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Abstract 
 

The association between merchants and customers is much more complex nowadays as a result of high 
customers' expectations. Hence, more companies are focusing on establishing consumer dialog and 
participation as a powerful means of establishing firm performance. To address the issue, this research aims 
to develop and test a version to scrutinize the effect of customer involvement on brand equity among SMEs. 
This study employed the theory by Thibaut & Kelley on social exchange to explain the interactions between 
customer-service providers in terms of value co-creation. Based on a sample of 548 customers from SMEs, 
results reveal that formation seeking, responsible behavior, and personal interaction have a statistically 
significant influence on brand equity. The results of this study make a significant input to the present 
literature on customer involvement in SMEs. However, the location of this study was conducted in Kuala 
Lumpur which marks the limitation and should be addressed by the next researchers.  
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1. Introduction 

The rapid growth in ICT (information and communication technologies) has encouraged more small 

and medium-sized enterprises (SMEs) to engage in service industries. Services industries have become the 

backbone of most countries and have a significant contribution to a nation’s economy (Oláh et al., 2018). 

SMEs play an important role particularly in providing employment opportunities, generating income for 

many households and producing an inclusive and balanced growth in Malaysia (SME Corporation 

Malaysia, 2012). As a result, various programs have been implemented to assist SME retailers to have 

better opportunities to grow. In 2014, a total of 133 programs are being implemented by the Government 

to develop SMEs with a financial commitment of almost RM7 billion which benefits to 484,000 SMEs 

(SME Corporation Malaysia, 2014). In a contrary perspective, SME enterprises especially owned by 

Bumiputera are facing many challenges to compete with the Large Format Growth stores such as Giant and 

Tesco (Ahmad et al., 2010). 
 

1.1. Literature review and hypotheses development 

1.1.1. Customer participation behavior and brand equity 

This study interprets co-creation value interest as a wide customer involvement in the co-creation 

and revamping of product or service (Kristensson et al., 2008). Fuat Firat et al. (1995) introduced the value 

co-creation concept as an extension of the concept of ‘customization’. The purpose of this concept is to 

increase business growth through business performance and client engagement by focusing on the buyer-

centric approach in a mass-customization process. Bendapudi and Leone (2003) provide empirical evidence 

that the presupposition of bigger flexibility beneath co-production can only appear if the consumer gets the 

know-how to co-create a service that is important to their attention. In this regard, this research is focusing 

on basic service retails by SMEs which are highly related to customers’ liking. Moreover, such positions 

can build a partnership between consumers and retailers in many ways, such as improving feedback from 

customers (Kelley et al., 1990), enhancing perceived client satisfaction (Bitner et al., 1997; Dabholkar, 

1990) and innovative service and developing new products (Matthing et al., 2004). 

Previous research such as Yi et al. (2011) has identified two categories of value co-creation behavior 

namely, customer participation and customer citizenship behavior. Customer participation behavior is 

important for value co-creation practice since it's considered an in-role behavior of the consumer without 

which co-creation practices are not possible (Shamim et al., 2015). As further mentioned by Yi and Gong 

(2013), customer participation behavior is personal interaction, information seeking, responsible behavior, 

and information sharing behavior. Meanwhile, customer citizenship behavior contains of tolerance, 

advocacy, feedback, and help is considered as extra-role behavior where customer acts beyond loyalty 

during the co-creation with the firm (Yi & Gong, 2013). It will be an added advantage for other customers 

and the firm to have further value co-creation if it is implemented (Shamim et al., 2015). Thus, the customer 

value co-creation behaviour (CVCB) is conceptualized as voluntary behavior that gives the firms and 

consumers’ extraordinary value (Yi et al., 2011; Yi & Gong, 2008).  

Researchers suggested that this approach is important for service retail studies as it emphasizes the 

awareness of the interrelated network of individuals together with organizations (Lusch et al., 2007). Under 

co-creation and value-creating processes, customer participation and involvement as a co-creator of value 
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will contribute to distinct customer experience (Payne et al., 2008). The purpose of co-creation is to enhance 

a business culture that concentrates on curiosity, cooperation, and communication; consequently, it 

contributes to the creation of new products and services (Lafley & Charan, 2008; Shaw et al., 2011). 

Similarly, Pine, and Gilmore (1999) offered for the experience of economic dimensions or traits, that is 

service experience must be tangible and could define the connection as well as the ecosystem of the 

relationship that unites customers with service that been delivered.  

