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Abstract

In today’s competitive environment, service marketers put great éffort on developing
service loyalty in order to maintain competitive edge. If we accept the fact that there
is no consensus on the use of customer satisfaction as an important antecedent in the
creation of service loyalty, we wduld find that what constitutes or measures service

loyalty 1s inadequate and not clearly defined.

This study primarily aims at developing a measurement tool for service loyalty that
incorporates behavioral, attitudinal as well as cognitive attributes, which are identified
through literature review and focus group discussion. It also attempts to modify the
scale of perceived service quality by incorporating both process-related and outcome-
related elements. A structural model of service loyalty highlighting the relationships
among perceivec_l service quality, customer satisfaction and service loyalty, in which
customer satisfaction is identified as a significant mediator to enhance the impact of

perceived service quality on service loyalty, is proposed here.

The findings of this study indicate that service loyaity should be composed of three

dimensions: behavioral loyalty, attitudinal loyalty and cognitive loyalty, while the
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behavioral dimension constitutes a major component of service loyalty. The results
also indicate that the attitudinal aspect seems to be more emphasized among the loyal
customers of process-based services whereas the behavioral and cognitive aspect
seems to be more emphasized among the loyal customers of outcome-based services.
The present study finds that customers of phone-banking services place an equal
emphasis on the process-related elements as well as outcome-related elements in
evaluating perceived service quality, like prompt service and the manner of service
staff for example. Comparatively, customers of restaurant or dining services place

greater emphasis on the outcome-related elements.

Furthermore, the positive and significant relationships among perceived service
quality, customer satisfaction and service loyalty are illustrated, in which customer
satisfaction is identified as a significant mediator between perceived service quality
and service loyalty by enhancing the impact of perceived service quality on service
loyalty. In addition, the direct impact of perceived service quality is not as strong as
its indirect impact on service loyalty, providing further evidence to confirm the role of
customer satisfaction as a mediator, which cannot be ignored in building stronger and
durable service loyalty. The findings of this study provide insights for future research
and management practice on how to cultivate and maintain service loyalty by

improving perceived service quality and customer satisfaction.

For research implications, this study can give a deep insight of the importance of
customer satisfaction on service loyalty development when compared with the direct
effect of perceived service quality. Also, the scale of service loyalty developed tn this

study can be replicated to enhance its validity in future studies. Furthermore, the




inclusion of both process-related attributes and outcome-related attributes can provide
researchers with more information about which kind of attribute(s) are the most useful

in measuring the service quality of a particular service.

For managerial implications, the framework proposed here can serve as a general
guideline for service providers to segment their “loyal customers” and to develop
administrative policies for maintaining service loyalty. In addition, assessment of
service loyalty can provide useful information to companies by way of identifying and
providing a valid measure for evaluating financial performance. This i1s the case
especially when trends are monitored over a long period of time. Any changes in

customer’s service loyalty may signal a change in the customer’s preferences.
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Chapter 1 Introduction

1!  Introduction

Recently, critical decisions that many companies are increasingly faced with is how to
improve their sales and profits during the economic downturn. Most recent studies
have suggested that this can be either overcome or at least ameliorated by successfully
creating and maintaining Customer Loyalty. It is evidenced that customer loyalty has
a significant and direct correlation with profitability (Bhote, 1996; Heskett et al.,
1990; Mittal and Lasser, 1998; Oliva et al., 1992; Rowley, 2000, Storbacka et al.,
1994). Specifically, Heskett et al. (1994) éstablished the “service profit chain”, which
illustrated that high level of customer satisfaction could lead to high level of customer
loyalty, and ultimately boosted up the company’s profits. Empirically, Hallowell
(1996) proved that cﬁstomer satisfaction, customer loyalty and company’s profits

were significantly related within the service profit chain in the banking industry.

This explgins why customer loyalty is regarded as “something of guarantee” for future
eamings of a company (Sharp and Sharp, 1997). Most recent studies indicate that
keeping a loyal customer 1s more desirable than attracting a new one. It is because
loyal customers can contribute to profit increase in two ways: reducing the cost and
increasing the revenue generated from loyal customers (Perrien et al.,, 1993; Sharma

and Lambert, 1994; Shoemaker and Lewis, 1999).

On one hand, the cost can be relatively minimized because a retention strategy for
kéeping loyal customers can avoid heavy investment in promotional activities
(DeSouza, 1992; Gronroos, 1994; Sharp and Sharp, 1997; Stank et al., 1999).

Empirical evidence indicates that the incurred cost of maintaining a customer




Chapter 1 Introduction

relationship is four to six times lower than the cost of acquiring a new customer
(Crosby, 1991; Light, 1994; Sheth and Mittal, 1996). On the other hand, if a customer
continuously spends money on the same product or service, the revenue gained from
this loyal customer is a “life-time” revenue (DeSouza, 1992) also otherwise known as
relationship revenue (Storbacka et al, 1994). This kind of revenue gained from a loyal
customer can be very high because a loyal customer is likely to be less price sensitive
(Goodwin and Gremler, 1996) and highly responsive to accept a variety of products or
services provided by the same company (Gould, 1995; Kumar, 1999). Previous
studies reported that 5% increase of customer retention would cause 25% to almost
100% increase of profits, varied from industry to industry (Gould, 1995; Light, 1994).
For example, Reichheld (1994) and Gould (1995) found that there was an increased
profit by a maximum of 80% with retaining 5% of existing customers in the credit

card industry.

In addition to the monetary benefits gained from customer loyalty, non-monetary
benefits can also be enha.nced, like fulﬁlli;lg the customers’ present needs, reinforcing
the ability of service providers to predict customers’ future needs, and also improving
the ability of the critical resources allocation within the company (Kumar, 1999,
Sharp and Sharp, 1997). Therefore, it is important to have a deep understanding on

how to build up customer loyalty because it leads to higher profitability.

12 Customer Loyalty ina Service Perspective

Over the last two decades, the economy of Hong Kong and many advanced countries

shifted to a service-based economy. This was evidenced by the apparent growth of the

2



Chapter 1 Introduction

service industries in these developed countries. For example, the service sector
represented about 81.4% of the total employment' and 73% of the Gross Domestic
Product (GDP)? of United State in 2000. In the United Kingdom, the household
consumption expenditure in service industries incfeased steadily from 47.23% in 1998
to 48.57% in the same period of 1999°. It showed that customers were spending more
on services. The same situation was also found in Hong Kong: the services sector
contributed 87.04% of the total employment in 2000* and 85.4% of GDP in 1999°,
The recent growth of service industry and its high importance contributed to the
economy and triggered interest in studying customer loyalty from a service marketing

perspective (Chan et al., 1998; Shemwell and Cronin, 1995; Snyder, 1991).

Kandampully (1998) argued that “long-term superiority of a service firm is dictated
by the organization’s ability to maintain their relationship with the customer by
offering service loyalty” (p.431). Garbarino and Johnson (1999) hold a similar view
that service companies should pursue both relationship and transactional marketing
strategies simultaneously. The benefit would be that transactional marketing functions
could effectively satisfy most of the customers who were less concerned with
maintaining relationships with service providers, whereas the relationship programs
focused on further development of trust and loyalty from those customers who were
highly concerned with maintaining relationships with service providers. This shows
that the current service business places emphasis on maintaining long-term
relationship between customers and service providers. Therefore, further research is

needed to focus on measuring and explaining customer loyalty in the service sector

' Bureau of Labor Statistics, www.bls.rov/news.release/prin.tQ4.htm

? Bureau of Economic Analysis, www bea.doc.gov/bea/dn2/gpoc.htm

* Economic Trends: Annual Supplement 1999.

* hup:/fwww.sme.penzov.hk/chinese/smehk b c.htm

5 2000 Gross Domestic Product, Government of the Hong Kong Special Administrative Region.

3




Chapter 1 Introduction

(Kasper, 1988), known as Service Loyalty, in order to gain recognition for both

academic researchers and service organizations.

In the service industries, keeping customers and turning them into loyal customers are
critical business practices (Bowen, 1997; Crosby et al, 1990; Duffy, 1998; Lassar et
al., 2000; Narayandas et al., 1999, Olsen, 1993). Not only can such actions increasé
profit and market share, positive recommendations by existing customers can also
increase the- size of customer databases. (Kandampully, 1998; Kumar, 1999;

Shemwell et al., 1998).

Service companies have recently shifted their emphasis to retaiming existing
customers from attracting new customers (Guolla and Large, 1997; Sharp and Sharp,
1997; Storbacka et al, 1994). Indeed, searching only for new customers is insufficient
to achieve the goal of rria.rketing in the face of highly competitive markets, the major
thrust of marketing strategies should shift from customer acquisition to customer
loyalty (Hume, 1992; Shoemaker and Lewis, 1999). Because of the shift of
companies’ objective in the service sector, there is a need to identify what constitutes
a “loyal” customer and to identify what is the main factor that contributes the most to
service loyalty. As such, it is important to ensure accurate measurement of service
loyalty, which is supported by DeSouza (1992) who wrote: “if you can’t measure it —
you can't manage it (p.15) and Reichheld (1994) who stated: “...... nothing is real

unless it gets measured, as without measurement, there is no impetus to do better”

(p-25).

As customer retention is one of the critical components of a service marketing

strategy, the key to success in the service sector is careful management of sustainable
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service loyalty (Jain et al., 1987; Reichheld, 1994). As such, a detailed composition of
service loyalty and possible marketing actions to maintain or improve service loyaity
should be considered in the firm’s services marketing strategy (Keller, 1993; Nguyen

and LeBlanc, 1998; Yim and Kannan, 1999).

13  Aims of the Study

Though the importance of customer loyalty and its possible effects on the firm’s
performance have been discussed quite extensively (Caruana, 1999; Weun and
Trocchia, 1996}, there has been little empirical research designed to fully capture the
idea of customer loyalty in the service sector (Hallowell, 1996). Thus, the aims of the

present study are described as follows.

A. The first aim concerns the measurement of service loyalty. The measurement will
be based on behavioral, attitudinal as well as cognitive measures. As there is
relatively little empirical study on service loyalty with cognitive measures, this
helps the academic researchers and practicing marketers identify the essential

attributes for the measure of service loyalty, especially the cognitive attributes.

B. The second aim is to develop an integrated model of service loyalty by
investigating the relationship between perceived service quality and service
loyalty, with customer satisfaction as ar significant mediator between these two
variables. This provides to the researchers and practicing marketers a notion that
service loyalty should be assessed from perceived service quality through

customer satisfaction.
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C. The final aim concerns the investigation of two sets of elements of perceived
service quality, namely process-related and outcome-related, in assessing service
loyalty. It aims to investigate whether the possible impact. of two sets of elements
on perceived service quality will vary from process-based services to outcome-

based services, so as to highlight the importance of outcome-related elements in

evaluating perceived service quality.

14  Structure of the Study

The thesis is organized in six chapters. First, the significance of this stildy 1s discussed
in Chapter 2, in which research objectives are also described. Conceptual foundation
of customer loyalty, especially in the service sector, is reviewed in Chapter 3. In
addition, an integrated model of service loyalty is also proposed, in which the
relationships of service loyalty with perceived service quality and customer
satisfaction are discussed. Then, seven research hypotheses are stated at the last
section of the Chapter. Next, research design with the use of qualitative and
quantitative research methods is described in Chapter 4. It also describes the data
collection meihod of the survey and presents the descriptive statistics derived from the
collected data. In Chapter 5, research findings are discussed. Finally, a conclusion is
provided in Chapter 6, in which limitations of this study, implications for service

marketing practice and further research are also described.




Chapter 2 Research Scope and Research Objectives

21  Chapter Introduction

The research scope of this study mainly focuses on two areas.. The first scope focuses
on the conceptualization and application of customer loyalty in the service sector, as
well as on the measurement of service loyalty. The second one focuses on the
modification of service quality instrument with the incorporation of prpccss-related
and outcome-related elements. These two aspects relating to service loyalty and
perceived service quality are discussed in section 2.2 and 2.3 respectively. In section

2.4, research questions and research objectives of the present study are described.

22 Service Loyalty

Even though many researchers have studied loyalty to tangible goods, it is suggested
that the construct of loyalty to tangible goods should be different from that of loyalty
to intangible services (Gremler and Brown, 1996). As customer loyalty in the service
sector relies more on the development of relationship between customers and the
service firm when comparing with loyalty to tangible products, the findings in the
field of tangible product loyalty cannot be simply generalized to service loyalty
(Bloemer et al., 1999). So the concept of loyalty must be further explored to reflect
the phenomena in the service sector; however, little empirical research has been
designed to loyalty in the service context, and this area remains relatively

underdeveloped with two obvious research gaps. The first one is that there is no
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consensus on the identified antecedents of service loyalty. The second one is that the

operationalization of service loyalty is still ambiguous.

2.2.1 Antecedents of Service Loyalty

Although loyalty in the service sector has been discussed recently, there has little
empirical support in the usefulness of its antecedents (Caruana, 1999; Kumar, 1999).
According to the extant literature, the antecedents to brand loyalty toward tangible
goods have been clearly identified in many studies, e.g. Jacoby and Chestnut, (1978).
But, there is no evidence that such antecedents can be applied to services due to the
unique characteristics of services (Gremler and Brown, 1996). Thus, it lacks a strong
and systematic framework on service loyalty development (Blackwell et al., 1999;
Gremler and Brown, 1996; Jocoby and Chestnut, 1978). Therefore, it is worthwhile to
pay attention on developing the construct in the service sector with separate treatment

(Arora, 1993).

It has been argued that much of the research has only focused on assessing how
perceived service quality affects service loyalty (Oliver, 1980; Tarloy and Baker,
1994). This single flow of service loyalty formation from perceived service quality
seems to be too narrow. Development of service loyalty should be elaborated to
| include other factors, besides perceived service quality. Recently, customer
satisfaction is su)ggested to be one of the important antecedents to service loyalty
(Gotlieb et al., 1994; Gremler and Brown, 1996; Rowley, 2000). As suggested,
keeping customers satisfied is the aim of service organizations, ultimately gaining
loyalty from customers (Bhote, 1996; Kandampully, 1998). For example, Tarloy and
Baker (1994) viewed customer satisfaction as a variable to moderate the relationship

between perceived service quality and purchase intention. Mittal and Lassar (1998)

8
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had strongly emphasized that customer satisfaction could not be ignored, as

dissatisfied customers would switch to others who could provide similar products or

SEervices.

However, satisfaction should not be the only factor contributing to service loyalty
(Danaher and Mattsson, 1998; Yoon and Kim, 2000). Even when the customers are
satisfied with the service, they do not necessarily become loyal (Dubé et al., 1994,
Gremler and Brown, 1996; Oliver, 1999; Reichheld, 1994). Instead, both perceived
service quality and customer satisfaction are important to be used for assessing
service loyalty simultaneously (Danaher and Mattsson, 1998; Gauvin et al., 1998;
Lemon, 1996; Mittal and Lasser, 1998; Nguyen and LeBlanc, 1998; Shemwell et al.,

1998; Taylor and Baker, 1994; Zeithaml et al., 1996).

2.2.2 Measures of Service Loyalty

Recently, the operationalization of service loyalty still remains ambiguous, as a
number of conceptual measures of service loyalty have emerged in previous studies
(Bloemer et al., 1999; Rust and Williams, 1994). However, most of them only focused
on either behavioral measures (Bhote, 1996; Clark and Wood, 1998, Dawes and
Swailes, 1999; de Ruyter et al., 1999; DeSouza, 1992; Disney, 1999; Guolla and
Large, 1997; Hallowell, 1996; Kendﬁck, 1998; Loveman, 1998; Morgan and Dev,
1994; van Gorder, 1991; Zeithaml et al., 1996) or attitudinal measures (Bloemer et al.,

1999; Czepiel and Gilmore, 1987).

In addition, most of the studies on service loyalty were industry-specific studies and
failed to generalize to different service industries. For instance, different measures of

service loyalty were employed in airline industry (Ostrowski et al.,, 1993) and retail

9
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banking industry (Jain et al, 1987) respectively. The discrepancies of measures
among different service industries indicate the shortcomings in the measurement tool
for capturing the domain of service loyalty (Czepiel and Gilmore, 1987; Moon and
Kang, 1999). This makes marketers and researchers difficult to get the actual answer
about “what is customer loyalty” (Czepiel and Gilmore, 1987; Reichheld, 1994) or
“who is a loyal customer” (Goodwin and Gremler, 1996). So the urgent task is to
identify a reliable measurement tool that can be used for the later justification in

different service industries,

On the other hand, some researchers still employ only a few items for measuring
service loyalty in current years. For example, Dubé and Maute (1996) and Ostrowski
et al. (1993) only employed one to two items in measuring service loyalty.
Conceptually, de Ruyter et al. (1999) suggested that the operationalization of
customer loyalty should not be restricted to one or two items. In contrast, the
construct should include a range of relevant items that might be used for measuring
service loyalty. Consequently, service loyalty has been proved to be measured in
multi-items or multi-dimensions (Bloemer et al., 1999; Gremler and Brown, 1996;
Kumar et al., 1992). Thus, this study will try to gain further insight into the
measurement of service loyalty with multi-items so as to increase the construct

validity of service loyalty scale.

This study attempts to measure service loyalty by incorporating behavioral, attitudinal
and cognitive attributes. Comparing lwith the first two sets of attributes, only few
studies try to extend the concept of cognitive measures into the domain of service
loyalty perspective (Bloemer et al., 1999; Cauruana, 1999; Gremler and Brown,

1996). In fact, cognitive component of loyalty was initially used for the measurement

10
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of brand loyalty by Newman and Werbel (1973). Thus, efforts spent on exploring the

effectiveness of the cognitive component in measuring service loyalty are deserved.

Moreover, the present study tries to develop a conceptual model that can be applicable
across different service industries. It is because evidence is lacking for the
generalizability of studying perceived service quality in the development of service
loyalty. Therefore, the measure of service loyalty suggested in the recent literature
cannot be systematically investigated across different service settings (Bloemer et al.,
1999). As recommended by recent academic scholars, an ideal measure should able to
be generalized to different contexts (Blackwell et al., 1999; de Ruyter et al., 1999;

Garbarino and Johnson, 1999; Sharp and Sharp, 1997).

2.3 Perceived Service Quality

The second area of interest here is related to the measurement tool of service quality.
There is no doubt that the measurement model of service quality, named
SERVQUAL, has occupied a prominent position in the services marketing literature.
Until now, this instrument has been widely used to assess customer perceptions and
expectations of overall service quality for a variety of services (Lassar et al, 2000),
based on five generic dimensions: reliability, assurance, empathy, responsiveness and
tangibles (Parasuraman et al., 1985; 1988). Reliability refers to the ability to deliver
the promised service dependably and accuratety; Assurance refers to the knowiedge
and courtesy of service s_taff as well as their ability to inspire trust and confidence to
the customers; Empathy refers to the willingness to treat the customers as individuals

and to provide caring; Responsiveness refers to the willingness to help customers and

11
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provide prompt service; Tangibles refers to the dimension that focuses on the physical

elements of the service.

SERVQUAL with these five generic dimensions was basically used for measuring
service quality, but it. was criticized of its measurement approach and its

operationalization. These two criticisms are discussed in the following two sub-

sections respectively.

2.3.1 SERVQUAL versus SERVPERF

Recently, the perceptions-minus-expectations based SERVQUAL has been criticized
by many academic scholars (Buttie, 1996; Carman, 1990; Swan and Bowers, 1998).
Brown et al. (1992) and Ennew et al. (1993) concluded that there were serious
problems in conceptualizing service quality as a difference (perceptions-minus-
expectations) score because it was difficult to determine whether confirmation
/disconfirmation represented separate constructs or whethe.r satisfaction was directly
retated to the comparison of expectations with perceived performance. On the other
hand, Cronin and Taylor (1994) asserted that SERVQUAL could not fit in all kinds of
industries, for example, the scale failed to exhibit the predicted generic ‘five-factor
structure when it was used for evaluating the quality of services provided by tire
stores, placement centers and dental clinics. In addition, Crompton and Love (1995)
compared seven different approaches for service quality measurement in evaluating
quality of festival service, they concluded that the least valid was the disconfirmation-
based approach in using to explain the variations in the measure of service quality.

These unsolved questions challenged the usefulness of SERVQUAL.

12
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Due to the above criticisms, SERVPERF (Cronin and Taylor, 1992), which is a
performance based service quality measurement with the items similar to
SERVQAUL, has been proposed as an altemative measurement tool for service
quality {(Cronin and Taylor, 1994; Crompton and Love, 1995). According to the study
of Crompton and Love (1995), the best predictor of service quality is the
performance-based approach. In fact, performance scores alone are more meaningfui
measures than gap scores (the disconfirmation-based approach) because customers
mostly perceive expectation as the same term as performance and thus making no
substantial difference between these two terms (Kivela et al., 1999). Therefore, the
approach of performance-based SERVPERF is adopted for measuring perceived

service quality in this study.

2.3.2 Process-Related and OQutcome-Related Elements in the Scale

Despite the popularity of SERVQUAL and SERVPEREF, these instruments have been
challenged that service quality should not be only measured in terms of the five
generic dimensions defined by Parasuraman et al. (1985; 1988). Either SERVQUAL
or SERVPERF is strongly criticized that it is mainly focused on process quality (i.e.
reliability, assurance, empathy and responsiveness), but ignores the importance of
outcome quality (i.e. tangibles) (Kivela et al., 1999; Lassar et al., 2000; Luk, 1999,
Powpaka, 1996; Smith, 1999; Stank et al., 1999). For example, the appearance and
taste of the food provided (outcomes) are relatively critical for customers to evaluate
the service quality of catering service (Powpaka, 1996), and thus SERVQUAL seems
to be not relevant to measure service quality of catering service. Similarly, Bojanic
and Rosen (1994) found that the tangibles or outcome dimension was especially

important for forming customers’ expectations in patronizing the restaurant.
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As suggested by Kivela et al. (1999), SERVQUAL failed to assess the customers’
perceptions on the food quality in restaurant and catering services. In addition, Lassar
et al. (2000) reported that the five-factor SERVQUAL model was poor on predicting
customer satisfaction in the banking service industry, due to the lack of items
addressing the outcomes received by customers. According to the extant literature,
SERVQUAL only simply expresses the process-related service quality (Grénroos,
1984). So that, SERVQUAL is not the only one, and also not the best measurement
tool for assessing service quality of various service industries, especially the outcome-

based services, like hospitality services (Powpaka, 1996).

Thus, this encourages the development of alternative instruments in measuring service
quality by modifying the original SERVQUAL. For instance, DINESERYV (Stevens et
al., 1995) is constructed for adopting in the fine-dining service, or LODGSERV
(Knutson et al., 1991) is constructed for adopting in the lodging or hotel service.
Recently, Stank et al. (1999) further proposed that service quality should be measured
by two sets of elements separately for the fast food industry: operational-related
elements and relational-related elements, instead of measuring the overall service
quality with a standard SERVQUAL scale. Operational-related elements are those
activities that can contribute to consistent quality, productivity and efficiency,
whereas relational-related elements are those activities that can enhance the close

relationship with customers so as to gain better understand on their needs and

expectations (Stank et al., 1999).

Similar to the idea of Stank et al. (1999), this study attempts to measure service
quality by incorporating two sets of elements: process-related and outcome-related.

Process-related elements concern the manner of interactions between customer and

14
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service provider whereas outcome-related elements concern the received actual
outcomes as well as the provided physical evidences from the service transactions
(Luk, 1999). In Luk’s (1999) study on room service quality with the use of
SERVPERF approach, customer satisfaction was created on the basis of the actual
outcome received as well as the quality of the service delivery process. This supports
the idea of utilizing both sets of elements (procesé—related vs. outcome-related)

simultaneously for evaluating the quality of services.

With this measurement, the different effects of two kinds of service quality elements
on service loyalty will be investigated. There appears to be no study to address the
effects of perceived service quality incorporating process-related and outcome-related
elements in the linkage of the service loyalty development. So the present study has
significant research and managerial implications for understanding the differences on
the service loyalty development between process-based service industry and outcome-

based service industry.

24 Research Questions and Research Objectives

The first research question for investigation in this study is:
Question 1: Is the measurement of service lovalty conceived with behavioral,

attitudinal and cognitive attributes?

Thus, the primary objective of this study is to develop a measure of service loyalty

incorporating behavioral, attitudinal as well as cognitive attributes, using two services

15
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for investigation. It also serves to identify the possible impact of behavioral,

attitudinal and cognitive attributes on the creation and development of service loyalty.

The second research question for investigation in this study is:
Question 2: Is customer satisfaction a significant mediator on the relationship

between perceived service quality and service loyalty?

Thus, the second objective of this study is to investigate the relationship between
perceived service quality and service loyalty, with customer satisfaction as a
mediator, and then to compare the magnitude of impacts of perceived service quality
and customer satisfaction on service loyalty. On the other hand, the direct effect of
perceived service quality on service loyalty will be compared with its indirect effect
on service loyalty via customer satisfaction, so as to investigate the enhancing effect

of customer satisfaction from perceived service quality on service loyalty.

Another research question of the present study aims to answer is:
Question 3: Is there any significant difference in the formation of service loyalty

between process-based services and outcome-based services?

