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CHAPTER |

INTRODUCTION

The term telationshig is one of the most popular words in our lives. It is in our
nature to build relationships with specific objects or people with whom, we feel a
connection. In a relationship, we feel joy and happiness, but sometimeslesagad
despair. A bonded relationship like a marriage (Levitt, 1983) consumes fecaigni
amount of our time and effort. Yet to be engaged in it and keep it healthy provides
essential benefits such as intimacy, companionship, personal growth, sociat angpor
more (Dwyer, Schurr, & Oh, 1987).

Relationship marketing has been viewed as a marriage of buyer and seler (Dw
et al., 1987; Levitt, 1983). As Levitt (1983) explains, a relationship development process
has the stages of meeting, going out, courting, marriage, and finally divorcer Buaj.
(1987) describe it as the five phases of awareness, exploration, expansion, carymitme
and dissolution. Compatible with ‘marriage’ by Levitt's expression, comemtns the
most advanced phase in the relationship development process, in which parties
purposefully devote their resources to maintain the relationship (Dwyer et al., 1987)
Because it signals strong relational coherence, commitment has bsely studied in

marketing literature.



The foremost reason for its importance in relationship marketing is that
commitment can deliver several relational outcomes which a service provsitesde
Committed customers are more likely to repurchase (Hennig-Thurau, Gwinner, &
Gremler, 2002), to be favorable to cross-selling (Buttle, 1996; Dowling & Uncles, 1997;
Osarenkhoe & Bennani, 2007), to spread positive word-of-mouth (Bendapudi & Berry,
1997; Brown, Barry, Dacin, & Gunst, 2005; Fullerton, 2003; Reichheld, 2003), and to
resist change (Bendapudi & Berry, 1997; Gruen, Summers, & Acito, 2000; Morgan &
Hunt, 1994, Pritchard, Havitz, & Howard, 1999).

What motivate customers to be committed to their relationship with a service
provider? This study attempts to find the answer using a relational benefiaepplt is
important to acknowledge that a customer engages in a relationship becausgdiesshe
benefits from staying in the relationship, which are not expected in @& siagkaction.

For example, regular restaurant customers are served based on their evanpesfand
not their requests. Or, their servers are familiar enough to ask thdy’sawell-being.
These advantages are only possible if there is a relational exchange betwsemeer
and a patronized restaurant. These additional benefits, arising from relational
development and which go above and beyond the core service, are called relational
benefits (Gwinner, Gremler, & Bitner, 1998; Hennig-Thurau et al., 2002).

Literature presents that continuous exposure to relational benefits woulsmcre
interdependence between partners - what is called the “expansion” Phase €t al.,
1987). Many factors are potentially related to increased interdependesearchers
suggested several constructs as intermediate psychological stateadhita consumer

commitment. Unfortunately, however, little effort has been given to thensgtite



understanding on the phase of expansion, which is crucial to the development to the next
level of maximized interdependence (i.e., consumer commitment). This styghsss
identification, switching costs, and satisfaction as the core detersithattconsist of the
phase of expansion. The author proposes that consumer commitment can be expected to
be maximized when consumer dependence (i.e., identification, switching oaists, a
satisfaction) becomes more intense, as a result of increased relatiwefésloie to an
on-going relational exchange between a customer and a service provider.

Commitment is positively related to several relational outcomesitimest dlesire
for profitability. Should consumers be committed to engage in behaviors that are
profitable to the firms? What is the nature of relationships among commitnsent, it
antecedents, and consequences? This study examines the mediating roleitheainm
between its antecedents (i.e., identification, switching costs, and satisfactd
important relational outcomes (i.e., share of purchases and positive WOM intentions).
The results of the study would provide us with a more comprehensive understanding on
their relationships in a simultaneous perspective.

Relational benefits are complex and multi-dimensional. Researcheisthat
relational benefits are three-dimensional: social, confidence, and spegiaiént
benefits (Gwinner et al., 1998; Hennig-Thurau et al., 2002). Recent studies deraonstrat
somewhat different perspective on the dimensionality, however (Lacey, Suh, &iMorg
2007; Lee, Choi, & Moon, 2002). It is argued that special treatment benefits should be
separated into two constructs: economic benefits and customization benefits. This
argument is conceivable because these two benefits may produce ddéersequences

as well as have different levels of potential imitation (i.e., easy tofned by



competitors or not). To the author’'s knowledge, there is little study inaéstigthe
differential effects of these four types of relational benefits on consiependence.
This study tries to fill in the gap in the literature related to this issue.

Switching costs as an antecedent of consumer commitment require more
attention. Unlike identification or satisfaction, switching costs are majmyated under
the lock-in mechanism (Zauberman, 2003). In social psychology, it is arguedathat i
individual perceives a threat to his/her behavioral freedom, reactance(Brsias,

1966). Although reactance is only one kind of reaction that is generally confounded by
other motives of the individual (Wendlandt & Schrader, 2007), it should not be ignored
for the possible reassertion of freedom (Clee & Wicklund, 1980). If a consumedasnsi
him/herself held hostage by high switching costs (Sharma & Patterson, R830E may
be more likely to restore his/her freedom. He/she might feel more mttrécthe
abandoned choice(s) or even terminate the current relationship.

Fortunately, there seems a remedy for the psychological reactanocediAgdo
Kivetz (2005), effort-congruent rewards can reduce the reactaraairmlar vein,
relational benefits are benefits that customers receive from relapamsimtenance with
a service provider that goes above and beyond the core service provided (Gwinner et al
1998; Hennig-Thurau et al., 2002). Because relational benefits occur only when
customers invest their time and effort into maintaining a relationship, thétbeaa be
viewed as effort-congruent rewards by staying in the relationship. Thus,aynargue
that the effect of switching costs on commitment can be differential in comaiti
different level of relational benefits for a customer. Although there haslitiéen

empirical study to test this hypothesis, it is important to be investigatadistudy.



One cannot assert that every relationship has the same level of cloBamness
(2000) insists that it is not sufficient just to build a relationship, but recomsnéat it
be a close one in order for it to last longer. One of the critical prepéhiat have direct
influence on this interdependence is mufuaduentimpact (Kelley et al., 1983, p. 13).
In other words, frequency of interaction is a solid measure of relationshgnekss
(Barnes, 1997; Crosbhy et al., 1990; Kelley et al., 1983; Ward & Dagger, 2007). It is
identified that relationship closeness has a high correlation with thgtstren
relationship (Barnes, 2000). However, there is still a lack of empiricalresed@at
closeness plays a critical role in influencing relationship maintenamd relational
outcomes. Thus, this study examines whether under the condition of more frequent
interaction, a consumer would be more strongly influenced to increase kisdire to

maintain a relationship and deliver relational outcomes.

Purposes of the study
The purposes of the study are as follows:
1. To propose and test a theoretical model of customer-service provider relg@tionshi
development in casual dining restaurants based on a relational benefits approach.
2. To provide practical implications about how hospitality marketers, particufarly i
casual dining restaurant sector, can manage relational benefits and consumer
dependence in order to increase consumer commitment and to achieve desirable

outcomes.



Objectives of the study

The objectives of the study are as follows:

1. To identify whether relational benefits influence consumer dependence (i.e.,
identification, switching costs, and satisfaction).

2. To examine the influence of consumer dependence on consumer commitment.

3. To explore whether consumer commitment has impacts on increased share of
purchases and positive word-of-mouth intentions.

4. To investigate the mediating role of consumer commitment between its
antecedents and relational outcomes.

5. To reveal the moderating role of relational benefits on the relationship between
switching costs and consumer commitment.

6. To explore the moderating role of frequency of interaction (i.e., frequency of
visit) as an indicator of a close relationship on the relationships among consumer

dependence, consumer commitment, and relational outcomes.

Significance of the study

Theoretical contributions

First, this research contributes to the identification of the new dimensyaoial
relational benefits and its differential effects on consumer dependencelatiahal
outcomes. Second, it provides better understanding of the nature of commitment as a
mediator between consumer dependence and relational outcomes. Third, based on the
theory of psychological reactance, the relationship between switabsitgyand

commitment is reevaluated under different levels of relational benkéstly, the



situational/conditional significance of a closeness of a relationshipvempto
understand the stronger attachment between a consumer and a service proviger and t

possibilities to deliver relational outcomes that a firm desires.

Practical contributions

This dissertation provides several managerial implications. First, it i
recommended that each relational benefit construct has different@bkedfeconsumer
dependence on a specific casual dining restaurant (i.e., a relationship)partner
Customization and confidence benefits are especially recommended teéncoasumer
dependence, and require greater consideration from managers. Second, the partia
mediating role of commitment between consumer dependence and increased share
purchases intentions implies that managers in casual dining restaurandspstyoul
attention to increasing consumer dependence and commitment to maxinsharthef
customers. In addition, positive word-of-mouth is largely influenced by saditsfand
full mediating role of commitment. To attract new customers through positsIW
communications, managers need to allocate their resources to deliver excellent
satisfaction and maximize their interdependence with customers. Thircgvesled that
when a customer receives high relational benefits, the effect of switahstgan
commitment is weaker. It opens the possibility that relational benefits provsiemers
with intrinsic motivations to stay in the relationship without reactance to higbhsug
costs. Managers who concentrate on switching costs to increase consumengammi
should utilize practices that deliver relational benefits to prevent possdaéve

consequences from too many switching costs. Finally, the results shmateg\veral



relational constructs exhibited much stronger relationships when thenmshapiavas
closer. This study recommends that managers should try to build a closmséligtiwith

their customerd customers prefer to build a close relationship with them.

Organization of the study

This dissertation is composed of five chapters. Chapter one provides an
introduction to the study. It presents rationales of conducting currentalesBarposes
and objectives of the study are explained. In addition, theoretical and practical
contributions are discussed. Chapter two reviews the literature on relatiori@ksbene
commitment, relational outcomes, and relationship closeness. Research medels a
established and the complex relationships among constructs are described and
hypothesized. Chapter three illustrates the methodology of the study, including
instrument, data collection and sampling, and data analysis procedure. @hapter
presents the results of the study. Finally, chapter five discusses tmgémdithe study.
In this chapter, theoretical contributions and managerial implicationssanesded for
each model. Furthermore, the interrelationships among models are pointed out and
described when necessary. Limitations and suggestions for future regearativaled at

the end of the chapter.



CHAPTER Il

REVIEW OF LITERATURE

Relationship marketing

From its initial focus on how a firm can attract, maintain, and enhance customer
relationships (Berry, 1983), Relationship Marketing has expanded to explore the
relationships between a firm and its buyers, suppliers, employees, andamsgiNtirgan
& Hunt, 1994). The customer, however, is at the center of relationship marketing.. A
firm’s relationship with its customers determines its success (BendapBelirg, 1997).
Customer retention is the core concept in relationship marketing, which focuses on how
to maintain long-term customer relationships rather than how to acquire neswetst
(Zeithmal & Bitner, 1996).

Berry (1983) defines relationship marketing as “attracting, maintaining- amd
multi-service organizations — enhancing customer relationships” (p. 25). Tinisicle
provides significant conceptual changes in marketing. That is, attractimgnasstis not
the end of the marketing process; rather, customer retention should be a focal point
(Berry, 1983).

Unfortunately, no universal definition of relationship marketing exists. Many
scholars provide their own definitions (e.g., Berry, 1983; Buttle, 1996; Gronroos, 1994,

2004; Gummesson, 1994; Morgan & Hunt, 1994). Table 1 shows the various definitions



of relationship marketing. Among several definitions, Gronroos (2004)’s definitmmeis

of the most cited definition. The author defines relationship marketing as follows:

The process of

identifying and establishing, maintaining, enhancing, and when

necessary terminating relationships with customers and other stakshatder
profit, so that the objectives of all parties involved are met, wheséstdone by

a mutual giving

and fulfillment of promises (p. 101).

This definition highlights relationship marketing as a process that involve#ydent

enhancing, or even terminating a relationship between parties for adwn’s

profitability.
Table 1. Various definitions of relationship marketing
Authors Definitions
Berry (1983) Attracting, maintaining, and — in multi-service orgaronati-

enhancing customer relationships.

Gronroos (1990)

...establishing a relationship involves giving promises,aimaigt a
relationship is based on fulfillment of promises; and, finally enhancing
a relationship means that a new set of promises given with the
fulfillment of earlier promises as a prerequisite.

Berry and Parasurama
(1991)

nRelationship marketing concerns attracting, developing, and retaining
customer relationships.

Gummesson (1994)

RM emphasizes a long-term interactive relationshigbeahee
provider and the customer, and long-term profitability.

Evans and Laskin
(1994)

...the process whereby a firm builds long term alliances with both
prospective and current customers so that both buyer and seller work
towards a common set of specified goals.

Morgan and Hunt
(1994)

All marketing activities directed toward establishing, developing and
maintaining successful relational exchanges.

Sheth and Parvatiyar
(1995)

Attempts to involve and integrate customers, suppliers, and other
infrastructural partners into a firm’'s developmental and marketing
activities.

Buttle (1996)

Relationship marketing is concerned with the development and
maintenance of mutually beneficial relationships with stratdgical
significant markets.

Relational marketing is unique in several aspects. First, the purposeiohedla

marketing is customer retention. While the success of transactional mgiiketi

measured by the market share, the success of relationship marketingusendxyy

customer retention (Buttle, 1996). Firms have realized that reducing custdetiote

10



significantly increases profitability (Reichheld & Sasser, 1990)g®wing its business
with existing customers, firms can increase their market shargy(B805). Firms
reduce costs and increase revenue by protecting their customer basth et fog
acquiring new customers (Rosenberg & Czepiel, 1984).

Second, relational marketing is long-term. Unlike in short-term transaktiona
marketing, the relationship itself is the unit of analysis (Grénroos, 1997). Thegafces
relationship development involves five phases: awareness, exploration, expansion,
commitment, and dissolution (Dwyer et al., 1987). It should be noted that not every
relationship experiences sequential development phases (Dwyer et al., 1987Jlircc
to Dwyer et al. (1987), the relational exchange phase is expansion after explatatre
the buyer-seller makes a search and trial before they actughgein the real
relationship exchange. Expansion is based on benefits from the relational exchange;
interdependence increases as continual satisfactory exchanges aredafthet is,
increased benefits lead to higher interdependence). The expansion phase leads to the
commitment phase, which is the highest phase of interdependence between &80 parti

Lastly, a mutually beneficial exchange is a crucial requirement wé@essful
relationship (Buttle, 1996; Czepiel, 1990; Tynan, 1997). If mutual benefits are not
achieved, then the relationship should be considered as manipulative. For example, the
unilateral relationship-building tactics of database marketing, which miaterequire a
customer’s consent, should be questioned (Tynan, 1997). Relationships are built on trust.
If one party is concerned about the opportunistic behaviors of its counterpart, then trust

cannot be established. Without trust, interdependence between two parties cannot be

11



accomplished. If relational benefits are not mutually received, therorshaip
termination may be inevitable.

Mutual exchange requires mutual investment in the relationship. Significant
investments of time, money, and effort are required for relationship development and
maintenance (Bendapudi & Berry, 1997). Therefore, the use of relationship marketing
must be profitable. Relationship marketing should be adopted when its adoptation
establishes, maintains, and enhances customer relations and is ultimatelprodr
both parties (Gronroos, 1994).

Gronroos (1994) suggests that marketing approaches or strategies should be
considered in a marketing strategy continuum. According to the author, relationship
should be considered as a different approach than transaction marketing. Whileighe foc
of relationship marketing is to build relationships with customers, transactidetmg
focuses on one transaction at a time. Further, the author emphasized that many times,
service firms would benefit by implementing a relationship-type sfyateable 2 shows

the marketing strategy continuum by Gronroos (1994).

12



Table 2. The marketing strategy continuum

The strategy continuum Transaction Relationship
| |
marketing marketing
Time perspective Short-term focus Long-term focus
Dominating marketing Marketing mix Interactive marketing (supported
function by marketing activities)
Price elasticity Customers tend to be more Customers tend to be less
sensitive to price sensitive to price

Dominating quality dimension  Quality of output (technical Quality of interactions
quality dimension) is (functional quality dimension)
dominating grows in importance and may
become dominating

Measurement of customer Monitoring market share Managing the customers base
satisfaction (indirect approach) (direct approach)

Customer information system Ad hoccustomer satisfaction Real-time customer feedback

surveys system
Interdependency between Interface of no or limited Interface of substantial strategic
marketing, operations and strategic importance importance

personnel

The role of internal marketing  Internal marketing of no or Internal marketing of substantial
limited importance to success strategic importance to success

The product continuum Consumer packag —¥ Consumef»<— Industris<Services

goods durables goods

Source: Gronroos (1994)

Similar to Gronroos (1994), Dwyer et al. (1987) explains the difference &etwe
discrete transactions and relational exchange. The authors empHasiziscrete
transactions conceptually excludes relational elements and distinctiareshdtvo
should be acknowledged. Table 3 shows a comparison of discrete transactions and

relational exchange proposed by Dwyer et al. (1987).
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Table 3. A comparison of discrete transactions and relational exchange

Contractual elements Discrete transactions Relational exchange
Situational characteristics
Timing of exchange Distinct beginning, short Commencement traces to
(commencement, duration, duration, and sharp ending by previous agreements; exchange
and termination of exchangeperformance is longer in duration, reflecting

an ongoing process

Number of parties (entities Two parties Often more than two parties
taking part in some aspect of involved in the process and
the exchange process) governance of exchange

Obligations (three aspects: Content comes from offers andContent and sources of
sources of content, sources simple claims, obligations obligations are promises made

of obligation, and come from beliefs and customsén the relation plus customers
specificity) (external enforcement), and laws; obligations are
standardized obligations customized, detailed, and

administered within the relation

Expectations for relations  Conflicts of interest (goals)  Anticipated conflicts of interest
(especially concerned with  and little unity are expected, and future trouble are

conflicts of interest, the but no future trouble is counterbalanced by trust and
prospects of unity, and anticipated because cash efforts at unity
potential trouble) payment upon instantaneous
performance precludes future
interdependence
Process characteristics
Primary personal relations Minimal personal Important personal,
(social interaction and relationships; ritual-like noneconomic satisfactions
communication) communications predominate derived; both formal and
informal communications are
used
Contractual solidarity Governed by social norms,  Increased emphasis on legal and
(regulation of exchange rules, etiquette, and prospectsself-regulation; psychological
behavior to ensure for self-gain satisfactions cause internal
performance) adjustments

Transferability (the ability to Complete transferability; it Limited transferability;

transfer rights, obligations, matters not who fulfills exchange is heavily dependent

and satisfactions to other  contractual obligation on the identity of the parties

parties)

Cooperation (especially joint No joint efforts Joint efforts related to both

efforts at performance and performance and planning over

planning) time; adjustment over time is
endemic

Planning (the process and Primary focus on the substanc&ignificant focus on the process
mechanisms for coping with of exchange; no future is of exchange; detailed planning
change and conflicts) anticipated for the future exchange within
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new environments and to satisfy
changing goals; tacit and
explicit assumptions abound

Measurement and specificity Little attention to Significant attention to

(calculation and reckoning ofmeasurement and measuring, specifying, and

exchange) specifications; performance is quantifying all aspects of
obvious performance, including psychic

and future benefits
Power (the ability to impose Power may be exercised whenincreased interdependence
one’s will on others) promises are made until increases the importance of
promises are executed judicious application of power
in the exchange

Division of benefits and Sharp division of benefits and Likely to include some sharing

burdens (the extent of burdens into parcels; exclusiveof benefits and burdens and

sharing of benefits and allocation to parties adjustments to both shared and

burdens) parceled benefits and burdens
over time

Source: Dwyer et al. (1987) adapted from Macneil (1978, 1980)

In its early period, relationship marketing focused on the external customer
(Buttle, 1996). Now the scope of relational exchanges widens to embrace extended
partnerships including stakeholders, government, internal customers, and supabbrs
4 shows the relational exchanges in relationship marketing.

Table 4. The relational exchanges in relationship marketing

Supplier partnerships  Lateral partnerships Internal partnerships er Bagtnerships

Goods suppliers Competitors Business units Intermediate

Services suppliers Non-profit organizations Employees customers
government Functional departments Ultimate customers

Source: Buttle (1996)

The division between focused and diffused viewpoints has led to significant
differences in the conceptual development of relationship marketing. The focused
viewpoint includes a wide range of stakeholders as well as customers, whiigubed
viewpoint concentrates on relationships with customers (Egan, 2003). The relationshi

between a firm and its customers is the ultimate concern for businessssiBarasapudi

15



& Berry, 1997), however. A firm’s relationship with various stakeholders must be
managed for successful relationship with its customers (Berry, 1995). diteetible
boundary of relationship marketing in this study is set to the relationship between a

customer and a firm (i.e., diffused viewpoint).

The process of relationship development

Dwyer et al. (1987) identifies the five general phases of relationship geveh
process: (1) awareness, (2) exploration, (3) expansion, (4) commitment, and (5)
dissolution. The authors described each phase as such:

(1) Awareness Party A recognizes that party B is a feasible exchange partner.
Situational proximity between the parties facilitates awareness. \1owe
interaction between parties has not transpired in phase 1.

(2) Exploration. The search and trial phase in relational exchange. Potential
exchange partners first consider obligations, benefits and burdens, and the
possibility of exchange. However, the exploratory relationship is verydragil
in the sense that minimal investment and interdependence make for simple
termination. This phase is conceptualized in five subprocesses: attraction,
communication and bargaining, development and exercise of power, norm
development, and expectation development.

(3) Expansion The continual increase in benefits obtained by exchange partners
and to their increasing interdependence. The five subprocesses in the
exploration phase is succeeded in this phase. The critical distinction is that the

rudiments of trust and joint satisfactions established in the exploration stage
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now lead to increased risk taking with the dyad. Consequently, the range and
depth of mutual dependence increase.

(4) Commitment. An implicit or explicit pledge of relational continuity between
exchange partners. At this most advanced phase of buyer-seller
interdependence the exchange partners have achieved a level of satisfaction
from the exchange process that virtually precludes other primary exchange
partners who could provide similar benefits. Customer loyalty is achieved in
this phase. Three criteria of commitment include inputs, durability, and
consistency. Pressure to adjust rather than dissolve a relationship is fueled b
the ongoing benefits accruing to each partner.

(5) Dissolution. The possibility of withdrawal or disengagement has been implicit
throughout the relationship development framework. Dissolution is more
easily initiated unilaterally.

Dwyer et al. (1987)’s process of relationship development is conceptuallieparal

with other three relationship development processes in literature (Tynan, 18BIé 5J.

Table 5. The processes of relationship development

Ford (1980) Levitt (1983) Dwyer et al. (1987) Wilson (1995)
Pre-relationship stage Meeting Awareness Search and selecti
Early stage Going out Exploration Defining purpose
Development stage Going steady (courting) Expansion Boundary definition
Long-term stage Marriage Commitment Creating relationshigeval
Final stage Divorce Dissolution Hybrid stability

Source: Tynan (1997)

A model of effective relationship marketing
Relationship marketing is not a simple concept. Because relationship marketing
itself is a continuous process (Evans & Laskin, 1994), it is important to understand the

entire flow of the process. Although Evans and Laskin’s model takes a focused
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viewpoint, it is worthy to be acknowledged here for the detailed explanations about the
process. The model consists of (1) inputs, (2) outcomes, and (3) ongoing asseshm
following details are from Evans and Laskin (1994).

(1) Relationship marketing inputs. The four major inputs include understanding
customer expectations, building service partnerships, empowering employees,
and total quality management.

a. Understanding customer expectationsit involves a firm’s ability to
identify what customers desire and to market goods and services that
are at or above the level that they expect.

b. Building service partnerships Service partnerships are bred when
selling firms work closely with customers and add desirable customer
services to their traditional product offerings. These partnerships let
firms both differentiate and increase the usefulness of product
offerings, and devise specific customer-centered approaches.

c. Empowering employeesit means workers can strive to meet
customer requirements and resolve problems. To empower employees,
four conditions must be met: it must be specified in relation to the
firm’s mission. Workers must have the skills to solve problems and
make decisions. Workers must have the responsibility and authority to
make decisions that better serve the customer. The firm must foster a

spirit that jobs will not be risked if empowered acts lead to mistakes.
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d. Total quality management. TQM involves the fully coordinated
effort of gaining competitive advantage by continuously improving
every facet of the firm.

