The International Journal of Accounting and Business Society 1

THE EFFECT OF PACKAGING, SATISFACTION AND IMAGE ON
CUSTOMER LOYALTY OF THE EL RAYHAN COMPANY

Ahmed Khaled El Gammudi
Ubud Salim
Ananda Sabil

University of Brawijaya

ABSTRACT

This study is aimed at investigating the effect of packaging,
satisfaction, and image on customer loyalty to The El Rayhan
Company, Libya. The questionnaires are employed to collect the
data. The resultreveals that packaging has a positive effect on
customer loyalty. Moreover, satisfaction and image affect directly
on customer loyalty. However, the highest effect in this study is
the packaging effect on customer loyalty.
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INTRODUCTION

Today most organizations face a number of fundamental challenges as the
most important scientific and technological development, and the market increases in
the number of institutions of different activities. In addition, the rapid and continuous
changes of consumers’ needs and tastes have become a major factor in strategic plans
and marketing plans, and the cornerstone of modern marketing.

Companies throughout the nation are now utilizing loyalty programs more

often than ever before. Theyunderstand the importance of retaining existing
customers and decide to implement a system directed specifically to buildcustomer
loyalty. A loyalty program is a marketing system instituted by a business that
rewards purchasing behavior, thus it increases the customers’ urge to stay loyal
to the company. It may offer convenience, store credit, prizes, or any other
benefits that would entice the loyalty of the customers . When some marketers
think of loyalty programs, they begin to imagine a large portion of existing
resources being funneled away into a program that may or may not find the
success.
Packaging is one of the main strategies and policies that the productive institutions
depends on. It represents the message that creates link between the product and the
customers. In the way that the packing policy and packaging is vital to the success
of marketing item, as an integral part of them often and one of the elements or the
physical components.
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Today it can be noted that most of the food is packed in plastic bottles, glass
or metal. In order to preserve the nature of food and specifications throughout the
interval between the moment of manufacturing and packaging until the sale and
consumption of locally or after export.

Loyalty

According to Walsh et al. (2008) Loyalty is defined as repeated
purchase behavior led by favorable attitudes or as a consistent purchase
behavior resulting from the psychological decision making. The loyalty is the
relationship between the organization and producer with the consumer.
Customer loyalty helps in building satisfaction and trust toward the service or
products. When customers are loyal to product, there will be an assurance that
these customers will support the products, as a result it increases the sales and
avoids bankruptcy.

Oliver R (1997) mentioned that loyalty is a deeply held
commitment to re-buy or re-patronize a preferred product or service
consistently in the future, which causes repetitive same brand or same brand
set purchasing, despite any situational influences and marketing efforts that
might cause switching behavior.

Jacoby and Chestnut (1978) provided a conceptual definition of
brand loyalty as: (i) biased (i.e. non-random), (ii) behavioral response (i.e.
purchase), (iii) expressed over time, (iv) by some decision making unit,
(v) with respect to one or more brands out of a set of such brands, and is a
function of psychological (decision -making evaluation) processes.

Sheth and Mittal (2004) mentioned that Brand loyalty is a
measure of the extent to which consumers are loyal to a particular brand
over a period of time, which emphasizes a consistent repurchase of the
same brand.

Packaging

Packaging is the technology of enclosing or protecting products
for distribution, storage, sale, and use. There is an old saying that a
package must protect what it sells and sell what it protects. It may
be an old saying, but it isstill true. A package functions as a "silent
salesman" (Lockhart, 1995). Packaging has types which helps to distribute
with protecting the product. There are four types of packaging:

1. A Primary Package. It is the type which is in direct contact
with the contained product. It provides the initial and usually the
major protective barrier. Examples of primary packages includes
metal cans, glass bottles, and plastic pouches. It is frequently
onlythe primary package which the consumer purchases at
retail outlets.

2. A Secondary Package. It contains a number of primary packages, a
corrugated case. It is the physical distribution carrier and is sometimes
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designed so that it can be used in retail outlets for the display of

primary packages.

3. A Tertiary Package. It is made up of a number of secondary packages.
The most common example is a stretch wrapped pallet of corrugated
cases.

4. A Quaternary Package. It is frequently used tofacilitate the handling
of tertiary packages in interstate and international trade. This is
generally a metal container up to 12 m in length which can hold
many pallets and is intermodal in nature. It means, it can be
transferred to or from ships trains, and flatbed trucks by cranes.
Certain designs are also able to have their temperature, humidity
and gas atmosphere controlled and this is necessary in particular
situations such as for the transportation of frozen foods or fresh
fruits and vegetables.

Packaging has been defined in a number of ways. The Packaging
Institute  International defines packaging as the enclosure of products,
items or packages in a wrapped pouch, bag, box, cup, tray, can, tube,
bottle or other container form to perform one or more of the following
functions, containment, protection or preservation, communications, and
utility or performance. If the device or container performs one or more of
these functions it is considered a package.

