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ABSTRACT

Taking Lushan Hot Springs Recreational Area asxamw®le, this research explores the relationship
between hot springs hotels’ service quality, custosatisfaction, customer loyalty and lifestyles&arch
outcomes indicate that hot springs hotel operatoeed to enhance customer satisfaction in order to
improve customer loyalty directly or enhance servguality in order to improve customer loyalty
indirectly to enhance profitability and sustain ogions. Because customers of different lifestyiéfer
in every dimension, hot springs hotel operators c@gment the market via lifestyle variables and
undertake different strategies in response to #m@ise quality and customer satisfaction factortued
by the target market segment in order to attain gloal of enhancing customer loyalty and corporate
profitability.
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INTRODUCTION

As a result of an enhanced standard of living, feeopTaiwan have begun to appreciate the value of
recreational activities, which boosts the developinad the recreational service industry and hasemad
Taiwan one of the leading service countries. In52aBe production value of Taiwan’s service indystr
reached US$ 231 billion, or 73% of GDP. The figigdigher than that of Singapore (63%) and South
Korea (55%). In 2008, the production value of Tailgaservice industry is expected to reach US$288
billion, or 74% of GDP (Economic Development Comsias, 2006). Since 1999, which was named
“Taiwan Hot Springs Tourism Year,” the hot sprirtggth, which incorporates the benefits of recreation
and healthcare, has become the a vital part oktiiee tourism industry in Taiwan. What hot springs
hotel managers must do to win consumers’ attentionhe heated marketing race has become an
important issue.

When investing in the hot springs industry, enisgs have often neglected to consider the diffeenc
among consumers in terms of their psychologicakattaristics and behavioral preferences, with the
result that many hot springs hotels of similar duadre highly redundant and forgettable. This gtud
attempts to determine whether lifestyle fits théerof a market segment variable and helps ent&gpris
determine the needs, preferences and consumpti@vibes of different customer groups by understagdi
their vacation lifestyles. Based on the findinggeeprises may plan recreational environmentstibtter
meet their customers’ demands so customers’ tragéikfaction and willingness to revisit will be
enhanced, and development of local tourism wilfusthered as the content and quality of visits ioer.

Thus, this study will attempt to incorporate seeviguality, customer satisfaction and customer
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loyalty into an integrated model and explore theiationships, and to understand the role of Mesas it
relates to the three factors. The study may sesva eeference for hot springs hotels for design and
implementation of customer relationship strategies.

LITERATURE REVIEW

Service Quality

Parasuraman, Zeithaml and Berry (1985) developedP#B Model to measure consumer perceptions
of service quality. Parasuraman et al. (1988) fodld up with research on the extended model foricerv
quality and developed the Multiple-Item Scale foedduring Consumer Perceptions of Service Quality
(SERVQUAL), in which the measuring dimensions fervsce quality were classified into five principle
dimensions, including Reliability, Responsivene8ssurance and Empathy. Dabholkar et al. (1996)
developed a set of service quality scales exclusiv¢he retail trade, the Retailing Service QyaSicale
(RSQS), with five dimensions of service quality:yBical Aspect, Reliability, Personal Interaction,
Problem Solving, and Policy.

The current research defines service quality assémeice effect which is actually perceptible by
consumers. Upon comparing all three kinds of sergjoality measuring scales, the RSQS scale was
determined to be the best choice with which to memthe relative service quality because its rditgb
and validity are superior to the SERVQUAL scalenis in the questionnaires were modified in keeping
with cultural differences.

Customer Satisfaction

Czepiel et al. (1974) suggested that customerfaetiien level is an integrated assessment response
which represents the summation of customers’ stilsgcesponses to different attributes of a product
thus, Integrated Product Satisfaction Level hasoimec an item for measuring customer satisfaction.
Handy and Pfaff (1975) disagreed with the idea thatbest method of measuring customer satisfaction
level would be evaluating a product’s overall, greged satisfaction level and thought that usinmg knd
of evaluation method to ask customers to make a@kquésponse while they are facing complex
circumstances would result in the loss of relevimfibormation. Therefore, many scholars have also
measured the customer satisfaction level on edcibide of a product, in addition to the integrated
satisfaction level.

The current research defines customer satisfaetiotiie perceived value acquired by a consumer in
purchasing a particular product, as well as thisfsation level with service during the trading pess. In
addition, using multiple items to measure custosatisfaction will ensure more precise analysisltesu
with which to judge customer satisfaction item kgm, thus facilitating the industry’s ability to
determine a strategy for improving customer setvideus, this research will utilize multiple items i
measuring customer satisfaction levels.