(2) Positive outcomes of the relationship marketing proces3he results of
effective operations of inputs include customer satisfaction, customer |oyalty
quality products, and higher profits.

a. Customer satisfaction.A key goal of relationship marketing is to
improve customer satisfaction. The benefits of fully satisfied
customers are repeat purchases, referrals of other customers, positive
word-of-mouth, and the lower costs associated with serving existing
customers compared with attracting new ones.

b. Customer loyalty. Because relationship marketing fosters a one-on-
one approach, buyer-seller relations and customer loyalty are fostered.
Firms that lose contact with their customers may be unable to
successfully differentiate their products. Ultimately, this would lead to
a lower level of customer loyalty.

c. Quality products. Another positive outcome of the relationship
marketing process is that it constantly encourages a firm to improve
product quality, and customers perceive these improvements.

d. Increased profitability. Relationship marketing inputs may require
sizeable expenditures. Yet, the outcome of the relationship marketing

process should be better sales performance, as well as cost efficiencies
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in both production and marketing, thereby positively impacting on the
profitability equation.

(3) Assessment stagdRelationship marketing requires a firm to solicit
customers’ feedback to ensure that their needs are being addressed and to
integrate the relationship marketing process into its strategic planning
framework.

a. Customer feedback There should be ongoing feedback. This is the
best way for a firm to keep in touch with customer perceptions of it. A
firm can get a “big-picture” view of customer attitudes, as well as
review its ability to “micro-manage” individual accounts. A feedback
system should: (1) Gather, analyze, and distribute information about
customer needs, expectations, and perceptions; and (2) Let a firm
communicate regularly with customers.

b. Integration. To work properly, the relationship marketing process
requires that a firm integrate a customer focus into its strategic
planning framework.

Figure 1 shows the effective relationship marketing proposed by Evans &Laski

(1994).
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Figure 1. The effective relationship marketing
from Evans and Laskin (1994).
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Benefits of relationship marketing

The benefits that customers and firms receive motivate the continuance of the
relationship (Hennig-Thurau et al., 2002). From a firm’s standpoint, a strong, loyal
customer base makes it possible to increase revenue and to decrease rédated cos
(Gwinner et al., 1998). The customer’s lifetime value should be considered as a
significant asset to the firm. In addition, the firm can reduce costs by keeping
relationships with customers. Attracting new customers is more expenaivestaining
existing customers (Rosenberg & Czepiel, 1984¢dit-checking, administrative, and
database costs can be reduced by customer retention (Buttle, 1996).

Firms can take advantage of relational benefits as a differentiatzbegst (Berry,
1995; Gwinner et al., 1998; Lovelock, 1983). Since firms have realized the difficulty of
using products to differentiate their company from competitors, providing an extra
service has become a dominant strategy. Service competition has beeioealtgpt
intense; nearly all firms, including manufacturers, have declared thathayaare
actually selling is a “service” (Grénroos, 2004). As competition for functibeagfits
intensifies, it becomes increasingly difficult to provide better serviceadtomers;
Gronroos (1994) defines this as service competition. Fortunately, a long-tationship
based on mutual benefits cannot be easily imitated by competitors (Buttle, 1996).
Dedicated customers in the relationship are not easily defected mahaites
(Bendapudi & Berry, 1997). In fact, a firm that fails to provide adequate relational

benefits to customers is unable to motivate customers to build a long-teronsHgi
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Commitment

As a relationship is established and maintained through a continuous exchange of
relational benefits, interdependence between the customer and the service provide
dramatically increases. The state of maximized interdependence betvoegarties is
called commitment (Dwyer et al., 1987). Commitment can be defined as “an enduring
desire to maintain a relationship with a specific entity” (Brown et al., 2005, p. 126).

The importance of commitment in relationship marketing cannot be
overemphasized. It is the central concept in the relationship marketing paattigghe
most significant mediator between several antecedents and relationahesit@&@rown et
al., 2005; Hennig-Thurau et al., 2002; Kelley & Davis, 1994; Morgan & Hunt, 1994;
Pritchard et al., 1999). As Schulz (1998) argues, the defection of highly satisfied
customers and the regular product purchases by unsatisfied customers raisesgoiest
satisfaction as the complete antecedent of loyalty and of repeat purabassgnonym
for loyalty. True loyalty must be built on commitment (Beatty, Kahle, &rtér, 1988;
Crosby & Taylor, 1983; Day, 1969; Pritchard et al., 1999). Several marketingotessa
have used the concept of commitment to explore the relationship between a casimer
an organization (Bansal, Irving, & Taylor, 2004; Fullerton, 2003; Gilliland & Bello,
2002; Gruen et al., 2000; Harrison-Walker, 2001; Venetis & Ghauri, 2004).

Whether commitment should be viewed as uni- or multidimensional is unclear.
The original concept of commitment is rooted in the discipline of organizational
behavior. According to Allen and Meyer (1990), there are three types of organikationa

commitment: affective, continuance, and normative. Defined as “emotitaghment to,
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identification with, and involvement in the organization” (Allen & Meyer, 1990, p. 67),
affective commitment is based on identification, shared values, belongsngnes
dedication, and similarity (Achrol, 1997; Bendapudi & Berry 1997; Fullerton, 2003,
2005; Pritchard et al., 1999). Friendship, rapport, and trust are closely relatexttveaff
commitment (Fullerton, 2003).

Continuance commitment can be defined as “the extent okdto maintain a
relationship due to significant perceived termination or switching costsigs &
Ghauri, 2004, p. 1581). While affective commitment is based odesiecof customers
to maintain a relationship, continuance commitment is based ore#uto maintain it.
Continuance commitment is built when consumers face a significant amountabfisgyit
costs if the relationship is terminated or when the benefits from the relaipoare not
easily replaceable from alternative partners (Bendapudi & Berry, 198&rtbn, 2003).
The continuance commitment construct is based on switching costs, dependence, and
lack of alternatives (Fullerton, 2003).

While affective and continuance commitment have been widely studied in
marketing (Fullerton, 2003, 2005; Gilliland & Bello, 2002; Harrison-Walker, 2001;
Mattila, 2004), normative commitment has received less attention (Bantalé04;
Gruen et al., 2000). Normative commitment refers to a sense of obligation tatstay w
organization (Bansal et al., 2004; Gruen et al., 2000). It implies relationship maimtenanc
because the subjectasight toremain with the organization (Meyer & Allen, 1991).
Fullerton (2005) suggests that normative commitment is less relevant to mgrketi

because it is highly correlated with affective commitment (O’Reilhat®an, &
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Caldwell, 1991) and its effects on relationship behaviors are weaker than those of
affective commitment (Gruen et al., 2000).

Commitment is treated as unidimensional in several studies (Brown et al., 2005;
Fontenot & Wilson, 1997; Morgan & Hunt, 1994; Verhoef, Frances, & Hoekstra, 2002).
This view takes a neutral standpoint to define commitment. Morgan and Hunt (1994)
argue that commitment can be brought about by instrumental or by iderdifiGati that
commitment itself is neutral. Brown et al. (2005) insist that the unidimensi@vapwoint
can determine the causality of other constructs on commitment. For exémeplargue
that identification, which is similar to affective commitment, is an@atent (rather than
a subdimension) of commitment. The unidimensional view on commitment not only
enable us to see the possible causal relationships between commitment anigaistece
that were identified as subdimensions of commitment (Brown et al., 2005) but also to
understand the effects of commitment on relational outcomes from a holistipitat.

Therefore, this study adopts the unidimensional view of commitment.

Relational benefits approach

The relational benefits approach resulted from the excessive emphasis s benef
that firms gain from customer loyalty (Gwinner et al., 1998). Expansion of the
relationship is only possible when each partner perceives benefits fromatiensdip
(Dwyer et al., 1987). The concept of relational benefits can be defined as thtslieat
customers receive from maintaining a relationship with a service proligteydes above
and beyond the core service provided (Gwinner et al., 1998; Hennig-Thurau et al., 2002).

The underlying assumption is that mutual benefits are necessary for longtédim, s
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and continuous relationships (Hennig-Thurau et al., 2002). Dwyer et al. (1987) insist that
attributed motives are more crucial for relationship maintenance than product
performance. Three types of relational benefits are identified: soci#idence, and
special treatment (Gwinner et al., 1998; Hennig-Thurau et al., 2002).
Social benefits

The service environment is a marketplace where products/serviceshaagad
and where social encounters occur. These social interactions betweerecastdm
service provider are usually personal and emotional in nature. When repeatedwdara reg
basis, these interactions can generate friendship, personal recognition, rayport, a
familiarity (Berry, 1995; Gwinner et al., 1998). For example, a service prowiagrt
learn about a customer’s personal life (Rashid, 2003). Scholars refer to tsesabs
benefits (Gwinner et al., 1998; Hennig-Thurau et al., 2002).
Confidence benefits

According to perceived risk theory, consumer purchasing behavior involves risk
(Bauer, 1960). Purchasing services is as much riskier than purchasing produots due
intangibility and heterogeneity (Lewis, 1976; Mitchell & Greatorex, 1993; ¥a1@37).
Experience, however, increases purchasing confidence (Fenech & (PGa$sSonmez
& Graefe, 1998). As satisfactory experiences are accumulated overust@aners gain
confidence about what they can receive from the service provider; eventually, thi
process reduces risk and increases trust (Bendapudi & Berry, 1997). Confideriite bene
are defined as the “feeling of reduced anxiety, trust, and confidence” from gngoin

relationships (Gwinner et al., 1998, p. 104).
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Confidence benefits are identified as the most important relational benefits
several types of services (Gwinner et al., 1998). Confidence benefits aret distn the
guality of core service: while the former is the benefits that customezs/ed apart
from the core service, the latter is mainly related to the core servicerparice. When
alternatives with comparable quality exist in the same market, custoayguarceive
confidence benefits from a long-term relationship with a particular senovedpr
(Gwinner et al., 1998).

Special treatment benefits

For a long-term relationship, a service provider needs to recognizenshap-
oriented customers and reward them for their loyalty. Whether through fihesveéad
or detailed customization, it is crucial to provide customers with a sense pbeial
status to the firm. Such recognition and rewards are defined as speciathteagmefits
that customers receive from a long-term relationship with a service proviotezvélry
customer needs to receive the same level of service from a firm (Sheth &\yRayva
1995). Identifying customers who want to build and maintain a relationship is one of the
goals of relationship marketing. Firms can enjoy several relationalmagby providing
customers with an adequate level of preferably differentiated productséservi

Special treatment benefits is described as “the practice of giveise
customers’ elevated social status recognition and/or additional or enhancedsandiic
services above and beyond standard firm value propositions and customer service
practices” (Lacey et al., 2007, p. 242). Special treatment benefits are thmabom of

economic benefits and customization benefits (Gwinner et al., 1998).
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From the economic perspective, customers receive money-saving benefits from
the ongoing relationship with a service provider (Gwinner et al., 1998). For example
customer might enjoy special discounts. In addition, customers reduce sewrcmd
effort for each transaction due to the established relationship with a sjpecvider.

Faster service is another benefit. A common example of special treatmefitsois the
frequent flier program provided by major airline companies. While economic tseaedi
attractive to customers in the short-term, they are criticized foriegision from
competitors (Berry, 1995).

On the other hand, customization is very desirable for customers; in fact, it is a
significant barrier to termination of the relationship (Hennig-Thurau ,e2@02).
Customization is possible through a long-term relationship in which the sproweer
understands personal preferences and provides service accordingly (Giwalner98;
Hennig-Thurau et al., 2002). In addition to personalized services, special treatment
benefits might also include extra services such as the provision oflsjero@nds which
are not available to other customers (Gwinner et al., 1998). Unlike economic benefits,
customization benefits are not easily copied by competitors (Hennig-Thuabp2§02).
Thus, customization benefits are superior to economic-based speciaétrebénefits in
terms of competitive advantage (Lacey et al., 2007).

Although Gwinner et al. (1998) show that economic and customization benefits
constitute one type of benefits, that is, special treatment benefits, the cohceptua
differences between them should not be ignored. Lee et al. (2002) measurald speci
treatment benefits using economic and customization benefits; aftemeatoiiy factor

analysis, the authors found that only items for customization benefits weldegli
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supporting the conceptual differences between the two benefits. Lacey et al.a[2007)
highlight the theoretical and practical importance of the separation of Isjppeatenent
benefits into two constructs: economic benefits and customization benefgstithy
guestions the possible differential effects of the two constructs on relatiocaihmas
and suggests that separation provides a more concrete understanding of specgdttrea
benefits as a relationship marketing strategy. Therefore, this studysdspdeial
treatment benefits into two separate constructs (i.e. economic benefitsstomiization
benefits) to examine the effects on customer relationship development ancharaete
While Lee et al.’s (2002) study is limited to investigate the effeatsistomization
benefits on satisfaction (because they dropped items related to economits ladtezfi
CFA and they did not initially intend to separate special treatment bendfitsvimt
constructs), this study tries to separate special treatment benefitptoatigeand

practically into two constructs.

Identification
Social identity theory

According to social identity theory, people define themselves through comparison
with others and comparison with social groups (Ashforth & Mael, 1989; Tajfel, 1981).
The latter is the focus of social identity theory. Self-definition derikas 2t membership
of a certain group. Social identity can be defined as “part of an individuaFsselépt
which derives from his knowledge of his membership of a social group (or groups)
together with the value and emotional significance attached to that merpbéfsijiel,

1981, p. 255). Through the social comparison process, people acquire value differential
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between their own group and other groups (Commins & Lockwood, 1979). Value has a
significant effect on the consequences of group membership: an individual seeks or
maintains membership if a particular group provides positive aspects to hilefihigtyi
(Tajfel, 1981).

Social identity has a cognitive component, an evaluative component, and an
emotional component (Ellemers, Kortekaas, & Ouwerkerk, 1999). According to Eleme
et al. (1999), a cognitive component refers to a cognitive awareness of ong)ersieip
in a social group (i.e., self-categorization). An evaluative component involves a positive
or negative value connotation attached to the group membership (i.e., groupessif}est
An emotional component includes a sense of emotional involvement with the group (i.e.,
affective commitment). Researchers argue that these componentsiactivisand
should be treated as separate constructs (Ashforth & Mael, 1989; Bergami 8zBagg
2000; Ellemer et al., 1999). Social identification represents self-catetymmigBergami
& Bagozzi, 2000).

Considering an organization as a social category, organizational idemtifican
be understood as social identification (Ashforth & Mael, 1989). Organizational
identification is described as “oneness with or belongingness to an organizétera, w
the individualdefineshim or herself in terms of the organization(s) of which he or she is
a member” (Mael & Ashforth, 1992, p. 104) or “the degree to which a member defines
him- or herself by the same attributes that he or she believes define the di@ahiza
(Dutton, Dukerich, & Harquail, 1994) or “the degree of overlap between self-definition

and organizational identity” (Bergami & Bagozzi, 2000). It can also beetkfs “the
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degree of overlap of self-schema and organization schema” (Brown et al., 2005, p. 127).
This study adopts Brown et al.’s (2005) definition of identification.

Note that organizational identification can occur without formal membership
(Ashforth & Mael, 1989; Bhattacharya & Sen, 2003; Pratt, 1998). This is significant,
because it is possible to apply organizational identification to consumer ichaitit
without membership status. For example, a frequent patron identifies with a particul
restaurant without any formal membership. It is possible that custonmebg ca
committed or even develop loyalty to an organization in the absence of membership

through identification.
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Model 1. Commitment as a Relationship Development Outcome
Identification as an antecedent of commitment

Identification involves evaluating self-image congruence to that of the
organization. The degree of overlap indicates the strength of identificatia. Her
consistency plays a significant role, because consumers evaluate the consisteeen
personal self and social self (Pritchard et al., 1999). Once consumers idgthtin
organization, inconsistency between the preferred organization and selfaraatgs
unwanted tension and imbalance in their psychological states (Crosby & Taylor, 1983;
Pritchard et al., 1999). People tend to avoid or ignore this inconsistency and become
more resistant to change (Pritchard et al., 1999). Commitment to the stromgifyede
organization is comparable to commitment to oneself. Consumers try to maintain
cognitive consistency and avoid cognitive dissonance by committing to the orgamizat
and avoiding challenges that may exacerbate the organizational idBnoiyn(et al.,
2005).

Previous literature supports the positive link between identification and
commitment. Ashforth and Mael (1989) argue that individuals will support and commit
to an organization whose identity is congruent with their own. Pratt (1998) suggests that
an organization can retain control over its members through commitment cultioated f
identification. Pritchard et al. (1999) maintain that commitment is maximibes w
strong identification is attached to the preference. Shared values — & sondapt of
identification also influence commitment in the distribution context (Morgan & Hunt,

1994) and in the restaurant environment (Lacey, 2007). Furthermore, Brown et al. (2005)
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have empirically demonstrated that identification positively influecoasmitment
toward the organization. Thus, it is hypothesized that:
H1-1: Identification with the organization is positively related to consumer

commitment to the service organization.

Switching costs as an antecedent of commitment

Building and maintaining a relationship require costs, time, and effort from both
participants. These investments play a significant role in consumer s@itchin
Switching costs can be defined as “the one time costs that customerstasgiticithe
process of switching from one provider to another” (Burnham, Frels, & Mahajan, 2003,
p. 110). While financial costs are a typical example, they may also involve pralcedur
psychological, or emotional costs (Burnham et al., 2003; Sharma & Patterson, 2000;
Yang & Peterson, 2004). Procedural costs involve time and effort for establigngng a
relationship with a new provider such as economic risk, evaluation, learning, and setup
costs (Burnham et al., 2003). Psychological and emotional costs can result faimdre
a personal rapport with the current provider as well as the uncertainty relatetthong
to the alternative (Sharma & Patterson, 2000). Although switching costs can be
categorized into sub-dimensions, they are often treated as one constructe wertain
factors may influence multiple dimensions of switching costs (Burnhatn, €003).

In a competitive market environment, the importance of switching costs is
obvious (Njite, Kim, & Kim, 2008). For example, when a new competitor enters into the
current market or when products/services become more standardized amonggrovide

customers are less likely to change providers if their switching costiscainegh
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(Vasudevan, Gaur, & Shinde, 2006). That is, high switching costs force customers t
remain with their current service provider based on the cost—benefit ratidisnge from
possible relationship termination. Even when the core service is not satisfactory,
customers faced with high switching costs will unwillingly maintain giationship
(Sharma & Patterson, 2000). Switching costs increase dependence on the pattiser, t
consumer commitment.

The positive influence of switching costs on commitment is supported by
research. Dwyer et al. (1987) argue that consumer’s high switching dastade the
maintenance of the relationship. Venetis and Ghauri (2004) find that the desires t
continue the relationship increases when switching costs are considerably high.
Furthermore, Burnham et al. (2003) suggest that switching costs have a stronger
influence on customer’s intention to stay with the current provider than thisfasabn
with the provider. Thus, it is expected that:

H1-2: Switching costs are related to consumer commitment to the service

organization.

Satisfaction as an antecedent of commitment
Satisfaction can be understood as a comparison between consumers’ previously
arranged expectations about the service performance (i.e., predicted)serditdee
actual performance of service provided (i.e., perceived service) (HennigdTdtuah,
2002; Oliver, 1980; Zeithaml, Berry, & Parasuraman, 1993). From the relational

marketing perspective, satisfaction is viewed as a positive feeling sdt@iactory
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experiences and about the relationship with a particular service providegimoger
(Bendapudi & Berry, 1997; Garbarino & Johnson, 1999; Hennig-Thurau et al., 2002).
Although the significance of satisfaction on customer loyalty should be
emphasized, several researchers contend that satisfaction is not enoughridrexpla
psychology of consumers in building loyalty toward a service provider (Joness&rSas
1995; Pritchard et al., 1999; Schulz, 1998). Commitment has become the central concept
for customer loyalty (Morgan & Hunt, 1994). Satisfied customers can stilltdefinout
commitment (Jones & Sasser, 1995). The literature suggests that commitment is
influenced by the satisfactory exchange process with a service providem(Brav,
2005; Burnham et al., 2003; Dwyer et al., 1987; Hennig-Thurau et al., 2002; Morgan &
Hunt, 1994; Sharma & Patterson, 2000; Vasudevan et al., 2006). Without experiencing a
high level of satisfaction, customers will not develop commitment toward theicse
provider. Thus, it is anticipated that:

H1-3: Satisfaction is positively related to consumer commitment.

Relational benefits and identification

This study suggests that customers identify with a service organization through
the ongoing exchange of relational benefits. Satisfactory benefits frelat@nship with
an organization generate identification (Bhattacharya, Rao, & Glynn., 1995). The
following sections describe how each type of relational benefit influences arstom
identification with a service organization.
Social benefits and identification

Social benefits are cultivated mainly from social bonds between custanters

front-line employees. Social bonding is made possible through interpersoreadtiotes
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between two parties (Berry, 1995; Selnes & Hansen, 2001). Interpersonal iomsract
enhance in-group attractiveness (Rabbie & Wilkens, 1971). Repeated interpersonal
interactions allow customers to become familiar with organization emggdgzendapudi
& Berry, 1997). Based on social network theory, Selnes and Hansen (2001) argue that a
customer’s social ties to employees can carry over to the company to which the
employees belong. Thus, it is possible that if customers perceive favaraialiebenefits
from the ongoing relationship with an employee, then they will associaisafde
relations with the service organization. This favorability enhances customéfioddion
with the service organization.

Several studies support this rationale. For example, Ahearne, Bhattacharya, and
Gruen (2005) argue that customers’ favorability ratings of employgleswyom they
have regular contact helps to define and categorize themselves in terms of the
organization. Cardador and Pratt (2006) also insist that personal relationships derived
from interpersonal contact enhance identification with an organization. oherifis
expected that:

H1-4: Social benefits are positively related to consumer identificatitimtiae

service organization.
Confidence benefits and identification

Reduced anxiety and risk motivate consumers to maintain long-term reigi®ns
(Gwinner et al., 1998). Confidence benefits result from the consumers’ undergtandi
what they receive from an ongoing relationship with the service organizatioef iBeli
partner performance and the absence of opportunistic behavior enhance consumer

appreciation for the relationship (Bendapudi & Berry, 1997).
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Moreover, consumer confidence includes knowing what level of service would be
provided and their own roles in the process. Consumers must understand the unique
norms and standards of the relationship exchange and adjust their roles throughout the
ongoing process (Dwyer et al., 1987). Trust and confidence in the service orgarszati
performance and in the adjustment process lead to a greater sense of belonging to the
service organization. That is, higher levels of confidence benefits enhance eonsum
identification with the service organization. Bendapudi and Berry (1997) argue that
consumer identification is enhanced when consumers view the service orgarasadi
team based on trust. Thus, it is deduced that:

H1-5: Confidence benefits are positively related to consumer identficaith

the service organization.

Special treatment benefits and identification

Social comparison is necessary to achieve social identity. Every group must
compare itself to another group (Tajfel, 1981). Individuals identify with an crg@omn
when group identity provides positive self-esteem (Ashforth & Mael, 1989). \tiisle
proposition is related to group identity, it is also applicable to the individual levél. Eac
individual compares him/herself with similar others (Festinger, 1954; Letcaly, 2007).

If an organization recognizes its contributing members and provides more stltast

and value to the individual, then the individual’'s sense of belonging to the organization
increases. If an individual perceives that he/she is treated special ednpathers, the
sense of belonging is enhanced. For this reason, differentiated customizeel sedvi
economic benefits based on customer information and preferences have a pogéote

on customer attachment to the organization (Lacey et al., 2007).
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Similarly, in the management literature, Pratt (1998) emphasizes that an
organization’s behavioral consistency in terms of rewards influences employee
identification with the organization. Cardador and Pratt (2006) propose that the
possibility of identification is low when organizations are unlikely to provide msvar
such as financial benefits to group members. Furthermore, Gruen et al. (200@hatgue
recognition as an extrinsic reward for contributions has a positive influencéeotivaf
commitment, which is similar to identification (Brown et al., 2005). Thus, it is
hypothesized that:

H1-6: Economic benefits are positively related to consumer identificatibrtioa

service organization.

H1-7: Customization benefits are positively related to consumer idetitifica

with the service organization.

