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Abstract:

Aim of this paper is talescribe and analyze why customers come badke restaurantsvhat

influence their decision®uring the research we formulate 2 hypotheses.

Hypotheses I mo s t reasons of the restaurants6 cust
restaurantsodé service el emMdaketingModeh pt ed from t h
Hypotheses 2 retention and loyalty havenidirectional relation loyalty means retention of the
customer, but retained customer doesn6t mean |
The results of empirical research suppmth hypothesedlso during the empiricalesearch we
havehighlighted some interesting results which aiialized in lllustration 5.1Jlustration 5.2

and lllustration 5.3

In research qualitative and quantitative approaches are used. Data collection method is interview.
One deep interview wasonducted with restaurant manager in order to enhance the quality of
results interpretation.

The results of the research can be used by marketers especially in restaurant sphere in order to
better understand what i nf | ueome backwm uhe seovitee r s 6
provider. Also restaurants® managers can use
by adjusting relevant restaurantsod service el

Key words: Retention, Restaurant, Marketing Mix Model, Defectiooyalty.
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1. INTRODUCTION

In everyday life we face lots of marketing and sales campaigns in newspapgrsadids,

which are directed at acgiion ofnew customers. A good example of such marketing and sales
campaigs can be telecommunication companies which propose to buy a phone at a price below
market if a consumer will become their customer for a set period of time. In this perspective a
question &ses:is it a good idea to focus on acquiring new customers instead of retaining the
existing ong?

In our master thesis we research retention of the restabirant u st omer s. We hav
restaurant sphere because there are researches of retention in banking, airliremdotalsr

sphere} butnot so many in restaurasphere and because of the personal interest. We think that
development of the restauraphere is quite importamtsrestaurants are the part of the service
sector, which ishemost interesting for economy of thegh developed countridgecause of its
contribution to theGDP. For instance, the contributiontbé service sector in Swedenttze

GDP in 2008 was 70 gercent(IndexMundi, 2016). According to SCE’ from 2005 to 2009

turnover indexof Swedish restaurants, catering establishments and bars increasedglBiost
presen{SCB, 2010). Restauramtatering establishments and bassiartop 20 by growth

tendency within 59 industries on which Swedish service seotlivided (SCB, 2010).

1.1.Background and problemdiscussion

There arevariousstudieswhich state that focus on customer retention is less expensive than
acquisition focus and can be more profitaliteichheld, 1996yiegranandKoth, 1999;
ReichheldandSasser, 1990ornelland Wernerfe|t1987;Blattberg and Deighton, 1996;
Vandermerwe, 199'Heskett, Sasser, Schlesinger, 199ayne and Frow, 1998c). Yet, the
research of Payrend From(1999 highlights that some organizations spend only one quarter of
their marketing budgets on the retention of the customers.

Reichheld and Sassgr990)stress the importance of customer retention through highlighting

that retaining of 5 additionglercenb f t he companyds customers ¢
100percent Mentioned authors also emphasize thpefcentdecrease in defection can lead to

85 percentincrease in profits for baimkg spherecompanies50 percentncrease in profits for
insurancecompanies30percenincrease in profits for auto servicempaniegReichheld and

Sasser, 1990).

Heskett, Sasser and Schlesinger (1997) in tloak inighlight successful retention strategy
experience of the MBNAredit card companyBNA called each of its clients who stopped

using their card service and additionally collected feedback from its defected customers in order
to adjust the service presses. After eight years of such strategy MBNA increased its profits by
sixteen times and company dropped frioemngthirty-eight to fourth within its industry without

any acquisitions. (Heskett, Sasser and Schlesinger, 1997)

The report of the Bain &ompany, consulting firm, in Asian banks sphere states that retaining a
customer into active one will worth two to three times more in profits as just to acquire a new

! Reichheld, 1990; Reichheld, 2003olgate et al., 2007; Ahmad and Buttle, 2001; Roos, 1999; Anton et al., 2007;
Jones et al., 200White, Lemon and Hogan, 2007; Lemon, White and Winer, 2R@3yeney, 1995; Dawes, 2009;
Berne et al., 2001Yi and La, 2004 etc.

%Index Mundi isweb-site which contains detailed country statistics, charts, and maps.
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one and that only around p@rcentof the acquired customers will stay with the company
enough to cover all acquisition costsn(and Way 2003).

Ahmad and Buttle (2001) in his research state that retention of the customers focus should be a
part of the strategic marketing planning process.

Rank Xerox in Denmark made a survey and askeaess to rank their satisfaction level from
1to 5 (5 means best satisfaction) and the following observations show herc88tof those

who measured their satisfaction as 5 returned to make new purchases, while from those who
havechosen 4th level ohe satisfaction returned only @rcentBergman, Klefsjo, 2003,

p.330). From this example we conclude that the level of satisfaction directly influences
customed setention

Overviewedesearchers highlight the connection between customer retenticompdny

profit. They prove the viewsn customer retentiofocusthat it canbe less expensive than
acquisition focus and can be more profitablee think that it is very difficult to make accurate
calculations of expenses which are directed tatugiisition or retention of a customer. For
instance, a big complex marketing campaign can be directed both to acquisition and retention
and thereforeit can be very difficult to accurately associate the costs which acquire a new client
or retain the olabne. It is difficult to say how much profit will bring retention strategies. We
believe that proportion of acquiring versus retaining expenses and benefits depends from lots of
factors such as industry, market, company strategy, product and so on. fEhacefeneral

figures can be calculated. But still, there is a fact, which is proven by amount of resésaehes
above) that retention of the custonsestrategy is less expensive and more profitable. This is

why in our master thesis we have decideceszarch retention of the customers.

1.2. Research questiorand aim

Our mastethesis focuses on the customer retention in restaurant sphere. The rggeaticim
is:
Whyrest aur ant scomedbact o mer s

The aim of our thesis is to describe and analyze ausyomers come bacté the restaurants

what influence their decisiond/e ar e going to define what s
customersn orderto come bacland, therefore, what restaurants can do to increase retehtion

the customergeasons t@ome back provided by the respondents at the same time are retention
reasons from the restaurantsod perspective).

The results of the research can be used by marketers espediadlyastaurant sphere in order

to better understand what i nf ftuneothe ®rviceust ome
provider. Al so restaurants6®é managers can us
by adjusting r enliceelements withia theiraestaueamt s 6 s e



1.3. Disposition

In chapter 2f the thesis we describe the method used in the research and present the limitations
and criticsof the study.

Chapter 3s related to the theoretical background of the retemtidhe customerproblem. In
this part we gather, analyze and interpret the existing theories.

Chapter 4 is related to the descriptaord organizationf the data which was collected during
the empirical research.

In Chapter 5wve conducthe analysisnd interpret the results of the researChapter ives
answer to the research questamtchecks thédypotheses



2. METHODOLOGY

The empirical research has to highlight reasehg customergome backo the restaurant3 o
find out these reasons we wgeantitativeapproach of empirical researde results will be
discussed with the restaurant manager during the deep intéguelitative approachih order
get professional comments on our findigsl to increase the quality of results interpretation

Quantitative method is used to explain, predict measurable phenomena with measurable
variablegLeedy, Ormrod2001, p. 101). Thusit is focused on known variables. Quantitative
research is deductivtherefore we try t@xplain one phenomenon (retemtiof the restaurant
customers) with the sample of variablBsyman & Bell, 2007. Also quantitative method gives
us the opportunity to cover lggr, comparatively to the qualitative meth@dmple of
respondents which creates more possibilities to maké&iad of generalizations. For empirical
research we have chosen interview metiwat closed and open questiodscording to the
Bryman & Bell (2007) pen questions give the opportunity for respondents to answer in their
own words and, thus, for reseaeshto get unusual responses which can help to extend their
knowledge within desired area. Closed questameseasy to process during the analysis and this
type of questions enhances the possibility to compare the an@wamsan & Bell, 2007.

At the theoretical background part feemulate Hypotheses 1thatost reasons of the
restaurantsdé customers retention can be ass
from the 8Ps of Service Marketing Modehe Traditional 4 Ps Model was extiEd by the
Lovelock and Writz (2007) by additional 4 F
(hereinafter 8Ps Modelproduct, placend time priceand other user outlaypromotionand

education physical environment, process, people, progitgtand qualityelementgLovelock

and Wirtz, 200Y. Thereforesecond part of the interview consists from the clagesktions

which are directed to measure the importance ofeagls t aur ant sé ser vi ce
8Psfor the restauranfsustomes tocome backKAnnexA).

Firstfive sections of the interview consfsbm the open questions. At this stagepondents can
formulate theifi ¢ 0 me rdasonsikitld their own wordsOpen questionwill precede closed
guestions partecause we want to make respondémformulate reasons in their own words

and then to rankmportance of restaurants' service elements adapted from 8Ps Modelcas an e

b a cr&aéonsThe results will give us the opgionity to analyze the importance and weight of
eachr e st aur ant s &n psrgpective af eust@areraateatiort and also to compare the
answers to open questionswitld apt ed from 8Ps modeltoseest aur
whether our assumptianentioned above is true or nédiso in the first part of interview we ask
respondents to specify the name of the restauranctivag backn order to avoid the

uniformity of the sample by restaurants criteria.

As defection of the customer is directly opposite to the retention phenomigtiasection of
theinterviewwe also try to highlight reasons which make customers to think about def@gation
switch to another restaurant)his will give us a valuable tiwhich can be used to decrease th
defection rates and increasgentionrates

Thesixth sectionof the interview contains closed questions. BReModel we adaptedo the 13
r e st a serviaerlémerdsvhich are, from our perspective, more relevarthe restaurant
sphere (Table 2.1). To measure the importané®afductP dor customers taome backve
follow Lovelock and Writz (2007) in the perspective of augmented pradeate product and
supplementary services. Thus, first two questions (food, additional serviceskettioa six of

4
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our research and to speed up the data collection we abstract from athtedutéay.

According to the Lovelock and Writz (200fPromotion and EducatioroRan be used to create

with the O¢6fdther auttays bavadockamndh e r
Writz (2007) understand additional expensesr price, extra time efforts etc. To make easier

fimmediate trial purchee® or to boost the consumption when demand is low. We associate with

fiPromotion and Educatiom e st aur ant s ' Specalroffers,aiscounts eddiehn t

thefiProcess Bwe associataext restaurants' service elemefiisasy and fast order taig
process, fEasy table reservation procesdPayment processiiService delivery speéd

fiPhysical environmentds associated with th@tmosphere (music, interior eto.)
service elemenflo thefiPeople Bwe referfiFriendly and helpfustaffo, iWho other clients ate

fi

restaur e

andfiRecognition by the stalf r e st aur ant sWe assamethatfoesoreelrestaueantt s
customers it can be important who other clients in the restaurant are (e.g. gender, age, social

class, culture etc.) in ordes makea decisionto come backRecognition by the staff reflects
some kind of loyalty of the restaurant to the customer when the restaurant staff, for instance,
knows the name of that customer.

8Ps of service marketing element
(Lovelock and Writz, 2007)

Restaurants' service elemensésa@ciated with 8Ps
of service marketing model

Product

Food
Additional servicegfree newspapers, parking tc

Place and time

Location of the restaurant

Price and other User Outlays

Price

Promotion and Education

Specialoffers, discounts etc

Physical environment

Atmosphere (music, interior etc.)

Process Easy and fast order taking process
Easy table reservation process
Payment process
Service delivery speed

People Friendly and helpful staff

Who other clients are
Recognition by the staff

Productivity and quality

I ntegrated in al/l res:|

Table2.liAdapted from 8Ps restaurantsdé servi

We dontleqguaski on

which is directly ass,oci

ce

at e

because we want to be precise as much as it possible and if we take a closer look at the 7 Ps
mentioned above we assutheir performancean reflect the productivity and quality of the
service (e.g. the service delivery speed can reflect the productiVity t he ser vi ce a

as well).

