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Impact of electronic word-of-mouth communication
on building brand equity: an Indonesian perspective
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Satria Bangsawan

Faculty of Economics and Business
The University of Lampung,
Bandar Lampung, 35141, Indonesia
Email: dean@feb.unila.ac.id

Abstract: The objective of this study is to develop a model of electronic word
of mouth (eWOM) communication. We examine the effect of consumers’
restaurant experience (CREp) and country of origin (COO) on eWOM and the
effect that eWOM and COO have on brand equity. We survey 360 diners in
restaurants in Indonesia in which we get 323 usable responses and analyse the
data with Tobit regressions. We find that CREp and COO have a significantly
positive effect on eWOM and eWOM and COO have a significantly positive
effect on brand equity.

Keywords: CREp; consumers’ restaurant experience; COO; country of origin;
eWOM,; electronic word of mouth; brand equity.

Reference to this paper should be made as follows: Mahrinasari, M.S.,
Marquette, C. and Bangsawan, S. (2017) ‘Impact of electronic word-of-mouth
communication on building brand equity: an Indonesian perspective’, J. Global
Business Advancement, Vol. 10, No. 5, pp.527-545.
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1 Introduction

Recent advancement of internet technology has created different avenues for information
dissemination that can affect sentiment about a firm and its products/services.
Information that is spread by consumers through electronic communication media is
termed electronic word of mouth (eWOM). eWOM has a powerful impact on customers’
action (Litvin et al., 2008). Customers can publish their thoughts, opinions, and feelings
about products and services online either by emailing or by writing on blogs (Schindler
and Bickart, 2005). eWOM spreads more widely and rapidly than traditional WOM
owing to eWOM’s unique characteristics. eWOM can be directed at multiple individuals,
can be anonymous and is available at all times (Litvin et al., 2008). Consequently,
eWOM can have a significant impact on building the marketing performance of a
company, such as strengthening its brand equity.

Electronic WOM has been implemented more frequently than traditional WOM
recently because of its greater accessibility to the consumer and its ability to reach a
larger number of consumers (Chatterjee, 2001). It has become increasingly common for
consumers to look for online product reviews when deciding on a purchase (Adjei et al.,
2009; Zhu and Zhang, 2010). These reviews can form purchase intentions in the
consumer (Zhang and Tran, 2009).

eWOM is considered to be able to build strong brand equity (Murtiasih et al., 2014)
as well, which can increase customers’ trust in the product and influence the company’s
future profits (Yoo and Donthu, 2001). Murtiasih et al. (2013) also show that country of
origin (COO) can affect eWOM, i.e., a consumer will recommend products from
countries that he or she considers to have high-quality products in general.

These findings indicate that identifying sources of positive eWOM can be beneficial
to commercial firms. However, research on eWOM is still limited. Jeong and Jang (2011)
state that the impact of eWOM in hospitality-related industries, especially the restaurant
segment, has yet to be studied extensively.
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This study investigates eWOM in the restaurant industry in Indonesia. Its first
objective is to investigate the effect of customers’ experience and COO on eWOM.
It also examines which restaurant experiences can induce customers to engage in positive
eWOM and if eWOM builds brand equity. Lastly, it determines if COO has a positive
direct effect on brand equity and/or an indirect effect on such through eWOM.

2 Literature review

2.1 Word of mouth (WOM)

Harrison-Walker (2001) defines WOM as “informal, person to person communication
between a perceived noncommercial communicator and a receiver regarding a brand,
a product, an organisation, or a service”. Hawkins et al. (2004) define WOM
as a process that allows consumers to share information and opinions about a specific
product, brand or service in order to direct buyers toward or away from the product,
brand or service.

WOM is an effective means of disseminating an opinion because it is usually given
face-to-face in the conversation between people who are familiar with each other and
share some credibility as acquaintances or friends. Body language and voice intonation
can also reinforce the message. Jeong and Jang (2011) give an example for that situation,
a tongue sticking out in disgust for a negative review or eyes rolled heavenward for a
positive one will be better remembered than words alone (Mazzarol and Sweeney, 2007).
Therefore, there are two kinds of eWOM emerging, concerning for other consumers and
the desire to express positive feelings or self-enhancement, that are the main reasons
people engage in eWOM communication. While the negative eWOM articulation on
various websites will also emerge if they get something wrong in the products or
services.