Relational benefits and switching costs

This study presents that relational benefits increase switching @sstking in
consumer commitment. Customers receive relational benefits when thayare
relationship, and those relational benefits are not easily imitated by ctorgékhus, if
customers terminate a relationship with a current service provider, tleethbese
benefits. If relational benefits are highly valued by customers, custameelsss likely to
switch to alternatives due to high costs (Burnham et al., 2003; Dwyer et al., 1987,
Gwinner et al., 1998; Keaveney, 1995). The following sections explore how different

types of relational benefits impact switching costs.
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Social benefits and switching costs

Customers enjoy familiarity with a service provider through interpersonal
interactions. These social benefits generate a level of comfort, vehndt directly
transferable to competitors (Burnham et al., 2003). Accordingly, the excharggadf s
benefits can be regarded as an idiosyncratic customer-service progiggaasn
(Butcher, 2005). If the relationship is dissolved, psychological or emotional distomf
cannot be avoided due to the loss of social bonds (Burnham et al., 2003). Because
switching to alternatives means establishing completely new social,boodssed
social benefits with a current service provider increases switching cdasudevan et al.
(2006) suggests that increasing interpersonal closeness with buyersascetaisonal
switching costs. Similarly, Bendapudi and Berry (1997) propose that social bonding can
increase customer dependence on the service provider. Therefore, it isceipecte

H1-8: Social benefits are positively related to switching costs.
Confidence benefits and switching costs

As transactions with one service provider increase, transaction costasefor
customers (Bendapudi & Berry, 1997; Buttle, 1996). That is, customers will incur
significantly higher transaction costs if they change service provideradbr e
transaction. In addition, frequent changes of service providers bind customers to the
potential perceived risk associated with each service provider’s perfoenm@aontinuous
satisfactory experience with a particular service provider increasésmer confidence
in the performance of the service provider. Transaction costs are reduced wharecsist
remain with one particular service provider. Buttle (1996) argues that one of advantages

of relationship marketing is “the control, reduction and potential elimination of
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transaction costs” (p, 75). Similar to social benefits, relationship dissohesoilts in the
loss of confidence benefits on the customer’s side. Therefore, customerseilio g2
high level of confidence benefits incur high costs for switching to other egrkawiders.
Therefore, it is anticipated that:

H1-9: Confidence benefits are positively related to switching costs.
Special treatment benefits and switching costs

The underlying mechanism of special treatment benefits is the presence of
switching costs (Hennig-Thurau et al., 2002). Service organizations expect teéncrea
switching costs by providing financial rewards or customized servicess Btrive to
satisfy their customers’ individual needs through strategies that prowadmsjpeatment
benefits. Because special treatment benefits disappear when the relatioissgolved,
they become a switching barrier for customers (Patterson & Smith, 2068; éaal.,
2007).

Service organizations provide added economic and customized service incentives
so that customers cannot switch to another firm that hardly provides comparsdfiesbe
This strategy is especially prevalent in the hospitality industry. Fonpbe, shops may
offer free service after customers make a predetermined number of parchaffer
preferred seating to recognized customers (Rashid, 2003).

Economic benefits are the primary motivation to establish relationships with a
service provider (Gwinner et al., 1998). If customers receive economic bergefita fr
relationship, termination results in a direct financial cost. Consequerttypeic
benefits become a barrier to switching providers. Moreover, value-adding béhnafit

are highly customized and not available from other providers can structurally bond
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customers with the firm (Berry, 1995); structural bonding creates high switabsteyan
the customer’s side (Noble & Phillips, 2004). Thus, it is deduced that:

H1-10: Economic benefits are positively related to switching costs.

H1-11: Customization benefits are positively related to switching costs.
Relational benefits and satisfaction
Social benefits and satisfaction

Although social benefits are related more to the relationship itself thhe to t
provider’s performance (Hennig-Thurau et al., 2002), the effect of social Isemefit
customer satisfaction should not be overlooked. Close interactions allow the service
provider to understand each customer’s unique needs and expectations (Ennew & Binks,
1999). Customers evaluate their level of satisfaction based on the level of ltbaéfits
they receive (Reynolds & Beatty, 1999). Service providers who understand their
customers can serve them better and satisfy them accordingly.

It is assumed that social benefits are desirable when a customer hgtha len
relationship with a particular employee. Interestingly, enjoyableaati@ns significantly
influence satisfaction but personal connection does not (Gremler & Gwinner, 2000). This
finding suggests that a personal connection with a particular employee icessary to
receive social benefits. This is particularly applicable to the hosypitadiustry, where
the turnover rate is high and the possibility of the same employee servsankee
customer is low. Understanding each customer’s specific needs, caringrebsenvice
outcome, and using humor for comfortable interactions can enhance enjoyment in

interactions and consequently increase customer satisfaction (G&@ieinner, 2000).
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The positive relationship between social benefits and satisfaction has been
supported throughout the literature. Ennew and Binks (1999) contend that a customer
who willingly shares personal information and maintains close personal cowitica
service provider increases his/her satisfaction, due to the service pokitmrledge of
the customer’s needs and expectations. Price and Arnould (1999) argue that calmmerci
friendship, which is similar to social benefits, has a strong positive redhatpwith
customer satisfaction. Similarly, Gwinner et al. (1998) find that social beheafie a
positive correlation with customer satisfaction. Furthermore, Reynoldseatty1999)
believe that social benefits are a significant antecedent of custonséatain. Based on
the above argument, it is hypothesized that:

H1-12: Social benefits are positively related to satisfaction.

Confidence benefits and satisfaction

Previous experiences impact customer expectations of a service provider, and
consumers consider them a prediction of future performance (Zeithaml et al., 19&8). |
evaluate satisfaction as a comparison between predicted and perceived $@wice
prediction of the next transaction influences customer satisfaction. Badeel angtiment
by Parasuraman, Zeithaml, and Berry (1994), Gremler and Gwinner (2030} asi
“the improved accuracy of the customer’s service expectations should resafian cl
alignment between expectations and performance, thus resulting in higheokeve
customer satisfaction” (p. 93). Similarly, confidence benefits indmatédence in what
a customer will receive from the service provider based on previous satigfact
experiences. Customers who enjoy high confidence benefits have a levelictepre

service for a relationship partner. Therefore, one may expect that eustatro receive
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high confidence benefits from a service provider experience increasedcsatistiue to
their predicted expectations of performance. The empirical results supppaositiee
relationship between confidence benefits and satisfaction (Gwinner €948;,Hennig-
Thurau et al., 2002). Thus, it is expected that:

H1-13: Confidence benefits are positively related to satisfaction.
Special treatment benefits and satisfaction

Although special treatment benefits are not a part of the core service provided,
they may be considered as part of performance by the customers who recgive the
(Hennig-Thurau et al., 2002). Well-managed special treatment benefspaeted to
increase customer satisfaction from excellence in performaasedBn Zeithaml's
(1981) argument, Gwinner et al. (1998) suggest that special treatment beogiis pr
satisfaction to customers. Supposing the same level of predicted serviexgetrad |
satisfaction from receiving economic and/or customization benefiteasey than the
level of satisfaction from a transaction without special treatment b&nBhiis is because
perceived service is higher with special treatment benefits. Yen anmth&@wR003)
support the positive influence of special treatment benefits on satisfadtienefdre, it is
anticipated that:

H1-14: Economic benefits are positively related to satisfaction.

H1-15: Customization benefits are positively related to satisfaction.
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Figure 2: the proposed model 1.
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Figure 2. Model 1. Commitment as a relationship development outcome
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Figure 2 shows consumer commitment as an outcome of several antecedents. The
following section examines the mediating role of commitment. Consumer ¢orantiis
a crucial variable that determines long-term relational outcome{igea Ghauri,
2004). This study explores the relationship between several antecedents ofncentmi
(i.e., identification, switching costs, and satisfaction) and relational mesohrough the

mediating role of consumer commitment.
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Model 2. Commitment as a Mediator

Relational outcomes
I ncreased share of purchases

Share of purchases (or share of customer) implies “the percentage ofréie ove
purchases made in a particular product of service category devoted to a pditraular
within a specified time period” (Lacey, 2007, p. 321). While repeat purchase intention
measures a customer’s intentions to increase the magnitude of purchasafrticular
firm (Lacey, 2007), share of purchases indicates the significance of consumesparch
from a particular firm within the total purchases in that product categoiyoddh the
absolute measure of increased purchases from the current purchase levelisatibye
beneficial to a firm, share of purchases is a better measure afmalaiutcome for its
comparativeness (Lacey et al., 2007).

Loyalty does not mean that customers never make transactions with other sellers;
rather, it means that customers can still engage in some transactioosher sellers but
do not purposefully explore alternatives as potential relational excharigerpgDwyer
et al., 1987). Especially in the restaurant industry, share of purchases is raiie soi
measure relational outcome than revisit intentions. We cannot expect a custorsier t
only the same restaurant without exceptions. Thus, the percentage of purehase (
visitation) within the customer’s total restaurant visitations isangr measure of
loyalty compared to the absolute revisit intention. Share of purchases providggsea de
understanding of customer loyalty by considering the customer’s relaifjongh a
particular firm in a product category where alternatives exist (Jorgas&er, 1995;

Keiningham et al., 200T;acey, 2007; Walter & Gemunden, 2000).
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This study hypothesizes that commitment positively influences increhaesl of
purchases. If marketers pursue business continuity with customers thraiginséip
maintenance, customers maintain the relationship to achieve more effiiemggr et
al., 1987; Sheth & Parvatiyar, 1995), reduce perceived risk (Bendapudi & Berry, 1997,
Sheth & Parvatiyar, 1995), and obtain cognitive consistency in their decisiasby(¥
Taylor, 1983; Pritchard et al., 1999; Sheth & Parvatiyar, 1995). Commitment inflleences
customer’s selective perception (Crosby & Taylor, 1983). Commitmeuts tea
deliberate choice reduction in the presence of alternatives. Highly cochcutgomers
are more likely to do business repeatedly with the same service providee deskar
likely to patronize other providers (Dick & Basu, 1994; Morgan & Hunt, 1994; Prdcha
et al., 1999; Sheth & Parvatiyar, 1995; Verhoef, 2003). Therefore, it is deduced that:

H2-1: Commitment is positively related to increased share of purchases.
Positive word-of-mouth intentions

Word-of-mouth (WOM) is defined as “informal, person-to-person commuaicati
between a perceived noncommercial communicator and a receiver regardingd,abra
product, an organization, or a service” (Harrison-Walker, 2001, p. 63). WOM
communications include positive/negative word-of-mouth, recommendations to others,
feedback to the vendor, and defense of the company against detractors (Bendapudi &
Berry, 1997; Cross & Smith, 1995; Reichheld, 2003; Swan & Oliver, 1989).

Researchers argue that positive WOM is one of the central outcomes of
relationship marketing (Bendapudi & Berry, 1997; Brown et al., 2005; Hennig-Thurau et
al., 2002; Lacey et al., 2007; Morgan & Hunt, 1994; Sheth & Parvatiyar, 1995). The

significance of positive WOM lies in its power to attract new customoetfse firm
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(Anderson, 1998; Hennig-Thurau et al., 2002; Lacey et al., 2007; Sheth & Parvatiyar,
1995; Zeithaml et al., 1996). Consumers are not free from perceived risk in thewmecisi
making; they are engaged in risk reduction strategies to decrease the ntycertai
negative consequences of an unsatisfactory decision (Mitchell, Davies, Mo@&inho
Vassos, 1999; Tan, 1999). As perceived risk increases, consumers increaseahes rel
on positive WOM for its possible clarification and feedback opportunities (Murray,
1991). Positive WOM, therefore, is a powerfully influential in a firm’s abtiitycquire
new customers and reduce risks that customers perceive (Hennig-Thurau et al., 2002)
In addition to attracting new customers to the firm, positive WOM indicates the
highest level of customer loyalty. A customer puts his/her own reputation anehwy|
offering positive WOM (Reichheld, 2003). This sacrifice for the company and psoduct
impossible if customers are not truly loyal. In addition, customers confirm aridros
their previous favorable attitudes toward the service provider through exchange of
experiences. Marketers need to focus on converting customers into advocatesmato are
only long-term purchasers but who also spread positive WOM to others (Bhatta&harya
Sen, 2003; Buttle, 1996; Jones & Sasser, 1995).
Committed customers are more likely to spread positive WOM (Beatty et al
1988; Brown et al., 2005; Hennig-Thurau et al., 2002; Morgan & Hunt, 1994). As
previously argued, commitment relies on satisfactory experiences vatht@nship
partner (Brown et al., 2005; Burnham et al., 2003; Dwyer et al., 1987; Hennig-Thurau et
al., 2002; Morgan & Hunt, 1994; Sharma & Patterson, 2000; Vasudevan et al., 2006).
Thus, if customers are highly committed, they will discuss their favorableienpes

and recommend the company to others. Therefore, it is hypothesized that:
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H2-2: Commitment is positively related to positive WOM intentions.

Commitment as a full mediator of the effects of identification on relaonal outcomes

Submodel 1 hypothesizes the positive influence of identification on consumer
commitment (see Hypotheses 1-1). It is assumed that the impacts of cddintifion
relationship outcomes (i.e., share of purchases and positive WOM ingrdie indirect.
Customers who strongly identify with a particular firm increase tbee#llof
commitment to the firm; consequently, commitment positively influencasaethip
outcomes.

Previous research supports the indirect effect of identification on relaponsh
outcomes. When a customer identifies with a service organization, he/she igkeipre
to commit to the organization (Ashforth & Mael, 1989; Brown et al., 2005; Lacey, 2007,
Morgan & Hunt, 1994; Pratt, 1998; Pritchard et al., 1999). A committed customer spreads
positive WOM (Beatty et al., 1988; Brown et al., 2005; Hennig-Thurau et al., 2002;
Morgan & Hunt, 1994). Fullerton (2005) suggests that a customer who strongly identified
with a service organization has a favorable attitude toward theoredhaip and would
recommend the company to significant others.

Brown et al. (2005) find a non-significant relationship between identification and
positive WOM intentions when commitment is included as a mediating variabldy whic
supports the full mediating role of commitment in the equation. In addition, Pdtehar
al. (1999) maintain that identification influences customer loyalty withl arfediating
effect of resistance to change, which is equivalent with consumer conmhitithis

study. Moreover, Lacey (2007) finds that shared values, similar to idatibfi in this
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study, increase commitment, which consequently impacts increased sharehafses.
Thus, this study suggests the full mediating role of consumer commitment betwee
identification and relational outcomes and makes the following hypotheses:

H2-3: Commitment mediates the relationship between identification andathare

purchases.

H2-4: Commitment mediates the relationship between identification andvpositi

WOM intentions.

Commitment as a full mediator of the effects of switching costs on reiahal
outcomes
This study suggests a full mediating role of commitment between switchirsg cost
and relational outcomes. Although we assume that switching costs cannot directly
determine the likelihood of relationship outcomes, high switching costs casiseners
to remain in a relationship with their current service provider because tsemefiveigh
costs. Consequently, commitment, enhanced by high switching costs, leads to positive
relationship outcomes. Consider the direct relationship between switdstsgand
positive relationship outcomes without consideration of consumer commitment. If a
customer perceives high switching costs, he/she may stay in the relatioesayse of
the possible financial and psychological/emotional loss arising frotmoredaip
termination. However, this does not mean that he/she will advocate the service provider
High switching costs motivate customers to maintain relationships (Burrtham e
al., 2003; Dwyer et al., 1987; Venetis & Ghauri, 2004). Relationships heavily based on

switching costs cause firms to be vulnerable to alternative providers who eitiar b
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benefits (Berry, 1995). If customers perceive more benefits than costs, thenlthey w
switch to another provider. Therefore, it is expected that high switching costst can
directly influence increased share of purchases. Instead, if custara@smmitted due
to high switching costs, they will deliberately reduce their choice (Sh&#rvatiyar,
1995) and increase their spending with the particular service organization iodoetpr
category (Verhoef, 2003).

As Sharma and Patterson (2000) argue, even dissatisfied customers maintain
relationships due to high switching costs. That is, satisfactory expesiareeaot a
prerequisite of increased switching costs. While high switching costs do essaaty
require satisfactory experiences, positive WOM is possible only when custbawe
satisfactory experiences. Thus, we do not expect switching costs to hageta di
influence on positive WOM. When customers are committed to a relationship with high
switching costs, however, they will advocate the service provider. Therefisre, it
expected that:

H2-5: Commitment mediates the relationship between switching costbhaned s
of purchases.

H2-6: Commitment mediates the relationship between switching costs and

positive WOM intentions.

Commitment as a full mediator of the effects of satisfaction on share ofixchases
Although a direct positive relationship between satisfaction and share of
purchases has been previously shown (Reynolds & Beatty, 1999), this study suggests a

indirect influence. Share of purchases, defined as the percentage of puficrases
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particular service provider among total purchases in a product category, should be
understood in the presence of competitors in the same market. In contrasgtsatisf
defined as the gap between predicted and the perceived performance of a particular
service is not directly affected by the performance of other service prewdire
market. Thus, one may assume that a customer’s satisfaction from aone pasvider
does not directly influence customer share in that particular product categonpef
(2003) supports this idea arguing that performance alone cannot induce increased
customer share. If customers are committed to a firm based on theactatisf
experiences with the particular service provider, they will increasesinaie with that
provider. That is, satisfaction positively influences consumer commitment, which
increases share of purchases. Satisfied customers who are not psyclpkepict the
service provider may defect (Jones & Sasser, 1995). Therefore, it is @eficipat:

H2-7: Commitment mediates the relationship between satisfaction and share of

purchases.

Commitment as a partial mediator of the effects of satisfaction on posit WOM
intentions

This study suggests that satisfaction has a direct impact on positive WOM
intentions. This rationale has been widely supported by previous studies (Henrag-Thur
et al., 2002; Oliver, 1980; Reichheld & Sasser, 1990; Reynolds & Beatty, 1999; Swan &
Oliver, 1989). Based on general knowledge about the effect of satisfaction aveposit
WOM, this study suggests that satisfaction directly influences poSitO® intentions.

Therefore, it is expected that:
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H2-8: Satisfaction is positively related to positive WOM intentions.

As previously mentioned, consumers who are highly satisfied with a service
provider are committed to the relationship and spread positive WOM. Therefore, we
expect that commitment plays the role of mediator in the effects dbstibe on
positive WOM. Satisfaction indirectly influences positive WOM intentiémsugh
commitment. Several researchers argue that satisfactory expsriangease consumer
commitment (Brown et al., 2005; Burnham et al., 2003; Dwyer et al., 1987; Hennig-
Thurau et al., 2002). Commitment, in turn, has a positive influence on positive WOM
intentions (Beatty et al., 1988; Brown et al., 2005; Hennig-Thurau et al., 2002).
Customers who are committed based on satisfactory experiences are&ketpte |
engage in positive WOM. The partial mediating role of commitment of the £fiéct
satisfaction on positive WOM intentions is supported by Brown et al. (2005). Thus, it is
deduced that:

H2-9: Commitment partially mediates the relationship betweenaetish and

positive WOM intentions.
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Figure 3: the model 2.
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Figure 3. Model 2. Commitment as a mediator
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The Moderating Role of Relational Benefits

Relational benefits as a moderator of the effects of switching costs on corment

For reasons such as dissatisfaction with the current service providegwr a n
attractive alternative entering into the market, customers may consitigtisg a
service provider. Once customers are engaged in this situation, thewitaténg costs,
and they evaluate the costs-benefits ratio of leaving the current pr@&wdeshing costs
are sacrifices or penalties that consumers face when exchangirug ggoxiders (Jones,
Reynolds, Mothersbaugh, & Beatty, 2007). Whether switching costs are positive
negative (Jones et al., 2007), the basic impact of switching costs is that cadtochier
hard to switch service providers, even considering the benefits derivedvindching.

It is argued that the more switching costs customers face with as anrggit, ba
the more committed they are to the current service provider (Dwyer et al., 188iMs5
& Patterson, 2000). High switching costs lock customers into the current relgtionshi
because of the potentially high costs of switching. Although switching cestseful in
increasing consumer commitment, the use of switching costs is criticizaddeeit
creates a passive connection to the provider. For example, switching castisatienes
referred as “spurious loyalty (Colgate, Tong, Lee, & Farley, 2007 ghlextreme sense,
customers whose relationship maintenance with their service provideyldegsnds on
switching costs are viewed as “hostages” (Sharma & Patterson, 2000, p, 484).

Sometimes, it seems that we forget an important question: do customers alway
positively react to increased switching costs? One notices that cowgfliesults have
been provided for the relationship between switching costs and commitment. For
example, Lacey (2007) finds that the effect of switching costs on commiisnent

significant in department store sample while it is not significant iauesht sample. The
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mixed results of the effect of switching costs on commitment raise a@uabiut their
underlying nature that might cause these different results.

The author believes that the lock-in effect of switching costs on commitment
would be weaker if customers were experiencing high relational betettggh
relationship maintenance. The theory of psychological reactance that Brehm (1966)
proposed is an excellent foundation for this argument. Based on the reactance theory
when people are faced with a high switching barrier, they feel thettdinees threatened.
They may become more attracted to the inaccessible or prohibited alté€g)atna/or
try to restore their freedom by rejecting the current service proaleztz, 2005). It
should be noted that motivations to comply and to react coexist in consumers’ minds
(Wendlandt & Schrader, 2007). Thus, when switching costs are high, consumers become
dedicated to their current relationship, but at the same time they expegantance
because their freedom is threatened. In other words, switching barridespgdful in
retaining customers, simultaneously influence situational reactanetZK2005;
Wendlandt & Schrader, 2007). Reactance effects occur at certain tdrpsihtks and
reduce the cooperativeness of consumers (Wendlandt & Schrader, 2007).

As mentioned above, switching costs generate passivity in a customer’s
relationship with the service provider. Although increasing switchints ¢®s
recommended for customer retention, it is important to acknowledge thahceattia
significant switching barrier can be devastating, even resultingmmrtation of the
current relationship. However, it is suggested that effort activity for ake and not for
some extrinsic goal can reduce reactance (Kivetz, 2005). All things dtpipbgitive

effect of switching costs as a lock-in mechanism on commitment would be veaker
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consumers with high relational benefits than those with low relational benefitadee
those with high relational benefits would less likely feel locked into thaaeship. In
other words, although switching costs influence customers to stay in thensapi, if
customers are intrinsically motivated from benefits of the on-goingaedtip, then the
effects of switching costs on commitment would be diminished for consumers’ipeoact
engagement in the relationship. Based on Model 2, we may expect commitment to be
influenced by identification, satisfaction, and switching costs. This stuthefysroposes
that the relationship between switching costs and commitment is moderatéatiopaé
benefits. Thus, hypothesis 3-1 is established as:

H1: When all things are equal, the relationship between switching costs and

commitment is weaker when the degree of relational benefits custoroeirsee

from the on-going relationship is higher rather than lower.

Figure 4: the conceptual model.
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Figure 5: the completed conceptual model of the study.
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The Moderating Role of Frequency of Visit

As Gronroos (1998) states, the consumption of a service is all about process
consumption. The interaction process is the core of relationship marketing, in which
various kinds of contacts between a customer and a service provider occuo@Syonr
2004) and an interpersonal relationship develops (Price, Arnould, & Tierney, 1995). In
the interaction process, a relationship between a customer and a serviderpsovi
established, nurtured, and maintained for mutual benefits from the relationship.

Because of its significance on relationship marketing, the nature of indaract
relationship marketing has been an area of interest to marketing schotasafple, it
is argued that the length of the relationship is the core element thagjdisties between
transaction and relationship marketing (Rao & Perry, 2002). The length of reigions
matters because it is a necessity to build a strong foundation for succdasnak
exchange (Sweeney & Webb, 2007). It is assumed that long duration of a rblptiers
positive signal of interdependence between the two parties (Kelley €4&8), As the
length of the relationship increases, the opportunities that customerenedational
benefits also increase (Gwinner et al., 1998). However, contrary to theacrobatnef,
the quality of relationship does not always improve over time (Barnes, 1997h&ersc
Snyder, & Omoto, 1989; Kumar, Scheer, & Steenkamp, 1995; Palmer, 2007). As
Berscheid et al. (1989) argue the duration of relationship alone is not enough to
understand the closeness of relationship; what actually matters is theitgrag high
frequency (along with high diversity and strength according to theiriBxesaip
Closeness Inventory). Again, as the authors add, long duration of low frequency does not

gualify a close relationship. Therefore, a long-time customer should notdreaically
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assumed to be a loyal, committed customer. He/she may stay in the relationship
habitual purchase tendency, limited product availability, or other possible reasons

Another nature of interaction that interests us is the frequency dimension. The
frequency of interaction in relationship marketing is different from a tnansaction
because frequent interaction involves in feeling through extended samcmaengers with
a particular service provider (Ward & Dagger, 2007). It is suggested that frégoent
to-face interpersonal interactions imply a closeness of relationshipéretnaistomer
and a service provider (Barnes, 1997; Kelley et al., 1983). Furthermore, Crosby et al.
(1990) insist that increased interaction is the results of good relationship catdléy r
than mere success in previous sales. Thus, frequent interactions can be a signal of
healthy, close relationship.

