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Abstract

The study investigated how 'word of mouth' originates in the chain restaurant industry. It has long been acknowledged
that 'word of mouth' is a critical factor for the success of a restaurant business due to its targetability and cost effec-
tiveness. A review of the literature revealed four antecedents of 'word of mouth" service quality, perceived value,
satisfaction, and relationship quality. Based on the theoretical/empirical relationships between those constructs, a struc-
tural model composed of the hypotheses was proposed. The structural model was tested with data collected from 471
chain restaurant patrons. The structural equation modeling analysis revealed that five constructs in the proposed model
are interrelated, and during this process, word of mouth is formed in the chain restaurant industry. A positive relation-
ship between service quality and satisfaction (0.265, p<0.05), service quality and perceived value (0.831, p<0.05), ser-
vice quality and relationship quality (0.465, p<0.05), and service quality and WOM (0.263, p<0.05) were found, indi-
cating that service quality is a key prerequisite for word of mouth and other constructs proposed in the model. It was
revealed that perceived value doe not have a direct impact on WOM formation (+=1.275, p=0.202), but a positive rela-
tionship between perceived value and satisfaction (0.293, p<0.05) and between satisfaction and WOM (0.627, p<0.05)
were found. Therefore, it was concluded that patrons' perceived value influences word of mouth formation, but that im-
pact is mediated by satisfaction. During this process, relationship quality also plays a mediating role in generating word
of mouth. Based on data analysis, theoretical/managerial implications are discussed.

Key words : Word of mouth, service quality, perceived value, satisfaction, relationship quality, chain restaurant.

INTRODUCTION For the reasons mentioned above, a good number of com-

panies across sectors of industries have adapted different types
Word of Mouth (WOM) is the extent to which a customer

would and does recommend a company's products to others
(Berger et al 2006). A number of studies have discussed the

of WOM marketing tactics. For example, automobile com-
panies (Honda motors, Toyota motors, Hanmar motors), air-
line companies (United Airlines), and hotel companies (Wes-
importance of WOM, defined as customers' willingness to tin, Caesar's Poccono Resort) actively use WOM marketing
recommend and make referrals, due to the widely recognized

belief that WOM is the most important method of obtaining

programs in order to attract new customers and enhance exis-

ting customers' retention rate (Ryu & Feick 2007). These

new customers (Raymond & Tanner 1994). Jones & Sasser's . . .
(Ray ) companies try to soothe customer complaints, thus enhancing

(1995) research showed that companies generally achieve perceived service quality and customer satisfaction, try to build

approximately 60% of their new customers via WOM. More- high level of relationship quality with their customers, and then,
ultimately, try to create positive WOM (Blodgett et al 1997).
Previous researchers (e.g. Anderson EW 1998, Chevalier &
Mayzlin 2006, Gremler et al 2001, Mummert H 2000) fore-

casted that such WOM marketing tactics will be more empha-

over, WOM marketing (referral reward program) helps to
improve customer retention by rewarding existing customers
(Ryu & Feick 2007).

' Corresponding author : Cindy Yoonjoung Heo, Tel : +81-413-
687-2738, E-mail : travelove@gmail.com sized and practically adapted by companies in the future, be-
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cause of their targetability and cost effectiveness compared
with other traditional marketing strategies.

Chain restaurant industry is not an exception in this regard.
A chain restaurant is a set of related restaurants with the same
brand name in many different locations (Wikipedia 2008).
Chain restaurants operate under the same brand name; there-
fore, positive/negative WOM more critically influence all the
restaurant branches' image/revenue/success. In the respect, many
chain restaurant brands try to build positive WOM in various
ways. For example, in order to create positive WOM, chain
restaurants intends to improve service quality (Dutta et al
2007), patrons' dining satisfaction (Susskind AM 2002), their
perceptions towards a value (Ha & Jang 2010), and relation-
ship quality (Hyun S 2009). However, little study has exa-
mined how these investments are related to actual WOM for-
mation, nor has theoretical/empirical research examined how
WOM is created in the chain restaurant industry. The restau-
rant industry lags behind other industries in terms of WOM/
referral research. Herein, the present study aims to develop
and test a model of WOM formation utilized for the chain
restaurant industry.

This study seeks to identify key determinants of WOM for-
mation in the chain restaurant industry, while examining possible

relationships among those determinants.