Thus, the final objective of this study is to investigate the different effects of process-
related elements and outcome-related elements in measuring perceive service quality,
across two different types of service, process-based services and outcome-based
services. On the other hand, it also examines the differences in creating service
loyalty between process-based services and outcome-based services. This purpose
aims to provide an int.ermediate step in understanding the complex relationship

between service quality and service loyalty in different service industries.
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3.1  Chapter Introduction

“Customer loyalty” i1s a general term referring to the loyalty level of customer toward
“something”, that can be a product, a service or an arbitrary brand name. Literature is
first reviewed in section 3.2 to distinguish service loyalty from other types of
customer loyalty on the basis of the classification suggested by Dick and Basu (1994).
Then, there is an in-depth discussion on the evolution of the conceptualization and
measurement of service loyalty in section 3.3. After that, the definition of service
loyalty in this study is derived and given in section 3.4. In section 3.5, eight attributes
are identified in terms of behavioral, attitudinal as well as cognitive attributes based
on the extant literature review and the underlying rationale is also discussed. In
section 3.6, the proposed conceptual framework is developed and justified through
discussing the notion that perceived service quality and customer satisfaction should
behave as two distinct constructs. Then, argument on the direction of impact between
perceived service quality and customer satisfaction is discussed. After that, section 3.6
also provides supportive evidence on the positive relationships among perceived
service quality, customer satisfaction and service loyalty. In addition, it describes an
integrated conceptual model of service loyalty, which postulates the relationships of
service loyalty with its two antecedents, perceived service quality and customer
satisfaction. After an integrated model of service loyalty is proposed, seven research
hypotheses of this study derived from the proposed model are stated in section 3.7 for

running tests in later analysis. Finally, section 3.8 gives a brief summary of this

Chapter.
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Table 3.1:  Summary of Recent Studies on Customer Loyalty
Author(s) Antecedent(s) Dimension(s) Focus
Snyder (1986)  -- Behavioral & Service Loyalty on Hairstylist,
Attitudinal Expensive restaurant, Fast Food

restaurant, Budget motel, Auto repair
shop, Full service gas station, Dry
cleaner, Full service car wash

Ostrowski et Service Quality Behavioral Service Loyalty on Commercial

al, (1993) Airline Industry

Dick and Basu  Cognitive, Affective Behavioral & Conceptual Framework with both

(1994) & Conative (11 Attitudinal brand or service related

antecedents) consequences

Uncles et al. -- Behavioral Brand Loyalty on 310 different

(1994) brands

East et al. - Behavioral Store Loyalty on Supermarkets

(1993)

Knox and Brand Involvement  Behavioral & Brand Loyalty on Grocery Markets

Walker (1995) Afttitudinal

Andreassen Corporate Image Behavioral Service Loyalty on Package Tour

and Lindestad  and Customer Industry

(1998b) Satisfaction

Bloemer et al. Service Quality Behavioral, Service Loyalty on Entertainment,

(1999) Attitudinal & Fast Food, Supermarkets and Health

Cognitive Care Services

de Ruyteretal. Service Quality Behavioral Service Loyalty on Restaurants,

(1999) Banking, Health Care, Shops,
Government, Public Transportation

Stank et al. Customer Behavioral & Service Loyalty on Fast Food Service

(1999) Satisfaction Attitudinal

In the early customer loyalty literature, numerous measures emerged, for example,

Jacoby and Chestnut (1978) cited nearly 53 measures of loyalty. Thus, those measures

are proposed to act as a benchmark of loyalty measures in the service sector. In fact,

various scales on customer loyalty are available, regardless of being in the service

sector or tangible product. Table 3.1 lists a part of recent studies that worked on
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developing or replicating the measurement of customer loyalty on various service

industries or brands of tangible goods.

3.2 Classification of Customer Loyalty

Customer loyalty seems to be a collective term that is simply defined as a favorable
attitude and tendency of customer to continue a rational relationship based on past
experience (Czepiel and Gilmdre, 1992). This implies the loyalty should be e-xpressed
toward the whole buying process, including the interactions between customer and
company, between customer and external environment and so on. However, this
causes confusion in the definition of “customer loyalty”, and makes the measurement
become unclear (Moon and Kang, 1999). Typically, customer loyalty can be classified
into four types on the basis of the status of an entity (Dick and Basu, 1994). They are

brand loyalty, store loyalty, vendor loyalty and service loyalty.

However, brand loyalty is still confused with service loyalty as most of the
researchers often raise a common question like: “how are brand and service loyalty
different? " (Javalgi and Moberg, 1997, p.166). In the brand loyalty literature, brand
| loyalty usually refers to the loyalty toward both products and services on the basis of
the brand name (Fournier, 1998; Javalgi and Moberg, 1997). Thus, according to
Snyder’s (1991) idea, the simple difference between brand loyalty and service loyalty
is the object on which the customers express their loyalty. The object of brand loyalty
is only the brand name, while the object of service loyalty is the service company or a

particular working staff who interacts with the customers.
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Except the confusion between brand loyalty and service loyalty, it seems that other
types of customer loyalty can be clearly differentiated. Consequently, the following is
the distinction among these four types on the basis of their simple definitions with

loyalty (Dick and Basu, 1994):

Brand loyalty means the relationship between an individual’s relative attitude

and repetition behavior toward a brand of product.

Store loyalty means the relationship between an individual’s relative attitude

and repetition behavior toward a store or branch.

Vendor loyalty means the relationship between an individual’s relative attitude
and repetition behavior toward a seller or supplier, this term is usually used in

the organizational level, so it is also known as buyer-seller relationship.

Service loyalty means the relationship between an individual’s relative attitude

and repetition behavior toward the service staff or service organization.

Under these circumstances, service loyalty is different from other types of loyalty and
it should be measured with different scales from that used in other types (Snyder,
1991). Therefore, the apparent differences addressed here are noteworthy to develop a

systematic service loyalty measure specifically based on the current knowledge of

customer loyalty.
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3.3 Evolution of the Conceptualization and Measurement of Service

Loyalty

Evolution of the conceptualization and measurement of service loyalty can be

classified into three phases.

3.3.1 Phase I: Single measure with either behavioral or attitudinal

attributes
In phase I, researchers mostly defined service loyalty in term of either repurchase
behavior or favorable attitude of customer, and thus the common way to measure

service loyalty was only based on single measure, either behavioral or attitudinal

measure.

In the early literature, researchers and marketers simply defined loyalty as a behavior
of customer (Jacoby and Chestnut, 1978; Tucker, 1964). In such behavioral measure
of loyalty, customers showed their loyalty by repeating their purchase with substantial
amount of money toward the same object. For example, Cunningham (1956) defined
loyalty as “'90% or more of a family’s purchases have been concentrated on a single
brand over three whole years” (p.116). Thus, customer retention with repetitive

purchase in terms of volume and value was an important measure of loyalty in the

1950s.

However, researchers criticize that the domain of service loyalty should conceptually
go beyond the customers’ behavioral intention, as there is a problem of tnaccuracy

when relying on behavioral measures for measuring service loyalty (Kasper, 1988;
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McGoldrick and Andre, 1997; O’Malley, 1998; Oliva et al., 1992). It is because
repetitive purchase behavior can be induced by other situational factors (Dick and
Basu, 1994; Sandell, 1968) or marketing variables (Kumar, et al., 1992). For example,
a customer keeps repetitively purchasing may be merely lack of the knowledge about
available alternatives (Jain et al., 1987) or the switching cost to other alternatives is
very high (Bejou and Palmer, 1998). So the customer is forced to continue
consumption oﬁ the services provided by the same provider if there is an urgent need
of the product or service, even though he/she is not satisfied with it. On the other
hand, such repurchasing behavior may be resuited from only inertia (Bejou and
Palmer, 1998) or happenstance buying or a preference for convenience (Oliver, 1999).
Therefore, behavioral measures are insufficient for measuring service loyalty (Dick
and Basu, 1994; Knox and Walker, 1995, McGoldrick and Andre, 1997). However,
the situational factors will not be explored in this study because it is impossible to
incorporate all unexpected situational factors in a conceptual model. In addition, it is
advisable to derive parsimonious model that is able to explain a significant amount of

variance with relatively few constructs in the proposed model (Gotlieb et al., 1994).

Therefore, behavioral measures often nise the problem of “spurious loyalty” which
means loyalty is resulted from the situational factors rather than the behavioral factors
(Blackwell et al., 1999; Dick and Basu, 1994). Jain et al. (1987) indicated that even
frequent users of I;Janking services still had a tendency not to be loyal to a particular
bank. The main reason was that those heavy users were sensitive to the fluctuation of
interest rates and mostly concerned dn the convenience aspect such as banking hours.

Consequently, these behavioral measures cannot fully explain how service loyalty is

developed.

22



Chapter 3 Literature Review

It is especially true that customer loyalty in a service context cannot be solely
explained by behavioral attributes. Due to the challenges of the service characteristics:
intangibility, heterogeneity, inseparability and perishability, customers find it difficult
to evaluate a particular service (Zeithaml, 1981). Thus, customers will mostly base on
their ‘subjective and emotional attitudes toward the service providers or service
companies for evaluation (Gremler and Brown, 1996; Kandampully, 1998). In other
words, it is obviously difficult to determine whether a customer is loyal or not by only
measuring his/her repeat purchase behavioral pattern, without understahding his/her
attitude toward the consumed company. So that, this implies a measure of service

loyalty should be included the attitudinal attributes rather than merely the behavioral

attributes (Czepiel and Gilmore, 1987).

Guest (1944} was among the first to define loyalty as the consistent preference over
years of an individual. Tehrani (1995) argued that near 75% of the customers’
purchasing decision was based on their own attitude and emotion. Similarly,
Andreassen and Linderstad (1998a) showed that high level of loyalty was mostly
determined on the basis of the customers’ positive attitude toward the company. All of

them showed that attitudinal attributes were important to measure loyalty.

But note that only attitudinal measures are also insufficient for measuring service
loyalty. It is because attitudinal measures are oversimplified to assume that
dissatisfied customers will switch to other alternatives and satisfied customers with
positive attitude will remain loyal (Kasper, 1988; O’Malley, 1998). But, in the real
world, it is found that customers with positive attitude toward the service company
will still switch out (Reichheld, 1994). The main reason is that the link between

customers’ words and their actions is still questionable. As suggested by Reichheld
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(1994): “in most businesses, 60%-80% of customer defectors said that they were
‘satisfied’ or ‘very satisfied’ on the last satisfaction survey prior to their defection!”
(p-13). _On the other hand, attitudinal measures incur the problem of unreliability or
self-reported bias in measuring service loyalty (Kumar et al., 1992). Thus, it seems
that service loyalty cannot be defined, explained or measured by using either

behavioral or attitudinal measures only (O’Malley, 1998).

3.3.2 Phase II: Composite measures with both behavioral and attitudinal

attributes
Because of the above criticisms, researchers started to utilize behavioral and
attitudinal attributes in measuring service loyalty in the 1990s (Czepiel and Gilmore,
1992; Dick and Basu, 1994; East et al., 1998; Hallowell, 1996; Jacoby and Chestnut,
1978, Javalgi and Moberg, 1997, Kumar et al., 1992; Snyder, 1986; Snyder, 1991,
Tranberg and Hansen, 1986). Thus, in phase II, a combined method with both
behavioral and attitudinal measures was preferred so as to overcome the measurement
errors that had been identified in using single type of measure. As advocated by
Snyder (1986), a combined method can (1) reduce any spurious loyalty, (2) be a more

sensitive measure of loyalty, and (3) have higher degrees of reliability and construct

validity.

Typically, Dick and Basu (1994) emphasize that true sustainable loyalty can only be
attained when customers express a high level of positive attitude toward the object,
together with high level of repeat patronage behavior. Otherwise, they only express
the status of “spurious loyalty” (low relative positive attitude and high repeat
patronage behavior) or “latent loyalty” (high relative positive attitude and low repeat

patronage behavior) as shown in Figure 3.1 (Dick and Basu, 1994). “Spurious
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loyalty” refers to the fact that customers only behave with repeat patronage pattern
but do not attach with a positive attitude toward the object, whereas “latent loyalty”

refers to the fact that customers only reflect a positive attitude toward the object but

do not behave with repeat patronage pattern.

Repeat Patronage
High Low
High True
. Latent
Sustainable
Loyalty Loyalty
Relative Positive Attitude
Spurious No
Loyalty Loyalty
Low

Figure 3.1:  Categories of Service Loyalty
Source: Adapted from Dick, Alan S. and Basu, Kunal “Customer loyalty: Toward an integrated

conceptual framework”, Journal of the Academy of Marketing Science, Vol.22, No.2, 1994, p101.

Besides that, scholars such as Knox and Walker (1995) had measured loyalty with
both attitudinal attributes and behavioral outcomes. They claimed that composite
measures of loyalty construct could tmly capture the underlying dimensions. In
addition, Moon and Kang (1999) focused on behavioral measures as primary
components for measuring loyalty and used attitudinal measures as secondary
components to support the primary components so as to screen out any “‘spurious
loyal” customers. The need of measuring service loyalty with composite measures is

strongly emphasized by the recent researchers.
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3A.3.3 Phase III: Composite measures by adding cognitive attributes

In addition to behavioral and attitudinal measures of service loyalty, “cognitive”
measures are included to measure service loyalty recently (Gremler and Brown,
1996). In the consumer behavior literature, “cognition” is conceptually different from
“attitude” (Loudon and Della Bitta, 1993). The former relates to the actual and
accumulative knowledge or belief about the service that is stored in the customer’s
memory, so as to interpret the incoming stimuli for making a purchase decision. The
later is viewed as the feeling on service transactions (i.e. how positive or negative,
favorable or unfavbrab!e toward the service). When applying to study service loyalty,
cognitive loyalty refers to the loyalty toward the service that is the first one comes to
the customer’s mind in making decision, close to the meaning of intuition (Bloemer et
al, 1999; Schmid, 1997). For example, if a customer is loyal to restaurant A, he will
immediately and cognitively think of restaurant A when he needs to have dinner and
he will undoubtedly take action to go there for dining. In contra;t, attitudinal loyalty
refers to the response to an object that leamed from accumulated experiences of
several transactions (Loudon and Della Bitta, 1993). However, both are important to
be included in the conscious decision making process for evaluation of the

alternatives before a purchase is made (Caruana, 1999).

Therefore, the meaning of composirte measures has been changed in recent years.
Gremier and Brown (1996) define service loyalty as “the degree to which a customer
exhibits repeat purchasing behavior from a service provider, possesses a positive
attitudinal disposition toward the provider, and considers using only this provider
when a need for this service arises” (p.173), suggesting the composite measure of

service loyalty should consist of three kinds of attributes: namely behavioral,

attitudinal and cognitive attributes.
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According to the conceptualized framework of Oliver (1999), loyalty (i.e. brand
loyalty) should be déveloped in a sequence of *“cognition-affect-conation” pattern. It
shows that customers will first come in a stage called “cognitive loyalty”, in which
customers become loyal in a sense of cognitton on the basis of prior knowledge or
belief on the brand. Then, after several usage or interactions, a favorable attitude
toward the brand will be developed on the basis of accumulative satisfaction in a stage-
of “affective loyalty”. The next stage of developing loyalty is the conative stage, in
which customers will hold strong commitment to have repurchase intention and to
avoid any persuasion from other altematives. Ultimately, the repurchase intention will
be realized into action. Thus, this conceptualized framework suggests that analysis of
loyalty requires to assess customer beliefs (cognition), affection (attitude) and

repurchase action (behavior) simultaneously.

In fact, most researchers support that cognitive attributes should be conceptually
added for measuring service loyalty as a truly loyal customer does not seriously
cons.ider other alternative service companies when making subsequent purchases
(Caruana, 1999, Gremler and Brown, 1996; Ostrowski et al., 1993). Therefore,
behavioral, attitudinal as well as cognitive, arc currently recommended to be

comprised as a construct for measuring service loyality.

3.4  Definition of Service Loyalty

Based on the conceptual ideas of Caruana (1999), and Gremler and Brown (1996),

service loyalty in this study is defined as:
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The willingness of customers to consistently re-patronize the same service
provider/service company, that is the first choice among alternatives, thereby
complying with actual behavioral outcomes and attaching with favorable
attitude and cognition, regardless of any situational influences and marketing

. efforts made to induce switching behavior.

However, service loyalty mentioned in this study does not imply the meaning of
100% loyalty or absolute loyalty because very few customers will have absolute
loyalty toward a single service provider in reality (Dholakia, 1997; Latham, 1993;
O’Malley, 1998; Oster, 1993; Sharp and Sharp, 1997). Take an example of retail
banking industry, most people have more than one saving account or credit card. This
shows that customers do not keep relationship with only one service provider, but
they usually form a network with several service providers depending on their needs
(Goodwin and Gremler, 1996). In addition, the idea of 100% loyalty will cause
problems in measurement, as it is impossible to measure the entire expenditure of a
customer spent on single service consistently. As a result, “polygamous loyalty”
(Dowling and Uncles, 1§97) is used to describe the situation of service loyalty in
recent years, instead of using “100% loyalty”. O’Malley (1998) provides a clear
definition of this terminology: “polygamous loyalty means the customers are rather
to have a repertoire of two or three brands within any category from which they
regularly buy’ (p.49). Certainly, this study will not strictly target on the samples with

only “100% loyalty”, the situation of “polygamous loyalty” is also applied.

In addition, the servicé loyalty defined here wili exclude the meaning of “iocking-in”

customers or “membership” by forcing them to continue the consumption relationship
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(Barnes, 1994). Therefore, the formation of service loyalty in this study must satisfy
three conditions stated by Barnes (1994) as (1) customers should have strong desire
for the service continuously or periodically; (2) customers should have freedom to
choose their favorite service provider or service company; (3) there should have more

than one service providers or service companies within the same service industry.

3.5 Attributes of Service Loyalty

Based on the literature review, this study identifies eight attributes in terms of
behavioral, attitudinal and cognitive attributes, they are repeat purchase behavior,
word of mouth recommendation, period of usage, price tolerance, repeat purchase
intention, preference, choice reduction behavior and first-in-mind respectively. In the
following sub-sections, eight attributes of service loyalty are discussed one by one

with the rationale behind why they are chosen as major measures in this study.

3.5.1 Repeat Purchase Behavior

This indicator is the most common and frequently used in measuning customer loyalty
(Andreassen and Lanseng, 1997; Blackwell et al., 1999; Danaher and Mattsson, 1998;
Garbarino and Johnson, 1999; Guolla and Large, 1997; Loveman, 1998; Reynolds et
al., 1974; Uncles et. al., 1994). In fact, consistent repeat purchase on an entity is one
kind of “loyalty-prone” purchasing behavior (Cunningham, 1956). In the study of
Bloemer and Kasper (1995) on assessing brand loyalty of blank audio cassettes and
shampoo with a single measure of repeat purchase behavior, the repeat purchase
behavior was proved to be a good measure of brand loyalty as it was highly correlated

with brand loyalty (r = 0.82 and r = 0.80 respectively). Therefore, due to its frequently
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use and high correlation with brand loyalty measurement, repeat purchase is proposed

to be reliable in measuring service loyalty.

3.5.2 Word of Mouth

Together with the repeat purchase behavior, word-of-mouth are comprised as two
main categories within the comprehensive behavioral taxonomy for measuring loyalty
(de Ruyter et al. 1999). “Word-of-mouth™ is similar to referrals and recommending or
encouraging others to purchase through any common means such as personal contact,
electronic mail and telephone (Crosby, 1991; Danaher and Mattsson, 1998; Guolla

and Large, 1997; Loveman, 1998; Lu and Luk, 1999; Nguyen and LeBlanc, 1998,

Soderlund, 1998).

This measure is important to determine the customer is loyal or not as most
researchers result that loyalty will cause customers willing to prrovide positive word-
of-mouth {(Andreassen and Lindestad, 1998; Kandampully, 1998; Oliver, 1980). For
instance, Gould (1995) stated: “Loyal customer is defined as those who not only
gladly use the services but they are so pleased with them that they tell other people
about them” (p.16). Similarly, Goodwin and Gremler (1996} defined loyalty as
“recommending the provider to others” (p.261). Specifically, Shoemaker and Lewis
(1999) found that 20% of the loyél customers would recommend the hotels,. which
they were loyal to, to their friends or colleagues. They also found that, in average,
each loyal customer would go out to spread his/her feeling about his/her loyal hotels

o 12 people. In the similar vein, Stevens et al. (1995) reported that 44% of the

customers who went to a restaurant for the first time was because of the

recommendation from others.
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Besides the external communication of customers to others about the service (i.e.
recommendation or referral), “word-of-mouth” also refers to internal communication
of customers to the service staff. It is believed that loyal customers are likely to give
positive feedback to the service company, especially when they are satisfied with the
service. Soderlund (1998) claimed that customers for dining services in restaurant and
other lodging services are likely to give compliments (positive feedback) rather than
complaints (negative feedback). Consequently, giving positive feedback is one of the
behavioral outcomes of service loyalty. Indeed, compliments from customers can
stimulate further improvement on strengthening the relationship of service staff with
customers as they are willing to point out which area the service provided needs to be
improved (Andreassen, 1999, de Ruyter et al., 1999; Tax et al., 1998; Zeithaml et al.,

1996).

3.5.3 Period of Usage

Period of usage means the length of time intervél in which a customer keeps
consuming the service from a particular service provider continuously. According to
the customer loyalty literature, it is also ﬁ common measure for assessing customer
loyalty (Hallowell, 1996; Kendrick, 1998; Rust and Williams, 1994). The main reason
is that this measure can reflect the real. situation of customer’s consumption pattern
from the same sewice provider. Basically, this measure can be referred as a time
dimension (Reynolds et al., 1974). Therefore, the inclusion of such time dimension

can emphasize the long-term charactenstic of service loyalty.

3.5.4 Price Tolerance
Although researchers have identified that price reduction could induce customers’

switching behavior to the low priced brand (Dick and Basu, 1994; Halinen, 1996;
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Morgan and Dev, 1994; Yim and Kannan, 1999), some customers will remain loyal
even the price offered by the same firm increases, and are willing to pay the premium
(de Ruyter et al.,, 1999; Morgan and Dev, 1994; Yoon and Kim, 2000). So price
reduction appears to be effective only when the customer has low level of loyalty
(Cunningham, 1956). The reason may be the perceived risk or cost in switching to
other alternatives of a loyal customer is very high, so he/she is more preferred to pay a
higher price to avoid the risk of any change (Bejou and Palmer, 1998). Another reason
may be that customers often attach high quality with a high price (Stevens et al.,
1995). For example, in the restaurant context, customers who prefer good dining
quality may be less price-sensitive, but they are more sensitive to the change of

quality (Kivela et al;, 1999).

Indeed, pricing factor is not the main concern of the customers for the dining service
in moderate-price restaurants. Hume (1992) suggested that the attribute of price only
ranked No. 7 in respondents’ desires from restaurants among 11 attributes, following
by cleanliness, food quality, freshness of ingredients, friendly staff, timely service and
comfortable atmosphere. Therefore, this shows that customers do not place great
concern on the price factor and implies that an absolute price increase does not
automatically induce the switching behavior of customers. Therefore, service loyalty
makes customers more price insensitive or have a higher level of price tolerant,
because loyalty can discourage customers to have price comparison with others and to
avoid shopping around (de Ruyter et al, 1999; Goodwin and Gremler, 1996,

Gronroos, 1994; Johnson, 1998; Kumar, 1999; Stank et al., 1999).
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355 Repeat Purchase Intention

Generally, service loyalty is mostly referred as the extent of repeat purchase intention
from the same service provider (Hubbert et al,, 1996; Séderlund, 1998). Repeat
purchase intention is different from the repeat purchase behavior mentioned before.
The former refers to willingness of customers to consume the service from the same
service provider again, but it does not consider whether they have realized such
willingness or not. In contrast, the later considers the actual behavior that the
customers committed in the past. Combining these two attributes can have advantage
on knowing the customers’ behavioral pattern of regularity on repetitive consumption

of the service.

Repeat purchase intention together with repeat purchase behavior are similar to the
overall concept of commitment (Barnes, 1994; Goodwin and Gremler, 1996;
Storbacka et al., 1994), which is composed of behavioral aspect and attitudinal aspect,
named instrumental commitment and attitudinal commitment respectively (Dorsch et
al., 1998; Halinen, 1996). The instrumental commitment, also called continuance
commitment (Fullerton, 1999; Shemwell et al., 1998), refers to the behaviors of
customers resulting from the creation of relationship with the service provider, such
as spending more money or frequent purchase. The attitudinal commitment, also
known as affective commitment (Fullerton, 1999; Shemwell et al., 1998), refers to the
customers’ intention to maintain a stable relationship with the service provider, as
well as the intention to repetitive purchase from the same service provider. Thus, In
this study, both repeat purchase intention as well as repeat purchase behavior is going
to reflect the commitment level of customers, that is important for the measurement of

service loyalty (Dorsch et al., 1998; Garbarino and Johnson, 1999; Yoon and Kim,

2000).

33



Chapter 3 Literature Review

3.5.6 Preference

Customer preference is a typical attitudinal attribute for measuring service loyaity
(Bloemer et al., 1999; Day, 1969; Gremler and Brown, 1996). Consistent with the
concept of Dick and Basu (1994), “true” loyalty can be attained only when the
customer expresses a high level of positive attitude or strong positive prefereﬁce
(O’Malley, 1998) as well as high repeat patronage on the entity. Similarly, Zeithaml
et al. (1996) suggested that loyalty should be evident by expressing preference over
others. Therefore, it is advisable to have a measure of knowing the customer’s

preference on the service provider or service company in this study.