Customer Loyalty

Jones and Sasser (1995) classified customer loyatity three parts: Re-buy intention, Primary
behavior and Secondary-level behavior. Re-buy tidanrefers to a customer’s intention for future
product-purchasing or service, primary behavior msethe practical re-visiting behavior of a customer
and secondary-level behavior refers to whether ssocter will recommend the product or service to
others and facilitates customer loyalty by meansushan relationships.
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The current research defines customer loyalty asb#havior or tendency of a customer toward a
particular product and service and has definedethaiables with which to measure customer loyalty:
re-buy intention, cross-purchase and recommendatioothers. In addition, because nearly every hot
springs hotel operator in Taiwan is trying to attraonsumers with promotion activities, the current
research would take “feeling unconcerned at alhwiher hotel operators’ promotion activities” rakesl
by Griffin (1995) as the forth variables for medsgrcustomer loyalty.

Lifestyle

According to Reynold and Darden (1974), lifesty@erieasured mainly by three dimensions: Activity
(A), Interest (1), and Opinion (O), the so-calledQAscale. Plumer (1974) added population statistic
variables into lifestyle to make four dimension&nsZ(1998) developed lifestyle variables, which énav
also been utilized widely, to perform market segrmagon of resort hotel consumers in order to sttty
consumers’ behavior in selecting their hotels.

The current research is focused primarily on thelystof consumers’ recreational behaviors and on
determining the influence of lifestyle in the seiew of hot springs resort hotels. Sixteen questimere
developed to examine 5 factors or dimensions afstifle variables with reference to the lifestyle
variables developed by Zins (1998). These quester& out the hot springs hotel operators opinims
well as those of the consumers.

RESEARCH METHOD

Research Framework

The relationship framework of service quality, ausér satisfaction and customer loyalty was
established based on the literature review. Seryiedity will directly affect customer satisfacti@nd
customer loyalty; through the intermediate variabfecustomer satisfaction, service quality will als
influence customer loyalty. In addition, customatisfaction will directly affect customer loyaltlinally,
the lifestyle variable and demographic variabladsied to examine whether different customer groups
have different impacts on perceptions of servicaliy customer satisfaction and customer loyalty.

Service Customer Customer

Quality Satisfaction Loyalty
*tangible image *product value *rebuy intention
*reliability *service *cross purchasing
*interaction ”| *environment ”1*recommend others
*problem solving *overall *feeling unconcerned
*hotel policy

A r'Y
Demographic Variable < > Life Style

Figurel: Research Framework
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Establishment of Research Hypothesis

Many scholars have indicated that there is a sianif positive correlation between service quality
and customer satisfaction (Zeithaml and Bitner,8)9@nd that service quality is the most important
factor that affects customer satisfaction (RuyBdogmer, & Peeters, 1997). Barnes (2001) contettioktd
customer satisfaction is the prerequisite to customlationship, since highly satisfied customeils ve
more willing to maintain good relations and conérto do business with a company with which they are
satisfied. Wulf et al. (2001) also showed thattieteship will affect customers’ loyalty, and Barn@901)
agreed that establishing good relationships wigtauers helps develop loyal customers who repeat th
purchases, introduce others to the company and dxaok for other products. Studies of correlations
between lifestyle on one hand, and service quatiigtomer satisfaction and customer loyalty on the
other (Gutman and Mills, 1982; Raju, 1995) havevwshdhat consumers of different lifestyles show
significant differences in shopping behaviors and hiow they evaluate service quality, customer
satisfaction and customer loyalty. Thus, we esthltle five hypotheses of this study:
Hypothesis 1: There is a significant positive clatien between service quality and customer satisfa.
Hypothesis 2: There is a significant positive clatien between service quality and customer loyalty
Hypothesis 3: There is a significant positive datien between customer satisfaction and custooyeitl.
Hypothesis 4: Through customer satisfaction, sergiality significantly and positively affects coster

loyalty.
Hypothesis 5: Different lifestyles significantly fa€t perception of service quality, as well custome
satisfaction and customer loyalty.
Hypothesis 5-1: Different lifestyles significantiffect the way consumers perceive service quality.
Hypothesis 5-2: Given the same set of circumstancastomers with different lifestyles will have
significantly different degrees of satisfactionhmgroduct value and service.
Hypothesis 5-3: Given the same set of circumstancestomers with different lifestyles will have
significantly different degrees of loyalty.