HYPOTHESES DEVELOPMENT

1. Word of Mouth

Word of Mouth (WOM) is defined as a "customer's willing-
ness to recommend and make referrals" (Raymond & Tanner
1994). The theoretical background of WOM is the social ex-
change theory (Frenzen & Nakamoto 1993, Gatignon & Ro-
bertson 1986, Ryu & Feick 2007). Customers/patrons receive
a good service/value, thus satisfied with the company. Then,
as a reward, they say good things about the company to other
people (Dichter E 1966). This is how social exchange theory
explains the relationships between 'give' (WOM) and 'take'
(good service, satisfaction, good relationship quality) (Emer-
son RM 1976). In contrast, customers/patrons who received a
bad service or unsatisfactory service would reduce post- pur-
chase anxiety or dissonance by talking about their bad expe-
riences with the company (Arndt J 1967, Gatignon & Robert-
son 1986).

It is commonly argued that WOM plays a critical role in
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shaping consumers' attitudes and behaviors. According to Brown
& Reingen (1987), WOM is seven time more effective than
newspaper and magazine advertising, four times more effec-
tive than personal selling, and twice as effective as radio ad-
vertising. Moreover, WOM bears a positive impact on sales
and thus related to the shareholder value of a company (Che-
valier & Mayzlin 2006). In this sense, investigating antece-
dents of WOM bears great importance in consumer behavior

research.

2. Service Quality

Previous studies have suggested that WOM is highly in-
fluenced by patrons' perceived service quality (Harrison-Wal-
ker LJ 2001, Tanner JF 1996). Service quality is conceptua-
lized as a customers' attitude towards perceived performance
of specific dimensions of a service (Cohen et a/ 1972, Cronin
& Taylor 1992). According to the social exchange theory, such
attitudes towards service dimensions create positive/negative
WOM (Boulding et al 1993). In this sense, theoretically, there
should be a causal relationship between service quality and
WOM formation process.

Theoretical relationship between service quality and WOM
was empirically test. Harrison & Walker (2001) examined the
relationship between service quality and customers’ WOM with
data collected from 471 customers. Based on structural equa-
tion modeling, they found that service quality influences WOM
significantly and positively. Based on these theoretical/empi-

rical backgrounds, following hypothesis was proposed:

Hypothesis: Service quality influences WOM positively in

the chain restaurant industry.

3. Perceived Value

Previous studies (Hartline & Jones 1996, Lin et al 2005)
also postulated that perceived value is an antecedent of WOM.
Perceived value is defined as the customer's objective assess-
ment of the utility based on perceptions of what is given up
for what is received (Rust et al 2000). As a customer places
higher value with regard to the service that he/she experienced,
the more likely the customer spreads positive WOM (Swan &
Oliver 1989). Zeithaml VA (1988) provided a seminal work
for understanding a customer's perception of a value. Accor-
ding to his argument, value is composed of four dimensions:

(1) low price, (2) whatever I want in a product, (3) the quality
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I get for the price I pay, and (4) what I get for what I give
up, including time and effort. These components are relevant
to the social exchange theory: customers compare what I
received with what I paid, then take relevant actions (WOM).

The theoretical relationship between perceived value and
WOM was empirical tested. Hartline & Jones (1996) empiri-
cally tested the causal relationship between perceived value
and WOM. They distributed questionnaires to hotel guests, and
collected 1,251 usable responses. According to their structural
equation modeling, hotel guests' perceived value influences
WOM formation significantly (0.555, p<0.05). Extending their
findings, Ha & Jang (2010) investigated the relationship bet-
ween perceived value and WOM in the restaurant industry.
Based on the data collected from 607 dining patrons in U.S.,
they found that perceived value is a key determinant of WOM
in the restaurant industry. Furthermore, Hartline & Jones's
(1996) study also showed that service quality influences per-
ceived value of customers (0.395<0.05) significantly and posi-
tively. The above-mentioned studies suggest the following two
hypotheses in respect to the relationships between perceived
value and WOM.

Hypothesis: Perceived value influences WOM positively in
the chain restaurant industry.
Hypothesis: Service quality influences perceived value po-

sitively in the chain restaurant industry.

4. Satisfaction

For many years, it has been strongly believed that customer
satisfaction is a key determinant for WOM (Ha & Jang 2010,
Jones et al 2006, Oliver RL 1980, Reichheld & Sasser 1990).
Theoretically, customer satisfaction incorporates judgements
and reactions towards what the customers received from the
service (Mano & Oliver 1993, Oliver RL 1992). Consequently,
satisfied customers tend to produce positive WOM. In con-
trast, unsatisfied customers would result in negative WOM
(Westbrook & Oliver 1991). Based on this theoretical argu-

ment, the following hypothesis is therefore proposed:

Hypothesis: Satisfaction influences WOM positively in the

chain restaurant industry.