3.5.7 Choice Reduction Behavior

In the study of Tucker (1964) on brand loyalty, loyalty was termed as “biased choice
behavior”. On the other hand, Sheth and Parvatiyar (1995) claimed that choice
reduction behavior was a resultant behavior of service loyalty in making decision of
consuming service. Gremler and Brown (1996) also suggested that a customer who
was extremely loyal toward a brand would not seriously or actively seek for other
altematives. Similarly, Dick and Basu (1994) claimed that the reductive motivation to
search for information should be one of the consequences of customer loyalty. It was
because customers with high level of loyalty would appear to have little search
motivation, and hence eventually reduced the number of choices rin their evoked set,
theoretical not more than three (East et al.,, 1998; Goodwin and Gremler, 1996;
Kandampully, 1998; Oliver, 1999; Sheth and Parvatiyar, 1995). This means that
unless customers are committed to reduce the number of alternatives in their choice

set, they cannot be thought of having high level of loyalty.
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35.8 First-in-mind

This measure is extended from the concept of choice reductiqn behavior. Consistent
with the meaning of choice reduction behavior, the extremely loyal customers will be
ideally limited to only one choice (i.e. service provider or service company) that
should be the first choice in the customers’ minds (Ostrowski et al., 1993). So it is
considered as one of the cognitive attributes (Bloemer et al, 1999; Schmid, 1997). For
the hospitality service, loyalty is strongly emphasized as the likelihood of customers’
referring as “their restaurant” or “their hotel” that is the first come in the mind (Dick
and Basu, 1994; Oliver, 1999, Shoemaker and Lewis, 1999). The rationale behind is
that loyal customers usually hold a strong commitment toward specific service
provider that they think the service provided is superior. Therefore, service loyalty
can be defined as the degree to which a customer considers using the service provider

who is the first in his/her mind (Caruana, 1999).

3.6 Conceptual Framework

In this section, the proposed conceptual framework is developed and justified. It
postulates the relationships of service loyalty with its two antecedents, perceived
service quality and customer satisfaction. Then, hypotheses derived from the proﬁosed
model will be highlighted in the next section. In the following subsections,
discussions focus on three aspects: 1) perceived service quality and customer
éatisfaction should behave as two distinct constructs; 2) direction of impact between
perceived service quality and customer satisfaction; and 3) the positive relationships
among perceived service quality, customer satisfaction and service loyalty. After that,

an integrated conceptual model of service loyalty is described.
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3.6.1 Perceived Service Quality and Customer Satisfaction Behave as

Two Different Constructs

Extant literature emphasizes that perceived service quality and customer satisfaction
are most likely to be two distinct constructs (McDougall and Levesque, 2000; Taylor
and Baker, 1994). Regarding the distinction between customer satisfaction and service
quality, Dabholkar (1993) reviewed the relevant literature to discuss the differences
between two constructs in terms of 1) discomfirmation, ii) cognitive versus affective

perspective, and 1i1) transactional versus global perspective.

For the discomfirmation paradigm, Dabholkar (1993) claimed that service quality was
evaluated on the basis of the gap model between perception and expectation
(Parasuraman et al., 1985) while customer satisfaction was mainly evaluated on the
basis of perception only. However, recent literature argued that service quality was
more likely to be evaluated on perception only, like SERVPERF (Cronin and Taylor,
1992), so there was no significant difference on the evaluation between service

quality and customer satisfaction in term of discomfirmation paradigm.

For the separation from cognitive and affective perspective, Dabholkar (1993)
suggested that service quality should be viewed in a cognitive manner, as perceptions
about service quality were attribute-based. On the other hand, customer satisfaction
was partly or totally affective because it was mainly described as post-purchase affect

(La Tour and Peat, 1979) and it should be operationalized as the feeling about the past

experience.
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Comparatively, it is more understandable to differentiate these two constructs on the
basis of transactional versus global perspective. Dabholkar (1993) strongly
emphasized that these two constructs could be easily differentiated if one of them was
measured at the transactional level and the other was measured at the global level.
According to this paradigm, perceived service quality should be evaluated for a given
purchase experience, whereas customer satisfaction should be measured in the overall
global sense (Woodside et al., 1989). This approach is suggested to be much better in
describing and predicting customer loyalty (Johnson, 1998), and thus, it is adopted for

the present study.

3.6.2 Causal Relationships between Perceived Service Quality and

Customer Satisfaction
For the causal relationship between service quality and customer satisfaction, there
has been still considerable debate in recent years (Bitner, 1990; Brady and Robertson, A
2001; Chenet et al., 1999; Kivela et al., 1999; Nguyen and LeBlanc, 1998; Shemwell
et al., 1998; Storbacka et al., 1994; Zeithaml et al., 1993). Dabholkar (1995) indicated
that the‘causal relationship between service quality and customer satisfaction was
different under different service situations, mainly depending on the service type and
customer type. For example, if customers are cognitively oriented, they will be more
likely to evaluate the quality of service first and then follow with satisfaction
judgment. Alternatively, for those who are affective-oriented or more emotional In
making decision, they will be expected to first experience satisfaction with the service

or service provider before an evaluation of service quality.

Therefore, this conflicting debate forms two schools. For those researchers support

the linkage: service quality — customer satisfaction, they claim that customer
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satisfaction should be the result of high level of perceived service quality (Caruana,
1999; Cronin and Taylor, 1992; Guolla and Large, 1997, Lassar et al., 2000; Nguyen
and LeBlanc, 1998, Shemwell et al., 1998; Stank et al., 1999, Swan and Bowers,
1998; Woodside et al., 1989). As such, customer satisfaction is expected to directly

affect behavioral intentions based on its more emotive nature (Gotlieb et al.,, 1994).

In contrast, another school of marketing scholars who support the linkage: customer
satisfaction — service quality, question about the direction of the positive linkage
from service quality to customer satisfaction and argue that customer satisfaction
should be the determinant of perceived service quality (Athiyaman, 1997; Bitner,
1990; Kasper, 1988; Oliva et al, 1992; Parasuraman et al, 1988). In effect, the
argument of this school 1s based on the definition of service quality as the “overall
excellence or superioritjr” of a service provider (Parasuraman et al., 1988). It means
service quality should be a global construct in cumulative terms, which directly

affects behavioral intentions (Bitner, 1990).

3.6.3 Relationships among Perceived Service Quality, Customer

Satisfaction and Service Loyalty
As mentioned in the previous section, the relationship between perceived service
quality and customer satisfaction is a dual relationship. However, when perceived
service quality and customer satisfaction act as antecedents in assessing service
loyalty, the positive direction of impact from perceived service quality to customer
satisfaction is more supported for assessing service loyalty by recent literature with
higilly empirical validation (Andreassen and Lindestad, 1998; Athanassopoulos, 2000;
Barnes et al., 1996, Clark and Wood, 1998; Dubé et al., 1994; Dubé and Maute, 1996,

Garbarino and Johnson, 1999; Gauvin et al., 1998; Javalgi and Moberg, 1997;
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Johnson and Auh, 1998; Lassar ¢t al., 2000; Loveman, 1998; Oliver, 1999; Prabhu,
1996; Sodertund, 1998; Spreng and Mackoy, 1996; Tax et. al., 1998). For instance,
Fomeil (1992) suggested that customer satisfaction exerted a stronger power on
predicting service loyalty in the service industries like banking, insurance, and mail
order than did service quality. In a similar vein, McDougall and Levesque (2000)
reported that customer satisfaction was a strong predictor of service loyalty in four

types of services: dentist, auto service, restaurant and haircut.

Furthermore, Johnson (1998) cléimed that service performance was the main
antecedent of customer satisfaction and loyalty is one of the consequences of
satisfaction. Similarly, Stank et al. (1999) strongly emphasized that ‘“‘customer
satisfaction is an important performance outcome... ......and is one of the most viable
means of influencing customer loyalty” (p.430). They also reported that service
quality failed to have significant inﬂuen;:e on customer loyalty but it had significant

indirect effect on customer loyalty through customer satisfaction.

In the study of Brady and Robertson (2001), they aimed to investigate whether service
quality should universally be considered as an antecedent to customer satisfaction, by
comparing the proposed model highlighting the positive impact from perceived
service quality to customer satisfaction with its alternative model highlighting the
positive impact 'from customer satisfaction to perceived service quality, across two
different cultural samples in fast food industry. The findings showed that the positive
direction of impact from perceived service quality to customer satisfaction provided
better fit to the data in both cultural samples when comparing with the alternative
model. In addition, they found that the proposed model explained comparatively

greater variations in behavioral intention than the alternative model. These findings
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suggested that most customers first evaluated the quality of service before satisfaction
judgment, in creating favorable behavioral intention. The impact of service quality
might indirectly affect service loyalty through customer satisfaction, and thus, gaining

empirical support from these results.

Therefore, the conceptual framework highlighting the relationships among perceived
service quality, customer satisfaction and service loyalty for this study is shown in

Figure 3.2.

Perceived Customer Service
. Satisfaction ’ Loyalty

Service Quality

Figure 3.2: The Relationships between Perceived Service Quality, Customer

Satisfaction and Service Loyalty

3.6.4 Integrated Conceptual Model

Although there are many supportable e.vidences on the positive linkage from
perceived service quality to customer satisfaction, and ultimately to service loyalty,
no study attempts to justify the use of customer satisfaction in mediating the
relationship between perceived service quality and service loyalty by comparing the
indirect impact of perceived service quality on service loyalty via customer
satisfaction with the direct impact of perceived service quality on service loyalty in
the same service context. Therefore, by integrating the perceived service quality,
customer satisfaction with service loyalty, a proposed model is developed. As shown

in Figure 3.3, it is proposed that there witl be a positive impact from perceived service
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quality via customer satisfaction on service loyalty. It is also proposed that perceived
service quality will have positive direct impact on service loyalty. The indirect effect
of perceived service quality on service loyalty via customer satisfaction is indicated
by the thick blackened solid arrows, and its direct effect on service loyalty is indicated

by the dotted arrow.

+

) \ 4

Perceived Customer Service
Service Quality Satisfaction > Loyalty

S ENENE)

Figure 3.3: Proposed Integrated Model of Service Loyalty

3.7 Research Hypotheses

Based on the research questions stated in Chapter 2, seven hypotheses are developed

accordingly for running tests.

The primary research question of this study is to investigate the dimensionality of
service loyalty. It is proposed that service loyalty is conceived as a multidimensional
structure with three distinct constructs: behavior, attitude as well as cognition, in

different magnitude. Thus, the first research hypothesis is formulated as:

Hypothesis 1: Service loyalty is conceived as a multidimensional struciure with three

distinct dimensions: behavior, attitude as well as cognition.
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Based on the proposed model, it is hypothesized that customer satisfaction is
positively resulted from high level of perceived service quality and then it positively

leads to affect service loyalty. Thus, the next three hypotheses are formulated as:

Hypothesis 2: Higher level of perceived service quality will lead to higher level of

customer satisfaction with the service.

Hypothesis 3: Higher level of customer satisfaction with the service will lead to

higher level of service loyalty.

Hypothesis 4: Higher level of perceived service quality will lead to higher level of

service loyalty.

Referring to the second research question in questioning whether customer
satisfaction is a significant mediator on the relationship between perceived service
quality and sefvice loyalty, it is hypothesized that the impact of customer satisfaction
on affecting service loyalty is greater than that of perceived service quality. In turn, it
imphies that the tot.al impact of perceived service quality through customer satisfaction
indirectly on service loyalty is greater than its direct impact on service loyalty.

Consequently, the fifth research hypothesis i1s formulated as:

Hypothesis 5: The impact of customer satisfaction is greater than that of perceived

service quality on service loyalty.
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Although the relationship between overall perceived service quality and service
loyalty have been extensively explored by many researchers, there is no study to
attempt in uttlizing two different sets of elements of perceived service quality in
addressing the service loyalty development issue. Referring to the third research
question of this study, it is to investigate the difference in the formation of service
loyalty between process-based services and outcome-based services. It is believed that
the evaluation of process-based services will be mostly based on process-related
elements while the evaluation of outcome-based services will be mostly based on

outcome-related elements. The sixth and seventh hypothesis are, thus, formulated as:

Hypothesis 6: For process-based services, perceived service quality is largely
determined by process-related elements than by outcome-related

elements in creating high level of service loyallty.

Hypothesis 7: For outcome-based services, perceived service quality is largely

determined by outcome-related elements than by process-related

elements in creating high level of service loyalty.

3.8 Chapter Summary

This chapter had reviewed how service loyalty distinguished from other types of
loyalty, such as brand product loyalty. In addition, this chapter had discussed the

definition of service loyalty as well as the attributes that used to measure service
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loyalty. After reviewing the conceptualization and measurement of service loyalty
through extant literature, literature review was continued to focus on investigating the
antecedents of service loyalty and their causal relationships with service loyalty, and
to give evidences on supporting the positive direction of relationships among
perceived service quality, customer satisfaction and service loyalty. Then, an
integrated model of service loyalty was developed and seven research hypotheses

were derived for running tests in later analysis.
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4.1  Chapter Introduction

All three latent constructs, perceived service quality, customer satisfaction and service
loyalty, in the proposed model were measured with mu].tiple items for the purposes of
achieving a valid scale as well as capturing the domain of the estimated constructé
(Anderson and Gerbing, 1988). Thus, the development of the scales will be elaborated

in this chapter.

Since the scales of perceived service quality and customer satisfaction had been
adopted from the literature, only the scale of service loyaity was developed in this
study. The procedures of scale development employed both qualitative and
quantitative research methods following the guidelines offered by Churchill (1979)
and Hinkin et al. (1997). [t was articulated the underlying theory and concept so as to
provide a foundation for content validity and to ensure that the instrument could
measure the underlying construct. In the first stage, a literature review was undertaken
to identify the items that reflected the domain of the underlying constructs. Then,
additional items were identified through focus group discussion. Prior to the test of
the structural equation model, a pilot study with a small sample size was conducted to
refine the survey instruments. In the second stage, a large-sample survey with
structured questionnaire was conducted to collect data for the test of hypotheses.
Exploratory factor analysis was first employed to purify and identify the factor
structure of the construct of service loyalty, and then confirmatory factor analysis was
used to estimate each measurement model. In the third stage, structural equation
modeling technique was employed to estimate the proposed structural model. In

addition, reliability and construct validity of each construct were assessed. A
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flowchart detailing the research design and data analysis strategies in this study is

presented in Figure 4.1.

This chapter mainly focuses on the development of scale that guides the data
collection activities. The selection criteria of two sampled services for the present
study are described in section 4.2. This section also explains how to select the
sampled services and target respondents for the present study. Section 4.3 describes
the prbcess and findings of item generation through literature review and focus group
study. Then, the description of established scales with additional items that generated
from the focus group is presented in section 4.4. The procedures and findings of pilot
study are discussed in scction 4.5, with the description of the refined scales of each
construct. The discussion on the methodological issues pertaining to sampling method
for the large-sample survey is illustrated in section 4.6. After that, section 4.7
describes the data collection method and the sampling proéedures with target
respondents. Then, section 4.8 presents the demographic profile of respondents. It
also presents the procedures and results of performing the test of non-response bias
and normality of sample respectively. Lastly, section 4.9 gives a brief summary of this

chapter.
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STAGE I ;: Item Generation
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Exploratory Factor Analysis
® determine underlying structure of items

¢ delete any insignificant items for parsimony
assess reliability with Cronbach’s Alpha

v

Confirmatory Factor Analysis
® evaluate measurement models at the first-order level an
the second-order level

®  assess construct reliability and construct validity in terms
of convergent validity and discriminant validity

STAGE III : Models Validationj

3
| STAGETIL: Mo

Structural Equation Modeling
e estimate and evaluate the proposed model
®  hypothesis testing

Causal Relationships Multi-groups Analysis
® _estimate path coefficients amon e compare the proposed model in two
perceived service quality, custome different services: process-dominant
satisfaction and service loyalty service and outcome-dominant service

Figure 4.1:  An Overview of the Research Design and Data Analysis Strategies
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4.2 The Sampled Services

Two services, phone-banking service and restaurant dining service, were selected for

this study on the basis of three requirements that are pointed out in the followings.

Firstly, in order to satisfy the condition that there should have more than one service
providers or service companies within the same service industry, the selection of
service industries was based on the situation that consists of many similér alternatives
in the Hong Kong market. According to the Government’s statistics in 1999', there
were 156 licensed banks in Hong Kong, including local and overseas banks. In the
same year, approxirﬁately 3,000 non-Chinese restaurants” were in Hong Kong. This
indicates that customers can freely patronize other alternatives for consuming the
services from any similar service providers, and thus minimizing the problem of

“locking-in” customers (Nguyen and LeBlanc, 1998).

Secondly, the services selected were those that the respondents should be familiar
with and they should use regularly. According to the survey conducted by Hong Kong
General Chamber of Commerce in 2000, about 85% of target respondents who aged
15 or over had the experiences on consuming services through electronic devices in
the twelve months before the survey, in which phone-banking service is one of the
services covered in the survey’. In addition, James McMaster, director of Marketing

for Citibank’s global consumer banking diviston in Hong Kong, claimed that phone-

' Statistics are provided from Hong Kong Economic Yearbook 2000, Economic Information & Agency.
% The actual figure is 3,213 for non-Chinese restaurants in the Hong Kong market, provided from Hong
Kong Economic Yearbook 2000, Economic information & Agency.

* Besides the phone-banking services, the use of Octopus card, Automatic Teller Machine (ATM), e-
cash, Easy Pay System (EPS), Payment by Phone Service (PPS), customer services provided by the
interactive voice response system, on-line searching for financial information / information on goods
and services / job vacancies, etc. were aiso included in the survey.
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banking services and ATM services had accounted for about 58% of Citibank’s all
transactions (Mailloux, 1998). On the other hand, for the restaurant dining service, a
worldwide research company reported that Hong Kong was the top among 32
countries for dining out with the average 8.7 times per month®. All these figures
indicate that Hong Kong people have experience on consuming the phone-banking

service and restaurant dining service and have frequently used the selected services.

Lastly, these two services were selected because of their importance on the economy
of Hong Kong. This 1s determined from the contributions of the selected services in
Hong Kong’s Gross Domestic Product (GDP). In 1998, the banking industry and the
restaurant industry contributed 9.3% and 2.3% of Hong Kong’s GDP respectively®.
As these two service industries have major contributions to the economic growth in
Hong Kong, this indicates that it is worthwhile to have a study on explaining how

service loyalty can be developed in these two service industries.

The phone-banking service refers to any banking services that are consumed by
customers via the phone and the customers are mostly served by a customer service
officer. The restaurant dining service refers to the Western restaurants of any style,
such as American style or [talian style. But, fast food restaurants and those restaurants
that only offered take away service are excluded because customers’ patronage on

these restaurants is believed to be mostly affected by the factor of convenience rather

than loyalty (Oyewole, 1999).

* The survey was conducted by Roper Reports Worldwide through the interviews with 1,000
respondents of 32 different countries or areas, the findings were reported in Appledaily Newspaper on

19/5/2001.
® Statistics are provided from Profiles of Hong Kong's Major Service Industries, 2000 edition, Hong

Kong Trade Development Council.
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Since the recent literature has proposed that outcomes resulted from the service
consumption have an impbrtant effect on the evaluation of service quality (Luk, 1999;
Powpaka, 1996), it is essential to know the impact of outcome quality on the service
loyalty development, rather than the overall service quality. Therefore, one of the
selected services will be identified as outcome-based services and another one will be
identified as process-based services, so as to find out the impact of outcome quality

on the service loyalty development in two different kinds of services.

Based on the classification method of Lovelock (1996), restaurant dining service is
classified as tangibles service while phone-banking service is classified as intangibles
service. This illustrates that tangibles physical evidences, like facilities, decoration
and food, are a major part for the evaluation on restaurant dining service while
tangibles are only a comparatively minor part for the evaluation on phone-banking
service, but the major part will be focused on intangibles, like the officer’s manner
and response time of answering calls. Similarly, based on the classification method of
Powpaka (1996), restaurant dining service is classified as the service that can be
easily evaluated or made comparison by customers as the outcomes are varied for
different restaurants. On the other hand, phone-banking service is classified as the
service that cannot be casily evaluated because customers are not technically
competent to evaluate the outcomes, such as customers are difficult to determine the
offered interest rate or currency rate is underpaid or overpaid. In addition, as the
outcomes received in the phone-banking services are standardized for all different
banks, customers are difficult to make comparison and determine the delivered
service quality 1s good or not, so they mostly base on the interaction process for

evaluating the quality of phone-banking service.
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Therefore, customers often base on the outcomes or physical evidences to evaluate
restaurant dining service, and hence restaurant dining service is considered as a kind
of service that is mainly associated with the offer of tangible products (Bloemer et al.,
1999; Garretson and Clow, 1997). But, customers mostly base on the transaction
process for the evaluation of phone-banking service as there is not much physical
evidences that customers can rely on (Oyewole, 1999). Regarding to the ideas from
Lovelock (1996) and Powpaka (1996), phone-banking service is categorized as the
process-based service and restaurant dining service is categorized as outcome-based

service in this study.

4.3  Development of Survey Instruments: Item Generation

4.3.1. Focus Group Study

In the first stage, semi-structured focus group studies were conducted with two small
groups of respondents. This stage serves the purpose of generating additional items
for constructing the scales of perceived service quality and service loyalty so as to
increase the face validity of these scales. It also serves to enrich the concept of
service loyalty and to help on justifying research hypotheses with the benefits of
simulating ideas and enhancing synergetic effects (Cooper and Schindler, 1998,

Greenbaum, 1988; Halinen, 1996; Morgan, 1997).

As it 1s important to understand both service providers’ and customers’ point of view
on the conceptualization.and measurement of service loyalty, two focus groups were
formed: one was the customer group for generating additional measures of the

constructs and another was the service provider group for confirming the measures
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that identified in .the discussion with the customer group. Seven customers were
recruited from the general public to form the customer group for focus group
discussion. For the purpose of maximizing variance of responses, qualified
participants were those who had experience on consuming a wide range of services
(Goodwin and Gremler, 1996), including the phone-banking service and Western
restaurant dining service. On the other hand, as this study focused on the phone-
banking service and Western restaurant dining service, six participants were recruited
as the service provider group from those who were working either in bank or Western
restaurants. The service provider group was generated independent of the customer
group, and no participants were interviewed twice. The size of focus group from 6 to
7 participants was recommended due to the effective dynamic interaction among

participants {Cooper and Schindler, 1998; Greenbaum, 1988; Perry, 1998).

The focus group studies were conducted on 18" and 25" February 2000 for the
customer group and service provider group respectively. The participants profile is
given in Table 4.1. During the focus group interview, participants in the customer
group were asked with two major questions. First, they were asked to define “service
loyalty” in their own terms so as to avoid the bias of definition that given by this
study (Baritz and Zissman, 1983). Second, they were asked to identify the antecedents
of service loyalty, and to point out the attributes that reflected the consequences of
service loyalty. For the participants in the service provider group, they were asked the
similar questions. Besides, they were also asked to describe what loyal customers

meant to the firm and to identify the factors that would contribute to the development

of service loyalty.
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Table 4.1:

Description of Focus Group Participants Profile

Service provider group

Consumer group

Name Age  Position Industry | Name Age Position Industry
DL 22 Assistant Restaurant |- CM 29 Project Assistant Internet
Supervisor
KW 30 Quality Surveyor Building
AN 22 Assistant Restaurant Construction
Supervisor
LA 27 Marketing Food and
AL 40 Assistant Restaurant Executive Beverage
Manager
SK 25 Administrator Insurance
SP 25 Senior Banking
Supervisor EC 25 Business Insurance
Specialist
SL 25 Personnel Banking
Banking MC 21 Year 2 Degree Education
Officer Student
VT 25 Bank Teller Banking 5§ 23 Master Student Education

Each participant was encouraged to express his/her ideas on the questions asked. The

whole process of these two focus groups was tape-recorded. Then, the answers were

analyzed with content analysis technique, which should be an appropriate research

method for coding open-ended questions and grouping the ideas into the categories

that would be used for further analysis (Krippendorff, 1980; Weber, 1990). Following

the procedures suggested by Weber (1990), a transcript of conversations in 35 single-

spaced pages was produced for conducting the coding procedures.
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Basically, the first step of content analysis was to develop a “word-frequency list”,
showing the frequency of relevant key words that occurred in the text. Contextual
classification was done as the next step for classifying and grouping the relevant key
words into categories on the basis of similarity (Krippendorff, 1980). For the purpose
of obtaining high level of reliability, coding was done by two different coders
independently at the same time. Then, inter-coder r'sliz.lbility6 was assessed to find 6ut
the extent of consensus between two coders. In order to improve the reliability of the
content analysis, the coding process was conducted for three times until there was a
consensus on the 1dentified categories between the two independent coders with the
score of inter-coder reliability that was 0.9 or higher (Hermann, 1999). Consequently,
the scére of inter-coder was 0.93 and two sets of “word-frequency list” were
established for the customer group and service provider group separately with

identified categories. Two sets of “word-frequency list” are shown in Appendix L.

4.3.2 Outcomes from Focus Group Study

Three major outcomes were obtained from the focus group discussion. Firstly, new
attributes or items were identified for the measurement of service loyalty and
perceived service quality. Secondly, perceived service quality and customer
satisfaction, in fact, affected service loyalty. Thirdly, process-related service quality
and outcome-related service quality should have different level of impact on service
loyalty development. Therefore, the first outcome enriched the scales of service
loyalty and perceived service quality with additional attributes or items. The next two

outcomes helped to justify the research hypotheses that stated in Chapter 3.

® Inter-coder reliability = (no. of agreements) / (total no. of agreements + disagreements)
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In the following parts, the generated findings are discussed with the quotations of the
participants’ 1deas. In which the participants’ name, gender, age, job position and the

field of working service industry are displayed in each quotation correspondingly.

