
“The effect of patronage buying motives on small business profitability: evidence
from Indonesia”

AUTHORS

Chalarce Totanan https://orcid.org/0000-0003-1988-3109

https://publons.com/researcher/4319093/chalarce-totanan/

Arung Gihna Mayapada https://orcid.org/0000-0002-6135-0667

https://publons.com/researcher/4174445/arung-gihna-mayapada/

Nina Yusnita Yamin https://orcid.org/0000-0003-0493-0101

https://publons.com/researcher/4321864/nina-yusnita-yamin/

Ni Made Suwitri Parwati https://orcid.org/0000-0001-6209-0193

Rahayu Indriasari https://orcid.org/0000-0002-0643-3865

https://publons.com/researcher/4321699/rahayu-indriasari/

ARTICLE INFO

Chalarce Totanan, Arung Gihna Mayapada, Nina Yusnita Yamin, Ni Made

Suwitri Parwati and Rahayu Indriasari (2021). The effect of patronage buying

motives on small business profitability: evidence from Indonesia. Innovative

Marketing , 17(1), 109-119. doi:10.21511/im.17(1).2021.09

DOI http://dx.doi.org/10.21511/im.17(1).2021.09

RELEASED ON Wednesday, 24 March 2021

RECEIVED ON Friday, 29 January 2021

ACCEPTED ON Wednesday, 17 March 2021

LICENSE

 

This work is licensed under a Creative Commons Attribution 4.0 International

License

JOURNAL "Innovative Marketing "

ISSN PRINT 1814-2427

ISSN ONLINE 1816-6326

PUBLISHER LLC “Consulting Publishing Company “Business Perspectives”

FOUNDER LLC “Consulting Publishing Company “Business Perspectives”

NUMBER OF REFERENCES

46

NUMBER OF FIGURES

0

NUMBER OF TABLES

2

© The author(s) 2021. This publication is an open access article.

businessperspectives.org



109

Innovative Marketing, Volume 17, Issue 1, 2021

http://dx.doi.org/10.21511/im.17(1).2021.09

Abstract

This study aims to find and analyze the profitability level of Fried Onion Small Business 
in Palu City, influenced by Patronage Buying Motives (PBM), which consist of com-
pany reputation, location of sales, selling price and guarantee to profitability. The popu-
lation of this study was 52. Population was chosen based on small business that still 
survives in fried onion business as a local business. The sample taken by purposive 
sampling was 35. Data collection was carried out by distributing questionnaires to the 
managers of fried onion small businesses. The analytical tool used is multiple linear 
analysis. The results shows that F test of PBM had a significant influence on profitabil-
ity at 0,822 or 82.2%. This means a very strong influence of the value of PBM. T-test 
shows that corporate reputation is of significant value of 0,286, location of sales – 0,426, 
and selling price has a significant value of the 0.235 influence on profitability, except 
guarantees that do not affect profitability because the value of 0.151 is less than the t 
table value of 2.0395. The impact of this study implies that small food businesses do not 
really need a guarantee like electronic products, because reputation and quality have 
become their guarantee.
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INTRODUCTION 

Small business is the backbone of any economy and the largest em-
ployment opportunities in every country (Eggers, 2020). They also 
play an important role in increasing people’s income because they 
open jobs for communities. In addition, they play an important role as 
a source of foreign exchange income for the country.

When the COVID-19 pandemic hit the world, small businesses were 
the most affected by the lockdown policy (Lu et al., 2020). In addi-
tion, the lack of resources has only exacerbated the current situation 
(Carballero-Morales, 2021). Many small businesses face running 
out of cash because they have to keep paying a number of expenses 
while having no income. Research results (Cowling et al., 2020) re-
veal that 61% of small businesses are at risk of running out of cash, 
including 8.6% that do not have retained earnings. The results of 
another study in China revealed that 80% of small businesses were 
temporarily closed during the COVID-19 pandemic due to logis-
tical restrictions, reduced workforce and reduced demand (Dai et 
al., 2021). Therefore, the crisis that hit the global economy at this 
time can be interpreted as a crisis that hit small businesses and their 
employees.
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The Ministry of Cooperatives, Small and Medium Enterprises (Micro Small Enterprises) of Indonesia 
recorded 1,417 small businesses affected by COVID-19, of which 68% were due to decreased sales, 14% 
due to difficulty obtaining capital, 9% due to late operations and distribution, 5% due to difficulties in 
obtaining raw materials, and the rest due to delayed production. Research results by Lutfi et al. (2020) 
show that social distancing policies have a significant impact on small businesses in Indonesia in terms 
of decreasing income and demand, and increasing raw material costs and production costs. Protection 
from the government sometimes needed to make a business, especially small businesses can keep oper-
ating and survive (Tandirerung et al., 2019). Government of Indonesia gives subsidies as one of the ways 
to help small business stay on running. 