In addition to the relationship between satisfaction and WOM,

large numbers of studies postulated the causal relationship
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between perceived value and satisfaction (Babin et al 1994,
Day & Crask 2000, Jones et al 2006, McDougall & Levesque
2000). Satisfaction is created in a customers' mind through
positive perceptions of value regarding products or services.
For this reason, conceptually, perceived value of customers
would be a factor which influences satisfaction.

Empirical studies further support this argument. For exam-
ple, Babin et al's (1994) study analyzed data collected from
404 adult residents of a large midwestern community consu-
mers representing potential respondents of a regional shopping
mall's demographic profile. Based on data analysis, they found
high correlation between perceived value and customer satis-
faction. Extending their research, Jones et al (2006) examined
the relationship between perceived value and customer satis-
faction with data collected from 245 shopping customers in
retailing industry. They found the positive impact of perceived
value on customer satisfaction. The following hypothesis is
therefore proposed regarding the relationship between per-
ceived value and customer satisfaction in the chain restaurant

industry:

Hypothesis: Perceived value influences patrons' satisfaction

positively in the chain restaurant industry.

Previous studies further suggest that service quality is an
important antecedent of customer satisfaction (Oh H 1999,
Spreng & Mackoy 1996). Actually, it is strongly believed that
service quality is a key determinant for customer satisfaction,
revisit intentions, customer loyalty, and company profitability
(Taylor & Baker 1994). Spreng & Mackoy's (1996) study em-
pirically tested the relationship between service quality and
satisfaction with data collected from 273 students in an underg-
raduate marketing class. They showed a positive relationship
between the two constructs (0.490, p<0.05). Similarly, Taylor &
Baker (1994) examined the relationships between service qua-
lity and relevant satisfaction with the data collected from 426
consumers in seven cities geographically dispersed throughout
the United States. They also found that service quality directly
influences satisfaction. Extending their research, Oh H (1999)
tested same relationship in the hotel segment, and also found
a significant relationship between service quality and satisfac-
tion of guests. In the restaurant segment, Brady & Robertson
(2001) tested the relationship between service quality and

satisfaction in order to examine whether service quality is



20(4): 606~618 (2010)

universally an antecedent of satisfaction or whether the causal
order is context-specific. By analyzing 309 restaurant patrons'
data collected from two different cultural regions-United States
and Ecuador. They found that service quality is an antecedent
of satisfaction across cultures. Therefore, service quality should
be a determinant of satisfaction, which leads us to the follo-

wing hypothesis:

Hypothesis: Service quality influences patrons' satisfaction

positively in the chain restaurant industry.

5. Relationship Quality

Jarvelin & Lehtinen (1996) defined relationship quality as
customer's perceptions of how well the relationship with a ser-
vice provider fulfills his/her expectations, predictions, goals,
and desires. Practically, relationship quality reflects the degree
a customer trust a service provider/company, thus rely on its
integrity (Crosby et al 1990). Strong relationship quality sig-
nifies that the customer has been satisfied with the perceived
service quality/value, thus trusts the service provider's future
performance, and eager to maintain the relationship (Roberts
et al 2003). In this sense, for many years, the concept of
relationship quality has been a key mediator between service
marketing constructs in the relationship marketing literature.

Research has been conducted to examine the antecedents
and consequences of relationship quality. Hyun S's (2009) study
found that the service quality is a key indicator of relationship
quality in the chain restaurant industry. He analyzed 208 pat-
rons' behaviors and revealed that patrons' perceived service
quality influences relationship quality positively. Furthermore,
goal and action identification theories (Carve & Scheier 1990,
Vallacher & Wegner 1987) support that customer's perceived
value is higher level goal, while relationship quality is lower
level goal. According to this theory, high level goal (per-
ceived value) influences low level goal (relationship quality).
Therefore, theoretically, perceived value is an antecedent of
relationship quality. Empirical studies (Sirdeshmukh et a/ 2002)
further support this relationship. Sirdeshmukh et al (2002)
investigated the relationship between perceived value and
relationship quality with empirical database. They collect data
from the retail clothing and airline industries' customers, and
their data analysis revealed that perceived value of customers
influences relationship quality between a seller and a buyer.