4321 Additional attributes for the measure of service loyalty

According to the participants’ ideas, the eight attributes that identified from literature
were supported for the measure of service loyalty, named as repeat purchase behavior,
word of mouth recommendation, period of usage, price tolerance, repeat purchase
intention, preference, choice reduction behavior and cognition (first in mind).
Participants mostly mentioned these terms or similar meanings as important means for

determining service loyalty. For instance,

“If loyal customers are satisfied with the service provided by the original service
company, they will think that there is no need to seek other altemati::es. Also, loyal
customers only remember the .information that is important to them and that they
want to know about the original service company. If they think that there is no need
to search for other alternatives, they will ignore the information provided by the

other companies. " — Choice Reduction Behavior (SL, Female, aged 25, Personnel

Banking Officer, Banking)

“In consuming the restaurant dining service, those customers with high level of
service loyalty will suggest the service staff what kind of food is not so good or which
aspect should be improved. That means they will have some compliments to the

service staff.” — Word-of-mouth Recommendation (EC, Male, aged 25, Business

Specialist, Insurance)

“Service loyalty is describing the service provider who is the first one in my mind,”

— First-in-mind (MC, Female, aged 21, Year 2 Student, Education)
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“A loyal customer should not be price-oriented, as well as he should trust on the
service staff’s advice and will not argue with the service staff.” — Price Tolerance

(SL, Female, aged 25, Personnel Banking Officer, Bunking)

In addition, two more attributes were identified for the measure of service loyalty,
including change tolerance and willingness to adopt service innovation. The former
means the extent of customer’s sensitivity to any change made by the service
company, for example, move the store to other places or change of opening hours,
other than the price factor. As suggested by participants, a loyal customer would keep
repetitive consumption of the service regardless of everything had been changed
somewhat within an acceptance level of tolerance. Participants also claimed that
customers would still keep loyal even though the change became relatively
unsatisfactory. At least they would come again for trial énd would seek for any

improvement made by the service provider. As suggested,

“I think service loyallty is the situation that a customer keeps consuming the service,
regardless of everything that has been changed somewhat. Practically, I think the
change should be within an acceptance range. If the change is acceprable, the
customer will still keep consuming the service provided by the same provider, and
behaves as a loyal customer.” — Change Tolerance (LA, Male, aged 27, Marketing

Executive, Food & Beverage)

“Service loyalty is ultimately describing the situation that, even though the service
provider cannot provide a customer with the expected stuff, heishe will still keep
consuming the service provided by the same provider. " — Change Tolerance (KW,

Male, aged 30, Quality Surveyor, Building Consiruction)
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The second additional attribute refers to the extent of customers’ willingness on trying
new services (or food) introduced by the service provider. It is believed that loyal
customers should willing to try any new services recommended by the service

providers. For instance, participants had clearly pointed out this situation:

“I think service innovation is very important. It means service providers should
introduce some new services to keep the customers stay.”" — Service Innovation (CM,

Female, aged 29, Project Assistant, Internet)

In the interview with the service provider group, they also confirmed that these two

additional attributes were important as the measures of service loyalty. For instance,

“If the environment of a restaurant or the chief cook has been changed, loyal
customers will still come back for trial. If the experience is very poor, they will
switch to other restaurants in the next time. Otherwise, they will stay.” — Change

Tolerance (AN, Male, aged 22, Assistant Supervisor, Restaurant Dining Service)

“We will first recommend our newly introduced food to the customers when they
come. Even though they usually query about the taste and quality in the first time,
most of them will try the new food. If it is good, they will try again.” - Service

Innovation (AN, Male, aged 22, Assistant Supervisor, Restaurant Dining Service)

“A real loyal customer will trust on the service staff’s recommended new service and

will not chalfenge them.” — Service Innevation (VT, Male, aged 24, Bank Teller,

Banking Service}
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4322 Relationships among service quality, customer satisfaction

and service loyalty

The relationships among service quality, customer satisfaction and service loyalty
were described as participants thought that service quality and customer satisfaction

might be the vital antecedents of service loyalty. For instance,

“Only those service companies have excellent performance perceived by the
customers can make customers reach a high level of satisfaction. Then the ultimate
outcome of high level of satisfaction is loyalty. ” (5§, Male, aged 23, Master Student,

Education)

“The formation of loyalty will depend on whether the service company can satisfy
customers’ wants or not. Therefore, customers will repeatedly consume the service
from the same service company because it can keep delivery of high service quality
for every transaction that customers are satisfied.” (LA, Male, aged 27, Marketing

Executive, Food & Beverage)

4323 Process-related elements and outcome-related elements are

important to be comprised as a construct

Participants enhanced the idea that the measure of perceived service quality should
comprise of both process-related elements and outcome-related elements because the
quality of some services was difficult to be evaluated during the interaction process.
Therefore, they claimed that outcome-based services (e.g. haircut and restaurant) were
mainly evaluated on the basis of factors like the decoration, environment and the
appearance of received outcomes. On the other hand, process-based services (e.g. tour
service package and insurance) were mainly evaluated on the basis of factors during

the interaction, like the contacted staff’s manner and serving technique. This showed
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that the evaluation on these two different categories of service industry, process-based
services and outcome-based services, were different. Thus, this finding resulted that
service quality instruments by incorporating process-related and outcome-related
elements were essential to examine the differences between the impact of process-

based services and outcome-based services on the development of service loyalty.

“f don't care the process of a haircut or who serve me, what I need is a good

haircut.” (EC, Male, aged 25, Business Specialist, Insurance)

... for repetitively purchasing a towr service package, | will base on my aciual
experience to choose the tour service company, it can be divided into process-related
aspects, like the daily schedule, and outcome-related aspects, like the hotels and the
Jood provided etc. So, the combination of bot-h process-related and outcome-related
elements are also important, but maybe in different level of impact.” (LA, Male, aged

27, Marketing Executive, Food & Beverage)

“Outcome-based service {haircut) is the service on which the customers evaluate on
the basis of outcome or appearance. As the process-based service is difficult to
evaluate on the basis of outcome, the cost is very high to switch to others. For
example, customers will not easily switch to other doctors as there is no guarantee

on healing. Here is the danger.” (MC, Female, aged 21, Year 2 Student, Educarion)

Participants also confirmed that restaurant dining service was one kind of outcome-
based services as they often based on the taste and appearance of food to evaluate the
quality of restaurant dining service and the food quality was very important to
determine the intention of repetitive consumption on the same restaurant. These
showed that the basic determinant to evaluate dining service was the outcome-related

elements, like food quality. On the other hand, the participants confirmed that phone-
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banking service was one kind of process-based services as they mainly focused on the
interaction process with the customer service officer to evaluate the phone-banking
service, indicating phone-banking service was largely determined by the process- .

related elements, like the response time and manner of the customer service officer.

To conclude, from the participants’ ideas, antecedents and measures of service loyaity
that had been identified through literature review as stated previously were confirmed
and they also generated with two additional attributes for the measure of service
loyalty. In addition, they enriched the scales of perceived service quality and

enhanced the understanding of research hypotheses that stated in this study.

4.4  Survey Instruments

According to the ideas and suggestions from the in-depth interviews with the
participants in focus groups, survey instruments for perceived service quality,
customer satisfaction and service loyalty were established. The lists of these survey
instruments are shown in Appendix lI. All the items were measured with 7-points
Likert scale from strongly disagree (1) to strongly agree (7). For the items that the

respondents did not utilize or familiar with, they were given the choice to mark as

“Not Applicable” (NA).

441 Perceived Service Quality
Consistent with the extant literature (Luk, 1999; Smith, 1999; Stank et al., 1999), the

measure of perceived service quality should be incorporated two sets of elements:

60



Chapter 4 Research Désign and Methodology

process-related and outcome-related elements in this study. Therefore, the process-
related elements in the measure of perceived service quality were adapted from the
original SERVPREF scale (Cronin and Taylor, 1992). On the other hand, the
outcome-related elements of perceived service quality were mainty drawn from the
DINESERV scale developed by Stevens et al. (1995) that measured the service

quality of dining services.

In order to have a more valid and accurate measure, items of the perceived service
quality scale was presented to accommodate the distinctive features of phone-banking
service and restaurant service according to the suggestions by the participants in focus
groups discussion. As a result, one additional item of process-related elements was
identified for the measure of perceived service quality, it was “in emergencies, the
service staff can make arrangement to assist c.ustomers”. In addition, four additional
items of outcome-related elements were also identified for the measure of perceived
service quality. These included “the incentive given is attractive”; “the waiting time
for the service 1s acceptable”; “the time cost in having the service is low” and “the

benefits really meet the customers’ expectations™.

According to the argument on the use of SERVQUAL in Chapter 2, it was important
to note that the performance-based approach was 0sed for measuring perceived
service quality in this study, in which cnly the customer’s perceptions on the

performance of service providers were collected.

442 Customer Satisfaction
As discussed before, customer satisfaction was measured in an overall global

perspective, because it was empirically suggested that overall or aggregate
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satisfaction performed better on predicting its effect on loyalty when compared to
transaction-specific satisfaction (Dubé and Maute, 1996, Garbarino and Johnson,
1999; Jones and Suh, 2000; Oliver, 1999). Similarly, Johnson (1998) recommended
that cumulative customer satisfaction with the use of performance based approach in
assessing perceived service quality could be more powerful to predict loyalty.
Therefore, the measure of customer satisfaction in this study was adapted from the
well-established scale that developed by Taylor and Baker (1994), in which it served

as direct global measures of customer satisfaction.

443 Service Loyalty

For the measure of service loyalty, it was based on the ten attributes that were
identified through literature review and focus group discussion. The ten attributes
used for measuring service loyalty were repeat purchase behavior, word of mouth
recommendation, period of usage, price tolerance, repeat purchase intention,
preference, choice reduction behavior, first in mind, change tolerance and willingness
to adopt service innovation, resulting into 13 items to reflect the consequences of

service loyalty.

45 Refinement of the Instruments

After that, a pilot study with a small sample of 100 respondents was conducted with
the structured questionnaire. Generally, this stage serves three purposes: 1) detecting
any weaknesses in the survey instruments; 2) deleting any items that are not relevant

to the present study; and 3) testing the applicability of the scales.
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451 Pilot Study

The survey questionnaire was first pre-tested to ensure the questions were understood
by potential respondents, so as to maintain a high level of face or content validity
(Churchill, 1979). This was achieved by selecting a panel of expert judges for their
comments on the questions. The panel included three professors in Marketing, three
postgraduate students with- major in Marketing, two managers from a local bank and
restaurant respectively, and four participants from the general public. The primary
requirement for selecting such a panel of expect judges was that they might have
experience in consuming phone-banking service and Western restaurant dining
service. They were asked to identify the questions or items that were not clear to them
and to make suggestions for modifying the items, in order to increase clarity and
comprehension. From their comments, some of the statements were rephrased to
ensure that the potential respondents would understand the questions. After that, the
whole questionnaire was translated into Chinese by expert translators for easy
readiness of local respondents. Since part of the target respondents may not be local
Chinese, both questionnaires for phone-banking service and restaurant dining service

were presented in bilingual language with both Chinese and English.

A pilot test was then undertaken for phone-banking service and restaurant dining
service separately. Potential respondents were required to have experience in
consuming these two services at least twice in the last three months. This ensured that
they had fresh memory to complete the questionnaire. A total of 100 respondents were
recruited for this pilot study with convenience sampling method. They were all part-
time postgraduate st_udents at a major university (The Hong Kong Polytechnic

University) in Hong Kong. Among a total of 100 completed questionnaires, 46
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questionnaires were collected for phone-banking service while 54 questionnaires were
collected for restaurant dining service. In fact, Jones and Suh (2000) suggested that
students were common to use as sample when testing theoretical frameworks. It was -
appropriate to use postgraduate students rather than undergraduate students for the
pilot study because postgraduate students worked at daytime. Thus, it is believed that

most of them are more familiar with the sampled services.

452 Findings from Pilot Study

After the completion of pilot study, the degree of significant contribution of items was
investigated through correlation matrix. The correlation matrices of perceived service
quality and service loyalty are presented in Appendix III. According to the correlation
matrices, some items were statistically suggested to be deleted due to the problem of
either highly correlation (i.e. >0.50) or insignificant correlation at the 0.05 significant
level with most of the other items within the same construct (Churchill, 1979; Hinkin
et al., 1997, Parasuraman et al., 1988). Items with very high correlation among others
indicate the problem of multicollinearity, showing that their variances to explain the
construct can be replaced by other items, whereas insignificant correlation indicates
that those items are not generated for the appropriate construct (Hinkin et al., 1997).
Therefore, five items for perceived service quality and two items for service loyalty
were dropped for the mass data collection due to the overlapping of meaning and less
contribution on capturing the domain of underlying construct, consistent to the
comments of the “expert judges™ in the pretest. The seven deleted items are labeled as
“Deleted” in the lists of survey instruments in Appendix II. As a result, twenty-six
items were retained for the measure of perceived service quality, and eleven items

were retained for the measure of service loyalty.
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After the refinement of instruments via the pilot test, the questionnaire was
constructed. Besides the multiple items reprgsenting perceived service quality,
customer satisfaction and service loyalty were constructed, the questionnaire also
contained a series of questions designed for collecting the personal demographic
information of the respondents. The finalized questionnaires used for the mass data

collection are attached in Appendix IV.

4.6 Sampling Method of Large-Sample Survey

In the second stage, a field survey was conducted to collect data from individual
customers in the general public. It is believed that those persons with working
experience are the regular users of phone-banking service and Westem restaurant
dining service, and they should be mature enough to answer the questions asked in the
questionnaire. Therefore, the target respondents were initially the customers who
worked in any service industries. Hence, this study was performed in the form of mail
survey with systematic sampling method. Aiming to reach the appropriate survey
targets, a systematic probability sample was taken from the mailing lists that were
freely offered by the Trade Development Council (TDC) via internet. The database of -
TDC originally contained 100,000 business contacts in Hong Kong, inc]udingv27
types of service industries. Mailing lists were systematically selected among 27 types
of service industries. Consequently, the total population was 2,673 respondents,

diversifying into 13 different nature of service industries in Hong Kong, which is

shown in Table 4.2.
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Table 4.2: - Sampling Frame

Service Industries Population
Accounting 462
Advertising & Market Research 451
Architecture & Planning 195
Business Management & Consultancy Services 448
Education & Trainming 197
Event Organization 149
Financial Institutes (excludes Banking) 130
Insurance 100
Media 58
Public Relations 61
Real Estate 98
Surveying & Quality Inspection / Testing 166
Telecommunication Services 115
Tourism 43
Total 2673

Potential respondents for phone-banking service and Western restaurant dining
service were systematically selected through the following procedures: Odd number
of potential respondent in each mailing list was selected for the survey on phone-
banking service whereas even number was selected for the survey on Western
restaurant dining service. In order to avoid respondents’ bias of favoring their own
service companies, potential respondents from financial service industry excluded

those working in retail banking service industry. The same treatment was applied to
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recruit respondents for Wéstem restaurant dining service. No matter the maiiing
address belonged to a corporation with large number of staff or a one-man business,
only the assigned contact person in the mailing lists received the questionnaire with a
covering letter, and it was declared in the covering letter that only his/her personal

opinion on the questionnaire items were collected.

Sample size plays a vital role in obtaining robust results for statistical analysis
(Hinkin et al., -1997). Aiming to develop a scale of service loyalty,' the sample
collected is expected to split into two independent samples for exploratory factor
analysis and confirmatory factor analysis separately. As a result, the sample size in
this study should consider the adequacy requirement for conducting both exploratory

factor analysis and confirmatory factor analysis.

Regarding the adequacy of the sample size for exploratory factor analysis, the
recommended limit should be 10 to 1 ratio of observations to item (Hair et al., 1995).
As the maximum number of items in the construct of service loyalty was 13 items in
this study, the required sample size of this study should be minimum 130 samples for
exploratory factor analysis. Such sample size was appropriate in the marketing
research area to purify the initial instruments (Knutson et al., 1991, Stevens et al.,
1995). For confirmatory factor analysis, a recommended sample size to assess model
estimation should around 200 (Hair et al., 1995; Hinkin et al., 1997). Therefore, the

total sample size should over 330, and this should be the guideline for collecting the

data in the large-sample survey.
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4.7 Data Collection

Two sets of questionnaire, one for phone banking service and the other for Western
restaurant dining service, with a covering letter and a postage-paid reply envelope,
were mailed to a total of 2673 potential respondents according to the sampling frame

described in the previous section.

Data collection was conducted within three months and any questionnaire returned
later than this period was not used for analysis. A total of 572 completed
questionnaires were collected, representing a response rate of 21.40%. Among them,
553 questionnaires were returned with the attached postage-paid reply envelope and
19 questionnaires were returned by fax. Of these 572 returned questionnaires, 15 were
invalid and excluded for analysis. They were considered as invalid for the following
reasons: One questionnaire was returned by fax with missing pages, two
questionnaires were returned by respondents who claimed that they had no interest in
participating the survey and twelve questionnaires were answered incompletely.
Finally, a total of 557 usable questionnaires were received, representing a usable
response rate of 20.84%. This response rate is considered as acceptable and seems to

be reasonable in the real business community (Dorsch et al., 1998; Duhan and Wilson,

1990; Hunt, 1950),

This sample size 1s sufficiently large for statistical analysis. From the statistical point
of view, splitting the sample into two sub-samples whose size is still adequate for
exploratory factor analysis, confirmatory factor analysis and structural equation

modeling technique (Anderson and Gerbing, 1988; Hair et al., 1995; Hu and Bentler,

1995).
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4.8 Descriptive Statistics

481 Demographic Profile of the Sample

As shown in Table 4.3, of the 557 returned questionnaires, 258 (46.3%) were
collected from the phone-banking service and 299 (53.7%) were collected from the
Western rest:;.lurant dining service. This shows that the distribution of respondents
between two different service industries is quite even and reliable to have comparison
between these two samples via structural equation modeling procedures. Both male
and female respondents are evenly distributed with the percentage of 47.4 and 52.4
respectively. For the whole sample, 73.2% respondents fall in the age range of 26 to
45, and 51.9% have completed tertiary/university degree or above. In term of
occupation, 25.1% work in the position of manager, 23.2%. work as professional and
15.6% work in the clerical level. In term of monthly income, 51.4% of respondents
have monthly income ranging from $15,001 to $45,000 and 20.6% of respondents

have monthly income over $45,000.

482 Test of Non-Response Bias

Using mailing survey as data collection method, non-response bias is a problem that
should be considered when the response rate is less than 65%-75% (Dorsch et al,,
1998: Hunt, 1990). A low response rate represents the proportion of non-respondent is
much larger than that of respondent, thus bias may exist by ignoring the ideas of non-
respondents if there are significant difference between the characteristics of non-

respondents and respondents (Scott, 1961). Even though 20.84% response rate of this
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study is reasonable and acceptable in real life surveys, non-response bias should be

tested.

Table4.3:  Demographic Profile of Respondents

Type of Service No. of Respondents %
(N =557)
Banking 258 46.3
Western Restaurant 299 53.7
Sex ,
Male ' 264 47.4
Female 292 52.4
Missing 1 0.2
Age
25 or below 72 12.9
26-35 219 393
36 -45 189 339
46 - 55 64 11.5
56 or above 9 1.6
Missing 4 0.7
Educational Level :
Primary or below 10 1.8
Secondary 127 22.8
Post-secondary 45 8.1
Diploma/High Diploma/Certificate 85 15.3
Tertiary/University 219 393
Postgraduate or above 70 12.6
Missing 1 0.2
Occupation

Clerk 87 15.6
Salesperson 14 2.5
Student 12 2.2
Marketing Executive 37 6.6
Manager 140 25.1
Professional 129 23.2
Self-employed 77 13.8
Others 60 10.8
Missing 1 0.2

Monthly Income
$15,000 or below 149 26.8
$15,001 - $30,000 202 36.3
$30,001 - $45,000 84 15.1
$45,001 - $60,000 49 8.8
$60,00% or above 66 11.8
Missing 7 1.3

70



Chapter 4 Research Design and Methodology

Two different methods of estimation were performed to detect the existence of non-
response bias. Firstly, the respondents and the non-respondents were compared with
the “known” information that was obtained from the sampling frame (Armstrong and
Overton, 1977; Blackwell et al., 1999; Kanuk and Berenson, 1975; Scott, 1961). The
mailing lists of this study provided readily useful variables in terms of receiver’s
gender, service sector and number of employee. In order to identify the characteristics
of non-respondents, Scott (1961) suggested that incomplete responses or
undeliverable responses could be assumed as a sample of non-respondents. Thus,
those 15 invalid questionnaires in the survey, together with those questionnaires were
returned as undeliverable, were used to identify the characteristics of non-respondents
in terms of receiver’s gender, service sector and number of employee. Chi-square test
was employed to test whether there would be significant differences between
respondents and non-respondents on the basis of gender and service sector. Similarly, '
two independent samples t-test was employed to test the mean difference between
these two groups on the basis of number of employee. Both chi-square test and two
independent samples t-test show that there is no significant difference between
respondents and non-respondents in terms of gender, service sector and number of

employee at the 0.05 significance level.

The second method for estimating non-response bias was known as “extrapolation”
method (Armstrong and Overton, 1977, Scott, 1961). It was based on the assumption
that those respondents who responded late were expected to be similar to non-
respondents, so as to identify non-response bias by comparing the answers of early
respondents and late respondents. According to the procedures mentioned in the
relevant literature (Dorsch et al., 1998; Kanuk and Berenson, 1975; Li and Cavusgil,

1999; Sharma and Lambert, 1990), the whole sample was divided into two groups,
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namely early respondents and late respondents. Therefore, the sample of 557
respondents was split into two groups on the basis of the received date
chronologically, in which the first 50% of retuned questionnaires were defined as the
group of early respondents and the last 50% were considered as late respondents
(Kanuk and Berenson, 1975). Two independent samples t-test was then employed to-
determine any significant difference in the mean composite score of perceived service
quality, customer satisfaction and service loyalty between early respondents and late
respondents. The results show that there is no significant difference at the 0.05
significance level between early respondents and late respondents in all mean

composite scores of three constructs.

Armstrong and Overton (1977) strongly recommended that a combined method couid
provide better estimate of non-response bias. Thus, this study follows the combined
method suggested by literature in testing the existence of non-response bias.
Consequently, the findings of above methods indicated that non-response bias did not

appear as a signtficant problem in this study.

48.3 Test of Normality

In order to implement the methodology for testing structural equation model, the
assumption of multivariate normal distribution must be satisfied (Hoyle and Panter,
1995; West et al., 1995). When these assumptions are not met, there is no guarantee to

ensure that the estimated parameters are asymptotically unbiased and efficient {West

et al., 1995).

Statistically, Shaprio-Wilks’ test and Lilliefors test (a modification of the

Kolmogorov-Smimov test) are suggested to test the hypothesis that the data are

72



Chapter 4 Research Design and Methodology

collected from a normal distrnibution (Hair et al., 1995; Norudis, 1993). However,
these two tests are considered as inappropriate when the sample size is large. This is
because they are similarly testing whether if the data are “exactly” normal-distributed,
making both tests result in rejecting the assumption of normal distribution (Hatr et al.,
1995). In reality, it is impossible to find data that are exactly normally distnibuted.
Therefore, it is more appropriate to look at the actual departure from normality of the
measured items (Norusis, 1993). In which it is assumed that if all the individual items
appear to be normally distributed, the overall sample distribution is multivariate

normal (Noronha, 1999).

For checking the extent of the actual departure from normality of each measured item,
values of skewness, kurtosis, mean and standard deviation of total 42 measured items
were computed (Hair et al., 1995; Lai, 1999; Li and Cavusgil, 1999; Norusis, 1993,
Stevens et al., 1995; West et al., 1995). Skewness is a measure of a curve’s deviation
from symmetry (Hair et al., 1995). Positive skewness (toward the left) indicates the
curve is above the normal diagonal while negative skewness (toward the right)
indicates the curve is below the normal diagonal. The skewness values of the
measured items range from -1.08 to -0.17, indicating a reasonably symmetric curve
with scores somewhat clusters just to the right of the normal diagonal for all measured
items. This situgtion can also be noticed by looking at the mean values, which range
from 3.97 to 5.38, indicating the answers of respondents were slightly toward the

favorable side.

Kurtosis is a measure of the peakedness of the curve, compared with the normal
distribution (Hair et al., 1995). Positive kurtosis indicates the distribution is more

peaked than the normal curve while negative kurtosis indicates the distribution 15 less
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peaked than the normal curve. The kurtosis values for measured items in this study
range from -0.79 to 1.17 indicating that the curve is slightly deviated from a perfebtly
normal distribution. As all values of skewness and kurtosis are smaller than the
absolute value of 1, except the item “Operating hours of the services are convenient {o
customers”, the data obtained from the sample are not considered to be deviated from
normality and the existence of problems with a non-normal distribution does not
appear to be significant (Ferrando and Lorenzo-Seva, 2000). In summary, the findings

of skewness, kurtosis, mean and standard deviation of the measured items are

presented in Appendix V.

4.9  Chapter Summary

The qualitative and quantitative reseafch methods used in this study had been done
through three stages: Item Gener:;.ltion, Scale Development and Models Validation.
For the first stage, this Chapter had discussed the procedures of generating items for
the scales of perceived service quality and service loyalty with focus group and pilot
study. The findings of item generation were obtained for constructing questionnaires
that were used in the mass data collection. At the later part of this Chapter, descriptive
statistics of sample obtained from mass data collection were resulted. In a nutshell,
the data collected from the sample were free from non-response bias, and met the
normality requirement. These supported the use of this data set for multivariate

statistical analysis in the next two stages.
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5.1  Chapter Introduction

The common approach for scale development is conducting exploratory factor
analysis and confirmatory factbr analysis stmultaneously to validate the scale
(Friendly, 1995; Hinkin et al., 1997). In this study, exploratory factor analysis was
first conducted to identify the underlying dimensions of construct, and confirmatory
factor analysis was conducted to confirm the dimensionality of the constructs with the
use of AMOS 4.0 causal modeling technique. Structural equation modeling technique
was then employed to assess the relationships among the constructs and then to test
the hypotheses because of its advantages in providing comprehensive assessment of
proposed models, and in offering great potential for further model development and

testing (Anderson and Gerbing, 1988).