In another theoretical concept, Dabholkar (1990) exploratory study found that co-creation activities 

acknowledge the customer as a functioning player in the practice of utilization and quality generation and 

recognizes customer involvement as a co-creator of experience. Besides, the importance of interactions 

between customer-service providers in terms of value co-creation was explained by social exchange theory 

(Thibaut & Kelley, 1959). The theory explains how co-created value for the customer develops with 

consumers which could raise relationships the consumer's loyalty and word of mouth in the sort of exclusive 

and personalized experiences. The result shapes the situation to draw a strong predictor of repetitive 

purchasing behavior (Bolton, 2011). According to Cheng et al. (2013), firms that are focused on the 

customer are those that ensure continuous delivery of superior value throughout the relationship life-cycle 

by offering customized products and services to its customers. 

New ideas in relationship marketing research show that customers are no longer become passive 

entities in value-creating interaction, but they co-jointly creates the offering made by firms, co-creates the 

value, co-produce and co-innovate with firms (Payne et al., 2008). Lemon et al. (2001) and Zaglia (2013) 

found that it is very helpful because it brings members closer together, exchanging ideas, developing mutual 

interests and increasing members’ affective connection towards the brand, and become crucial in brand 

selection. Even more, recent findings by Kristal et al. (2016) empirically found that co-creation has a 

beneficial impact on this new equity. Also, Millspaugh and Kent (2016) proposed that co-creation practices 

and positive interaction with customers lead to brand equity development of SME designer fashion 

enterprises. Based on the above discussion and findings, the following hypotheses are developed and Figure 

01 illustrated the conceptual model of this study.  

 

H1: There is a positive relationship between Information seeking (ISE) and the brand equity of 

retailer (BERE) 

H2: There is a positive relationship between Information sharing (ISH) and the brand equity of 

retailer (BERE) 

H3: There is a positive relationship between Responsible behavior (RESB) and the brand equity of 

retailer (BERE) 

H4: There is a positive relationship between Personal interaction (PRSI) and the brand equity of 

retailer (BERE)  
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Information Seeking(ISE)

Information Sharing(ISH)

Responsible 
Behavior(RESB)

Personal Interaction(PRSI)

Brand Equity of 
Retailer(BERE)

 
Figure 01.  The conceptual model 

   

2. Problem Statement 

The challenges faced by SME enterprises includes accessibility problems to finance assistance 

(Abdullah et al., 2009), inadequate working capital (Ekanem & Wyer, 2007), deficiency of human capital, 

lack of access to technology and innovation infrastructure (Dervitsiotis, 2003; Linnenluecke & Griffiths, 

2010), non-conducive government policies and stiff business competition particularly with large retail 

organizations (Saleh et al., 2008; Saleh & Ndubisi, 2006). According to scholars (Farsi, & Toghraee, 2014; 

Van de Vrande et al., 2009), numerous studies carried out on SMEs’ strengths and weaknesses in 

innovation, which require the practice of innovation approach. Furthermore, the development of social 

media has also highlighted major changes on how SME retailers should be innovative and cooperative to 

interact with their customers (Flavián et al., 2006). Prahalad and Ramaswamy (2000) proposed the idea of 

co-creation in the innovation field which is an extension of the experience marketing. Lusch et al. (2016) 

stated that this new phenomenon is led by the Service-Dominant Logic (S-D Logic) who focused on the 

effects of value co-creation of customers-service suppliers. 

The value co-creation process can improve retailers’ brand equity as it nurtures a ‘win-win’ situation 

for both retailers and customers (Zhang et al., 2015). It allows both retailers and customers to cooperatively 

contribute their skills and knowledge throughout service interactivity to obtain benefits (Vargo & Lusch, 

2004). Moreover, Grissemann and Stokburger-Sauer (2012) believes that co-creation can influence the 

brand equity of SME retailers because of the practice of customer-company interaction in larger businesses 

might be less intense and require other communication tools as compared to small enterprise. By 

implementing co-creation practices in SMEs daily operation, it may improve the self-enhancement aspects 

of consumers.  
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Earlier studies on SMEs retailers' validity found that a lot of small retailers have a deficiency of 

competitive advantage because of a lack of significant resources (Roslin & Melewar, 2008). But 

simultaneously SMEs have the behavioral advantages of versatility, agile to change and decision making 

(Dominguez & Mayrhofer, 2017; Nieto & Santamaría, 2010). Therefore, retailers need to leverage on these 

advantages to strengthen their brand equity which can be cultivated through relationship marketing efforts, 

instilling of brand knowledge into customers’ minds and creating of memorable service values (Zhang et 

al., 2015; Zhang et al., 2017). Several past studies linked to small businesses have analyzed external 

networks at the creation process (Nieto & Santamaría, 2010) and reveal that smaller firms may gain from 

learning from the partner in new product applications. But research on what SMEs may fortify their new 

equity through value-creation with clients is still scarce (BarNir & Smith, 2002; McGee et al., 1995). Thus, 

this research further concentrates on the value co-creation practices among SMEs retailers in brand building 

strategy as suggested by many scholars (France et al., 2015; Ramaswamy & Ozcan, 2016). 