One may expect that frequent interactions, as a signal of closenessrbetwe
parties, would provide several advantages to relationship enhancement. Firshtfreque
interactions represent both parties’ interest as partners. This is thefddsng and trust
of the seller (Nicholson, Compeau, & Sethi, 2001). Second, frequent interactions increase
the opportunities of buyer and seller to gather personal information and understand ea
others’ perspectives, which eventually enhance individuation (Nicholson et al., 2001;
Wilder, 1986). Third, frequent encounters enhance social bonding between two parties
(Bendapudi & Berry, 1997). Finally, frequent interactions build buyers’ trustllam se
(Bendapudi & Berry, 1997; Doney & Cannon, 1997). Trust is created because buyers or
customers can evaluate the seller’s or service providers’ behavior aaross\business

situations and predict the partner’s future behavior (Doney & Cannon, 1997).
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Because of the possibility of closeness and emotional bonding, frequent
interaction has been argued to be one of the key determinants of consumer commitment
For example, Bove and Johnson (2000) suggest that frequent contact increases the level
of commitment, supporting the notion of Crosby et al.’s (1990) that commitment is
largely determined by the interpersonal relationship. Furthermore, Kalbdy(1983)
note that more frequent interactions represent a higher degree of interdependenc
between two parties. Thus, it is plausible that when all else is equal, coemhivould
be much stronger under the condition of frequent interactions as opposed to less frequent
interactions.

In addition to the possible influence of closeness (as represented by frequent
interactions) on commitment, Barnes (1997) argues that a consumer whorkas m
closeness with the service provider has much higher level of relationshigtistneth
that relationship partner. According to Barnes (1997), relationship #treng
characterized by share of business, intention to do business continuously, and the
likelihood of recommendation. These are similar to the relational outcomes study.

Thus, we may conceive that a customer who frequently interacts with theegaawider
face-to-face would develop a much stronger relationship with the pahaers, have
stronger relational outcomes) than others who have less frequent interg8tiores(
1997; Bove & Johnson, 2000).

Although more frequent interaction has been suggested to build a much closer
relationship between two parties and influence the magnitude of relationgmgtistr
than less frequent interaction, the empirical support for this assumption lesckiitlg.

Thus, this study tests the moderating role of frequency of interactiongreabaf
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relationship closeness on relationship dependence and relational outcomegalipecif
the Model 2 in this study is imported to test the moderating effects oefmeywf
interaction (more exactly “frequency of visit” in this study) of tffeas of consumer
dependence on commitment and of the effects of commitment on relational outcomes.
Consequently, it is hypothesized that;
H4-1: The relationship between identification and commitment is much stronger
Vwhen frequency of visit is higher rather than lower.
H4-2: The relationship between switching costs and commitment is much stronger
when frequency of visit is higher rather than lower.
H4-3: The relationship between satisfaction and commitment is much stronger
when frequency of visit is higher rather than lower.
H4-4: The relationship between commitment and share of purchases is much
stronger when frequency of visit is higher rather than lower.
H4-5: The relationship between commitment and positive WOM intentions is
much stronger when frequency of visit is higher rather than lower.
H4-6: The relationship between satisfaction and positive WOM intentions is much

stronger when frequency of visit is higher rather than lower.
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CHAPTER IlI

METHODOLOGY

Instrument

A self-administrated questionnaire was used to collect data. As an initial
instruction, respondents were asked if they have a service provider in the casggal dini
sector that they use on a regular basis, which followed Gwinner et al. (1998)ysEhe
definition of regular patronage was determined by respondents. This questionl esable
to identify respondents who are in ongoing relationship with a particular servicdgovi
Individuals who do not have any particular casual dining restaurant were astep t
responding to the survey.

Section | asked information about casual dining restaurant experience. This
included the frequency of visit, the length of patronage and the usual number of
companies upon visit.

Section Il solicited opinions of the casual dining restaurant. The main itefms of t
study were included in this section. The items of the questionnaire were develoged bas
on previous studies. In particular, scales for social benefits (four itemspafidence
benefits (four items) were both composed of items from Hennig-Thurau et al.’s (2002)
study. Because limited study has been carried out to separate spesidldosistructs as

two different benefits (that is, economic and customization benefits), theagtems to
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observe special benefits were included in the study. Eight items were adaptatidse
provided by Henning-Thurau et al. (2002), Kim, Lee, and Yoo (2006), Lee et al. (2002),
and Marzo-Navarro, Pedraja-lglesias, and Rivera-Torres (2004). In additieajtems -

“as a frequent diner, | enjoy saving time in dining because | am familiartha service
process of this restaurant,” “I can tailor my order based on my desire,” aawkiVe

extra service attention from the employees” - were also added based edh Iiedediture
review. Thus, a total of eleven items were included to measure economic and
customization benefits. Identification was measured by verbal and visles do@

items) adapted from Bergami and Bagozzi (2000). In addition, switching aests (f
items) were adapted from the works of Sharma and Patterson (2000) and Ping (1993).
The satisfaction construct (four items) was based on the findings of HelnaigtiTet al.
(2002). The commitment construct (four items) were adapted from Morgan and Hunt
(1994) and Moorman, Zaltman, and Deshpande (1992). Increased share of purchases
were measured using three items: one from Lacey et al. (2007) and two develobisd for t
study. These two items were “In the next three months, how likely are you tosimcrea
your visits to this restaurant compared to other restaurants?” and “In the eext thr
months, how likely are you to increase your spending to this restaurant comparest to ot
restaurants?” Finally, positive WOM intentions (four items) were meddiyrscales
provided by Lacey et al. (2007). Overall, a total of forty nine items were ircindéis
section. In addition, respondents were asked to provide their email addressewériney
interested in the follow-up study, which investigates their actual behaviors itimeos

word-of-mouth and share of purchases in the end of the second section.
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In Section I, all items except increased share of purchases (3 items) and
identification (2 items) were rated on a seven-point Likert-type scalgingfrom one
(extremely disagree) to seven (extremely agree). Increased sharehafsgsravere
measured on a seven-point Likert-type scale, ranging from one (very untikslgyen
(very likely), moderate as a mid-point. Verbal identification was rated emenspoint
Likert scale, ranging from one (not at all) to seven (very much), with medesaa mid-
point. In addition, visual identification was measured with scales that hadeaigl# of
overlap that corresponded to the level of identification between respondent and casual
dining restaurant.

In Section lll, participants were asked about their demographic informatibn suc

as gender, marital status, age, education, and annual household income.

Pilot test

Prior to the main survey, a pilot test was conducted to examine the validity and
reliability of the instrument. Twenty eight regular casual dinirsgagrant customers
participated in the study to identify the appropriateness and wording of theeitesach
scale, the length of the instrument, and the format of the scales. The oétudts
separate reliability test for each construct showed that Cronbach’s alpreas342 for
social benefits, .857 for confidence benefits, .787 for economic benefits, .827 for
customization benefits, .778 for identification, .936 for switching costs, .804 for
satisfaction, .981 for commitment, .958 for positive WOM intentions, and .870 for
increased share of purchases, all above the minimum value of .70 (Hair et al., 2006).

Proper revision followed based on the feedback of the test.
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Data collection and sampling

Casual dining restaurants combine the various menu choices of midscale chains
with a price and service level borrowed from upscale restaurants (Muliéo@&s,
1994). Examples of casual dining restaurant include Applebee’s, Chili's, OlideGar
Outback Steakhouse, Perkins Restaurant and Bakery, Red Lobster, Texas Roadhouse,
T.G.l.Friday’s, and so on. The casual dining segment was selected for thisostud
several reasons. First, casual dining is one of the fastest growingnésgmestaurant
business (Schaefer, 2008). Second, loyalty programs are widely used innhesntsag a
customer retention strategy. Third, commitment has a significant icfugm patronage
in casual dining restaurants (Mattila, 2001, 2004). Fourth, the level of customer
identification with the restaurant/brand is crucial to business success sec¢tos
(Muller & Woods, 1994). Fifth, continuous customer-driven service has been heavily
emphasized due to the fierce competition in this segment (Kong & Jogaratnam, 2007).
Lastly, standardized products and services in this segment make casuateltangants
difficult to differentiate themselves from competitors. Relational besnafe mainly
generated through customer-service provider’s direct interactionsatéeljfficult to be
imitated by competitors. Thus, the relational benefits approach can provide@ st
foundation for differentiation (Gwinner et al., 1998).

An online survey was administrated to collect data. Online survey has several
advantages over the traditional paper-based survey: (1) low costs; (2) Shansee8me;
(3) easy implementation; and (4) geographically unlimited sample (Koh & X004,
Lee, 2005). The questionnaire was posted on a designated web site (i.e.,

surveymonkey.com) and an e-mail message including a hyperlink to the swlveytev
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was sent to selected subjects asking for their participation in the sDat@ywas
collected for seven weeks from Januar{ 1®March &', 2009.

The population of this study was regular casual dining restaurant customers in the
United States. The target population of the study was all the frequent itsanetlee U.S.
listed in a public available email database purchased. The target populatifimed de
based on two reasons. First, it is highly plausible that all frequent trasedeirequent
diners. Second, if they are committed to a particular casual dining chiaiaresd in
some reasons, they may visit the same casual dining chain restauranheyhieavel if
possible. Although this second reason is not the main concern in this study; it opens the
possibility of customer-brand (as a casual dining chain restauran)mstap
development. The main concern in this study is the relationship development between
customer and unit casual dining restaurant. A convenience sampling was utilizad t
samples. A total number of 390,748 email addresses listed in the database were used to
collect data. Among 390,748 messages sent, 175,010 were undeliverable, indicating an
undeliverable rate of 44.8%. Consequently, 215,738 messages were delivered, and a total

of 647 responses were received with .3% response rate.

Data analysis

Exploratory factor analysis, confirmatory factor analysis, strucagqaation
modeling, and hierarchical regression analysis were used to analyze tHeR&$a17.0
and LISREL 8.8 were utilized.

For model 1, first, exploratory factor analysis (EFA) was conducted tafiddre

dimensions of relational benefits. Second, Confirmatory Factor Analysh) (@&s
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followed to examine the appropriateness of the measurement model. Convergdmt validi
and discriminant validity were investigated. Third, structural equation mod&Higl)

using LISREL 8.8 was used to test the hypothesized model. Finally, a competing model
was assessed to examine the best fitting model with the data. Model 2 waslaapinac
the same manner as the Model 1 except for the exploratory factor analysis

To test the moderating role of relational benefits on the relationship between
switching costs and commitment, a multigroup approach was utilized using LIGBE
A model with all path equality constrained was compared with the other modehwith t
intended path freed. Thé difference test between the two models was performed to
examine the moderating effect of relational benefits on the relationshipdmetwe
switching costs and commitment. The significance offtdifference test confirms the
moderating effect of the intended variable in the study.

A series of hierarchical regression analyses was adopted to test the mgderati
effects of frequency of visit on the relationships among consumer dependence, consumer
commitment, and relational outcomes. If the results of hierarchicaksgneanalysis
were significant, a simple slope analysis was further investigated. limoaddi graphical

depiction was employed to understand the nature of the interactions.

Structural Equation Modeling

To test the intended structural model, the two-step SEM process was used. Hair e
al. (2006) explained this process as followed:
Approach to SEM in which the measurement model fit and construct

validity are first assessed using CFA and then the structural model is
tested, including an assessment of the significance of relationships. The
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structural model is tested only after adequate measurement and construct
validity are established (p. 845).

According to Hair et al. (2006), CFA requires researchers to assign var@abdetors
before any results can be obtained. The results of CFA indicate that how well the
specification of the factors matches the actual data. CFA is a cordigmest of the
measurement theory, which specifies a series of relationships thabedsmw measured
indicators represent a latent construct that is not measured directly. Whesutteake
CFA achieve acceptable model fit based on chi-squarefgstgmparative fit index
(CFI), root mean square error of approximation (RMSEA), and the standardized root
mean square residual (SRMR), construct validity was assessed.

Construct validity was assessed by examining convergent validity and
discriminant validity. Convergent validity refers the extent to which indisaif a
specific construct converge or share a high proportion of variance in common (&lair et
2006). Several ways are utilized to examine convergent validity among itasuras:
factor loadings, average variance extracted (AVE), coefficient adptiegonstruct
reliability (CR). In terms of factor loadings, high loadings on a factocansidered as
they converge on some common point. Standardized loading estimates should be .5 or
above. AVE is a summary indicator of convergence; AVE of .5 or higher is ad@pte
adequate convergence. For coefficient alpha and CR, reliability estimateigher is
considered as good reliability.

Discriminant validity refers to the extent to which a construct is distiont fr
other constructs (Hair et al., 2006). Hair et al. (2006) explained that a béstdramine
discriminant validity is to compare the variance-extracted percenfagasy two

constructs with the square of the correlation estimate between these tivaasn$he
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variance-extracted estimates should be greater than the squareatioorestimated to
be acceptable.

After testing the measurement theory based on CFA, a structural modsdds te
The primary focus in testing the structural model is to examine the relapsrsetween
latent constructs (Hair et al., 2006). It is recommended that when a struabdedlis
being specified, the CFA factor pattern corresponding to the measurenoegtsiheuld
be used and the coefficients for the loadings and the error variance terms should be

estimated along with the structural model coefficients (Hair et al., 2006).

Competing Models Strategy

It involves in comparing the proposed model with a number of alternative models
in order to reveal that no better-fitting model exists (Hair et al., 2006auBec
acceptable fit alone does not guarantee that the intended model is the bgshbtliel
with the data, this competing models strategy is useful in SEM in which a model can be
shown only to have acceptable fit or not. Competing models are basically nested models
A nested model refers to a model that contains the same number of variables and can be
formed from the other model by either adding or deleting paths. Competing ma@dels a
compared with Chi-squarg? difference statisticAx°). Diamantopoulos and Siguaw
(2000) provided a good example in which M1 is nested within M2 and M2 is nested
within M3. The authors showed that a series of model comparison can be utilized based

on Chi-square difference tests as followed:
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Comparison Chi-square difference test Degree of freedom

M1 — M2 Y 1° =2 dfy — db,
M2 — M3 XZZ_XBZ dfz - df3
M1 — M3 Y123 df, — dfs

A Multigroup Approach

A multigroup approach is one of the most widely used approaches to test the
latent variable interaction effects (Rigdon, Schumacker, & Wothke, 1998). The basic
logic and comparison process was well explained by Schumacker and Lamax Th@96).
basic logic is that if interaction effects are present, then certaimptaes should have
different values in different samples. Both main effects and interactiecteffan be
determined by using different samples to estimate the intercept ansisiegrsiopes. A
+* difference test can determine whether a main-effect difference grahes exists, as
well as whether regression coefficients are equal or parallel. Sintedheodels are
nested, & difference test with one degree of freedom is computed (1996, P. 216).

The sample is divided into two groups based on the moderator. A comparison
between two models, a model wherein every path equally constrained and amat@ler m
wherein only a specific path freed across groups, is conducted using Chi-square

difference test.
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CHAPTER IV

FINDINGS

Among 647 responses received, 115 responses were deleted for excessive missing
data. Missing values were replaced via mean substitution, which was approjthat
small numbers of missing values in the dataset (Hair et al., 2006). Furthey-twent
responses were removed as outliers. Thus, a total of 510 responses were used for data
analysis. Detailed sample characteristics are shown in Table 6. Of the 510 rasponde
46.5% were male and 53.3% were female. More than 60% of respondents were married
(62%). Approximately 80% of respondents were 40 years or older (80.6%). In addition,
87% of respondents received some college or higher level of education. More than one
third of the respondents had an annual household income which ranged from $40,000 to
$79.999 (36.8%). In terms of the length of patronage, 94.2% indicated that they have
visited a particular casual dining restaurant more than one year; amongheé# had
more than 4 years of patronage. In addition, approximately 60% of respondentsivisit the
particular restaurants at least two or three times a month (60.7%). Thesedaated
that the initial filtering instruction was effective to approach the eegrdsual dining
restaurant customers. More than half of the respondents indicated an aweragéhtree

companies for their visits to the restaurants (57.5%).
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The demographic characteristics of the current study revealed argatilern to
that of casual dining restaurant customers in previous study. For exampge,(2807),
who used mail surveys, found that casual dining restaurant chain sample hasedbalan
gender representation with 62 percent female and 38 percent male. This sbushoals
the similar balanced gender representation with 53.3 percent of female and 4én% perc
male. In addition, the author indicates that 48 percent of the casual dining restaurant
sample has an undergraduate degree and 18 percent of them with a graduate degree. This
study also has 32.9 percent of the respondents with college graduate (and appsoximatel
64 percent combined with some college education) and 22.4 percent of them with
graduate degree. Furthermore, in terms of an annual household income, the author found
22 percent of respondents with $100,000 or more, which consists of 25.1 percent in this
study. Overall, the demographic information shows that the respondents in thiarstudy

representative for regular casual dining restaurant customers.
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Table 6. Demographic and dining characteristics of respondents (N = 510)

Variable Frequency Percent (%)
Gender
Male 237 46.5
Female 272 53.3
Marital status
Single 188 36.9
Married 316 62.0
Age
18-29 years old 38 7.5
30-39 years old 58 11.4
40-49 years old 132 25.9
50-59 years old 174 34.1
60 or older 105 20.6
Education
Less than high school degree 7 1.4
High school degree 54 10.6
Some college 161 31.6
College graduate 168 32.9
Graduate degree 114 22.4
Annual household income
Less than $20,000 36 7.1
$20,000 - $39,999 76 14.9
$40,000 - $59,999 106 20.8
$60,000 - $79,999 83 16.3
$80,000 - $99,999 54 10.6
$100,000 or more 128 25.1
The length of patronage
Less than 1 year 30 5.9
1-2 years 62 12.2
2-3 years 62 12.2
3-4 years 52 10.2
More than 4 years 304 59.6
Frequency of visit
Twice a week 44 8.6
Once a week 95 18.6
Twice or three times a month 170 33.3
Once a month 150 29.4
Others 50 9.8
Number of companies upon visit
Myself 25 4.9
1 168 32.9
2 123 24.1
3 82 16.1
4 63 12.4
5 or more 45 8.8
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Model 1. Commitment as a Relationship Development Outcome
Exploratory factor analysis

An exploratory factor analysis was conducted to identify the underlying
dimensions of relational benefits. A principal component analysis with orthogonal
rotation (VARIMAX) was used to interpret the factors. The appropriatenesstof f
analysis was assessed with the Bartlett test of sphericity and therenesampling
adequacy (MSA). The Bartlett test of sphericity indicates the probathiitythe
correlation matrix has significant correlations among variables. Th# oéshe Bartlett
test was statistically significant, indicating the correlations anadiheast some of the
variables. The guideline for the measure of sampling adequacy (MSA) wadgul aa:

.80 or above, meritorious; .70 or above, middling; .60 or above, mediocre; .50 or above,
miserable; and below .50, unacceptable (Hair et al., 2006). The result of MSA was .951,
supporting that the data is proper for a factor analysis.

To determine the number of factors, four criteria were utilized. That is)\allye
higher than 1.0, scree test criteria, percentage of variance explainedhandyalnitial
analysis found the three factor solution with 65.721% of the total variance explained,
with the eigenvalues higher than 1. However, the result of the scree test supported the
four factor solution. When the four factor solution was assessed, 69.987% of the total
variance was explained, with the increase of 4.266% of the explanation power.
Furthermore, a theory guided the determination of the number of factors inuttysAs
previously mentioned, it has been suggested that special treatment berdifridduk

into two separate constructs; namely economic and customization bernatity ¢t al.,
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2007; Lee et al., 2002). Based on the observation, a four factor solution was utilized to
assess the dimensions of relational benefits.

A principal component analysis with VARIMAX rotation was conducted to
extract the four fixed factors. To identify the significant factor loaslibhgth practical
and statistical significances were regarded based on the recommendatiairset al.
(2006). From a practical perspective, factor loadings in the range of £ .30 to £ .40 ar
considered to meet the minimal level; £ .50 or greater are considered practicall
significant; and if the loadings are + .70 or greater, they are considenedl-aefined
structure. In addition, in a statistical perspective, factor loadings of + .40asalered
significant based on the power of .80 at a significant levpl<of05 with the minimum
sample sizes of 200. Based on the Hair et al.’s (2006) recommendation, varidbles wit
factor loadings greater than + .40 were included for the further analysesddta in this
study. Four factors were identified with 69.987% of total variance explained. Among 19
relational benefits items, six items were persistently cross-dpagleater than + .40.
These variables are “I know what to expect when | visit the restaurantii tlemted as a
special and valued customer,” “I can tailor my order based on my desire,” Kibay
what | like,” “I receive service according to my particular preferencesaah &nd
drinks,” and “I receive extra service attention from the employees.” idblarwith
persistent cross-loadings become a candidate for deletion (Hhjr2806). The
dropping of these variables with cross-loadings increased the total vanataiaed,
approximately 6.67% (from 69.987% to 76.652%). The results of the principal

component analysis with orthogonal (VARIMAX) rotations were shown in Table 7.
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Factors were labeled based on the highly loaded items and the common
characteristics of items they included. The factors are named as smaétd(Factor 1),
confidence benefits (Factor 2), customization benefits (Factor 3), and econoefitsbe
(Factor 4).

The first factor with 51.56% of total variance explained was labeled fsocia
benefits.” Three items included in factor lare “| am recognized bgiceamployees,” “|
enjoy certain social aspects of the relationship with this restaurbhhgVé developed a
friendship with this restaurant,” and “Most employees know my name.”

The second factor with 11.31% of total variance explained was named
“confidence benefits.” Three items included in this factor are “Thisuestés
employees are perfectly honest and truthful,” “This restaurant’s eegsagan be trusted
completely,” and “This restaurant’s employees have high integrity.”

The third factor was labeled “customization benefits” and accounted for 7.66% of
total variance explained. These attributes included four items “As afrediner, | get
complementary offerings such as desserts or drinks,” “This restaurant graveda
personalized dining service,” “The employees provide me insider’s tips/ddvicenu
selection or special events and promotions,” and “They provide me the table seat that |
prefer.”

The fourth factor was named “economic benefits” with 6.12% of total variance
explained. Two items were included in this factor: “As a frequent diner, | gfet fa
service” and “As a frequent diner, | enjoy saving time in dining becausedraitiar

with the service process in this restaurant.”
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Table 7. Dimensions of relational benefits

. . Communa- Item-total

Attributes Factor loadings lity correlation
Factor 1: Social Benefits F1
| am recognized by certain employees .857 .835 819
I enjoy certain social aspects of the relationshii 769 240 756
this restaurant
| have developed a friendship with this restaurant .775 .805 812
Most employees know my name 778 .730 741
Factor 2: Confidence Benefits F2
This restaurant’s employees are perfectly honest an 879 853 804
truthful
This restaurant’s employees can be trusted 868 865 853
completely
This restaurant’s employees have high integrity .838 .836 821
Factor 3: Customization Benefits F3
As a frequent diner, | get complementary offerings 210 654 639
such as desserts or drinks
Th|s_restaurant provides me a personalized dining 665 205 699
service
The employees provide me insider’s tips/advice for 775 716 629
menu selection or special events and promotions ' ' '
They provide me the table seat that | prefer 729 .658 .609
Factor 4: Economic Benefits Fa4
As a frequent diner, | get fast service 640 739 566
As a frequent diner, | enjoy saving time in dining
because | am familiar with the service processim t .850 .829 566
restaurant
Eigenvalue 6.70 147  .996 796
Variance (%) 5156 1131 7.66  6.12
Cumulative Variance (%) 5156 62.87 70.53 76.65
Cronbach’s Alpha 898 917 818  .722

Measurement model

Before testing the measurement model, the data was investigateddiacsiatn
of the multivariate normality assumption of the SEM. This assumption is important
because Maximum Likelihood Estimation is directly derived from the expres$i
multivariate normality. Maximum Likelihood (ML) attains optimal asymiatproperties,
which are normally distributed, unbiased, and efficient, with this assumption. Although
non-normality does not affect parameter estimates, it results in unohertestistandard
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errors and overestimated chi-square statistic. Non-normality can béeddigmbserving
multivariate skewness and kurtosis. If skewness is over 3 and kurtosis exceeds 10,
multivariate normality should be questioned. The data showed no violations on
multivariate normality.

Confirmatory factor analysis (CFA) was conducted to assess the nreastire
model. For CFA, a total of 28 items were used: social benefits (4 items)]e&ocdi
benefits (3 items), customization benefits (4 items), economic benefiesr(®)it
identification (2 items), switching costs (5 items), satisfaction (4s}eand commitment
(4 items). Because there was no reason to expect uncorrelated relationgimgs am
variables, the factors were allowed to correlate as well (Hair, &C4l6). Structural
equation modeling accommodates either a covariance matrix or a correhatirix with
standard deviations. For purposes of CFA, a covariance matrix was employRELLIS
program (version 8.8) was utilized to estimate the measurement model.