Following the procedures as suggested by Friendly (1995), the whole sample (N =
557) collected from the survey was randomly split into halves, resulting into two
independent samples namely sample 1 (N, = 278) and sample 2 (N, = 279). The first
half (i.e. sample 1) was used for exploratory factor analysis whereas the second half
(1.e. sample 2) was used for confirmatory factor analysis. As the constructs of
perceived service quality and customer satisfaction employed in this study were well-
established and were adapted from literature, only the construct of service loyalty
needed to be assessed for its content adequacy through exploratory factor analysis.
Therefore, a factorized structure of service loyalty was first developed through
empioying exploratory factor analysis to determine the items that could represent the
domain of service loyalty. The measurement models of three latent constructs were

then vahdated through confirmatory factory analysis. Next, the proposed structural
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model was evaluated through structural equation modeling technique to examine the
relationships among perceived service quality, customer satisfaction and service
loyalty with the use of sample 2, After that, this study had found out the differences in
creating high level of service loyalty between phone-banking service and Western

restaurant dining service.

The proposed structural model with the relevant hypotheses is shown in Figure 5.1.
The solid arrows between constructs indicate the direct effect from one construct to
another as stated in hypothésis (2) and hypothesis (3). The dotted arrow between
perceived service quality and service loyalty indicates the direct effect from perceived

service quality to service loyalty as described in hypothesis (4).

H4 .

Perceived
Service

Quality

Service
Loyalty

Customer
Satisfaction

Figure 5.1: The Proposed Integrated Model with the Relevant Hypotheses

Prior to performing any statistical analysis, the treatment of missing value is discussed
in section 5.2 of this chapter. Discussion of the results of exploratory factor analysis
with the use of Cronbach’s Alpha test is presented in section 5.3. Section 5.4 and 5.5
present the results of model estimation and evaluation for the measurement models

and the proposed structural model respectively. The results of construct reliability and
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construct validity are also discussed in terms of convergent validity and discriminant
validity. Section 5.6 provides the results of the hypothesis test. Finally, a brief

summary of this chapter is provided in section 5.7.

52  Treatment of Missing Values

The impact of missing values should be considered before performing any statistical
analysis. It should ensure that the number of missing value in an individual item
should not be too large. In this study, the maximum number of missing value for an
individual item was only 4 cases out of 557 cases. This indicated that the statistical
analysis would not suffer seric;us problem from the present of little missing data. As
suggested by researchers (Hair et al., 1995; Norusis, 1993), thg missing values were

1

replaced by the overall mean, so as to avoid the loss of much useful information.

53 Exploratory Factor Analysis

Exploratory factor analysis was first performed to identify the initial underlying
dimensions of service loyalty with the use of sample 1 (N, = 278). Prin}:ipal
component extraction method with Varimax rotation was used, as well as the
eigenvalues greater than unity was used as the cutoff point to identify the factor
structure. Another criterion for identifying the -factor structure laid on the total
variance explained after extraction, that should be over the minimum acceptable level
recommended by Hinkin et al. (1997), 1.e. 60%. For the subsequent factor structure, a

factor loading higher than 0.40 was employed to identify the composites of each
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factor as meaningful and significant, as this level was commonly used by researchers

(Ford et al., 1986; Hinkin et al., 1997).

5.3.1 Factor Structure of Service Loyalty

The test of KMO yields a value of 0.87, and the Barlett’s test of sphericity yields a
value of 1217.32 with an associated significance of 0.00, indicating that the data set is
adequate for factor analysis and suggesting that the correlations matrix is unlikely an
identity matrix (Hair et al.,, 1995). A 3-factor solution is extracted with the total
variance of 64.86%. These three factors are defined as behavior, attitude and
cognition, according to the meaning of the items that load on each of these factors.
The factor structure, as presented in Table 5.1, is supported by the recént conceptual
theory (Oliver, 1999; Sivadas and Baker-Prewitt, 2000), suggesting service loyalty

should be composed of cognitive loyalty, attitudinal loyalty and behavioral loyalty.

Cronbach’s alpha reliability test was then performed to test the internal consistency of
each factor (Churchill, 1979; Hair et al., 1995; Knutson et al., 1991; Stevens et al.,
1995). The Cronbach’s alpha values of behavior, attitude and cognition are 0.82, (.65
and 0.82 respectively. The values of behavior and cognition exceed the suggested
cutoff value of 0.70, revealing an acceptable level of reliability (Nunnally, 1978).
Although the attitudinal dimension is marginally below the suggested cutoff line, it 1s

over 0.60 that is still considered as adequate (Dean, 1999).
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Table 5.1:  Results of Factor Analysis for the Dimensions of Service Loyalty

of time.

(N =278)
Factor Cronbach’s
Items (version of dining service)
Loadings alpha (o)

Behavior
1. There is a very high probability that you will dine at this 0.72

restaurant again,
2. You have recommende;d other people to patronize this 0.80

restaurant.

0.82

3. You will say positive thing to other people about the service 0.80

provided by this restaurant.
4. You will give positive feedback to this restaurant. 0.63
8. You will try the new food or drinks that are recommended 0.46

by this restaurant.
Attitude
5. You will continue to dine at this restaurant even if the price 0.66

.or service charge is increased somewhat.

0.65

6. You have strong preference on this restaurant. 0.50
7. You will keep dine at this restaurant, regardless of 0.85

everything being changed somewhat,
Cognition
9. This restaurant is the first choice in your mind when you 0.81

consider to have dinner outside.
10. Assumed that you have only three choices when you are in 0.81 0.82

need of having dinner, this restaurant must be one of them.
11. You have regularly dined at this restaurant for a long period 0.82
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Therefore, the attitudinal dimension is retained as a reliable measure of service loyalty
because the items contribute significantly to this dimension and result in high item-to-
total correlation. In fact, the three items loading on the attitudinal dimension have the
factor loading exceeding 0.40 as shown in Table 5.1, showing that those items
perform satisfactory to group as meanmingful construct in the preliminary stage (Ford

et al., 1986; Hair et al. 1995; Hinkin et al., 1997).

54  Evaluation of the Measurement Models

The two-step modeling procedures, recommended by Anderson and Gerbing (1988)
were followed to evaluate the proposed structural model with the use of sample 2 (N;
= 279). In the first step, each of the three measurement models was evaluated
separately with the use of confirmatory factor analysis to assess the intemal and
external consistency for each set of items at the level of first order constructs. Next,
each first order construct was transformed into composite score for estimating the
measurement model at the second order level. For the confirmatory factor anaiysis,
full-information estimation approach — maximum likelihood (ML) method was

employed for estimating the parameters of measurement models in this study.

In the second step, the proposed structural model was estimated with the prescribed
relationships between the fixed measurement models. These two-step modeling
procedures is preferred as it can avoid the interactions among measurement models
and the overall structural model, by reducing the chance for one model with poor fit to

be compensated by another model with good fit (Anderson and Gerbing, 1988; Hair et
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al., 1995}. In this section, the findings of evaluating the measurement models are first
discussed. Then, the findings of evaluating the proposed structural model are

discussed in section 5.5.

The procedures of confirmatory factor analysis for evaluating the measurement
models at the first-order level as well as those at the second-order level are described
in the following subsection 5.4.1 and section 5.4.2 respectively. In which the
procedures of assessing reliability and validity of each scale for all measurement
models at both first order and second order level are also described in terms of
construct reliability, convergent validity and discriminant validity (Hair et al., 1995).
Construct reliability is a measure of the internal consistency of the construct items
(Hair et al., 1995). Convergent validity refers to the extent to which the measures used
in this study are highly correlated with other different measures of the same construct
(Anderson and Gerbing, 1988; Hinkin, et al., 1997; Fornell and Larcker, 1981; van
Birgelen et al, 2000). Discriminant validity refers to the degree of measures in
conceptually different constructs are distinct with very low or even no correlation
(Forneil and Larcker, 1981; Hinkin et al., 1997; Li and Cavusgil, 1999; van Birgelen

et al., 2000).

5.4.1 Confirmatory Factor Analysis at the First Order Level
At the first order level, there are three measurement models of perceived service
quality, customer satisfaction and service loyalty as presented in Figure 5.2, Figure

5.3 and Figure 5.4 respectively,
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Figure 5.2: The Measurement Model for Perceived Service Quality (At First
Order Level)
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Figure 5.3: The Measurement Model for Customer Satisfaction (At First
Order Level)
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Figure 5.4: The Measurement Model for Service Loyalty (At First Order
Level)
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In the confirmatory factor analysis, all forty-two questionnaire items were forced to
load on their corresponding first order factors among the underlying constructs on the
basis of literature and the results obtained in exploratory factor analysis. Each item,
represented by a rectangular box, was specified with an error term (el to e42) that
involved measurement error, systematic unique variance components and random
error (Arbuckle, 1997, Armstrong and Tan, 2000). In order to cope with
identifiability, one of the paths for each construct was constrained to ! (Noronha,
1999). All first order factors were allowed to correlate freely in each of these three
measurernent Ihodels. However, the unique error terms were assumed to be
uncorrelated with each other and with the underlying common latent variable

{Anderson and Gerbing, 1988; Bagozzi and Y1, 1988; Hughes et al., 1986).

The results of confirmatory factor analysis of these three measurement models at the
first order level are presented in Table 5.2, Table 5.3 and Table 5.4 respectively. All
forty-two items attach with a critical ratio that greater than 1.96 at the 0.05
significance level, and most of them have a high standardized estimated loading (i.e.
larger than 0.50) on the relationship with the underlying construct, indicating that the
items are statistically significant in measuring the corresponding first order construct

(Arbuckle, 1997).
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Table5.2:  Results of Confirmatory Factor Analysis on the Measurement
Model for Perceived Service Quality at the First Order Level
‘ . VYariance
| Standardized | Standard | Critical | Error | Critical Ratio -
Parameters ; ' . ' - _ | Estimateof
' Estimate Error | Ratio** Term - | of Variance**
' Error Term
501 6.29 0.78
1* 0.70 - - el 10.18 0.80
2 0.79 0.11 11.88 - e2 9.55 0.73
3 0.79 0.10 11.92 e3 9.58 0.68
4 0.74 0.09 11.11 e4 10.05 0.64
5 0.66 0.09 9.90 e5. 10.28 0.82
502 7.10 L08
6* 0.76 - - e6 9.98 0.79
7 0.74 0.08 12.49 e7 10.41 0.77
8 0.81 0.07 13.78 e8 . 9.55 0.53
0.71 0.08 11.79 €9 10.67 0.89
$03 927 1.34
10% 0.89 - - el0 7.61 035
11 0.80 0.05 17.04 ell 10.06 0.55
12 0.77 0.05 15.99 el2 10.21 0.68
S04 8.16 151
13* 0.83 - - el3 8.96 0.70
14 0.38 0.06 17.04 eld 7.44 0.48
15 0.81 0.06 15.40 els 9.19 0.69
16 042 0.08 6.91 el6 11.49 1.91
505 5.61 0.86
17* 0.63 - - el? 10.87 1.30
18 0.45 0.09 6.67 el8 11.15 1.26
19 0.68 0.09 9.61 el9 10.51 0.82
20 .0.59 0.09 8.62 €20 11.02 1.00
21 0.57 0.08 8.41 e?l 11.15 0.86
22 0.52 0.1 7.50 e22 10.75 1.49
506 5.02 0.52
23 0.57 - -- e23 11.30 1.08
24 0.68 0.13 8.98 e24 10.94 0.84
25 0.70 0.14 9.20 e25 10.74 0.84
26 0.69 0.15 9.00 €26 10.66 1.02

* The corresponding parameter was constrained to unity (1.00) to ensure model identification

** Significant at the 0.05 significance level
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Table 5.3:  Results of Confirmatory Factor Analysis on the Measurement
Model for Customer Satisfaction at the First Order Level
N - Variance
Standardized | Standard Critical Error | Critical Ratio | .
Parameters | . A | C ‘ Estimate of
Estimate Error  Ratio® | Term | .of Variance**
‘ : o Error Term
cs 8.45 1.00
1* 0.83 - - e27 10.32 0.44
2 0.91 0.06 19.98 e28 8.51 0.25
3 0.88 0.06 18.77 e29 9.55 0.31
4 0.88 0.06 18.71 e30 9.59 0.31
5 0.91 0.05 19.70 e3l 8.81 0.24

* The comresponding parameter was constrained to unity (1.00) to ensure model identification

** Significant at the 0.05 significance level

Results of Confirmatory Factor Analysis on the Measurement

Table 5.4:
Model for Service Loyalty at the First Order Level
Variance
Parameters Standardized | Standard Critical Error | Critical Ratio Estimate of
Estimate Error Ratio** Term | of Variance**
Error Term
SL1 6.73 113
1* 0.72 -- -- €32 10.47 1.04
2 0.87 0.09 13.92 e33 7.75 0.56
3 0.87 0.08 13.87 e34 7.91 0.46
4 0.63 0.09 10.10 e3s 10.99 1.40
8 0.59 0.07 9.40 e36 11.13 1.03
SL2 6.55 1.32
5 0.75 - - €37 7.92 1.01
6 0.63 0.08 9.33 e38 9.97 1.23
0.62 0.08 9.21 el9 10.08 1.20
SL3 8.94 1.89
9+* 0.88 -- -- e40 6.46 0.53
10 0.92 0.06 19.03 edl 4.57 0.39
11 0.70 0.07 13.37 e42 10.70 1.76

* The corresponding parameter was constrained to unity (1.00) to ensure model identification

** Significant at the 0.05 significance level
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5411 Overall Model Fit of Measurement Models at the First

Order Level
When considering the extent of goodneés-of—ﬁt of each measurement model, Chi-
square test (x%) was first employed to evaluate model fit (Bagozzi and Yi, 1988; Hu
and Bentler, 1995). In the y* test, model fit appears unacceptable for the measurement
models of perceived service quality (¢ = 944.62, d.f. = 284, p = 0.00), customer
satisfaction (x* = 38.26, d.f. = 5, p = 0.00) as well as service loyalty (= 118.06, d.f.
= 41, p = 0.00). Even though the Chi-square statistics for three measurement models
are statistically significant with the significance level of 0.00, they should not be
rejected for model fit (Anderson and Gerbing, 1988). This is because the significant
results of ¥° test are expected when there are a large number of variables in a model
(Baggozi and Yi, 1988; Walter et al., 2000), or a model being evaluated with a large

sample size (Anderson and Gerbing, 1988).

In fact, the use of ¥ is not a satisfactory test for goodness-of-fit of a model with a
large sample size because the result of ¥ test is very sensitive to sample size, resulting
the rejection. of a model even there is only small discrepancies and thus making all
good fit models indicate a poor fit (Anderson and Gerbing, 1988; Armstrong and Tan,
2000; Bagozzi and Yi, 1988; Hair et al., 1995; Noronha, 1999). Therefore, model
evaluation should not be based solely on the y° test (Hughes et al., 1986), other
indicators of goodness-of-fit should be considered, like absolute fit measures and
inqremental fit measures (Hair et al., 1995; Hu and Bentler, 1995). The absolute fit
measures refer to those measures that directly assess how well a proposed model
represents the sample data. This type of measures includes Chi-square (%) test and

Root mean square error of approximation (RMSEA). The incremental fit measures
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refer to those evaluate the proportionate improvement in fit by comparing the
proposed model with a baseline model which is a single-factor model with no
measurement error (Hair et al., 1995). This type of measures includes Incremental fit
index (IFI), Normed fit index (NFI) and Comparative fit index (CFI). Thus, these

indices were also employed for evaluating the measurement models in this study.

As shown in Table 5.5, the values of IFI, NFI and CFI show that all three
measurement models fit the input data well as these statistics reach tﬁe acceptable
level that suggested by Hair et al. (1995), and Hu and Bentler (1995). However, the
values of RMSEA of the measurement models on perceived service quality and on
customer satisfaction are over the recommended value of 0.08, suggesting these two
measurement models can be further improved. Generally speaking, the results provide
satisfactory evidence on the model fit of the three measurement models with very

high values (i.e. >0.90) on IFI, NFI and CFI at the first order level.

5412 Reliability and Validity Assessment at the First Order Level

It is important to ensure the multiple indicators of each latent variable in the
measurement models are converging to measure one single construct (Gerbing and
Anderson, 1988; Hughes et al., 1986). Major criteria for assessing measurement
properties, 1.e. internal consistency and external consistency (Anderson and Gerbing,
1988; Gerbing and Anderson, 1988), of a proposed model include construct

reliability, convergent validity and discriminant validity (Peter, 1981).
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Table 5.5:

Goodness-of-fit Indices of Measurement Models for Perceived

Service Quality (SQ), Customer Satisfaction (CS) and Service

Loyalty (SL) at the First Order Level

_Perceived
Level of Customer Service
Goodness-of-fit Indices Service
Acceptable Fit Satisfaction Loyalty
Quality
Chi-square (°) test p>0.05 v =94462 | x =38.26 |y =118.06
{95% Sig. d.f. =284 df.=5 d.f.=41
level) p=0.00 p=0.00 p-=0.00
Root mean square error of | Acceptable 0.09 0.16 0.08
approximation (RMSEA) | value < 0.08
Incremental fit index (IFI) | Recommended 0.97 0.99 0.99
level: > 0.90
Normed fit index (NFI) Recommended 0.96 0.99 0.99
level: > 0.90
Comparative fit index Recommended 0.97 0.99 0.99
(CFI) level: > 0.90

Prior to proceed further steps in assessing construct reliability and construct validity,

estimated loadings were first examined for the existence of any offending estimates

(Hair et al., 1995) or anamolies (Bagozzi and Yi, 1988). The problem of offending
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estimates will be encountered when an estimated loading is associated with: 1) a
negative error variance or non-significant variance; 2) a standardized estimated
loading exceeding 1.0; or 3) a standard error greater than half of the corresponding
estimatea loading (Hair et al., 1995). As shown in Table 5.2, Table 5.3 and Table 5.4,

all measurement models at the first order level do not suffered from the problem of

offending estimates.

Construct reliability was assessed for each construct with multiple indicators in the
proposed model to ensure adequate internal consistency (Hair et al., 1995). According
to Hair et al. (1995), construct reliability was examined by calculating the composite

reliability of a construct with the following equation:

(Z std. [oaa’ing)2
(Z std. loaa‘ing)z- + Z £;

Construct Reliablity =

std. loading = standardized estimate of each observable indicator

& = measurement error of corresponding j indicator which is calculated

by 1 — (standardized Ioading)2

As presented in Table 5.6, the construct reliability of each construct exceeds the
recommended level of 0.70 (Hair et al., 1995), indicating high level of internal

consistency for all first order constructs.
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Table 5.6:  Construct Reliability of First Order Constructs

Construct Average Variance
First Order Construct

Reliability Extractgd
Perceived Service Quality -
Reliability 0.86 0.54
Responsiveness 0.84 0.57
Assurance - 0.86 0.67
Empathy 0.84 0.58
Tangibles ‘ 0.75 0.33
Outcomes 0.76 0.44
Customer Satisfaction 0.95 0.78
Service Loyalty
Behavior 0.86 0.56
Attitude 0.71 0.45
Cognition 0.88 0.70

Another measure of construct reliability is the average variance extracted (AVE)
measure, which reflects the overall amount of variance of each observable item
accounted for by the latent construct (Hair et al., 1995). As suggested by Hair et al.

(1995), AVE was computed by the following equation:

Z std. loading®

AVE =
> std. loading” + &,
std. loading = standardized estimate of each indicator
& = measurement error of corresponding j indicator which is calculated

by 1 - (standardized loading)’
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As indicated in Table 5.6, most constructs have AVE values over the recommended
cutoff point of 0.50 (Fornell and Larcker, 1981; Hair et al, 1995), except the
construct of Tangibles (0.33), Outcomes (0.44) and Attitude (0.45). High AVE value
represents the observable items can truly explain the underlying construct with the
variances more than that are explained by the measurement error. Although the
variance extracted values of these constructs are marginally below the suggested
cutoff value, it is still considered as reliable measures of the underlying constructs on
the basis of theory and content considerations (Anderson and Gerbing, 1988), as well

as the associated high construct reliability (Hinkin et al., 1997).

Convergent validity was assessed by determining whether the estimated loading of
each indicator on the underlying first order construct was significant or not (Anderson
and Gerbing, 1988; Bagozzi et al., 1991; Fornell and Larcker, 19@1; van Birgelen et
al., 2000). As recommended by Armstrong and Tan (2000}, convergent validity can
be determined by looking at the critical ratio that is generated as an indicator of
significant correlation between the item and the respective construct. For a 0.05
significance level in AMOS application, any critical ratio that exceeds 1.96 in
absolute magnitude 1s considered as statistically significant (Arbuckle, 1997).
Alternatively, an estimated loading of item is also considered as statistically
significant to posit on the respective construct when the estimated loading is greater
than twice of its standard error (Anderson and Gerbing, 1988). Therefore, convergent
validity was assessed by checking both the critical ratio and standard error for each
item on its underlying first order construct. As shown in Table 5.2, Table 5.3 and

Table 5.4, all items of the three measurement models are associated with a critical
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ratio exceed 1.96 and their values of-standard error are smaller than half of the

corresponding standardized estimates, providing evidence of high convergent validity.

Discriminant validity for the measurement models at the first order level was assessed
by comparing the inter-correlation among the multi-scales that measuring the same
céncept (R« and Ryy) with those measuring different concepts (Ryy) (Fornell and
Larcker, 1981; Taylor and Baker, 1994). The results of a correlation matrix among the
multi-scaled constructs (i.e. perceived service quality and service loyalty) are shown
in Table 5.7. It indicates that all the correlations in Ry, and Ry, are significant at the
0.01 significance level, and most of these correlations are larger than the correlations
in Ry. Therefore, discriminant validity is achieved (Anderson and Gerbing, 1988;

Fomell and Larcker, 1981; Walter et al., 2000).

Table 5.7: Correlations of Measurement Models at the First Order Level

5Q1 $Q2 SQ3 5Q4 SQ5 SQ6 SL1 SL2 SL3

SQ1 1.00

$Q2 0.77* 1.00

5Q3 0.76* 0.78* 1.00

SQ4 0.63* 0.67* 0.69* 1.00

SQ5 0.55* 0.59* 0.57* 0.70* 1.00

S5Qo 0.63* 0.64* 0.69* 0.70* 0.79* 1.00

SL1 0.04* 0.61* 0.61* 0.55% 0.55* 0.67* 1.00

SL2 0.45* 0.44* 0.46* 0.50* 0.43* 0.49* 0.67* 1.00

SL3 (0.48% 0.51* 0.42% ~ 0.29* 0.24* 0.40* 0.55* 0.45* 1.00

* Significant at the 0.01 significance level

P.S. The gray areas represent R,, and Ry, and the white area represents R,

Note:  SQI — Reliability SQ4 — Empathy SL1 — Behavior
SQ2 — Responsiveness SQ5 — Tangibles SL2 - Attitude
SQ3 — Assurance 8Q6 — Outcomes SL3 - Cognition
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In summary, according to the tests of reliability, convergent validity and discriminant
validity, the evidence on construct reliability and construct validity of the three

measurement models at the first order level are highly supported by the data.

5.4.2 Confirmatory Factor Analysis at the Second Order Level

At the second order level, there are two measurement models (e percéived service
quality and service loyalty) as presented in Figure 5.5 and Figure 5.6 respectively by
using the composite scores of the corresponding first order factors as observed
variables. The composite scores were computed by averaging each set of items in the
underlying first order construct. Specifically, the six first order factors (i.e. Reliability,
Responsiveness, Assurance, Empathy, Tangibles and Qutcomes) were comprised with
a second order construct of perceived service quality. In the same way, the three first
order factors (i.e. Behavior, Attitude and Cognition) were comprised with a second

order construct of service loyalty.

The second order measurement models were analyzed by assessing the relationship
with the corresponding first order factors. The results of confirmatory factor analysis
in two measurement models with parameter estimates and variances at the second

order level are presented in Table 5.8.
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Table 5.8:  Results of Confirmatory Factor Analysis for Two Measurement
Models at the Second Order Level
Critical Variance
. Standardized | Standard Critical
Parameters Error Term Ratio of Estimate of
Estimate Error Ratio** i
Variance** | Error Term
A 8.25 0.72
SQ1* 0.83 - -- ed3 0.84 0.24
SQ2 0.86 0.06 17.23 ed4 927 0.31
SQ3 0.87 0.07 17.55 ed5 9.02 0.32
SQ4 0.81 0.07 15.85 ed6 10.05 0.47
S5Q5 0.75 0.05 14.25 ed7 10.62 0.33
SQ6 0.82 0.06 16.18 €48 9.90 0.32
SL 7.45 0.99
SL1* 0.87 - - ed9 3.71 0.31
SL2 0.76 0.09 10.40 e50 7.15 0.56
SL3 0.63 0.10 946 esl .99 1.32

* The corresponding parameter was constrained to unity {1.00) to ensure model identification

** Significant at the 0.035 significance level

As shown in Table 5.8, all observed first order factors have a high standardized

estimated ' loading (i.e. larger than 0.50) on the underlying latent construct and

associate with a critical ratio that is larger than 1.96 and a relatively low error

variance, indicating the first order factors are statistically significant to measure the

corresponding concept at the 0.05 significance level.
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5421 . Overall Model Fit of Measurement Models at the Second

Qrder Level

Similarly, Chi-square (3°) test, Root mean square error of approximation (RMSEA),
Incremental fit index (IFI), Normed fit index (NFI) and Comparative fit index (CFI)
were employed for evaluating the second order measurement models of perceived
service quality and service loyalty (Bagozzi and Yi, 1988; Hu and Bentier, 1995). In
the i test, model fit appears unacceptable for perceived service quality (x* = 150.46,
d.f. =9, p = 0.00). However, all standardized regression weights (estimated loadings)
and variances were statistically significant at the 0.05 significance level. For the latent
construct of service loyalty, the Chi-square value cannot be computed, suggesting a
perfect good fit. It is noticed that such perfect good fit of service loyalty construct is
inflated as a result of just identification of measurement model with zero degree of

freedom (Chou and Bentler, 1995).