Retailer’s branding and its relationship with the co-creation process is an emerging and significant 

focus area in current relationship marketing thinking (Ramaswamy & Ozcan, 2016). This new interest is 

based on the argument that involving customers in the value creation process. According to Keller et al. 

(2008) and Vargo et al. (2008) brand building strategy is an important source of brand equity and customers 

have played their roles by integrating resources for the production of valuable output. 

Various attempts also have been made to explore the brand co-creation concept and its major impact 

from the perspective of strategic marketing studies (France et al., 2015; Ramaswamy & Ozcan, 2016; Shao 

& Ross, 2015) and management issues (Ind, 2014). However, Fisher and Smith (2011) argue that there is 

no concrete evidence that co-creation will result in a satisfactory outcome to the brand or company as it 

could lead to a chaotic situation. The inconsistency of findings has led marketing and management scholars 

to explore how to effectively implement, manage and strategize the co-creation process in building brand 

strength which will improve the overall brand equity of retailers. The role of co-creation and its impact on 

retailer brand equity has not been studied appropriately, notably in the service industries among SMEs.  

 

H1: There is a positive relationship between Information seeking (ISE) and the brand equity of 

retailer (BERE) 

H2: There is a positive relationship between Information sharing (ISH) and the brand equity of 

retailer (BERE) 

H3: There is a positive relationship between Responsible behavior (RESB) and the brand equity of 

retailer (BERE) 

H4: There is a positive relationship between Personal interaction (PRSI) and the brand equity of 

retailer (BERE) 

   

3. Research Questions 

The current study attempts to answer the following research question; 

1. Does information seeking (ISE) positively influence the brand equity of retailer (BERE)? 

2. Does information sharing (ISH) positively influence the brand equity of retailer (BERE)? 

3. Does responsible behaviour (RESB) positively influence the brand equity of retailer (BERE)? 
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4. Does personal interaction (PRSI) positively influence the brand equity of retailer (BERE)?   

 

4. Purpose of the Study 

This study aims to advance our understanding regarding the function of customer value co-creation 

in influencing the retailer’s brand equity. Hence, this study employed customer citizenship behavior (Yi et 

al., 2011) which consists of four elements: information seeking (ISE), information sharing (ISH), 

responsible behaviour (RESB) and personal interaction (PRSI).  

 

5. Research Methods 

5.1. Sampling design and procedures 

The current study collected data from the customers of SME at selected business complexes. The 

location of this study conducted in Kuala Lumpur, Malaysia. All retailers involved in this study have 

received various supports under entrepreneurial development programs such as financial facilities, business 

consultations, and marketing grants. The data was collected using purposive sampling and personal 

administered questionnaires. The drop and collect technique were applied to distribute the questionnaires. 

Under the collect and drop procedure, the investigators and the survey were delivered by the field advocates 

that are trained directly to managers or the owner of the tailoring shops. Subsequently, the questionnaire 

was distributed to the customers at the business premises. The questionnaires were then distributed to the 

customers. Out of 650 copies of questionnaires that were disseminated, 548 respondents (84%) successfully 

returned the survey questionnaire. 
 

5.2. Research instruments 

The survey questions were adopted and adapted from past studies. The customer participation 

behavior was operationalized as a multidimensional construct which consists of four major dimensions 

including (1) information seeking (ISE), (2) information sharing (ISH), (3) responsible behaviour (RESB) 

and (4) personal interaction (PRSI). The items of the constructs were adapted from the research by Yi and 

Gong (2008) and Yi et al. (2011). In accordance with past research, the new equity has been quantified as 

a unidimensional construct which is measured by adapting the items from Gil-Saura et al. (2013). These 

items were measured on a five-point Likert scale ranging from 1"strongly disagree" to 5 "strongly agree". 
 

5.3. Common method bias (CMB) 

Previous researchers argued that CMB could possibly influence behavioral research results due to 

the gathering of cross-sectional data from a single respondent (customer of tailoring services) by means of 

the same questionnaire set (Podsakoff et al., 2003). To address this issue, a number of procedural remedies 

have been anticipated during the research design process. Besides that, the researchers had also undertaken 

statistical remedies to check the common method bias (Podsakoff et al., 2003). Another statistical remedy 

to check the existence of CMB is using Harman’s single-factor analysis. The result of 34.2%, for the first 

factor, was not contributing towards CMB. Besides, the correlations between constructs measured in the 

correlation matrix were evaluated (Bagozzi et al., 1991). As suggested by Kim et al. (2013), strong evidence 

of the CMB exists if any of the correlations are higher than the value of 0.90. Therefore, the results indicated 
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that CMB is not likely to compromise the findings of the study (refer to Table 02 for correlations among 

research constructs).   