In additionsection eight of thenterviewcontairs a question proposed by ReichHg[#003)
which categorizes the customers into detractors, passively satisfied customers and promoters.
This will give us the oppunity to touch the relation between retention and loyalty of the
customer. Our assumptioeflected in the theoretical backgrousdhatretention and loyalty

“ AiHow likely is it that you would recommend restaurant x fdemd or colleague® Wh @ rse 6Inot at

is 6neutral 6 and

al |

10 i s oO6extremely |likelyd (Reichhel
are:1-61 detractors; 7,8 passively satisfied; 9,10promoters (Reichhel@003).



has unidirectional relatiori loyalty means retention of the customer, but retained customer
doesndot mean | oyal

The process of empirical research has next structure:

a) Interview of the restaurasi c u s (APNBX&A) S

b) Reporting of collected data

c) Organization ofesults.

d) Analysis and interpretation of the resy#ginex B)

e) Deep interview with the professional manager of the restaurant

2.1.Limitations and critics

Our sample can be seen, as | i mitegpondemta of ou
guestioned in Visby (still among them are visitors from another cities and tourists) and by the
size of the samplef 100 respondent#&lso chosen sample limits our generalization to the
population and restaurants of Vishy.

According to théBryman & Bell(2007) closed questions of the interview create a loss of
spontaneous responses. This disadvantagem@ensatby asking respondents to answer the
open questions in the first part of the interview. Another limitation of the closed qusgsibis

that researchers cannot guarantee that respondents interpreted all questions in the same way.

In the open questions part some respondents can answer the questidnsegtbf thumb, e.g.

the high service quality is a reason of the customer reterih such cases the real retention

reason can be different (e.g. the customer likes waitress) or be much more specific than just higt
service quality (e.g. good quality of food). Maybe in such cases the qualitative approach would
be more appropriate #&sgivesopportunity forthe researchs to go into deep interviews, go by

feel and develop patternEdsterbySmithet al., 200Y. However, ve think that bng deep

interviews can burden respondents, which can make them to speed up the interview process by
starting to give answers without thinking. The interview will take ptadgsidea nd we canb
respondents to go through loimgerviews orthe street

Also we do not pay attention to the categorization of the restaurants. For different kind of
restaurants general customer preferences could be different (e.g. preferences tdabe et

elite restaurants). The preferences among the customers df/paaif restaurants could be also

di fferent. I n our workoés perspective catego
customergproblemmuch more complex as we will need to look at the preferences of the
customers to each type of the restauradtaso to define the preferences of each customer

within each category of restaurants. Thus, we abstract from the restaurant categorization within
this paper.

In our research we analyze the data we havérgot customers which state that thegularly

come backo the particular restaurant. In such cases we assume that respondents are honest ant
sincere which is not always the case. foother researcht can be better to look from another

side atthe retention of the customegblemi s er vi cp®@isntvi ewi ew from c
perspective). Thugt will give the possibilityto analyze the factors which generegal retention

rates change®ut, it is challenging to findhe company which is really able to monitor the rates

of i ts cl iespediallydestaueant eigufficiemtmumper of customers in order to get
desirable sample size).



To find out the loyalty level of the customer we use question which was identifiediblyheld
(2003).Evidently we candét expect that only with Reic
loyalty of the customebut it will give ustheopportunityto deeper analyzetentionof the

restaurant customers problem

In our research we use partly each elemeBPsModel in particular and not all elements in
general. Our gquestions designed for the res
8 PsModel element.

The conducted research could not pretend to investigate all the complexity of the restaurant
C u st snetentiod phenomena.



3. THEORETICAL BACKGROU ND

In our master thesis wesearchh et ent i on of t he r e skirshwanaadt s O
to define what retentioaf the customers.

Zineldin (2000)defines customer retention as a fiafgercentage of the customers at the
beginning of the period which are still remaining customers at the end of the period.

Dawes (2009) defines retention simplya number of customers who stay with the service
during the set period of time.

Newell (2000)describes customer retention as the returaustomer relationship marketing.

Swift (2007) in his definitionhighlightsthat the retained customers tadve #so loyal and

profitable Later, in this paperwe assume that retention of the customers and their loyalty have
unidirectional dependency. This means that loyal customer is retained customer while retention
of the customer doestydfthateaustomery s demonstrat e

Fill (2005)describes customer retention as a phase where deep relationships have been
established and parts stendividual and joint goalslones et al. (2007) highlight that retention
can be also caused by the situation whestoners are locked in the relationship with the
service provider because thie switching barriers (e.g. lack of alternatiygsice benefits). Thys
customers in such situati@ome backot because of the deep relationships with the service
provider as FlI(2005) states

There isanopinion that customer retention is a strategic orientation of the relationship marketing
which is focused to keep and learn existing customeigh@tal, Bitner, 2002).

Heskett, Sasser and Schlesinger (1997) define retentaxtias relationships between customer
and service providexhich create revenue from the sale of the initial product or service.
Revenuéecomesnore profitable with time as existing customers become easier to serve
(Heskett, Sasser and Schlesind&97).

Gummessori1999 defines the customer retention as a rate, as Zin€2@id0)does but also
mentions that it is eneasure of the customer loyalfys we mentioned above we will check the
relation between loyalty and retention of the customers in opirigad research.

Based on the mentioned above definitions we define, within this paper, retefrtien
customers as a stable repurchase behavior provided by the customers of the service company.

3.1. Main perspectives on the retention of the customers proem

There are various researches whiorestigatethe retention of the customers problem
(Reichheld, 1990; Reichheld, 20@3plgateet al., 2007; Ahmad arBluttle, 2001; Roos, 1999;
Anton et al., 2007; Jones et al., 200hite, Lemon and Hogan, 200Zemon, White and
Winer, 2002;Keaveney, 1995; Dawes, 2009; Berne et al., 280and La, 2004 etg.

Some of the authors look at the retention of the customers from the switching barpers sco
(Colgate et al., 2007; AhmahdButtle, 2001; Roos, 1999; Aot et al., 2007; Jones et al.,
2007;White, Lemon and Hogan, 20@7t c . ) . Let 6s take a cl oser

Colgate et al(2007) in their workresearch customevgho decided to stay with their present
service provider after serious catsiation of switching to another service provider. Colgate et

8



al. (2007) condu@da big empirical research which coedbig variety of service industries

(banks, insurance companies, doctors, electricity companies, dentists, mobile phone companies,
fitness centers, hairdressers, Internet service providers, telephone companies, airlines, credit cal
companies, auto mechanics, video stores, and opticians) but not the restaurant service industry.
The final reasons to stay according to the Colgate et al7)206 categorized into the switching
barriers and affirmatory barri€rdResearch ofolgate et al(2007)gives the understanding of
broad categories which influenclkeut heormatstom
these categories (i.the satisfaction with which determinants of the service incistention?).
Indeed,if the customer answers that dlesheis satisfied with the current service provider this

will not helpusto understandieepethe satisfaction with which factorsakes customersome

back

White, Lemon and Hogan (2007) propose markeietse noncontractual services (as

restaurant servicesare)o hi ghl i ght customersd fl exibildi
hi ghlight customer s 0 emiceinDrdd to mcrease gust@ter ratehtiort. h e
We think that among the strategies that highlight possible regret of the customers if they defect
can be strategies that create different kind of switching bonds.

Han, Back, and Barrett (2009) research refehips between consumption emotions, customer
satisfaction, switching barriers and customer retention. They identified next switching barriers
for therestaurant customers: switching costs, relational investment, lack of alternatives,
preference. Authorstate that these switching barriers significantly related to repurchase
intentions, and they explain why customeosne bacleven when they experience low level of
satisfaction or unfavorable emotions at the restaukrrt, Back, and Barrett (200Bighlight

that there are positive relationship between customer satisfaction and customer retention, also
customer satisfaction highly influenced by emotional factors such as comfort and annoyance.
(Han, Back, Barrett, 2009)

Another researcherholooks at thecustomergetention from the scope of switching barriers is
Roos (1999). Roos (1999) defines switchitegerminants as pushing (what makes customers to
switch to another provider) and pulling (what makes custoowme back The pushing
determinants according to the Roos (1999) are price, range of goods, product mix, location,
failure of system, design, policy (terms of payment), variation (a natural need of people for
variation). While pulling determinants are variation dtwon, range of goods, habit, pleasure and
policy (Roos, 1999)

Within our research we formulaktypothesesimost reasons ofthe e st aur ant sdé cu
retention can be associated with 8PsdS3emicer ant
Marketing Model (hereinafter e st aur ant sé6 service el ements) .

Let 6s thbhepaeet aur an twihGhe swatching determireahtsepresented by
Roos (1993 fiProductPo can be associated with the range of goods, product mix, variation;
fiPlacePois reflected by the locatioifiPhysical environmen®o can be associated with design;
fiProcessPo (payment part of it) with policy. Interesting determinants presented by Roos (1999)
are pleasure, habit and failure of the system. It is challenging to cermesationed
determinants with the restaurantsoé service

® Switching barriers are time and effort needed to switch to another provider, alternatives evaluation problem,
emotional bonds, switching costs. Affirmatory factors are confidence (satisfaction, familiarity, history with current
service providerte.), social bonds (emotional bonds with the service provider staff), service recovery (successful
service recoveries experience) (Colgate et al., 2007)

9



instancefiPhysical environmerdtandfiPeopl® Pscan create pleasure. Failure with delivering of

some or all of t he r ecechtaaserdiage fatu@/e assumgthat e el e
stable satisfaction with the restaurantso s
habitual (routine) process of buying. Al so
the creatingof switthng barri ers scope. We think that
used to create different kind of economical, social and emotional switching barriers.

In order to theoretically support odiypotheses 1 e t us | ook at sentoe ot |
theories.

Jones et al. (2007) propose three switching costs dimensions: social, lost benefits and procedur:
The behavioral outcome of creating these types of costs according to the Jones et al. (2007)
could be repurchasing intentions and Negaiilald of Mouth (if customers are locked in the
relations they dondét want to be involved in
Negative WOM). Social switching costs Jones et al. (2007) relate to the potential loss of
friendship with the serge provider. This type of switching costs we associate witfiReeple

PO of the 8 Ps ModelLost benefits switching costs Jones et al. (2007) relate to the economical
loses of the customer such as special offerings and price. We assume that lost syeieiiing

costs can be associated with fiReicedor e st aur ant s & €$Specialioffers, el e mer
discountseter e st aur ant s 6 Precedural witahingecbsts doaeas et al. (2007) relate

to the time and efforts needed to find and adapt to a new service provider.

Anton et al. (2007) analyze hgwoor service quality, unfair pricing, low perceived commitment,
anger incidentandsatisfation affect the switching intentions of the customers in the car
insurance industry. Their research concludes that direct impact of the poor service quality and
low commitment on the switching intentions of the customers is not significant and weak (Anton
et al., 2007). At the same time they positively influence the customer dissatisfaction which
directly influence the customer switching intentions (Anton et al., 2007). The service quality
according to the Anton et al. (2007) is founded on such dimenssahs serviceoutcome,
interactionbetween service and customand physicaénvironment qualities. We assume that

the service outcome can be associated wittifloed andfiAdditional serviceSr e st aur ant
service elements, interactiorwith thefiFriendly and helpful stafir e st aur ant sdé s et
andfi Rysical environmeiitqualities respectivelywith thefiAtmospherér e st aur ant s o
element. Commitment aording to Anton et al. (2007) avéllingness to invest, shared

information, loyaltyand commitment to the customer, or perceived desire to continue. The unfair
pricing and anger incidents according to Anton et al. (2007) strongly affects switching intentions
of the customers both directly and indirectly through satisfaction. We thinkrfait pricing

can be also analyzed through fiRgicedr e st aur ant sdé service el eme

according to Anton et al. (2007) are relate
upset and lose confidence in the firm. There could beoldts f act or s gener at i
confidence. At this stage we assume that di

service elements can be one of such fasttish makes customers upset.

Lemon, White and Winer (2002) state that whastemers decide whether or notctme back
they consider not only current and past eva
satisfaction) they also evaluate future expectations (future benefits and future regret). Authors
state that firms syuld put more emphasize on customer expectations of future benefits in order
to achieve retention and suggest to marketers to take into consideration how marketing mix

el ements (for instance, pricing strategy) i
expectations of future use when developing marketing strategy (Lemon, White, Winer, 2002).

10



Keaveney (1995 efined reasons of switching behavior of the customers within the service
industries price, inconvenience, core service failures, failed employee responsesto service
failure, ethical problems, involuntary factormpetitive issues and service encounter

failures. In his modedrepresent such elements of 8 Ps Model fiReoducb, fiPriced, fiPeopl®,
fiPhysical environmentetc. Also Keaveney (1995) statitat six of the eight causes of
switchingbehavior can be controlled by the service provider.