Zeithaml et al. (1996) proposes a model of the behavioural consequences of service
quality and suggested that perceived service quality was related to positive behavioural
intentions including WOM, purchase intentions, complaining behaviour, and price
sensitivity. Alexandris et al. (2002) investigates the degree to which behavioural
intentions can be explained by the dimensions of service quality. They used four
behavioural intention criteria proposed by Zeithaml et al. (1996) to measure behavioural
intentions and the five dimensions of SERVQUAL to measure perceived service quality.
Their results indicate that the service quality dimensions explained 93% of the variance
in WOM. Harrison-Walker (2001) also investigates service quality as an antecedent of
WOM communication and found partial support for the level of perceived service quality
positively affecting the favourableness of an individual’s WOM communication. These
studies’ findings support the idea that service quality is a reasonable antecedent of WOM
communication. Due to the conceptual similarity between WOM and eWOM, utilising
service quality as an antecedent of eWOM communication is also deemed reasonable.

Therefore, there should be a reasonable causal effect between the dining experience
and eWOM motivation. Among the nine eWOM motives identified in the literature
review, social benefits, economic incentives, and self- enhancement could be generated
regardless of consumers’ dining experiences. For example, consumers who want to
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receive economic incentives such as free entrée coupons may write a positive review
regardless of their actual dining experience. Tercia and Teichert (2016) find that German
consumers view such incentives unfavourably but Indonesian consumers have a positive
opinion of them. Consumers who desire social benefits from posting restaurant reviews
online consider their dining experience as a communication tool that involves a virtual
society; hence, the motivation might not necessarily be triggered by the consumer’s
actual dining experience.

Motivations for writing online restaurant reviews can also be affected by the
characteristics of the experience. It is logical that consumers’ positive or pleasant
restaurant experiences may trigger positive, rather than negative eWOM. Restaurant
consumers who had an unpleasant dining experience would be unlikely to conduct
positive eWOM. Consequently, positive eWOM could play an important role in
increasing consumers’ purchase intentions, creating a favourable image of the company
and its brand value, and reducing promotional expenditures.

Previous studies reveal three positive eWOM dimensions that may be triggered by a
positive restaurant experiences. These are concern for other consumers, desire to
express positive feelings, and helping the company. Concern for others, according to
Hennig-Thurau et al. (2004), is closely related to the concept of altruism. Preventing
others from purchasing a bad product or service would be altruistic. ‘Concern for others’
is a very important factor in the restaurant industry because the intangibility of restaurant
products leads consumers to rely on eWOM. In eWOM communication among restaurant
consumers, consumers may initiate eWOM because of their genuine desire to help other
restaurant consumers by sharing positive consumer experiences (Engel et al., 1969).

Expressing positive feelings is triggered by a positive consumption experience
(Sundaram et al., 1998). The consumer’s positive restaurant experience contributes to a
psychological tension inside the consumers itself because they have a strong desire to
share the joy of the experience with other people. This tension can be released by
articulating a positive dining experience online (Dichter, 1966; Hennig-Thurau et al.,
2004).

Helping the company is similar to the concern for others factor eWOM: altruism or a
genuine desire to help others. The only difference between helping the company and
concern for others is whom being helped. Restaurant consumers may be motivated to
engage in eWOM to “give the company something in return” for their positive dining
experience (Hennig-Thurau et al., 2004).

2.2 Electronic word of mouth (eWOM)

The definition of eWOM comes from the definition of WOM as a traditional term. Arndt
(1967) defines WOM as face-to-face communication about products or companies
between people who were not commercial entities.

eWOM has emerged as a result of the development of internet technologies.
Litvin et al. (2008) defines eWOM from the traditional concept of WOM as: “all informal
communications directed at consumers through internet-based technology related to the
usage or characteristics of particular goods and services”. Hennig-Thurau et al. (2004)
define eWOM as “any positive or negative statement made by potential, actual, or former
customers about a product or company which is made available to the multitude of the
people and institutes via the internet”. The difference between WOM and eWOM is the
media used. WOM is typically face-to-face and eWOM is online.
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eWOM means that it can reach millions of people, will exist for a long period of time
and can be found by virtually anyone interested in the particular products, services or
companies. Furthermore, because the distinctive characteristics of eWOM allow web
users to develop virtual relationships and communities, united groupings of critics are
able to exert power over a company. On the other hand, if the eWOM information is
posted anonymously online, traditional WOM communication becomes more credible.