The Central Sulawesi Province in Indonesia, in particular Palu City, has a superior product of local 
endemic onions. Small business of fried onions is one of the underdeveloped processing industries. In 
2018, out of 52 small and medium enterprises, fried onions are still limited to household businesses 
with a workforce between 3-10. This business is a souvenir business that depends on the tourism sector. 
However, the COVID-19 pandemic has closed a number of tourist attractions and decreased the num-
ber of tourists significantly.

Until now, patronage buying motives are research variables that are only associated with interests or pur-
chasing decisions by consumers and have never been associated with company profitability. Profitability 
is always assessed in terms of assets owned by the company and has not been linked to the marketing 
side of a product. Accounting research itself rarely involves variables outside accounting to see the level 
of profitability of the company. The research conducted by Totanan (2018) proves that patronage buy-
ing motives affect the going concern principle, but have not yet entered the realm of profitability. Even 
though profitability is one part that can make a company to maintain its business continuity and fulfill 
the concept of going concern in accounting.

The expected contribution of this study is to find empirical evidence that the profitability of an entity 
is not only influenced by accounting variables such as assets, but one of the factors is influenced by pa-
tronage buying motives, which consist of the company’s reputation, sales location, selling price, and 
guarantee.

1. LITERATURE REVIEW  

AND HYPOTHESES

Profit is the result of a summary of calculating 
business operations in a certain period of time. 
Profit is part of company information that is most 
in demand by stakeholders. Profit aims to pro-
vide measurements of changes in owner or stake-
holder wealth over a period and estimations of 
current business profitability, namely to what ex-
tent the business can cover its operational costs 
and obtain returns for its shareholders or owners 
(Subramanyan, 2017). 

Profit is so important not only for the owner or 
investor, but even for everyone who has an inter-
est in businesses. Profit is defined as income and 
profit after deducting expenses and losses. Profit 
based on the accrual accounting concept is cur-

rently associated as a measurement of operating 
activities. This is what Subramanyan (2017) said 
that the role of earnings as an indicator and an im-
portant element of profitability is very important, 
especially for analysis because profit helps in es-
timating the future profit potential of a business. 
That is, without company profits it is considered 
not to have a future and will soon be out of the 
operation, not be going concern.

To measure the future of the company, informa-
tion on profitability is needed. Profitability is de-
fined as a company’s ability to earn profits or prof-
its from its business (Sunyoto, 2013). According 
to Subramanyan (2017), profitability is seen as an 
illustration of returns on capital or investment and 
will be a long-term financial strength. Analysis 
of profitability can also be an important basis of 
planning and controlling business activities.
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To achieve profitability, small fried onion en-
terprises need an analysis of Patronage Buying 
Motives as variables that affect profitability. This is 
based on the concept of survival of each business, 
depending on the pattern of consumer shopping 
and the factors that motivate them in the envi-
ronment in which they survive (Moebarak, 2009; 
Setiadi, 2003). Consumers are not an accounting 
business. But a company can never make a profit 
and operate without consumers. Therefore, keep-
ing loyalty must be insightful of profitability, and 
one of the ways is through the patronage buying 
motives.

The importance of focusing on patronage buying 
motives is because the future of earnings is cov-
ered by contingency (Subramanyan, 2017). Why 
are the numbers of profits or losses for a company 
so important? Because in the event of a large profit 
distortion, this will create its own fears for man-
agers, owners, or investors. This means that their 
intrinsic values in the profit rate that are reflected 
as performance values.

Elements of patronage buying motives are of the 
motivation why consumers buy a product or why 
they consume it. The elements in this study are: 
company reputation, location of sale, selling price, 
and guarantee. Patronage Buying Motives are part 
of the company’s internal that influences consum-
er decisions to buy (Totanan, 2018; Weinstein & 
Kelling, 2007). These elements are a consideration 
for consumers to buy or consume a product that 
is available, even though the product is not a basic 
necessity or is only a souvenir (local foods) from 
the one place. 