Ahmad and Buttl€2001) emphasizeéhat the Marketing Mix model is the tool waditional
marketing approach which is directedatuisition of the new customeess the same timé can
be used to achieve higher rateca$tomersetention. Ahmad and Buttle (2001) propose three
types of potential retention increase strategieshi@e types of consumers: consumers of fast
moving consumer goods (FMCG), consumers of services, busgassasers of physical goods
and services. In all strategies they propose adjustment of particular elements which can be
associated with Marketinglix Model.

Dawes in 2009 presented his hypotheses which he proved by the empirical study that regular
clients ardess sensitive to the changes in ptleenordinary clients This notion we will be able

partly support or deny with results of our empiriesearch (we will see the weighted

i mportance of the Price restaurantsoé servic
ot her restaurantsod6 service el ements).

Berne et al. (2001) seetention of the customers as a function of the customer satisfaction while
customer satisfaction is a function of the service quality C&LR model). Also he adds to this
model variety seeking determinant which influences the customer retentionydiBsathe et al.,

2001). The variety seeking determinant we can try to associate withabebr e st aur ant s
service element as the big variety of products can satisfy the natural need of customer for variety
seeking process. Furthermore, to the deternsnaincustomer satisfaction Berne et al. (2001)

relate: personnel and cleanliness, food, atmosphere, fast s@@isennel and cleanliness we

can associate witfiFriendly and helpful staffr e st aur ant s é s ewithfiFaod el e
r est aumwicerelenseid, atnespherdiAtmospherer e st aur ant sd ser vi C¢
servicei fiEasy and fast order taking proogss a 8edvicefideliveryspeéd r est aur ant s

elements

Based on the overviewed theoretical backgrourmbirempirical researctve want to find out
whichrolee ach r est aur an tag @ reertionof the eestaulard castamers. p

Another important view on the customer retention was highlighted byithed La (2004)

Their study research the impacttbiloyalty factor on customer satisfaction and repurchase
intention(Yi, La, 2004). Authors concluded that for loyal customers satisfaction has a direct
impact on repurchase intentions, when for-fmyal customers adjusted expectations
(expectations formed afteonsumption) play leading role in forming repurchase interfiYon
La, 2004). Thereforeresearchers highlight that when failure happegurchase intentions of
loyal customersireless affected tharepurchase intentions abn-loyal customergYi, La,

20049.

Looking for the loyalty measurement tool we have directed our attention at the research of
Reichheld (2003). He has presented the set of questions directed to the loyalty measurement an
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identified one questidrwhich was the most effective tool lofyalty measurement among other
questions (Reichheld, 2003). Reichheld (2003) justified the correctness of his question by the
notion that those customers, who recommend the service, are highly likely to be the loyal
customers. This gives us the oppoityito touch the relation between retention and loyalty of

the customer. Also this leads us to blypotheses 2 retention and loyalty havenidirectional
relationil oyal ty means retention of the customer

3.2. Other perspectives on the retention of the customeproblem

In this chapter we present some of the theo
were not discussed in the previous paecause they cannot be analyzed within our empirical
researchThese studies are i mportant part of the
for further researches.

The research of Fruchter and Zhang (2004) analyze strategic use of targeted promotion for
acquisition and retention of customers. Authors stresgkimate of strategy: defensive targeted
promotions for retention and offensive promotions for acquisition depenusirket share of a
company. Fruchter and Zhang (2004) highlighted that for companies with larger market share
offensive promotions targetedn acqui si ti on generate | ess nt
promotions. Thereforgesearchers state that if market share of company insiiéakeuld

spend more on customer retentidnmarket share of company decresgeshould spend more

on customeacquisition. This research highlights when marketers should put emphasize on
retention or acquisitigrbutitd o e s n 0 tretgntio increassgirategieandreasons for

retention.( Fruchter and Zhan@004)

Lee and He@2009 highlightthatCorporateSocial Responsibility@SR) activities carincrease
satisfactiorvetentionratesof customersn hotels and restaurantsee and He@2009 have
found that positive CSR activities increasete

Hogan, Lemon and Libai (2003) diss changes of the custoesalue during the product life
cycle. Authors streghe value of retained customer (free positive W)l impact of the lost
customer on c¢ o mplaganyl@mon pnd bilfai, 2088b i | i ty (

Kumar (1999) highlights that rionship oriented service firmsvehigher level of trust and
more repeated service encounters with their cli¢gihésefore such firms get higher level of
profitability and lower expenses over time.

Desai and Mahajan (1998) argue that affeeded attudes (appeal to fillings, wishes, emotipns
etc.)can play a strategic role in helping brands to acquire, develop, and retain customers.

® fiHow likely is it that you would recommend restaurant x to a friend or colleage?e r e 0 ail sl d ni okte | ay

is Oneutral d and 10 is O6extremely |likelyd (Reichhel
are:0-61 detractors; 7,8 passively satissfied; 9,10promoters (Reichheld, 2003).
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4. EMPIRICAL INVESTIGAT ION AND RESULTS

Empirical results of our research consist of i@8rviewswhich were collected in order tanfi
out reasons why customers come biacthe restaurants. Investigatiasas conductead Visby
during theApril 2010. Among our respondents3 percentaretourists which addnore diversity
to our findings. Respondentsere selected randombn the street. fie important conditioto
start interviewwas requirement to the respondent t@begular client of somparticular
restaurant. Thysur sample consistd 100interviewswith regular customers of some
restaurants.

On theaverage interviews were conducted only with edth®" person asonly each 4 - 5™
person admitted to be a regular client of some restaltaoh interview lasted aiheaverage 15
minutes with appropriate respondent ar8l Rinutes with tbse who were ready to answer, but

appeared to be not regular clients. Some pr
the term Aregul ar cliento, thuenepartculdrad t o e
restaurant more often than otmestaurante r I f cl i ent doesndt vi si

instance once per year, but each year visits one particular restaurant than for our research this
client is regular client of some restaurant. Some of the respondents, even those who are loyal
according to the Reichhedd £003)types of customerdiad troubles with remembering the

actual name athe restaurant to which they come back

Our sample presented kbyediverse range of respondents with different age, gender, frequency

of visiting and duation of being a regular client. Among 100 respondents 59 are women and 41
are men. During the data collection women were more ready to answer and participate than mer
but still we have more or less equal amount of both gender respondents.

In Table 41 we present distribution of the respondents among age categories. We used five
categories to define the respondentsdé age i
for respondents, as we think that some respondents, especially women, cacdedbrtable

when it is required to specifhieir age. From Table #can be seen that the biggest amount of
respondents in the sample are presented by
presented with more or less equal amount gffoadents.

Age rangecategory Amount of respondents
1525 15

26-35 15

36-45 21

46-55 20

56+ 29

Total 100

Table 4.1- Distribution of the respondents through the age range categories.

In Table4.2we present visiting frequency data, which describes how many times respondents
visit their restaurants per year. The visjtfrequency question had openm, thus respondents

could tell us how often they visit restaurant in tleein words. The open gs&on form for this
information was used in respect that we have limited knowledge about the visiting frequency of
restaurard éustomers, thus weexenot able to form an appropriate categories of this variable
before the research. In order to make pdsdite work with visiting frequency data weducel

the datdito a common denominator ( amount of restaurant vi si
year) after collecting it. The range of visiting frequency was so broad that we decided to
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categorize visiting frguency data into five categories. From Tabicén be seen that the
majority of the respondents visit their restaurants from 11 to 50 (39 respondents) and 1 to 10 (31
respondents) times per yeatr.

Restaurants visitingéquencytimes per yeal Amount of espondents
1-10 31

11-50 39

51-100 17

101- 200 10

201 + 3

Total 100

Table 4.2- Distribution of the respondents through restaurants visiting frequency categories.

In Table 43 we present data which describes how many years regular d@ntsbacko their
restaurants. Respondents answered in free form, so for analyses we have to reorganize this dat:
When respondents were not sure whether theyrrét the restaurant A or B years we took

average value for the analysis (e.g. answer 2y&aBs was interpreted as 2.5 years). When we
reorganized this data the range of years was broad, thus we organized this data into seven
categories. From Table3ican be seen that top categories by amount of respondents are second
and sixth and respondents within these categories are respectively a regular clients of some
restaurant during.®-2 years and.5-10 years.

Duration of being restaurant regular custorgegrs| Amount of respondents
0-1 15

15-2 22

25-3 9

3.5-4 6

45-5 14

55-10 21

105+ 13

Total 100

Table 4.3- Distribution of the respondents throudtiration of being restaurant regular
customer categories

Among 100 interviews we asked customer8&festaurants in Visby arfB restaurants from
otherplaces This gives more diversity to our sample. We collected this data in order to be sure
that our respondents are clients of different restaurants anesisltawe have different views

and perspectives.

In respect to our Hypotheses 2 we have added in our questionnaire question presented by
Reichheld (2003vhich helps to evaluate u st omer s | oyal ty. We hayv
into three categories: ttactors, passively satisfi@ahdpromoters (Reichheld, 2003 Table

4.4 we present respondeahbk éR0d3h stegoried Antongd®0 a c
respondent s 5 Ihich are acéomingaaniReithbetd$2003) the most loyal
customers.
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Customer ategory Amount of respondents
Detractors 14

Passively satisfied 35

Promoters 51

Total 100

Table4.4-Respondentsé6é distribution through Rei ¢

In respect to our Hypotheses 1 at the second part of the questionnaire we asked respondents tc
define extend to which each restaurantso se
to come baclon the scale from 1 to 10, where 10 means the mpsirtantand1 means not
important at all Annex C).

I n the Table 4.5 we present the rating of a
lowest.Weraedr e st aur ant s 0answers withirctee sampieaordimgttostheir

weights. Hi ghest reateimegn th aosf fitFhoeo3nck redulewas ant s 6
expected as good food is a core service of the restaurant business and it should be high quality.
Among 100 respondents 42 have weighted importante A Foodod as 10. No r
wei ght ed -BHdOheds eaxand highest r at i nrge shtaasu riaF
serviceelemenT he hi ghest amount of respondents we
mark.The lowestratingha8 Addi t i onal servicesoOo restaur ant
service element 77 percent of respondents marked from 1 to 6.

Restaurants6é service e|Rating
Food 8,80
Friendly and helpful staff 8,29
Atmosphere 7,61
Service delivery speed 7,24
Location of the restaurant 7,07
Price 7,07
Payment process 7,02
Easy and fast order taking process 6,97
Easy table reservation process 6,56
Recognition by the staff 5,73
Special offers, discounts etc. 5,55
Who other clients are 5,48
Additional services 4,39

Table 4.5- Ratingofr e st aur ant s &frons adosed quesgonse | e me n t

10

> ightx

"We calculate the rate of eacleelentas Rate— =, wheren- number of respondents which have
N

weightedd e st aur ant s ® igNsirtotal naneber®fl olesemetiobs.
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5. ANALYSIS AND DISCUSSION

5.1. Hypotheses 1 analysis

To check our Hypotheses 1 we have to analyzes p o mdeomtes r@asoonskom open

guestions sectiom order to associate or notthemwitre st aur ant s 6. InsSfalevi c e
5.1 we present dispersion of the respondents by amount of reasons which we were able to
associate with e st aur ant s 0. ASwe can see, ®nlyagdasoms efrfiourgsespotsiwe

were not able to associate withe st aur ant s 0. T 96eicen.f the respondents s
presented at least ofiec 0 me rdason Which we can associate witle st aur ant sé s
elementgfAnnex D).

Amount of retention reasons which associateadvithr e st aur

service elements Amount of respondent
0 4
1 44
2 33
3 16
4 2
5 1
Grand Total 10(

Table 5.1- Amount of retention reasons which associatedvithr e st aur a aléameris s er

Table 5.2 shows performancearfdedretention reasorfsom open questions sectiaiffter
associationwithh e st aur ant s 0.Leadingfivci ccnee ethsensiebe tespondents
according to our research are respectively food, atmospirere, location, friendly and helpful
staff.