 

6. Findings 

Among the participants, most of the respondents (548) were male (52 percent). 164 (30 percent) is 

in the category of 20-29 years, 188 (34 percent) within the age of 30-39 years and, 105 (19%) are age 40-

49 years old. 85% of the respondents are Malay and 272 respondents are married with at least one child, 

which is 49.7 percent of the total participant of this survey. 27.7% and 19% of the respondents have a 

monthly income bracket between RM2, 000 to RM3, 999, and RM4,000 to RM5,999 respectively.  The 

majority of the customer (42 percent) possess a relationship with the service provider for at least one to two 

years. 
 

6.1. Measurement model analysis 

Following early researchers suggestion, the reliability and validity of the constructs were examined 

by using Cronbach’s alpha (α), composite reliability (CR), loadings, and average variance extracted (AVE) 

value (Anderson & Gerbing 1988; Venkatesh et al., 2012). All the measurement was analyzed using Smart 

PLS 3.0 software. 

The Cronbach alpha values were found to surpass the threshold value of 0.7 for the constructs, 

implying appropriate reliability (Hair et al., 2017). Furthermore, the item loading of the constructs of this 

study was ranging from 0.712 to 0.913 which is over than the cut-off value 0.6 (Chen & Myagmarsuren, 

2011). As portrayed in Table 01, the AVE value ranged from 0.585 to 0.743, and composite reliability of 

the constructs exceed 0.881 to 0.935 which surpassed the cut-off value 0.50 and 0.70 respectively (Hair et 

al., 2017). Thus, the findings indicate the reliability and validity of the results thus, there is no major issue. 

Meanwhile, for discriminant validity, this study examined the Heterotrait-Monotrait (HTMT) approach 

recommended by scholars (Henseler et al., 2015) and Fornell-Larcker criteria approach. The results show 

that the constructs fulfil the criterion of HTMT.85. The confidence interval also does not include a value 

of 1 on any of the constructs. Moreover, the square root of the AVE (diagonal values) values for each 

construct in the study was greater than its correlation with any other constructs (as reported in Table 02). 

As a result, this study concludes that discriminant validity has been ascertained. 

 

Table 01.  Result of measurement model 
Variables  
and Items 

Cronbach'
s  alpha 

CR AVE Mean Standard 
Deviation 

Factor 
Loadings 

Information Seeking 
INSEEK1 

0.797 0.881 0.712 3.57 0.79 0.853 

INSEEK2 
   

3.45 0.88 0.809 
INSEEK3 

   
3.52 0.80 0.868 

Information sharing 0.844 0.895 0.681  
  

INSHARE1 
   

3.50 0.82 0.847 
INSHARE2 

   
3.53 0.83 0.857 

INSHARE3 
   

3.50 0.88 0.778 
INSHARE4    3.45 0.84 0.817 
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Responsible 
Behavior 

0.849 0.898 0.689  
  

RESB1    3.68 0.81 0.839 
RESB2 

   
3.60 0.76 0.851 

RESB3 
   

3.76 0.80 0.825 
RESB4 

   
3.62 0.79 0.804 

Personal Interaction 0.911 0.935 0.743 
   

PINT1 
   

3.94 0.75 0.853 
PINT2 

   
3.97 0.77 0.906 

PINT3 
   

3.96 0.77 0.913 
PINT4    3.90 0.76 0.908 
PINT5    3.88 0.80 0.712 
Brand Equity 0.858 0.894 0.585    
BEQ1    3.68 0.77 0.779 
BEQ2    3.77 0.75 0.798 
BEQ3    3.69 0.80 0.767 
BEQ4    3.71 0.76 0.750 
BEQ5    3.67 0.79 0.726 
BEQ6    3.66 0.81 0.767 

 

6.2. Structural model 

The analysis calculated that inflation and also the endurance values, before analyzing the structural 

model. The results shows that the VIF (Variance Inflation Factors) values of all constructs were in the range 

of between 1.341 and 1.878 under the acceptable range as suggested by Venkatesh et al. (2012). Thus, the 

collinearity value among predictor constructs in this study is not an issue. After that, a procedure with 2, 

000 samples has been implemented to check the importance of the path coefficients. The R2 value for brand 

equity is 0.426 which is greater than the moderate value of 0.33 (Hair et al., 2017); thus, the model 

demonstrates a moderate explanatory power. 

