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Abstract

Social media plays an important role as a marketing tool to promote Small and Medium
Enterprises (SMEs’) businesses. Among the social media platforms, Facebook is the preferred
advertisement tool for SMEs. It is because Facebook provides more features for SMEs to
communicate with their customers such as by using direct messenger, comments, like, and
share. SMEs engage in social media to lower the cost of advertisements, attract new
customers through online contact, improve the interaction with customers or customer
engagement, and create brand awareness of the company. Most of the past research has
focused on the value of brand awareness and customer engagement on Facebook, however,
there is a limited amount of research related to the value of cost-efficiency and attracting a
new customer base especially in a developing country like Malaysia. As such, this study
reviews the literature on social media marketing and factors influencing Malaysian SMEs to
engage in Facebook online marketing. This study also proposes a conceptual framework on
the factors influencing Malaysian SMEs to engage in Facebook online marketing.

Keywords: Facebook Marketing, Brand Awareness, New Customer Base, Cost Efficiency, and
Customer Engagement

Introduction

Malaysia is a country that encourages entrepreneurship. By the end 2019, a total number of
1,344,911 companies and 7,511,278 businesses were registered under the Companies
Commission of Malaysia (Companies Commission of Malaysia, 2020). Part of these figures
represents the establishment of Small-Medium Enterprises (SMEs) in Malaysia as well. Due to
many SMEs established in the market, this creates a greater challenge for SMEs to gain a
strong market share.

In the 21st century, the younger generation has more knowledge and engagement on the
internet and technological platforms of digitalised environment than the older generations
(Das and Sankar, 2016). Digital marketing is defined as a promotional tool that is deployed to
reach potential customers through digital technologies. Digital marketing enhances the
promotion of products, services, or company brand through one or more forms of digital
media. Due to these benefits, SMEs can easily promote the profile of a company from three
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electronic platforms, namely internet searching, social media, and mobile phone apps (Das
and Sankar, 2016).

Social media marketing is defined as a marketing tool using any form of Internet media for
marketing purposes (Mabry and Porter, 2010). Among the social media platforms, most SMEs
prefer to use Facebook as an advertisement tool (Wee et. al., 2020) to attract new customers
and generate sales revenue (Mital and Sarkar, 2011). With many Facebook fans, SMEs can
create an impression and create value for customers. The information on the organic and
reach of the advertisements leads to a better decision on cost spending on such
advertisements (Mital and Sarkar, 2011). The customers who are willing to give a "Like" on
the Facebook page or respond to an advertisement are more likely to have interest in the
brand. This improves the open interaction between customers and business owners (Terry
and Savitz, 2011). SMEs engage in social media to lower the cost of advertisements (Wee et.
al. 2020), attract new customers through online contact as well as improve the interaction
with customers and the branding of the company (Ohajionu and Soney, 2015).

Social media marketing has created many opportunities and challenges for SMEs to
implement effective advertisements and promotions (Leung, 2012). As SMEs engaging in one
or more social media platforms to improve their marketing communication, attention is being
paid to its effectiveness. Although social media claim that it improves SMEs' marketing
activities, there is only limited research to support such claims (Bower, 2012). Leung (2012)
stated that social media marketing has different sets of approaches in terms of the design and
outline of an advertisement compared to the traditional method of advertising (newspapers,
TV, radio, billboards, etc.).

Although SMEs have a strong understanding of the importance of social media marketing,
most SMEs lack the knowledge and time to manage social media marketing effectively
(Peaslee, 2015). Furthermore, most of the users of social media have difficulties in
understanding the correct measurement (metrics) such as rate of impression, organic/paid
reach, relevance score, pay-per-click, cost-per-post (Hosford, 2011). Other metrics such as
cost efficiency, traffic-building, social buzz, brand development, customer comments, lead
generation, and event promotion have a different format of measurement and definition
(Hosford, 2011). SMEs may not engage the method and approach that are effective for their
social media marketing.

There has been a significant increase in the number of SMEs engaging in social media
marketing (Bank and Haan 2017; Leung 2012; Somera 2014). The main intention for SMEs to
engage in social media marketing is to seek new opportunities and the expansion of business.
Among those intentions, brand awareness, cost-efficiency, develop a new customer base, and
customer engagement are mentioned the most in previous research. Sjoberg (2017) stated
that the features of social media have been perceived as a great opportunity for companies
to create brand awareness globally. However, it is challenging for SMEs due to a lack of
knowledge to build effective brand awareness through social media.