Retention reason Amount of respondent]
Food 77
Atmosphere 32
Price 19
Location 17
Friendly and helpful staff 12
Easy and fast order taking process 5
Service delivery speed 5
Special offers, discounttc. 3
Who other clients are 1

Table 5.2- Codedretention reasons after associationwitk st aur ant s servic

Nextretentionr easons we coulrésdtuaanodcioodyoption cle el
good service, children likie, serving good, know owner, just like it, always get what you want,
good to go with friends, don6ét need to cook

We assume thatithin our researcmost of these reasomgere notassociated with e st aur an
servicee | ement s because respondent themcaomnebatkn 6t e X
Il ndeed, fAgood serjvuacte off a Kidaey vo gt gwlbdagto ay diud vy
Abest r est aur araveny abstrac defindiocnssanddcanmmgandbiositive sides
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of the service, e.g. kind staff, fast service deliyggod atmosphe®t ¢ . A Chiidl dr en
reasortells us why our particular respondentureisto the restaurant, but nothing why his/her
children |like thatth efsrtiaaumrda:d .r dtGomotdi d o rgea
can mean, for instance, that atmosphere in the restaurant is good to have a talk with friends or,
for instance, a respondent caruratto that particular restaurant only because his/her friends like
that restauranfAnother interesting retentionrea®mm i s fAdondét neéeéd otnd co
retention reason can lagsociated with some unique for the particular customer element of the
restaurant (for instance, Jamaican foddhjis finding is consistarwith the authors who explain
retention of the customers from the switching barriers point offyiewb ut st i || doe
fact that these switching barriers in our research are one or several restaurants' service element:
AKnow o0 wn e reasorrisats@cortsistentrwithrJones et al. (2007) and can be associated
with the social switching cast a potential loss of friendship with the service providdso it

can be associated with affirmatory barriers for switching to another provider tgcksn

Colgate et al(2007)1 familiarity andhistory with current service provider

Respondents didndt mentioouidad soet ePmyeenwmn t he @ s
process , Easfy table reservation procasReddgnition by the stadf a Additiofial services .

As we can see in the open questions section of the interview the most frequently mentioned
retenti on r (@able 52 Inths preiéus sectian we have ranked gaehs t aur an
service element whin the closed questiorf$able 4.5) of the interviewandfi F o sedtaurants'
service elemerdlso is placed on the first place. The results are predictable as food is a core
service of each restaurant amab to be high qualityi At mo s pestainargsbservice element

is on the second place in the opgurestions section of the interview and it has third piatke
closedquestions section of t hestauramg semwiceiclenveve Wi t h
have associateslich retention reasons as charming, comfortable, sea view, cozy, silence, jazz
club, music etcAnnex C). i P r irestautants' service elemésbn the third place in the open
guestions section of the interview while in tesedquestions section of the interview

respondents have put it only tre sixth place. The reasons of such difference can be in bigger
amount of retention reasons in ttlesedquestions section of the intervidwvhen respondents

saw so many retentionreassPr i ce 0 coul d becanimBef eiscsei dnploir
speedod and fALocation of t htefourte antthefifth gaoetino wh i
the closedquestions section of the intervigWable 4.5.

We areaware that such comparison between the ranks of retaetsons we have got frahe
openand closed questions is rattirelycorrect. In thelosedquestions section of the interview

we asked respondesriot only to chose which of three s t a u viee elensedaresiraportant

for them to come baghut also to rank their importance levAhfiex A). Then we calculated

therank of each retention reason accordintheeamount of respondents have chosen particular
reason and itsnportance. In thepenquestions section of the interview respondemss |

mention what makes them come b#azlkhe restaurantsvhich gives us only frequency of the
mentioningi ranks from this section are not weighted with the importance of eachaatent
reasonTherefore, this comparison we have condlvt

Total amount otheretention reasons we have investigated duthegesearch is seventy.
Twelve retention reasons amothegstara @ ns gr wiec €
elementg17.14 percent).

8 Colgate et al., 2007; Ahmad and Buttle, 2001; Roos, 1999; Anton et al., 2007; Jones et ali2@)T:emon and Hogan,
2007etc
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Our findings support Hypothesesiinost reasons of thee s t a wustanmets se@ntion can be
associatedwith he r est aur ant sd s er v8Psoésergideeanketnyy s ad
modeb aswithin researchedample 2.86 percent ofheretention reasons we were able to

associate with e st aur ant s 6and anly retention reasbne opércentos the
respondents wk a v eassdciateéwithther e st aur ant s6. service el em

5.2. Hypotheses 2 analysis

Duringthe theoretical research of customers retention problem we have formulated Hypotheses
2 :retemtion and loyalty haeunidirectional relationi loyalty means retention of the customer,
but retained custdoAeeordingtoteeRaidhteld (2@03)the lbyaly a |
customers are thoseho promote the service they consume. Thereftre€onfirm or disconfirm

our Hypotheses 2 we have to analyze how many promoters are among retained respdsdents.
we mentioned earlier thenportant requirement to the respondent to staimterview wasbeing

a regular client o particular restaurantvhich means that all respondents within the sample are
retained customers.

In previous chapter iable 4.4 we have summarized the distitiu of therespondents among
Reichheldbés (2003) types of customedafthe Acco
respondents/hich arg according to Reichheld (20Q3romoters andherefore loyal

customers. Thus, 4%rcentof the respondentccording ® Reichheld (2003) are not loyal. In
respect to our Hypotheses 2 withine researched sample thfe respondentsve can say that all

loyal restaurant customefgromotersire retained customeisut 49 percent of retained

customers are not loygbassively satisfied and detractofSjom our perspective, some of Ron

loyal customersretnb ecause there are some fAonly optic
chinese, jazz, thai, fish restaurants gieother reason can becation of the restauraita lot of
students and teachers of the Gotland University eat in the restavnatt is situated in the

University, as it is the closest place where they can have lunaleup of coffee during the

break

We have confirmed our Hypothese®V&thin our researct he resul ts dondt s
customersdo retention def i ni tandbSwift(®200&)whecmsaye d b
thatcustomer retention israeasure of the customer loyalty as only &icent of retained

customers within our sample are loyal.

5.3. Analysis of defectionreasons

Within our research 79 percevitther e spondent s thedefdctmréasonsstgp e c i f
another restaurafecause they either dd mhangeher e st aur ant or the oul dn
actual reason@nnex E). InTable 5.3 weresentefection reasonshich we associatedith
restaur ant s 6 FreneTablei5.8 we canl seerthatithe major reason of defection to
anoter r e st aurSomdofthegesporidents chéntioned that they wetry new tastes

and another food. Some other respondents mentioned that they want to eat food of higher qualit
than intherestaurant they come backone of the respondents memied that he defects to

another restaurant because of travelling. One interesting defection, ieagdnwe have
associated with t heelénnmtii< etohatesnaupamd st sw
servkrcem.our experience, some people have a
better qualityi this can be one of the reasons why customer may want to have more expensive
service. Another reason, from our perspective, can be aoheed respondernb be associated

with a high expensive restaurant by other peoptader to adjust his/hémage in the eyes of

others.
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Defection reason Amount of respondent

Food 13

Location

Price

Atmosphere

Who other clients are

Easy and fast order takipgocess

RIFRINNWIN

Service delivery speed

Table 5.3-Resultingpd e f ect i on reasons after associatio

Nextdefectionreasonswel i dansbstoci at e wi t h r e s headforeanetys 6 S
internet ranks, friendwant another restaurant, will defect if owner of the restaurant will be
changed, service, children liknother restaurant

As in the case with retention reasors assume that most of the defection reasons are not
associated with restaurantsd service el emen
makes them defect. fANeed for wvari et ydesjreoff or
the respadent to try new food or to change atmosph&re.s o A Need f or vari e
reason i s consistent with Roos (1909dactorsvho d
which make customer to change the service providér.r i ends wanrtar@adoot her
A chi | danaher rdstavkadtell us wty particular respondents defect b u ttell dsavhyd

those friendsnd childrerike another restauranéegwhi ch r est aur ant sd se
AServiceo defection meamsoany sofvetrlye br @aatda am
I nteresting def ect i braspanderdt wakat thegatingstiod t er net r
restaurargin the internet anthendecides where to go. But stithat respondent has hieviorite
restaurant to wich he comgback A W | | defect i f owner of h
reason which we didndét associated with AF
because, we think, it can orbg partly associated with this element andeeflto some extend
loyalty to the owner of the restaurant.

—

54. Analysis of restaurants6é service el en

Analysis ofther e st aur ant sé6 service el ements as a r
steps. In first stepve use linear regression to analymsvigendeiof the respondenfrequency

of visits, duration of being a customer, age and loyalty level to some restaurant influence
customersod artddttadresnttowagarsvi ce’(AinexMent s a
During the second step of the analyais analyzeanddefing with the help ottorrelation
analysishow attitudes towar ds o ncerrelstedwithatttudesr e st a
towardsother restauranservice eleents fomparticularrespondentsAnnex G).

To make analysis possibleyalty is measured from one to ten. Age range is presented by a
figure from one t-25d i ard (fwihee ei ©ne56 680 Nfd&dt e
variable and means zero for women andiofeg men. Frequency of visits to the restaurants is
presented in Ati mes per year o and duFRorhei on
data analysis we used Excel Analysis ToolPak.

® y=BXy+ BoXo+ B Xp+1, wWher e y is dependent variable frogistaurant

coefficients X - gender of the respondent, frequency of visits, duration of being a customer, age, and loyalty édfesitsy, o
i intercept.
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During the analysis we pay attention only to those relations which are statistically significant at
0.01, 0.0%and 0.1 levels of significanctn lllustratiors 5.1and 5.2can be seen visualized major
regression results which are the most interesting from our perspective.

Who other clients
are

Additional services

e / AN
. / N
e / \ ™
e | \ N
/ \ AN
! \ N
; N
/ o
/ N
/ N
/ N
/ N

Customer loyalty

Friendly and
helpful staff
Atmosphere

Positive relation (The more loyal respondent is the more

—®  important for him/her is this restaurantsdservice element)

Price

-4/ Special offers and
discounts

7777777777 > Negative relation ((The more loyal respondent is the less
important for him/her is this restaurantséservice element)

lllustration 5.1 7 Major results of regression analygidustome 6 s |7 (ngependent

variable).
Older
Clients
- Easy table Easy and fast
Recognslt:frfw by the reservation order taking
process process

Frequent
clients

Who other clients
are

Special offers and
discounts

Friendly and
helpful staff

important for him/her is this restaurantsoservice element this restaurantsdservice element is for him/her
Restaurantséservice element is more Frequent) The more frequently respondent visits the restaurant the more
important for women than for men clients / jmportant for him/her is this restaurantséservice element

lllustration 5. 27 Major results of regression analy§iduration, gender, age, visiting frequency
I independent variables).

The longer respondents is a client of the restaurant the more The older respondent is the more important
clients

During the regression analysis we defined how loyalty oféspondents to some restaurant,
respondent sé age, gender, frequency of rest
some restaurant influence his/her rates of restaurants' service elenpartanceas a retention
reasonTherefore, the degndent variables in our researchimre s pondent sé r at es
service elements i mportance as a retention
between restaurants' service elements and loyalty as, in such case, this will show ttisUides a
towards restaurants' service elensemtiuence loyalty of the customers and loyalty is not the

scope of our research.
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Regression analysis has shown positive rel a
AAt mosphereo ardpfikdi endlf y 0ama s hhathoer veordg tise' s ¢
more loyal client is the more important for HirerareAFo o d 6, A At mospher eo
Hel pf ul thexdasomdd acmmeabackThus, arises a question: why higher loyalty of the
customer means higher importance of food, atmosphere, friendly and helpful staff? In our

research some respondents ranked the I mport
othersirikept i n mindo their f avor nhstarce,the gsit@eur an
relation ofther e s pondent sé | oyalty to the i mportanc

customer is loyal to the food of one particular restaurant then when he/she visits another
restaurant hitierexpectatiorfor the food are quithigh as hishecould have perceptions of the

food qualityandtastefrom his favorite restaurant much higher than they actually are. From our
perspective the same explanation is relevan
level and impaiance of atmosphere as a retention reason as\Welalso assume that such

relation can be explained that sometimes more loyal client asks for more attention and special
treatment as a reward for his/her loyalty.