Questionnaire Design and Sampling Method

The questionnaire used in this research has 6ogpeartiPortion 1 asks the answerer (consumer) to
choose one hot springs resort hotel in the Lu-siraa where he or she has most often stayed (or ever
stayed). Portion 2, which has 28 items, measumegliosen resort’'s service quality utilizing the FISQ
scale. Portion 3, which measures the customerisfaetion with the hotel, contains 15 items. Partib
measures the customer’s loyalty and contains 6sitétartion 5 uses 16 questions to measure théylides
of the consumer in terms of the 5 lifestyle factorglimensions developed by Zins (1998). Portiomas
also administered to the resort hotel operatodetermine their perspective on their customersstifles.
The scale used in Portions 2, 3, 4 and 5 is therLi#-point scale. Portion 6 is the basic datansfeerer,
including gender, marital status, age, current pation, residence area, education status and averag
monthly income.

The research uses convenience sampling, and thegtfor the formal investigation was 12 February
to 25 February, 2006. A total of 500 questionnainese delivered, and there were 3888 final valid
samples, for a retrieval rate of about 77.6%.

Validity Analysis
The validity analysis for this research was caroeet by utilizing the Cronbachis coefficient. The
validity for the potential variables were 0.8872 $ervice quality, 0.8643 for customer satisfactiand
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0.8026 for customer loyalty. Since all were sigrafitly higher than a value of 0.7, the questioreneaias
deemed to have excellent stability and consistency.

EMPIRICAL ANALYSIS

Descriptive Analysis of Sampling Data

The analysis of both the social and economic baxkuis of hotel guests revealed that most (59.54%)
were female. The majority (75.25%) of the samples waunger people ranging in age between 21-40
years. Most (62.62%) of the sample of hotel visitbved in the central Taiwan area. More than half
(51.67%) of the sample had a college education,th@dnost frequent occupation of these visitors was
student, at 32.47%. Most (63.14%) in the sampleeveingle, and the most frequent personal monthly
income was in the range of US$300-1,000, at 37.11%.

Empirical Analysis Evaluation of Theoretic Model

Analysis of the evaluation model is shown in Tabldn terms of construction of service quality,
comparison of factor loads of different facets aadés that, when it comes to customers’ percepifon
service quality, interaction with hotel staff isethmost important factori31=0.85), followed by
reliability (Ax21=0.78), tangible image\X11=0.74), and problem-solvingx41=0.70). Hotel policy
(Ax51=0.65) was least important. This result revéads attention must be fastened on key factors asch
interaction with hotel staff and reliability in a@dto enhance customers’ perception of serviceitgual

In terms of construction of customer satisfactionerall performanceiy41=0.82) is the most
significant factor that affects customer satisfacti followed by services provided by hotel staff
(Ay21=0.78) and service environmeiy31=0.74), with product value.y11=0.64) the least significant.
This result indicates that attention must be pailtety factors such as overall performance, senaces
service environment in order to improve customésfction.

In terms of construction of customer loyalty, “lImdome back to stay with this hot springs hotel”
(Ly62=0.75) is the most significant loyalty indicatésllowed by “This hot springs hotel will be myrgt
choice” @y52=0.72) and “I will recommend this hot springstdioto my relatives and friends”
(Ay72=0.63). “This hot springs hotel will still be npreference even if other hot springs hotels are
engaging in promotional activitiesAy82=0.50) is least significant. This result indesathat the top two
significant factors are pertinent to customers’lingness to repurchase. Therefore, attention mast b
fastened on key factors related to customers’mgtiess to repurchase in order to enhance custoyatyi.

Table 1: Analysis of Evaluation of Overall Theoretcal Models
MLE's Estimate Parameters

Variables - Combined Extracted
Factor Load(A) Evaluation Error( ore) Credulity Variation
Service Quality 0.84 0.58
x1 Tangible Image 0.74 0.42
x2 Reliability 0.78" 0.36
x3 Interaction 0.85 0.20
x4 Problem Solving 0.70 0.41
x5 Hotel Policy 0.65 0.46
Customer Satisfaction 0.80 0.51
y1 Product Value 0.64 0.63
y2 Services 0.78 0.47

e
Journal of International Management Stud* August 2007 55



y3 Service Environment 0.74 0.42

y4 Overall Performance  0.82 0.35
Customer Loyalty 0.78 0.42
y5 Re-buy Intention 0.72 0.41
y6 Cross Purchasing 0.75 0.37
Y7 Recommend to Othe63™ 0.54
Y8 Feeling Unconcerned).50™ 0.70

x2=274.456, d.f.=70, GFI=0.845, RMSR=0.015, RMSEA#®8,0AGFI=0.864, NFI=0.857, CFI=0.924,
PNFI=0.736, PGFI=0.558 Computation mode is dummy mogfe=3864.910, d.f.=82
s%Fador load is standardized value;” Indicating p<0.001