To assess the validity of the measurement model, overall model fit and additional
diagnostic information such as path estimates, standardized residuals, andatnmdific
indices were utilized (Hair et al., 2006). First, the model fit for the measatenoelel
was good (df = 32%* = 901.93, RMSEA = .064, CFI = .99, SRMR = .046). Next,
diagnostic information was investigated. All of the path estimates wereicignifvith
high factor loadings ranging from .66 to .96, surpassing the threshold value of |.5|.
Furthermore, the standardized residuals were examined as recommeihtieddiyal.
(2006). The standardized residuals are the raw residuals divided by the startat err
the residual, which are independent on the actual measurement scale mngedH

2006). According to Hair et al. (2006), the values of standardized residuals should be
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used to identify item pairs for which the specified measurement model does not
accurately re-create those two items’ observed covariance. The autwonsnended
that standardized residuals greater than |2.5| deserved reseaitbetisn; residuals
greater than |4.0| suggested a potentially unacceptable degree oluggestisg the
possibility of related item deletion. The results of the standardized residunaination
suggested that the item “They provide me the table seat that | prefecugtmmization
benefits) was problematic. This item was associated with three resekealeding |4.0] (-
4.05, +4.48, and +5.74, respectively), and other three suspicious residuals exceeding 2.5
(2.58, 3.23, and 3.54, respectively). In addition, this particular item was subjected to
modification indices exceeding threshold value of 4 (Hair et al., 2006), rangmgifd.2
to 32.90 with other relational benefits items. Furthermore, it was the vawéhléhe
third lowest squared multiple correlations (SMC) (.48). With the combined diagnostic
information, the deletion of this particular item was expected to improve the mted!'s
of measurement theory (Hair et al., 2006). Thus, it was dropped from the further data
analysis.

After the item deletion, the measurement model was reassessed. The triodel fi
the measurement model was good (df = 286, 824.60, RMSEA = .064, CFI = .99,
SRMR = .046). Once the measurement model was identified as an acceptable &f, eac
the constructs was evaluated by its convergent validity and discriminantyvalile
convergent validity of the measurement scale was examined based on the
recommendations by Chi and Qu (2008). Firstttredue associated with each of the
loadings was significant. Second, squared multiple correlation coefficivitS) (@&nged

from .43 to .93, indicating good reliability of the measurement model. The construct
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reliability (CR) for each construct surpassed the threshold value of .70. lloagthe
Cronbach’s alphas for eight constructs ranged from .722 to .956. Based on the above
information, the convergent validity of the measurement model was satisfied.
Furthermore, average variance extracted (AVE) of each constructiexicée threshold
value of .50; the squared correlations between the construct®?).aere smaller than
AVE of each construct. Thus, the discriminant validity was supported for the

measurement model. Table 8 shows the results for the measurement model.
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Table 8. The results of the measurement model

Attributes St(.j' Std. CR AVE
loadings error
Social Benefits(a = .898) .90 .70
| am recognized by certain employees .86 73 .27
| enjoy certain social aspects of the relationstih this 82 67 33
restaurant
| have developed a friendship with this restaurant .89 .79 21
Most employees know my name .78 .61 .39
Confidence Benefitga = .917) .92 .79
This restaurant’s employees are perfectly honestranhful .87 .76 .24
This restaurant’s employees can be trusted confplete 91 .83 A7
This restaurant’s employees have high integrity .88 .77 .23
Economic Benefits(a = .722) 74 .59
As a frequent diner, | get fast service .86 74 .26
As a frequent diner, | enjoy saving time in dinlmgcause | am
. . . L .66 43 .57
familiar with the service process in this restatira
Customization Benefits(o = .787) 79 .56
As a frequent diner, | get complementary offeriagsh as
) .75 .56 44
desserts or drinks
This restaurant provides me a personalized dinengce .85 72 .28
The employees provide me insider’s tips/advicenfienu
! : : .64 .40 .60
selection or special events and promotions
Identification (a = .729) 74 .59
Visual identification .72 .52 A8
Verbal identification .81 .65 .35
Switching Costs(a = .931) .93 74
| would feel frustrated if | terminated my curreetationship
; ) .73 .54 46
with this restaurant.
Generally speaking, the costs in time, financeyrefaind grief to 87 75 o5
switch from the current restaurant would be high. ' ' '
| would lose a lot in changing from the currentagsant. .88 77 .23
On the whole, it would cost me a lot of time anémgy to find a
.90 .80 .20
new restaurant.
Considering everything, the cost to stop doing fress with this 90 82 18
restaurant and start up with a new restaurant woeldigh. ' ' '
Satisfaction (o = .921) .93 7
My choice to use this restaurant was a wise one. 4 8 .71 .29
| am always delighted with this restaurant’s sevic .80 .64 .36
Overall, | am satisfied with this restaurant. 91 83. .17
| think 1 did the right thing when | decided to diat this 94 88 12
restaurant.
Commitment (o = .956) .97 .90
| am committed to my relationship with this restanitr .88 .78 .22
| really care about my ongoing relationship witfsttestaurant. .95 91 .09
The relationship that | have with this restaurargomething | am
. .96 .93 .07
very committed to.
The relationship that | have with this restaurasgatves my 89 79 21

maximum effort to maintain.
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Table 9: the phi matrix of the model 1.

Table 9. Phi matrix

1 2 3 4 5 6 7 8
1.Social benefitg4.74) 1.00
2.Confidence benefit.46) .57 1.00
3.Economic benefit§5.33) .73 .67 1.00
4.Customization benefitgl.25) 74 51 72 1.00
5.ldentification(3.93) .38 .37 .36 .55 1.00
6.Switching costg4.19) .49 .38 .53 .57 .57 1.00
7.Satisfaction(5.99) 47 .60 .55 44 .37 41 1.00
8.Commitment(4.58) .63 .51 .61 .68 .55 g7 .52 1.00

N = 510. All phi-values are statistically signifitaatp<.01.? mean

Structural model

The structural model achieved a good level of fit: df = 393, 936.08p < .01,
RMSEA = .069, CFI = .98, SRMR = .063. Among fifteen hypotheses, eight paths were
significant afp < .05. The signs of all significant paths were consistent with the
hypothesized relationships among the latent variables.

H1, H2, and H3 postulated the positive relationships between three antecedents of
consumer dependence and commitment. Identification (standapdizedl8,p < .001),
switching costs (standardizgd, = .61,p < .001), and satisfaction (standardipad=
.24,p < .001) all had significant effects on consumer commitment. Thus, the three
hypotheses (i.e., H1, H2, and H3) could not be rejected. The amount of variance in each
endogenous variable in the structural model was assessed by the SMCs foabtructur
equations. The SMC for ‘consumer commitment’ was .66, indicating that 66% of the
variance in commitment was explained by identification, switching costs, and
satisfaction.

H4, H5, H6, and H7 postulated the positive relationship between four types of
relational benefits and identification. H5 (path from confidence benefits tofidatitin)

and H7 (path from customization benefits to identification) were supported. SMCs for
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structural equations showed that 43% of the variance in identification wasnexplsi
confidence and customization benefits.

H8, H9, H10, and H11 postulated the positive relationship between four types of
relational benefits and switching costs. Only H11 (path from customization lseoefit
switching costs) was supported. SMCs for structural equations showed that 41% of the
variance in switching costs was explained by customization benefits.

H12, H13, H14, and H15 postulated the positive relationship between four types
of relational benefits and satisfaction. H13 (path from confidence benefitssfacaon)
and H14 (path from economic benefits to satisfaction) were supported. SMCs for
structural equations showed that 41% of the variance in satisfaction was ekphaine
confidence and economic benefits.

Table 10: the results of the structural path estimates.

Table 10. Structural path estimates
Standardized

Path to Path from Ho . t-value
estimate

B paths

commitment Identification P H1 .18 4.,44%*
Switching costs Bz H2 .61 13.71%*
satisfaction Pas H3 .24 7.06%**

y paths

Identification Social benefits Y11 H4 -12 -1.24
Confidence benefits Y12 H5 .22 2.98**
Economic benefits Y13 H6 -.20 -1.67
Customization benefits V14 H7 .75 6.4 %**

Switching costs  Social benefits Y21 H8 .00 .02
Confidence benefits V22 H9 .05 .81
Economic benefits V23 H10 A2 1.33
Customization benefits V24 H11 .51 5.76%**

Satisfaction Social benefits Y31 H12 .03 43
Confidence benefits Y32 H13 41 6.91%**
Economic benefits 33 H14 .18 1.95%
Customization benefits V34 H15 .10 1.30

Model fit indices
df =303% = 936.08p < .01, RMSEA = .069, CFl = .98, SRMR = .063
*p < .05; **p < .01; **p < .001
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Figure 6: the standardized structural path coefficients in model 1.
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Figure 6. Standardized structural path coefficients

.18(1.95)

Customization
benefits

The final model assessment was to compare the proposed theoretical model to a
competing model. The purpose of this approach was to determine the best fittialg m
In this study, one alternative model was proposed. The alternative model added the path
between identification to satisfaction. It has been argued that a high level of
organizational identification results in employee satisfaction (QYReilal., 1991). In
sport marketing, team identification was supported as a significant vahable
influences customer satisfaction (Madrigal, 1995). In addition, it has beexdaitat
consumers who purchase their preferred brand are more likely to be satisfidtewith t
features of the brand than consumers who purchase a service that was not their first

choice (Paswan, Spears, & Ganesh, 2007). Thus, this particular path from identification

to satisfaction seems plausible.
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The Chi-squareyf) difference test was performed to examine whether there was a
significant difference in estimated construct covariances explaindeeliwb structural
models (Joreskog & Sorbom, 1995). The null hypothesis of no significant difference
between two nested models was tested. The results of the Chi-gduditfgrence test
revealed that there is no significant difference between two mat#fis (1, Ay* = 2.65,
critical value ofx2 at df = 1 is 3.8415), failing to reject the null hypothesis. Thus, the
more constrained model (without the path from identification to satisfactias) wa
supported. The path from identification to satisfaction in the competing model was not

statistically significant. Figure 7 shows the results of the Chi-sdy@rdifference test.
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Figure 7. The results of the Chi-squay8 (lifference test
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Model 2. Commitment as a Mediator

Measurement model

As in Model 1, the data was examined for multivariate normality assumption. The
data showed no violations on multivariate normality. Confirmatory factor aad{yEiA)
was conducted to assess the measurement model. For CFA, a total of 22 itemedvere us
identification (2 items), switching costs (5 items), satisfaction (4sfeaommitment (4
items), share of purchases (3 items), and positive word-of-mouth intentions ¢ item
Because there was no reason to expect uncorrelated relationships among yver@ables
factors were allowed to correlate as well (Hair et al., 2006).

The model fit for the measurement model was good (df =xf34715.52,
RMSEA = .080, CFI =.98, SRMR = .060). Once the measurement model was identified
as an acceptable fit, each of the constructs was evaluated by its conveidiytaval
discriminant validity. First, thevalue associated with each of the loadings was
significant. Second, squared multiple correlation coefficients (SMC) rdng®d 43 to
.93, indicating good reliability of the measurement model. The construct rgfiéGiR)
for each construct surpassed the threshold value of .70. In addition, the cronbach’s alphas
for eight constructs were ranged from .729 to .956. Based on the above information, the
convergent validity of the measurement model was satisfied. Furthermaageave
variance extracted (AVE) of each construct exceeded the threshold value of .50; the
squared correlations between the constructs ¢%were smaller than AVE of each
construct. Thus, the discriminant validity was supported for the measurement model.

Table 11: the results for the measurement model.
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Table 11. The results of the measurement model

Attributes St(.j' SMC Std. CR AVE
loadings error
Identification (o = .729) 74 .58
Visual identification .70 .49 .51
Verbal identification .82 .68 .32
Switching Costs(a = .931) .93 74
| would feel frustrated if | terminated my curreetationship
; ) 73 .54 46
with this restaurant.
Generally speaking, the costs in time, financerefand grief to 87 75 o5
switch from the current restaurant would be high. ' ) '
| would lose a lot in changing from the currentagsant. .88 77 .23
On the whole, it would cost me a lot of time anérgy to find a
.90 .80 .20
new restaurant.
Considering everything, the cost to stop doing fress with this 90 82 18
restaurant and start up with a new restaurant woeldigh. ' '
Satisfaction (o = .921) .93 7
My choice to use this restaurant was a wise one. 5 8 .72 .28
| am always delighted with this restaurant’s sezvic .80 .64 .36
Overall, | am satisfied with this restaurant. 91 83. .17
| think 1 did the right thing when | decided to diat this 94 87 13
restaurant.
Commitment (o = .956) .96 .85
| am committed to my relationship with this restanir .88 .78 .22
| really care about my ongoing relationship witfstlestaurant. .95 .90 .10
The relationship that | have with this restaurargomething | am
. .96 .93 .07
very committed to.
The relationship that | have with this restauragatves my
. N .89 .79 21
maximum effort to maintain.
Positive Word-of-Mouth Intentions (a = .951) .96 .84
I am willing to encourage friends and relativegltobusiness
. . .92 .85 15
with this restaurant.
| am willing to recommend this restaurant wheneargyone
- .96 .92 .08
seeks my advice.
When the topic of dining out comes up in my conagas, | am
o . .85 73 27
willing to go out of my way to recommend this restnt.
| am willing to recommend this restaurant to mfdls. .93 .87 13
Share of Purchasega = .910) .92 .78
In the next three months, how likely are you to eakarger
share of your eating-out expenditure at this reatatrather 77 .60 40
than other restaurants?
In the next three months, how likely are you taéase your 94 88 12
visits to this restaurant as compared to otheaugahts? ' ' '
In the next three months, how likely are you taéase your 93 87 13

spending to this restaurant as compared to otlstaueants?
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Table 12: the phi matrix of the model 2.

Table 12. Phi matrix

1 2 3 4 5 6
1. Identification(3.93) 1.00
2. Switching cost$4.19) .57 1.00
3. Satisfaction(5.99) .37 41 1.00
4. Commitmen{4.58) .54 a7 .52 1.00
5. Positive WOM intention$5.81) 43 46 .79 .62 1.00
6. Share of purchasé4.54) .48 .55 A7 .56 .50 1.00

N = 510. All phi-values are statistically signifitzatp<.01.? mean

Structural model

The structural model achieved an acceptable level of fit: df =860778.87p
<.01, RMSEA =.082, CFl =.98, SRMR = .081. The results showed that all the paths
proposed in the model were statistically significant and of the expected pdgigiggon.
The signs of all significant paths were consistent with the hypothesiztidmships
among the latent variables.

H1 and H2 postulated the positive relationships between commitment and
relational outcomes: share of purchases and positive WOM intentions. Commitehent ha
significant effects on share of purchases (standargizee .57,p < .001) and positive
WOM intentions (standardizets, = .29,p < .001), respectively. Thus, H1 and H2 could
not be rejected.

H3 and H4 postulated the mediating role of commitment between identification
and relational outcomes. First, identification had a significant effect on torant
(standardizedy; = .12,p < .01). The indirect effects of identification on relational
outcomes through commitment were also significant: on share of purchasesr@tadda
coefficients = .03p < .05) and on positive WOM intentions (standardized coefficients =

.07,p<.01). Thus, H3 and H4 could not be rejected.
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H5 and H6 examined the mediating role of commitment between switching costs
and relational outcomes. Switching costs had a significant direct effect on woemti
(standardizeg,, = .61,p < .001). The indirect effects of switching costs on relational
outcomes through commitment were significant: on share of purchases (stzeulardi
coefficients = .35p < .001) and on positive WOM intentions (standardized coefficients =
.18,p < .001). Thus, H5 and H6 could not be rejected.

H7 investigated commitment as a mediator of the effects of satisfactidraen s
of purchases. Satisfaction positively influenced commitment (standasgize@4,p <
.001). The indirect effect of satisfaction on share of purchases through comtmitase
also significant: on share of purchases (standardized coefficientsp=<1@d01). Thus,

H7 could not be rejected.

H8 tested the direct effect of satisfaction on positive WOM intentions. As
expected, the results confirmed the positive influence of satisfaction on positive WO
intentions (standardizeg;= .63,p < .001). Thus, H8 was supported.

H9 examined commitment as a partial mediator of the effects of satisfact
positive WOM intentions. The indirect effect of satisfaction on positive WOM iotent
was significant (standardized coefficients = 9%,.001). The total effects of satisfaction
on positive WOM intentions was significant (standardized coefficients 3 S0001).

The total effects (.70) were the sum of direct effect (.63) and indirect €0&¢. The
direct effect of satisfaction on positive WOM intentions was greatarithandirect
effect on positive WOM intentions.

Table 13: the effects of latent variables in model 2.
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Table 13: Direct, indirect, and total effects of latent variables

Commitment Share of purchases Positive WOM intentios
Variables Direct Indirect Total Direct Indirect TBbt Direct Indirect Total
Identification 12 - A2 - .07 .07 - .03 .03
Switching 61 . 61 . 35 .35 . 18 .18
costs
Satisfaction .24 - .24 - .14 14 .63 .07 .70
commitment - - - 57 - .57 .29 - .29

All effects are significant at leastak .05.

The SMC for consumer commitment was .66, indicating that 66% of the variance
in commitment was explained by identification, switching costs, and satisfa88% of
the variance in share of purchases was explained by commitment. Furéhdhrm@MC
for positive WOM intentions was .68, showing that 68% of the variance in positive
WOM intentions was explained by commitment and satisfaction.

Table 14: the structural path estimates of the model 2.

Table 14. Structural path estimates
Standardized

Path to Path from estimate t-value

B paths

Share of purchases Commitment  fx .57 12.45%

Positive WOM intentions  Commitment Pa1 .29 8.53**

y paths

commitment Identification Y11 12 2.66*
Switching costs  y1, .61 12.51**
Satisfaction Y13 .24 7.09%*

Positive WOM intentions  Satisfaction 33 .63 15.98**

Model fit indices
df = 200,52 = 778.87p< .01, RMSEA =.082, CFl = .98, SRMR = .081.
P<.01; *p<.001

The original model was compared with the nested model. While the original
model examined the full mediating role of commitment among its antecedents and
relational outcomes - except the partial mediating role for themesiip between
satisfaction and positive WOM intentions, the alternative model proposed the partial

mediating role of commitment. So, five more paths were added: three paths from
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identification, switching costs, and satisfaction to share of purchases andiwdrpan
identification and switching costs to positive WOM intentions.

The Chi-squareyf) difference test was performed to examine if there was a
significant difference between two models. The results of the Chi-sg@adifference
test revealed that there was a significant difference between two nidets5, Ay? =
60.8, critical value of?at df = 5 is 11.0705), rejecting the null hypothesis. Thus, the
alternative model (i.e., the less parsimonious model) was supported. Figure 8rshows t

results of the Chi-squarg?] difference test.

92



Identifica-
tion

Switching
costs

Satisfaction

Identifica-
tion

Satisfaction

Share of
purchases
Positive WOM

intentions

Original model (df = 200 = 778.87)

Consumer
commitment

Consumer

AN / commitment
e v

N Share of

purchases

RIS Positive WOM
intentions

Competing model (df = 195 = 718.07)

Figure 8. The results of the Chi-squay8 (lifference test

The overall model fit of the revised model (i.e., the alternative model) was good

(df = 195,% = 718.07p < .01, RMSEA = .080, CFI = .98, SRMR = .061). The results

showed that all the paths proposed in the model were statistically sign#rehint the

positive directions. Among five added paths, three paths were signifiqgast.ai.

These were the paths from identification, switching costs, and sabsféctshare of
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purchases, supporting the partial mediating role of commitment from itsathteeedents
to share of purchases. On the other hand, two paths from identification and switching
costs to positive WOM intentions were not significant, supporting commitmenués a f
mediator of the effects of identification and switching costs on positive WO Mitioes.
The SMC for commitment was .65, indicating that 65% of the variance in commitment
was explained by identification, switching costs, and satisfaction. 41% of the tota
variance of share of purchases was explained by commitment, identificatimirsg
costs, and satisfaction. The direct paths from identification, switching codts, a
satisfaction increased 8% more variance explained than without dire¢s eff¢lcese
variables (33% explained). The SMC for positive WOM intentions was .69. Table 15
shows the direct, indirect, and total effects of latent variables. Based obléh#5a
switching costs was the most influential variable to affect commitmemte\Whare of
purchases was affected by the four variables in a similar magnitudeyeg{DM
intentions were largely influenced by satisfaction and commitment.

Table 15: Revised direct, indirect, and total effects of latent variables

Commitment Share of purchases Positive WOM intentios
Variables Direct Indirect Total Direct Indirect TBbt Direct Indirect Total
dentification .11 : 11 18 02 20 B 03 11
(n/s)
Switching 61 : 61 .21 11 33 07 49 12
costs (n/s)
Satisfaction .24 - .24 .22 .04 27 .62 .07 .70
commitment - - - .18 - .18 31 - 31

*at p < .10,t-value was 1.93.
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Table 16: the structural path estimates of the revised model.

Table 16. Revised structural path estimates

Standardized

Path to Path from estimate t-value

B paths

Share of purchases Commitment P .18 2.75%*

Positive WOM intentions  Commitment Pa1 31 6.07***

y paths

Commitment Identification Y11 A1 2.56*
Switching costs Y12 .61 12.42%**
Satisfaction Y13 .24 6.90%**

Share of purchase Identification Y21 .18 3.10**
Switching costs Y22 21 3.21**
Satisfaction Y23 .22 4.88***

Positive WOM intentions  Identification Y31 .08 1.80
Switching costs V33 -.07 -1.42
Satisfaction V33 .62 15.84***

Model fit indices
df = 195,x% = 718.07p < .01, RMSEA =.080, CFl = .98, SRMR = .061

*p < .05; **p < .01; **p < .001
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The Moderating Role of Relational Benefits

Relational benefits as a moderator of the effects of switching costs sumncen
commitment were tested using a multigroup approach. A multigroup approach is one of
the most useful procedures to test the interaction effects of latent varigjuer{Rt al.,
1998). The sample was split at the mean of 19 items of relational benefits to consist of
two subgroups that represented low and high relational benefits groups. The mean of
relational benefits was 4.9692. It generated 253 cases in the low groups and 247 cases in
the high group.

There are two ways to check the moderating effect of a latent variabiethisin
multigroup approach. One way is to compare a model with every path across groups tha
are freely estimated to another model with only a specific path that istggoastrained
across groups. The other way is to compare a model wherein every patHitg equa
constrained to another model wherein only a specific path is freed across githgrs. E
way is appropriate to test a moderating effect of a latent variable;dhedseay was
utilized for this study. For the comparison purpose, the Chi-square differenaases
used with one degree of freedom (it was because of this that two modelsniyeoae
path different); a significant Chi-square difference suggests a modpeéfiect of the
latent variable, used for group separation (here, it was relational benefits).

Before testing a proposed model, CFA was used to test the validity of the
measurement model although it is a part of the Model 2. The model fit was in an
acceptable range (df = 8¢ = 436.06p < .01, RMSEA = .010, CFI = .98, SRMR =

.055). The value of RMSEA was relatively high for this model, yet still in thepable
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range (Hair et al., 2006). The values of factor loadings, error variances, andtpRi
were almost identical with slight exceptions with those in the Model 2.
Table 17: the results of the measurement model.

Table 17. The results of the measurement model

Attributes Std' SMC Std. CR AVE
loadings error

Identification (o = .729) 74 .59
Visual identification .70 .50 .50
Verbal identification .82 .68 .32

Switching Costs(a = .931) .93 74

| would feel frustrated if | terminated my curreetationship
; ) .73 .54 46
with this restaurant.

Generally speaking, the costs in time, financeyrefaind grief to 87 75 o5

switch from the current restaurant would be high.
| would lose a lot in changing from the currentagsant. .88 77 .23
On the whole, it would cost me a lot of time anérgy to find a

90 .80 .20
new restaurant.
Considering everything, the cost to stop doing fress with this 90 82 18
restaurant and start up with a new restaurant woeldigh. ' '
Satisfaction (o = .921) .93 .76
My choice to use this restaurant was a wise one. 4 8 .71 .29
| am always delighted with this restaurant’s sezvic .80 .63 .37
Overall, | am satisfied with this restaurant. 91 83. .17
| think 1 did the right thing when | decided to diat this 94 88 12
restaurant.
Commitment (o = .956) .96 .85
| am committed to my relationship with this restnir .88 .78 .22
| really care about my ongoing relationship witfstlestaurant. .95 .90 .10
The relationship that | have with this restaurargomething | am
. .96 .93 .07
very committed to.
The relationship that | have with this restauragatves my 89 79 21

maximum effort to maintain.

Table 18: the phi matrix of the model.