Negative relation accordingtoourfingis has | oyalty | evel of thi
serviceso, APriceapdiBWboi at heffelbeannhd dr 80
service elementdhe interpretation is that the more loyal customer is the Iéshdranks
mentioredaboveres aur ant s ser vi c e reasbns tothedtasrartaFsomfi ¢ 0 me
our perspective, this can take place becaus
di scountso are not in the top dE45aeddoysh ur ant
customers care about egeasons less than ndoyal T in some cases they can see service

better than it actually is or such customers may need less thdoyabim order to become

satisfied Also this finding is partly consistenttvihn t he Daweso6s (2009) n
are less sensitive to the price than ordinary clients. According to our research the more loyal
client is the less sensitive to the price he/she is.

According to our regression analysimenrank importa c e Fo fi emdl vy and Hel
AWho other clients areo0o asnedsonbSgne backhighertbanf er s
men We think that women are naturally and generally more communicative and emotional than
men and, thus, camoreabout nteractions with other people. The same reason, we think, makes
them rank ASpecial of f e risheyamaydreqdire mareospeoidl s 6 hi
treatment than men.

During the regression analysis we have discovered that the older respondentasstheshe
rankstheimporance of AWho ,otfhRec acdnietnitesn abrye 0t he st
reser vat iasaneasprtocomeshackrom our experience we can assume tohanger
generation naturally has more active life than older geiogr, which tends to value comfort

more than activity. This can be one among lots of explarsosuch relatios

Another positive relatioshows that thenore frequently respondent visitee restaurant the

hi gher he/ she ralBakyandmpast aocdepnftahend pro
element as a reastm come backindeed, it is logically to assume that the miveguent
respondentsisit restaurants the more they can face situation when they have to wait to make an
order and, thefere, the higher thewantto decrease this procedure in ti(méich increases

their rank of this restaurants' service element importance)

The last relation we have discovered from our first step regression analysasitivee pelation
of being a regiar client duratioriothefi Speci al offers and discoun
element. Thus, the longer respondent is a client of some restaurant the higher he/ghe ranks
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I mportance of ASpeci al t©ctomebackWatmnikthadwhenc ount s
respondent is a client of some restaurant for a long period qfdimeeed for some kind of

reward for being aregulatientc an ari se. fASpecial offers anc
element can play such reward role.

During the secondegp oftheanal ysi s we conduct a correlati
restaurants' service elements raaksetention reasons. As in previous steghis step we

analyze onlythose correlationwhich are statically significant at 0.01, 0.05 or Oxels of
significanceln lllustration5.3 can be seen visualized major correlation results which are the
most interesting from our perspective.

Location of the

< Who other clients
restaurant

are

Atmosphere | > Food

A
y

Easy table

reservation
rocess

_( Servicedelivery
\ speed
r
A4
& f {  Price )

lllustration 53T Cor r el ati ons among restaur angsaséd ser
retention reasons.

Friendly and

helpful staff /=

A

and fast order
taking process

During the correlation analysige have discovered positive correlation amoagkings of
restaurants' service elements within Product P (Food, Additional services), People P (Friendly
and helpful staff, who other clients are, recognition by the staffPeowkss P (Easy and fast

order taking process, easy table reservation process, paymeasqrservice delivery speed)
groups of restaurants' service elemenkerefore, within our sampleshen respondent ranks

oneof the restaurants' service element with mgdrkhe/she also ranks high other restaurants’
service elements within a groupdeient of 8Ps Model). Ensignificance of correlation among
restaurants' service elemgntithin each element of 8Ps Modstengtherour restaurants'

service element adapted model.

Statistically significant correlation is betwermkings ofi L o ¢ a ttihen refst aur ant
other clients areo restaurants’ service el e
restaurant which is | ocated on the beach he
people in black suits who will remind tihespondent his/her own jo\ice versa, targeted clients

of the restaurant can cause its location. For instance, if target clients are students then restaurar
might be placed in or near the University and clients of such restaurant might desire hesee ot
clients of the restaurant as students and, maybe, teachers.
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Rankingsofi Pr i ce0 restaurants' servi ccasyantifasment i
order taking process, Easiy table reservation procésgPayinent process, Service delivery

speedd , &pedal difers, discountsadic. r e st aur ant gdnkingseWevniepret e | e
these findings as the more important price is for the respondent the more important for him are
Process elements (first four restaurants’ service elsmeniocess element of 8Ps Model) and
special offers and discounts because the client simplyswaget good quality service for the

money he/she pays.

The esults of the research have shown positive correlatioongii F o pfidAdt mos pher e o
AFri endl y a mestaunants' geivicelelensentadidcamrding to our findingsn

Table 4.5we can see that these elements are the most important restaurants' service elements f
r e st acousbmers tacame backAccording to our findingshigh importance of one of the
mentionecelements for the customer will lead to high ranks of other two restaurants' service
elements importance as a retention reason.

Another interesting finding generatedyo r esearch i s positive co
restaurants'’ service el ement r awhk othergclentsvi t h
ared aRedogritionbythestaif r anki ngs of restaurants' se

elements are padf the People P. We think that people can be a part of atmosphere of the
restaurant. As we mentioned earlier in the restaurant for students, students careleaat
atmosphere. In the beach restaurant, people who vocationally dcessedate redxing and

vocational atmospherel her e 1 s al so a positive correl at
a n dasyitable reservation processr est aur ant s' seustamercanesetd e me r
the restaurantanddsrd6t have t o wai custdmeprelininarly&rowsahato r wh
his/her favorite table in the restaurant is reserved specially fothigrcan generate for some

people relaxing atmosphere, for songgve afeeling that theyarevalued as clients.

The research has shown positive rankingsaed at i on
fiEasy and fast order taking proogs€asiy table reservation procesgPayinent process

restaurants' service elements rankirig@asy and fast order taking prese , Easfy table

reservation proceés, Payfnentprocess r est aur ants' service el erm
thus, the more respondentalueall mentioned processes the more they want staff to be friendly
and kind. Without staff all mentioned procesassimpossible tdeliver.

Correlation analysis also has shown positive correlationbet n i Recogni andon b
Friendly and helpful staffo, AEasy and fas
Easy tabl e r es arantssenice elempnisoFoom sus erspedie pasitive
orrelation between ARecognition by the st a
order takingo, AService delivery speedo, AE
elements an be explained by desiretber e st aur ant 6 customers to
that customers, who think that it is important to be recognized in the service encounter, expect
from servicebs personal b e t teeeservatierrpvocessand f a s
faster speed of delivery. ThuSc ust omer rates MARecognition by
element higthenh e/ she al so rates high AEasy and f a:
AEasy tabl e r eestaurantsadenvice elenentge thiekghat@sitive correlation

bet ween fARecognition by the staffo and AFri
is reasonable. If customer wants staff to recognize him/her in the restaurant then d@al$ylogi

that this staff should be friendly and kind as well.

O v

Our findings also have shown positive corre
and AService delivery spe emrlationriseeasyta undesstandas s
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both elements are the Process P group, and it is obvious that wétafftakesc | i e@mddr 6
fastit is likely that clientwill get his/herfood also fast. Thygustomers whorate i g h
fast order ,amkii B@r pir oe oldghésiweller y speed

S
Easy

We were not able to interpratrae of the statistically significant results. For instance, it is

di fficult to explain posiAdditonal seavcesr eWalt iion b
otherclientsa® r est aur ant sWhersresponderdseaanked highmadditiorsal
services they, for some reasons, ranked al s
elementCorrelation analysis shows in what directions researched vargdtes/ards each

other and it has nothing tio with the causality ahese directionéBryman & Bell, 2007.

When correlation shows relations like this we can assume that some respondents have high
requirements towards all restaurants' service elements quality.

5.5. Frequency ofrestaurant visits and duration of being a regular clientanalysis

Wehavedef i ned retention of the customers with
b e h a v iAbthigstage wanalyze repurchase behavinylooking how often and how long
customers express their repuaisk behavior and which factors influence its frequency and
duration. In chapter 4 we have described the distribution of respondents among duration of beinc
a regular client and frequency of visits. The scope of this section of chapter 5 is to define which
factors amongestaurants' service elemertgalty of the respondents to some restaurant,
respondent sdé age and gender influence frequ
regular client of some restaurant.

The regression analygidnnex H) of beingregularclient duration has shown:

1. The higher respondent ranks i mportance o
service element the longer he/she stays as a client of some restaurant (significance level
0.05). Ths result isconsistentvith result we have in our present section of the chapter
which we has explained as a possible need for some kind of reward for being a regular.

2. The older respondent is the longer he/she stays as a client of some restaurant
(significance level 0.01).

The frequency of restaurant visits regression analysis has shostatistical significant results
and, therefore, we canodot take them into con

5.6. Discussion of research results with restaurant manager

I n r es pecthatela professioaal vibik Bxpdrience in managing the restaurant business
we asked one manager of the restaurant to comment our main fifimgsx 1). The main aim

of the interview was to gebmments on our findings from professab in order to increase the
quality of results interpretatioffhe interview was structuredut still had a qualitative nature as

we fully participated in the di s0cutserin nwe eh
give an example thatfreeebh k et s rest aur ant provides for t
kind of such AAdditional serviceso within o

The respondent is a manager of big restaurant whsituated in the center of Visby inside the
wall. Hehas been workingt thisrestauranfor 10 years.

The firstfinding we have discussed withemanager ishedifference between loyal and non
loyal customers itmportancee anki ng of fAFoodo, AAt mospher ec
restaurants' service elemem&cordingto the manager in his restaurant loyal clients always get
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special treatment without asking for it. The staff of the restaurant always tries to recognize the
regularcustomers and to give them special treatnfenaim our perspective this can be the

reason Wy in our research loyal respondents value higher such core elements of the restaurant ¢
food, atmosphere and staff. This is also consistent with our conclusion in section 5.4. We believe
that when loyal client gets better food (maybe portion with sortra agddons), best table in the
restaurant, special treatment from the staff without asking, filveih when such a client comes

to another restaurant he/she might want, and most likely will want, to get the same treatment as
in his/her favorite restauran. Al s 0 manager emphasi ze-tbyalt hat
clients the mentioned restaurants' service elements are not imjidhagtare just less

important for noAoyal than for loyal clients. This statement is consistent with our results as
regression analysis has shown that the more loyal client is the more he/she ranks importance of
the AFoodo, AAt mosphereo and AFriendly and
doesndt me aloyal tlibnts (detraabors and passiveltisfied clients according to the
Reichheld (2003)) these element are not important at all.

According to our research | oyal customers Vv
clients aredo and fASpeci al o f fents as a eeterdiondeasvrc o u
less than nothoyal. Manager commented this finding that for loyal custoitnermuch more

important food, atmosphere and staff of the restaurant. According to the mamggsite to the

loyal clients nonloyal need some stimuli to become a customer of the restaurant and, thus, they
tend to paymoreattentionto such elements as price, additional services, other clients etc. We
thinkinthiscasg f we abstract from t hnentfmerdsianedd r est e
elements can distinguish one resganirfrom another (cheaper pladee newspagxs, blankets

etc.). Whercustomer becomes aylal customeraccording to our research, he/she starts value

food, atmospherand staff as the most importanstaurants' service elemenits this caserice,

for instance, playa secondary importance or becamet important at all (for some extra loyal

and rich clients). This, from our perspective, is one of the reasons why loyal customer can be
more profitableghan norloyal.

Al so we have asked manager to comment the d
Hel pful staffo, fAWho other clients areé and
among men and women. Generally, manager hasatwed any difference in behavior among
women and men, but specifically remembered that women tend toamakeer in the

restaurant when they see a smiling handsome waiter. As we concluded this result in the section
5.4, from our perspective womanemore emotional and communicative than man and in this
case such emotions can be an explanation to

course, without research we cannot state that if men will beawifulwaitress in the restaurant

whichissm | i ng to him he wouldnét order food. B
sample, women are modemanding o t he AFriendly and Hel pful
the restaurant areo and fASpecial offers and

Ourresearchashi ghl i ghted that ol der raspondé@mlRes oy
by the staffdé and fiEasy table reservation p
agreed with our findings. Also he stated that older clients are deonandinghan younger
clients and it can be hard to satisfy them.
wait and other people of the restaurant are very important for them especially if they are kids
who make noise. These comments are consistenpwitbpinion that older clients may desire
comfort more than younger clients and as a results they care more about not to wait long, to sit
where they want and where there are no, for instance, noisy kids or students.
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The positive relation between visitiigr equency and fAEasy and f asi
also discussed with manager. He commented that loyal customers always get special treatment
(fast order taking process as well) and, therefore, they may value such a treatment high and to
requireitWe partly agree with manager s comment
frequent/retained customer doesndét mean | oy
the understanding of frequent customer is equal to the loyal customer and they treat suc
customers as loyal customers then we tend to completely agree with his opinion. In addition, we
have opinion that when customer frequently visits restaurant he/she makes more orders than les
frequent visitors and, therefore, spends more time on makuey procedure and we assume

that such customer may want to decrease this time.

