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ABSTRACT

This thesis seeks to investigate the processes of word-of-mouth marketing within a
services purchase decision context. Although word-of-mouth processes, as they influence
service purchase decisions, are powerful and complex, they are not well understood. Nor
does there exist an abundance of information within the research literature regarding this
subject area. Accordingly, a proposed conceptual model has been developed which aims
to explain the effects of salient constructs on the ultimate dependent variable: the influence
of word-of-mouth on service purchase decision. The proposed model includes the
independent variables of expertise (Sender’s and Receiver’s), perceived risk, tie strength
and the extent to which the word-of-mouth message is sought. Based upon a review of
the literature, nine distinct hypotheses are proposed. Findings resulted in all but two of
the nine hypotheses being validated. Further, all of the aforementioned constructs affect,
either directly or indirectly, the influence of Sender’s word-of-mouth on the Receiver’s
purchase decision.
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Chapter 1

“Even those deaf to the bragging cries of the marketplace will listen to a friend.”
(Anonymous)

INTRODUCTION

The study of marketing is one of the most fascinating and intriguing fields within
the discipline of business administration. In essence, it is the “link™ which connects a
business organisation with the outside world. Whether considered as a process or as a
philosophy, marketing encompasses many processes which, ultimately, address the many
facets of exchange. Integral to the notion of exchange is marketing communications,
which is concerned with the “sending and receiving of knowledge, ideas, facts, figures,
goals, emotions and values...it is a ceaseless activity of all human beings, and therefore,
also of all human organisations” (Smith et al. 1997, p.2).

Most of the popular managerial literature contends that the word-of-mouth
(WOM) communications process is one of the most powerful forces in the marketplace
(e.g., Henricks 1998, Mamey 1998, Silverman 1997). Indeed, it tends to be highly
persuasive and in turn, extremely effective (Bristor 1990). This is primarily due to the
fact that consumers frequently rely on informal/personal communications sources
(WOM) in making purchase decisions as opposed to more formal/organisational sources
such as advertising campaigns. In WOM, the source (Sender) of the .in\formation
generally has nothing to gain from the Receiver’s subsequent actions (Schiffman and

Kanuk 1997).
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One of the first studies attesting to the potential power of WOM was conducted by
Arndt (1967a) who examined the effect of WOM on food product purchasing decisions.
His main finding clearly indicates that positive WOM increases the likelihood of
purchase while negative WOM acts to decrease purchase intentions. Within a services
context, who hasn’t asked a friend to recommend a reliable baby-sitter, dentist, auto
mechanic or a favourite restaurant?

Further substantiating the power of WOM on purchase intentions was the research
conducted by Bayus (1985), who also emphasised WOM’s importance in purchase
decision contexts. Indeed, WOM is often even more important than other direct
marketing methods, such as the aforementioned commercial advertising campaigns.

WOM is an extremely complex phenomenon; considerably more complex than is
readily apparent and commonly assumed. As Still et al. (1984) state, “consumer adoption
of new products and services is determined to a large degree on individual consumption
experiences connected by WOM through different social groups” (p. 344).

As indicated by many researchers, including Charlett and Garland (1995), there
has been surprisingly little research conducted which has examined the effects of WOM
communications on Receivers’ (those who receive the WOM message) purchase
decisions. In addition, most research documented in the literature is oriented toward
product marketing and not services. WOM, however, is more important and influential
within a services context than strictly just product marketing scenarios (Murray and
Schlacter 1990; Zeithaml 1981). It is this consideration which has led to a greater

curiosity of WOM effects on services purchase decision and hence, the subject area of



this thesis.

This thesis will contribute to the research literature in several key areas. Firstly,
very few other WOM research endeavours have focussed on the services purchase
process. Secondly, no other known studies have examined the construct of the extent to
which WOM information is actively sought within a services scenario. In light of these
key differentiating factors, it is believed that this study will yield considerable knowledge
to the field of services marketing.