Table 18. Phi matrix

1 2 3 4
1. ldentification 1.00
2. Switching costs .57 1.00
3. Satisfaction .36 41 1.00
4. Commitment .54 g7 .52 1.00

N = 510. All phi-values are statistically signifittaat p<.001.

Thet value associated with each of the loadings was significant, and squared

multiple correlation coefficients (SMC) indicated good reliability of thesueement
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model. The construct reliability (CR) for each construct surpassed thkdlu-ealue of
.70. In addition, the Cronbach’s alphas for eight constructs ranged from .729 to .956.
Based on the above information, the convergent validity of the measurement model was
satisfied. Furthermore, average variance extracted (AVE) bf @atstruct exceeded the
threshold value of .50; the squared correlations between the constructsiveere
smaller than AVE of each construct. Thus, the discriminant validity was suppaortibe f
measurement model.

The fully equality constrained model hg= 676.04 with 204 degree of freedom.
The model with one path freely estimated from switching costs to commitraeyft =
665.31with 203 degree of freedom. The Chi-square difference test showed the significant
difference between the two modelsif = 1, Ay* = 10.73, critical value of’ at 1 df
=3.8415), supporting the moderating effect of relational benefits betweehisgitosts
and consumer commitment. Because the variances of two groups were different, the
values of unstandardized coefficients from switching costs to commitmgntére
compared. The value of coefficients in low relational benefits group was .8liét-va
10.55); the value in high relational benefits group was .60 (t-value = 8.17). So, the effect
of switching costs on commitment was statistically stronger folotueelational benefits
group than for the high relational benefits group. The results support H1.

Table 19: the results of moderating effects of relational benefits.

Table 19. The results of moderating effects of relational benefits
Unstandardized estimate f-value)

Path to Path from Low relational High relational
benefits (N = 253)  benefits (N = 247)

Commitment Switching costs yq; .87 (10.55)* .60 (8.17)*

*p <.001
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Figure 9: the unstandardized parameter coefficients for the low reldtiemefits group.
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Figure 9. Unstandardized parameter coefficients for the low relatemnaifits group

Figure 10: the unstandardized parameter coefficients for the higlomalebenefits

group.
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Figure 10. Unstandardized parameter coefficients for the high relaieneafits
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The Completed Relationship Development Model
Measurement model

After assessing Model 1 and Model 2 separately, a completed model including
these two models was examined. First of all, the data showed no violations on
multivariate normality. Confirmatory factor analysis (CFA) was coretlith assess the
measurement model. For CFA, a total of 34 items were used: social beh#étag),
confidence benefits (3 items), customization benefits (3 items), economictbéRefi
items), identification (2 items), switching costs (5 items), satisia¢t items),
commitment (4 items), share of purchases (3 items), and positive word-of-mouth
intentions (4 items). Because there was no reason to expect uncorrelaieastafzs
among variables, the factors were allowed to correlate as well @iy 2006).

The model fit for the measurement model was good (df =»¢821228.51,
RMSEA = .060, CFl = .99, SRMR = .051). Once the measurement model was identified
as an acceptable fit, each of the constructs was evaluated by its convelidepniaval
discriminant validity. First, thevalue associated with each of the loadings was
significant. Second, squared multiple correlation coefficients (SMC) ranged 41 to
.93, indicating good reliability of the measurement model. The construct ligiébiR)
for each construct surpassed the threshold value of .70. In addition, the Cronbach’s alphas
for eight constructs ranged from .722 to .956. Based on the above information, the
convergent validity of the measurement model was satisfied. Furthermaageave
variance extracted (AVE) of each construct exceeded the threshold value of .50; the
squared correlations between the constructs ¢i%were smaller than AVE of each
construct. Thus, the discriminant validity was supported for the measurement model.

Table 20: the results for the measurement model.
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Table 20. The results of the measurement model

Attributes St(.j' Std. CR AVE
loadings error
Social Benefits(a = .898) .90 .70
| am recognized by certain employees .86 73 .27
| enjoy certain social aspects of the relationstih this 82 67 33
restaurant
| have developed a friendship with this restaurant .89 .79 21
Most employees know my name .78 .62 .38
Confidence Benefitga = .917) .92 .79
This restaurant’s employees are perfectly honestranhful .87 .76 .24
This restaurant’'s employees can be trusted contplete 91 .82 .18
This restaurant’'s employees have high integrity .88 .78 22
Economic Benefits(a = .722) 74 .59
As a frequent diner, | get fast service .86 74 .26
As a frequent diner, | enjoy saving time in dinlmgcause | am
. . . L .66 43 .57
familiar with the service process in this restatira
Customization Benefits(o = .787) 79 .56
As a frequent diner, | get complementary offeriagsh as
) .76 .57 43
desserts or drinks
This restaurant provides me a personalized dinéngce .84 71 .29
The employees provide me insider’s tips/advicenfienu
! : : .64 41 .59
selection or special events and promotions
Identification (a = .729) 74 .58
Visual identification .72 51 49
Verbal identification .81 .65 .35
Switching Costs(a = .931) .93 74
| would feel frustrated if | terminated my curreetationship
; ) .73 .54 46
with this restaurant.
Generally speaking, the costs in time, financeyrefaind grief to 87 75 o5
switch from the current restaurant would be high. ' ' '
| would lose a lot in changing from the currentagsant. .88 77 .23
On the whole, it would cost me a lot of time anémgy to find a
.90 .80 .20
new restaurant.
Considering everything, the cost to stop doing fress with this 90 82 18
restaurant and start up with a new restaurant woeldigh. ' ' '
Satisfaction (o = .921) .93 7
My choice to use this restaurant was a wise one. 5 8 .72 .28
| am always delighted with this restaurant’s sevic .80 .64 .36
Overall, | am satisfied with this restaurant. 91 83. .17
| think 1 did the right thing when | decided to diat this 93 87 13
restaurant.
Commitment (o = .956) .96 .85
| am committed to my relationship with this restanitr .88 .78 .22
| really care about my ongoing relationship witfsttestaurant. .95 91 .09
The relationship that | have with this restaurargomething | am
. .96 .93 .07
very committed to.
The relationship that | have with this restaurasgatves my
i N .89 .79 21
maximum effort to maintain.
Positive Word-of-Mouth Intentions (o = .951) .96 .84
I am willing to encourage friends and relativegltobusiness
. . .92 .85 .15
with this restaurant.
| am willing to recommend this restaurant wheneargyone 96 92 08

seeks my advice.
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When the topic of dining out comes up in my conagos, | am

willing to go out of my way to recommend this restmnt. 86 73 21
| am willing to recommend this restaurant to mefidls. .94 .87 13
Share of Purchasega = .910) .92 .78
In the next three months, how likely are you to eakarger

share of your eating-out expenditure at this reataurather a7 .60 40

than other restaurants?
In the next three months, how likely are you taéase your 94 88 12

visits to this restaurant as compared to otheaueahts? ‘ ' '
In the next three months, how likely are you taéase your 93 87 13

spending to this restaurant as compared to otlseaueants? ' '
Table 21: the phi matrix of the completed model.

Table 21. Phi matrix
1 2 3 4 5 6 7 8 9 10

1.SB 1.00
2.CB .57 1.00
3.EB .73 .67 1.00
4. CUB 74 .51 73 1.00
5.1D .38 .37 .36 .55 1.00
6. SC 49 .38 .53 .57 .57 1.00
7. SAT A7 .60 .55 44 37 41 1.00
8. COM .63 .51 .61 .68 .55 a7 .53 1.00
9. WOM 47 .56 .55 51 44 46 .79 .63 1.00
10. SP .36 .35 43 .52 48 .55 A7 .56 .50 1.00

N = 510. All phi-values are statistically signifiteatp<.01.

SB: social benefits; CB: confidence benefits; E&remic benefits; CUB: customization benefits;
ID: identification; SC: switching costs; SAT: sditistion; COM: commitment;
WOM: positive word-of-mouth intentions; SP: incredsshare of purchases.

Structural model

The structural model achieved an acceptable level of fit: df =5631420.68p
<.01, RMSEA = .064, CFl = .98, SRMR = .080. First, commitment had significant
effects on share of purchases (standardized .57,p < .001) and positive WOM
intentions (standardized, = .29,p < .001), respectively.

Identification had a significant effect on commitment (standardized .18,p <
.001). Commitment was also significantly influenced by switching costsdatdizeg,,
=.61,p<.001) and satisfaction (standardizg¢= .24,p < .001). Satisfaction had a

significant effect on positive WOM intentions (standardizgd .64,p < .001).
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Identification was significantly influenced by confidence benefien@rdized,,
=.22,p<.01) and customization benefits (standardized .75,p < .001). Only
customization benefits had a significant effect on switching costs (starehd~ .52,
p < .001). Satisfaction was significantly influenced by confidence beneftsd@tdized
72 = .41,p < .001) and economic benefits (standardized .18,p < .05).

Table 22: the results of the structural path estimates.

Table 22. Structural path estimates

Path to Path from Stano!ard|zed t-value
estimate

B paths

Share of purchases Commitment Psa .57 12.27%+*

Positive WOM intentions  Commitment Pea .29 8.48***
Satisfaction Bs3 .64 16.29%**

commitment Identification a1 .18 4 55%**
Switching costs Bz .61 13.79%**
satisfaction Baz .24 7.27%*

y paths

Identification Social benefits Y11 -12 -1.26
Confidence benefits Y12 .22 2.97**
Economic benefits Y13 -.20 -1.68
Customization benefits  y4 .75 6.42%**

Switching costs Social benefits Y21 .00 .00
Confidence benefits Y22 .05 .81
Economic benefits Y23 12 1.32
Customization benefits  y,4 .52 5.77***

Satisfaction Social benefits Y31 .02 .28
Confidence benefits V32 41 7.05%**
Economic benefits 33 .18 1.97*
Customization benefits  ys4 A1 1.43

Model fit indices

df =503 ,x% = 1420.68p < .01, RMSEA = .064, CFl = .98, SRMR = .080
P < .05, p < .01, **p< .001

Figure 11: the standardized structural path coefficients in the cadpteidel.
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Figure 11. Standardized structural path coefficients

Table 23 shows the direct, indirect, and total effects of latent variables. The
results showed that confidence benefits and customization benefits had significa
indirect effects on commitment and share of purchases. In addition, positive WOM
intentions were indirectly influenced by confidence, economic, and customization
benefits. Social benefits had no significant indirect or direct effects oaratogenous

variable.
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Table 23. Direct, indirect, and total effects of latent variables

Identification Switching costs satisfaction Commitnent Share of purchases P()ii:[le\;etix(s)M
Dir Ind T Dir Ind T Dir Ind T Dir Ind T Dir Ind T Dir Ind T
SB -12 - -12 .00 - .00 .02 - .02 - -02 -.02 - -.01-.01 - .01 .01
CB .22* - .22% .05 - .05 A41* - A41* - A7 AT - X0 .10* - 31 .31*
EB -.20 - -.20 A2 - 12 .18* - .18* - .08 .08 - .05 05. - 4% 14%
CuB .75* - .75* 2% - 52* A1 - A1 - 48*  .48* - 27 .27* - 21 21%
ID - - - - - - - - - .18* - .18* - 10 .10* - .05* BF
SC - - - - - - - - - .61* - .61* - 34*  .34* - 18 g
SAT - - - - - - - - - .24* - .24* - 4% 14 .64 .07 .71*
COM - - - - - - - - - - - - b57* - b57*  .29* - .29*

Dir: Direct effect; Ind: Indirect effect; T: totafffect.
SB: social benefits; CB: confidence benefits; EBreomic benefits; CUB: customization benefits;
ID: identification; SC: switching costs; SAT: sdtistion; COM: commitment.

All phi-values are statistically significant p£.01.



The original model was compared with the nested model. The competing model
reflected the competing/revised model in Model 2. That is, as in Model 2, five nibge pa
were added: three paths from identification, switching costs, and satisfactibare of
purchases and two paths from identification and switching costs to positive WOM
intentions. The structural model of the competing model achieved a good |&vetiof
498,x* = 1356.86p < .01, RMSEA = .063, CFI = .99, SRMR = .066.

The Chi-squareyf) difference test was performed to examine whether there was a
significant difference between the two models. The results of the Chiesgta
difference test revealed that there was a significant differennaede the two models
(Adf = 5, Ay* = 63.82, critical value of at df = 5 is 11.0705). Thus, the alternative
model (i.e., the less parsimonious model) was supported.

Among five added paths, four paths - except the direct effect of switching costs
on positive WOM intentions - were statistically significant. It is notémothat
identification had a significant direct effect on positive WOM intentions, whichnea
significant in the revised Model 2.

Table 24: the structural path estimates of the revised model.
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Table 24. Revised structural path estimates

Path to Path from Stano!ard|zed t-value
estimate

B paths

Share of purchases Identification Ps1 .19 3.62%**
Switching costs Pso .25 4.03%**
Satisfaction Ps3 .23 5.04***
Commitment Psa 14 2.04*

Positive WOM intentions  Ildentification Bg1 .10 2.60%*
Switching costs Bs2 -.05 -1.07
Satisfaction Pe3 .63 16.12%**
Commitment oy .27 5.22%**

commitment Identification P .18 4.,44%*
Switching costs Pz .60 13.65%+*
satisfaction Pz .24 7.08***

y paths

Identification Social benefits Y11 -.15 -1.59
Confidence benefits Y12 .22 2.93**
Economic benefits Y13 -.19 -1.64
Customization benefits  yi4 .79 6.62%**

Switching costs Social benefits Y21 -.01 -11
Confidence benefits V22 .05 a7
Economic benefits V23 12 1.33
Customization benefits  y,4 .53 5.85%**

Satisfaction Social benefits 31 .02 .22
Confidence benefits V32 41 6.98***
Economic benefits 33 .19 2.02*
Customization benefits  y34 A1 1.42

Model fit indices

df = 498,x° = 1356.86p < .01, RMSEA = .063, CFI = .99, SRMR = .066

P < .05, *p < .01, **p < .001
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Figure 12: the revised completed model.
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Figure 12. The revised completed model

Table 25 shows the revised direct, indirect, and total effects of latent eariabl
Contrary to the original model, the indirect effect of economic benefits otiveodiOM

intentions became non-significant in the revised model.
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Table 25. Revised direct, indirect, and total effects of latent variables

Identification Switching costs satisfaction Commitnent Share of purchases P()ii?é\:wetix(s)M
Dir Ind T Dir Ind T Dir Ind T Dir Ind T Dir Ind T Dir Ind T

SB -.15 - -.15 -.01 - -.01 .02 - .02 - -03 -.03 - 3.0 -.03 - -01 -01
CB .22* - .22% .05 - .05 A41* - A41* - .16*  .16* - X717+ - 32 .32*

EB -.19 - -.19 A2 - 12 .19* - .19* - .08 .08 - .05 05. - A1 A1
CuB .79* - .79*  53* - 53* A1 - A1 - 48*  .48* - .38 .38* - .26*  .26*

ID - - - - - - - - - .18* - A8 .19+ 03* 22 .10* .05 .15*

SC - - - - - - - - - .60* - .60* .25* .09* 34 -05 17* .12*
SAT - - - - - - - - - .24* - 24 23* .03* .27 .63* Q6* .70*
COM - - - - - - - - - - - - .14~ - A4 27* - 27

Dir: Direct effect; Ind: Indirect effect; T: totafffect.

SB: social benefits; CB: confidence benefits; EBreomic benefits; CUB: customization benefits;
ID: identification; SC: switching costs; SAT: sdtistion; COM: commitment.

All phi-values are statistically significant p£.05.
& atp < .10,t-value was 1.91.



The Moderating Role of Frequency of Visit

Among 509 respondents on the frequency of visit, 50 respondents who chose
“others” were excluded. A total of 459 responses were used for this model. Respondents
were divided into two groups: more frequent group (more than once a week, n = 139) and
less frequent group (less than two or three times a month, n = 320).

Because the sample sizes of the two groups were largely different (139 versus
320), a series of hierarchical regression analyses was utilized toydbatihoderating
effect of frequency of visit. Hierarchical regression analysis is aluseithod of
understanding the effect of a variable after having controlled for other vasiab&her
than to identify the relative importance of variables (Pedhazur, 1997). The proportion of
variance explained by all the independent variables is partitioned incrementall
indicating the increment in the proportion of variance accounted for by each independent
variable when it is entered into the equation (Pedhazur, 1997).

H1 proposed the moderating role of frequency of visit of the effect of
identification on consumer commitment. Table 26 shows no significant interaction
between identification and frequency of visit as a determinant of consumer tcoemt)i
although thd- test for the three models was significant, implying that the modeksefit

data. Thus, H1 was not supported.
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Table 26. Moderating effect of frequency of visit on the relationship between
identification and commitment

Model Variable entered F B b t R R AR

1 Constant 119.678*** 4,617 68.350*** .208 .206 .208
1D 484 456 1.940***

2 Constant 75.011%** 4.401 55.647*** .248 244 .040
1D 458 431 10.532***
FRE 712 .202 4,925%**

3 Constant 50.972*** 4.396 55.603*** .252 247 .004
1D 412 .387 7.820***
FRE .689 .195 4.756***
ID*FRE .145 077 1.558

Notes: DV = consumer commitment, ID = identificatjé-RE = frequency of visit; **p < .001

H2 examined the moderating role of frequency on the relationship between
switching costs and consumer commitment. Table 27 shows no significant interact
between switching costs and frequency of visit as a determinant of consumer
commitment. Thus, H2 was not supported.

Table 27. Moderating effect of frequency of visit on the relationship between
switching costs and commitment

Model Variable entered F B b t R° R AR

1 Constant 589.640*** 4.617 92.080*** .563 562 .563
SC 737 .751 24.282%**

2 Constant 315.552*** 4.475 75.620%** .581 579 .017
SC 715 .728 23.685%**
FRE 469 .133 4.321%**

3 Constant 210.546*** 4.471 75.376*** .581 579 .001
SC .696 .709 18.659***
FRE 457 129 4.177%*
SC *FRE .057 .034 .897

Notes: DV = consumer commitment, SC = switching€0sSRE = frequency of visit; **p < .001

H3 suggested that satisfaction and frequency of visit interact to predict coansume

commitment. The results shown in Table 28 supported this hypothesis.
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Table 28. Moderating effect of frequency of visit on the relationship betwasfasabn
and commitment

Model Variable entered F B b t R R AR

1 Constant 173.742%** 4,617 71.482*** .275 274 275
SAT 1.028 525 13.181***

2 Constant 100.496*** 4.428 58.204*** .306 .303 .030
SAT 974 497 12.594***
FRE 624 A77 4 .47 4%

3 Constant 72.107%** 4.415 58.575*** 322 .318 .016
SAT 817 417 9.083***
FRE 557 .158 3.998***
SAT *FRE .565 .153 3.308***

Notes: DV = consumer commitment, SAT = satisfactleRE = frequency of visit; ** < .001

H4 suggested that a significant interaction between commitment and frequency of
visit exists to predict share of purchases. The results supported the signifociarating
effect of frequency of visit on the relationship between commitment and share of
purchases.

Table 29: the results of hierarchical regression analysis.

Table 29. Moderating effect of frequency of visit on the relationship between
commitment and share of purchases

Model Variable entered F B b t R R AR

1 Constant 175.339*** 4.569 75.567*** 277 276 277
COM 494 527 13.242***

2 Constant 87.724*** 4.593 62.739*** 278 275 .001
COM 499 .533 12.950***
FRE -.081 -.025 -.596

3 Constant 60.199*** 4,578 62.420*** .284 279 .006
COM 445 475 9.432***
FRE -.134 -.040 -.969
COM *FRE 163 .102 1.999*

Notes: DV = share of purchases, COM = consumer dtment, FRE = frequency of visit;
* p<.05, ** p<.001

H5 suggested frequency of visit as a moderating variable of the effect of
commitment on positive WOM intentions. The results showed that the interactioister
significant ap < .10 ¢ = 1.896).

Table 30: the results of the hierarchical regression analysis.
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Table 30. Moderating effect of frequency of visit on the relationship between
commitment and positive WOM intentions

Model Variable entered F B b t R R AR

1 Constant 285.095*** 5.840 143.429*** .384 .383 438
COM 424 .620 16.885***

2 Constant 142.251*** 5.837 118.323*** .384 .382 @O0
COM 423 .619 16.279***
FRE .012 .005 .136

3 Constant 96.572*** 5.827 117.860*** .389 .385 .005
COM .388 567 12.209***
FRE -.021 -.009 -.228
COM *FRE .104 .089 1.896*

Notes: DV = positive WOM intentions, COM = consunecemmitment, FRE = frequency of visit;
* p<.10, ** p<.001

H6 proposed the moderating role of frequency of visit of the effect of satisfact
on positive WOM intentions. Table 31 shows no significant interaction between
satisfaction and frequency of visit as a determinant of positive WOM ioenfl hus,

H6 was not supported.

Table 31. Moderating effect of frequency of visit on the relationship between
satisfaction and positive WOM intentions

Model Variable entered F B b t R R AR

1 Constant 567.670*** 5.840 168.539*** .554 .553 465
SAT .997 744 23.826***

2 Constant 285.779*** 5.805 139.558*** .556 .554 200
SAT .987 737 23.335***
FRE 115 .048 1.513

3 Constant 190.386*** 5.804 139.232*** 557 .554 (00]0]
SAT .970 .725 19.504***
FRE .108 .045 1.407
SAT *FRE .058 .023 .615

Notes: DV = positive WOM intentions, SAT = satidfaa, FRE = frequency of visit; **p < .001

Simple slope analysis was conducted to further identify the moderating effect of
frequency of visit on the relationship between satisfaction and commitment.sTiits re
indicated that satisfaction is more strongly associated with commiforathie more
frequent group than the less frequent group.

Table 32: the results of simple slope analysis.
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Table 32. The results of simple slope analysis
(Satisfaction*Frequency)

Simple slope t-value
More frequent group 1.382 9.54***
Less frequent group .817 9.13***

DV = commitment; ***p < .001

The interaction can be best described when presented graphically. Figure 13
shows the interaction effect of satisfaction and frequency of visit on consumer
commitment in a graphic depiction.

Figure 13. A graphic depiction of interaction effect
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Again, simple slope analysis was used to identify the moderating effect of
frequency of visit on the relationship between commitment and share of purcHases
results indicated that commitment is more strongly associated withaftawechases for
the more frequent group than the less frequent group.

Table 33: the results of simple slope analysis.

114



Table 33. The results of simple slope analysis
(Commitment*Frequency)

Simple slope t-value
More frequent group .608 8.60***
Less frequent group 445 9.95%**

DV = share of purchases; *f < .001

Figure 14 shows the interaction effect of commitment and frequency of visit on
share of purchases in a graphic depiction.
Figure 14. A graphic depiction of interaction effect
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Simple slope analysis was utilized again to examine the moderatingaéffect
frequency of visit on the relationship between commitment and positive WOMiants.
The results showed that commitment was more strongly associated withepd&aM
intentions for the more frequent group than the less frequent group.

Table 34: the results of simple slope analysis.

Table 34. The results of simple slope analysis
(Commitment*Frequency)

Simple slope t-value
More frequent group 492 11.00***
Less frequent group .388 12.27*%**

DV = positive WOM intentions; ***p < .001
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Figure 15 shows the interaction effect of commitment and frequency of visit on

share of purchases in a graphic representation.

Figure 15. A graphic depiction of interaction effect

(Commitment*Frequency)

6.8

6.6

a.4

6.2

6.0

5.8

Positive WOM intentions

5.4

9.2

5.0

5.6

Moderation by frequency of wvisitation

fregquency of wisit
—  more freg
— less freqg

Less Frequent

More Frequent

Loaw Medium High

Commitment

In addition, the moderating effects of the length of interactioae vexamined.

However, the results showed no significant effects on any relationship.
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CHAPTER V

DISCUSSIONS AND CONCLUSIONS

Model 1. Commitment as a Relationship Development Outcome

The objective of the study was to understand the complex relationships among
relational benefits, consumer dependence (i.e., identification, switchirgy andt
satisfaction), and commitment. This study demonstrated that consumer omening
desire to maintain a relationship with a specific entity (Brown et al., 2005), is
significantly influenced by identification, switching costs, and satisfae- which make
up the phase of increased consumer dependence on the service provider. Furthermore,
each types of relational benefits (except social benefits) hasedifi@reffects on
establishing consumer dependence toward the service provider, giving credistadigis
for separation of special treatment benefits into economic and customizatiditsbene

As expected, identification, switching costs, and satisfaction had signjficant
positive impacts on developing consumer commitment. Interestingly, switchitsg cos
were the strongest factor among the three antecedents. Switching costethHaeen a
focus in the restaurant context. The results of the study contradict the previeLarize
suggest that consumers who see themselves regular customers oigapaestaurant
(as asked in the questionnaire) are subject to switching costs by @egdhe value of

a long-term relationship. Within the boundary of switching costs, social and lo§tdbene
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costs (e.g., lost friendship and special privileges) are crucial value dnwsasrice
relationships, compared to procedural costs (e. g., search time, set up and éetsing
(Jones, Mothersbaugh, & Beatty, 2002). As supported in this study, in terms of relational
benefits, customization benefits were the main factor that increasetlingitosts,

which is compatible with lost benefits. It means that special privilegesuktomers
recognize through personalized services and extra offerings ard arus@easing the
switching barriers.