According to our research the longer respondent is a client of some restaurant the higher he/she

ranks i mportance of WASpecial of f eheisrestumraht di s
they dondét propose special offers and donét
special and tasty to the main food order. V
can be treated asreward to the clients for beimagregular customeAnd, as we mentiad

earlier, I f customer stays as a restauranto
some kind of reward which can be fAiSpecial o

Our research has shown that there important price is for the respondents the more important
for them are fiEasy and fast order taking pr
processo, fAService delivery speedo, and ASp
elemats Manager completely agreed with our findings. He gave us two examples which
highlight that the more money client pays for the service the more he/she requires from it (the
same is true for opposite direction). His comments are consistent witbmelusions that client
simply wants to get good quality service for the money he/she pays.

During the interview we decided to ask manager to rank importance of the restaurants’ service
elements as a retention reason from the most important to the leastiet arose as veeealso
interested to |l ook at the retention probl
result is that manager as a first place (
of the r est au thes,adtually, cAVée theltasen k out resadrch respondents
ranked ALocation of the restauranto with on
go to the restaurant we find it in the city centre or not far from the most urbanized places. Thus

it stands to reason, it goes without saying that it has to be somewhere near. People used to this.
But what if restaurant is situated somewhere far enough? How then customers will know about
this restaurant if they, normgll, dondét wal ksthefbod, atemmd@phéreaic. niofe e n
important than location of the restaurant? As our manager said if restaurant is located somewhel
far, then it has to have something really special. That is why we think that respondents ranked
location of the restaurantieer than they could because generally they may used to have
restaurant somewhere close to them.

en
t h

Second place manager gave to the APriceo an
elements. We believe that such sequence can be caused by a desire of restaurant to be
distinguished from another restaurant. Before customer will decide to tsgitviee he/she has

to ensure thaheprice of the service is convenieRtice, almost alwaysgoes before the product
consumption (there are elite restaurants without prices in the menu) and this can be another
reason why manager has put it before tloglpcti in orderto try the product customer fireas

to agree with the price.
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6. CONCLUSIONS

Aim of this paper is talescribe and analyze why customers come back to the restaurants, what
influence their decisions.

Main approach we have used for analysiguantitative method. We interviewed 100

respondents in Visby. Each respondent was a retained client of some particular restaurant.
Interview consisted from three main partstHafirst part oftheinterview respondents expressed
their reasons of retéon in open answer form. limesecond part we asked them to rank
importance of each restaurants' service element adapted from 8Ps Model as a retention reason.
thethird part we ask to answer a question proposed by Reichheld (2003) in order to measure
loyalty of the respondent therestaurant he/sheturns

During the theoretical research we have found out that thagr@ip of authors who analyze
retention of the customer problem from switching barriers perspective. After the analysis of
thesek esear chesoé wor ks wheswitchingbdrrierd @ be tinkea with ouo s t
restaurantsodé service elements, because each

During the theoretical research we have formulated two hypothégestheses 1 most
reasons of the restaurants6 customers reten
elements adapted from the 8Ps of Service Marketing Model. Hypothesete@tion and loyalty

have unidirectional relatiori loyalty means retgion of the customer, but retained customer
doesndét Bahahgpothesey welre.successfully confirmed during the empirical research.

Also during the empirical researeve have discoverea quantity of relations from regression
and correlation anadys the most interesting of whietne visualized idllustration 5.1,
lllustration 5.2andlllustration 5. 3.

Who other clients
are

Additional services

Friendly and
helpful staff
Atmosphere

Positive relation (The more loyal respondent is the more

—®  important for him/her is this restaurantsdservice element)

Customerd loyalty -

Price

/ o
i N
/ ~
h N
/ N
; AN
/ N

-4/ Special offers and
discounts

,,,,,,,,,, > Negative relation ((The more loyal respondent is the less
important for him/her is this restaurantséservice element)

lllustration 5.17 Major results of regression analy§iSCu st o me i indepehdeng al t vy
variable).
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Frequent
clients

Older
Clients

Easy table
reservation
process

Easy and fast
order taking
process

Who other clients
are

Special offers and
discounts

Friendly and
helpful staff

The longer respondents is a client of the restaurant the more [ oider | The older respondent is the more important
important for him/her is this restaurantsdservice element clients | this restaurantsdservice element is for him/her

Restaurantsoservice element is more Frequent) The more frequently respondent visits the restaurant the more
important for women than for men clients / important for him/her is this restaurantséservice element

lllustration 5. 27 Major results of regression analygiBduration, gender, age, visiting frequency
i independent variables).

Location of the \_
restaurant N

Atmosphere |
A

Who other clients
are

Easy table

reservation
rOCess

_( Servicedelivery
\ speed

A

Friendly and

helpful staff )~
A_/

’ \ 4

and fast order « ,'{ Price )

taking process
lllustration5.3T Cor r el ati ons among restaurantsdé ser
retention reasons.

The most 1 mporta r ,asatredentiorareasqescordingtoour c e el e
researchar e AFomdsepheAeo and AFriendly and help

In order tobetterunderstand and interpretir findingswe haveconducted deep interview with
professional r ®wihgahe ineroiewore haweagot angresting comments most
of which were consistent with our interpretations.

Findings of our research can heed by marketers especially in restaurant sphere in order to
better under st and wh a or andwhyl thegame backctaitket service r s
provider. Also restaurants® managers can Us
by adjusting relevant restaurantsod service
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We think that in further researchwes ul d | ook at retention of

perspective. This will give us the opportunity to analyze how and which changes in service
elements cause changes in retention rates. We need to find companies which have enouc
information about hei r customersodé retention rates ar
will have to change the business sprsinee,most likelyr e st aur ant s dondt h
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ANNEX A. - QUESTIONAAIRE

no

Are you a regular customer of some restaurant? (Which?)
How often do you visit this restaurant?
What makes you come batikthe restauraft

How long are you being a regular client of teetaurant?

Have you ever thought about the defection to another restaurant? Why?

To what extent from 1 to 10 (10 means the most importar@3 the followingattributes
influence yourdecision to continuto go to therestaurant?

Food [1 2 3 4 5 6 7 8 9 10]

Additional servicesnewspapers, parkinge}e [1 2 3 4 5 6 7 8 9 10]

Location of the restaurant [1 2 3546 7 8 9 10]

Price [1 2 3 4 5 6 7 8 9 10]
Atmosphere (music, interior etc.) [1 2 3 4 5 6 7 8 9 10]
Friendly and helful staff [1 2 3 4 5 6 7 8 9 10]
Who other clients are [1 2 3 4 5 6 7 8 9 10]
Recognition by the staff [1 2 3 4 5 6 7 8 9 10]
Easy and fast order taking process [1 2 3 4 5 6 7 8 9 10]
Easy table reservation process [1 2435 6 7 8 9 10]
Payment process [1 2 3 4 5 6 7 8 9 10]
Service delivery speed [1 2 3 4 5 6 7 8 9 10]
Speciaoffers, discounts etc. [1 2 3 4 5 6 7 8 9 10]
Specify your age range, please

C 1525 C 2635 C 3645 C 4655 C 56+

How likely is it that you wouldecommendestaurank to afriend or colleagueWhere is
l16not at all | ikelyd, 5 i Reicbheld R0OZ al 06 an

[1 2 3 4 5 6 7 8 9 10]
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ANNEX B. T ANALYSIS PROCESS DIAGRAM.
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ANNEX C.7 RANKS OF RESTAURANTS' SERVICE ELEMENTS BY

AMOUNT OF RESPONDENTS

i N ™ < Lo © N~ [e0] (@) 8

EIZ|E| 2 2|2 2|2 2|2
Restaurants' service Element 5:5 5:5 5:5 5:5 § &U § &U § §
Food 0 0 0 1 3 4| 13| 27| 10| 42
Additional services 21 8| 12| 12| 14| 10 9 6 3 5
Price 0 1 2 2| 20| 12| 18| 21| 15| 9
Atmosphere 0 0 2 4 4| 11| 25| 23| 16| 15
Friendly and helpful staff 0 0 0 0 7 5| 18| 22| 18| 30
Who other clients are 6 6| 10| 11| 22 7| 13| 18 1 6
Recognition by the staff 11 6 7 7| 12| 16| 11| 11| 10| 9
Easy and fast order taking proces| 0 1 3 4| 13| 15| 22| 23| 13 6
Easy table reservation process 7 3 2 6| 12| 12| 18| 13| 19 8
Payment process 2 4 5 4 7 8| 23| 21| 11| 15
Service delivery speed 0 1 1 3| 12| 18| 15| 26| 14| 10
Special offersdiscounts etc. 5 8| 10 6| 23| 11| 12| 13 9 3
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ANNEXD.TCUSTOMERSO® RE REASONS@RDING

Easy
and
Friendly | Who | fast Special
and other | order | Service | offers,

helpful | clients | taking | delivery | discounts
Observation No| Reasons to come back Food Location | Price | Atmosphere| staff are process| speed | etc.

service, price 1

servie, food, feelings, atmosphere 1 1

location, only option 1

food, quick service 1 1 1

place 1

charming and comfortable 1

Fast grvice, price 1 1 1

close to home, good food, atmosphere, staff

© |0 (N[O |01 | (W (N |-

food, atmosphere, price

[N
o

atmpshere, food,location

=
=

food, location

=
N

food, location, good service, vine

[y
w

atmogphere, food, staff

e LT e P P T

[EEN
i

atmogphere, price, discount, big dishes

[y
(631

locaion

=
»
=
[

atmosphere, location, food

=
~

children like food

[N
(0]

food
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Observaibn No.

Reasons to come back

Food

Location

Price

Atmosphere

Friendly
and
helpful
staff

Who
other
clients
are

Easy
and

fast
order
taking
process|

Service
delivery
speed

Special
offers,
discounts
etc.

19

locatin, price

1

20

nice,view sea, food variety

21

food,service

22

food, price

23

atmophere cosy, food, staff

24

excellent food

25

food

26

food

27

silerce, atmosphere, food

R

28

kids love it, atmpshere

29

food

=

30

food

31

clean price, food,serving good

32

location

33

food, atmosphere

34

jazzclub- no alternatives

35

food, fast, clean, convenient

36

food, staff

37

food, price

38

nice environment, know owner

39

justlike it
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Easy
and
Friendly | Who | fast Special
and other | order | Service | offers,

helpful | clients| taking | delivery | discounts
Observation No| Reasons to come back Food Location | Price | Atmosphere| staff are process| speed | etc.

40 | food, music 1

41 | food with fish

42 | good food

43 | goodfood, personal very good, always get what you w

R

44 | food, good with friends

45 | atmosphere, staff 1 1

46 | food, price

47 | food

48 | atmophere, food

49 | pizza

50 | cheap food

51 | special food, nice place

52 | knowmenu and staff, cheap

53 | close cheap, healthy food

54 | niceservice, food

55 | special daily lunch

56 | d o méed to cook, food, price

57 | fish soup,

58 | food

59 | food

RPlRrlRrlRrlRrRPR[RP[R|RP|RP|RP|P|~ |~
H

60 | jamarckan food
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Observation No

Reasons to come back

Food

Location

Price

Atmosphere

Friendly
and
helpful
staff

Who
other
clients
are

Easy
and
fast
order
taking
process|

Service
delivery
speed

Special
offers,
discounts
etc.

61

food, service, portions

62

food

63

fish soup,

64

convenient

65

food

66

cosy

67

kitchen, service

68

service, price quality

69

food staff

70

food, service, atmoshpere

71

nice,food, when we go to Goteborg

72

excelent food, nice environment

73

fish soup

74

food

75

food, friends with owner

76

cheap, food

R

77

son bves it

78

food, vine

79

nice, many people, not expensive

80

good food, good service (generous)

81

goodfood, nice staff, small
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Easy
and
Friendly | Who | fast Special
and other | order | Service | offers,

helpful | clients| taking | delivery | discounts
Observation No| Reasons to come back Food Location | Price | Atmosphere| staff are process| speed | etc.