The next is the reputation or good name of a com-
pany. Reputation is a picture of mind frame for 
an entity. This picture will be an image for some-
one. This image can be bad (negative), it can also 
be good (positive). The main aspects of a compa-
ny’s reputation are leadership, product and service 
quality, financial performance, staff service, envi-
ronmental responsibility and social responsibility 
(Sanjaya & Elsye, 2016). 

According to Erkmen and Esen (2014), reputation 
is an important asset for an organization. Sanjaya 
and Elsye (2016) also believed that the compa-
ny’s reputation is the perception of all stakehold-

ers. These stakeholders can be employees, inves-
tors, competitors, creditors, and even consumers. 
The company’s reputation is an award obtained by 
the entity because of the advantages of the com-
pany, which is its ability so that the company will 
continue to create new things to meet consumer 
needs (Aryska, 2017; Erkmen & Esen, 2014; Peter 
& Olson, 2013). 

The reputation dimension can include merchan-
dise, services, clients, physical facilities, promotion 
and convenience (Peter & Olson, 2013; Sanjaya & 
Elsye, 2016). However, the most frequently stud-
ied from the company’s reputation is a product 
in terms of product quality and price, as well as 
from services with satisfaction, ease of shopping. 
The reputation of the company is part of goodwill, 
identity, image, brand, and prestige in an organ-
ization (Putri & Hatane, 2016). Companies with 
good reputations are better to maintain profits.

One of the business successes is determined by the 
company location. The location of a company can 
affect distribution costs, market potential, ease of 
access, and access to sales. Site selection can re-
duce low distribution costs and the possibility of 
obtaining optimal profits (Muhardi, 2011). Alma 
(2009) states that locations are affected, among 
others by: 1) Consumer demographic characteris-
tics, 2) Local economic conditions, 3) Population 
and income conditions, 4) Competition, and 5) 
Social climate and trade.

The location in this study is defined as a place 
where the business is located. The location criteria 
that are considered good so far are strategic, easy 
to reach, and safe locations. For a number of con-
sumers who emphasize their purchases in a more 
strategic or more easily accessible place, parking 
is also a consideration (Swastha, 2000, 2002). The 
importance of location to increase company sales 
directly will affect business profitability in the 
future (Peter & Olson, 2013). Therefore, with the 
sales increase, the company’s revenue will auto-
matically increase. So, profitability will increase. 

Price is one of the important elements in sales and 
will determine the level of income. To reach the 
maximum level of sales, pricing must be moder-
ated. Prices reflect the value, quality, and bene-
fits of a product offered by a company (Kotler & 
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Armstrong, 2008; Wijaya, 2014). Another indi-
cator is competitiveness due to price. Price is al-
so one of the factors that can influence consum-
er decisions to buy a product. On the other hand, 
price is also a measure of the value of a person’s 
satisfaction on the product bought and expressed 
in units of currency (Sunyoto, 2013). Companies 
must be able to set a selling price policy appropri-
ately because it can affect sales. The purchase price 
is expected to cover all operational costs and earn 
profits (Tohar, 2000). 

Guarantee means warranty. Guarantees for fried 
onion products are related to the quality of prod-
ucts offered by business actors. Guarantees can 
also be one of the factors that influence consum-
er choice. Generally, quality assurance is always 
emphasized when offering a product to consum-
ers. Guarantees are generally in after-sales service, 
specifically on fixed assets with the long-term use 
(Royan, 2011). For customers, guarantees protect 
them from buying defective products and can in-
crease customer satisfaction. In addition, the com-
pany utilizes the guarantee as an effective promo-
tional tool because products with a longer guaran-
tee period signal to customers that the product has 
good quality (Royan, 2011; Wijaya, 2014). 

For food products such as Palu fried onions, the 
guarantee can be in the form of a damaged prod-
uct replacement and product quality guarantee. 
Quality assurance itself is the quality standard 
that the product has. Customers will feel happy 
and believe about a product. This guarantee will 
automatically lead to trust in the company com-
pared to the situation when consumers buy prod-
ucts without quality assurance. Warranty can pro-
vide a sense of security to consumers for the use of 
products they buy. Very likely, dissatisfaction will 
arise in customers moving to competitors. What 
is more, dissatisfaction due to the failure of the 
warranty will be stored in the minds and hearts of 
consumers. So, it is not easy to win them.

