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Abstract. The rapid evolution of digital technology has transformed the compet-
itive landscape for Small and Medium Enterprises (SMEs), particularly within
Indonesia’s culinary sector. This study investigates the role of digital marketing
strategies in strengthening business performance, with a specific focus on the
mediating effect of customer satisfaction. Using a mixed-method approach com-
bining quantitative data analysis and qualitative insights, this research explores
how innovation, service quality, and online engagement contribute to brand loy-
alty and sustainable growth. The findings reveal that customer satisfaction plays
a significant mediating role between digital marketing practices and overall busi-
ness success, emphasizing its importance as a strategic component in modern
marketing frameworks. Furthermore, the study identifies that SMEs that effec-
tively integrate digital platforms such as social media, e-commerce, and online
delivery systems achieve greater brand visibility and customer retention com-
pared to those relying on traditional methods. This research contributes to the
understanding of how digital transformation enhances competitiveness in devel-
oping economies and provides practical implications for SMEs seeking to adapt
to evolving consumer behaviors in the digital era.

Keywords: SME’s, digital marketing, product quality, customer satisfaction,
competitive advantage, brand loyalty.

1 Introduction

The rapid digital transformation has fundamentally changed the business landscape,
particularly for Small and Medium Enterprises (SMEs) in developing countries like
Indonesia. The culinary industry, being one of the fastest-growing sectors in the Indo-
nesian economy, faces intense competition that requires businesses to adopt innovative
marketing strategies while maintaining high product quality standards [1]. Makassar,
as the capital city of South Sulawesi Province, has emerged as a significant culinary
destination with a diverse range of local and modern food offerings, creating both op-
portunities and challenges for local SMEs.

The COVID-19 pandemic has accelerated the adoption of digital technologies
among SMEs, making digital marketing strategies more crucial than ever [1] Culinary
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SMEs in Makassar have increasingly relied on digital platforms such as social media,
food delivery applications, and e-commerce websites to reach customers and maintain
business continuity. However, the effectiveness of these digital marketing strategies in
building competitive advantage remains underexplored, particularly in the context of
Indonesian SMEs. Product quality has long been recognized as a fundamental driver of
business success, especially in the culinary industry where consumer expectations for
taste, safety, and presentation are continuously rising [2] . The relationship between
product quality and competitive advantage is well-established in marketing literature,
but the mediating role of customer satisfaction in this relationship, particularly in the
context of digital marketing integration, requires further investigation.

Customer satisfaction serves as a critical link between marketing efforts and business
outcomes. Satisfied customers are more likely to engage in repeat purchases, provide
positive word-of-mouth recommendations, and demonstrate loyalty to the brand [3]. In
the digital age, customer satisfaction has become even more important as dissatisfied
customers can quickly share their experiences through social media and online review
platforms, potentially damaging a business's reputation. The competitive landscape of
Makassar's culinary industry presents unique challenges for SMEs. With the presence
of large food chains, international franchises, and the growing popularity of food deliv-
ery services, local culinary SMEs must differentiate themselves to maintain market
share. Building sustainable competitive advantage requires a comprehensive under-
standing of how digital marketing strategies and product quality work together to influ-
ence customer satisfaction and ultimately drive business success.

Despite the growing importance of digital marketing in the SME sector, there is lim-
ited empirical research examining the integrated effects of digital marketing strategy
and product quality on competitive advantage through customer satisfaction, particu-
larly in the Indonesian context. Most existing studies focus on individual relationships
between these variables or examine them in different industries or geographical con-
texts. This study aims to fill this research gap by investigating how digital marketing
strategy and product quality influence competitive advantage through customer satis-
faction in culinary SMEs of Makassar City. The research contributes to both theoretical
understanding and practical knowledge by providing insights into the mechanisms
through which SMEs can build competitive advantage in the digital era.

The research questions guiding this study are: (1) How do digital marketing strategy
and product quality influence customer satisfaction in culinary SMEs? (2) What is the
relationship between customer satisfaction and competitive advantage in this context?
(3) Does customer satisfaction mediate the relationship between digital marketing strat-
egy, product quality, and competitive advantage?

2 Literature Review

2.1  Digital Marketing Strategy

Digital marketing strategy encompasses the planned approach businesses use to reach
and engage customers through digital channels and platforms [4]. In the context of
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SMEs, digital marketing strategy typically includes social media marketing, content
marketing, search engine optimization, email marketing, and online advertising [5].