The cost of advertisements has always been a challenge for SMEs to justify their effectiveness,
especially on a social media platform. Leung (2012) stated that the determination of the
effectiveness of social media has a different approach from traditional marketing. The metrics
and measurements for traditional marketing may not apply to social media. Mickey (2011)
stated that 61% of SMEs indicated that social media marketing is one of the top challenges to
implement in a business strategy as it requires knowledge and skill to implement. Therefore,
achieving cost-efficiency in social media marketing has become a great challenge to SMEs to
sustain their businesses over the long run.
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Building a customer base from social media is another challenge for SMEs. Chin, Lu and Wu
(2015) stated that social media allows SMEs to build a customer base through Facebook
pages, subscriptions, and followers. The more “likes” and “shares” that a Facebook page
receives, the more opportunities are available for a company to attract and engage with new
customers and generate sales revenue from them. To receive more “likes” and “shares”, the
organisation needs to create value for customers (Somera, 2014). The interaction between
customers and companies is another factor encouraging SMEs to engage in social media
marketing. Gajewski (2013) stated that customer engagement through social media has
become one of the main factors to build long-term relationships and attract new customers.
Although social media provide convenience for SMEs to engage with their customers, there
are challenges for them in retaining the value of the interaction, or else customers may leave
bad comments, reviews, or negative feedback about the business.

The past research has focused on the value of brand awareness and customer engagement
on Facebook. Inherently, a lack of study in the Malaysian business context would make it
difficult for Malaysian SMEs to apply the knowledge to their business operation. Therefore,
this research is needed to identify factors that influence SMEs to engage in Facebook online
marketing in Malaysia.

Literature Review

Social Media Platforms

Schmidt and Ralph (2011) defined social media as the tools to connect people through online
technology. Kaplan and Haenlein (2012) defined social media as the internet-based
application with the foundation of Web 2.0 that allows the creation and exchange of user-
generated content. Schmidt and Ralph (2011) also state that social media can be categorised
into four tools: social networks, blogs, microblogs, and real simple syndication. Kim (2010)
identified that most of the social media have similar characteristics, it can be group into three
general categories: social networking sites (Facebook, Twitter, MySpace, and LinkedIn), video
sharing sites (YouTube), and micro-blogging (Blogger, Jaiku, or Pownce).

Facebook, Twitter, Pinterest, YouTube, and Instagram are the most popular social media
platforms for customers and businesspeople (Banks and Haan, 2017). Social media platform
provides opportunities for SMEs to build a network and create exposure to customers (Cox,
2012). In Malaysia, the definition of Small-Medium Enterprise (SME) covers all sectors, which
are service line, manufacturing, agriculture, construction, and mining. The criteria of SME can
be determined by sales turnover (less than RM300,000) or the number of full-time employees
(less than 75 employees) to categorise the size of the company (SME Corp, 2013). The method
of social media has changed the way of communication channels all around the world. It
allows SMEs to build a connection with customers in the local and international markets.
Among the social media platforms, Facebook is the biggest social network worldwide with
over 2.89 billion active monthly users as of second quarter of 2021 (Statista Research
Department, 2021). Facebook users can post and share information, such as photographs, life
activities, real-time thoughts, comments and conversations on the user’s network or
community. Due to Facebook’s nature and features, the interaction between SMEs and
customers can be enhanced. SMEs can take the opportunity to build brand awareness to
attract a new base of customers.

Gregori and Baltar (2013) stated that more and more SMEs are using Facebook as a
networking tool to build and market their products/services specifically to the younger
generation. Due to the high level of usage of technological devices among younger
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generations, social media has become an essential tool for young customers. Social media
provides platforms to SMEs to create brand awareness (Leung, 2012), especially to younger
generations. Facebook features such as creating a community within the business create
brand values and customer engagement that help reduce competition. Customer
engagement helps SMEs highlight their product differentiation, vision, brand, and improve
quality.

Because the number of populations in social media has increased, SMEs can maximise the
effort to creating a strong brand in social media especially on Facebook. SMEs need to
maintain the quality of products and services as customers can easily leave good or bad
comments which would affect the company’s reputation. As customers can strengthen brand
perception or weaken it, SMEs need to take extra caution to safeguard their brands.

Malaysia SMEs and Internet Users

Malaysia Communication and Multimedia Commission (MCMC)’s Internet User Survey 2018
states that there are 28.7 million internet users in Malaysia. It has an increase of 10.5 percent
internet users compared to 2016. Among social networking and communication application,
there is a total number of 24.6 million social media users in Malaysia. Among those users,
97.3 percent owned a Facebook account. Facebook is the most preferred social media
platform in the country, followed by Instagram (57.0 percent), YouTube (48.3 percent),
Google+ (31.3 percent), Twitter (23.8 percent) and LinkedIn (13.3 percent).