Based on the description above, this study aims 
to find and analyze the effect of company reputa-
tion, location of sales, selling price, and guaran-
tee as sub-variables of patronage buying motives 
on profitability. The focus is on fried onion small 
business in Palu city. Hypotheses of this study 
are formulated as follows: 

H1: Company reputation has a significant effect 
on profitability.

H2: Sales location has a significant effect on 
profitability.

H3: Selling price has a significant effect on 
profitability.

H4: Guarantee has a significant effect on 
profitability.

2. RESEARCH METHODS

This study uses survey methods and is verifica-
tive. The survey was conducted on 52 fried onion 
small enterprises in Palu, with the Department of 
Industry and Trade of Palu City (2017) as a popu-
lation. The population is defined as a generaliza-
tion area consisting of objects/subjects that have 
certain qualities and characteristics determined 
by researchers; the conclusions were studied and 
then drawn (Sugiyono, 2014). There were only 35 
that still existed, 17 are no longer active for vari-
ous reasons, among other things, due to disasters, 
capital outflows, and also because of unsustaina-
ble raw material supplies. The indicators of the re-
search variables can be seen in Table 1.

The data used in this study are primary data and 
secondary data. Primary data is collected through 
questionnaires, while secondary data is obtained 
through documents from media sourced, docu-
ments and journals related to this research. The 
data obtained is then processed using the SPPS 25 
program. The data processing results will be ana-
lyzed using multiple linear regression to test the 
hypotheses suggested above. 

Table 1. Variable indicators

Variables Indicator Scale

Company 

reputation (X
1
)

Product quality, product variety, 

service
Ordinal

Sales location (X
2
) Strategic location, easy to reach Ordinal

Price (X
3
)

Price compatibility, purchasing 
power, competitiveness of price Ordinal

Guarantee (X
4
)

Product standard, replacement of 
damaged

Ordinal

Profitability (Y) Sales, assets, capital, investment Ordinal
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3. EMPIRICAL RESULTS

The fried onion industry processes cooked ready-
made onions for fried onions using the process, 
stripping, slicing, frying, oil drying and packag-
ing. Through this process, the industry has used 
frying and packaging and drying production 
machines for those with a lot of capital. Oil dry-
ing is one of the steps that contribute to improve 
the quality of fried onion products. At that stage, 
chemical hazards from cooking oil can be reduced 
or removed (Jayadi et al., 2018). 

Validity and reliability testing by the SPSS for 
Windows version 25.0 program is done to deter-
mine the level of accuracy or reliability of research 
instruments. Validity refers to Karl Pearson’s as-
sumptions and reliability tests using Cronbach 
Alpha (a) statistical test techniques with Cronbach 
Alpha criteria > 0.60 (Ghozali, 2006, 2016). All 
statement items from each independent variable 
X and dependent variable Y show valid and reli-
able results. Classical assumption testing is done 
to find out whether the regression coefficients ob-
tained can be accepted, and avoid the possibility of 
violations of classical assumptions, which are the 
basic assumptions in regression analysis (Ghozali, 
2013). 

Multiple linear regression analysis is used to find 
out how the dependent variable can be predicted 
through more than two independent variables as a 
predictor factor. The results of multiple regression 
are in Table 2.

The coefficient of determination is seen in Adjusted 
R Square because there are more than three inde-
pendent variables. This value of 0.822 means that 
the variation of the patronage buying motives can 
explain the variation in the profitability variable 

of fried onion small business by 82.2%. It means 
that the 17.8% influence by other variables that 
have not been included in the patronage buying 
motives variable is seen in the regression equation 
model.

In the multiple R correlation coefficient of 0.918, it 
means that there is a positive relationship between 
the variables in patronage buying motives, which 
explains the variation in the profitability variable 
small business of fried onion in Palu City by 91.8%. 
From the results of data processing, the following 
regression equation is obtained:

1 2

3 4

4.152 0.267 0.497

0.305 21 .0. 7

Y X X

X X

+ +
+ +
= − +

 (1)

The b
0
 constant of –4.152 shows that without pa-

tronage buying motives, the profitability of the 
company will be at the minimum level. This 
means that the patronage buying motives variable 
has a very strong influence on the profitability of 
fried onion small business in Palu City.