The intent of this thesis is to investigate the WOM process, by viewing the Sender
of the WOM message as well as the Receiver of it, within a condition of dyadic
communication. Specifically, the actual influence that the WOM message has on the
Receiver’s service purchase decision will be empirically examined. In so doing, various
mediating and moderating factors involved in the process will be considered.
Accordingly, hypotheses have been formulated resulting in the development of a
proposed model, which will be presented later within this thesis. This study will not
examine implications associated with cither positive or negative WOM. Instead, it will

focus on the actual process involved, given the condition of WOM communication.



Chapter 2

SCOPE OF THE INVESTIGATION INTO WOM

Prior to proceeding, it is important to definitively articulate the meaning and
understanding of WOM as it will be used throughout this thesis. One of the most
thorough and appropriate descriptions of WOM, comes from Schiffman and Kanuk
(1997), who state that, “the key characteristic of WOM communication is that it is
interpersonal and informal and takes place between two or more people, none of whom
represent a commercial selling source that would gain directly from the sale of something.
WOM implies personal, or face to face, communication, although it may also take place
in a telephone conversation or within the context of a chat group on the Intemet” ( p.
500).

Notwithstanding the above definition, there might exist situations whereby the
source (Sender) of the WOM may be in a position to gain financially from the initiation
of WOM. Several examples will later be considered which will suggest that the source of
the WOM communications might be in a position to benefit (financially) from the
transmission of WOM. However, the overall intent of the definition remains intact and

will be upheld.

Communications Model .
Communications is a central element in the way that people relate and cooperate
with each other. It is the interpersonal event which is an integral component of society

(Smith et al. 1997). Individuals not only send and receive information, but they do this



by cooperation and ideally, understanding the message.

This thesis will view WOM as the flow of information through a dyad comprised
of key actors (Sender and Receiver). This approach, similar to that of Frenzen and
Nakamoto (1993), is founded on the premise that the information flow will occur
provided actors decide to cooperate during the transmission of the information. Hence,
actors are required to cooperate in order to facilitate the information flow.

Initially drawing upon a basic conceptual communications model, within a dyadic
context, it can be seen that the two main components are the Sender and the Receiver.
The transmission of the WOM message is directed from the Sender to the Receiver.
Following this, normally, is the Receiver’s purchase decision, which invariably is either
to purchase, or not to purchase, and may or may not be in accordance with the WOM
message.

Therefore, it is proposed that a filtering process occurs which ultimately results in
a purchase decision. This, cognitive filter functions within a “black box” in which certain
forces work to influence the Receiver’s purchase decision. It is within this “black box”

that the proposed conceptual model will be presented and discussed later in Chapter 3.



Diagrammatically, this process can be illustrated as follows:
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Filter - “Black Box”
Conceptual Model

Figure 1. A modified model based on the traditional communications model of Lasswell
(1948) (Duncan and Moriarty, 1998).

Use of the basic communications model in marketing is well documented.
Duncan and Moriarty (1998) emphasise that the crucial and central role that
communications plays is integral to marketing. Further emphasizing this importance, the
researchers purpose that there exists a parallel relationship between marketing processes
and the communications model. Moreover, they stress the contextual aspects of
communications by indicating that relationships are integrally related to communications
and therefore, one cannot be investigated without considering the other. They also stress
the interconnection between the notion of exchange in marketing theory by suggesting its
similarity to the notion of exchange in communication. Hence, the setting of the
conceptual model of this thesis within communications underpinnings is not without
sound academic basis.

Arndt (1967a) stressed communicative dimensions of WOM processes by stating

that, “word of mouth is normally purposeful and serves important ends for the



communicators [Sender and Receiver]. In some cases their motive for transmitting
information is to be helpful to their friends. In other cases, word of mouth serves
functions of ego-defence and dissonance reduction, or is a means of enhancing the status
of the information-giver” (p.71). Ultimately, therefore, WOM can serve a variety of

purposes, but the emphasis remains, that it is a key process of information transmission.