The adoption of digital marketing strategies among SMEs has been driven by several
factors, including cost-effectiveness, improved reach and targeting capabilities, real-
time customer interaction, and measurable results [6]. Social media platforms, in par-
ticular, have become essential tools for culinary businesses to showcase their products,
engage with customers, and build brand communities [7].

Research has shown that effective digital marketing strategies can significantly im-
pact customer perceptions and behaviors. Lamberton and Stephen, [8] found that busi-
nesses with strong digital marketing presence experience higher customer engagement
rates and improved brand recognition. Similarly, Appel et al., [9] reported that busi-
nesses using social media marketing effectively see increased customer satisfaction lev-
els compared to those relying solely on traditional marketing methods. In the Indone-
sian context, several studies have highlighted the importance of digital marketing for
SMEs. Laela, [1] found that Indonesian SMEs using digital marketing strategies expe-
rienced improved customer relationships and business performance. Sulistyo and
Siyamtinah, [11] emphasized that digital marketing adoption among Indonesian SMEs
is positively associated with customer satisfaction and business growth.

2.2 Product Quality

Product quality refers to the characteristics and features of a product that bear on its
ability to satisfy customer needs and expectations [12]. In the culinary industry, product
quality encompasses multiple dimensions including taste, freshness, safety, presenta-
tion, consistency, and nutritional value Hanaysha [13]. The relationship between prod-
uct quality and customer satisfaction has been extensively studied across various indus-
tries. established that product quality is a primary antecedent of customer satisfaction,
with higher quality products leading to greater customer satisfaction levels. In the res-
taurant and food service industry, several studies have confirmed the positive impact of
food quality on customer satisfaction and loyalty [14].

Indonesian research has also supported the importance of product quality in driving
customer satisfaction. Tjiptono and Chandra, [15] found that Indonesian consumers
place high importance on product quality, particularly in food and beverage products.
Similarly, Hanaysha, [13] demonstrated that product quality significantly influences
customer satisfaction in service-oriented businesses. For culinary SMEs, maintaining
consistent product quality while managing cost pressures presents ongoing challenges.
However, businesses that successfully deliver high-quality products tend to build
stronger customer relationships and achieve better financial performance [3].

2.3 Customer Satisfaction

Customer satisfaction is defined as the customer's evaluation of a product or service in
terms of whether it meets their needs and expectations [2]. It represents a post-con-
sumption evaluation that compares perceived performance with pre-purchase expecta-
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tions [3]. The importance of customer satisfaction extends beyond individual transac-
tions to long-term business success. Satisfied customers are more likely to engage in
repeat purchases, recommend the business to others, and demonstrate resistance to
competitive offers [16]. In the digital age, customer satisfaction has become even more
critical as customers can easily share their experiences through online reviews and so-
cial media platforms.

Research has consistently shown that customer satisfaction serves as a mediator be-
tween various marketing activities and business outcomes. For example, Keiningham
et al., [17] found that customer satisfaction mediates the relationship between market-
ing investments and financial performance. Similarly, Homburg et al., [18] demon-
strated that customer satisfaction mediates the relationship between service quality and
customer loyalty in the hospitality industry. In the context of SMEs, customer satisfac-
tion plays a particularly important role due to limited resources for acquiring new cus-
tomers. Satisfied customers provide a cost-effective source of repeat business and pos-
itive word-of-mouth marketing [19].

24  Competitive Advantage

Competitive advantage refers to a firm's ability to create value for customers in ways
that competitors cannot easily replicate [20]. It represents the unique position a business
holds in the market that allows it to outperform competitors consistently over time [21].

In the SME context, competitive advantage often stems from factors such as superior
customer service, product differentiation, operational efficiency, innovation capability,
and strong customer relationships [11]. For culinary SMEs, competitive advantage

might be achieved through unique recipes, exceptional service quality, convenient lo-
cations, or effective use of digital marketing channels.

The relationship between customer satisfaction and competitive advantage has been
well-documented in marketing literature. Satisfied customers contribute to competitive
advantage through increased loyalty, positive word-of-mouth, reduced price sensitivity,
and lower customer acquisition costs [22]. Additionally, businesses with high customer
satisfaction levels tend to have better financial performance and market position com-
pared to competitors [ 18]. Research in the Indonesian context has shown that SMEs can
achieve competitive advantage through various means, including digital technology
adoption, quality improvement, and customer relationship management [6]. The inte-
gration of digital marketing strategies with quality products has emerged as a particu-
larly effective approach for building competitive advantage in the Indonesian market.