82 | good meattypical dinner place 1 1

=

83 | goodfish, nice 1

84 | | am not cooking, nice to go with friends

85 | food, environment

86 | convenient, nearby, food

87 | food, price is not higjh, staff

88 | comfartable, food, service

N e e
l_\
l_\

89 | food, nice people

90 | boatview 1

91 | food,

92 | food, can take away

93 | taste, fast

94 | fast,food, cheap

e e
'—\
'—\

95 | food, close

96 | children like

97 | like it, close 1

98 | bestones, fish 1

99 | outsainding, too expensive

100 | food, cheap 1

40




ANNEXE.TCUSTOMERSG DEFECTI ON REASONS CODI NG
Easy and
Who | fast Special
Friendly other | order Service | offers,
Observation and helpful | clients | taking delivery | discounts
No. Reasons of thinking about defection Food | Location | Price | Atmosphere | staff are process | speed etc.
1]no
2| no
3| no
4| no
5] no
6 | need fo variety
d o niketfastfood but has no opportunity to
change
no
want mae expensive service 1
10| no
11| no
12| no
13| no
14 | food variety
15| no
16 | no
17 | don'tlike fast food
18 | food variety
19 | too many people in HGO 1
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Observation
No.

Reasons of thinking about defection

Food

Location

Price

Atmosphere

Friendly
and helpful
staff

Who
other
clients
are

Easy and
fast
order
taking
process

Service
delivery
speed

Special
offers,
discounts
etc.

20

place

1

21

variety seeking

22

variety seeking

23

variety seeking

24

no speial reason, money

25

variety seeking, ratings in the internet

26

variety and company

27

no

28

no

29

no

30

no

31

no

32

no

33

no

34

no

35

no

36

no

37

something new

38

new peple

39

new

40

friends want Another
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Observation
No.

Reasons of thinking about defection

Food

Location

Price

Atmosphere

Friendly
and helpful
staff

Who
other
clients
are

Easy and
fast
order
taking
process

Service
delivery
speed

Special
offers,
discounts
etc.

41

no

42

no

43

no

44

no

45

NO

46

no

47

no

48

no

49

no

50

no

51

no

52

will defect if owner will be changed

53

no

54

no

55

no

56

no

57

no

58

no

59

no

60

variety

61

variety
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Observation
No.

Reasons of thinking about defection

Food

Location

Price

Atmosphere

Friendly
and helpful
staff

Who
other
clients
are

Easy and
fast
order
taking
process

Service
delivery
speed

Special
offers,
discounts
etc.

62

no

63

no

64

menu

65

servie

66

environment

67

variety

68

no

69

something new

70

variety

71

like try different

72

no

73

variety of food

74

variety

75

variety

76

different food

77

no

78

no

79

food isndt al ways

go

80

no

81

need changes

82

no

44



Observation
No.

Reasons of thinking about defection

Food

Location

Price

Atmosphere

Friendly
and helpful
staff

Who
other
clients
are

Easy and
fast
order
taking
process

Service
delivery
speed

Special
offers,
discounts
etc.

83

no

84

| like to test other food too

85

| like to try different but than come back

86

betterfood

87

change

88

no

89

new

90

no

91

children like another restaurant

92

no

93

taste.Fast

94

no

95

price

96

otrher tastes

97

no

98

traveling

99

food, environment

100

no
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ANNEX F. 7T REGRESSION ANALYSIS OF RETENTION REASONS

Regression analysis of "Food" restaurant service element (Dependent variabe)

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept 6,96 0,82 8,47 0,00 5,33 8,59 5,33 8,59
Age range (35) 0,02 0,12 0,14 0,89 -0,22 0,25 -0,22 0,25
Reichelds loyalty (:10)** 0,21 0,09 2,37 0,02 0,03 0,39 0,03 0,39
Gender(6women, 1- men) -0,48 0,29 -1,64 0,10 -1,07 0,10 -1,07 0,10
Coded frequency (times per year) 0,00 0,00 0,50 0,62 0,00 0,00 0,00 0,00
How long regular client years 0,00 0,03 -0,17 0,86 -0,06 0,05 -0,06 0,05

Regression analysis of "Additional services" restaurant service element (Dependent val

t
Coefficients Standard Error Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept 6,57 151 4,36 0,00 3,58 9,56 3,58 9,56
Age range (15) 0,30 0,22 1,38 0,17 -0,13 0,74 -0,13 0,74
Reichelds loyalty (£10)* -0,29 0,17 1,77 0,08 -0,62 0,04 -0,62 0,04
Gender(8women, 1- men) -0,74 0,54 1,36 0,18 -1,81 0,34 -1,81 0,34
Coded frequency (times per year) 0,00 0,00 0,65 0,52 0,00 0,00 0,00 0,00
How long regular client years -0,06 0,05 1,21 0,23 -0,17 0,04 -0,17 0,04

* statistically insignificant at significance level 0.

*x statistically insignificant at significance level 0.

Fhx statistically insignificant at significance level 0.

46



Regression analysis of "Location of the restaurant” restaurant service element (Dependent vari

Coefficients  StandardError t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 7,64 1,00 7,66 0,00 5,66 9,62 5,66 9,62
Age range (b) 0,19 0,15 1,29 0,20 -0,10 0,48 -0,10 0,48
Reichelds loyalty ¢10) -0,09 0,11 -0,80 0,42 -0,30 0,13 -0,30 0,13
Gender(6women, 1- men) -0,56 0,36 -1,57 0,12 -1,27 0,15 -1,27 0,15
Coded frequency (times per year) 0,00 0,00 1,45 0,15 0,00 0,00 0,00 0,00
How long regular client years -0,05 0,03 -1,49 0,14 -0,12 0,02 -0,12 0,02
Regression analysis of "Pricegstaurant service element (Dependent variabe)
Coefficients  Standard Error tStat  P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 8,73 1,04 8,44 0,00 6,68 10,79 6,68 10,79
Age range (bB) 0,04 0,15 0,24 0,81 -0,26 0,34 -0,26 0,34
Reichelds loyalty (4L0)* -0,19 0,11 -1,71 0,09 -0,42 0,03 -0,42 0,03
Gender(Gwomen, 1- men) -0,59 0,37 -1,60 0,11 -1,33 0,14 -1,33 0,14
Coded frequency (times per year) 0,00 0,00 1,30 0,20 0,00 0,00 0,00 0,00
How long regular client years 0,00 0,04 0,04 0,97 -0,07 0,07 -0,07 0,07

*

**

*k%k

statistically insignificant at significance level 0.
statistically insignificant at significance level 0.
statistically insignificant at significance level 0.
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Regression analysis of "AtmosphereStaurant service element (Dependent variabe

Upper 95% Lower 95,0% Upper 95,0%

Coefficients  Standard Error t Stat P-value Lower 95%
Intercept 5,54 0,93 5,92 0,00 3,68
Age range (b) -0,04 0,14 -0,30 0,77 -0,31
Reichelds loyalty ¢10) 0,28 0,10 2,69 0,01 0,07
Gender(6women, 1- men) -0,49 0,34 -1,46 0,15 -1,16
Coded frequency (times per year) 0,00 0,00 -0,28 0,78 0,00
How long regular client years 0,02 0,03 0,62 0,54 -0,04

7,39 3,68 7,39
0,23 -0,31 0,23
0,48 0,07 0,48
0,17 -1,16 0,17
0,00 0,00 0,00
0,09 -0,04 0,09

Regression analysis of "Friendly and helpful staff" restaurant service element (Dependent variab

Coefficients Standard Error tStat P-value Lower 95%

Upper 95% Lower 95,0% Upper 95,0%

Intercept 6,71 0,84 7,99 0,00 5,05 8,38 5,05 8,38
Age range (b) 0,08 0,12 0,65 0,51 -0,16 0,32 -0,16 0,32
Reichelds loyalty (4L0)* 0,17 0,09 1,84 0,07 -0,01 0,35 -0,01 0,35
Gender(Gwomen, 1- men)** -0,66 0,30 -2,20 0,03 -1,26 -0,06 -1,26 -0,06
Coded frequency (timegser year) 0,00 0,00 1,00 0,32 0,00 0,00 0,00 0,00
How long regular client years 0,02 0,03 0,64 0,53 -0,04 0,08 -0,04 0,08

* statistically insignificant at significance level 0.

*x statistically insignificant at significance level 0.

*rx statistically insignificant at significance level 0.
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Regression analysis of "Who other clients are" restaurant service element (Dependent

Coefficients Standard Error tStat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 6,68 1,27 5,25 0,00 4,15 9,20 4,15 9,20
Age range (5B5)** 0,37 0,19 2,01 0,05 0,00 0,74 0,00 0,74
Reichelds loyalty (410)** -0,28 0,14 -2,00 0,05 -0,55 0,00 -0,55 0,00
Gender(Gwomen, 1- men)*** -1,20 0,46 -2,63 0,01 -2,10 -0,29 -2,10 -0,29
Coded frequency (times per year) 0,00 0,00 1,71 0,09 0,00 0,01 0,00 0,01
How long regular client years 0,04 0,04 0,97 0,33 -0,05 0,13 -0,05 0,13

Regression analysis of "Recognition by the staff' restaurant service element (Dependent variabe

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 2,15 154 1,39 0,17 -0,91 5,21 -0,91 5,21
Age range (b) 0,46 0,22 2,04 0,04 0,01 0,90 0,01 0,90
Reichelds loyalty ¢10) 0,25 0,17 1,48 0,14 -0,09 0,59 -0,09 0,59
Gender(Gwomen, 1- men) 0,07 0,55 0,13 0,90 -1,03 1,17 -1,03 1,17
Coded frequency (times per year) 0,00 0,00 1,68 0,10 0,00 0,01 0,00 0,01
How long regular client years -0,04 0,05 -0,71 0,48 -0,15 0,07 -0,15 0,07

*

*%

*k*k

statisticallyinsignificant at significance level 0.:
statistically insignificant at significance level 0.
statistically insignificant at significance level 0.
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Regression analysis of "Easy and fast order taking process" restaurant service (Elependent variabe

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept 5,86 0,98 5,99 0,00 3,92 7,80 3,92 7,80
Age range (b) 0,17 0,14 1,22 0,23 -0,11 0,46 -0,11 0,46
Reichelds loyalty ¢10) 0,06 0,11 0,52 0,60 -0,16 0,27 -0,16 0,27
Gender(6women, 1- men) -0,51 0,35 -1,45 0,15 -1,21 0,19 -1,21 0,19
Coded frequency (times per year)* 0,00 0,00 1,69 0,09 0,00 0,00 0,00 0,00
How long regular client years 0,03 0,03 0,83 0,41 -0,04 0,10 -0,04 0,10

Regression analysis of "Easy table reservation process" restaurant service element (Dependent v

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept 3,37 1,31 2,57 0,01 0,77 5,98 0,77 5,98
Age range (bB) 0,69 0,19 3,63 0,00 0,31 1,07 0,31 1,07
Reichelds loyalty ¢10) 0,18 0,14 1,25 0,22 -0,11 0,47 -0,11 0,47
Gender(Gwomen, 1- men) -0,77 0,47 -1,63 0,11 -1,70 0,17 -1,70 0,17
Coded frequency (times per year) 0,00 0,00 -0,66 0,51 0,00 0,00 0,00 0,00
How long regular client years -0,04 0,05 -0,95 0,34 -0,13 0,05 -0,13 0,05

* statistically insignificant at significance level 0.

*x statistically insignificant at significance level 0.