2.3 Consumers’ restaurant experience (CREp)

Jeong and Jang (2011) state that experience is a general concept, including knowledge of
our observation of objects or events through involvement in or exposure to them.
Similarly, consumers’ restaurant experiences are comprised of the knowledge or
observation of restaurant attributes gained through the course of a dining experience.
Consumers’ positive and negative restaurant experiences are designated by their
subjective judgement of the current experience and previous experiences.

Previous research has revealed three commonly accepted categories for measuring
consumers’ restaurant experience: food quality, service quality, and atmosphere (Ha and
Jang, 2010; Jang and Namkung, 2009). Food quality is a major factor in customer
satisfaction and post-dining behavioural intentions, such as WOM or eWOM (Liu and
Jang, 2009; Namkung and Jang, 2007; Pettijohn et al., 1997; Qu, 1997; Qin and
Prybutok, 2008).

Researchers measure food quality by the attributes of the food. Qin and Prybutok
(2008) use cleanliness, healthy options, freshness and variety as measures of food
quality in fast-food restaurants. Kim et al. (2009) measure food quality by freshness,
taste, and presentation. Namkung and Jang (2007) measure food quality using
presentation, menu variety, healthy options, taste, freshness, and temperature as
attributes. The study finds that presentation, taste, and temperature are significantly
related to customer satisfaction. In a study on Chinese restaurants, Liu and Jang (2009)
reach similar conclusions.

The impact of restaurant service quality on customer satisfaction and behavioural
intentions such eWOM has been demonstrated by several studies (Kim et al., 2009;
Ladhari et al., 2008; Liu and Jang, 2009; Yuksel and Yuksel, 2003). To measure
perceived service quality, Parasuraman et al. (1988) develop the SERVQUAL model.
Based on SERVQUAL, the DINESERYV technique was developed to measure perceived
service quality in restaurants (Stevens et al., 1995). DINESERV consists of five
dimensions—reliability, assurance, responsiveness, tangibles, and empathy as measured by
29 items. Relying on the DINSERV model, Ladhari et al. (2008) find that perceived
service quality affects customers’ satisfaction in terms of both positive and negative
emotions and also influences their post-dining behaviours, such as eWOM. Liu and Jang
(2009) employs the DINSERYV items to measure restaurant service quality and finds that
the service attributes for dependent and consistent service and friendly and helpful
employees are significantly related to customer satisfaction.

The atmosphere has also been shown to be a powerful factor in customer satisfaction
and trigger eWOM. Atmosphere generates an image of the surrounding space in
customers’ minds, and the customers’ perceived value of the space modifies their
affective state (Kotler, 1973). This impact may change or influence the consumer’s
buying behaviour.
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Liu and Jang (2009) find that perceived fairness of price is positively
related to customer satisfaction and loyalty, whereas perceived unfairness of price may
lead to negative behavioural responses, including dissatisfaction and negative eWOM.
Kim et al. (2009) reveal the importance of price factors in a study of a university dining
facility.

2.4 Country of origin (COO)

Johansson et al. (1985) and Ozsomer et al. (1991) define COO as the country where the
corporate headquarters of the company marketing the product or brand is located.
Country of origin is inherent in certain brands. IBM and Sony, for example, imply US
and Japanese origins, respectively.

A host of studies (Samiee, 1994; Bilkey and Nes, 1982; Cattin et al., 1982; Han and
Terpstra, 1988; Lee and Schaninger, 1996; Papadopoulos, 1993; and White, 1979) define
the product’s COO as “the country of manufacture or assembly”. Samiee (1994) states
that “country of manufacture pertains to firms that maintain a relatively large global
network of operations or do business with a variety of suppliers, e.g., contract
manufacturing”. Bannister and Saunders (1978), Chasin and Jaffe (1979) and Nagashima
(1970, 1977) use the term “made in——" to define the COO of the product.

Schooler (1965) suggests that the COO of a product can have an effect on a
consumer’s opinion of the product. Koubaa (2008) finds that COO affects brand
perception in Japanese consumers in the electronics market. Reierson (1966) finds that
American students stereotyped foreign products. Reierson (1967) concludes that if the
“prejudice of consumers toward a nation’s product is not too intense, consumers’ attitude
may be made significantly more favourable by even slight exposure to communication
and promotional devices”. Thanasuta et al. (2009) find that Thai consumers are willing to
pay a premium for German cars.