Examination of Relationships among Hypotheses

Relationships between service quality and custasa#sfaction.Hypothesis 1 posits that there is a
significant positive correlation between servicealify and customer satisfaction. Table 2 shows that
there is significant discrepancy in the “goodneksitd ( Ay? =526.43;/ d.f.=1; p<0.01) of Mmode,
indicating that service quality does affect custosaisfaction significantly. As shown in TabletBere
is also a positive path coefficient from servicality to customer satisfaction. In other words,réhis a
significant direct impacty(1l1=0.91; p<0.001), indicating that, the higher oustrs’ perception of service
quality, the higher their satisfaction. Thus, Hypesis 1 is supported in that there is a signifigarsitive
correlation between service quality and customgsfagtion.

Relationship between service quality and custorogalty. Hypothesis 2 posits that there is a
significant positive correlation between servicalgy and customer loyalty. Table 2 shows that ¢hisr
significant discrepancy in the “goodness of fit\¢* =0.38; A d.f.=1; p<0.01) of Mmode, indicating
that service quality does not affect customer liyysignificantly. Table 3 shows that the path coéfht
from service quality to customer loyalty has naaateed a significant level, so there is no significa
direct impact 121=0.11). In other words, the enhancement of custehperception of service quality
does not directly raise customer loyalty, and Higpsis 2, that there is a significant positive datien
between service quality and customer loyalty, issupported.

Relationship between customer satisfaction andooust loyalty.Hypothesis 3 posits that there is a
significant positive correlation between customatisfaction and customer loyalty. Table 2 showg tha
there is significant discrepancy in the “goodnessitd ( /\y* =14.68; A d.f.=1; p<0.01) of Mmode,
indicating that customer satisfaction does affest@mer loyalty significantly. Table 3 shows a tigsi
path coefficient from customer satisfaction to oustr loyalty. In other words, there is a significan
direct impact [§,,=0.69; p<0.001), indicating that the more custonaeessatisfied, the higher their loyalty
will be. Thus, Hypothesis 3, that there is a siigaifit positive correlation between customer satt&ia
and customer loyalty, is supported.

Data analysis results support Hypotheses 1 andt 3idownot support Hypothesis 2. Because both
Hypotheses 1 and 3 are supported, it is reasotatdenclude that Hypothesis 4 will also be suppbrte
In other words, through customer satisfaction, iserquality significantly and positively affectsstamer
loyalty. Table 3 shows the outcomes from examination ohilpotheses.

Analysis of the Impact of Lifestyle Groups on Varidles

This section of the study employs single-factor timnedriation variable analysis to examine whether
individual lifestyle impacts perception of servigaality, customer satisfaction and customer loyé#ity
this analysis, Wilks’ Lambda value is 0.78, F i85.and R<0.001, indicating that different lifestyle
groups differ significantly in the way each perasivoverall service quality. Further analysis revehht
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different lifestyle groups perceive all 5 aspedtservice quality significantly differently becaua# P
values are less than 0.001. Thus, Hypothesis Sapported.

In the examination of whether the individual lif@stimpacts customer satisfaction, Wilks’ Lambda
value is 0.85, F is 7.36 and<®.001, indicating that different lifestyle group#fer significantly in
customer satisfaction. Further analysis reveals different lifestyle groups perceive all 4 aspecfs
customer satisfaction significantly differently laese all P values are less than 0.001. Thus, Hgpisth
5-2 is supported.

In the examination of whether individual lifestytapacts customer loyalty, F is 24.16 and @001,
indicating that different lifestyle groups diffeigaificantly in customer loyalty. Therefore, Hype#is
5-3 is supported.

Table 2: Comparative Analysis According to Net-shap Model

Mode X d.f, N GFI AGFI CFI RMSR
M,: Theoretic Mode 274.46 70 - 0.85 0.87 0.93 0.02
M1:y1:=0 812.47 71 526.43" 0.79 0.79 0.80 0.08
M.:v2:=0 27532 71 0.38 0.85 0.87 0.93 0.02
M3:B,,=0 296.43 71 14.68 0.85 0.86 0.92 0.02

s Computation of/\y” is based on Theoretic Mode*=274.46, d.f.=70
“Indicating p<0.05(%*=3.76) " Indicating p<0.01(%’*=6.26) "~ Indicating p<0.001( *=9.78)

Table 3: Verification of Path Coefficients and Hypaheses of Theoretic Structure Mode