2.5  Hypothesis Development

Based on the literature review and theoretical foundations, this study proposes several
hypotheses regarding the relationships between digital marketing strategy, product
quality, customer satisfaction, and competitive advantage.
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Digital Marketing Strategy and Customer Satisfaction. Digital marketing strategies
enable businesses to engage with customers more effectively, provide timely infor-
mation about products and services, and create personalized experiences [4]. Through
social media interactions, content marketing, and targeted advertising, businesses can
build stronger relationships with customers and better understand their needs and pref-
erences.

Research has shown that effective digital marketing strategies lead to improved cus-
tomer perceptions and higher satisfaction levels. Dwivedi et al., [23] found that busi-
nesses using social media marketing effectively experience higher customer satisfac-
tion due to improved communication and engagement. Similarly, Kannan and Li, [5]
demonstrated that digital marketing activities positively influence customer satisfaction
through enhanced service delivery and personalized experiences.

e H1: Digital marketing strategy positively influences customer satisfaction in culi-
nary SMEs.

Product Quality and Customer Satisfaction. The relationship between product qual-
ity and customer satisfaction is one of the most established relationships in marketing
literature. High-quality products that meet or exceed customer expectations naturally
lead to higher satisfaction levels [2]. In the culinary industry, this relationship is partic-
ularly strong as customers can immediately evaluate product quality through sensory
experiences.

Numerous studies have confirmed the positive impact of product quality on customer
satisfaction across various contexts. Alalwan et al., [14] found that product quality is
the strongest predictor of customer satisfaction in most industries. In the restaurant in-
dustry specifically, Hanaysha, [13] demonstrated that food quality significantly influ-
ences customer satisfaction and behavioral intentions.

e H2: Product quality positively influences customer satisfaction in culinary SMEs.

Customer Satisfaction and Competitive Advantage. Customer satisfaction contrib-
utes to competitive advantage through multiple mechanisms, including increased cus-
tomer retention, positive word-of-mouth marketing, reduced price sensitivity, and
lower customer acquisition costs [18]. Satisfied customers are also more likely to pur-
chase additional products and services, contributing to revenue growth and market
share expansion.

Research has consistently shown that businesses with higher customer satisfaction
levels outperform competitors in terms of financial performance and market position.
Keiningham et al., [17] found that companies with high customer satisfaction scores
achieve better stock market performance compared to those with lower satisfaction lev-
els. In the SME context, customer satisfaction is particularly important due to limited
marketing budgets and reliance on customer referrals.
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e H3: Customer satisfaction positively influences competitive advantage in culinary
SMEs.

Direct Effects and Competitive Advantage. While customer satisfaction serves as an
important mediator, both digital marketing strategy and product quality may also have
direct effects on competitive advantage. Effective digital marketing strategies can cre-
ate competitive advantage through improved brand visibility, better customer insights,
more efficient marketing spend, and enhanced customer engagement [7]. Similarly, su-
perior product quality can directly contribute to competitive advantage by creating dif-
ferentiation, building brand reputation, and establishing barriers to competition [20].
High-quality products often command premium prices and generate customer loyalty
that is difficult for competitors to overcome.

e H4: Digital marketing strategy directly influences competitive advantage in culinary
SME:s.
e HS: Product quality directly influences competitive advantage in culinary SMEs.

Mediating Role and Customer Satisfaction. While direct relationships exist between
digital marketing strategy, product quality, and competitive advantage, customer satis-
faction serves as a crucial mediating mechanism that explains how these relationships
work. Digital marketing strategies and product quality influence customer perceptions
and experiences, which translate into satisfaction levels that ultimately drive competi-
tive advantage.

The mediating role of customer satisfaction has been supported by numerous studies
across various industries. Homburg et al., [18] found that customer satisfaction medi-
ates the relationship between service quality and business performance in the hospital-
ity industry. Similarly, Luo et al., [24] demonstrated that customer satisfaction mediates
the relationship between marketing activities and financial performance.

e H6: Customer satisfaction mediates the relationship between digital marketing strat-
egy and competitive advantage.

e H7: Customer satisfaction mediates the relationship between product quality and
competitive advantage.



962 A. Anggafar

The methodological framework of this study is illustrated in Fig. 1.

| - H6 H4
Digital Matketing \ i m
Customer Satisfaction | i Competitive Advantage
Product Quali :
Quality |5, m HS
| i
Notes: —— Direct Effect -- - Inirect Effect
Fig. 1. Methodological Framework
3 Method

3.1  Research Design

This study employed a quantitative research approach using a cross-sectional survey
design to examine the relationships between digital marketing strategy, product quality,
customer satisfaction, and competitive advantage in culinary SMEs of Makassar City.
The quantitative approach was chosen to enable statistical testing of hypotheses and to
provide generalizable findings about the population of interest.