The following three hypotheses are therefore proposed re-
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garding the relationship between antecedents and relationship

quality in the chain restaurant industry:

Hypothesis: Service quality influences relationship quality
positively in the chain restaurant industry.

Hypothesis: Perceived value influences relationship quality
positively in the chain restaurant industry.

Hypothesis: Satisfaction influences relationship quality po-

sitively in the chain restaurant industry.

Lastly, previous studies have showed that the consequence
of relationship quality is WOM. Researchers theorized that
relationship quality closely forecast customers' WOM (Grem-
ler et al 2001). Based on this theoretical background, Kim et
al (2001) hypothesized the relationship between two constructs.
By examining data collected from hotel guests, they found
that a company's relationship marketing activities can enhance
relationship quality between customers and the firm, conse-
quently creating customers' willingness to recommend. Based
on theoretical and empirical background, the last hypothesis is

derived:

Hypothesis: Relationship quality influences WOM positi-

vely in the chain restaurant industry.

In summary, to investigate the antecedents of WOM, thorough
literature review has been conducted. Based on theoretical/
empirical backgrounds, four constructs influencing WOM for-
mation were derived and their causal relationships were deve-
loped. The next section of this study will test the hypothe-
sized relationships with collected data in the chain restaurant

industry.

6. Proposed Model and Hypotheses
Integrating the previous literature, this research proposed a
structural model of WOM formation in the chain restaurant

industry (Fig. 1). Ten hypotheses were developed.

H1: Service quality positively influences patrons' satisfac-
tion in the chain restaurant industry.

H2: Service quality positively influences perceived value in
the chain restaurant industry.

H3: Perceived value positively influences patrons' satisfac-
tion in the chain restaurant industry.

H4: Service quality positively influences WOM in the chain
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Fig. 1. Proposed model of WOM formation in the chain
restaurant industry.

restaurant industry.

HS5: Service quality positively influences relationship quality
in the chain restaurant industry.

H6: Perceived value positively influences relationship quality
in the chain restaurant industry.

H7: Relationship quality positively influences WOM in the
chain restaurant industry.

H8: Perceived value positively influences WOM in the chain
restaurant industry.

H9: Satisfaction positively influences relationship quality in
the chain restaurant industry.

H10: Satisfaction positively influences WOM in the chain

restaurant industry.

METHODOLOGY

1. Sample and Data Collection

A self-administered questionnaire was distributed to 3,134
chain restaurant patrons in United States by an online market
research company in May of 2009. The 3,134 patrons live in
all over the United States, thus represent whole population of
United States. This research company invites the population to
take the on-line survey, and provide incentives when the res-
pondents complete the survey. From the 3,134 questionnaires
distributed, 371 usable responses were collected, for a usable
response rate of 11.84%. Table 1 shows the respondents' de-
mographic profile.

Among the respondents, 45.3 percent were female and 54.7
percent were male. In terms of age, the respondents were
fairly evenly distributed from 18 to 87 years old; the mean

age was 45.7 years. The majority of respondents were Cauca-
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Table 1. Sociodemographic profile of respondents

Fr n Percen
Variables (;;il;lc)y e(‘;g t
Sex
Female 168 453
Male 203 54.7
Income
under US $ 25,000 72 19.4
US $ 25,500~39,999 85 229
USS$ 40,000~54,999 68 18.3
USS$ 55,000~69,999 58 15.6
US$ 70,000~84,999 33 8.9
US$ 85,500~99,999 22 5.9
US$ 100,000~149,999 23 6.2
US$ 150,000 and over 10 2.7
Race
Caucasian/White 314 84.6
African-American 16 43
Asian 15 4.0
Hispanic 19 5.1
Other 7 1.9
Education level
Less than high school degree 10 2.7
High school degree 56 15.1
Some college, but no degree 136 36.7
Bachelor's degree 111 29.9
Graduate degree 58 15.8

Mean age = 45.69+17.85

sian (84.6%), and over half of the respondents had bachelors
or graduate degrees (29.9% for the former and 36.7% for the
latter). About income, the respondents were fairly evenly
distributed, with the largest group (22.9%) reporting an in-
come between $ 25,000 and $ 39,999 and the smallest group
(2.7%) reporting an income of $ 150,000 or more; 57.7% re-
ported incomes higher than $ 40,000.