This regression coefficient values of b
1
, b

2
, b

3
, and 

b
4
 give the meaning of finding a positive relation-

ship between company reputation of 0.267, sales 
location of 0.497, selling price of 0.305, and guar-
antee of 0.217, with profitability where each in-
crease in independent variables will have an im-
pact on increasing profitability. Each addition of 
one company reputation will increase profitability 
by 0.267, assuming that other independent varia-
bles do not change. The same assumption applies 
if the influence of the company’s location up one 
will increase profitability by 0.497. For the effect of 
selling prices, if both indicators will increase prof-
itability by 0.305, and guarantee as the smallest 
independent variable, then profitability will in-
crease by 0.217 for each addition of one guarantee.

Table 2. Multiple linear regression calculation results

No. Independent variable
Coefficient 
Regression

t-count Sig. r-partial

1. Company reputation (X
1
) 0.267 2.861 0.008 0.463

2. Sales location (X
2
) 0.497 4.262 0.000 0.614

3. Price (X
3
) 0.305 2.345 0.026 0.394

4. Guarantee (X
4
) 0.217 1.513 0.141 0.266

Constants = –4,152 F count = 40.188 Sig. F = 0.000

Multiple R = 0,918 R Square = 0.843
α = 0.05

Adjusted R Square = 0.822
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The F-test is conducted to determine whether the 
independent variable X has a significant effect on 
the dependent variable Y. Based on the results of 
the ANOVA (Analysis of Variance) or F test, the 
F count is 40.188 > F table of 2.68, and the signif-
icance level is smaller than the level of distrust 
0.000 < 0,05. The results of the test mean that pa-
tronage buying motives influence profitability so 
that the company’s reputation, location of sales, 
selling price and guarantee simultaneously are 
thought to have a significant effect on profitability.

The t-test is conducted to find out whether every 
X variable in the patronage buying motives has 
a significant influence on or contribution to the 
Y variable. The results of the t test statistic of the 
four independent variables in the regression mod-
el show that:

a) The t count of corporate reputation is greater 
than t table (2.861> 2.0395), and the signifi-
cance level is smaller than the confidence level 
of 5% (0.008 <0.05). The value means that the 
company reputation variable has a significant 
effect on profitability. So H1, which states that 
the company’s reputation has a significant ef-
fect on profitability, is accepted.

b) The t count value of the sales location is great-
er than t table (4.262> 2.0395), and the signifi-
cance level is smaller than the confidence level 
of 5% (0,000 <0.05). This means that location 
sales variables have a significant effect on prof-
itability. Therefore, H2, which states that the 
location of sales has a significant effect on prof-
itability, is accepted.

c) The t count value of the selling price is greater 
than t table (2.345> 2.0395), and the signifi-
cance level is smaller than the confidence level 
of 5% (0.026 <0.05). This value gives the mean-
ing that the selling price variable has a signif-
icant effect on profitability. Finally, it can be 
concluded that H3, which states that the sell-
ing price has a significant effect on profitabil-
ity, is accepted.

d) The guarantee value is smaller than t table 
(1.513 <2.0395), and the significance level is 
greater than the confidence level of 5% (0.141> 
0.05). This means that product guarantee var-

iables do not affect profitability. Therefore H4, 
which states that the guarantee has a signifi-
cant effect on profitability, is rejected.

Based on the results of this study, which examined 
the influence of the company’s reputation, location 
of sale, selling price and guarantee of fried onion 
product small business in the city Palu, there are 
several things that can be explained in this study.

4. DISCUSSION

The small business problem can be the same an-
ywhere in the world. The main problem of small 
businesses it to survive, provided that capital 
and profits do not increase, especially during the 
COVID-19 pandemic. According to Ajara (2017), 
patronage buying motives is the reason that mo-
tivated buyer to decide to purchase a product. 
Palu city has 35 shops that sell fried onions so 
that buyers may compare a particular fried on-
ion shop in preference. Rachman (2006) proves 
that the company’s reputation influences mar-
keting performance. If marketing performance 
increases, sales will increase. At the end of the 
sales, performance will be directly correlated 
with the profitability. This is supported by Yani 
and Endang (2015) who state that the company’s 
reputation influences consumer purchasing deci-
sions. The decision to buy will also lead to the 
company’s profitability. Reputation or branding 
effect positively impact the quality perceptions 
of consumers, and it was also found that seller’s 
reputation has an impact on the perceived val-
ue of customers of purchase decision-making 
(Bianchi, Bruno, & Sarabia-Sanchez, 2019; Laja, 
2020; Vafadarnikjoo et al., 2018). 