The results of those five goodness-of-fit indices as presented in Table 5.9, indicate
that both measurement models at the second order level fit the input data well on the
basis of IFI, NFI and CFI as the statistics reach the acceptable level. However, the
value of RMSEA in the measurement model of perceived service quality is over the
recommended value of 0.08, suggesting this measurement model can be further
improved. Generally speaking, the results still provide satisfactory evidence on the
mode] fit of two measurement models with very high values (i.e. >0.90) on IFI, NFI
and CFIl. Especially, the measurement model of service loyalty exhibits perfect fit

with the values of | in the goodness-of-fit measures of IFI, NFI and CFI.
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Table 5.9: Goodness-of-fit Indices of Measurement Models for Perceived

Service Quality (SQ) and Service Loyalty (SL) at the Second Order

Level

Goodness-of-fit Indices Perceived Service Quality Service Loyalty

Chi-square (x°) test x*=15046 d.f =9 ¥ =000 df=0
p=10.00 p=1.00

Root mean square error of 0.24 0.00
approximation (RMSEA)
Incremental fit index (IFI) 0.98 1.00
Normed fit index (NFI) 0.98 1.00
Comparative fit index (CFI) 0.98 1.00

5422

Reliability and Validity Assessment at the Second Order

Level
Same as the procedures at the first order level, the existence of offending estimates
was first examined (Hair et al., 1995). As a result, no estimates of measurement
models at the second level encounters the problem of offending estimates that

described by Hair et al. (1995).

For assessing the construct reliability of the second order constructs, the composite
reliability of a construct as well as the AVE value were again calculated with the
equations stated by Hair et al. (1995). The calculated construct reliability of each

second order construct is presented in Table 5.10. The values of composite reliability
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of both second order constructs exceed the recommended level of 0.70 (Hair et al.,
1995). Simularly, the AVE values of both constructs exceed the suggested cut-off
value of 0.50 (Forriell and Larcker, 1981; Hair et al., 1995), indicating the specified
first order factors are sufficient in representing the underlying second order

constructs.

Table 5.10:  Construct Reliability of Second Order Constructs

Construct Average Variance
Second Order Construct
Reliability Extracted
Perceived Service Quality 0.90 0.68
Service Loyalty 0.71 0.58

Convergent validity was then assessed by checking the critical ratio and standard error
of each first order factor on its underlying second order construct (Anderson and
Gerbing, 1988; Armstrong and Tan, 2000; Bagozzi et al., 1991; Fornell and Larcker,
1981; van Birgelen et al., 2000). Consequently, all first order factors are statistically
significant to load on their corresponding second order constructs at the 0.05
significance level with large critical ratios and small standard errors, providing
evidence of adequate convergent validity on both measurement models of perceived

service quality and service loyalty at the second order level.

Discriminant validity for the measurement models at the second order level was
assessed by comparing the average variance extracted (AVE) of each second order

construct to the square of the correlation between the two constructs (Brady and
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Robertson, 2001; Fornell and Larcker, 1981; Spreng and Mackoy, 1996). In Table
5.10, AVE values of perceived service quality and service loyalty are obtained with
the value of 0.68 and 0.58 respectively. To compare with the correlation between .
perceived service quality and service loyalty, the AVE value of each latent construct
is greater than the square of their inter-correlation (0.66° = 0.44) as stated in Table

5.11. Thus, discriminant validity has been demonstrated.
In summary, according to the tests of reliability, convergent validity and discriminant

validity, evidence on construct reliability and construct validity of the two

measurement models at the second order level are highly supported by the data.

Table 5.11: Correlations of Measurement Models at the Second Order Level

(N =279)
Service Quality (SQ) Service Loyalty (SL)
Service Quality (SQ) 1.00
Service Loyalty (SL) 0.66* 1.00

* Significant at 0.01 the Significance level

55 Estimation of Structural Model

Having determined the construct properties of the three measurement models, as
recommended by Anderson and Gerbing (1988), the next step was to evaluate the
“overall proposed structural model of this study and to estimate its model fit. Figure

5.7 presents the proposed structural model that is the interest of the discussion in this
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study, in which the three measurement models (i.e. perceived service quality,
customer satisfaction and service 10).falty) are connected with each other by specifying
the hypothesized relationships with the parameters v;; and B;j. The latent variables
measuring customer satisfaction (CS) and service loyalty (SL) are represented by the
symbol v;, that indicates an endogenous variable and its value is determined within
the model (Hughes et al,, 1986). The latent variable measuring perceived service
quality (SQ) is represented by the symbol &;, that indicates an exogenous variable and
its value is determined by factors outside the model (Hughes et al., 1986). The
parameters 8;; and & represent the error variance of the observed variables that
measure exogenous and endogenous variables respectively, while ;; represents the

error variances of those endogenous variables.

Similar procedures in the estimation of measurement models at the second order level
were followed, composite scores of the first order factors were computed and
represented the observed variables on the corresponding second order construct. Ay
and Ay ;; indicate the relationships between observed first order variables and the
underlying latent independent and dependent variables respectively. These
standardized parameter estimates, in fact, provide the important information about the

relative strength of relationship between them.

As shown in Table 5.12, all the observed first order factors have a high standardized
estimated loading on the corresponding construct with a critical ratio larger than 1.96,
indicating the tested first order factors are statistically significant in measuring the
corresponding concept at the 0.05 significance level (Arbuckle, 1997). The results of

standardized estimates and error variances are also presented graphically in Figure

5.8.
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Table 5.12: Results of Confirmatory Factor Analysis on the Proposed
Structural Model
B |- : - Critiecal | Variance
Standardized | Standard | Critical ‘Error
Parameters : Ratio of Estimate of
Estimate Error Ratio** Term
Variance** | Error Term
Paths
-SQ— CS (y1.1) 0.86 0.07 15.45 . -- -
SQ — SL (y12) 0.4i 0.12 421 -- -- --
CS — SL (P21} 0.44 0.10 4.63 - -- -
S0 828 0.72
SQ1 ')ﬁ,._.* 0.82 - - 81,1 10.18 0.34
SQ2 Aotz 0.85 0.06 17.22 d12 9.79 0.32
SQ3 Ax13 0.86 0.07 17.35 &4 9.71 0.34
SQ4  Aa 0.79 0.07 15.48 814 10.51 0.51
8Qs hxl s 0.76 0.05 14.62 dis 10.76 0.32
SQ6  Agis 0.84 0.06 16.89 Bie 9.93 0.29
cs 4 6.98 0.27
bl Ayt 0.83 - - €11 10.52 0.45
b2 Az 0.91 0.06 19.99 €12 9.03 0.25
b3 Ayas 0.88 0.05 18.91 El3 9.81 0.30
Y S W 0.88 0.06 18.75 €14 9.90 0.31
b5 Myis 0.91 0.05 19.84 €15 9.17 0.23
SL & 6.43 0.37
) A W 0.94 - - €2, 3.34 0.16
SL2 Ay 0.71 0.06 13.54 €22 10.36 0.66
SL3 Ayas 0.61 0.08 10.96 £ 11.05 .40

* The corresponding parameter was constrained to unity {1.00) to ensure model identification

** Significant at the 0.05 significance level
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551 Overall Model Fit of the Proposed Structural Model

When considering the extent of goodness-of-fit of the proposed structural model, Chi-
square test (x*) was initially employed to evaluate model fit (Bagozzi and Yi, 1988;
Hu and Bentler, 1995). Even though the chi-square statistics (x> = 348.17, d.f. =74, p
= (.00) are statistically significant with the probability level of 0.00, the proposed
structural model should not be rejected (Anderson and Gerbing, 1988). Instead, modei
fit of a structural model should be assessed by a relative Chi-square ratio that is
yielded by dividing the Chi-square value over the corresponding degrees of freedom
(Armstrong and Tan, 2000). A relative Chi-square ratio of 4.71 is yielded for the
proposed structural model as shown in Table 5.13, indicating a reasonable model fit

with a ratio lower than 5 (Armstrong and Tan, 2000; Marsh and Hocevar, 1995).

Table 5.13: Goodness-of-fit Indices of the Proposed Structural Model

Goodness-of-fit Indices Proposed Model
Chi-square (y°) test ¥ =348.17 d.f=74
p=10.00
Relative Chi-square ratio 4.71
Root mean square error of approximation (RMSEA) 0.11
Incremental fit index (IFT) 0.98
Normed fit index (NFTI) 0.98
Comparative fit index (CFI) 0.98

The other goodness-of-fit indices: RMSEA (0.11), IFI (0.98), NFI (0.98) and CFI
(0.98), all reach the acceptable level that suggested by Hair et al. (1995), and Hu and

Bentler (1995), indicating a good model fit, except RMSEA which indicates that there
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is a room for improvement. However, the results of goodness-of-fit indices provide

satisfactory evidence on the model fit of the proposed structural model.

In order to provide greater confidence on accepting the proposed structural model and
to find out whether if any better-fit or more parsimonioué model, the proposed
structural model (M) was compared with two competing or alternative models (M,
and M.;) (Anderson and Gerbing, 1988; Hair et al., 1995). Based on the theoretically
foundations, perceived service quality was argued to have no or non-significant direct
impact on service loyalty (Brady and Robertson, 2001; Stank et al., 1999). Thus, the
first competing model (M.;) was developed by deleting the relationship between
perceived service quality and service loyalty (SQ—SL), and reserved the sequence of
single route: SQ—CS—SL, indicating perceived service quality only had significant
effect on customer satisfaction and ultirﬁately on service loyalty indirectly. Then, a
second competing model (M) was developed by deleting the rélationship between
perceived service quality and customer satisfaction {(SQ-—CS), based on the argument
that perceived service quality had significant direct impact on service loyalty without
any indirect impacts through customer satisfaction (Oliver, 1980). Thus, M., indicated
the scenario that both perceived service quality and customer satisfaction had direct
impact on service loyalty independently. Both competing models and the proposed
structural model are simply presented in Figure 5.9, in which only the second order

constructs are displayed with the path relationships.

Previous set of five goodness-of-fit indices as well as the relative Chi-square ratio
were calculated for each model. Then, the statistics were compared among the
proposed model and the competitive models to determine which one was the best

model to fit the sample data. The results are illustrated in Table 5.14.
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Proposed
Structural Model SQ

(M)

Competing
Model
(Mcl)

Competing
Model
(MCZ)

SQ = Perceived Service Quality -
CS = Customer Satisfaction
SL = Service Loyalty

Figure 5.9: Path Diagrams of Proposed Structural Model and Competing

Models
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Table 5.14: Comparison of Goodness-of-fit Indices of the Proposed Structural

Model against the Competing Models

Competing | Competing

Proposed
Goodness-of-fit Indices , Model Model
Model (Mp)
(Mcl) (Mcz)
Chi-square (x°) test X =348.17 | x*=365.40 | x"=636.17

df.=74 df =75 df =75

p = 0.00 p =0.00 p =0.00

Relative Chi-square ratio 4.71 4.87 8.48
Root mean square error of approximation 0.11 0.12 0.16
(RMSEA)

Incremental fit index ([FI) 0.98 0.98 0.96
Normed fit index (NFI) 0.98 0.98 0.96
Comparative fit index (CFI) 0.98 0.98 0.96

To compare between My and M.y, it seems that there is no substantial difference on
incremental fit measures (IFI, NFI and CFI), but the relative y° ratio and RMSEA
' indicates that M, is preferred with better fit comparably to M. Then, in comparing
between M, and M,, all statistics of goodness-of-fit indices significantly favor My,
especially in the relative Chi-square (x°) ratio, indicate that M, is preferred with better
fit comparably to M.;. Particularly, M, results with a significantly lower Chi-square
value when comparing with M, and M, in terms of Ay* (17.23) and Ax® (288.00)

with the Ad.f. of 1 respectively.
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Consequently, the comparison with two competitive models illustrates that M, is the
model with better fit comparably to M, and M_;. Thus, the proposed structural model

is accepted and is used for the upcoming hypothesis test.

55.2 Reliability and Validity Assessment

Prior to the hypothesis test, existence of offending estimates was first examined (Hair
et al.,, 1995). As shown in Table 5.12, no estimate appears as either associating with
negative error variance or standardized estimated loading that exceeded 1 or non-
significant error variance. Thus, there was no need to have re-specification on the

proposed structural model.

Then, the construct reliability of the constructs in the proposed structural model was
assessed by calculating the composite reliability of each construct as well as the AVE
value. The calculated values for assessing the construct reliability of each second
order construct are presented in. Table 5.15. All composite reliability of constructs
exceed the recommended level of 0.70 (Hatr et al., 1995). Similarly, all AVE values
exceed the suggested cut-off value of 0.50 (Forell and Larcker, 1981; Hair et al.,

1995), providing supportive evidence on the high construct reliability of the latent

constructs.

For assessing convergent validity and discriminant validity of the proposed structural
model, same procedures that described in previous subsections were followed. As
shown in Table 5.12, all first order factors result in the critical ratio exceeding 1.96
and associate with a standard error that was smaller than half of the standardized
estimates, indicating the relationships between first order factors and their underlying

second order constructs are statistically significant at the 0.05 significance level
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(Arbuckle, 1997). Thus, these findings provide great evidence of adequate convergent
validity on the proposed structural model (Anderson and Gerbing, 1988; Armstrong

and Tan, 2000; Bagozzi et al., 1991; Brady and Robertson, 2001; Fornell and Larcker,

1981; van Birgelen et al., 2000).

Table 5.15: Construct Reliability of Latent Constructs

Construct Average Variance
Second Order Construct
Reliability Extracted
Perceived Service Quality (SQ) 0.93 0.67
Customer Satisfaction (CS) 0.95 0.78
Service Loyalty (SL) 0.71 0.58

Discriminant validity for the structural model was assessed by comparing AVE of
each latent construct (i.e. SQ, SC and SL) to the square of the correlation between
pairs of latent constructs (Brady and Robertson, 2001; Fornell and Larcker, 1981;
Spreng and Mackoy, 1996). As shown in Tabie 5.15, AVE of SQ, CS and SL is the
value of 0.67, 0.78 and 0.58 respectively. The correlations between pairs of latent
constructs (i.e. SQ—CS§, SQ«SL and CSHSL) are displayed in Table 5.16 with the
value 0.80, 0.66 and 0.67 respectively. Therefore, the AVE values of three individual
latent constructs were greater than the square of these correlation (i.e. 0.64, 0.44 and
0.45 respectively) as stated. Consequently, discriminant validity is achieved in the

proposed structural model.
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Table 5.16: _ Means, Standard Deviations, and Correlations of Latent

Constructs in Proposed Structural Model (N = 279)

Service Customer Service
Mean S.D. Quality Satisfaction | Loyalty
(SQ) (CS) (SL)
Service Quality
4.78 0.90 1.00
(5Q) -
Customer : 0.80*
4.80 1.07 1.00
Satisfaction (CS) (0.64)
Service Loyalty 0.66* 0.67*
429 1.06 1.00
(SL) {0.44) (0.45)

* Significant at the 0.01 significance level

Square of correlation coefficient of respective latent construct is presented inside the parentheses.

More specifically, discriminant validity of the proposed structural model was assessed
by a series of model estimation in which the latent constructs were allowed to freely
correlate with each other, but the correlation between a pair of latent constructs was
constrained to unity at a time (Anderson and Gerbing, 1988; Bagozzi and Y1, 1988;
van Birgelen et al., 2000; Walter et al., 2000). Then, Chi-square difference test was
performed on the values obtained for the comparison bet\ﬁeen the unconstrained
model with each constrained model (i.e. M1, M2 and M3). M1 constrained the
relationship between perceived service quaiity and customer satisfaction. M2
constrained the relationship between perceived service quality and service loyalty and
M3 constrained the relationship between customer satisfaction and service loyalty. In

Table 5.17, except the comparison between MO and M1, Chi-square difference tests
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(i.e. MO-M2 and M0-M3) ﬁc statistically significant at the 0.01 significance level as
the values of Ay® are greater than the threshold value of 6.63 corresponding to 99%
confidence level with one degree of freedom (Churchill, 1995). These results indicate
that the latent constructs are not perfectly correlated and thus discriminant validity is

achieved with a significantly lower ¥* value for the unconstrained model.

Table 5.17: Results of Chi-square Difference Test on Unconstrained Model

and Constrained Models

x value d.f. Ay” Ad.f.
MO
348.17 74 -~ -
(Unconstrained)
Ml
348.80 75 M1-MO 0.63 1
(Constrained SQ—CS) '
M2
362.03 75 M2-M0 | 13.86* 1
(Constrained SQ—SL)
M3
374.96 75 M3-MO | 26.16* 1
(Constrained CS—SL)

* Significant at the 0.01 significance level

In summary, according to the tests of construct reliability, convergent validity and
discnminant validity, the evidence on construct validity in the proposed structural

model are supported by the data.

5.6 Hypothesis Test

The hypotheses that developed in Chapter 3 are stated below, in which the first one is

relevant to the measurement of service loyalty so as to determune whether service
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loyalty is conceived as a multidimensional structure with three distinct components:
behavior, attitude as well as cognition or not. Then, the next three hypotheses are
relevant to the relationships among perceived service quality, customer satisfaction
and service loyalty. The fifth one are hypothesized that customer satisfaction is a
major mediator in between perceived service quality and service loyalty by having
greater impact on service loyalty than perceived service quality. Finally, the sixth and
the seventh hypothesis are hypothesized to point out whether if any significant
differences between two groups, phone-banking sample and Western restaurant dining

sample, in evaluating perceived service quality so as to create high level of service

loyalty.

Hypothesis 1: Service loyalty is conceived as a multidimensional structure with three
distinct dimensions: behavior, attitude as well as cognition.

Hypothesis 2: Higher level of perceived service quality will lead to higher level of
customer satisfaction with the service.

Hypothesis 3: Higher level of customer satisfaction with the service will lead to
higher level of service loyalty.

Hypothesis 4: Higher level of perceived service quality will lead to higher level of
service loyalty.

Hypothesis 5: The impact of customer satisfaction is greater than that of perceived
service quality on service loyalty.

Hypothesis 6: For process-based services, perceived service quality is largely
determined by process-related elements than by outcome-related

elements in creating high level of service loyalty.
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Hypothesis 7: For outcome-based services, perceived service quality is largely

determined by outcome-related elements than by process-related

elements in creating high level of service loyalty.

5.6.1 The Measure of Service Loyalty

For the scale of service loyalty, t(;tally éleven items were identified. Under the
exploratory factor analysis, these eleven items were grouped into three dimensions,
namely behavior, attitude and cognition. Then, confirmatory factor analysis further

confirmed this factor structure of service loyalty with satisfactory goodness-of-fit.

As presented in Table 5.12, all the standardized estimates of first order factors of
service loyalty (i.e. SL1, SL2 and SL3) are statistically significant in the proposed
structural model. These significant estimates between service loyalty and its first
order factors support the hypothesis (1) that service loyalty is conceived as
multidimensional structure with behavioral, attitudinal and cognitive attributes with
the standardized path coefficients of 0.94, 0.71 and 0.61 respectively. The absolute
magnitude of these standardized path coefficients in the structural model reflects the
dimension of behavior (SL1) having the greatest standardized path estimate of 0.94 on
service loyalty. Hence, from the squared multiple correlations, behavioral attributes
(87.6%) capture almost all the interest domain in measuring service loyalty, when

compared with attitudinal (50.3%) and cognitive attributes (36.6%). Consequently,

hypothesis (1) is supported.
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5.6.2 Relationships between Perceived Service Quality, Customer

Satisfaction and Service Loyalty
An examination of the estimated path coefficients among the second order constructs
in the proposed structural model, indicating the relationships of SQ—CS (0.86),
CS—SL (0.44) and SQ—SL (0.41) are statistically signiﬁcant at the 0.05 significance
level in terms of the corresponding critical ratio. Therefore, hypothesis (2) is
supported that perceived service quality is positively and significantly related to the
customer satisfaction with a standardized path estimate (y,,} of 0.86, standard error of
0.07 and associates with a critical ratio of 15.45. Similarly, hypothesis (3) is aiso
supported that customer satisfaction of the service is positively and signiﬁcantlyr
related to the service loyalty with a standardized path estimate (f8,,) of 0.44, standard
error of 0.10 and associates with a critical ratio of 4.63. In addition, hypothesis (4) is
supported that perceived service quality is positively and significantly related to the
service loyalty with a standardized path estimate (y, ;) of 0.41, standard error of 0.12

and associates with a critical ratio of 4.21.

5.6.3 Role of Customer Satisfaction

Hypothesis (5) states that customer satisfaction is a significant mediator on the
relationship between perceived service quality and service loyalty and that 1t should
have comparatively greater impact on service loyalty than perceived service quali;y.
In order to test this hypothesis, the findings obtained from the comparisons among the
prqposed model (M,) with two competitive models (i.e. M, and M,;) that described in
Figure 5.9, were further analyzed. In the proposed structural model (M,), perceived
service quality served to constitute both direct and indirect effects on service loyalty.

On the other hand, the competitive model I (M.,) represehted the present of solely
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indirect effect of perceived service quality on service loyalty whereas the competitive

model 2 (M.2) represented the solely direct effect of perceived service quality on

service loyalty.

The competitive models were assessed for estimating the model fit with a previous set
of goodness-of-fit i.ndices. The standardized estimated path coefficients with the
corresponding standard errors (S.E.) and critical ratio (C.R.), and the results of
goodness-of-fit measures are presented and compared with those of the proposed

structural model in Table 5.18.

By comparing the standardized path coefficient between perceived service quality and
service loyalty (y,2) and that between customer satisfaction and service loyalty (Ba,)
in M, as shown in Table 5.18, indicating that the direct effect of customer sati'sfaction
(0.56) exerts greater impact on service loyalty than perceived service quality (0.47)
with a difference of 0.09. This indicates that perceived service quality exerts greater
impact on service loyalty than customer satisfaction when both are assigned to predict

service loyalty independently.

From the comparison of goodness-of-fit indices of M, against Mgy, M., was preferred
to be 5 better-fit model on the basis of all goodness-of-fit measures against Mc;. This
suggested that the indirect effect was more appropriate to describe the actual influence
from perceived service quality to service loyaity indirectly through customer

satisfaction than the direct effect.
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Table 5.18:

Comparison of the Estimated Path Coefficients and Goodness-of-

fit Indices of the Proposed Structural Model (Mp) and the

Competitive Models (M.; and M,;)

Proposed Structural Competitive Model Competitive Model
Model (M,) (M) (M)
Std. Std. Std.
SE. | CR* S.E. | C.R* SE. | CR*
Estimate Estimate Estimate
Paths
SQ— CS (y1,1) 086 | 007 1545| 087 |0.07]15.58 -- -- -
SQ — SL (y12) 0.41 0.10 | 4.63 - - -- 047 | 0.06 | 875
CS — SL (Ba.1) 044 |0.12| 421 080 |0.05|1659| 056 |005]|1072
Fit Indices
2 test y¥=348.17df =74 | ¥ =36540dLf =75 | ¥ =636.17d.£f =75

Relative ¥ ratio
RMSEA

IFI

NFI

CFI

PNFI

PCFI

p = 0.00
471
0.11
0.98
0.98
0.98
0.69

0.6%

p=0.00
4.87
0.12
0.98
0.98
0.98
0.70

0.70

p=0.00
8.48
0.16
0.96
0.96
0.96
0.68

0.69

* Significant at the 0.01 significance level

In addition, the standardized direct, indirect and total effects of perceived service

quality and customer satisfaction on service loyalty in all three models are visualized

in Table 5.19. In the effect analysis (Fox, 1980), the standardized direct effect of
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customer satisfaction on service loyalty (0.44) is greater than that of perceived service
quality (0.41) in M;. On the other hand, perceived service quality also exhibits
indirect effect on service loyalty through customer satisfaction with a standardized
value of 0.38, resulting a total standardized effect of 0.79 on service loyalty. This

shows that customer satisfaction acted as a mediator by nearly doubling the effect of

perceived serviced quality on service loyalty.

Table 5.19: Direct, Indirect and Total Standardized Effects of Perceived

Service Quality and Customer Satisfaction on Service Loyalty

Standardized Standardized Standardized
Variables

Direct Effects | Indirect Effects Total Effects
(M)
Perceived Service Quality 0.41 0.38 0.79
Customer Satisfaction 0.44 - 0.44
(Me1)
Perceived Service Quality - 0.70 0.70
Customer Satisfaction 0.80 -- 0.80
(M.,)
Perceived Service Quality 047 . -- 0.47
Customer Satisfaction 0.56 -- | 0.56

Furthermore, by comparing M., and M., perceived service quality exerts a greater

impact on service loyalty indirectly through customer satisfaction with a standardized
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indirect effect of 0.70. But, perceived service quality only exerts a standardized direct
effect of 0.47 on service loyalty. These comparisons consistently iilustrate that
customer satisfaction is an important mediator in catalyzing the relationship between

perceived service quality and service loyalty.