2. Measures
To measure the constructs in our proposed model, validated

scales from the literature were adapted to the food-service
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setting as follows:

Service quality was measured with 22 items developed by
Cronin & Taylor (1994); Perceived value was measured with
eight items developed by Rust er al (2000); Satisfaction was
measured with three items drawn from Hennig-Thurau et al
(2002) and Oliver RL (1980); Relationship quality was mea-
sured with eight items developed by Rust et al/ (2000); Word
of Mouth was measured with relationship quality was
measured with 13 items developed by Harrison-Walker LJ
(2001);

The initial items were adapted from the previous literature,
then the items were modified after a pre-test with sixteen fa-
culty members. All items were assessed on five-point Likert-
type scales ranging from 1 (‘strongly disagree') to 5 (‘strongly

agree').

3. Measurement Refinement and Pilot Survey

Measurement items were adapted from previous literature,
but they were developed based on general marketing context,
thus some of them are not relevant in the restaurant industry.
For this reason, scale purification processes were conducted.
First, sixteen faculty members majoring in restaurant opera-
tion, marketing, and consumer behavior reviewed the initial
measurement items, and revised/deleted some of the items so
they would fit into the restaurant industry. This is the quali-
tative approach that is widely accepted for scale purification
(Hinkin et al 1997). Based on the faculty members' advices,
items were revised. Second, a focus group interview was con-
ducted with three patrons in the chain restaurant industry who
had indicated high familiarity with chain restaurants. The ini-
tial items were reviewed question by question, and the focus
group process was audio-taped. The measurement items were
re-worded accordingly, so the adapted measure is more realis-
tic and closely describes operation in the restaurant industry.
This approach is also widely accepted in scale purification
process by previous studies (Zikmund W 2003). Third, a pre-
test was conducted with two faculty members and eight gra-
duate students in a university in United States majoring in
research methodology, restaurant marketing, and consumer be-
havior. Through these processes, some items were deleted,
and some of them were re-worded, so they are more relevant
to the restaurant industry. After these item purification pro-
cesses, the survey questionnaire was completed, then distri-

buted to 3,134 patrons in the chain restaurant industry.
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FINDINGS

1. Exploratory Factor Analysis

Service quality is a multi-dimensional construct (Cronin &
Taylor 1994). Therefore, to find underlying structure of ser-
vice quality in the chain restaurant segment, exploratory factor
analysis with principal component extraction and varimax ro-
tation was conducted. KMO value was 0.879, thus achieved
acceptable sampling adequacy for factor analysis. Three di-
mensions whose eigenvalues are higher than 1.0 were factored
from the data set: responsiveness, tangibles, and reliability. These
three dimensions explained 67.3% of total variance, which is
acceptable in the social science (Hair ef a/ 1998). Cronbach al-
pha was used to examine the internal consistency of the three
dimensions. Three dimensions' Cronbach's alpha coefficients
were 0.862 (responsiveness), 880 (tangibles), and 0.776 (relia-
bility), thus greater than 0.70, meeting or exceeding the thres-
hold value suggested by Hair et al (1998).

2. Confirmatory Factor Analysis

To ensure the uni-dimensionality of the scales measuring each
construct and validate the measurement model, a confirmatory
factor analysis (CFA) was conducted. Before testing the over-
all measurement model, the uni-dimensionality of each cons-
truct was examined one by one (Sethi & King 1994), and un-
acceptable items were eliminated. Table 2 shows the remai-
ning items.

CFA results showed a good model fit. The CFA Chi-square
was 935.350 ( */df ratio=2.81). CFI=0.912, IFI=0.913, TLI=0.901
and a root mean square etror of approximation (RMSEA)=0.070.

The convergent validity of the scales was tested using con-
firmatory factor analysis (Anderson & Gerbing 1988). All
factor loadings were equal to or greater than 0.471 and signi-
ficant at p<0.001 (with the z-values, not shown, ranging from
8.117 to 31.698). As shown in Table 3, all constructs' average
variance extracted (AVE) values were greater than the 0.50
cutoff (Bagozzi & Yi 1988). Based on high factor loadings
and AVE estimates, convergent validity for the measurement-
scale items was achieved (Fornell & Larcker 1981).

