0.459 1.371
[0.115,

H3: PQ—PUl  0.217  0.051 4.252 0.000 0.316] Supported  0.035 2.289
[0.140,

H4: PP-SAT  0.209 0.036 5.849 0.000 0.282] Supported 0.060 1.371
[0.180,

H5: PP-BRI  0.264  0.041 6.420 0.000 0.342] Supported  0.106 1.371
[-0.075, .

H6: PP—PUI  0.005 0.041 0.116 0.907 0.085] Rejected 0.000 1.547
[0.301,

H7: SAT—PUI  0.392 0.044 8.983 0.000 0.470] Supported  0.125 2.101
[0.015,

H8: BRI-PUI  0.106  0.047 2.288 0.022 0.199] Supported  0.008 2.324

Source: own elaboration.

Figure 2. Structural model output from SmartPLS 3.3.2
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Source: own elaboration in SmartPLS software.
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Mediating Effect Assessment

Further analysis was performed to examine the mediating effects through the bias-cor-
rected procedure of bootstrap confidence intervals with 5000 resamples (Ramayah et
al., 2018). In this method, lower limit (LL) and upper limit (UL) values of the confidence
interval should not contain zero for a significant mediating effect (Memon et al., 2020).
As Table 7 shows, customer satisfaction proved to mediate the impact of perceived
quality (H9a: g = 0.217, t = 8.497, CI: [LL = 0.169, UL = 0.268]) and perceived price
(H9b: g = 0.082, t = 4.744, CI: [LL = 0.051, UL = 0.120]) on purchase intention. Sim-
ilarly, brand image proved to mediate the effect of perceived quality (H10a: # = 0.058,
t = 2.232, CL: [LL = 0.008, UL = 0.110]) and perceived price (H10b: 8 = 0.028, t = 2.195,
CL [LL = 0.005, UL = 0.056]) on purchase intention. Hence, we confirmed that the
mediating effects are statistically significant.

Table 7. Results of mediating effect analysis

Bias
Hypotheses B SE t-statistics p-value Corrected Decision
Cl (95%)

[0.169,

H9a: PQ—SAT—PUI 0.217 0.026 8.497 0.000 0.268] Supported
[0.051,

H9b: PP—SAT—PUI 0.082 0.017 4.744 0.000 0.120] Supported
[0.008,

H10a: PQ—BRI—PUI 0.058 0.026 2.232 0.026 0.110] Supported
[0.005,

H10b: PP—BRI—PUI 0.028 0.013 2.195 0.028 0.056] Supported

Source: own elaboration.

Discussion

As section 4.2 delineates, our empirical results show that perceived quality has a sig-
nificant positive effect on consumer satisfaction, brand image, and purchase intention,
thus confirming H1, H2, and H3. These findings are consistent with prior studies (Ali
et al., 2018; Samudro et al., 2020; Yen, 2018). In their study on halal brands, Ali et al.
(2018) find that perceived quality affects brand image and customer satisfaction and
subsequently affects purchase intention. Yen (2018) reports that perceived quality is
the strongest predictor of purchase intention toward domestic products. This study
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recognized the role of perceived quality of local dairy products on customer satisfac-
tion, brand image, and purchase intention, which the existing literature neglected to
address so far. Therefore, we can infer that perceived quality is essential for a strong
brand image and high customer satisfaction, while subsequently for enhanced pur-
chase intention.

The research model attempted to reveal the role of the perceived price. Accordingly,
H4 and H5 are supported in the statement that perceived price has a significant posi-
tive effect on consumer satisfaction and brand image. These findings agree with pre-
vious studies (Adi et al., 2019; Setiawan et al., 2016). In the context of another product,
Setiawan et al. (2016) find that justifiable price positively affects brand image. Muskat
et al. (2019) highlight the importance of perceived price for increasing satisfaction.
These findings highlight the role of the perceived price of local dairy products to build
strong brands and strengthen customer satisfaction.