Economic benefits are not a significant factor that increases switchsbg)
Considering that the underlying concept of special treatment benefitspsetence of
switching costs (Hennig-Thurau et al., 2002), this result is somewhat surpltising.
implied that when economic benefits are mainly derived from time savimags effects
were not significant enough to lock customers into the relationship. One mayttaague
the results are attributed to the exclusion of monetary savings to repiEssoine
benefits in this study. However, common economic benefits such as “bettertipsices
most custometor “discounts or special dealsat most customers don'’t §€ttalics
added (Gwinner et al., 1998; Hennig-Thurau et al., 2002) are fairly rare in the casual
dining restaurant context. It should be noted that price break can be easily gopied b
competitors and may cover a true relationship with a customer (HennigeiTéiuah,
2002). Because service providers may receive more by focusing on non-monetary
economic benefits such as time savings and fast service (Hennig-Thurau et a).{h2002)
exclusion of monetary savings for this study seems acceptable. Although specia
treatment benefits are criticized as an unsuitable source of congatitrantage (Berry,

1995; Gwinner et al., 1998; Hennig-Thurau et al., 2002), the criticism should not also be
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attached to customization benefits, which are in fact the most influenttzbnela
benefits on consumer dependence toward a service provider.

In addition, the insignificant effect of confidence benefits on switching costs
implies that the confidence that results from accumulated satisfaotperiences is not
enough to enhance switching costs on the customer’s side. Although the uncertainty of
performance should be strong in services due to intangibility and heterog@editaiml
et al., 1985), to increase switching costs, we may need something more than cenfidenc
that is, personalized services.

Satisfaction was the second most important factor to increase consumer
commitment, supporting its significance in previous literature (Browh,&Q05;

Burnham et al., 2003; Dwyer et al., 1987; Hennig-Thurau et al., 2002; Morgan & Hunt,
1994; Sharma & Patterson, 2000; Vasudevan et al., 2006). Although the importance of
satisfaction on customer loyalty seems diminished by the finding of teetioa of

satisfied customers without commitment (Jones & Sasser, 1995), satisfadiiinan
essential element to attract customers to keep the relationship based parthdasire.

Confidence benefits were the major antecedent of satisfaction, supporting the
argement that confidence benefits are the most important benefits on satisfac
compared with other types of benefits (Hennig-Thurau et al., 2002). This is because
confidence benefits are generated from on-going satisfactory experigiticghe service
provider. In addition to confidence benefits, economic benefits were marginally
supported to increase customer satisfaction on the on-going relationship. As-Hennig
Thurau et al. (2002) noted; customers would perceive economic benefits (as part of

special treatment benefits) as performance of the service providerstimgiye however,
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customization benefits were not a significant factor to increase custaisécien.

This may be because individualized services are not directly perceived@snance, as
opposed to economic benefits, which are perceived as such. Gremler and Gwinner (2000)
argue that for a service with clearer distinction between technicabantidnal qualities,

it is more likely for a customer to evaluate his/her satisfaction in asgepaanner. For
example, although an employee provides a personal service based on the casistomer’
preferences, if the direct performance is not acceptable (e.g., bad feodrtesi long

waiting time), dissatisfaction can occur. If performance is satisfaatat personalized

service is followed, high satisfaction would be achieved, but customizationtbdnefi
themselves cannot be a significant antecedent of satisfaction.

This research supports that the more customers identify with a service
organization, the more they are committed to the current relationship (Brown2&04,;
Lacey, 2007; Morgan & Hunt, 1994; Pritchard et al., 1999). To increase customer
identification, this study suggests that customers should receive customazad
confidence benefits from the relationship. The significance of customizationtbemefi
identification implies that enhanced personal identity from the continuousnieoogf
customer’s special status and value to the organization would increase the castomer
sense of belonging to that organization. Moreover, because people are motivasest to
change in their self-concept (Rosenberg, 1979); they would pursue the rélatioits
the identified organization in a continuous manner. In addition to customization henefits
confidence benefits are another significant factor for increasing icaitin. This result
is not surprising because identification cannot be achieved without trust imerpart

(Bendapudi & Berry, 1997).
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It is intriguing that social benefits were not a significant antecedentyn a
expected outcomes. This result is contradictory to the previous studies whicthahow
social aspects of a relationship between a customer and a service provaignidoant
in building and maintaining a relationship (Gwinner et al., 1998; Price & Arnould, 1999;
Reynolds & Beatty, 1999). Several explanations may result in the non-sigodica
social benefits. First, the effectiveness of the commercial instrulzetitan of social
relationships has been doubted for its possible negative customer reaction (Hennig-
Thurau et al., 2002). If a customer perceives that the interpersonal relatiortshgm wi
employee is for mainly instrumental purposes, the relationship will detexi@rice &
Arnould, 1999). The customer’s detection of tainted intention for friendship would be
regarded as manipulation of the relationship, and only for a service providarisial
gain. Second, some customers may not want to build an interpersonal relationship with a
service provider due to privacy issues (Noble & Phillips, 2004). Social interactions
involve knowing about the person: name, preferences, dislikes and so on. If a customer
perceives this to be intrusive, the effort to build an interpersonal relatiorsshlmec
worthless. Third, it is also plausible that customers simply may not want to satdah
relationship with a casual dining restaurant. The significance of custwnib&nefits
compared with social benefits may imply that they may want to be treatetlied va
customers rather than as friends. As the once extremely popular mdictratomer is
king” implies, the different levels of power — at least in the service ppdusgveen
customers and a casual dining restaurant may interfere in establishimgrparsonal
relationship. Customers may want to be personally cared for and valued loxala cas

dining restaurant, rather than engage in simple social interactiong, ltlastthance for a
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customer to meet the same employee is quite rare in this business contextighe t
turnover and varying work schedules (Gremler & Gwinner, 2000). While social Isenefit
require intensive interactions with customers and employees in the signéinaont of
time and frequencies, the high turnover rate and varying work schedule matatetae
possibility of establishing interpersonal relationship between two pattiaayl

emphasize the importance of building a relationship between customers and brands a
well as between customers and individual restaurant units. It should be noted, however,
that, due to the context-specific nature of relationship marketing, it may bblpdkat
other restaurant sectors have a significant effect of social benefits ammins
dependence. These sectors may include fine dining or private clubs (e.g.ulgs)f cl
where the interaction time is longer or turnover is less prevalent compaheithevitasual

dining sector.
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Model 2. Commitment as a Mediator

The objective of this study was to identify the mediating role of commitment
between consumer dependence (i.e., identification, switching costs, arattah$fand
relational outcomes (i.e., share of purchases and positive WOM intentions)stite re
support that commitment is a significant mediator in delivering the outcontdsria
desire from the initial psychological states in the relationship developm

This study suggests that commitment plays a partial mediating role in the
relationship between consumer dependence and share of purchases. When a customer
identifies with a service provider, they increase share of purchases witicalpa
provider both directly and indirectly. It is noteworthy that the directeffef
identification on share of purchases were much larger than the indirecs éfifectgh
consumer commitment. This underlines that the closer the overlap between the
customer’s self-schema and the organization’s schema, the more aarusithincrease
share of purchases with a particular service provider. As in branduietagt states that
customers favor brands that are consistent with their self-concept (Dolich, t#69)
result supports that customers are likely to stay in the relationship and éntireias
spending with a particular service provider which has a corresponding @ti@miz
schema that will reinforce their self-concept. Thus, it is critical faragars, in order to
directly impact customer loyalty, to create and manage the organizatientgy so that
customers will have a specific entity that may project their delfitity. Furthermore, an
identified customer becomes committed to the current relationship with énéces
provider, and consequently increases their share-of-purchases. This sugpdhs t

consistency of shared values between an individual and an organization increases
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commitment and further maximizes the customer’s lifetime value to theipagjan
(Lacey, 2007).

Similar to identification, switching costs have direct and indirect effectshare
of purchases. As anticipated, a customer faced with high switching cosiseidikely to
commit to the relationship, and increase the share of purchases with thatagrarticul
service provider. Moreover, the direct effect of switching costs on share of pescha
shows that a customer who may not be committed may increase share of purchases
because of high switching costs as well. This may explain why somgylpyagjrams
that focus on increasing switching costs can be successful without the cormidefrati
consumer commitment (Winer, 2001). Yet, this direct link between switching casts a
share of purchases should be viewed with a caution because customers whose
relationship largely depends on switching costs are vulnerable to compaeiitersigs.
The author recommends that managers should try more to get their customergembmmi
to the relationship rather than simply increasing switching costs to lock tiethne
relationship and expect profitability. Although switching costs are thegasbmdicators
of share of purchases with their direct and indirect impacts, other mechgnesms
identification and satisfaction) should also be primary concerns of manageder to
increase share of customers, due to the vulnerability associated withrsgvdohts.

Contrary to the argument that share of purchases would be more influenced by the
performance of competitors and not solely on the performance of theifat&V/erhoef,
2003); the finding suggests that customer satisfaction in an on-goingnstagiovould
directly influence the increased share of purchases, as well asilydineough

commitment. This is consistent with the argument that highly satisfietrehip
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customers are more profitable to the firm because of their increased speitditiee

firm (Reynolds & Beatty, 1999). It means that increasing share of purath@sesot
necessarily require a comparison process of the current service propetéoignance
with the competing suppliers. Instead, highly satisfied customers wouldysmptase
total purchases of casual dining services with a particular restauradtdragesir
satisfactory experiences built through on-going relationships. Althouigifeséion itself
has a direct influence on share of purchase; satisfied customers sttlifi¢iey are not
psychologically tied to the service provider (Jones & Sasser, 1995). Thus, consume
commitment should be considered as a vital indicator of increased share of mibshase
its ability to induce customers to stay in the relationship and incrieaisgtirchases with
a specific casual dining restaurant.

Contrary to the author’s expectation of the full mediating roles of consumer
commitment between consumer dependence (i.e., identification, switchisgaiud
satisfaction) and relational outcomes, the findings suggest that the threespreof
commitment have direct impacts on share of purchases as well as indireztsimpa
through commitment. Considering that their relative total impacts on sharechbpas
are not largely different, the author suggests that identification, switcbstg, and
satisfaction need to be orchestrated with balance to increase share okcsistioaatly
and indirectly through consumer commitment. Furthermore, because committed
customers are more likely beein the relationship and less vulnerable to the
attractiveness of alternatives, managers should pay more attention ontro@minfor

stable prediction of share of purchases.
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While consumer commitment plays a partial mediating role in the relaipmns
among identification, switching costs, satisfaction, and share of purchase=tsta full
mediating role on the effects of identification and switching costs on positivd WO
intentions. In terms of identification, the finding supports the full mediating fole o
commitment on the effects of identification on positive WOM intentions as in Brown e
al. (2005)’s study. Identified customers would engage in spreading positive WOM only
when they are committed to a relationship. While it is expected that iddmifsgomers
are more likely to commit to the relationship, it cannot be expected that eveifiadent
customer would be automatically committed. Although this study did not investigate
what condition(s) identification would be more conducive to commitment, it is an
important question because commitment has a full mediating role betweeficialson
and positive WOM intentions.

Furthermore, switching costs did not have any significant positive or negative
direct impact on positive WOM intentions. The direct effect of switchingscmst
positive WOM intentions were negatively shown, yet statistically ngn{stant.

Instead, similar to identification, high switching costs would increase carsum
commitment, and then lead to positive WOM intentions. Overall, the full mediating
effects of consumer commitment emphasize the importance of consumer cemniit
motivating consumers’ positive WOM communications.

Satisfaction has the strongest total impact on positive WOM intentions. Afthoug
satisfaction becomes less important as customer loyalty engages in ethanmms
(Oliver, 1999); it should be regarded as a basis to lead customers to involve in positive

WOM intentions. This emphasizes the importance of managing customersictatisf
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experiences in a cumulated manner because satisfaction is not limited to eac
transactional episode, but embraces the overall cognitive and affective evabfati
experiences with a relationship partner (Roberts, Varki, & Brodie, 2003). Although the
effects of satisfaction on positive WOM intentions are significant, thesareb suggests
that firms should not focus only on mere satisfaction of customers. As Brown et al.
(2005) insist positive WOM communications are not only influenced by satisfaction, but
also by other psychological mechanisms: commitment, idenidigatnd switching costs.
The results of the study suggest that managers must recognize ti@takla
outcomes they desire (i.e., increased share of purchases and positive WOM
communications) are achievable when customers become committed tatioashlp.
Especially, in terms of positive WOM communications, customers need to be ¢ednmit
based on the high level of identification and switching costs as well as direct aedtindi

influences of the high level of satisfaction with a service provider.
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The Moderating Role of Relational Benefits

This study examined whether the effects of switching costs on commitment are
different when customers perceive a different level of relational ben€he results
confirm the moderating effect of relational benefits. That is, the sfed&witching costs
are weaker in a situation where relational benefits are high ratheothawhen
customers receive high relational benefits, they would be less influencedtblyisgyi
costs to be committed to the relationship.

Switching costs have two sides: positive and negative (Jones et al., 2007). When
they are properly orchestrated, they should induce customers to maintatroaskip.
Unfortunately, if they are too forceful, reactance can be aroused, and the
threatened/eliminated choice options become more desirable. Although it isaintport
increase switching costs to enhance consumer commitment, caution shouldyise alwa
observed because of the possible negative consequences of consumer rddmianas.
effective mechanism is necessary to deal with this possibility. Théses$ the study
suggest that a part of switching costs involved in reactance arousal cadedran the
presence of high relational benefits. This may imply that relational beoafiteeduce
psychological reactance and reinforce intrinsic motivation to engage indkienship.
As Kivetz (2005) argue, reactance is expected to be reduced if rewards aremongrue
with customers’ effort activity. Similarly, relational benefitsidee seen as rewards
because they are benefits of maintaining a relationship with a specificesprovider
that goes above and beyond the core service provided (Gwinner et al., 1998; Hennig-
Thurau et al., 2002), requiring effort to maintain the relationship from customers.

The results of the study do not imply that increasing switching costs are not a

proper strategy to retain customer base, nor do they imply that high relisoredits
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would decrease switching costs. It may sound contradictory that reldiemefits are
expected to increase switching costs (see Model 1), and at the same tiefiecthef
switching costs on commitment is lower in high relational benefits than when those
benefits are low. Yet, it is possible when we think about the nature of relationatdenef
Relational benefits are effective in the early stage of relationshipogevent as well as

in the later stages (Dwyer et al., 1987). They are continuous reinforcemetiohsip
development and maintenance as long as a customea relationship with a service
provider. Thus, it is possible that relational benefits are antecedents of consumer
dependence and a moderator on the relationship between switching costs and
commitment simultaneously.

The results show that under the condition of high relational benefits, a threat to
freedom derived from a lock-in situation (i.e., switching costs) may be teitigand the
feeling of controlled external influences may be reduced. Consequentlyebecéff
switching costs on commitment can be reduced. The point is that customers must not
think that they are locked in to a relationship. They need to feel that they are in the
relationship based on their freedom of choice. Thus, they may commit to the réiations
through other positive psychological mechanisms rather than the lock-in meclonism
switching costs. For example, Sharma and Patterson (2000) argue tlgdhefe
satisfaction on commitment is stronger in low switching cost situation.

Managers who implement loyalty programs largely focusing on inageas
switching costs should be cautious of the potential negative effect of switchiagrcost
relationship maintenance. This is because switching costs are not guatarkeep the

customers in the relationship when alternatives are more attractive thant aifer
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(Sharma & Patterson, 2000). More importantly, it has been argued that firamailaér
extrinsic rewards do not usually enhance emotional commitment, but rathesskethe
intrinsic motivation (Hennig-Thurau et al., 2002). Thus, the effectiveness afg&igjh
switching costs as a retention strategy should be reevaluated. It iswended that
relational benefits be accompanied when increasing switching costs artherae to
retain customers in the relationship. It is argued that customers may giifeft-
congruent rewards to reinforce intrinsic motivation that reduces reacta&hoetw
recognizing the underlying motivation (i.e., switching costs in this studyg(Ki2005;
Nisbett & Wilson, 1977).

Although this study suggests that high relational benefits are preferred to reduce
the potential negative effect of switching costs on commitment, it does nesagbe
mean that every customer should be involved in high relational benefits with a service
provider. Relationship marketing should be applied if it can be expected to result in
positive outcomes. If a customer wants to engage only in transaction-basexsbusi
transactional marketing should be utilized. The new paradigm (i.e., Relationship
Marketing) is not a panacea for all the problems. In addition, as Kivetz (200%53,insis
rewards should be effort-congruent. Thus, relational benefits should not be overused or
insufficient with customer’s efforts. Various levels of relational bésshould be
adopted to match the different levels of customers’ efforts to keep up thenstap
with a provider. Furthermore, relational benefits consist of seseransions (i.e., social,
confidence, economic, and customization benefits). Because the relative meata
each relational benefit is expected to be different based on the diverse cisstgments

(Hennig-Thurau et al., 2002), it is important to evaluate the preferred types aadsleg
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of relational benefits for each segment, and the result should be applied in business

practices.
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The Moderating Role of Frequency of Visit

Not every relationship is a close relationship. Yet a close relationshigiiatile
because of strong possibility of lasting longer when established (Barnes, 2660). T
study elucidates the significanceaddsenesi relationship maintenance. This study
adopted the frequency of visit as a signal of closeness of a relationship anidatee st
different degrees of frequency of visit have different impacts on consumerittoemnn
and possible relational outcomes. The findings suggest that customers with high
frequency of visit have a stronger relationship with a service provider. Spégjfthe
effect of satisfaction on commitment was stronger in high frequency situlation.
addition, commitment was more influential on relational outcomes when customers have
more frequent contacts with a service provider.

The study found that satisfaction has a stronger impact on commitment when the
frequency of visit is high rather than low. It may be that satisfaction islatife in
nature in relationship marketing. Satisfaction can be defined as a favorabilatienabf
satisfactory experiences and the relationship with a specific s@nageler over time
(Bendapudi & Berry, 1997; Garbarino & Johnson, 1999; Hennig-Thurau et al., 2002).
Because commitment is affected by satisfactory exchange pr&cess(et al., 2005;
Burnham et al., 2003; Dwyer et al., 1998; Hennig-Thurau et al., 2002; Morgan & Hunt,
1994; Sharma & Patterson, 2000; Vasudevan et al., 2006), more frequent exposure to
high levels of satisfaction over time may encourage customers to be moretteain

Although not the main focus of the study, it is also noteworthy that the more
frequent group is consistently superior to the less frequent group indeoosimitment
in each level of satisfaction (the significant main effect of frequeheisib on

commitment). This indicates that a close relationship led by frequent vigitoces to
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the development of commitment even without the effects of other psychological
mechanisms. It indicates that frequent interactions between a custalreesarvice
provider (i.e., a closer relationship) should be encouraged to increase consumer
commitment.
As expected, when a customer has a close relationship with a servicep(oet,
more frequent visits), the effect of commitment on share of purchases iestrong
When a customer in a close relationship with a service provider experiegbdsvel of
commitment, he/she may increase share of purchases because the high level of
commitment and a close relationship motivate him/her to be loyal to the senwogep.
It is argued that customers are regarded as loyal only when they havesbotiga
positive attitude and an intention to purchases (Dick & Basu, 1994). These are the
customers who would be directly related to increased share of customerfinoghe
Positive WOM is considered as a signal of customers’ true loyaltyrdoava
company/brand. That is, it is highly related to strong relative attitudesthais
repurchase decisions (Jones & Farquhar, 2007). Customers with a close relatltomship s
much higher intention to spread positive WOM to others compared with those with a less
close relationship. This clearly indicates that relative attitude and loehlawvieasures
should be considered simultaneously to understand true customer loyalty (Dicki& Bas
1994). Highest level of customer loyalty (i.e., positive WOM) is motivatedrbpgt
desire for relationship maintenance and a close relationship with a seoxaepr
Altogether, this study indicates that highly committed customers woaondder
more favorable relational outcomes with more frequent interactions. lesnpiat a

close relationship should be encouraged, especially for high committedheus.
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Unfortunately, this study does not provide enough evidence to demonstrate the causal
relationship between commitment and relationship closeness. We do not know if
closeness increases high level of commitment or vice versa. Instead, thisrsiud that
when these factors are positively combined, the highest level of loyaipected. Thus,
managers in casual dining restaurants should pay attention to these finditdys. Hig
committed customers should be identified and induced to have more frequent direct
contacts with the service providers.

It should be noted that not every customer wants to build a close relationship with
a service provider, however (Barnes, 2000). Although a close relationship would be
positively related to relational outcomes, if customers are not prone to hasea cl
relationship, the attempts would result in negative reactions from customensisae
possibility that aggressive attempts would raise psychological readtame customers,
who perceive the attempts as a threat to their freedom. Thus, clear understaading a
the customer preferences on a relationship building should be the foundation in
implementing any relationship marketing strategies and tactics. The autjgests that a
careful segmentation based on customer preferences of relationship masketittgbe

the first step to build a close relationship with customers.
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Managerial Implications
Relationship development

The results of the study suggest some implications for managers in casual dining
restaurants. Managers need to recognize the importance of customizatiais benef
relationship development. Customization benefits are the strongest factasing rai
switching costs and identification. Customization benefits are based on custome
perception that he/she is treated as a special customer by the saviderpAny
practices that enhance customer’s perception on his/her recognition byvtbe se
provider will contribute to customization benefits. This study found that personalized
services, complimentary offerings, and/or insider information for a neped customer
can be the exemplary practices to increase customization benefits.

Getting personal requires systemized management of customer information.
Customer information such as menu preferences and special requests should be managed
using a centralized information system, not mainly by employee’s ataligmember
each customer’s preferences. It is difficult for an employee to meenalt the detailed
preferences that customers request. If a regular customer needs to askethe s
preferential request for each visit, he/she would feel frustrated and thinlstiueramt
does not care about him/her seriously. More important, although an employee may be
able to remember and handle each preference of regular customersiriptbgee quits
the job, these benefits can be lost simultaneously. It is more risky witHahealy high
turnover rate in the casual dining restaurants.

The next significant benefits are confidence benefits. Confidence benefits ar

largely derived from satisfactory experiences over time. They @selglrelated to
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technical and functional qualities in the service process. Both technical atidriahc
qualities require significant attention from mangers because customkratevheir
satisfaction on technical and functional qualities in a separate manner foica sgth

clearer distinction between two qualities (Gremler & Gwinner, 2000). Furthermor
managers should keep in mind that relationship marketing is a long-term process, whi
is the composite of each individual episode (Gronroos, 2004). Each episode should
provide customers with the satisfactory products and services. Confiden@iesbene
require consistency of provided service throughout the relationship developmens proces
Excellent products and services should not be a great one-time episode, but be consistent
in the long-term. The accumulated consistent satisfactory experiedoes i@istomers’
uncertainty and increase confidence in the performance of the service providaravehic
the foundation of confidence benefits.

These customization and confidence benefits are the core benefits that require
managers’ significant attention. They increase consumer dependence om pevider
as well as enhance consumer commitment, share of purchases, and positive WOM
intentions. Managers who want to develop and maintain a relationship with a customer
should recognize the importance these two benefits and practice them in tlyeir dail
operations.

The results found that social benefits are not a strong indicator in increasing
consumer dependence on a service provider. Whether it is due to a privacy concern or
low probability of being served by the same employee, customer dependence is not
significantly influenced by social benefits. Thus, it is recommended thagees should

allocate their limited resources to increase customization, confidencecamomic
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benefits rather than social benefits. Although not significant, however, socialtbenefi
should not be ignored in the process. Enjoyable service process based on comfortable
interactions with employees would enhance customer evaluation on the overedl ser
quality provided by the service provider.

Casual dining restaurants can achieve important relational outcomes through
relationship marketing practices. This study suggests that potentiedalaiutcomes
such as increased share of purchases and positive WOM intentions are possigle thr
increased consumer commitment toward the service provider. Consumer commitment
indicates the consumerdesireto keep a relationship, not obligation. Committed
customers are customers who are willingly engaged in the relationshgudgethey are
willingly in the relationship, they will be less vulnerable to alternatives and more loyal to
the current service provider.