Why do people engage in WOM?

Many reasons exist for people attempting to solicit information via WOM.
Consider for example, a military family who is posted to a new location. Upon arrival,
dependents must seek new service providers in functional areas such as medical, dental,
hair styling etc. How do they determine which service providers are the most suitable?
They frequently solicit advice from friends, relations, or colleagues who have already
lived in the area and who have established a set of service providers. For a military
family, this process of attaining new service providers occurs after each new posting;
generally every two to four years.

Motivation for soliciting WOM often varies as a function of types of service.
Some services clearly bear greater amounts of risk than do others. For example, selecting
a family physician is considerably more risky than choosing a suitable hair stylist or
picking a good restaurant. The notion of risk and its impact will be considered later in
this paper. -

The literature acknowledges that many reasons exist for people to seek WOM

information. Bristor (1990) categorized factors associated with WOM into three main

classifications: individual; product; and situational. She reported that some people may



prefer personal, noncommercial information, as opposed to alternative kinds such as
impersonal and commercial information. Further, she mentioned that some people may
tend to trust their friends’ opinions over commercial sources which they likely perceive as
being not as credible. As Smith and Swinyard (1982) suggest, people, in a vicarious
manner, may use others’ personal experiences as a substitution for their own experience
or trial. This notion was also substantiated by Still et al. (1984).

Stressing individual factors, Arndt (1967a) suggested six primary motives for
engaging in WOM: (1) altruism, the desire to help the Receiver make an appropriate
purchase decision; (2) instrumental, the Sender originates and transmits WOM
information with a particular purpose in mind, which may not be related to the message
or to the well-being or the Receiver; (3) ego-defence, to project frustrations and
dissatisfactions onto others or onto particular products or services; (4) interest, the more
interested a person is in a particular service, the more likely that communication about it
will ensue; (5) establish cognitive clarity, communication will likely result when an
attempt is made to understand something; and (6) reduce cognitive dissonance, “the
dissonant buyer can make his [or her] environment more consonant by actively
persuading other people also to buy the product [or service] in question” (p.57).

Product or service factors include factors associated with risk, newness of the
product and services characteristics. In an effort to determine information about a new
product or service, WOM might be solicited, which could ultimately serve to reduce

associated risk.



Situational factors include the stage of the Receiver’s purchase decision process,
the availability of time, and the effect of substituting WOM information search for

decision making. Often forces are at work over which the Receiver has no control.

WOM: An Example

The Financial Post, in a relatively recent article (1997), illustrated the power of
WOM in a rare WOM-orchestration effort. Japanese advertisers, knowing the great
weight of personal recommendations, especially when it comes to teenage Japanese
school girls, have attempted to capitalize on WOM. These Japanese teenagers are known
for their materialism, love of trends, and their mania for communication; many carry a
pager and cellular phone. Normally, WOM is free and is impossible to arrange.
However, in Japan, it can be arranged, for a price (using designated opinion leaders).

Agencies have been established with hundreds of teenagers in their employ, who
receive a new product to try out and tell their friends about them. The logic is simple.
Selected teenagers are given information or samples of a new product. They feel superior
for knowing about something before the rest of the crowd, so they tell on average 50 of
their friends and classmates about the “discovery”. So, with a core group of 1.000, WOM
can spread to 50,000 or more. Information spreads more rapidly among the 15 to 18-year
old group than any other life stage. “The feeling of being “in the know”, generated by
exposure to a product before it hits the mass media can win over eveh\the coolest 16-

year-old” (p.77).
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THEORETICAL FOUNDATIONS OF WOM

This examination into the processes of WOM will be pursued by considering
salient constructs which may be categorized under the two principal rubrics of non-
interpersonal forces and interpersonal forces. Therefore, three main relationships
become apparent. Firstly, the effect of the non-interpersonal forces on the ultimate
dependent variable; secondly, the effect of the interpersonal forces on the ultimate
dependent variable; and lastly, the effects of non-interpersonal forces on interpersonal

Jorces. Diagrammatically, this relationship can be depicted as follows:

Figure 2. The relationship of interpersonal and non-interpersonal forces.