3.2 Population and Sample

The target population for this study consisted of customers of culinary SMEs in Ma-
kassar City. Culinary SMEs were defined as food and beverage businesses with fewer
than 100 employees that operate in Makassar City. To be included in the study, busi-
nesses must have been operating for at least one year and must have some form of
digital marketing presence.

Using purposive sampling technique, a sample of 150 respondents was selected
based on the following criteria: (1) customers who have purchased from culinary SMEs
in Makassar City within the past three months, (2) customers aged 18 years or older,
(3) customers who have interacted with the business through digital channels (social
media, websites, or mobile applications), and (4) customers willing to participate in the
study. The sample size of 150 was determined based on Hair, [25] recommendation of
a minimum of 5-10 observations per indicators for multivariate analysis. With 20 ob-
servable variables in the study, a minimum sample of 100-200 respondents was re-
quired. The final sample of 150 respondents exceeded the minimum requirement and
provided adequate power for statistical analysis.

33 Data Collection

Data were collected using structured questionnaires distributed through both online and
offline channels. Online surveys were distributed through social media platforms and
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email, while offline surveys were conducted at selected culinary SMEs locations in
Makassar City. The data collection period extended over eight weeks from July to Au-
gust 2025.

The questionnaire was developed in Indonesian language and consisted of five main
sections: (1) demographic information, (2) digital marketing strategy evaluation, (3)
product quality assessment, (4) customer satisfaction measurement, and (5) competitive
advantage perception. All constructs were measured using established scales adapted
from previous research.

34 Measurement Instrument

Digital Marketing Strategy: This construct was measured using a 5-item scale adapted
from Stephen, [7], Widodo and Irawan, [6] Items included evaluation of social media
presence, content quality, customer interaction, online advertising effectiveness, and
digital platform utilization. Responses were measured on a 5-point Likert scale from 1
(strongly disagree) to 5 (strongly agree). Product Quality: Product quality was meas-
ured using a 5-item scale based on Hanaysha, [13] and Zeithaml et al., [2]. Items as-
sessed taste and flavor, food safety and hygiene, consistency, presentation, and variety.
The scale used a 5-point Likert format ranging from 1 (very poor) to 5 (excellent).

Customer Satisfaction: This construct was measured using a 4-item scale adapted
from Kumar, [19] and Hollebeek et al., [16]. Items evaluated overall satisfaction, satis-
faction relative to expectations, product satisfaction, and service satisfaction. Re-
sponses were measured on a 5-point Likert scale from 1 (very dissatisfied) to 5 (very
satisfied).

Competitive Advantage: Competitive advantage was assessed using a 4-item scale
based on Teece, [20] and Sulistyo and Siyamtinah, [11] Items included market differ-
entiation, operational efficiency, customer retention capability, and innovation leader-
ship. The scale used a 5-point Likert format from 1 (much worse than competitors) to
5 (much better than competitors).

4 Result

4.1  Descriptive Statistics

The final sample consisted of 150 respondents with diverse demographic characteris-
tics. The majority of respondents were female (62.7%), aged between 25-35 years
(48.0%), had completed higher education (67.3%), and had monthly income between
IDR 3-7 million (52.0%). Most respondents (78.7%) had been customers of their se-
lected culinary SME for more than six months, indicating established customer rela-
tionships. Regarding digital marketing interaction, 89.3% of respondents reported fol-
lowing the business on social media platforms, with Instagram being the most popular
platform (72.0%), followed by Facebook (54.7%) and WhatsApp Business (41.3%).
Additionally, 67.3% of respondents had used online food delivery services to order
from their selected culinary SME.
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Table 1 Summary: The descriptive analysis reveals that Product Quality (PQ)
achieved the highest mean score (M=4.38), indicating a strong implementation of dig-
ital marketing strategies among the culinary SMEs. Digital Marketing (DM) also
showed a high rating (M=4.32), followed closely by Customer Satisfaction (CS)
(M=4.31). Meanwhile, Competitive Advantage (CA) recorded the lowest mean score
(M=4.30), though still at a generally high level. All constructs demonstrated a reason-
able spread of scores, evidenced by Standard Deviations ranging from 0.68 to 0.75.