Kotler and Amstrong (2012) said that the place-
ment of a strategic location is an important 
thing. The decision about location sales must 
consider the potential for economic growth and 
stability, competition, and potential climate 
(Noersyeha & Sosianika, 2018; Sosianika & 
Najib, 2018). Ghanimata (2012) proves that the 
location of sales is a variable that most inf luenc-
es the tendency of consumers to buy a product. 
This is supported by Totanan (2018) that the 
location of sales inf luences the going concern 
principle.
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The price is also to the basis for achieving the prof-
itability. The results of this study indicate that price 
affects profitability. Other studies prove that sell-
ing prices affect an increase in sales of a company’s 
products (Ginting et al., 2014; Totanan, 2018; Yuliati, 
2011). Instead, this study found that the guarantee of 
fried onion products as local food did not affect prof-
itability. Product guarantees, in particular, are only 
halal statements to be things that are also taken by 
consumers in buying a product. Awan et al. (2015) 
and Nurhayati and Hendar (2019) have proved that 
halal product awareness affects halal product pur-
chase intention. Empirically, this is also supported 
by interviews and respondents’ statements that con-
sumers are mostly people who come from the other 
city. Product guarantees are also related to security 
for consumption, so that being equipped with an 
expiration date is one form of guarantee from local 
food producers. 

Knowing patronage buying motives that make con-
sumers choose to buy or use a company’s products 
is very important for small business. Focus and pay-
ing attention to patronage buying motives certain-
ly helps business owners in achieving profitability. 
Understanding consumers buying motives will help 
in product positioning, gaining competitive advan-
tage. Patronage buying motives are important for in-
creasing profitability. The happier and more loyal a 
customer to the company, the more income will be 
added. If high income will have an impact on profit-
ability, even though in accordance with the account-
ing concept of income (profit) must be matching 
with costs to obtain the profit. So, to get profitability, 
consumer factors must be an important concern for 
every company.

This study proves that company reputation influ-
ences the profitability of small business in Palu City. 
According to Yani and Endang (2015), reputation is 
represented by the quality of products. Quality and 
hygienic products are indicators of the company’s 
reputation. This is based on a product or service 
closely related to the reputation associated with the 
brand name. In the industry, brands are often associ-
ated with the company’s reputation. This means that 
the quality of a product or service is related to the 
company’s reputation, combined with the product 
brand (Selnes, 1993), specifically for local food prod-
ucts that have distinctive characteristics from other 
regions. The advantage of these products is that the 

competencies of local business managing products 
will be superior compared to other regions.

Company reputation is one of the focuses that influ-
ence consumers and interest in buying. Reputation 
is a basis for attitude and trust in brand, image and 
taste. Studying factors that influence consumer de-
cisions, it was found that reputation had a positive 
effect on buying decisions (Gunawan, 2006). Bad 
products will also have a negative impact on the 
company’s reputation. Once a product is considered 
good or bad, it will always be attached, remembered 
and become a consumer image. This means that it is 
important to understand the factors of a company’s 
reputation that will affect the company’s profitability.

The reputation of the company is also one of the com-
pany’s competitive advantages. The better the com-
pany’s reputation in the eyes of the market, the more 
attractive the company’s products are, specifically 
food products. The higher the market interest in the 
product, the greater the opportunity for companies 
to increase sales, the more consistently the compa-
ny make profits. A company with a good reputation 
also increases its value and makes it easier to set the 
selling price of the product. The products produced 
will also be valued higher because the reputation has 
its own price.