This approach to WOM has theoretical substantiation. Bristor (1990) emphasised
that the development of WOM theory has adhered to an “individualistic paradigm which
isolates people from their social context and thus is not well-suited for investigations of

dynamic interactive phenomena such as word of mouth™ (p.52). This suggests the
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emphasis on solely non-interpersonal forces. Furthermore, Bristor advanced a network
approach to the study of WOM, explaining its relevance by stating, “the network
approach [is] a promising altemative for word of mouth research because it explicitly
recognizes the relationships that link members of a social system” (p.52-53). Hence,
there exists a requirement to examine interpersonal forces within WOM models.
Additionally, Arndt (1967a) suggested that, “word of mouth tends to flow through
interpersonal channels based on shared interests, friendship or family” (p.71). Each of
these items identified by Ardt will be individually examined later within this paper when
discussing the construct of tie strength in Chapter 3.

Constructs such as Receiver s perceived risk, Receiver’s expertise and Sender'’s
expertise are non-interpersonal forces. However, WOM actively sought by Receiver and

tie strength are interpersonal forces in which exchange takes place in a dyadic framework.

WOM IN A SERVICES CONTEXT
Literature Review

The research literature on WOM has traditionally been oriented along three
principal streams (Still et al. 1984): (1) the consumer’s decision process focus, which
includes initial awareness of a product or service and finally ends in adoption; (2) a
communications-oriented stream, integral to this approach is the contention that WOM
information is diffused through a network, where the information is s;read to others; and
(3) a consideration of the WOM communications as a “more general and indirect
influence” (p. 336). The network approach, within a communications framework, will be

the selected treatment for this examination of WOM processes.
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While there exists much opinion regarding the power (and usefulness) of WOM,
there is surprisingly little empirical research which exists that examines “procedural”
aspects of WOM. The literature is, therefore, not rife with WOM research. Although
steadily gaining in popularity, the subject has had very humble investigative beginnings.
For example, the Journal of Marketing, from the mid 1950s to the late 1960s had
published only one article dealing exclusively with the issue of WOM (Amdt 1967a).

Despite these modest beginnings, in recent years most WOM research has almost
exclusively focussed on product-oriented issues (Murray 1991). Remarkably little
research attention has been devoted to the behaviour of the service consumer. This is
surprising since WOM influences tend to be stronger in services, given their (services)

intangibility and higher associated risk (Murray and Schlacter 1990).

Services Context

Conducting WOM research within a services context is unique and sheds an
interesting light on the issue. Indeed, seldom in empirical research has WOM ever been
examined exclusively within a services context. The basic tenants of services marketing
consisting of intangibility, heterogeneity, simultaneity of production and consumption,
and perish-ability serve to delineate the marketing of services from the marketing of
goods (Zeithaml and Bitmer, 1996).

Among the unique characteristics of services which have sighi?icant impact on the
study of WOM is that of intangibility. The WOM process offers special solutions to the
“problem” of intangibility of services. A stimulation of positive WOM can help to

overcome a service’s problem of credibility. Offering a month’s free rent to a customer
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who brings another customer to the business, is an example of an attempt to stimulate
positive WOM communications. Likewise, in an attempt to engage in post-purchase
communications, follow-up, thank you letters are frequently sent by service providers.