Table 1. Descriptive Statistics

Constructs Minimum Maximum Mean Std. Deviation
Digital Marketing (DM) 2.00 5.00 432 0.68
Product Quality (PQ) 3.00 5.00 438 0.55
Costumer Satisfaction (CS) 3.00 5.00 431 0.58
Competitive Advantage (CA) 3.00 5.00 4.30 0.58

Source: Primary Data (2025)

4.2  Reliability and Validity Tests

The reliability and validity of the constructs were evaluated to ensure the adequacy of
the measurement model prior to proceeding with the structural analysis. Table 2 shows
that all Factor Loadings (FD) exceeded the acceptable threshold of 0.50, confirming
that each indicator loaded significantly onto its intended construct [26]. The Composite
Reliability (CR) values ranged between 0.941 and 0.977, surpassing the benchmark of
0.70. Likewise, the Cronbach's Alpha (o) values were well above the recommended
level of 0.70 (ranging from 0.921 to 0.969), thereby indicating strong internal con-
sistency across the constructs [26]. The Average Variance Extracted (AVE) values for
all constructs (ranging from 0.762 to 0.916) were generally above the 0.50 threshold,
providing strong evidence of convergent validity. Discriminant validity was also exam-
ined through the Fornell-Larcker criterion, as displayed in Table 3. Generally, the
square root of AVE for each construct (the diagonal elements) was greater than the
corresponding inter-construct correlations (the off-diagonal elements), thereby estab-
lishing discriminant validity [27]. These results together demonstrate that the measure-
ment model is both reliable and valid, supporting its use in subsequent structural mod-
eling.

Table 2. Factor Loadings, Reliability, And Validity of Constructs

Constructs Code FD a CR AVE

Digital Marketing DM1 0.814
DM2 0.831

DM3 0.951 0.938 0.952 0.801
DM4 0.958
DMS5 0911
Product Quality PQ1 0.774
PQ2 0.812

PQ3 0.929 0.921 0.941 0.762

PQ4 0916
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PQ5 0.921

Costumer Satisfaction CS1 0.938
CS2 0.955 0.960 0.971 0.893

CS3 0.952

Cs4 0.936

Compatitive Advantage CAl 0.966
CA2 0.955 0.969 0.977 0.916

CA3 0.981

CA4 0.923

Note: FD = Factor Loadings, CR = Composite Reliability, AVE = Average Variance
Extracted, o = Cronbach Alpha.
Source: Primary Data (2025)

Table 3. Fornell-Larcker Criterion

Construct DM PQ CS CA
DM 0.957
PQ 0.974 0.945
CS 0.510 0.543 0.895
CA 0.441 0.420 0.180 0.873

Source: Primary Data (2025)

4.3  Hypothesis Testing

The results of the hypothesis testing are presented in Table 4 (Direct Effects) and Table
5 (Indirect Effects), providing a comprehensive view of the causal relationships be-
tween the constructs.

4.4 Direct Effect

The path analysis demonstrates that the influence of both Digital Marketing (DM) and
Product Quality (PQ) on Customer Satisfaction (CS) is highly significant. Digital Mar-
keting exerts a strong positive influence (f=0.483,p<0.001), while Product Quality
shows an even more dominant positive effect (3=0.950,p<0.001). Both results strongly
support HI and H2, underscoring the vital role of effective marketing strategies and
high product standards as key drivers of Customer Satisfaction. Furthermore, Customer
Satisfaction (CS) proved to be an extremely powerful predictor of Competitive Ad-
vantage (CA). The relationship stemming from Customer Satisfaction to Competitive
Advantage recorded the highest path coefficient in the model (f=0.971,p<0.001), thus
supporting HS. This finding suggests that once culinary SMEs succeed in satisfying
their customers, they directly and substantially enhance their competitive position in
the market. Interestingly, however, both Digital Marketing (DM) and Product Quality
(PQ) failed to show a significant direct influence on Competitive Advantage (CA). The
analysis shows that the relationship between DM and CA had an insignificant negative
coefficient (f=0.024,p=0.420), and the relationship between PQ and CA was positive
but also insignificant ($=0.402,p=0.109). Consequently, H3 and H4 are not supported.
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This outcome indicates that while DM and PQ are prerequisites for success, their trans-
formative impact on competitive advantage is not direct. Instead, their benefits must be
channeled through another mechanism namely, Customer Satisfaction.