In order to achieve discriminant validity, the squared corre-
lation (R) between a pair of constructs should be lower than
the AVE for each construct (Fornell & Larcker 1981). All of
the squared correlations (Rz) between a pair of constructs

were lower than the AVE for each construct except two pairs:
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Table 2. Confirmatory factor analysis: items and loadings

Construct and scale item Standar'dized
loading
Service quality
Responsiveness
The chain restaurant does not have my best interests at heart. 0.596
Employees of the chain restaurant are not always willing to help customers. 0.644
Employees of the chain restaurant do not know what my needs are. 0.851
I do not receive prompt service from the chain restaurant's employees. 0.905
Employees of the chain restaurant are too busy to respond to customer requests promptly. 0.678
Tangibles
The chain restaurant is consistent in its food quality. 0.943
The chain restaurant has a nicely decorated environment (e.g. decoration, painting). 0.945
The chain restaurant has comfortable seating. 0.710
The chain restaurant's has visually appealing ambiance. 0.595
Reliability
When 1 have problems with its food, the chain restaurant's managerial staff is sympathetic and reassuring. 0.689
When the chain restaurant promises to do something by a certain time, it does so. 0.865
The chain restaurant has dependable service. 0.683
Employees of the chain restaurant are polite. 0.471
Perceived value
I think the overall food quality of the chain restaurant is high. 0.547
I think that the food quality of the chain restaurant is worth the price paid. 0.595
I think the price of the chain restaurant is competitive with other restaurants. 0.857
The chain restaurant is located in convenient locations. 0.846
Satisfaction
Considering all my experiences with the restaurant, my choice to dine out at the chain restaurant has been a wise one. 0.841
Overall, I am satisfied with the chain restaurant. 0.874
Relationship quality
I often feel that I receive preferential treatment from the chain restaurant. 0.739
I often feel that I am treated as being special in the chain restaurant. 0.567
When I go to the chain restaurant, I often feel a sense of community. 0.888
I am familiar with the chain restaurant's accomodations 0.857
Word of mouth
I suggest the chain restaurant to my friends/relatives. 0.752
I suggest the chain restaurant to others quite frequently. 0.883
I suggest the chain restaurant to people more than other restaurants. 0.841
When 1 tell others about the chain restaurant, I tend to talk in great detail. 0.750
Once I get talking about the chain restaurant, it is hard for me to stop. 0.753

Note: All factors loadings are significant at p<0.001. Bold figures represent Cronbach's alpha.
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Table 3. Descriptive statistics and pairwise correlations
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No. of items Mean SD  Composite reliability AVE @) ?2) 3) “) %)
(1) Service 13 349 059 0.954 0.56 1.00
quality
@ 5:;5:”“ 4 350 072 0.846 0.53 (8:2;) 1.00
(3) Satisfaction 2 234 0.99 0.734 0.74 (82(5)2) (g;i) 1.00
@) gi‘]’itti;mhip 4 275 086 0.838 0.60 (ggg) (3:4614612) (gfél) 1.00
(4) WOM 5 264 091 0.882 0.64 (8:2461(3)) (gzgzg) (82331) (8:47;46;(1)) 1.00

Note: All correlations are significant at p<0.00; values in the blanks are squared correlations.

SD=standard deviation; AVE=average variance extracted estimate.

(1) service quality and perceived value and (2) WOM and
satisfaction (Table 3). According to Bagozzi & Yi (1988), in
this case, discriminant validity between the pairs should be
re-examined by combining them into one construct and then
performing a 7 difference test on the values obtained from
the combined and uncombined models.

With regard to the service quality and perceived value, the
resulting x> difference was 53.011 (df=4), which was signifi-
cant at p<0.001. Thus, discriminant validity between 'service
quality' and 'perceived value' was confirmed. With regard to the
WOM and satisfaction, the resulting xz difference was 52.278
(df~<4), which was significant at p<0.001. Thus, discriminant
validity between "WOM' and 'satisfaction' was confirmed. In sum-
mary, all of the constructs' discriminant validities were strongly
supported by the data analysis.

Internal consistency of the scales was examined using com-
posite reliabilities. Hair et al (1998) suggested a threshold
value of 0.70. All composite reliabilities were higher than 0.7,
indicating adequate internal consistency.

Table 4 presents factor analysis for the five constructs. As
this study deals with service quality as one construct, a sepa-
rate table presenting factor analysis for the five constructs was
needed. Also, Table 3 presents discriminant analysis for the

five constructs.

3. Hypotheses Testing
Fig. 2 shows standardized path coefficient and #-values. A

structural model showed an acceptable fit. Chi-square was
935.350 with 333 degrees of freedom (p<0.001). CFI=0.912,

IF1=0.913, TLI=0.901 and RMSEA=0.070 (this clarification
will appear prior to description of details on findings.).