Bristor (1990) provided a succinct description of services aspects as follows:

three other product characteristics normally associated with services, intangibility, few search

qualities and low comparability, make them natural candidates for word of mouth (Ziethaml

1981). Because services are intangible and thus may be difficult to fully understand before their

delivery/consumption, word of mouth is often utilized to obtain needed information from an

experienced user of the service before, for example, the use of real estate or payroll processing
services. Also, since services are often high on experiential, but low on search qualities, word

of mouth can help a consumer make a pre-purchase evaluation, for exampie of a doctor, hair

stylist, or restaurant. Finally, services are often difficult to compare becsuse the firm and the

brand are often synonymous, as in the case of courier services or health clubs....Thus, an effective
way for a customer to compare alternatives across companies is to engage in word of mouth with

one or more knowledgeable others (p.56).

As indicated, the study of WOM within a services context reflects an atypical
alternative to the traditional study of most marketing concepts, that is, within a product
marketing context. This is particularly important when one considers that every product
has a services marketing component associated with it.

Aggrandizing the above concept to services, the normal (product) marketing mix
of product, price, place and promotion can be expanded to include physical evidence,
participants and process (Bitner, 1991). Therefore, those who are involved in the
marketing of services, have considerably more challenges than typically do those engaged
primarily in product-focussed marketing. Perceptions of these additional variables are
particularly prone to WOM opinions.

Documented in the literature is the importance of WOM in shaping expectations

of service (Zeithaml and Bitner 1996). Due to its perception of being unbiased (limited to
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the extent that there is no monetary nor commercial gain to be attained by the Sender of
the WOM message), there is an added degree of importance associated with WOM as it is
used as an information source in services that are difficult to evaluate. WOM, therefore,
becomes especially important within this context.

It is apparent that there exists tremendous potential for conceptualizations and
new directions in WOM marketing. In comparison to other areas of WOM research
(communications), the workings of WOM on the purchase of services have not been
extensively attended to within academia. This in turn, has resulted in relatively few
empirical examinations of WOM processes in marketing, as was previously mentioned.

In light of the above, this thesis will differentiate itself from previous work by
considering and testing constructs, many of which have not before been considered within

the literature, as they relate to the marketing of services.
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Chapter 3
CONCEPTUAL FRAMEWORK
PROPOSED CONCEPTUAL MODEL

The Gilly et al. (1998) dyadic study of the interpersonal information search
process has formed the rudimentary basis for the proposed model which will be employed
within this thesis. While extremely informative, the Gilly study, however, is somewhat
limited for several reasons. Primarily, it is restricted to the consideration of product
purchase and, therefore, no consideration is made of the impact of factors on the purchase
of services. As mentioned, intangibility of services typically results in higher associated
perceived risk, which is deserving of dedicated empirical examination.

A significant consideration is devoted to homophily within Gilly’s research,
however, its focus is essentially centred upon demographic conditions and differences.
The component of “emotion” is not taken into account. The Gilly study did not consider
tie strength although the effect of homophily was incorporated. Additionally, the Gilly
model did not consider the variable of risk, nor how actively sought WOM, as a variable,
affects influence of the Sender’s WOM. Hence, the proposed model contained herein,
has significantly expanded the Gilly study to include additional variables, as well as
considering the effects of these constructs within the context of services purchase.

As Rogers (1983) indicates, homophily is the extent to which persons are similar
with respect to attributes which are demographically descriptive. Such attributes are: age,
gender, education and social status. People who are rated highly in homophily tend to

“flock together.” Underscoring the relevance of this notion, are Brown and Reingen
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(1987) who stated that, “a fundamental principle of human interaction is that people tend
to interact with others who are like themselves” (p.354). So, by extension, the notion of
tie strength, which describes the “social binding” that exists between people should be
examined.

As has already been emphasized, WOM within a services context is of particular
importance. Several prominent researchers have stressed the importance of expertise,
risk, tie strength, and the degree to which the WOM message is actively sought, as being
particularly salient and worthy of future investigation (e.g., Brown and Reingen 1987;
Frenzen and Davis 1990; Duhan et al. 1997; Murray 1991; Mitchell and Dacin 1996;
Arndt 1967a; Still et al. 1984). Due in large measure to these recommendations as
indicated in the literature, this examination will address the impact of these key variables
on services purchase decisions as proposed in the conceptual model.