On the other hand, this study failed to find the significant effect of perceived price
on purchase intention posited by H6. Indeed, the effect of perceived price on purchase
intention in the literature is contradictory. For example, while some studies observe
a significant relationship between the two (Lien et al., 2015; Setiawan et al., 2016; Yen,
2018), another research stream (Jitrawang and Krairit, 2019; Muskat et al., 2019) finds
that perceived price does not drive purchase intention. As a possible explanation,
McKinsey’s survey report (2018) states that Saudi consumers attach more importance
to quality than price. Moreover, the existing literature suggests that consumers tend
to choose local brands — even if expensive — with motivations of supporting their
country’s culture and economy and consuming quality products (Winit et al., 2014).

Moreover, our empirical results suggest the positive impact of customer satisfaction
and brand image on purchase intention, thus confirming H7 and H8. These findings
agree with those obtained by Ali et al. and Watanabe et al. (Ali et al., 2018; Watanabe
et al., 2019). Ali et al. (2020) report the direct impact of brand image and customer
satisfaction on purchasing intention in the context of halal products. Accordingly,
consumers can continue to buy if their satisfaction levels are high. On the other hand,
brand image present in consumers’ minds enables them to distinguish local products
from their foreign counterparts. Saudi consumers encounter dozens of different brands
every day. If local products build a positive image in their eyes, they will be positively
driven by this in purchase decisions.

Furthermore, our findings elucidated the mediating effect that customer satisfaction and
brand image exert on the relationships investigated. The existing literature established
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the mediating role of brand image and customer satisfaction for various variables
(Bello et al., 2020; Chen et al., 2020; Li et al., 2020; Muskat et al., 2019). More recently,
Ali et al. (2020) have demonstrated the mediating effect of brand image and brand
satisfaction between perceived quality and purchase intention in the context of halal
milk brands. As mentioned earlier, the organism mediates the relationship between
stimuli and responses in the SOR framework (Bagozzi, 1986). In this sense, this study
confirms the mediating effect of customer satisfaction (O) and brand image (O) between
perceived quality (S) and perceived price (S) juxtaposed to purchase intention (R).

Conclusions

Theoretical Implications

This study focuses on antecedents of purchase intention toward local dairy products
in Saudi Arabia in the context of developing countries. Drawing on the SOR framework,
we examined the relationships between perceived price (S), perceived quality (S),
brand image (O), satisfaction (O), and purchase intention (R). Therefore, this study
adds to the existing literature on consumer purchase behavior of local products in
several ways.

Until now, research dealing with purchase intention toward local products focused
on factors such as consumer ethnocentrism, nationalism, and patriotism (Abrar et al.,
2019; Dutta et al., 2017). However, this study proposed a new model based on the SOR
theory by incorporating basic local product characteristics such as perceived quality
and perceived price with customer satisfaction and brand image. In this regard, this
is the first study to extend the SOR framework to the local dairy consumption litera-
ture, meaning that we applied the SOR theory in a new context. Moreover, this model
confirmed the mediating effect of customer satisfaction and brand image.

The developed-developing countries dichotomy attracted the attention of local and
foreign product consumption literature. Many studies investigate local product con-
sumption in developing and developed countries (Ali et al., 2018; G6tze and Brunner,
2019; Shi et al., 2016). In this regard, this study is one of the few studies focusing on
the consumption of local products in the Saudi Arabian context (Hasan and Sohail,
2020; Hussein and Hassan, 2018). Moreover, it is the first attempt to investigate the
purchase intention of Saudi consumers for local dairy products.
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Managerial Implications

The results offer managerial implications to marketers, local dairy producers, and retailers
in Saudi Arabia. Saudi Arabia is a developing market where both local and foreign
dairy products appear, and competition is intense. Under such conditions of fierce com-
petition, firms should understand why consumers prefer domestic or foreign products
in order to develop effective marketing strategies. Therefore, this study advances the
understanding of consumer purchase intention for companies in the market.