*rx statistically insignificant aignificance level 0.0:
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Regression analysis of "Payment process" restaurant service element (Dependent

Coefficients  Standard Error t Stat  P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept 5,92 1,32 4,49 0,00 3,30 8,53 3,30 8,53
Age range (b) 0,21 0,19 1,07 0,29 -0,17 0,59 -0,17 0,59
Reichelds loyalty ¢10) 0,01 0,14 0,08 0,94 -0,27 0,30 -0,27 0,30
Gender(6women, 1- men) -0,02 0,47 -0,05 0,96 -0,96 0,91 -0,96 0,91
Coded frequency (times per year) 0,00 0,00 1,15 0,25 0,00 0,00 0,00 0,00
How long regular client years 0,04 0,05 0,87 0,39 -0,05 0,13 -0,05 0,13

Regression analysis of "Service delivery speed"” restaurant service element (Dependent

Coefficients Standard Error tStat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 7,33 1,01 7,26 0,00 5,32 9,33 5,32 9,33
Age range () -0,04 0,15 -0,24 0,81 -0,33 0,26 -0,33 0,26
Reichelds loyalty ¢10) -0,02 0,11 -0,19 0,85 -0,24 0,20 -0,24 0,20
Gender(6women, 1- men) 0,03 0,36 0,09 0,93 -0,69 0,75 -0,69 0,75
Coded frequency (times per year) 0,00 0,00 1,52 0,13 0,00 0,00 0,00 0,00
How long regular client years 0,02 0,04 0,49 0,62 -0,05 0,09 -0,05 0,09
* statistically insignificant at significance level 0.1
*x statistically insignificant at significance level 0.05
rxk statistically insignificant at significance level 0.01
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Regression analysis of "Special offers, discounts" restaurant service element (Dependent variabe)

Coefficients StandardError t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 8,09 1,34 6,05 0,00 5,43 10,74 5,43 10,74
Age range () -0,12 0,19 -0,60 0,55 -0,50 0,27 -0,50 0,27
Reichelds loyalty (4L0)* -0,27 0,15 -1,81 0,07 -0,56 0,03 -0,56 0,03
Gender(Gwomen, 1- men)* -0,89 0,48 -1,85 0,07 -1,84 0,07 -1,84 0,07
Coded frequency (times per year) 0,00 0,00 -0,51 0,61 0,00 0,00 0,00 0,00
How long regular client years* 0,08 0,05 1,71 0,09 -0,01 0,17 -0,01 0,17
* statistically insignificant aignificance level 0.1
*x statistically insignificant at significance level 0.05
*kk statistically insignificant at significance level 0.01
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ANNEX G. T CORRELATION MATRIX

Restaurants' service element 1 2 3 4 5 6 7 8 9 10 11 12 13
1.Food 1
2.Additional services 0,187* 1
3.Location of the restaurant -0,047 0,009 |1
0,322*
4.Price 0,094 0,069 | ** 1
5.Atmoshpere 0,246** 0,077 | 0,057 | 0,055 |1
0,497*

6.Friendly and helpful staff 0,317** | 0,086 | 0,079 | 0,054 | ** 1

0,326* | 0,203* 0,205*
7.Who other clients are 0,041 *k * 0,069 | 0,165* | * 1

0,384* | 0,416* | 0,217*
8.Recognition by the staff 0,194* 0,169* | 0,149 | 0,056 | ** *x * 1
0,266* 0,301* | 0,376* | 0,492*

9.Easy and fast order taking process 0,046 0,162 | 0,128 | ** 0,170* | ** * * 1

0,230* 0,376* | 0,244* | 0,261* | 0,443* | 0,353*
10.Easy table reservation process 0,023 * 0,051 | 0,049 | ** * i * *x 1

0,244* 0,217* 0,206* | 0,285* | 0,269* | 0,626* | 0,411*
11.Payment process -0,069 * 0,054 | * 0,146 | * *x *x *x *x 1

0,339* 0,241* | 0,263* | 0,647* | 0,306* | 0,589*

12.Service delivery speed -0,116 0,078 | 0,060 | ** 0,143 | 0,122 | * * *x *x *x 1

0,262* 0,333* | 0,208* 0,260* 0,241* | 0,235* 0,296*
13.Special offers, discounts etc. 0,089 *x 0,051 | ** * -0,028 | ** 0,118 | * * 0,188* | **

*kk

*%

Correlatino is significant at the 0,01 level (2 tailed)

Correlatino is significant at the 0,05 level (2 tailed)

Correlatino is significant at the 0,1 level (2 tailed)
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ANNEX H.T REGRESSION ANALYSIS OF RESTAURANT FREQUENCY VISITS AND BEING A REGULAR

CLIENT DURATION

Frequency of restaurants visits regression analysis (Dependent variable)

Coefficients Standard Error t Stat P-value Lower 95%  Upper 95% Lower 95,0% Upper 95,0%
Intercept -144,22 173,02 -0,83 0,41 -488,34 199,91 -488,34 199,91
Food 7,35 12,40 0,59 0,55 -17,31 32,01 -17,31 32,01
Additional services -7,44 6,72 -1,11 0,27 -20,80 5,92 -20,80 5,92
Location of the restaurant 5,29 9,76 0,54 0,59 -14,12 24,70 -14,12 24,70
Price 7,56 10,40 0,73 0,47 -13,12 28,23 -13,12 28,23
Atmoshpere -9,15 12,02 -0,76 0,45 -33,05 14,76 -33,05 14,76
Friendly and helpful staff 2,48 13,24 0,19 0,85 -23,85 28,81 -23,85 28,81
Who other clients are 12,22 7,98 1,53 0,13 -3,64 28,08 -3,64 28,08
Recognition by the staff 11,48 7,67 1,50 0,14 -3,78 26,73 -3,78 26,73
Easy and fast order taking process -4,62 14,94 -0,31 0,76 -34,33 25,10 -34,33 25,10
Easy table reservation process -10,54 850 -1,24 0,22 -27,44 6,36 -27,44 6,36
Payment process 5,79 9,76 0,59 0,55 -13,61 25,20 -13,61 25,20
Service delivery speed 9,95 13,58 0,73 0,47 -17,07 36,97 -17,07 36,97
Special offers, discounts etc. -6,50 7,81 -0,83 0,41 -22,04 9,03 -22,04 9,03
Age range (35) -12,48 12,56 -0,99 0,32 -37,47 12,50 -37,47 12,50
Reichelds loyalty (410) 6,85 11,17 0,61 0,54 -15,36 29,06 -15,36 29,06
Gender(Bwomen, 1- men) 0,19 35,88 0,01 1,00 -71,17 71,55 -71,17 71,55
* statistically insignificant at significance level 0.1
*x statistically insignificant at significance level 0.05
Fhx statisticallyinsignificant at significance level 0.01
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Duration of being a retaurant's regular customer regression analysis (Dependent variable)

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept -2,55 5,71 -0,45 0,66 -13,91 8,81 -13,91 8,81
Food -0,14 0,41 -0,35 0,73 -0,96 0,67 -0,96 0,67
Additional services -0,39 0,22 -1,75 0,08 -0,83 0,05 -0,83 0,05
Location of the restaurant -0,50 0,32 -1,56 0,12 -1,14 0,14 -1,14 0,14
Price -0,05 0,34 -0,16 0,88 -0,74 0,63 -0,74 0,63
Atmoshpere 0,19 0,40 0,48 0,63 -0,60 0,98 -0,60 0,98
Friendly and helpful staff 0,33 0,44 0,75 0,46 -0,54 1,20 -0,54 1,20
Who other clients are 0,27 0,26 1,01 0,32 -0,26 0,79 -0,26 0,79
Recognition by the staff -0,17 0,25 -0,69 0,49 -0,68 0,33 -0,68 0,33
Easy and fast order taking process 0,25 0,49 0,51 0,61 -0,73 1,23 -0,73 1,23
Easy table reservation process -0,38 0,28 -1,37 0,17 -0,94 0,17 -0,94 0,17
Payment process 0,31 0,32 0,98 0,33 -0,33 0,95 -0,33 0,95
Service delivery speed -0,29 0,45 -0,65 0,52 -1,18 0,60 -1,18 0,60
Special offers, discounts etc. ** 0,51 0,26 1,96 0,05 -0,01 1,02 -0,01 1,02
Age range (35)*** 2,17 0,41 5,24 0,00 1,35 3,00 1,35 3,00
Reichelds loyalty (410) 0,14 0,37 0,37 0,71 -0,60 0,87 -0,60 0,87
Gender(6women, 1- men) 0,70 1,18 0,59 0,56 -1,66 3,05 -1,66 3,05
* statistically insignificant at significance level 0.1

*x statistically insignificant at significance level 0.05

*rk statistically insignificant at significance level 0.01



ANNEX I.7 Interview with the restaurant manager

Hello! Aim of our paper is talescribe and analyze why customers come hmtthe restaurants
andwhat influence their decisionBuring the research we have discovered sm@selts which
should be interpreted by a professional manager of the restaurant. Could you comment our
findings?

Why |l oyal customers value AFoodo, AAt mo-sphere:
loyal?

| think that loyal customers know what theill get, because they are regular and they know

menu, know what to expect. We, as staff, always try to satisfy our loyal customers even more
than other clients. We have a lot of loyal clients who spend in Visby their vacations and visit our
restaurant fomany years. When these clients visit our restaurantaya lot of attentiorto

them, we try to keep our relationships, show that we remember them and that we value them and
really glad to see them. We think it is really important to show our clients how we appreciate
them.

| actually observed a lot such a behavior when pewa@tking aboutthe streetsaw our

restaurant, saw many customers in there, saw that these clients spend a good time and just went to
our restaurant too to try our service as well. And after a while they come back again and | think it

can be connected theatmosphere, because thera gpecial atmosphere and mood in all good
restaurants so people just want to experiente iecome a part of trenvironmentl dondét t hi
that they dondét | i ke food and s eddifferentlysfroomot i m]
loyal customers, so they value less some elements.

Why |l oyal customers value AAdditional service:
APricedo, AWho other clients in the restaurant
restaurans' service elements less than foyal?

Maybe, because ndnyal clients need more stimuli in order to choose one particular restaurant
and not the c¢omp e t-lbyalelienisdo valeesmora suchahmgs. Wh8nho, non
customer is loyal, | thinkhe goes to the restaurant more for food, staff and atmosphere; things

like additional services and other clients are not so important for them.

Why women value AFriendly and Hel pful staffo
ASpeci ald dfifserosunas0 as a reason to come back

I have never noticed differences between women and men behavior. The only difference |
actually noticed is that in some cases women choose more with their eyes. | mean, when a
woman passes our restaurantl seea handsome waiter who is smiling to her she can actually
enter the restaurant and make an order. It is funny, but actually works in our practice a lot. May
be such women behavior can be linked to friendly and helpful staff. Nothing else | Ganlyem
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Why ol der respondents value AWho other client:
staffo and AEasy table reservation processo m

Ohhhé! ltds true. Older customers | ides. much m
Theyarealways moreretentionghen everybody else in the restaurant. And it actually can be

hard to satisfy them when it csowded They like to talk a lot, they like to feel comfortable and

they dondot | i ke thes uwanetr ftdrerfer eaeg et d wltes. olfn cus
reservations, but when it becomes cold we start to take reservations, and it is usually not

necessary, because there are always some free tables, but older clients like to call and make
reservations. Ihink they like to feel that we are waiting for them. And they do not like when it is

too much noise from children or studentBey become unhappy in such situations and can even

go away.

Why more frequent visitors eagaehifdlheary taman flae
visitors?

| 6ve already mentioned it earlier that our | o0
service than others do. And they get it automatically, without asking for it, so maybe this is a
reason that they vadufast service more.

The longer respondent is a client of some restaurant the higher he/she ranks importance of
ASpeci al of fers and discountso. How would you

We dondt practice discounts or msgséorcouraegulanf f er s
clients, for example we can add something momsoarethingspecial to their food in order to
make it tastier.

The higher respondents value ALocation of the
clients in the restaurantace. How woul d you comment this resu

| think that location is the most important attribute of the restaurant, unless you have something
really speci al i n it | agree with your resul:
there is a lot of snichildren in the restaurant and they scream and jumjpyesdocation and

other clients are connected.

The more i mportant price is for the responden:
order taking processo,s@GEafhaymadhte prcee yad, of
speedodo, and fASpecial offers, discounts etc. o0

comment this result?

This is true. | can tell you an example. Last summer Russian family had vocation in Visby and
ate in ourrestaurant. It waaninteresting experience for us. They had a lot of money so they
wanted everythinghe most expensive. They wanted the best food, faster service, special
treatment. So they behaved like kiragal they paidor it. And another exampléhere are also a
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lot of customers who just want everything as cheap as possible; when they see discounts they
buy. | noticed that these clients are ready to wait more, they are very calm. So | agree with your
findings, the more client pays the more he wdrdm the service, like Russians from my

example.
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