Further, in addition to the aforementioned unique WOM considerations which
have not been examined in the research literature, this thesis will consider the variable of
Receiver’s expertise in both contexts of direct and indirect effect on the Sender’s WOM

influence on the Receiver’s purchase decision.
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The proposed model is diagrammatically depicted as follows:

Figure 3. The proposed conceptual model indicating the constructs to be tested.

WOM ACTIVELY SOUGHT

Actively seeking WOM is construed as being the process of vigorously seeking
and ultimately attaining a WOM message. It is understood to be essentially attained by
purposeful design and effort. Additionally, associated with the actual process of actively
seeking WOM, is selective exposure to the WOM message which, in turn, results in the
consumer being more predisposed to the WOM message (Amdt, 1968).

A continuum may be considered whereby the degree to which WOM is actively
sought ranges from low to high. On the low end of the continuum, tﬁ;anainment of
WOM may be construed as an unplanned or unintended receipt of information. Such
information could be received when engaged in a conversation. A Sender, by chance,

relates information to the Receiver regarding some issue of interest, such as the fine
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services he/she received from a particular hair stylist or auto mechanic. This type of
information attainment can be contrasted against a more active search for information.
For instance, at the opposite extreme of the continuum, a Receiver, knowing that he/she
must undergo heart surgery, might very aggressively and actively seek information
regarding the professional attributes and qualifications of several cardiovascular surgeons
who potentially could fulfill his/her requirements. To do this, the Receiver might actively
contact friends, family, and others who could be in a position to provide useful
information regarding the subject of the decision to be made.

Emphasizing the communicative dyad in which the WOM processes occur, Amdt
(1967a) stated, “the communicators and receivers of word of mouth are active,
independent participants in the mass communications process. Receivers often initiate
product conversations by asking communicators for information. Communicators play an
active role by filtering and interpreting mass media information” (p.71). The Receiver’s
action of seeking WOM information is hypothesized to be an important element of the
WOM process.

The degree to which a Receiver actively seeks WOM is likely to be connected
with his/her motivation. Bristor (1990) indicated that individual factors such as certain
types of information, personal motives and involvement levels can motivate WOM.
Product factors such as high product involvement, message involvement situation or

other-person involvement levels are also important motivators of WOM (Dichter 1966).
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Additionally, as previously mentioned, Bristor (1990) emphasised the importance

of the following key factors in WOM motivation:

a. stage of the decision process - WOM is often used during pre-purchase
(search) decision making. During post-purchase, it can also be used in an
effort to reduce cognitive dissonance. In addtion, it is frequently used

when a consumer has had a negative experience;

b. type of information available - when little or no information is available

prior to a purchase decision or when there is no advertising used;

c. availability of time - when time is short there may be more engagement of
WOM since it is a fast way of determining information needed for a

purchase decision; and

d situations for which WOM can be substituted for decision making -
instead of going through the decision making process for a new television,
the Receiver could simply ask a friend who recently went through the

same decision process for a recommendation.

In situations which are characterized by high uncertainty, WOM information is
particularly sought (Amdt 1967a). High uncertainty exists when parﬁ:ular service
characteristics are not known and correspondingly perceived risk is also high.

A logical implication resulting from this active search for WOM is an associated

increased level of reception of the WOM message. That is, it is likely that a WOM
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message which is actively sought, will have a greater impact upon the dependent variable,
the influence of the Sender's WOM on the Receiver’s purchase decision, than a WOM
message which is passively attained and was not received as a result of actively seeking.
Thus, the following proposition may be drawn:

H1: The greater the extent to which the WOM is actively sought by the

Receiver, the greater the influence of the Sender’s WOM on the
Receiver’s purchase decision.