The internet user spent an average of 6.6 hours online per day. Interestingly, there is no
significant difference between males and females spending time online. Male users spent an
average of 6.7 hours per day, while female users spent an average of 6.6 hours per day
(Internet User Survey, 2018). Among the technological devices to access the internet,
smartphones remained the highest for internet tools to access the internet compared to a
notebook, desktop computer, tablets and Smart Tv. Due to the increasing computing power
of the smartphone, users can easily access the internet, which led to the decline in using the
laptop, desktop, tablet, and smart TV (Internet User Survey, 2018).

For online activities, social engagement is the most frequent activity for internet users. There
is 96.5 percent of users using the internet for messaging, 85.6 percent used the internet for
social networking, 85.5 percent used the internet to get information, 77.6 percent used the
internet to watch or download video and 61.9 percent used the internet for work-related
(Internet User Survey, 2018).

The increasing number of internet users was due to the expansion of mobile broadband and
competition between broadband operators. With huge investment in expanding the facilities
and improving the quality of services, Malaysians can now easily subscribe to 3G and LTE
networks for a minimal cost. Therefore, the accessibility of the internet creates a need for
SMEs to engage in Facebook online marketing.

Factors Influence SMEs to Engage in Facebook Marketing

Facebook marketing studies mainly focus on its effectiveness (Leung, 2012; Somera, 2014;
Banks and Haan, 2017) and benefits (Behan, 2013; Brown-Peterson, 2017). However, a study
on the factors that influence Malaysian SMEs to engage in Facebook marketing is lacking.
Building a strong brand creates a long-term relationship with customers. Brand awareness
plays an important role in fostering the relationship between SMEs and customers. Brand
awareness is the ability to trace or node to a customer's memory which allows them to
identify the brand in different kinds of conditions. It often provides an identity of the product
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by linking the brand with a product characteristic (Sjoberg, 2017). An identical brand helps to
attract potential customers and create an understanding of which product belongs to a
company. Brand awareness creates a significant impact that low brand awareness comes with
low customer involvement and loyalty. Therefore, strong brand recognition creates an
identity in the customers' minds (Hague, Momen, Sultana, and Yasmin, 2013). Haque, et al
(2013) added that brand can be characterised as brand recognition and brand recall. Brand
recognition allows customers to identify the brand while at the same time the brand also
representing as a hint (Rios and Riquelme, 2010). While brand recall enables customers to
recall a perception of an item (Rios and Riquelme, 2010). Brand recognition benefits
customers when purchasing in the store; while brand recall benefits customers with certain
product features. Haque et al. (2013) added that brand awareness requires visualization like
logo and verbalization like a brand name. Unique advertising with special visualisation creates
a strong image and thus, improves brand awareness. As such, brand awareness can influence
SMEs to engage in Facebook marketing.

The Interactive Advertising Bureau (IAB) has published a research study on the benefits of
Facebook for several businesses in 2012 (Brown-Peterson, 2017). Companies such as Coca-
Cola, Disney, Converse, Starbucks, Red Bull, and Oreo are using Facebook’s “like” features
obtained over millions of Facebook fans. Because Facebook has many users, SMEs can easily
attract a new customer base by getting more fans to support the company and brand.
Facebook received USD 3,710 billion in advertisement revenue in 2011 (Deighton and
Kornfeld, 2012). About 83 percent of companies are using Facebook as a marketing tool
(Statista, 2018).

Somera (2014) added that customers that tend to engage with a brand are likely to make a
monetary transaction. Somera (2014) further claims that customers who purchase products
or services from an online company would lead to a strong online relationship. If the company
putting more value on the customer, it builds a strong encouragement to customers to
constantly visit and support the company’s Facebook page. Chin, Lu and Wu (2015) identified
that if a company’s post or the page has a greater number of “Likes” from customers, the
customer’s families and friends have the potential to view the company’s post or page.
However, it is hard to define whether the number of “Likes” increases represents a strong
relationship on contributing to the increase in sales revenue.

Dehghani and Turner (2015) state the effectiveness of the Facebook advertisement can be
measured by the numbers of “Likes” and “Shares”. The more “Likes” and “Shares” create a
strong brand and influence customers to spend more money on a particular product or
service. In addition, high numbers of “Likes” or “Shares” increases a good image of the
company and later, increases the brand's trustworthiness and reliability to customers. As a
result, Facebook marketing has the potential to create a new customer base for SMEs.