For example, this study suggests that positive WOM intentions are largely
influenced by satisfaction and commitment. Moreover, switching costs andiiomn
only have indirect impacts on positive WOM intentions through consumer commitment.
Considering the significance of positive WOM on attracting new customers (i.e
increased market share), managers need to recognize the importancioferon
commitment in relationship development and maintenance. In addition, increased share
of purchases is achievable through commitment with balanced effects obettrea
consumer dependence (i.e., identification, switching costs, and satisfaction). Thus
managers need to motivate customers to be committed to the relationship wittutile ca

dining restaurants.
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Customers are more likely to be committed to the relationship with a service
provider when they identify with the service provider and perceive high switcbstsg c
and satisfaction. Among these three factors (i.e., identificatiorgrengt costs, and
satisfaction), switching costs are the strongest one to increase comsunmaitment.
Following the results of the study, it is observed that switching costsaanéym
influenced by customization benefits. Again, customization benefits should béitte cr

relational benefits that managers need to provide to their customers.

Relational benefitsto reduce possible reactance derived from high switching costs
Increasing switching costs may be one of the main reasons why loyajtam
are widely used to keep customers in the relationship with a service proviger. It
because those high switching costs lock customers into the current relationship with a
service provider (Dwyer et al., 1987; Sharma & Patterson, 2000). Managers showd notic
that loyalty programs or any practices to target increasinglswg costs can be
effective until customers perceive reactance from high switching.cost
Managers need to understand that there is a possibility that reactant csistame
be vulnerable to alternatives or even can terminate the current relationghgservice
provider (Kivetz, 2005). This study recommends that when switching costs areithe ma
strategy to retain customers, relational benefits should be provided to cistomeziuce
the potential reactance and its possible consequences. The results suggésttha
customers perceive high relational benefits, they would be less influencedtdiyirsy
costs to be committed because they may perceive that they are iratiomséip due to

their own will to keep the relationship, not due to the lock-in from high switching. costs
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Therefore, it is recommended that managers in casual dining restaurants pestie
relational benefits to customers for them to feel proactive engagement itatlenship
and reduce reactance from switching costs.

Relational benefits are the benefits that customers receive from imaigta
relationship with a service provider that goes above and beyond the core servidedorovi
(Gwinner et al., 1998; Hennig-Thurau et al., 2002). Relational benefits include social,
confidence, economic, and customization benefits. Social benefits involve friendship,
personal recognition, rapport, and familiarity derived from interpersonahatiens
throughout the service process (Barry, 1995; Gwinner et al., 1998). To increase social
benefits, managers need to train their employees to deliver enjoyabletintesavith
customers. For example, using humor during the interactions can provide custoimers wit
comfortable and enjoyable services, which are desirable for increasiabsoefits
(Gremler & Gwinner, 2000). In addition, recognizing regular customers and knowing
their names can help increase social benefits.

Confidence benefits refer to the “feeling of reduced anxiety, trust, and
confidence” from ongoing relationships (Gwinner et al., 1998, p. 104). Because trust and
confidence on the service provider’'s performance can be largely achievable through on-
going satisfaction from previous experiences, managers need to provide custdmers
satisfaction for each transaction/episode. It is important to note thatesen@ractions
are mainly involved in two parties: customer and employee. Thus, managers are
encouraged to train their employees in a way that they can represent theadi@aniz
properly (Shostack, 1977). In addition, employees need to have professional knowledge

about the products they provide and be honest and truthful in dealing with customers.
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Economic benefits include monetary savings and time savings (Gwinner et al.,
1998). Monetary savings relates to special discounts or coupons. Time savings involves
reduced search time or fast service. Economic benefits, particularly myoseangs, are
easy to implement and attractive to customers in the short-term (Berry, 199%vétpw
they are easy to be imitated (Berry, 1995) and make it difficult to détaetomers are
truly loyal to the service provider or only attracted to economic savingsefoherit is
recommended to adopt economic benefits with caution in business practice.

Lastly, customization benefits include personalized service and éetnéi@n to
the valued customers (Gwinner et al., 1998), which are expected to providesa great
competitive advantage compared to economic benefits (Lacey et al., 2007gstihe of
the study (in Model 1) found that customization benefits are the most importantdenef
to influence consumer behavior. To deliver customization benefits, first, managers n
to identify their valued customers. And then, preferences of the valued customers should
be recognized and services be provided to satisfy the particular preteoérostomers.
In addition, customization benefits are achievable through providing more than what
customers expect. For example, complimentary offerings without customgusst can
provide a customer with the feeling that he/she is treated as a spstoaher to the
service provider.

Overall, managers are encouraged to acknowledge the importance of various
types of relational benefits and utilize practices to increase thesi#dbemesduce

possible reactance derived from high switching costs.
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Closeness of a relationship

Managers in casual dining restaurants need to acknowledge the consistemt patte
of customer’s positive attitudes towards a service provider with whom he/shelbss a c
relationship. Closeness of a relationship is indicated by frequency of visit thigtomer
makes with a particular casual dining restaurant. The more frequent visitesietioe
relationship. Then what in frequency of visit makes a customer attached moee with
service provider? One of the reasons may be the strong bonding that customeriesad ser
provider develop during the frequent interactions. From the frequent interactions,
customers and employees share information, understand each other’s perspectives
(Nicholson et al., 2001; Wilder, 1986), engage in social bonding (Bendapudi & Berry,
1997), and build trust on the relationship partner (Bendapudi & Berry, 1997; Doney &
Cannon, 1997). When a customer develops a strong bonding with a service provider,
he/she is more likely to be committed to the relationship and provide relational ostcome
that the service provider desires (i.e., increased share of purchases and YOIt
intentions in this study). Thus, managers should apply the concept of closeness of a
relationship to their business practices.

It is critical to identify customers who want to build a close relationship avit
casual dining restaurant. This study suggests that customers who fregis#ndy
particular casual dining restaurant should be considered as closenessugtoners. To
managers, it is not a difficult task to identify customers who frequentlythesit
restaurant. Managers need to recognize that these are the customers i dikely

to be committed, increase share of purchases, and provide positive WOM to their
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significant others. These are the customers that managers pay moreratteinicrease
customer share and the target market that customer retention strategy sholilzede uti

Furthermore, managers can identify potential customers who want to build a close
relationship using technology such as telephone and email. For example, maaagers
ask customers to fill out a customer information card if they want to receive tsontac
from service provider. Although this strategy is not related to directtéatace
interactions, it still provides an advantage to build a closer relationship with @rstom
(Barnes, 2000).

As Barnes (2000) suggests, there exists customers who do not want to build a
close relationship. They may be more likely to engage in transaction mgrketwhich
technical quality of the product/output is the dominating quality dimension and
interdependence between a customer and a service provider has no or limiteghioeport
in business (Gronroos, 1994). If they are attempted to build a close relationship with a
service provider, there is a possibility for them to react in an opposite wayfilrat
does not expect. Therefore, building a close relationship with a customer should start

from understanding customer preferences of relationship closeness.
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Limitations and Suggestions for Future Research

This study faces with several limitations. First, response réevisT he short
attention span (approximately 15 seconds) and the huge amount of junk mail that online
users receive might be a reason for the low response rate (Kim, Nam & $t2004y).

The low response rate is directly related to nonresponse error, raiguestion of

whether respondents are different from non-respondents. Although not used in this study,
incentives or follow-up contact would be useful to increase response rate fer futur
research.

Although items for relational benefits are adopted from previous research and
related industry articles, it is possible that items that are impadaaisual dining
restaurant customers may not have been included in this study. Qualits¢iaeche
design using a focus group or personal interviews may provide moretim-dep
understanding in relational benefits specific to casual dining restauttaisttherefore
recommended that triangulation of research methods should be utilized for more
convincing and accurate understanding in this field of research.

The current study examined relationship marketing practices using thef unit
each individual restaurant. However, it should be noted that the relationship bogndary i
not limited to customer-unit restaurant but can expand to customer-parent cqmpany
brand). Thus, it would be interesting to investigate whether a custometdattitvard a
unit restaurant has a significant effect on his/her attitude toward a pangpaicy. For
example, is it conceivable that a customer with a positive relationship with a
restaurant would have more positive attitude toward a parent company of the né8taura

This could be a source of future research.
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A fourth limitation is related to constructs used in this study. Constructs
investigated are mainly cognitive rather than emotional in nature. Althougfificktion
is somewhat related to feeling, such as it is viewed similar with eecdbmmitment,
the root of identification is basically cognitive for its emphasis oncsgégorization. It is
argued that emotion may possess greater explanatory power beyond the model, whic
mainly relies on cognitive aspects of the relationship (Nicholson et al., 200iy, T
constructs related to emotion or feeling (e.g., liking) should be taken into accobat
relationship for more complete understanding of relationship development.

This study did not examine the loyalty program usage by respondents. It is
acknowledged that loyalty programs are like a two-sided coin. They have botheposit
and negative effects on relationship marketing practices. For exanyalky lprograms
would encourage customers to establish a relationship with a provider especially fo
financial attractiveness. However, they also increase switching césts, @an produce
negative results if pushed to an extreme, and mainly cultivate passaty fiogm
customers. For possible advantages and disadvantages, it may be igtévestammine
the possible differential relationships among antecedents and outcomes betaégn |
program users and non-users. It is therefore suggested that similar studestiture
address this limitation.

The moderating role of relational benefits as one construct of the efffect
switching costs on commitment was investigated. Yet, it is possible thatygacof
relational benefits may have a differential effect as a moderator. Hyidenan

interesting area to study in the future.
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In addition, frequency of visit was the only item to measure closeness of a
relationship. It is suggested that closeness can be measured with otheict®sach as
high diversity and strength (Berscheid et al., 1989). It would be more helpful in
understanding relationship closeness if these items were combined toemeasur

This study investigated the relationship development in the customer’s
perspective. However, relationship development should be understood as a mutual
process. It is significant to understand the relationship development in the service
provider’s perspective as well. For example, it is argued that the insagrtiinfluence of
social benefits in this study was explained in the customer’s perspectivessuch a
customer’s privacy concern and non-interest in building a social relationship with a
service provider. Yet, it is possible that a service provider may not want to boitthh s
relationship with a customer. The service provider, who anticipates more chstshan
benefits from a social relationship development, may avoid building a socianshap
with a customer. Therefore, future studies should not ignore the relationship developme
in the service provider’s perspective.

Last but not least, items to measure identification need more attention from
researchers. It is noticeable that several responses were stoppegluaistions of
measuring identification. It seems that especially the visual fabatitbn item (which
was the first question for identification) was not easy to understand by respgonde
Easier items might have increased response rate in this study. Faaarcheshould deal

with this problem to increase the response rate.
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' Approve /}/2«}/ w

% WY
Dear Participants: ‘ s 1857

Hello! I am Lisa H. Kim, a doctoral student in Hospitality Administration at Oklahoma State
University. I am conducting a research survey as part of my doctoral dissertation.

As a casual dining restaurant customer, you may have received certain benefits such as employees’
recognition of customers and/or customized service from your patronized restaurant. The purpose of
my study is to understand the effects of these benefits on building and maintaining a customer-
restaurant relationship. Results of the study will help restaurateurs provide customers appropriate
benefits to increase customer commitment and loyalty toward the restaurant.

Since we only sent this survey to a limited group, your response is valuable to the success of this
research. Please take about 15 minutes to complete this survey. Your e-mail address was obtained
from a public available database purchased. Your participation is greatly appreciated.

Your participation is strictly voluntary. There are no known risks greater than those ordinarily
encountered in daily life by participating in this study. There is no penalty for refusal to participate
and you are free to withdraw from the survey at anytime without penalty. Your responses will
remain confidential. You must be at least 18 years of age to participate.

We are interested in your actual behaviors on positive word-of-mouth and share of purchases. If you
allow us to ask your actual behaviors in the next three months, please provide us your email address
at the end of the questionnaire. Your email address will be used only for the follow-up study. Your
data will be separated from the non-identifiers and your response will be reported only in an
aggregated format. Your identity will be kept confidential and will not be released or identified on
the report. To start the survey, please press the start button below.

If you have any further questions about this study, please contact the principal investigator, Lisa H.
Kim, a doctoral student, in the School of Hotel and Restaurant Administration at Oklahoma State
University (email: hj.kim@okstate.edu; phone: 405-744-2355). For information on subjects’ rights,
please contact Dr. Shelia Kennison, IRB Chair, 219 Cordell North, Stillwater, OK 74078, U.S.A., 405-
744-1676. Thank you for your valuable time.

Sincerely,

Lisa H. Kim

Doctoral student

School of Hotel and Restaurant Administration
Oklahoma State University

Phone: (405) 744-2355

Fax: (405) 744-6299

E-mail: hj.kim@okstate.edu
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Questionnaire |

Do you have a particular casual dining restaurant (for example, Applebee's, diis,
T.G.l.Friday's or any local casual dining restaurant)that you visit on a regular
basis?

If yes please continue the survey.

If no, please stop the survey. Thank you for your attention.

Section I. Experiences of casual dining restaurant

Please answer the following questions about the casual dining restaurgntthat
regularly visit.

1.

How long have you patronized the restaurant?
O Lessthanlyear O 1-2 years O 2-3 years
O 3-4 years O More than 4 years

How often do you visit the restaurant?
O Twice a week O Onceaweek O Twice or three times a month
O Once a month O  Othépease specify)

How many people usually accompany with you when you go to the restaurant?
O Myself O 1 o 2
O3 O 4 O 5 ormore

Section Il. Your opinion about the casual dining restaurant

Please check the number that best describes your opinion about the casual dining
restaurant thatou regularly visit.

1 = extremely disagree, 2 = strongly disagree sBmewhat disagree, 4 = neither agree nor disagree,

5 = somewhat agree, 6 = strongly agree, 7 = exieamgee.

Relational Benefits Extremely p Extremely
Disagree Agree
1. I am recognized by certain employees. 1 2 3 4 5 6

2. | enjoy certain social aspects of the relationship with this

restaurant. 12 3 4 56
3. I have developed a friendship with this restaurant. 1 2 3 4 5 6
4. Most employees know my name. 1 2 3 4 5 6
5. | know what to expect when | visit the restaurant. 1 2 3 4 5 6
6. This restaurant’s employees are perfectly honest and truthful. 1 2 3 4 5 6
7. This restaurant’s employees can be trusted completely. 1 2 3 4 5 6
8. This restaurant’s employees have high integrity. 1 2 3 4 5 6
9. As a frequent diner, | get fast service. 1 2 3 4 5 6
10. As a frequent diner, | enjoy saving time in dining because | am, , 5 4 5 &

familiar with the service process of this restaurant.
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11. As a frequent diner, | get complementary offerings such as

) 1 2 3 4 5 6 7
desserts or drinks.

12. This restaurant provides me a personalized dining service. 1 2 3 4 5 6 7
13. I am treated as a special and valued customer. 1 2 3 4 5 6 7
14. | can tailor my order based on my desire. 1 2 3 4 5 6 7
15. They know what | like. 1 2 3 4 5 6 7
16. | receive service according to my particular preferences on fooq 5 3 4 5 § 7

and drinks.
17. The employees provide me insider’s tips/advice for menu

: . . 1 2 3 4 5 6 7
selection or special events and promotions.

18. They provide me the table seat that | prefer. 1 2 3 4 5 6 7

19. | receive extra service attention from the employees. 1 2 3 4 5 6 7
i i Extremely Extremely

Switching costs Disagree. —————" ron

1. I would feel frustrated if | terminated my current relationship wi
. 1 2 3 4 5 6 7

this restaurant.

2. Generally speaking, the costs in time, finance, effort, and grief tci

switch from the current restaurant would be high.

3. I would lose a lot in changing from the current restaurant. 1 2 3 4 5 6 7
4. On the whole, it would cost me a lot of time and energy to find a,
new restaurant.

5. Considering everything, the cost to stop doing business with tF
restaurant and start up with a new restaurant would be high.

2 3 4 5 6 7

1 2 3 4 5 6 7

Identification

1. Some people suggest that customers want to be associated with cottamnetkect the attributes
and values of the customers themsellr@agine that one of the circles in each row represents your
own personal identity and the other circle at the right representssiia@irant’s identity. Please
indicate which one case (A, B, C, D, E, F, G, or H) best describes the level ajpdveilveen your
and the restaurant’s identities. Circle only one letter on the follosdatg.

Me Restaurant

O O Far Apart
O O Close Together but Separate

CD Very Small Overlap

Small Overlap
Moderate Overlap

e,

D

@ Large Overlap
@)
O

Very Large Overlap

I @ mm OO W »

Complete Overlap
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Not at
all

2. Please indicate to what degree your self-image overlaps with t
restaurant’s image.

moderate

1 2 3 4 5 6

Very
much

7

Extremely N Extremely

Satisfaction Disagree Agree
1. My choice to use this restaurant was a wise one. 1 2 3 4 5 6 7
2. 1 am always delighted with this restaurant’s service. 1 2 3 4 5 6 7
3. Overall, | am satisfied with this restaurant. 1 2 3 4 5 6 7
4. | think | did the right thing when | decided to dine at thisrestau 1 2 3 4 5 6 7
i Extremely ) Extremely
Commitment Disagree Agree
1. I am committed to my relationship with this restaurant. 1 2 3 4 5 6 7
2. | really care about my ongoing relationship with this restaurant 1 2 3 4 5 6 7
3. The relationship that | have with this restaurant is sometlang |
. 1 2 3 4 5 6 7
very committed to.
4. The relationship that | have with this restaurant deserves my
. s 1 2 3 4 5 6 7
maximum effort to maintain.
Positive Word-of-Mouth Intentions Extremely , Extremely
Disagree Agree
1. I am willing to encourage friends and relatives to do business Wiih
. 2 3 4 5 6 7
this restaurant.
2. 1 am willing to recommend this restaurant whenever anyone se
. 1 2 3 4 5 6 7
my advice.
3. When the topic of dining out comes up in my conversation, | am
- . 1 2 3 4 5 6 7
willing to go out of my way to recommend this restaurant.
4. | am willing to recommend this restaurant to my friends. 1 2 3 4 5 6 7
Increased Share of Purchases Very Very
unlikely moderate likely
1. In the next three months, how likely are you to make a larger s
of your eating-out expenditure at this restaurant rather thanother 1 2 3 4 5 6 7
restaurants?
2. In the next three months, how likely are you to increase your visi{s
. 2 3 4 5 6
to this restaurant as compared to other restaurants?
3. In the next three months, how likely are you to increase your o 3 4 5 6 7

spending to this restaurant as compared to other restaurants?

We are interested in yoactual behaviors on positive word-of-mouth and share of purchases. If

you allow us to ask your actual behaviors in the next three months, pleaisie proyour email
address. Your identity will be kept confidential and will not be releasatkatified on the
report. Your response will be reported only in an aggregated format. Weappikciate it.
Your email address

(Please type here)
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Section lll. Information about yourself

Please answer the following questions to provide information about yourself. This
information will be used for research purposes only.

1.
2.
3.

Gender O Male O Female
Marital status O Single O Married
Age O 18-29yearsold 0  30-39 years o] 40-49 years old
] 50-59 years old [ 60 or older
Education [0 Less than high school degr(® High school degree
[0 Some college O  College graduate
O Graduate degree
Annual household income O  Less than $20,000 O $20,000-$39,999
[0 $40,000-$59,999 O  $60,000-$79,999
O $80,000-$99,999 O $100,000 or more

Thank you for your participation in this study!
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Oklahoma State University Institutional Review Board

Date: . Monday, December 22, 2008
IRB Application No HE0889
Proposal Title: A Consumer Commitment Model: Commitment Development and Its

Effects on Relational Outcome

Reviewed and Exempt
Processed as:

Status Recommended by Reviewer(s): Approved Protocol Expires: 12/21/2009

Principal

Investigator(s):/

Hyun Jung Kim Hailin Qu

148 HES 148 HES

Stillwater, OK 74078 Stillwater, OK 74078

The IRB application referenced above has been approved. It is the judgment of the reviewers that the
rights and welfare of individuals who may be asked to participate in this study will be respected, and that
the research will be conducted in a manner consistent with the IRB requirements as outlined in section 45
CFR 46.

The final versions of any printed recruitment, consent and assent documents bearing the IRB approval
stamp are attached to this letter. These are the versions that must be used during the study.

As Principal Investigator, it is your responsibility to do the following:

1. Conduct this study exactly as it has been approved. Any modifications to the research protocol
must be submitted with the appropriate signatures for IRB approval.

2. Submit a request for continuation if the study extends beyond the approval period of one calendar
year. This continuation must receive IRB review and approval before the research can continue.

3. Report any adverse events to the IRB Chair promptly. Adverse events are those which are
unanticipated and impact the subjects during the course of this research; and

4. Notify the IRB office in writing when your research project is complete.

Please note that approved protocols are subject to monitoring by the IRB and that the IRB office has the
authority to inspect research records associated with this protocol at any time. If you have questions
about the IRB procedures or need any assistance from the Board, please contact Beth McTernan in 219
Cordell North (phone: 405-744-5700, beth.mcternan@okstate.edu).

Institutional Review Board

173



VITA
Lisa Hyunjung Kim
Candidate for the Degree of

Doctor of Philosophy

Dissertation: A STUDY OF CUSTOMER-SERVICE PROVIDER RELANGHIP
DEVELOPMENT IN CASUAL DINING RESTAURANTS: A RELATIONAL

BENEFITS APPROACH
Major Field: Human Environmental Sciences
Biographical:

Personal Data: Daughter of Young-Hwan Kim and Kong-Im Jung; married to
Dong Jin Kim in December, 2001; has a son, Andrew (currently five
years old).

Education: Received the Bachelor of Science degree in Tourism Management
(under Business Administration) from Cheju National University, Jeju,
Korea, in 1999; received the Master of Science degree with a major in
Hospitality Administration at Oklahoma State University, Stillwater
Oklahoma in May, 2003; completed the requirements for the Doctor of
Philosophy degree with a major in Hospitality Administration at
Oklahoma State University, Stillwater, Oklahoma in July, 2009.

Experience: Research Assistant in the Center for Hospitality and fouris
Research at Oklahoma State University (from August 2008 to July
2009); Research Assistant (from January 2006 to July 2008); Recipient
of Ambassadorial Scholarship from the Rotary Foundation (from 2001
to 2003); Internship, Grand Hotel (a five-star hotel), Korea (from
January 1999 to May 1999 and from July 1997 to August 1997).

Professional Memberships: Lifetime member of The Honor Society of Phi
Kappa Phi



Name: Lisa Hyunjung Kim Date of Degree: July, 2009
Institution: Oklahoma State University Location: Stillwater, Oklahoma

Title of Study: A STUDY OF CUSTOMER-SERVICE PROVIDER RELAONSHIP
DEVELOPMENT IN CASUAL DINING RESTAURANTS: A RELATIONAL
BENEFITS APPROACH

Pages in Study: 173 Candidate for the Degree of Doctor of Philosophy
Major Field: Human Environmental Sciences

Scope and Method of Study: The overall purpose of the study was to understand the more
complete process of customer-service provider relationship development and
maintenance in the context of casual dining restaurants. This study suggatted t
relational benefits (with four sub-dimensions, which is a more detailed view
compared to the traditional view) be significant antecedents to increasen@ns
dependence on the relationship partner, which consequently influence consumer
commitment and desired relational outcomes. The target population of the study
was all the frequent travelers in the U.S. listed in a public available database
purchased. A convenience sampling was utilized to draw samples. An online
survey was conducted to collect data. Exploratory factor analysis, cotiigma
factor analysis, structural equation modeling, and hierarchical remnessalysis
were used to analyze the data.

Findings and Conclusions: First, the study contributes to the identification ofwhe ne
dimensionality of relational benefits and its differential effects on consume
dependence and relational outcomes. Especially, customization and confidence
benefits are emphasized to increase consumer dependence, requiring roose seri
consideration from managers. Second, it provides more complete understanding
about the nature of commitment as a mediator between consumer dependence and
relational outcomes. The results imply that managers should pay attention to
increasing consumer dependence as well as commitment to maximize éhefshar
customers. Furthermore, managers need to allocate their resourcegetio del
excellent satisfaction and maximize the interdependence with cust@mers t
increase positive WOM communications from customers. Third, based on the
theory of psychological reactance, the findings open the possibilityetlasibnal
benefits can provide customers with intrinsic motivations to stay in the
relationship without reactance to high switching costs. Lastly, the
situational/conditional significance of a closeness of a relationship ismptove
involve stronger attachment between a consumer and a service provider and the
possibilities to deliver the relational outcomes that a firm desires.

ADVISER’S APPROVAL:_Dr. Hailin Qu