2.5 Brand equity

Keller (1998) defines brand equity as the value added to a brand or endowed to a product
that is created in the minds of consumers in response to past investments in the marketing
of the brand. Customer-based brand equity is generated when the customer is aware of a
brand, perceives the overall quality of that brand to be superior to alternative products,
and associates favourable attributes with the brand (Aaker, 1991). Aaker (1991) states
that brand equity arises from customer brand-name awareness, loyalty, perceived quality
and favourable brand symbolisms. The study indicates brand equity provides a
competitive advantage which leads to greater future profitability. The equity that a strong
brand possesses can give a company a loyal consumer base that brings substantial returns
to the firm.

Kim (1990) suggests a brand is the totality of thoughts, feelings, sensations and
associations it evokes. A brand is said to have equity if it has the ability to influence the
behaviour of those who behold it and positively affect purchase behaviour.

Brand equity has four dimensions — brand awareness, associations, perceived quality,
and loyalty. Past research has shown that brand awareness is a dominant factor in
consumer choice (e.g., Cobb-Walgren et al., 1995; D’Souza and Rao, 1995; Reynolds and
Olson, 1995). A higher the level of awareness in a brand is likely to increase the
probability of the brand being considered in purchase decisions. Raising the level of
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awareness increases the likelihood that the brand will be in the consideration set
(Nedungadi, 1990).

2.6 Hypotheses

2.6.1 The effect of consumers’ restaurant experience on eWOM

Consumption experiences are powerful sources of human motivation (Westbrook, 1987)
that determine the nature of post-consumption behaviours, such as eWOM
communication. Sundaram et al. (1998) state “it is reasonable to consider that
consumption experience and motivation are closely related in the process of WOM
transmission”. We assume that motivations for eWOM are similar to those found for
WOM due to their conceptual closeness.

Expressing positive feelings is triggered by a positive consumption experience
(Sundaram et al., 1998). The consumer’s positive restaurant experience contributes to a
psychological tension because they have a desire to share the joy of the experience with
other people. This tension can be released by articulating a positive dining experience
online (Dichter, 1966; Hennig-Thurau et al., 2004).

Our first hypothesis is as follows:

HI: Positive consumer restaurant experience has a positive effect on generating
eWOM.

2.6.2 The effect of eWOM on brand equity

Many researchers have focused extensively on the role of WOM in marketing topics,
such as WOM as an important factor in consumer information searching, evaluation, and
buying processes (Webster, 1991); WOM influences consumer attitudes toward a
firm/product (Xia and Bechwati, 2008; Soderlund and Rosengren, 2007; Sen and Lerman,
2007; Kiecker and Cowles, 2001; Herr et al., 1991); WOM could persuade consumers to
switch brands (Herr et al., 1991); and WOM influences expectations and perceptions
during the information search phase and influences behaviour during the evaluation and
pre-selection of various service providers (Woodside and Trappey, 1992). However,
to date, research on the role of WOM or eWOM on brand equity is limited (Murtiasih
et al., 2013). eWOM has the potential to drive brand equity. Past research (Danaher and
Rust, 1996; Fullerton and Taylor, 2002; Sweeney and Soutar, 2001) shows that perceived
service quality and perceived service value are positively related to WOM or eWOM
transmission. Gil-Or (2010) shows that WOM can affect the formation of brand equity;
Macdonald and Sharp (2000) considers the influence of WOM on Brand Association,
which is one dimension of brand equity (Murtiasih et al., 2013).
This leads to our second hypothesis:

H2: Positive eWOM has a positive effect on brand equity

2.6.3 The effect of COO on eWOM and brand equity

Consumers are known to develop stereotypical beliefs about products from particular
countries. This COO image has the power to influence consumers’ beliefs about product
attributes based on which country they originate (Srikatanyoo and Gnoth, 2002). The
COO image is defined in some studies as consumers’ general perceptions about the
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quality of products made in a particular country (Han and Terpstra, 1988; Parameswaran
and Yaprak, 1987). In other studies, it is viewed as the “defined beliefs about a country’s
industrialisation and national quality standard” (Srikatanyoo and Gnoth, 2002).

The COO of a product may become a factor for an individual in referring products or
services (WOM). When a consumer is planning to buy a car, for example, relatives or
friends may refer to certain brands because of their perceived quality of goods from that
brand’s COO.