The definition of return on investment (ROI) is the measurement of performance appraising
the effectiveness of an investment. The investor can calculate ROI by dividing the value of an
investment and the cost of investment. The result is shown by percentage or ratio (Chen,
2019). Palmer and Koenig-Lewis (2009) state that it is challenging for SMEs to measure the
effectiveness of Facebook marketing or its ROI. Fisher (2009) added that the metrics of ROl in
traditional marketing are not applicable to determine the effectiveness of Facebook
marketing. The ROl formula is not suitable to apply and elaborate on its effectiveness as the
characteristics of all social media platforms are different (Fisher, 2009). Leung (2012) states
that Facebook has been claimed to improve marketing activities. However, there is little
research that supports the claim. Stelzner (2013) added that SMEs are looking for a solution
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to measure the ROI of Facebook marketing. Thus, it is essential to discover the component
and elements of marketing performance to measure effectiveness. As such, cost efficiency
plays a significant role in whether SMEs would engage in Facebook marketing.

Customer engagement is defined as an emotional connection between the company and
customers (Farook and Abeysekara, 2015). SMEs who constantly build a relationship with
customers through Facebook page allowed customers to show trust and brand recognition
(Katona et al., 2011). The Facebook platform allows SMEs to engage with customers in two-
way communication. This allowed SMEs to learn more about customers' behaviours, buying
patterns, and product or service preferences.

Although Facebook enables SMEs to engage with customers more closely, it creates a hidden
issue for SMEs as well. Due to electronic word-of-mouth (eWOM), customers possessed a
strong influence to affect potential customers in the buying decision (Koh, Hu, and Clemons,
2010). Traditional marketing does not leave any feedback, complaint, and comment from
customers. Nonetheless, with social media as a major advertisement tool, the words can be
easily spread negative feedback in the comment section (Culnan et al., 2010).

Facebook pages create an online platform for SMEs to engage customers directly. It has
become one of the major platforms in building long-term relationships and attracting new
customers through the recommendation from existing customers (Gajewski, 2013). By
spending time on Facebook, more data are generated to learn and study the customers'
behaviour and upheld its business value as well. As such, Facebook marketing enables
potential customer engagement with SMEs.

Discussion

This paper identifies factors influencing SMEs to engage in Facebook online marketing in
Malaysia. First, good branding builds long-term relationships with customers. High brand
awareness correlates with high consumer participation and loyalty. In this way, strong brand
familiarity builds consumer identification. Customers can recall a brand's opinion of an item,
increasing brand identification and memory when shopping. Second, as one of the leading
social media, Facebook has a large user base. Facebook's "like" function has amassed millions
of admirers. SMEs may expand their consumer base by enlisting additional supporters of their
firm and brand. Third, customers who connect with a brand are more likely to buy items or
services online. This connection may develop into a strong online relationship. If the company
values its consumers, it encourages them to be frequent and support its Facebook page.
Finally, Facebook has improved marketing activity, but SMEs struggle to quantify the ROI of
Facebook marketing. Typical marketing ROl measurements do not apply to Facebook
marketing. Because the features of each social media site vary, the ROI calculation cannot be
applied universally, and thus, it is necessary to identify its components.

Conceptual Framework

This study’s conceptual framework (Figure 3) is based on the factors discussed earlier. The
four factors consist of brand awareness, new customer base, cost-efficiency, and customer
engagement which influence SMEs to engage in Facebook Marketing.
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Figure 3: Factors that influence Malaysian SMEs to engage in Facebook Marketing

Conclusion and Future Studies

Past researchers have highlighted the need for more research on social media marketing
especially on Facebook marketing among SMEs. This study proposes a conceptual framework
on the factors influencing SMEs to engage in Facebook online marketing in Malaysia. The
study further broadens the understanding of social media marketing and the contributing
factors of Malaysian SMEs engaging in Facebook marketing. This study is in line with social
media trends as a marketing tool for a business to enhance brand awareness, create a new
customer base, increase cost-efficiency, and customer engagement. It also provides vital
information to the policymakers, educators, and entrepreneurs to better understand the
engagement of SMEs in social media marketing and ultimately help the SMEs increase their
market presence and revenues.

Utilizing a qualitative approach, the study could be expanded into multiple-case studies with
SMEs who already adopted Facebook marketing in their firms. The case study design could
increase the understanding of the reasons relating to SMEs engaged with Facebook
marketing. Semi-structured interviews can be developed and utilized during in-depth
interviews with the SMEs. This is to ensure that the SMEs through their lead entrepreneurs
give full information of their experience.
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