The UK Institute of Packaging provides three definitions of packaging:

1. A coordinated system of preparing goods for transport, distribution,
storage, retailing and end use.

2. A means of ensuring safe delivery to the ultimate consumer in
sound condition at minimum cost.

3. A techno economic function aimed at minimizing costs of delivery
while maximizing sales and hence profits.

Image

Image can be defined as the set of beliefs, ideas, and impression
that a person holds regarding an object.Furthermore, a brand can be defined as
a name, term, sign, symbol, or design, or combination of them which is
intended to identify the goods and services of one seller or group of sellers and
to differentiate them from those of competitors (Kotler, 1991).Also, brand
image has been recognized as an important concept in marketing (e.g.,
Gardner and Levy 1955). Consistent with definitions by Herzog (1963) and
Newman (1957), brand image is defined here as perceptions about a brand as
reflected by the brand associations held in consumer memory.

According to Hsiehetal. (2004), a successful brand image enables
consumers to identify the needs that the brand satisfies and to
differentiate the brand from its competitors, and consequently increases
the likelihood that consumers will purchase the brand.
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On the other hand Keller (1993) considered brand image as a set of
perceptions about a brand as reflected by brand associations in consumer's
memory. A comparable explanation of Image to Keller's was proposed by
Aker (1991) in which brand image is referred to a set of associations, usually
organized in some meaningful way. However, Biel (1992) defined brand
image as a cluster of attributes and associations that consumers connect
to the brand name.

Satisfaction

Satisfaction is defined by saying itis the act of providing what is
needed or desired, the act of satisfying a need or desire.Regarding with
this study, satisfaction is a customer's feeling about a product or services
applied by an organization or producer. Oliver(1997) defined satisfaction as
the consumer's fulfillment response. It is a judgment that a product or
service feature, or the product or service itself, provides (or is providing)
a pleasurable level of consumption related fulfillment, including levels of
under or over fulfillment. Szymanski and Henard (2001) noted that the
previous study on consumer's satisfaction focused mostly on the effects of
expectations, disconfirmation of expectations, performance, effect, and equity
on satisfaction.In general, customer satisfaction is seen as an indicator of the
future of financial success for the company (Kotler, 2000). The benefits of
customer satisfaction are often associated with high customer loyalty, the
more loyal the customers are, the more often they use the company’s services
or make purchases from the same supplier (Sasser and Jones, 1995).
customer satisfaction can be described as the evaluation of a product or
service taking place after a purchase considering the expectations the customer
had before the purchase (Kotler, 2000).

Research Framework

H 1 :The packaging increasessatisfaction in El Rayhan company.
H 2 :The packaging increases loyalty in El Rayhan company.

H 3 :The packaging increases image in El Rayhan company.

H 4 :The satisfaction increases loyalty in El Rayhancompany.

H 5 :The image increases loyalty in El Rayhan company.
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PACKAGING LOYALTY

Figure 01: Research Framework

Research Design

This research uses quantitative approach, and considerably included in
an explanatory research. Explanatory research is the one which is aimed at
analyzing the relationships between variables or how one variable affects
the other (Kotler, etal., 2006). This method is chosen because it is intended to
access to the effect of packaging on customer loyalty and through this way the
data are analyzed statistically.The location of the research is in Libya, a
country where which The El Rayhan Company is located. The main product is
juice drink. The respondentsof this study are all people who used to
purchasingthe product.The instrument used in collecting data is a
questionnaire. The selected data are analyzed by using PLS, defined as the
method of choice to succeed factor studies in marketing (Albers, 2009). The
PLS methodology have also achieved an increasingly popular mission in
practical research in international marketing, which may represent an
appreciation of distinctive methodological features of PLS.

Discussion

Through the results it becomes clear that the impact of packaging on
customer loyalty is simple compared to other variables. Due to the different
generations, there is a concern tothe consumersin experiencing and continuously
consuming a new product.Note that those with the age group of 20-29 years
arethe most responsive in completing the questionnaire. The nature of humanity
is afraid of the unaware, in the sense that if the shape of the product
development or product display is the same product with different form, the
loyalty rate is remarkably decreased.
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As to the culture of the youth generations with age category ranging

from less than 20 to 30 years old, they have a different concept of what is
customary. It is because this age group is willing to maintain its loyalty to the
product as long as the company keeps developingthe ways of packaging
compared to other products. Moreover, it is also caused by the openness of the
Libyan market to many juice companies from neighboring countries or even
across the seas.

Conclusion
Based on the result of the research, it can be concluded as follows :

1.

There is an effect of image on loyalty, it is explained that a better image
of the costumers to El Rayhancompany increases their loyalty. That
means the importance of image to loyalty.

There is an effect of packaging on image, it is explained that a better
packaging of El Rayhancompany increases the image of the costumer.
That means the importance of packaging to image.. In addition, there is
a positive effect of packaging on the loyalty and satisfaction.

It shows that packaging, satisfaction, and image have a direct effecton
loyalty.

Furthermore there is an effect of satisfaction on loyalty. It means that
when costumers satisfy with El Rayhan product, it also increases their
loyalty.

The result shows the importance of packaging on loyalty. Improving
and designing a modern style of packaging affects customer loyalty.
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