Previous research suggests a product’s COO is an important factor in consumer
decision-making (Khachaturian and Morganosky, 1990; Knight, 1999; Piron, 2000). It
acts as a salient attribute in consumer product evaluation (Johansson, 1989), stimulates
consumers’ interest in the product (Hong and Wyer, 1989), affects behavioural intentions
through social norms (Fishbein and Ajzen, 1975) and influences buyer behaviour through
effective processes as in the case of consumers’ patriotic feelings about their own country
(Han and Terpstra, 1988). Therefore, COO can influence preference, purchase intention
of a particular brand and have a positive effect on the brand’s equity.

Because of these effects we propose these three hypotheses:

H3: COO has a positive effect on eWOM.
H4: COO has a direct positive effect on brand equity
H5: COO has an indirect positive effect on brand equity through its effect on eWOM.

3 Methodology

3.1 Measurement

We develop a survey questionnaire that is based on questionnaires used in previous
studies and administer it to 360 diners in either electronic or print format and get 323
useful responses. The questionnaire consists of three parts. The first section asks for
general information about the respondent to be used for screening. The second section
has statements regarding eWOM, COO and brand equity with which the respondents can
agree or disagree on a one to seven scale. The third section has questions regarding the
demographics of the respondent. The first section contains questions about respondents’
internet usage, including familiarity and frequency. It also has questions about whether
the respondent had dined at any restaurants within the last 6 months and expressed their
restaurant experience online. Respondents are also asked to recall their experience at a
particular restaurant that they have dined at and have expressed eWOM about and to rate
their level of agreement with each statement.

We use the methodology of previous studies (Jang and Namkung, 2009; Namkung
and Jang, 2007; Stevens et al., 1995; Jeong and Jang, 2011), to determine a numerical
representation of each respondents’ overall dining experience. This taxonomy uses nine
statements regarding a dining experience including food quality, service quality and
atmosphere attributes. Respondents are asked to state their agreement with each statement
on a seven-point Likert scale where the response one represents “very strongly disagree”
and seven is for “very strongly agree”. Respondents were asked to rate their level of
agreement on the importance of articulating positive eWOM regarding their restaurant
experience. The eWOM section of the survey has two items for each of the three motives
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found to trigger positive eWOM in previous studies (Hennig-Thurau et al., 2004; Jeong
and Jang, 2011).

The measurement of brand equity applies the methodology developed in Yoo and
Donthu (2001) and used in Chang and Liu (2009) and Lai et al. (2010). The methodology
uses three questions in four dimensions of brand equity. The four dimensions are brand
awareness, brand association, brand perceived quality and brand loyalty.

We base the statements about COO on Wang and Yang (2008) and Mutiasih et al.
(2014). The survey includes statements regarding the respondents’ perception of the
technology, innovation, prestige and quality of goods and services of the COO of the
restaurant.

The last section of the questionnaire gathered respondents’ demographic information.
The section includes questions about each respondent’s age, gender, education,
occupation, and household income. We collected data from respondents in diverse
locations. We devised two levels of COO of the respondents, Indonesian and foreign.
There are 323 responses that fulfil the requirements of the sample out of the 360 surveys
distributed.

We analyse the data using SAS Studio University Edition. We compile composite
CREp, eWOM, COO and brand equity scores by taking the mean of the scores of the
individual statements for each respondent. We do Tobit analysis with the dependent
variable censored at lower and upper bounds of one and seven respectively to determine
if the variables have the hypothesised explanatory power.

4 Results

4.1 Survey responses

The responses to the survey are summarised in Table 1. The questions for each section
are listed below the table for that section. Table 1(a) summarises the responses to
questions relating the CREp, Table 1(b) has the eWOM data, Table 1(c) is for the COO
data and Table 1(d) has the information for brand equity.

In Table 1(a), we see that very few respondents strongly disagreed or disagreed with
any of the statements and most respondents agreed or strongly agreed with the
statements. This observation indicates that respondent was overall satisfied with their
dining experience. This pattern of general agreement is also evident in Table 1(b)—(d),
which is about eWOM, COO and brand equity.

4.2 Univariate statistics

Table 2 shows the univariate statistics for the survey response composite scores. The
mean for each composite score is listed along with statistics regarding a test of
significance of the mean’s difference from four. We test for significance of difference
from four because that is the number that corresponds to ‘neutral’. A mean significantly
higher than four indicates general overall agreement with the underlying statements and
one significantly less than four indicates general disagreement with the underlying
statements.