H1, which proposed a positive relationship between service
quality and satisfaction, was supported by a positive standar-
dized coefficient of 0.265 (=2.080, p<0.05). H2, which pro-
posed that service quality positively influences perceived value,
was supported by a positive standardized coefficient of 0.831
(t=7.981, p<0.05). H3, which suggested that perceived value
directly influences satisfaction, was supported by a positive
standardized coefficient of 0.293 (=2.310, p<0.05). H4, which
predicts a positive relationship between service quality and
WOM, was supported by a positive standardized coefficient of
0.263 (+=2.790, p<0.05).

H5 suggested a direct path between service quality and
relationship quality. This path was supported by a positive
standardized coefficient of 0.465 (=4.213, p<0.05). However,
H6, which predicts a positive relationship between service qua-
lity and WOM, was not supported (=0.939, p=0.348). H7,
which proposed that relationship quality positively influences
WOM, was supported by a positive standardized coefficient of
0.229 (+=0.3.422, p<0.05).

H8, which proposed a positive relationship between per-
ceived value and WOM, was not supported (=1.275, p=0.202).
H9 suggested a direct path between satisfaction and relation-
ship quality. This path was supported by a positive standar-
dized coefficient of 0.366 (=6.836, p<0.05). Lastly, H10, which
proposed that relationship quality positively influences WOM,
was supported by a positive standardized coefficient of 0.627
(~=10.140, p<0.05).
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Table 4. Confirmatory factor analysis for the five constructs: items and loadings

Construct and scale item Standar.dized
loading
Service quality
The chain restaurant does not have my best interests at heart. 0.591
Employees of the chain restaurant are not always willing to help customers. 0.639
Employees of the chain restaurant do not know what my needs are. 0.810
I do not receive prompt service from the chain restaurant's employees. 0.857
Employees of the chain restaurant are too busy to respond to customer requests promptly. 0.668
The chain restaurant is consistent in its food quality. 0.708
The chain restaurant has a nicely decorated environment (e.g. decoration, painting). 0.708
The chain restaurant has comfortable seating. 0.776
The chain restaurant's has visually appealing ambiance. 0.628
When [ have problems with its food, the chain restaurant's managerial staff is sympathetic and reassuring. 0.434
When the chain restaurant promises to do something by a certain time, it does so. 0.578
The chain restaurant has dependable service. 0.510
Employees of the chain restaurant are polite. 0.471
Perceived value
I think the overall food quality of the chain restaurant is high. 0.548
I think that the food quality of the chain restaurant is worth the price paid. 0.598
I think the price of the chain restaurant is competitive with other restaurants. 0.855
The chain restaurant is located in convenient locations. 0.846
Satisfaction
Considering all my experiences with the restaurant, my choice to dine out at the chain restaurant has been a wise one. 0.841
Overall, I am satisfied with the chain restaurant. 0.874
Relationship quality
I often feel that I receive preferential treatment from the chain restaurant. 0.739
I often feel that I am treated as being special in the chain restaurant. 0.570
When 1 go to the chain restaurant, I often feel a sense of community. 0.887
I am familiar with the chain restaurant's accomodations. 0.857
Word of mouth
I suggest the chain restaurant to my friends/relatives. 0.751
I suggest the chain restaurant to others quite frequently. 0.882
I suggest the chain restaurant to people more than other restaurants. 0.842
When 1 tell others about the chain restaurant, I tend to talk in great detail. 0.752
Once [ get talking about the chain restaurant, it is hard for me to stop. 0.752

Note: All factors loadings are significant at p<0.001. Bold figures represent Cronbach's alpha.
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Fig. 2. Standardized theoretical path coefficients.
Note: *p<0.01.
1. Numbers in parentheses are the #-values.
2. Numbers outside of parentheses are the standardized path
coefficients.
3. Dotted arrows indicate nonsignificant paths (p<0.05).
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Among those four drivers, satisfaction had the strongest
impact on WOM (0.627), followed by service quality (0.263).

CONCLUSION

The purpose of this research was to investigate how WOM
is formed in the chain restaurant industry. Based on a thorough
literature review, four antecedents of WOM were derived:
service quality, perceived value, satisfaction, and relationship
quality. Theoretical hypotheses that support the causal rela-
tionships among those constructs were derived based on the
previous literature. In order to test the hypotheses, measure-
ment items were adopted from marketing literature and re-
fined/re-worded, so they closely describe operation in the res-
taurant industry. The study findings demonstrated how these
four antecedents are interrelated and how they influence WOM
in the chain restaurant industry.