To conclude, the findings on the statistical point of view suggest that perceivéd
service quality is more efficient and effective to affect service loyalty through

customer satisfaction, providing sufficient evidence to support hypothesis (5).

5.6.4 Multi-Groups Analysis

Hypothesis (6) and hypothesis (7) state that the evaluation of service quality between
process-based services and outcome-based services should be different. Therefore,
multi-groups analysis with the use of AMOS (Byrne, 2001) was conducted to
investigate the causal parameters of the proposed structure model across two: sub-
samples, which were obtained by further splitting sample 2 (N = 279). These two sub-
samples were phone-banking sample (N; = 129) and Western restaurant dining sample

(N2 = 150) respectively.

Again, structural equation modeling technique with Maximum Likelihood (ML)
estimation method was employed to test these two hypotheses. Since the measurement
model of perceived service quality was proved to be valid and reliable for evaluation,
the full set of measurement scale of perceived service quality with six first order

constructs was used for this test.
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Multi-Groups Analysis
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According to Byrne’s (2001) procedures, first of all, the model was freely estifnated
and obtained the corresponding Chi-square statistics. Secondly, all parameters of the
model were constrained to be equal across phone-banking and restaurant samples by
giving a label of p; and y,; to the parameters for the relationships between each
questionnaire item and its corresponding first order construct and to those for the
relationships between each first order construct and its corresponding latent construct
of perceived service quality respectively. The constrained model of perceived service
quality with equality constraints for multi-group analysis is shown as Figure 5.10. The
corresponding Chi-square statistics for the fully constrained model was obtained as
well. Chi-square difference test was then conducted to test whether if the difference
between the freely estimated model and the constrained model was significant or not.
The comparison of Chi-square statistics between freely estimated model (Mp..) and

fuily constrained model (Mgx) on perceived service quality is presented in Table 5.20.

As shown in Table 5.20, the comparison yields a Ay’ of 38.06 with Ad.f, of 26, which
1s statistically significant at the (.10 probability level, indicating that some equality
constréints do not hold across two samples. Therefore, multi-groups analysis was re-
ran by fixing one y parameter to be equal at a time and got the corresponding Chi-
square statistics for comparing with the Chi-square statistics of Mg.. The results of

Chi-square different test are also presented in Table 5.20.

As reported in the findings of Chi-square difference test, the significant difference at
0.05 probability level only appears in the dimension of Tangibles (M;) by yielding a
Ay* of 15.10 with Ad.f. of 6. For the other dimensions, multi-groups analysis with

equality constraints illustrates that two samples are considered to be equivalent.
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Table 5.20: Chi-square Statistics for Multi-Groups Analysis on Perceived

Service Quality
Model Description Comparison with M.

M, (Free all coefficients) ¥° = 1453.66
d.f. =586
p = 0.00

My, (Fix all coefficients) + =1491.72 Ayt =38.06"
d.f.=612 Ad.f. =26
p=0.00

M, (Fix Reliability (v, ) only) ¥ = 1457.00 A =334
d.f. =591 Adf. =5
p = 0.00

M, (Fix Responsiveness (v 1) xz =1460.71 sz =7.05

only) d.f. =590 Adf.=4
p=0.00

M; (Fix Empathy (y, 3) only) v’ =1459.74 Ay* = 6.08
d.f. =589 Adf. =3
p = 0.00

M, (Fix Assurance (v, 4) only) ¥ =1460.22 Ay =6.56
d.f. =590 Adf.=4
p=0.00

M; (Fix Tangibles (v, 5) only) v’ = 1468.76 Ay*=15.10"
d.f. =592 Adf.=6
p=0.00

M; (Fix OQutcome (v, ) only) ¥’ = 1455.04 Ay’ =1.38
d.f. =590 Ad.f. =4
p=0.00

* Significant at the 0.10 significance level

** Significant at the 0.05 significance level

Then, comparison of parameter of Tangibles is made between the phone-banking

sample and the restaurant dining sample. According to the parameters shown in Table
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5.21, the restaurant dining sample places greater concern on the dimension of

Tangibles in assessing perceived service quality than the phone-banking sample does.

Table 5.21: Comparison of Parameters with Perceived Service Quality

between Phone-Banking Sample and Restaurant Dining Sample

Phone-Banking (N=129) Restaurant (N=150)
_ Standardized Std. Critical | Standardized Std. Critical
Parameters
Estimate Error | Ratio* Estimate Error | Ratio*
Service Quality
Reliability 0.86 0.10 7.97 0.95 0.08 9.86
Responsiveness 0.96 0.10 9.92 0.95 0.11 9.28
Empathy 0.93 0.09 10.72 0.96 0.09 12.82
Assurance 0.83 0.11 8.91 0.86 0.10 10.29
Tangibles 091 0.13 6.14 0.95 0.10 8.60
Outcome 0.97 0.11 5.77 0.92 0.09 8.52

* Significant at the 0.05 significance level '

For the remaining five dimensions, all these parameters are statistically significant in
terms of standard errors and critical ratios in both samples, indicating that all first
order dimensions are significantly related to the corresponding latent construct of
perceived service quality. This suggests that both samples place similar significant

concern on these elements in assessing perceived service quality.

Overall speaking, this finding shows that both process-related elements and outcome-
related elements are equally important for the phone-banking sample and the
restaurant dining sample to assess perceived service quality, neither process-related

nor outcome-related elements can be ignored as measures for perceived service
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quality in a particular service setting. Specifically, restaurant dining sample places

comparatively higher concem in outcome-related elements (i.e. Tangibles).

€32 1
€33 D2
e34 3 |e P3 Behavior
7 (SL1)
e35 Y21
e36 | 8 |«7Ps
e37 Y22
Service

e38 Loyalty
e39

2.3

€40 K
Pio Cognition

ed?2 P

Figure 5.11: Model of Service Loyalty with Equality Constraints for Multi-
Groups Analysis

Besides, the multi-group analysis reveals significant differences between the two
samples regarding the consequences of service loyalty. To achieve this, same
procedures were followed. The model was freely estimated and fully constrained to be
equal across phone-banking and restaurant samples, and then obtained the

corresponding Chi-square statistics respectively. The constrained model of service
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loyalty with equality constraints for multi-group analysis is shown as Figure 5.11.
Chi-square difference test was then conducted to compare the Chi-square statistics
between freely estimated model (M) and fully constrained model (My;,) on service

loyalty. The findings of Chi-square difference test are presented in Table 5.22.

Table 5.22: Chi-square Statistics for Multi-Groups Analysis on Service

Loyalty
Model Description Comparison with Mg,
M,,,. (Free all coefficients) y =231.88
d.f. =82
p=0.00
My, (Fix all coefficients)  =260.59 Ay =28.71"
d.f =93 Adf. =11
p=0.00
Ay =19.01""
M, (Fix Behavior (y,,) enly) ¥ =250.89 Adf =5
d.f. =87
p=0.00
Ay =7.90""
M; (Fix Attitude (v, ) only) ¥f =239.78 Adf =3
d.f. =85
p=0.00
Ay =12.15"
M; (Fix Cognition (y33) only) xz =244.03 Ad.f. =5
d.f. =87
p=20.00

** Significant at the 0.05 significance level

*** Significant at the (.01 significance level

As shown in Table 5.22, the comparison between Mg, and My yields a Ax?' of 28.71
with Ad.f. of 11, which is statist.ically significant at the 0.01 probability level,
indicating that some equality constraints do not hold across two samples. Therefore,
multi-groups analysis was re-ran by ﬁxiﬁg one y parameter to be equal at a time and

got the corresponding Chi-square statistics for comparing with the Chi-square

127



Chapter 5

Data Anclysis

statistics of Mg... The results of such Chi-square different test are also presented in

Table 5.22.

As reported in the findings of Chi-square difference test, the significant difference

appears in the dimension of Behavior (M;) by yielding a Ay* of 19.01 with Ad.f. of 5

at 0.01 probability level, and significant differences also appear in the dimension of

Attitude (M,) and Cognition (M) by yielding Ay* of 7.90 with Ad.f. of 3 and Ay of

12.15 with Ad.f. of 5 respectively at 0.05 probability level. This mean the path

relationships of all three dimensions of service loyalty are different between phone-

banking sample and restaurant dining sample.

Table 5.23: Comparison of Parameters with Service Loyalty between Phone-
Banking Sample and Restaurant Dining Sample
Phone-Banking (N=129) Restaurant (N=150)
Standardized Std. Critical | Standardized Std. Critical
Parameters
Estimate Error Ratio* Estimate Error Ratio*
Service Loyalty
Behavior* 1.00 0.11 7.47 0.88 .11 9.85
Attitude 0.81 0.13 6.73 1.00 0.11 11.37
Cognition 0.79 0.11 7.69 | 0.67 0.12 8.15

* Significant at the 0.05 significance level

Then, comparison of parameters is made between the phone-banking sample and the

restaurant dining sample. According to the parameters shown in Table 5.23,

behavioral and cognitive attributes contribute comparatively more to the strength of
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service loyalty in the phone-banking service than that to the restaurant dining service.
Conversely, attitudinal attributes contribute comparatively more to the strength of

service loyalty in the restaurant dining service than that to the phone-banking service.

As hypothesis (6) states that perceived service quality is largely determined by the
process-related elements for the phone-banking service, it is only partially supported
as the findings indicate both process-related and outcome-related elements are equally
important in the evaluation of perceived service quality of phone-banking service, but
perceived service quality 1s not largely determined by process-related elements than
by outcome-related elements in creating high level of service loyalty. However,
hypothesis (7), which states that perceived service quality is largely determined by the
outcome-related elements for the restaurant dining service, is supported as the
findings indicate that perceived service quality is largely determined by tangibles

elements when comparing with phone-banking service.

However, the findings support that customers are statistically and significantly
differed in evaluating perceived service quality and differed in expressing resultant
consequences in terms of behavioral, attitudinal and cognitive attributes when

performing high level of service loyalty between process-based service and outcome-

based service.

5.7  Chapter Summary

To conclude, the findings confirmed that the proposed structural model was well

fitted with satisfactory goodness-of-fit index for determining the relationships among
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perceived service quality, customer satisfaction and service loyalty through the use of
exploratory factor analysis, confirmatory factor analysis and structural equ_ation
modeling technique. For testing the hypotheses stated in this study, all hypotheses
were supported by the collected sample data, except hypothesis (6). The findings
firstly indicated that measures of service loyalty should be incorporated behavioral,
attitudinal as well as cognitive attributes. Next, the positive and significant
relationships among perceived service quality, customer satisfaction and service
loyalty were identified through the analysis of a proposed structural model, in which
customer satisfaction was identified as an critical mediator on the relationship
between perceived service quality and service loyalty. Then, the proposed structural
model was supported by the goodness-of-fit measures to examine both direct and
indirect effects of perceived service quality on service loyalty, rather than either direct

or indirect effect in an integrated model of service loyalty only.

Lastly, the differences on developing service loyalty between process-based service
(i.e. phone-banking service) and outcome-based service (i.e. Western restaurant
dining service) were identified. The first difference laid on the elements on evaluating
perceived service quality. The second difference laid on the consequences that
customers exhibited with high level of service loyalty. In summary, for phone-
banking service, customers equally focused on both process-related and outcome-
related elements in evalu‘ating perceived service quality for building up service
loyalty, resulting in the behaviofal and cognitive consequences with high level of
service loyalty. Comparatively, customers of restaurant dining service focused on'the
aspects of tangibles in evaluating perceived service quality for building up service

loyalty, resulting in the attitudinal consequences with high level of service loyalty.
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6.1  Chapter Infroduction

In the earliest part of this Chapter, contributions to the present study are concluded in
section 6.2, Next, managerial implications on the findings are examined in section 6.3.
Section 6.4 points out the limitations of this study. Finally, suggestions for the

direction of future research are made in section 6.5.

6.2 Conclusions of this Study

The main achievement of this study is to indicate that the measure of service loyalty is
conceived with behavioral, attitudinal as well as cognitive attributes simultaneously.
In fact, the extant literature has pointed out that the composite measure with both
behavioral and attitudinal attributes is a valid and reliable measure of service loyalty.
However the findings of this study suggest _that the inclusion of cognitive attributes in
measuring service loyalty should be made, together with behavioral and attitudinal
attributes. Therefore, this study provide; a better understanding of how customers

express high level of service loyalty through different components of loyalty.

In the study on the differences between phone-banking services and festaurant dining
services with respect to the consequences of service loyalty, the statistical results
indicate that loyal customers of phone-banking services are more willing to regard the
behavioral and cognitive attributes as the consequences of high level of service
loyalty. This suggests that a high level of service loyalty in phone-banking services is

determined by positive word-of-month recommendations, frequent and regular use of
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the services as well as considering a particular bank as the first choice in mind. On the
other hand, loyal customers of restaurant dining service are more willing to regard the
attitudinal attributes as the consequences of high level of service loyalty. The main
reason is that different customers will have different tastes or preferences. They will
continuously patronize a particular restaurant if the food provided matches their taste
or preference. Therefore, customers who have strong preference on a particular

restaurant will be considered as loyal.

In addition, as indicated by multi-groups analysis, the proposed structural model can
be generalized beyond one single service setting, as the proposed structural model
results in significant statistics when applied to both phone-banking services and

restaurant dining services. As a result, a similar structural path relationship between

the two services can be found.

The positive and significant relationships among perceived service quality, customer
satisfaction and service loyalty are supported in the proposed model. Customer
satisfaction is identified as a significant mediator between perceived service quality
and service loyalty by enhancing the impact of perceived service quality on service
loyalty. In addition, the direct impact of perceived service quality is not as strong as
its indirect impact on service loyalty, providing evidence to confirm the role of
customer satisfaction as a mediator, which cannot be i1gnored as a factor for building
stronger and more durable service loyalty. Therefore, the sequential flow from
perceived service quality to service loyalty through customer satisfaction suggests that
service loyalty can be built up with high satisfaction on the service provided from the
service staff, together v-vith excellent perceived service quality. In fact, the

relationships among perceived service quality, customer satisfaction and service
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loyalty are postulated in the early stages of this study. It is a new concept with little
empirical study. It must be noted that aside from the results of this particular study,
there are already comparatively more works in existence that study these relationships
in detail. Despite this, the study can still serve to enhance the general ability of the

model in different service settings and achieve consistency with the findings of recent

studies.

Incorporating process-related elements and outcome-related elements in assessing
service loyalty provides a consideration on whether the common SERVQUAL
instrument with five generic factors can be used to evaluate service quality in various
service settings. The findings reveal that these service quality instruments are
statistically significant in that it incorporates both process-related elements and
outcome-related elements in assessing perceived service quality, especially within
phone-banking services. This shows that outcome-related elements cannot be ignored
as measures of perceived service quality recently even in a process-based service. As
indicated, customers of phone-banking service place an equal emphasis on process-
related elements as well as outcome-related elements in evaluating perceived service
quality. Comparatively, customers of restaurant dining services place greater
emphésis on the outcome-related clements, like for example the surrounding

environment and food quality, which are important factors for customers to evaluate

the restaurant dining service quality.

To conclude, Table 6.1 summarizes the results of hypothesis test. On the whole, ali
hypotheses are statistically supported, except hypothesis (6), which is only partially
supported. An interesting finding extracted from hypothesis (6) showed that

customers of phone-banking service not only placed high emphasis on process-related
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elements, but also placed higher emphasis on outcome-related elements when

evaluating perceived service quality. It is reasonable to suggest that both process-

related elements and outcome-related elements are important for customers to .

evaluate perceived service quality of phone-banking service.

Table 6.1:  Results of Hypothesis Test

Partially
Hypothesis "Supported
Supported
Hl: Service loyalty is conceived as a multidimensional structure with
three distinct dimenstons: behavior, attitude as well as cognition. v
H2: Higher level of perceived service quality will lead to higher level of
customer satisfaction with the service. v
H3: Higher level of customer satisfaction with the service will lead to
higher level of service loyalty. v
H4: Higher level of perceived service quality will lead to higher level of
service loyalty, v
H5: The impact of customer satisfaction ts greater than that of perceived
service quality on service loyalty. v
H6: For process-based services, perceived service quality is largely
determined by process-related elements than by outcome-related
elements in creating high level of service loyalty. v
H7: For outcome-based services, perceived service quality is largely
determined by outcome-related elements than by process-related
v

elements in creating high level of service loyalty.
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6.3 Managerial Implications

Basically, several interesting managerial implications can be deﬁved from the
findings of this study for service marketers. In the first instance, the positive linkage
among perceived service quality, customer satisfaction and service loyalty can
provide actionable insights for individual companies to guide their administrative
policies aimed at maintaining service loyalty. The findings confirm that merely
excellent perceived service guality is insufficient to develop long-term service loyalty
without investigating the mediating effect of customer satisfaction. Thus, service
managers should ensure that the performance on all components of delivered service
is perceived as excellent by customers and should also manage how to keep them in a
high level of satisfaction.

Although hypothesis (6) is only panialiy supported that perceived service quality of
phone-banking service is largely determined by process-related elements than by
outcome-related elements in creating high level of service loyalty, outcome-related
clements are statistically significant in measuring perceived service quality.
Therefore, as suggested from the measurement of perceived service quality, besides
the quality of interactions between service staff and customers, physical outcomes are
also important to be well managed. Especially in the outcome-based services, like the
restaurant dining service where the surrounding environment and food quality are the
major attributes for customers to evaluate the service quality of a particular restaurant.
Therefore,- in order to enhance customer satisfaction in consuming the restaurant
dining service, a comfortable and clean environment must be provided with the

provision of tasty food to customers.
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The emphasis on *“Tangibles” in restaurant dining services suggests that service
managers should bear in mind the guarantee on consistently delivering service to
customers with excellent physical evidences. For example, the environment of a
restaurant must be decorated in providing a comfortable and warm feeling to the
customers. In addition, the decoration should match the restaurant’s image and price
range. This explains why theme restaurants are very popular in Hong Kong recently,
for example, Hello Kitty Café and Rain Forest Restaurant. The former one is
decorated as a popular cartoon fashion that targets the youth market, whereas the
latter is decorated like a rain forest depicting excitement that attracts customers who

love exciting and exotic matters.

Aside from the aforementioned, service staff must be well trained in order to keep
good relations with their customers and to respond quickly to their orders in a more
effective and efficient way. Especially, as an example, long waiting times for a table
in a restaurant will make customers unsatisfied and feel frustrated. This can be solved
by providing attractive reading materials or special playthings to customers to make
up for the time spent waiting. Like most of the theme restaurants, a gift shop is
usually set up nearby for the sole purpose of selling their own registered or own
label products. Not only can such an establishment provide a shopping outlet for the

customers during their wait for the table, but 1t can aiso serve to increase revenues for

the restaurant.

Given that the consumers’ taste changes frequently, it is highly recommended that
restaurants should regularly change their theme to keep their customers curious about
the restaurant. For example, the restaurants can be decorated in a style to match a

particular holiday, like Christmas or Easter. An ideal consequence of this strategy is
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that consumption in the restaurant cach time can be a new experience to the customers.

This makes customers desire to return to the restaurant because each dining

experience is treated like a brand new one.

Furthermore, service manégers should ensure the excellent quality of the provided
food and drinks, and make sure the serving area is thoroughly clean, so as to give the
customers an image of hygiene. More importantly, a restaurant could do with
avoiding negative reports or rumors of disease or infection. Recently, cholera has
resurfaced to becorme a common disease in Hong Kong. Service managers should
strive to keep their restaurant in a highly hygienic condition in order to avoid the

spread of cholera by keeping the food fresh and by cleaning the serving area

regularly.

In effgct, quality control is a good way for consistently keeping the quality of service
at a superior level. This can be achieved by conducting internal monitoring programs
and external customer surveys. The first one aims to monitor the behavior of service
staff in dealing with customers implicitly. In Hong Kong, some service companies
employ the “mysterious shopper” method to evaluate the performance of frontline
service staff. The major duty of the mysterious shopper is to normally consume the
service and to deal with the frontline service staff, and then he/she is required to make
a report concerning any areas for improvement. The advantages of employing the
mysterious shopper method is that such a method can monitor frontline service staff
from the customer’s perspective and reduce the human resource burden when
assigning a full-time member of staff to take on the monitoring duty. On the other
hand, .external customer surveys can collect customers’ opinions through the use of a

questionnaire. Customers’ opinions can provide ideas for improvement and for
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fulfilling customers’ needs in a more effective and customized way. It is highly
recommended that external customer survey should be conducted repetitively and

periodically, if necessary, so as to trace any changes in customers’ needs and tastes.

This study identifies that service loyalty is composed of three dimensions, they are
behavioral loyalty, attitudinal loyalty and cognitive loyalty. Thus, the results of
decomposing service loyalty into three sets of components provide service managers
with an idea that “loyal customers” can be di-fferentiated into three different types. For
example, some of the “loyal cﬁstomers” may express their loyalty in a more
attitudinal way as in the case of restaurant dining service, or some of them may
express in a more behavioral and cognitive way as in the case of phone-banking
service. Therefore, service managers should employ different marketing strategies to
capture different kinds of “loyal customers”. For example, service managers should
notify those customers with high behavioral and attitudinal loyalty but have low
cognitive loyalty that the company has offered better service than the other alternative
companies with extensive advertising promotion, so as to strengthen customers’

beliefs that the service provided is the best, and in turn increase their level of

cognitive loyalty.

| Finally, the assessment of service loyalty can provide useful information to service
managers in tenﬁs of identified measures for segmenting their own “loyal customers”.
Particularly, for different types of services, the relative importance of these three sets
of attributes to the development of service loyalty is different. For the restaurant
dining service, service managers can place more attention on attitudinal attributes to
determine the customer’s loyalty, such as whether the customer poses favorable

preference toward the restaurant. On the other hand, for phone-banking services,
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service managers can place more attention on behavioral and cognitive attributes,
such as whether the bank is considered to be the first choice in the customer’s mind or
whether the customer is willing to provide positive recommendations and comments.
In effect, no matter what nature of the service is, all share the same key to success by
carefully retaining the “loyal customer” group through quality evaluation and

effective segmentation.

6.4 Limitations

The present study raises some interesting issues based on the obtained results.
However, this study is subject to several shortcomings that limit the interpretation of
the findings as it is so often the case in consumer research. Firstly, this study was
performed in a cross-sectional design format for the survey in collecting data, in
which the perceptions of respondents on the questionnaire items were captured.
Although this study can provide empirical evidence to support the relationships
among perceived service quality, customer satisfaction and service loyalty specified
in the proposed model, the reinforcing effect of service loyalty on perceived service
quality has not been tested on a longitudinal basis, as the data collected from the
cross-sectional survey cannot capture any continuous impacts among consiructs that
may affect the hypothesized relationships. For example, whether continuous

improvement in service quality méy increase the level of service loyalty is still

unknown.

Another limitation refers to the sampling frame for selecting target respondents and

the selection of sampled service industries. On the basis of mailing survey, the
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sampling frame in this study only covered 13 different service industries as stated in
Chapter 4. In order to be as representative as possible, more different types of service

industries or other potential respondents from manufacturing industries should be

included.

As this study only attempts to generalize the proposed model in process-based
services and outcome-based services, phone-banking services and Western restaurant
dining‘ services were selected as sampled services in testing the hypothesized
relationships among constructs in the proposed model. Thus, the results in this study
may only be valid for the phone-bankihg service and Western restaurant dining
service. When replicating the proposed model in the other types of service settings,
the predicted findings maybe somewhat different. Therefore, the proposed model
reported in the present study should bé further validated by replicating it in other
service industries. From the findings of Hypothesis 6 in this stucfy, showing that the
selection of sampled services is not the ideal chorice as the sampled services cannot be
clearly differentiated into process-based and outcome-based services. However, it is
hard to select a service industry with pure process elements or a service industry with
pure outcome elements that most of the respondents are familiar with. This may be
the main reason that explain why hypothesis 6 is only partially supported as phone-

banking service is not a pure process-based service.

According to the results of exploratory factor analysis, a 3-factor structure of service
loyalty 1s ¢xtracted with behavioral, attitudinal and cognitive dimensions and each has
high Cronbach’s alpha reliability, except attitudinal dimension which suffers the
problem of relatively low construct reliability in term of average variance extracted

value (AVE = 0.45). In addition, two of the dimensions of perceived service quality
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suffer the same problem of low average variance extracted value. They are Tangibles
(AVE = 0.33) and Outcomes (AVE = (0.44). Due to the relatively low average
variance extracted value in these three first order constructs, causing the later
measurement models and proposed structural model result in a RMSEA value of 0.11
slightly larger than the recommended level (i.e. >0.90). Even though the resultant
RMSEA value is considered to be marginally acceptable (Anderson and Gerbing,
1988), this value implies room for further improvement. The reasons for such low
construct rehability are perhaps two fold. Firstly, the item pool used for those
constructs may not capture all aspects of the domain. Secondly, the respondents are
confused on the questions asked. In particular, some respondents may be confused on
the definition of phone-banking services, as they may consider phone-banking
services to be services that deal with pre-recorded voice-only machines. Therefore,

further justification and validation of the scales are necessary.