All composite scores had a mean significantly greater than four at the 1% level.
This indicates that the diners had an overall good restaurant experience and had a positive
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image of the COO and brand equity. This is to be expected because of self-selection bias
of the individual consumers. Diners are more likely to actually go to a restaurant in which
they have an a priori positive brand and COO image and thus be more likely to have a
good experience. The results on the eWOM composite indicate that the respondents have
a general affinity to help other consumers and the restaurants where they had a good
experience.

4.3 CREp and eWOM

Table 3 shows the results of the Tobit regressions testing the five individual hypotheses
proposed. A Tobit model is chosen due to the categorical, bounded nature of the variables
that would cause inconsistency in regression coefficients in an ordinary least squares
model. The Tobit regressions are run using the QLIM procedure in SAS Studio
University Edition with the dependent variable in each regression censored at a lower
bound and upper bound of one and seven respectively.

Table 1(a) The distribution of responses to the indicated questions of the 323 people who
responded to the questionnaire regarding their Customer Restaurant Experience
(CREp). Survey respondents rated their agreement with each statement on a scale of 1
to 7 with 1 being “very strongly disagree” and 5 being “very strongly agree”.
Questions are listed below the table

Percent of diners who responded

Very Very
strongly  Strongly Strongly  strongly
Question disagree  disagree  Disagree  Neutral Agree agree agree
number (%) (%) (%) (%) (%) (%) (%)
1 0.93 0.93 1.55 17.34 43.03 22.29 13.93
2 0.93 1.55 0.93 16.10 38.08 33.44 8.98
3 0.62 1.55 3.10 20.43 43.65 24.46 6.19
4 1.24 0.00 1.86 20.74 43.65 24.15 8.36
5 1.24 0.31 5.57 26.32 37.15 23.53 5.88
6 0.93 0.31 3.72 18.27 40.87 26.63 9.29
7 0.31 0.93 1.55 19.81 38.39 27.55 11.46
8 0.31 1.24 3.72 19.50 39.63 21.98 13.62
9 0.00 0.62 3.72 16.41 34.06 34.37 10.84
Questions:

1. The restaurant served tasty food

. The food presentation was visually attractive

. The food was served at the appropriate temperature

. The restaurant servers provided attentive services

. The restaurant is dependable and consistent

. The restaurant had friendly and helpful employees

. The restaurant employees were neat and well dressed
. The restaurant dining areas were thoroughly clean
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. The interior design of the restaurant was visually appealing.
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Table 1(b) The distribution of responses to the indicated questions of the 323 people who
responded to the questionnaire regarding Electronic Word of Mouth (eWOM). Survey
respondents rated their agreement with each statement on a scale of 1 to 7 with 1
being “very strongly disagree” and 5 being “very strongly agree”. Questions are listed

below the table

Percent of diners who responded

Very Strongly Strongly Very
Question strongly disagree  Disagree  Neutral — Agree agree strongly
number disagree (%) (%) (%) (%) (%) (%) agree (%)
1 2.17 0.62 4.02 21.36 41.18 25.39 5.26
2 1.24 1.55 1.86 21.98 38.08 27.86 7.43
3 0.62 0.93 1.55 20.12 46.13 2291 7.74
4 0.00 1.86 2.79 19.50 40.87 25.39 9.60
5 1.24 0.93 248 19.20 38.39 30.03 7.74
6 1.24 0.93 2.17 12.69 37.77 32.82 12.38

1. I want to help others with my own positive restaurant experience

2. I want to give others the opportunity to have a good restaurant experience
3. This way I can express my joy about a good restaurant experience

4.1 feel good when I can tell others about my great restaurant experience

5. T am so satisfied with the restaurant experience that I want to help the restaurant to be
successful

6. In my opinion, good restaurants should be supported.

Table 1(c) The distribution of responses to the indicated questions of the 323 people who

responded to the questionnaire regarding Electronic Word of Mouth (eWO

M). Survey

respondents rated their agreement with each statement on a scale of 1 to 7 with

1 being “very strongly disagree” and 5 being “very strongly agree”. Questions are
listed below the table
Percent of diners who responded
Very Strongly Strongly Very
Question strongly disagree  Disagree  Neutral — Agree agree strongly
number  disagree (%) (%) (%) (%) (%) (%) agree (%)
1 0.31 1.55 5.57 21.05 42.72 19.20 9.60
2 0.31 0.62 3.41 20.12 44.89 20.43 10.22
3 0.00 0.31 3.72 15.48 46.13 25.39 8.98
4 0.00 0.93 3.41 15.79 45.82 25.70 8.36
5 0.93 0.93 6.50 20.74 46.75 20.12 4.02