Companies with good reputation are able to potenti-
ate their performance and competitiveness (Ginesti 
et al., 2018). Referring to the research of Putri and 
Hatane (2016), corporate reputation has a signifi-
cant effect on financial performance. According to 
Sanjaya and Elsye (2016), the company’s reputation 
has an effect on financial performance, besides, there 
is a direct relationship between the company’s rep-
utation and financial performance, even the study 
also proved that there is a positive and sustained re-
lationship between company reputation and finan-
cial performance. One indicator of financial perfor-
mance is profitability.

The sales location affects the profitability of fried 
onion small business in Palu City. Consumers 
strive for a strategic, safe, comfortable company’s 
sales location, and the atmosphere of the place. 
The right sales location has a positive correlation 
with profitability. If the company is not right in 
determining the location of its sale, it will reduce 
its competitiveness and selling power. This means 
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that income can decrease and profitability ratios 
will also decrease. As a result, in the long run, 
the company can fail and stop working (Totanan, 
2018). That is, the more strategic location of sales 
will provide maximum profit opportunities for 
the company, and vice versa. The influence of sales 
location on the profitability of fried onion small 
businesses can be one of the benchmarks for in-
creasing the company’s profitability. This is sup-
ported by Suharti (2006) that the place of sale (like 
outlet) influences the profitability of the business 
in Surakarta. Printezis and Grebitus (2018) said 
that it is important for farmers, marketers, and 
policy makers to understand consumers’ motiva-
tion for buying local through various channels.

Empirically, the results of this study found that 
selling prices affect the profitability of fried on-
ion small business in Palu City. Although the cost 
components calculated in the cost of goods have 
not been calculated based on real costs but esti-
mated based on expenditure and compared the 
existing market prices. This has an effect on the 
varying selling prices of fried onion products at 
the same time, especially on big or religious hol-
idays. Because in these seasons there is high de-
mand and the holiday season. Julianti (2015) sup-
ports that the selling price affects profitability.

Selling prices as a determinant of the profitability 
of a business are directly correlated with income. 
Income is recognized if the company sells goods 

or hands over services. Not related to when mon-
ey or cash is received if it is based on the accrual 
accounting concept. Likewise, the costs are always 
associated with income received and has not been 
linked to when the costs are paid.

The selling price also correlates with the quality of 
goods sold. Consumers tend to compare the sell-
ing price with the benefits they will get. Consumer 
targets are also important considerations in plan-
ning selling prices. There are consumers who tend 
to like low prices, but a few consumers who still 
choose expensive prices if the product has quality 
and gives satisfaction.

Guarantees have a positive but not significant ef-
fect on the profitability of fried onion small busi-
ness in Palu City. Some business owners state that 
they will be responsible for sales errors but not for 
product returns. This means: the company’s rep-
utation, selling price, and sales location are more 
important than product guarantees. Besides, the 
most of the population of Palu city is Muslim, so 
there is little concern for the halal status of prod-
ucts produced here. This result might be different 
if this study was conducted on non-food prod-
ucts. For example, a guarantee on the purchase 
of fixed assets. It is understandable if previous re-
search was not in line with this study, since some 
previous research did find guarantees that affect 
sales rather than profitability (Rahmatya, 2017; 
Wijaya, 2014).

CONCLUSION

Based on the study’s aim to find the level of profitability, it was found that three sub-variables of patron-
age buying motives, such as company reputation, sales location, and selling price, significantly affected 
the profitability of fried onion small business in Palu City. The influence of the company’s reputation on 
the profitability of a fried onion small business in which consumers consume fried onions because of 
the image of Palu fried onions, is significant and considered as a necessity. This image makes it easy for a 
small business to develop strategies to achieve profitability by improving reputation. The fourth variable, 
guarantee, does not affect the profitability of the fried onion small business in Palu City. Empirically, 
this shows that food products rarely impose collateral for damage to products that have been purchased 
by consumers. This will be in contrast to similar electronic products that have long-term functions, 
where guarantees are an important consideration for consumers when buying a product.

The limitation of this study is for the population that only uses small business of fried onions, so they 
cannot generalize the results to other small businesses with different products. In addition, fried on-
ions are local agricultural products that follow the season, so the possibility of price stability is not met. 
Small fried onion businesses are also still traditionally managed and lack a clear organizational struc-
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ture. In addition, inconsistencies with previous research on guarantee variables that have no effect rep-
resent opportunities for further research that could be done. This has spurred more attention to quality 
improvement through clear composition and expiration dates, and the presence of halal labels.
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