A positive relationship between service quality and satisfac-
tion (0.265, p<0.05), service quality and perceived value (0.831,
p<0.05), service quality and relationship quality (0.465, p<
0.05), and service quality and WOM (0.263, p<0.05) were
found, indicating that service quality is a key requirement for
favorable WOM formation. As a patron receives higher ser-
vice quality, the patron feels that he/she received more value
that paid, thus the overall satisfaction level increases. During
this process, positive WOM is created and spreaded out to
other people. The model proposed in this study showed how

WOM is created. In the restaurant industry, service quality
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has historically been recognized as a core driver of customer
satisfaction, perceived value, and a prerequisite for relation-
ship quality (Chow et al 2007, Gounaris & Venetis 2002,
Soriano DR 2002, Yuksel & Yuksel 2002). This study extends
the existing literature by (1) examining their interrelationships
and (2) investigating the role of service quality in the WOM
formation process.

A positive relationship between perceived value and satis-
faction was found (0.293, p<0.05). However, the direct impact
of perceived value on (1) relationship quality and (2) WOM
were not significant. It could be interpreted that the impact of
perceived value on WOM was mediated by satisfaction. As
shown in Fig. 2, the direct impact of satisfaction is 0.627, in-
dicating strong causal relationship between satisfaction and
WOM. Therefore, data analysis indicates that satisfaction is a
key mediator and it has a strong impact on WOM formation
in the chain restaurant industry. In the restaurant industry, it
has long been acknowledged that patrons' satisfaction is a key
determinant of revisit intentions, relationship quality, and cus-
tomer loyalty (e.g., Chiou & Shen 2006, Lam et al 2004).
This research extends the existing literature by (1) finding the
mediating role of satisfaction in the WOM formation (2) fin-
ding the strong causal relationship between satisfaction and
WOM.

Moreover, the impact of satisfaction on WOM was partially
mediated by relationship quality. A positive relationship bet-
ween relationship quality and WOM was found (0.229, p<
0.05), indicating relationship quality's important role in WOM
formation. In the history of marketing, relationship quality has
played a role of mediator between satisfaction and loyalty
(Chiou & Shen 2006, Hyun S 2010, Lam et al 2004). This
research extends the existing research by (1) finding structural
relationship between service quality, satisfaction, relationship
quality, and WOM and (2) finding partial mediating role of
relationship quality with regards to the relationship between
satisfaction and WOM.

1. Indirect Effects

Service quality showed a moderate direct effect (0.265) and
a moderate indirect effect on satisfaction via perceived value
(0.244). Moreover, service quality's indirect impact on WOM
(0.400) is much higher than its direct impact (0.263). These
indirect effects indicate the important role of mediators bet-

ween service quality and WOM. It can be interpreted: In order
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to create positive WOM in the restaurant industry, it is im-
portant to keep the highest level of service quality. But, more
importantly, it is also important to provide higher value (e.g.
developing new menu, providing price promotion) and create
friendly relationship with patrons (e.g. making a sense of com-
munity, providing special treatment to returning patrons). Be-
cause these mediators play important indirect roles in creating

positive WOM in the restaurant industry.

2. Practical Implication

Other than theoretical contributions mentioned above, this
research has key practical implications for chain restaurant
managers/marketers/owners. According to data analysis, it is
clear that high service quality is a pre-requisite for enhancing
patrons' perceived value, satisfaction, relationship quality, and
WOM. So, chain restaurant owners should invest larger amount
of marketing expenditure into service quality improvement.
More specifically, as shown in the factor analysis, it is impor-
tant to recognize patrons' need quickly and respond it (Res-
ponsiveness). To achieve this goal, it is necessary to hire
enough number of employees, so they can provide prompt ser-
vice to each patron. Also, training employees should be em-
phasized. Data analysis also revealed the importance of inte-
rior design, comfortable seating, and ambiance (tangibles).
Therefore, to enhance overall service quality, chain restaurant
owners should pay attention to such tangible issues. One more
thing, to enhance perceived value of patrons, food quality
should be improved. Thus, continuous menu development,
maintaining high level of cleanliness should be emphasized.

Positive WOM is a critical factor for the success of chain
restaurant. Therefore, the findings derived in this study may
help chain restaurant owners/managers achieve competitive
power for the long term. Given that little study has been con-
ducted regarding WOM in the restaurant industry, the model
verified here may serve as a guidance for future research ai-
ming at understanding WOM management in the chain restau-

rant industry.
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