1. T visit and use Foreign Restaurant because origin country providing foreign restaurant
is innovative

2. I visit and use Foreign Restaurant because origin country providing foreign restaurant
has high technology

3. I visit and use Foreign Restaurant because Foreign Restaurant’s interior design is
interesting

4.1 visit and use Foreign Restaurant because origin country providing foreign restaurant
offer and maintain high-quality level

5. I visit and use Foreign Restaurant because origin country providing foreign restaurant
has a prestige as a developed country.



538 M.S. Mahrinasari et al.

Table 1(d) The distribution of responses to the indicated questions of the 323 people who
responded to the questionnaire regarding Electronic Word of Mouth (eWOM). Survey
respondents rated their agreement with each statement on a scale of 1 to 7 with 1
being “very strongly disagree” and 5 being “very strongly agree”. Questions are listed
below the table

Percent of diners who responded

Very Very
strongly  Strongly Strongly  strongly

Question disagree  disagree  Disagree = Neutral Agree agree agree
number (%) (%) (%) (%) (%) (%) (%)
1 0.00 0.00 1.24 12.69 42.72 37.15 6.19
2 0.00 0.31 0.93 10.53 49.23 30.96 8.05
3 0.31 0.62 2.17 11.15 42.41 33.13 10.22
4 0.00 0.93 248 14.24 39.94 30.65 11.76
5 1.55 15.48 40.25 17.34 16.41 6.81 2.17
6 0.62 0.62 1.55 19.50 38.70 31.89 7.12
7 0.62 0.00 3.10 29.63 39.01 27.86 2.79
8 0.62 0.62 341 23.53 35.60 32.51 3.72
9 0.62 0.62 4.64 19.81 38.70 30.96 4.64
10 0.00 2.17 4.95 19.81 38.39 27.24 7.43
11 0.00 1.24 4.66 23.91 43.48 17.70 9.01
12 0.93 0.31 6.50 26.01 3591 22.29 8.05

1. I can recognise this brand of the Restaurant’s products or services among competitive
brands

2. I am aware of brand of the Restaurant’s products or services

3. Brand of the Restaurant’s products or services is a comparatively recallable brand
to me

4.1 can quickly recall the symbol or logo of the Restaurant company

5. I have difficulty in imagining the brand of the Restaurant’s products or services in my
mind

6. The brand of the Restaurant’s products or services is of high quality

7. The probability that the brand of the Restaurant’s products or services would work
well is very high

8. The likely quality of the brand of the Restaurant’s products or services is extremely
high

9. The brand of the Restaurant’s products or services appears to be in very good quality
10. I consider myself to be loyal to the brand of the Restaurant’s products or services
11. The brand of the Restaurant’s products or services would be my first choice at all
12. I will recommend the brand of the Restaurant’s products or services to others.

Table 3 shows the variable coefficient(s), constant, number of observations n, standard
error of the regression o, and statistics testing the significance of the coefficients and the
model. The table has one column for each of the five regressions with the dependent
variable listed at the top of each column. Regressor variables are listed in the table rows
and a coefficient value is placed in the column of that row for the regressions that include
that variable. p-values are in parentheses below each coefficient estimate and significance
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at the one, five or 10% level is indicated by a superscript of a, b or ¢ to the right of the
coefficient estimate.

The first regression was of eWOM on CREp. The coefficient is positive and
significant at the 1% level. The model is significant at the 1% level under both the Wald
and Likelihood Ratio test. These results indicate that CREp has a positive impact on
eWOM.

Table 2 Univariate statistics

Variable Mean n t

Consumer restaurant experience 5.156 323 25.00a
(0.000)

Electronic word of mouth 5.123 323 22.74a
(0.000)

Country of origin image 5.071 323 28.04a
(0.000)

Brand equity 5.028 323 28.41a
(0.000)

Table shows mean response and significance of the difference between the means and

4 (neutral). Survey respondents rated their agreement with each statement on a scale of

1 to 7 with 1 being “Strongly disagree” and 7 being “Strongly agree”. ¢ value is for a test
of significant difference from 4 with p-values are in parentheses. # is the number of
observations. «, b and ¢ denote significance at the 1, 5 and 10% levels, respectively.