TIE STRENGTH

WOM communication occurs within a relationship. Whether the relationship is
short, shallow and fleeting or, at the other end of the spectrum, firmly established, deeply-
rooted and long-lasting, it can be logically postulated that all WOM transactions occur
within some social relationship in which interpersonal forces are at work. A WOM
network is, “a social network consisting of a set of people who engage in word of mouth,
plus the relationships between them” (Bristor 1990, p.65). The relationship between
people is essentially a force that works to bond them. A representation of this bond is tie
strength. Hence, the construct of tie strength is integral to the examination of the
principal rubric of interpersonal forces.

In describing tie strength, Duhan et al. (1997), state that “WOM recommendation
sources can be categorized according to the closeness of the relationship between the
decision maker and the recommendation sources, or the “tie strength” (Brown and
Reingen 1987). The tie strength of a relationship is defined as strong if the source is

someone who knows the decision maker personally” (p.284).
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The literature supports the aforementioned notion. As Money et al. (1998) state,
“tie strength is a multidimensional construct that represents the strength of dyadic
interpersonal relationships in the context of social networks” (p.79). Arndt (1967a)
classified the nature of the ties between participants involved in a communicative dyad.
He identified three main bases for WOM networks as: (1) common interest; (2)
friendship; and (3) family. Common interest, he postulated, was needed in order for
transmission of information to occur between two people. Failing the presence of this
condition of shared interest, the information would not be transmitted. Of friendship,
Armndt acknowledged the difficulty of distinguishing the two items by stating, “it is
difficult to separate the effect of shared interest from the effect of friendship....usually
friendship and common interests go together and it is possible that a chicken-and-egg
problem exists” (p.61). Notwithstanding this, he indicated that friendship performs a
linking role between people and therefore implies that a channel of communication exists.
Lastly, on the item of family, Amdt suggested that, “kinship is the basis for perhaps most
face-to-face communication. The voting studies reaffirm the role of the family by
demonstrating strong tendencies of uniformity of opinion within each family unit” (p.63).

Summarizing his findings, Amndt (1967a) stated that channels of communication
may be interpreted as serving an enabling or facilitating role in the WOM process. He
suggested that before these channels can be activated, motivation sufficient for
transmission must be present. Therefore, as will be discussed later, the construct of WOM
actively sought by the Receiver becomes worthy of consideration.

Extending Arndt’s notion of networks, Bristor (1990) viewed networks as integral
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to the study of WOM by stating that, “the network approach, is a promising alternative
for word of mouth research because it explicitly recognizes the relationships that link
members of a social system” (p.52-53).

It is, therefore, fitting to closely examine the relationship between the two dyadic
components, the Receiver and the Sender, by considering the construct of tie strength.
Granovetter (1973) considered the strength of ties by stating that it should satisfy the
following definition, “the strength of a tie is a combination (probably linear) of the
amount of time, the emotional intensity, the intimate (mutual confiding), and the
reciprocal services which characterize the tie” (p. 1361).

It was indicated by Frenzen and Nakamoro (1993) that social context is an
important aspect involved in WOM communications. Specifically, in their study, the
researchers determined that social context (and information characteristics) appeared to
influence individual WOM transmission decisions. The researchers corroborated the
importance of the notion that the flow of information between actors, through a social
network, is dependent upon decisions of the actors to cooperate when transmitting
information. Additionally, they recognized the significance of the structure of the
relations which connect the actors together.

To a limited extent Gilly et al. (1998) explored the fundamental basis of this
construct by using the concept of homophily. Predominantly an indication of
demographic variations, homophily, within this thesis, is extended to tie strength. This
facilitates exploration of the inherent interpersonal dimensions of the construct which are

closeness, intimacy, support and association (Frenzen and Davis 1990).