4.5  Mediation Analysis: Indirect Effect

Given the non-significance of the direct paths (the influence of DM on CA and PQ on
CA), the focus shifts to the mediating role of Customer Satisfaction (CS). Table 5 pre-
sents the mediation results which conclusively support H6 and H7. The indirect influ-
ence of Digital Marketing on Competitive Advantage through Customer Satisfaction
shows a significant result (3=0.469,p<0.001). The indirect influence of Product Quality
on Competitive Advantage through Customer Satisfaction also shows a significant re-
sult (B=0.323,p<0.001). The significance of these indirect paths, coupled with the non-
significance of the corresponding direct paths, confirms that Customer Satisfaction
(CS) acts as a full mediator. In other words, Digital Marketing and Product Quality
cannot enhance Competitive Advantage in isolation. Instead, the effectiveness of Dig-
ital Marketing and Product Quality must first be translated into higher levels of Cus-
tomer Satisfaction. It is only through this enhanced Customer Satisfaction that culinary
SMEs can achieve a meaningful and sustainable increase in their Competitive Ad-
vantage. The measurement model generated from the SmartPLS analysis is presented in
Fig. 2 and the structural model showing the relationships among the constructs is
presented in Fig. 3.

Table 4. Direct Effect
T

Paths H (@© (M) (STDEV) p 2
Statistics  Values R Results
DM —CS HI 0483 0486 0.079 6.126 0.000 0.402  Supported
PQ—-CS H2 0950 0337 0.071 4.665 0.000 0.402 Suplgorted
DM —CA H3 -0.024 -0.025 0.030 0.807 0.420 0.402 ot
Sup}gogted
PQ—CA H4 0402 0.036 0.023 1.607 0.109 0.950 ©
Supported
CS—>CA H5 0971 0972 0.025 39.309 0.000 0.950  Supported
Source: Primary Data (2025)
Table 5. Indirect Effect
I
Paths H (@© (M) (STDEV) P
Statistics  Values Results
DM —->CS—CA H6 0469 0473 0.080 5.879 0.000  Significant
PQ —->CS - CA H7 0323 0.327 0.068 4.774 0.000  Significant

Source: Primary Data (2025)
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5 Discussion

The results of this study provide strong support for the proposed theoretical model and
offer several important insights into how culinary SMEs in Makassar can build com-
petitive advantage through digital marketing strategies and product quality.
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5.1 Digital Marketing Strategy and Customer Satisfaction

This research finds that digital marketing strategy has a positive and significant effect
on customer satisfaction in culinary SMEs. The findings indicate that the implementa-
tion of effective digital marketing strategies will result in substantial increases in cus-
tomer satisfaction. This result confirms the first hypothesis stating that digital market-
ing strategy positively influences customer satisfaction in culinary SMEs. In practical
terms, culinary SMEs that invest in comprehensive digital marketing strategies - in-
cluding social media optimization, relevant content marketing, responsive customer en-
gagement, and personalized digital services - will experience significant improvements
in customer satisfaction.

These findings receive strong support from Service-Dominant Logic [28] which em-
phasizes that value is created through co-creation between service providers and cus-
tomers through meaningful interactions. In digital contexts, this co-creation is realized
through various digital touchpoints such as social media, websites, mobile applications,
and e-commerce platforms that enable two-way interaction and personalization of cus-
tomer experiences. Several empirical studies show consistency with these findings.
Alalwan et al., [14] al found that digital marketing activities positively influence cus-
tomer satisfaction through enhanced customer experience. Dwivedi et al., [23] in a
comprehensive review of digital and social media marketing confirmed that digital en-
gagement strategies consistently result in increased customer satisfaction across differ-
ent industries. However, Appel et al., [9] found different results, where excessive digital
marketing can create information overload and reduce satisfaction, especially when
personalization is not properly targeted.

These findings can be explained through the unique characteristics of digital inter-
actions in the culinary industry. Digital marketing enables personalization that is im-
possible through traditional marketing channels, allowing SMEs to deliver relevant
messages according to individual customer preferences. Digital platforms also facilitate
two-way communication that makes customers feel heard and valued, creating a sense
of community that enhances emotional satisfaction. In the context of culinary SMEs in
Makassar, digital marketing enables authentic storytelling about local culinary heritage,
creating strong emotional connections with customers who appreciate local culture and
traditions.

5.2 Product Quality and Customer Satisfaction

The research results show that product quality has a positive and significant effect on
customer satisfaction. Although positively influential, the magnitude of product quali-
ty's effect is smaller compared to digital marketing strategy, indicating a shifting para-
digm in value creation in the digital era. These findings confirm the second hypothesis
that product quality positively influences customer satisfaction, but show that the way
of interacting with customers now has a greater impact on satisfaction compared to
product quality alone. In practical terms, this shows that although product quality re-
mains fundamental, culinary SMEs cannot rely on product superiority alone to create
optimal customer satisfaction.
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These findings receive strong theoretical support from Expectation-Confirmation
Theory [3] which states that satisfaction occurs when perceived performance meets or
exceeds customer expectations. In the culinary industry, product quality encompassing
taste, aroma, texture, visual presentation, and food safety are core elements directly
evaluated by customers through sensory experience and become the basis for satisfac-
tion formation. Various empirical studies confirm the positive relationship between
product quality and customer satisfaction. Alalwan et al., [14] in restaurant industry
research found that food quality significantly influences customer satisfaction and loy-
alty intentions. Sarstedt et al., [29] found that product quality is a critical antecedent of
customer satisfaction in service contexts. However, Hollebeek et al., [16] found that in
the digital era, product quality must be combined with digital experience to create su-
perior customer satisfaction, as customers evaluate the total experience ecosystem.