 

Table 02.  Discriminant validity assessment 
  Brand 

Equity 
Info 
Seeking 

Info 
Sharing 

Personal Interaction Responsible 
Behavior 

BrandEquity 0.765 
    

InfoSeeking 0.491 0.844 
   

InfoSharing 0.526 0.626 0.825 
  

Personal Interaction 0.515 0.415 0.51 0.862 
 

Responsible Behavior 0.596 0.496 0.714 0.655 0.83 
Note: The square root of the AVE value are shown at the diagonal entries 
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Figure 02.  Structural model with direct effect 

 

As proposed, information seeking (β = 0.213, t = 4.724, p < 0.05), positively influenced SME brand 

equity; thus H1 is supported. Moreover, the results indicate that responsible behavior (β = 0.323, t = 5.428, 

p < 0.05), and personal interaction (β = 0.179, t = 3.383, p < 0.05) have significant positive effects on SME 

brand equity. As this study concludes, H3 and H4 are accepted. The findings indicate that all the exogenous 

variables jointly explained 42.6% of the variance in brand equity (refer to Figure 02 and Table 03). The 

researchers assessed the effect size of (f2) the exogenous constructs after evaluating the value. Effect size 

(f2) is always required to check to ensure whether the exogenous constructs have an essential influence on 

the endogenous variable or construct (Hair et al., 2017). The effect sizes of 0.02, 0.15 and 0.35 represent 

the small, medium and large effect respectively as referring to Cohen (1988). Based on Table 03, all the 

exogenous variables possess a small effect on brand equity ranged from 0.003 to 0.068. 

 

Table 03.  Hypothesis testing results 
 Hypotheses Std 

Beta 
Std 
Error 

t-
value 

p 
value 

f2 Results 

H1 Information 
Seeking – Brand 
Equity 

0.213 0.045 4.724 0.000 0.047 Supported 

H2 Information 
Sharing – Brand 
Equity 

0.071 0.062 1.134 0.129 0.003 Not Supported 

H3 Responsible 
Behavior– Brand 
Equity 

0.323 0.059 5.428 0.000 0.068 Supported 
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H4 Personal 
Interaction – 
Brand Equity 

0.179 0.053 3.383 0.000 0.031 Supported 

   

7. Conclusion 

The current study aspires to address the impact of customer participation behavior on SME brand 

equity. The positive association of customer participation and brand equity in support of prior studies such 

as work by Ramaswamy and Ozcan (2016) and Merrilees (2016). Returning into the hypotheses, Table 03 

shows the relationship between the constructs. First, hypothesis 1 (H1) shows the effect of information 

seeking on brand equity. The relationship (p < 0.05) is statistically significant, and also the consequence of 

0.213 was discovered. Hence, hypothesis 1 (H1) got supported and it shows a positive impact of information 

searching on brand equity. The finding supports early research that suggests that most customers involve 

in information-seeking behavior to elucidate service requirements and satisfying other cognitive needs 

(Johnson, 1996). Second, hypotheses 3 (H3) and 4 (H4) propose that responsible behaviour (RESB) and 

personal interaction (PRSI) are related to brand equity of retailer. The displayed results ensure that there is 

a significant link (p < 0.05) between these constructs, and also the consequence identified stands in 0.323 

and also 0.179 respectively. Therefore, it could be reasoned that interaction and behavior positively 

influence brand equity. It was stated by early scholars that customer interaction and participation allow the 

discovery of opportunities to develop relationships and loyalty (Cossío-Silva et al., 2016). Besides, 

Millspaugh and Kent (2016) also proposed that positive interaction with customers leads to brand equity 

development of SME. As suggested by Cambra-Fierro et al. (2014) SMEs need to have frequent active 

dialogues and personal interactions with customers as it will improve the engagement process with them. 

 

7.1. Study limitations and future research 

Regardless of the stimulating discoveries of the present study, there are several constraints need to 

address. First, the sample size of the analysis is reduced to 548 participants due to resource constraints. 

Secondly, as the reach of the analysis is confined to SME clients in Kuala Lumpur, the positioning of the 

study is bound by Kuala Lumpur and might not reflect the whole population. Third, this study only focusses 

on customer participation behavior, therefore, this research can be extended by (1) extending the model 

through the incorporation of different types of variables such as personality traits, customer citizenship 

behavior, as well as moderating variables such as relationship duration, to provide a more exhaustive model 

on SME brand equity.   
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