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Abstract

The purpose of this paper is to discuss at
a conceptual level on the moderating
effect of brand equity on relationship
quality in the chain restaurant industry. A
conceptual model of relationship quality
expanded with brand equity construct is
proposed. The paper finds brand equity
moderates the relationship between
patrons’ dining  experience  and
relationship quality in achieving customer
loyalty. The paper hopes to provide
managers in services, particularly those in
the  restaurant  industry, relevant
information to assist in improving their
relationship marketing programs.
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1. Introduction

The way we relate and communicate with
each other is called relationship. Along
with time the old approach of product-
oriented marketing has been replaced by
customer-oriented relationship marketing,
where satisfaction becomes the critical
factor. However, it was later found that
meeting customer satisfaction alone is no
longer enough to ignite loyalty in them.
This phenomenon has started a spark and
marketers found that there should be a
relational bond between a firm and
customer and this relationship is ought to
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be maintained [1]. This relational bond is
referred as relationship quality. A good
and maintained relationship quality
between a company and its customers is
considered long-term marketing success
which will eventually leads to loyalty [2].

The chain restaurant industry is no
exception. Large numbers of chain
restaurants are channeling more staff and
marketing resources into relationship
quality management [3]. Restaurants that
maintain quality relationships with their
patrons are able to gain competitive
advantage in the market.

While current research clearly
indicates that a company’s relationship
quality and customer loyalty are major
factors influencing long-term profit and
performance, our understanding of the
factors that influence the formation of
relationship quality and loyalty is
relatively weak. Furthermore, Hyun [3]
highlighted that there has been no

previous theoretical background on
relationship quality and brand equity in
the chain restaurant industry. He

suggested that the relationship should be
expanded with a brand equity construct.
Previous studies have empirically verified
brand equity’s impact on chain restaurant
performance [4] where it was found that
brand equity moderates the relationship
between customer’s perception and
loyalty [5]. While customer’s perception
influences to the strength of relationship
quality [6], hence it is believe that brand



equity will moderate the relationship of
relationship quality and its antecedents.
In our case, moderate the patrons’ dining
experience (PDE) with relationship
quality.

2. Literature Review

2.1 Relationship Quality

Relationship quality refers to the strength
of a relationship measured on how well a
company has met its customers’ needs,
perceptions, goals and desires [6]. A
strong relationship quality indicates how
well the customer has been satisfied with
the service provider’s past performance,
their trusts on the service provider’s
future performance, and their wishes to
maintain the relationship [1]. In general,
the construct of relationship quality is
conceptualized as a multi-dimensional

construct.  Relationship  quality s
conceptualized  into  three  main
dimensions; trust, satisfaction and

commitment [2][6][7]

Satisfaction is found to be the main
determinant in the relationship between
service provider and customer [1].
Satisfaction is referred to the degree to
which the performance meets customers’
expectation [8]. Payne and Holt [8] have
argued that satisfaction is not only
evaluated by expectation towards the core
product and expectation towards the
supplier, but also other values as well
such as benefits received. Satisfaction by
its nature is able to provoke future actions
by partners. Therefore, they suggested
that satisfaction will lead to the long—
term continuation of relationships.

There has been vast discussion in the
literature on the concept of trust in
supplier and customer’s long-term
relationships [6]. In general, most
researchers agree that trust plays an
important role in influencing the supplier
and customer’s relationships. It has been
widely debated that a customer is more
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likely to maintain the relationship with
the supplier he/she trust rather than
risking to have uncertainties in building
new ones.

There are also a number of researchers
in their research stresses out the
significant of the construct of
commitment in building and maintaining
long term relationships [2][9]. They
stated that relationships are built on the
foundation of mutual commitment. Many
authors regard commitment as an
important dimension of relationship
quality because it is a critical variable in
measuring long term relationship between
buyer and seller [2][7]. Robert et al. [2]
also stated that the customer’s level of
commitment to an organization as an
indicator of the strength of relationship.

2.2 Loyalty

According to Oliver [2], he defined
loyalty as repeated patronage where loyal
customers produce huge amounts of
revenue and demand with less time and
attention. Because of this, loyal
customers are important assets of a
company. Therefore, many companies
select loyalty as their fundamental
business goal because loyal customers
purchase the same brands against all odds
and at all costs [2]. For many years, the
relationship between satisfaction and
loyalty has been an important research
topic in marketing. It is widely
recognized that high levels of satisfaction
will result in loyal customers [2]

Oliver [2] further stresses that
satisfaction is necessary to loyalty, but
customer satisfaction becomes less

important as loyalty begins to form.
Specifically, Hallowell [10] examined the
relationship between satisfaction, loyalty,
and profitability which supported the
finding that satisfaction is positively and
significantly related to the firm’s loyalty
and profitability. In other words, positive
satisfaction is a key antecedent of loyalty



formation. Additionally, some researchers
have suggested a mediating role of trust
in the relationship between satisfaction
and loyalty [11][12].

2.3 Patrons’ Dining Experience (PDE)

In the restaurant industry, complex attri-
butes influence patrons’ behavior.
Different researchers have proposed
various attributes to explain patrons’
behavior, but only five of these are
widely accepted. The identified attributes
are of food quality, price, service,
location, and environment [3].

2.4 Brand Equity

One critical factor in the success of chain
restaurants and other service firms is the
development of a strong brand [4]. In the
other words, by increasing one’s brand
equity. By definition, brand equity is “a
set of brand assets and liabilities linked to
a brand, its name, and symbol that add to
or subtract from the value provided by a
product or service to a firm and to that
firm’s consumers” [13]. Hyun and Kim [4]
maintained that brand equity as an
important source of capital in the
restaurant industry. Recent study by them
[4] on dimension of restaurant’s brand
equity consist of four dimension as
proposed by Aaker [13] which are brand

awareness, brand image, perceived
quality, and brand loyalty.

3. Conceptual Framework

The proposed model was developed

based on the review of theoretical and
empirical studies in related area.

The patrons’ dining experience (PDE)
consists of attributes of food quality,
price, service quality, location and
environment. Relationship quality is
affected by PDE, which in turn affects
loyalty. The attributes influencing PDE
will act as a form of relational bonds that
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are able to strengthen and maintain a
quality relationship. This will eventually
lead to positively impact on loyalty [3].

Empirically, previous research has
provided evidence in supporting the
relationship ~ between  PDE and

relationship quality. In the findings, it is
also found strong evidence of the linkage
between relationship quality with loyalty
[3]. Palmatier et al. [7] also found that
relationship quality measured by trust and
satisfaction is a strong determinant of
loyalty.

Brand equity will be functioning as a
moderating  variable. Supported by
previous research, brand equity was
found to show impact on chain restaurant
performance [4]. Hence the moderating
effects of brand equity on relationship
between attributes influencing chain
restaurants  patron’s  behavior  and
relationship quality should not be ignored.

The proposed conceptual framework
is presented in Figure 1.

Brand
Equity
H3
PDE '
—»|
H1

Relationship
Quality

Loyalty

Fig.1: Proposed Conceptual Framework

The proposed model focuses on the
impact of PDE on relationship quality
and finally on loyalty with brand equity
as moderator. Therefore, the following
hypotheses were formulated:

H1: PDE will
relationship quality.
H2: Relationship quality positively
affects loyalty.

H3: Brand equity moderates the
relationship  between PDE and
relationship quality.

positively affect
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