Table 3 Tobit regressions

Dependent variable

Electronic Electronic
Explanatory variable word of mouth word of mouth Brand equity Brand equity Brand equity
Constant 0.839 2.283 2.262 2.726 1.571
Consumer restaurant 0.832°
experience (0.000)
Electronic word of 0.540° 0.476
mouth (0.000) (0.000)
Country of origin 0.562° 0.454* 0.201°
image (0.000) (0.000) (0.000)
n 323 323 323 323 323
o 0.583 0.825 0.439 0.570 0.421
Wald 444.54° 68.91° 383.25° 96.23% 445.93°
(0.000) (0.000) (0.000) (0.000) (0.000)
Likelihood ratio y* 282.49° 63.35° 252.69* 84.23% 280.15°
(0.000) (0.000) (0.000) (0.000) (0.000)

The table shows Tobit regressions of the different dependent variables on the explanatory
variables. Dependent variables were censored at a lower and upper bound of one and
seven respectively in each case. The results are the coefficients on the regressor variables.
n is the number of observations, o is the standard error of the regression and the Wald and
Likelihood Ratio )(z’s are test statistics of model significance. p-values are in parentheses
below each coefficient. a, b and c indicate significance at the 1%, 5% and 10% levels,
respectively.
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4.4 COO and eWOM

The second regression shows the impact of COO on eWOM. The coefficient on COO is
positive and significant at the 1% level. The model is also significant at the 1% level.
These results support the hypothesis that COO has a positive effect on eWOM.

4.5 eWOM, COO and brand equity

We run three regressions with brand equity as the dependent variable to find the totality
of the effect of the dependent variables. We run a Tobit model of brand equity on
eWOM alone, on COO alone and on both eWOM and COO with the dependent variable
censored at a lower and upper bound of one and seven in each. The first regression tells
us if eWOM has an effect on brand equity, the second one tells us if COO has an effect
on brand equity either directly or indirectly through eWOM or both. The third regression
clarifies the situation of the effect of COO on eWOM.

In the first regression, the coefficient on eWOM is positive and significant at the 1%
level and the model is significant at the 1% level. This result indicates that eWOM affects
brand equity in a positive way. The significantly positive coefficient on COO and the
significant model shows that COO positively affects brand equity either directly or
indirectly.

When we run the model on both eWOM and COO we see that the model is significant
and the coefficients on both eWOM and COO are significantly positive at the 1% level.
This result indicates COO affects brand equity directly as well as any indirect effect it
may have through its effect on eWOM.

5 Discussion, conclusions and managerial implications

eWOM communication has been increasingly common recently as more consumers are
using internet technologies to gather pre-purchase information. If consumers are satisfied
or disappointed with the services or products they purchase, they can immediately spread
that information on social media sites such as Twitter or Facebook and potentially affect
the purchase decisions of other members of the social media site in which they post.
Previous research has found that negative online product reviews can have a detrimental
effect on consumer-based brand.

This study finds that consumers’ restaurant experience (CREp) has a positive effect
on triggering eWOM communication in a study of 323 Indonesian diners. It also finds
that eWOM has a positive effect on brand equity. These results indicate that a positive
eWOM can increase profitability for firms by improving the firm’s image through
eWOM. This improved image can potentially increase cash inflows by encouraging more
people to purchase the firm’s products or services. It can also possibly reduce the cash
outflows of the firm by reducing the need for expenditures on marketing.

The study finds the COO image affects eWOM as well as brand equity directly and
indirectly through its effect on eWOM. This result indicates that firms can potentially
increase their brand equity by emphasising their COO if they are from a country that has
positive COO and de-emphasising their COO if they are from a country with a poor
COO.
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These results lead to several important managerial implications that are left to future
research. The first implication is what are the determinants of eWOM and how can
management teams influence customers to give positive eWOM. A second implication is
what the optimal level of expenditure is on customer restaurant experience to maximise
long-term profitability. A better CREp has been shown to improve brand equity and thus
potentially improve net cash flows, but it has not been determined how much expenditure
is needed to improve CREp.
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