These findings can be understood through the context of the culinary industry un-
dergoing transformation. In mature and competitive culinary markets, product quality
has become a hygiene factor that is necessary but not sufficient to create superior cus-
tomer satisfaction. Customers expect good food quality as a basic requirement, so good
quality becomes an order qualifier rather than an order winner. Shifting customer values
from functional benefits to experiential and emotional benefits also changes evaluation
criteria, where customers more appreciate holistic experiences that include service
quality, ambiance, convenience, and emotional connection compared to isolated prod-
uct features.

5.3  Customer Satisfaction and Competitive Advantage

This research reveals highly significant findings regarding the relationship between
customer satisfaction and competitive advantage. The findings show a very strong re-
lationship between these two constructs, indicating that customer satisfaction and com-
petitive advantage in culinary SMEs are very closely related constructs. These results
confirm the third hypothesis with extraordinary strength, showing that culinary SMEs
that succeed in creating highly satisfied customers will obtain sustainable competitive
advantage. These findings imply that in the context of culinary SMEs, customer satis-
faction is not only a desired outcome, but a fundamental strategic asset for business
success.

These findings receive solid theoretical support from Customer-Based Brand Equity
Theory [19] which states that customer satisfaction is the foundation for building sus-
tainable strong brand equity. This theory explains that satisfied customers will develop
strong brand associations, perceived quality, and brand loyalty that ultimately create
brand equity as a source of competitive advantage that is difficult for competitors to
imitate. Various empirical studies show consistency with these findings. Homburg et
al., [18] found that customer satisfaction has a strong impact on firm performance and
competitive positioning through customer retention and advocacy behaviors. Kumar
and Reinartz, [19] confirmed that satisfied customers contribute significantly to sus-
tainable competitive advantage through lifetime value and referral benefits. However,
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Palmatier et al., [30] found that in highly competitive digital markets, customer satis-
faction alone is not sufficient for maintaining competitive advantage without continu-
ous innovation and differentiation strategies.

The very high strength of this relationship can be understood through the unique
characteristics of culinary SMEs and local market context. Culinary SMEs have re-
source limitations to create competitive advantage through traditional sources such as
economies of scale or technological superiority, so customer relationships become the
primary source of sustainable advantage. In the experiential and personal culinary in-
dustry, customer satisfaction creates emotional bonds that are difficult for competitors
to imitate. Satisfied customers not only become repeat buyers, but also powerful advo-
cates who generate organic word-of-mouth marketing with high credibility, creating
viral effects in community-oriented local markets like Makassar.

5.4  Direct Effects and Competitive Advantage

The most surprising finding in this research is that both digital marketing strategy and
product quality do not have significant direct effects on competitive advantage. Digital
marketing strategy even shows a negative coefficient, while product quality shows a
positive but non-significant coefficient. These findings result in the rejection of the
fourth and fifth hypotheses, which theoretically should show positive relationships.
These results indicate that in the context of culinary SMEs in Makassar, superior re-
sources in the form of digital marketing capabilities and product quality cannot directly
create competitive advantage, but must go through an intermediate mechanism, namely
customer satisfaction.

The rejection of these hypotheses challenges the Resource-Based View [21] which
states that valuable, rare, inimitable, and non-substitutable resources can directly create
sustained competitive advantage. RBV theory assumes that superior resources such as
digital marketing capabilities and product quality will automatically produce competi-
tive advantage, but research findings show that in the context of culinary SMEs, the
mechanism of creating competitive advantage is more complex and requires interme-
diate processes. Several empirical studies show mixed results that provide context for
understanding these findings. Nambisan, [31] found that digital capabilities can directly
influence firm performance, but primarily in the context of large organizations with
comprehensive digital transformation. Bharadwaj et al., [32] showed that IT resources
have conditional effects on competitive advantage depending on organizational readi-
ness. However, Widodo and Irawan, [6] found results that support these findings, where
digital investments in SMEs do not always produce direct competitive advantage due
to significant implementation challenges and resource limitations.