6.5 Further Research

It appears that there is much to be known about the concept of service loyalty, as it i1s
still only being understood partially anci only a few areas have been explored at the
current level. Many research questions directing to the work on service loyaity and its
relationship with other proposed constructs will be posed in the future. Thus, it 15
highly recommended to further enhance the knowledge of service loyalty by

extending to other new perspectives, so as to capture the full picture in reflecting how

service loyalty is developed.
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This study attempts to incorporate outcome-related elements and process-related
elements into six dimensions in measuring perceived service quality. However,
directions of further research can go to separate outcome-related elements and
process-related elements into two distinct dimensions with the aim to determine their
influences on the measurement of perceived service quality. In addition, extra effort is

needed to explore other addition items of the process-related and outcome-related

service quality constructs.

With respect to the construct of service loyalty, it is recommended to generate more
items for the measure of service loyalty in further research. Besides the favorable
measures of service-loyalty, it may also be argued that unfavorable behavioral
consequences should also be operationalized as measures of service loyalty (Zeithaml
et al, 1996). In the category of unfavorable behavioral consequences, switching
behavior and complaint behavior are the most common indicators for reflecting the
negative responses of customers resulted from dissatisfaction (Bejou and Palmer,
1998; de Ruyter et al., 1999; Dubé and Maute, 1996; Kandampully, 1998; Mittal and

Lassar, 1998; Morgan and Dev, 1994; Zeithaml et al., 1996).

Since this study mainly focuses on the relationships among perceive service quality,
customer satisfaction and service loyalty (SQ — CS — SL), these relationships can be
further examined by considering other external effects. For example, further studies
can focus on the new perspectives of service loyalty in answering the research
questions like 1) how can the level of service loyalty be affected by situational
factors? or 2) how can the level of service loyalty be affected by the quality of

relationship with the contacted service staff?
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Besides, future studies can adapt the model developed in this study in various service
industries to further enhance its generaliiability. lFor example, loyalty of Internet
business or electronic loyalty (e-loyalty) is a hot topic of recent research. In addition,
the data in this study were collected in Hong Kong only. Future research should
consider to use subjects in other Asian countries as well, like Japan and China, so as
to further challenge the question of whether there “is there any difference on the
impact of service loyalty in different countries with different cultural and social
contexts”. Since numerous research has been conducted in Western countries, there is
a potential and an opportunity presented here to compare the strength of relationships
among perceived service quality, customer satisfaction and service loyalty between

Eastern and Western countries.
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Appendix I: The "Word-Frequency List" of Focus Group

¢  First thing in mind {(Cognition)

Change Tolerance
s  Tolerance level of change sensitivity

For Customer Group
Frequency

Antecedents of Service Loyalty
Qutcome Related Service Quality
¢  Benefits/Rewards/Extra values/Value-added 9
¢ Uniqueness/Availability of alternatives 5
¢ Brand name 3
Process Related Service Quality
s Relationship/Familiarity - 11
e  Accurate and fast service delivery 8
¢ Personal Staff’s attitude 6
» Good experience on service transactions 2
* Trust 2
Customer Satisfaction
¢ Meet customer’s needs or expectations 11
Situational Factors
+ Habitual pattern/Inertia 4
e Price oriented 1
»  Switching cost 1
e Lock-in 1
Qutcomes of Service Loyalty
Repeated Purchase Behavior & Intention
¢ Repeated purchase 5
Word-of-mouth
» Recommendation/Repetition 4
*  Appreciation |
Period of Usage
¢  Period of usage ]
Price Tolerance
e Ignorance of price factor 4
Switching Behavior
e Switching behavior 3
Preference
s Favorable attitude 2
Cognition

3
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Appendix I: The "Word-Frequency List” of Focus Group

For Service Provider Group

Frequency

Antecedents of Service Loyalty
Outcome Related Service Quality
¢  Brand name ]
e Benefits/ Value-added/Value for money 6
»  Food quality 5
+  Impersonal factors (Location, Environment, convenience, opening hour) 3
Process Related Service Quality
*  Personal factors (service staff’s technique) 20
*  Relationship/Familiarity (kecp contact) 18
e Accurate and fast service delivery 13
o  Trust/Confidence 8
¢ Good experience on service transactions 3
¢ Commitment 1
Customer Satisfaction
s  Satisfaction (solve customers’ problem) 5
Situational Factors
s  Habitual pattern/Inertia 2
Qutcomes of Service Loyalty
Repeated Purchase Behavior & Intention .
*  Repeated purchase 9
¢  Transaction amount 2
¢ Consutne a wide range of services in a particular company 2
Word-of-mouth
¢+ Willing to voice out/Giving feedback/Complaints 6
* Recommendation 2
Period of Usage
¢  Period of usage 1
Price Tolerance
¢  Price tolerance (no bargain on price} 4
Switching Behavior
*  Switching behavior 2
Preference
e« Favorable attitude 2
Choice Sets Reduction
¢+ Choice sets reduction (brainwash) 2
Cognition
e  First thing in mind (Cognition} 3
Change Tolerance
¢  No argue/No complaint 3
¢ Accept new advice and new service/food 3
*  Willing to wait 2
Adoption on Service Innovation

2

*  Service innovation
s  New food provided
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Appendix II: Survey Instruments

Items Used for the Measurement of Perceived Service Quality

Process Related Elements

Reliability

1. When the service staff promise to do somethmg by a certain time, they do so
2. When you have a problem, they show sincere interest in solving it

3. Perform the service right the first time

4. Provide the service at the time they promise to do so

5. Company or service staff insist on error-free records

Responsiveness

Tell you exactly when the service will be performed

Gives prompt service

Willing to help you ,

Service staff will never be too busy to respond to your requests

10. In emergencies, the service staff can make arrangements to assist you e (Deleted)
Assurance

11. The behavior of service staff instill confidence in you

12. You feel secure and comfortable in dealing with service staff (Deleted)
13. Service staff who are consistently courteous

14. Service staff have sufficient knowledge to answer your questions
Empathy

15. Service staff who give you personal attention

16. Have your best interests at heart

17. Understand the specific needs of you

18. Operating hours of the services are convenient to customers

§~°.°°."'-‘.°"

Outcome Related Elements

Tangibles

19. Modern looking equipment * (Deleted)

20. Materials associated with the service are visually appearing *
21. The incentive given is attractive *

22. The waiting time for the service is acceptable *

23. The decoration can keep with the i image and price range ~

24. Serving areas are thoroughly clean =
'25. Serving areas are visually attractive * (Delefed)

26. Menus (or 1nstruct10ns) are easily readable (or understandable) ™’
Qutcome

27. Quality of food (or required information) is excellent =

28. Orders (or mstructlons) can be done accordingly and accurately =
29. The service is value for money

30. The time cost in having the service is low * (Deleted)

31. The benefits really meet your expectations **

" items are based on SERVQUAL (Zeithaml et al., 1985; 1988)
“"items are extracted from DINESERV (Stevens et al., 1995)

? item is adapted from Luk (1999)

* items are extracted from the conducted focus groups
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Appendix IT: Survey Instruments

Items Used for the Measurement of Customer Satisfaction ~

Compared to the previous experience with this service provider/company, you are
happy in consuming the service from this service provider/company in the most
recent experience.

The services provided by this service provider/company do meet your satisfaction
level.

You believe that consuming the service from this service provider/company is
usually satisfying experience.

Overall speaking, you believe that you are pleased with the service provided.

Until now, you are satisfied on the overall delivered service.

* items are modified from Taylor and Baker (1994)

Items Used for the Measurement of Service Loyalty

10.

11.

12.

13.

There is a very high probablllty that you will consume at the same service
provider/company again.

You have repeatedly consumed at the same service provider/company in the past
few years. * (Deleted)

You have recommended other people to patronize this service provider/company.

You will say positive thmgs to other people about the service provided by this
service prov1der/company

You will give positive feedback to this service provider/company. "

You will continue to consume at this service provider/company even if the price is
increased somewhat. ”’

You have a strong preference on this service provider/company.

You will keep consummg at this service provider/company, even if everything
being changed somewhat.

You will try the new servnces (food or drinks) that are recommended by this
service provider/company.

You will try to use other related services or purchase related products of this
service provider/company " (Deleted)

This service prov1der/company is the first choice in your mind when you consider
to use the service.

Assumed that you have only three choices when you are 1n need of using the
service, this service provider/company must be one of them. *

Yon havte regularly consumed at this service provider/company for a long period
of time.

"items are extracted from the conducted focus groups
" items are adapted from de Ruyter et al. (1999)
¥ jtem is driven from the concept of Sheth and Parvatiyar (1995)
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Correlation Matrix of Questionnaire Items for Pilot Study
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Appendix III

Correlation Matrix of Questionnaire Items for Pilot Study
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Appendix IV: Questionnaire

BOOO

INSTRUCTION: For the following parts, please first consider a retail bank where you have
experienced its service, including the phone-banking service. Hereafier, “the/this bank” mentioned in
following statements refers to the same bank only. Then, indicating your feeling to each of the
following statements according to the most recent experience with the bank. There is no right or wrong
answer for each statement. Please indicate how much you agree/disagree with each of the following
statements, and circle the appropriate number to reflect your feeling according to the below scale.

R EUTEEHG  FABH—MrE KRB QRIRT MY ERAYE
BEPEZUERTEREERE - L& EUTHEAFPHRENEHT —
ARRER—ERIT RENBIRESRTHEF — KB RAHGEHRE—
HTHER - FHEREUTE-ATERRHH#EZ S - HIRBLUTHLE
HREETHRUTHFESEE/TERE REBEERESEHETFEERIFN R

’&U

Strongly disagree  Disagree  Slightly disagree  Neutral Slightly agree Agree Strongly agree

EFEE TRE PEF TR E EER & B R B =) & EREE
1 2 3 4 5 6 7

Part 1: Perceived Service Quality (NA = not applicable)

B85 MEEROBERRZ (NA=T i )
Strongly Strongly
disagree agree
El- FER
A& A%

1. When the bank promises to do something by a certain time, it does so.
EEMITFLIRER > CHREMMNE - 1 234567NA
2.  When you have a problem, the bank shows sincere interest in solving it.

R BT R R - ERITRED B B AR R

HE 123456 7NA
3. The bank performs the services right the first time.

ERITRBHERBRRE - 1 234567NA
4. The bank provides the service at the time it promises to do so.

ERITEERBFONEARERS - 123456 7NA
5. The bank insists on error-free records.

EIRTEHE NIRRT RERELE - 1 23456 7NA
6. Service staff tell you exactly when the service will be performed.

AR A B & BEE M 5 AR IR I B B AT AR B - 1 23456 7NA
7. Service staff give prompt service.

R A B &Rt tRIEARS - 1 23456 7NA
8. Service staff are willing to help you.

REABRGLEMEEBIR - 1 23456 7NA
9. Service staff are never foo busy to respond to your requests.

BMAEXKETERDICHEBEFRIER - 1 23456 7NA
10. The behavior of service staff instills confidence in you.

BEAANTERBEEGTFIHRELC - | 23456 7NA
11. Service staff are consistently courteous.

RFEAEGEHR —BUERFER - 1 234356 7NA
12. Service staff have sufficient knowledge to answer your questions.

R A BGEE R WE M S EE Ry EE - 1 234567NA
t3. Service staff give you personal attention.

A BESTIRENIRE - 1 23456 7NA
4. Service staff have your best interests at heart.

BHANBGLURRREMIEE - 1 23456 7NA
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Appendix IV: Questionnaire

15.

16.

17.

18.

19.

20.

21.

22,

23.

24,

25.

26.

Service staff understand the specific needs of you.

BB ANREBBRHNRIIREE -

Operating hours of the bank are convenient to you.
ERITHERSMBIRER FE -

The waiting time for the service is acceptable.
FERBAIRBETUES -

Materials associated with the service are visually appealmg

(e.g. pamphlets, posters).
HERERRFEN R G ERR LBESI

(Blgn - /N FREMEH) -

The decoration matches with the bank’s image and price range.
EANERNREOKSERITHRERKE -
Instructions or information relating to the phone-banking service are
€asy to understand.
ﬁﬁ%%@%ﬁﬁ%%TﬁﬁWﬁﬂﬁ%%A%E
Serving areas of the bank are thoroughly clean.
ERTHRBER TR -

The gifis or incentives given from the bank are attractive.
ERTHAETFTHEYRER+ SRS -

Your instructions through the use of phone-banking service can be
done accordingly and accurately.

WA RITEEE M IR - (RO REE ST i X
HEL——H -

Information received from the bank is useful.
HESRTHRINARRTSHEHYG -

The service is value for money.,

EERBRYEFHER -

The benefits provided by the bank really meet your expectations.
EBRITMGE TR REZRTNFROEE -

Overall, the perceived service quality of this bank is excellent,

BRE GEZIEHATEHELENBEEER -

Part 2: Customer Satisfaction

B - BEWEEE

Compared to previous experiences with this bank, you are happy in using
the phone-banking service from this bank in the most recent experience.
HLEFERTHIGRILE - (REREE - RERERT
P2 RS B W IR B R BIBA  -

The services provided by this bank do meet your satisfaction level.
ERITABHRNBBEEIROEPHMEEE -

You believe that consuming services from this bank is usually a
satisfying experience.

RABEEERITEMAMBHNBEEES —AWMENLE -

Overall, you believe that you will be pleased with this bank’s services
when using the phone-banking service.

BRL AEREBTHEEEMRER  RIBERGHE
SRAT A 2 BB A 25 Bl R -

Until now, you are satisfied with the service delivered by this bank,

HEBA IR ERTEE LA -

Suongly

disagree

EHET
ks

1 2

Strongly

disagree

W T
Eil:

4 6 7 NA
4 6 7 NA
4 6 7 NA
4 6 7 NA
4 & 7 NA
456 7NA
456 7NA
4 6 7 NA
4 6 7 NA
4 6 7 NA
456 7NA
456 7NA
Strongly
agree
JEH
S
34567
Strongly
apree
e
Eij=y
3 567
3 567
3 567
3 567
3 567
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Appendix IV: Questionnaire

Part 3: Service Loyalty
This part is to measure your level of loyalty to this bank. Please circle the appropriate number to reflect
your feeling.

B=aR1 HR 35 5B B
EMNREBEMTHERTHERE - FEERESHBFERTFNEE -

Strongly Strongly
disagree agree
FEEF EH
[F & [ &=
1. There is a very high probability that you will use the phone-banking
service from this bank again.
MEREMNTREEBXREAHNERTHBMHNEEEG
AREE - 1234567
2. You have recommended other people to use the services from this bank. :
EEBA AEERERITHEBHMERT - 1234567
3. You will say positive things to other people about the services provided
by this bank.

—
(o]
(WS ]
I
Ln
(@)
-1

RE SAMA—SMPSERITARIERORBHVIE@REH -

4. You will give positive feedback to this bank.

FTEREEENERS TERT - 1 234567
5.  You will continue to use the service even if the service charge increases

somewhat. 7

BEERTHBRIREEBRFEEENEN  RHE

BALERAERITHBHOES - 1234567
6. You have a strong preference on this bank.

HERNERTHEBRENORE - 1234567
7.  You will keep using this bank, regardless of everything being changed

somewhat.

BEERITAN—VFEEEONE  ROG-HEKER

iE RTT R R (R AR FE - 1234567
8. You will try to use the new services that are recommended by this bank,

MEEREEHERTHNMBHFRS - 1234567

9. This bank is the first choice in your mind when you want to use the phone-

banking service or other related banking services.

EREEANTHEREM RS REMRTRE - BR

TRIFLE PRS- 2E - 1234567
10. Assumed that you have only three choices when you are in need to use any

type of banking services, including the phone-banking service, this bank

must be one of them.

BIRREFEATA—EETRERN  QERTEREH

fRFs r BB AE-ERTER ERTLEZRPZ~ 123 4567
11. You have regularly used the phone-banking service of this bank for a long

period of time, '

e —BRBROEMERMEERTEARMEM/NT

o R OA AR B - t 234567

12. How long have you regularly used the phone-banking service provided by
this bank? year/month’

PR M ERTE AR EEEMRBES A ? EIH

" Please deletes the inappropriate one.

HHETAGY -
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Questionnaire

Ylease circle the appropriate number to indicate the level of your loyalty to this bank according to the

relow scale.

R THOLES - FEHSEESHEFERRREAHERTHERE -

01 30,001 - 45,000
Q 45,001 - 60,000
0 60,001 or above

Lowest Highest
& i
1 2 3 4 6 7
Part 4: Personal Data
BEHEG :  BARS
1. Sex: O Male 5
Bl Q Female 8
2, Age: 0 25 or below 25 8k LR
E Q26-35 26 - 35
36-45 36-45
0Q46-55 46 - 55
0 56 or above se Bk Lk
3. Educational Level: Q Primary or below MNEF LT
HERE: O Secondary oh 2
O Post-Secondary HE
O Diploma/High Diploma N/ ESHRI®
/Certificate IEE '
O Tertiary/University KH/IAZ
Q Postgraduate or above = 1 S O
4, Occupation: O Clerk AR
B - O Salesperson BFEAH
Q Student 24
0O Marketing Executive THIBHEM A B/ £
O Manager FE I
Q Professional HEZEAS
Q Self-employed B &
Q Others HAh
5. Monthly Income: 0 15,000 or below 15,000 8% L F
T H ¥ 0 15,001 - 30,000 15,001 - 30,000

30,001 — 45,000
45,001 - 60,000
60,001 LA |-

End of Questionnaire -- Thank You

EBE -- YO
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ROOO

INSTRUCTION: For the following parts, please first consider a western restaurant where you have
experienced its service. Hereafter, “the/this restaurant” mentioned in following statements refers to the
same western restaurant only. Then, indicating your feeling to each of the following statements
according to the most recent experience with the restaurant. There is no right or wrong answer for each
statement. Please indicate how much you agree/disagree with each of the following statements, and
circle the appropriate number to reflect your feeling according to the below scale.

AR EUTEHG  HEEL—HTrEZEAERBRBHAENNEE - LK -
EJA"FFJT%"@?#%%&%”E%%” A RRER-MAEEE - ARRBIGE
ERBH R — XIBE  RRHTERE-AFHER - FHEXREUTE—4H
FRUAHRES D - HRELTHLE  SFEBTHRUTOTESAR/T
A RBUHERHEGHNRFERTHRVER -

Strongly disagree  Disagree  Slightly disagree  Neutral Slightly agree Apgree Strongly agree
RTAEE FTEE SHETIEE ®ER VEFEE FE HHEER

1 2 3 4 5 6 7
Part 1: Perceived Service Quality (NA = not applicable)
B MBERORRZ (NA=TE )
Strongly Strongly
disagree agree
FHE HH
B B
1. When the restaurant promises to do something by 4 certain time,
it does so.
HERBEYWKER H CHUOBARE - I 23456 7NA
2. When you have a problem, the restaurant shows sincere interest in
solving it.
BB EIE S 0 5 R EEAE LU R AY RS B B B R R R
& e 1 23456 7NA
3. The restaurant performs the services right the first time.
ERBREGERERORE - 123456 7NA
4. The restaurant provides the service at the time it promises to do so.
EREGEARENFEAESERY - 1 23456 7NA
5. The restaurant insists on error-free records.
ERBEERNDRABREFILHECE - 1 23456 7NA
6. Service staff tell you exactly when the service will be performed.
B A B & HERE 3 &5 IR R AT s B TR - 1 234567NA
7. Service staff give prompt service.
R ABEREMERERS - 123456 7NA
8. Service staff are willing to help you.
REANBEGRE M ETRME - 1 23456 7NA
9. Service staff are never too busy to respond to your requests.
RBEABKBTGKLICH KERERGER - 1 23456 7NA
10. The behavior of service staff instills confidence in you.
R ABNITREREELE TIRELC - 1 23456 7NA
11, Service staff are consistently courteous.
RHEANEGEBH —BOHRFEH - 1 234567NA
12. Service staff have sufficient knowledge to answer your questions.
RBAREZHWABEEERAYRIE - 1 23456 7NA
13. Service staff give you personal attention.
RHEAR GG T RE R IR L - 1 234567NA
14, Service staff have your best interests at heart.
RHEABGLNREMNRS T - 1 23456 7NA
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Appendix IV: Questionnaire

15.

16.

18.

20.

21,

22.

23.

24,

25.

26.

Service staff understand the specific needs of you.
B#%ABREFERFRAEHRE -
Operating hours of the restaurant are convenient to you.

ERENEEREHRIEELAE -

. The waiting time for the service is acceptable.

FERRME AR T LIS R -

Materials associated with the service are visually appealing
(e.g. pamphlets, posters).
AMERREOENFSHERE LRESI

(Blan - NEFREHEEH) -

The decoration matches the restaurant’s image and price range.
ENNKMENKSERBERREE -

The menu is easily readable.

BIEEEZHHY -

Serving areas of the restaurant are thoroughly clean.

ERBERBH SRR -

The discount or coupon given from the restaurant is attractive.

ERBFIETHRDKERR 25| -

The restaurant serves your food exactly as you ordered it.
EREERBHRAUEREZRBLFEENREY -
Quality of food is excellent,

RYHERZEHLAL -

The service is value for money.

EERBRDERED -

The benefits provided by the restaurant really meet your expectations.

ERBARGTHNREEIRINE -

Overall, the perceived service quality of this restaurant is excellent.

BB GRIERERUEENEEFEER -

Part 2: Customer Satisfaction

B BEEWNERE

Compared to the previous experiences with this restaurant, you are happy
in having the dining service from this restaurant in the most recent
experience.

BT ERENSRILE - (FHRRE - REMAERE
Fit 42 (0o ik 2% AR 75 R E(RA O -

The services provided by this restaurant do meet your satisfaction level.
ERMEAIEHOREEEIFOCEPHRERE

You believe that having dinner in this restaurant is usually a

satisfying experience.
REEEEREEABRBEXE—BAMENER -

Overall, you believe that you are pleased with this restaurant’s services
when dining.

Bk CEERABGER  RECGHRIHEREMEHR

B9 AR B R E My R - :
Until now, you are satisfied with the service delivered by this restaurant.

EHEEAT FMEERBEE LA RMRE -

Strongly

disagree

FEHA
fe)

1 2

Strongly

disagree

EHT
=) B

3

4

6 7 NA
6 7 NA
6 7 NA
6 7 NA
6 7 NA
6 7 NA
6 7 NA
6 7 NA

6 7 NA

Strongly
agree
HE
BE

567

Strongly
agree
-
[ &
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Appendix IV: Questionnaire

Part 3: Service Loyalty
This part is to measure your level of loyalty to this restaurant. For each of the following statements,
please circle the appropriate number to reflect your feeling,

P=M AR 5 5 AR B
BNNEEZRFEMTHENERENEHE - FEURESHEFERRENES -

Strongly Strongly
disapree agree
FET £
CiE=A Eiks
I. There is a very high probability that you will dine at this restaurant again.
RERSHTEEFRER RN RBEZRKRE - 1234567
2. You have recommended other people to patronize this restaurant.
FERBNAEZERERBAREZHEORS - 1234567

3. You will say positive things to other people about the service provided
@» by this restaurant.
RESMAA - SR ERERE/NRBEVETRRA - 1234567
4. You will give positive feedback to this restaurant.
FERHtETNERETERE - 1234567
5.  You will continue to dine at this restaurant even if the price or service
charge increases somewhat.

BEERBEIRRABEESKAMUREERTERED

gm o FhERBEEERBERARERY - 1234567
6. You have a strong preference on this restaurant.
AR ERERRANORE - 1234567

7. You will keep dining at this restaurant, regardless of everything being
changed somewhat.

BEEFRBEAN-YEEEEOER  FOGRATE

EREERAGRERE - 1234567
8.  You will try the new food or drinks that are recommended by this

restaurant.

e EAERBAENHH RS - 1234567

9. This restaurant is the first choice in your mind when you consider to
have dinner outside.

EMFERENEARE  ERERMFOEFHNE —RE - 1234567
10. Assumed that you have only three choices when you are in need of having

dinner, this restaurant must be one of them.

ENFETHRRSY  BROAFZMARERE  E8)

BVhERHEPZ— - 1 234567
11. You have regularly dined at this restaurant for a long period of time.

A —BERNBHATHHEERETRBE - 1234567
12. How long have you regularly dined at this restaurant? year/month’

MEREHEEERRERBRBESA? F1H

" Please deletes the inapproprialc one.

IR BIER T B SR
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Appendix IV: Questionnaire

Please circle the appropriate number to indicate the level of your loyalty to this restaurant according to
the below scale.

RBUTHLS  HELRESHRFERFENYIRBNERE -

Lowest Highest
g -8
1 2 3 4 5 6 7
Part 4: Personal Data
FBULRE - BHARR
1. Sex: O Male B
4 381 - O Female @
2. Age: 0 25 or below 25 8¢LIF
S Q26 - 35 26 - 35
Q36-45 36 - 45
Q46 - 55 46 - 55
Q 56 or above 56 3Ll E
3. Educational Level: O Primary or below NEBE LT
HEEE: Q Secondary gk
Q Post-Secondary HiEl
O Diploma/High Diploma SRR TR
/Certificate et
Q Tertiary/University RE/RE
Q Postgraduate or above HEELL -
4. Occupation: Q Clerk MEEANE
e O Salesperson BEAR
0 Student By
Q Marketing Executive HSSEM A B/EF
O Manager R
O Professional HEAA
Q Self-employed B &
Q Others Hitr
5. Monthly Income: QO 15,000 or below 15,000 81T
¥y Y ST Q15,001 — 30,000 15,001 — 30,000
T 30,001 — 45,000 30,001 — 45,000
O 45,001 — 60,000 45,001 — 60,000

) 60,001 or above

60,001 L) _I-

End of Questionnaire -- Thank You

BEx - FHSE
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Appendix V

Skewness, Kurtosis, Mean & Standard Deviation of Measured Items
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Appendix V

Skewness, Kurtosis, Mean & Standard Deviation of Measured Items
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