This research shows that the low perceived quality clearly affects consumer purchase
intention. Nevertheless, ignoring local dairy brands’ perception of quality could have
dire consequences for their sales. Local firms should increase their attention to per-
ceived quality so as to improve purchase intention toward local dairy products, thus
increasing market share. In order to increase the sales of foreign dairy products,
marketers can develop new market penetration strategies such as promotion, free
product experience, and increase in the perception of product quality, while seeking
to reduce the visibility of the country of origin.

Noteworthy, perceived quality is also important in terms of enhancing customer satis-
faction and brand image as it boosts purchase intention (Ali et al., 2018). On the other
hand, perceived price does not directly affect the purchase intention of consumers.
Therefore, local and foreign producers and retailers should not base their marketing
strategies on low prices. However, we should not forget that the desired perceived
price will contribute to increasing consumer purchase intention by enhancing customer
satisfaction and brand image. Foreign firms should create communication campaigns
that reinforce the perceived quality perception instead of sales promotion. If foreign
brands create a strong quality perception, it can lead to greater competitive advantage
and increased profitability in the Saudi Arabian market. In this respect, our findings
may help firms to maximize their profits.

Limitations and Future Research

There are limitations to our study that should be addressed in future studies. This
study’s sample gathered relatively young and educated consumers from Al-Jouf, one
of the largest cities in the north of Saudi Arabia. Furthermore, the findings reflect
local dairy consumption preferences. Therefore, we should be careful when generaliz-
ing these study results to other food categories. As we mentioned above, in developed and
developing countries, local product preferences and attitudes may change. Therefore,
future research should provide fresh insights by comparing local dairy consumption
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in developing and developed countries with methods such as multi-group analysis. On
the other hand, this study used perceived quality and perceived price as stimuli and
customer satisfaction and brand image as organisms. We recommend that future studies
consider other factors such as perceived value. What is also worth further examination
is the role of materialism in dairy consumption in the context of developing countries
as materialistic feelings are increasing in developing countries (Shi et al., 2016). Finally,
this study examined consumer purchase intention built on a research model through
a cross-sectional design. The use of different qualitative and quantitative analyses in
the future may provide different insights into local product consumption.
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Appendix
Appendix AL. Measurements and sources

Measurement Items Sources
Perceived Quality (PQ) (Yen, 2018)
PQ1: It is elegant to use local dairy products.
PQ2: It is attractive to use local dairy products.
PQ3: Local dairy products are of good quality.
PQ4: The material used in local dairy products is of good quality.
PQ5: Local dairy products are flawless.
PQ6: Local dairy products are durable.
PQ7: Local dairy products are reliable.
Perceived Price (PP) (Yen, 2018)
PP1: The price of local dairy products is considerable money to spend.
PP2: The price of local dairy products is much more than | expected.

PP3: In general, | find using local dairy products would cost me considerably
money.

(Aaker, 1991;
Dai et al., 2015)

Customer Satisfaction (SAT)

SAT1: | feel satisfied with local dairy products.

SAT2: | feel delighted with my experience with the local dairy products.
SAT3: The local dairy products meet my expectations.

SAT4: | would buy the local dairy product on the next opportunity.
SAT5: | would recommend the local dairy product to others.

Brand Image (BRI) (Lien et al., 2015)
BRI1: The brand of local dairy products is reliable.

BRI2: The brand of local dairy products is attractive.

BRI3: The brand of local dairy products is pleasing.

BRI4: The brand of local dairy products is a social status symbol.

BRI5: The brand of local dairy products has a good reputation.

Purchase Intention (PUI) (Yen, 2018)

PUIL: The likelihood that | would pay for local dairy products is high.

PUI2: My willingness to buy local dairy products is very high.

PUI3: In the near future, | would consider purchasing local dairy products.

Source: own elaboration of the literature.
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