These findings can be understood through the characteristics of highly competitive
culinary SMEs. Digital marketing and product quality have become hygiene factors
that are necessary for survival but not sufficient for creating differentiation when all
competitors have access to similar digital tools and can achieve acceptable product
quality. Resource cannibalization effects occur where excessive focus on digital mar-
keting can detract from core operations and customer service quality. In an era of in-
formation overload and digital fatigue, customers become increasingly skeptical of
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marketing messages and more appreciate authentic experiences. Product quality in iso-
lation is no longer sufficient because customers evaluate holistic experiences that in-
clude service quality, ambiance, convenience, and emotional connection.

5.5 Mediating Role of Customer Satisfaction

Mediation analysis reveals significant findings that customer satisfaction functions as
a full mediator in the relationship between digital marketing strategy and competitive
advantage and between product quality and competitive advantage. These findings con-
firm the sixth and seventh hypotheses very convincingly. What is interesting is that the
mediation effect of digital marketing strategy is stronger compared to product quality,
indicating that in the digital era, the capability to interact and build relationships with
customers has a greater impact on competitive advantage compared to product superi-
ority. This full mediation shows that customer satisfaction is the only pathway through
which digital marketing and product quality can influence competitive advantage in the
context of culinary SMEs.

These full mediation findings receive strong theoretical support from Mediation
Theory in social psychology [28, 33] which provides a methodological foundation for
understanding how intermediate variables can fully explain relationships between in-
dependent and dependent variables. This theory explains that customer satisfaction
functions as a psychological mechanism that integrates fragmented experiences from
various touchpoints into holistic evaluation that determines behavioral outcomes and
competitive positioning. Various empirical studies show support for the mediating role
of customer satisfaction. Keiningham et al., [17] found that customer satisfaction has
strong mediating effects in relationships between service delivery and business perfor-
mance in various service industries. Luo et al., [24] showed that customer satisfaction
fully mediates the relationship between marketing investments and firm profitability in
retail contexts. However, [22] found that in certain B2B contexts, direct relationships
between capabilities and performance can remain significant, indicating that the medi-
ating role of satisfaction can vary based on industry characteristics and customer rela-
tionship dynamics.

Full mediation effects can be understood through theoretical and practical perspec-
tives. Customer satisfaction functions as a psychological mechanism that integrates
fragmented experiences from various touchpoints into holistic evaluation that deter-
mines behavioral outcomes. In the context of resource-constrained SMEs, customer
satisfaction serves as an efficiency mechanism that maximizes the impact of limited
resources. Full mediation indicates that in highly competitive markets, differentiation
cannot be achieved through individual resource superiority, but through superior capa-
bility for creating integrated customer experiences. The Indonesian cultural context that
is relationship-oriented makes customer satisfaction particularly important as a bridge
between organizational capabilities and market outcomes.
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6 Conclusion

The results of this study indicate that digital marketing strategy has a positive and sig-
nificant effect on customer satisfaction among culinary SMEs. The implementation of
effective digital marketing strategies such as social media optimization, relevant con-
tent marketing, and personalized digital services significantly enhances customer satis-
faction. Meanwhile, product quality also exerts a positive and significant influence,
though its impact is smaller compared to digital marketing strategy. This finding sug-
gests that while product quality remains a fundamental element, culinary SMEs cannot
rely solely on product superiority to achieve optimal customer satisfaction.

Furthermore, customer satisfaction plays a crucial role in determining competitive
advantage. Culinary SMEs that successfully create highly satisfied customers are more
likely to attain sustainable competitive advantage, positioning customer satisfaction as
a key strategic asset. However, both digital marketing strategy and product quality do
not have significant direct effects on competitive advantage, leading to the rejection of
the fourth and fifth hypotheses. This implies that superior resources must operate
through an intermediate mechanism namely customer satisfaction to generate compet-
itive advantage.

Consequently, customer satisfaction functions as a full mediator in the relationship
between digital marketing strategy and competitive advantage, as well as between prod-
uct quality and competitive advantage. The mediating effect of customer satisfaction is
stronger for digital marketing strategy than for product quality, emphasizing that cus-
tomer satisfaction serves as the sole pathway through which these variables influence
competitive advantage. For culinary SMEs in Makassar, these findings provide a clear
strategic roadmap: establish product quality as the primary foundation, develop effec-
tive digital marketing strategies as supporting elements, and ensure that both efforts
ultimately enhance customer satisfaction to achieve sustainable competitive advantage
in a dynamic marketplace.
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