Path Inter-Variable Relations Path Corresponding Verification
Coefficient Hypothesis Result
v Service Quality» Customer Satisfaction 0.91 Hypothesis 1  Supported
v21  Service Quality» Customer Loyalty 0.11 Hypothesis 2 Not Supported
Br  Customer Satisfaction» Customer Loyalty  0.69 Hypothesis 3  Supported
vio1 Service Quality—> Customer Satisfactior» 0.64" Hypothesis 4  Supported

Customer Loyalty
sk Path coefficient is standardized valﬁel;ndicating p<0.001

Factor Analysis on Consumers’ Lifestyles

This research executed a factor analysis on 16sitestated to lifestyle variables for 388 valid
samples and extracted factor dimensions of lifestyy utilizing the Principal Component Analysis
Method, finally acquiring 5 factors with characttic values larger than 1, where the Total Variance
Explained is as high as 72.56% and the Cronbachuefficient for lifestyle lies in the acceptabbnge
of 0.60-0.75. Where there 5 factors were assigmedhdividual name and the detailed description for
each factor is provided as follows:

Factor A: "Touring player group”In this factor, the sorting result based on fadtad would be
"experiencing folk activities provided by the hdteltasting local specialties provided by the htel
"attending touring package provided the hotel", dedrning local humanities customs around thelhote
In light of these variables, all belongs to the iw®tfactor more or less related to the selectioraif
spring resort hotel for accommodation, thus theenamas assigned accordingly.

Factor B: "Family fun group”.In this factor, the sorting result based on fadtad would be
"experiencing the great nature", "enhancing aftectof the family or friends", "enjoying natural
landscape around the hotel", and "enhancing thé&hhefibody". In light of the above variables, thes
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variables are all related to satisfy with physicahlth and mental needs to the natural affectlous the
name was assigned accordingly.

Factor C: "Learning and refreshing grouptn this factor, the sorting result based on fadtad
would be "meeting new friends", "learning new besisi’, and "inspiring creative capability”. In lighft
above variables, these variables are all relatédetgositive characteristic of self-learning, thlus name
was assigned accordingly.

Factor D: "Weekend enjoyment grouph. this factor, the sorting result based on fatbad would
be "releasing living pressure and anxiety", an@vieg all routine daily business". Because these tw
variables are expressing a kind of mental perfomaan releasing living pressure, thus the name was
assigned accordingly.

Factor E: "Relaxing and pleasure-releasing group.this factor, the sorting result based on factor
load would be “killing time and keeping away fronbearing life”, “enjoying hot spring therapy procéss
and “running away from noise and crowded environthéBecause these three variables were expressing
a kind of status in enjoying the natural and kegmmway from routine experience, thus the name was
assigned accordingly.

The above five groups differ significantly in lifgke, demographic characteristics and consumer
behavior, supporting the idea that the tourisméation market has become segmented so that ne singl
tourism product can satisfy all consumers. Theegfbot springs hotel operators should develop iqu
features in accordance with the characteristicsdiamdand of specific consumer groups in order @iratt
their marketing goals.

RESEARCH CONCLUSIONS

Correlations between Service Quality, Customer Satfaction and Customer Loyalty

Through its overall theoretic model, this study dasermined that service quality can significantly
and positively affect customer satisfaction, buvise quality cannot directly, significantly andgtively
affect customer loyalty. Customer satisfaction smmificantly and positively affect customer loyako
that, the higher the customer satisfaction, the emoyal the customer. Finally, through customer
satisfaction, service quality can indirectly bugrsficantly and positively affect customer loyalty.
Therefore, if hot springs hotels want to incredsartprofits and maintain their growth via enhaneeain
of customer loyalty, they must focus on improvingstomer satisfaction for the purpose of increasing
customer loyalty or improve service quality andetaklvantage of its indirect positive effect on oosr
loyalty. The ultimate goal is improved profitabfliand sustainable operations.

Concepts Affected by Customers of Different Lifesties

This study employs single-factor multi-variable iation analysis to explore whether there are
significant differences in the way different lifgkts affect service quality, customer satisfactaom
customer loyalty for the purpose of verifying iffelstyle is an appropriate variable for market
segmentation. Research outcomes indicate that #rersignificant differences in the way customdrs o
different lifestyles perceive service quality, atitht different lifestyles significantly affect cosber
satisfaction and customer loyalty. Because differdidastyles significantly affect each concept, hot
springs hotels can divide the market through thestyle variable and choose one or more market
segments to which they can specifically appealptidg different strategies in response to servicality
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elements and customer satisfaction elements whieharget market segment values for the purpose of
enhancing customer loyalty and profitability.
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