Homophily does not answer the question of the Receiver’s information source,
rather the construct of tie strength addresses this concermn. As will be discussed later in
detail, this notion is of particular importance to groups in which high homogeneity exists
and consequently have high homophily. Extending this precept, therefore, within a
WOM scenario, the strength of tie could impact upon the influence of the WOM message
on the Receiver’s purchase decision.

The work of Brown and Reingen (1987) has provided instrumental insights into
the notion and effects of tie strength. Specifically, the researchers suggested that strong
ties bore greater influence than weaker ties.

Hence, the following hypothesis is submitted:

H2: The greater the strength of the tie between the Sender and the Receiver,
the greater the influence of the Sender’s WOM on the Receiver’s purchase
decision.

Additionally, it can be surmised that the strength of the tie will also affect how
vigorously the WOM will be actively sought by the Receiver. Intuitively, it can be
postulated that typically, when tie strength is high, the Receiver would attribute a
prodigious level of credibility to the Sender. Also, in a high tie strength scenario, the
Sender and the Receiver could likely be in close physical proximity to each other (or be in
contact via Internet or telephone) and thereby facilitate actively seeking WOM
information. Information from strong ties is also likely to be attained with marginal
effort.

Brown and Reingen (1987), hypothesized that active information seeking is more



24
likely to occur from strong-tie than weak-tie sources (Senders) of referrals. The
researchers argued that when a strong tie exists between the Sender and the Receiver, the
two are probably more familiar with each other than are those who are in a “weak-tie”
dyadic condition. It is, therefore, believed that this strong-tie scenario results in a more
easily facilitated search for WOM information. Moreover, Bristor (1990) corroborated
this reasoning.

Applying the foregoing reasoning to this WOM scenario, it could be thought that
when tie strength is high, as is typically the case with members of the same family,
Receivers would be more active in seeking information from their “high-tie” Sender than
others with whom there exists a “weak-tie™ relationship. Notwithstanding, it could be
reasoned that members of the same family could know what information is required by
other members who might be in a Receiving role and thereby preclude the requirement of
actively seeking additional (WOM) information.

Therefore, in light of the above, the following hypothesis is presented:

H3: The greater the strength of the tie between the Sender and the Receiver,
the greater the WOM will be actively sought.

PERCEIVED RISK

Arndt (1967a) provided the underlying basis for this examination of risk. As
Arndt (1967a) indicated, Cunningham (1965) initially described risk in terms of two
primary components: importance and uncertainty. Although somewhat dated, his
approach to this construct serves as an initial point needed to expand this examination.

Further, notwithstanding the fact that Arndt’s examination was oriented solely to



25
products, it still provides a useful basis from which to further consider risk as it relates to
services purchase decisions.

Arndt (1967a) outlined several salient points regarding the effect of risk. He
indicated that the subject of the WOM was instrumental in the level of perceived risk.
For instance, he stated that the associated level of perceived risk with headache remedies
was higher than that associated with fabric softener and dry spaghetti. Transposing this
premise >into a services scenario, it can be surmised that since some services bear higher
levels of perceived risk, medical care would likely have higher associated risk than the
selection of a favourite restaurant, for instance.

Further, Arndt (1967a) stated that, “word of mouth activity was higher, the higher
the perceived risk” (p.31). In an effort to reduce their risk, consumers frequently attain
information via WOM regarding the product or service in question. Furthermore, Arndt
(1967b) found that people who perceive higher risk tended to more actively seck WOM
information than those who perceived risk to be lower.

Although Amdt (1967a) established the basis for examination of risk within a
WOM scenario, relatively little research has been conducted since his landmark WOM
study. Notwithstanding, however, Zeithaml and Bitner (1996) emphasized the
importance of this important construct.

Many researchers attest to the unique aspects of services, most notably Zeithaml
and Bitner (1996), who have emphasised the role of risk in the service encounter.
Specifically, the researchers indicate, that there is an apparent greater level of risk

associated with the purchase of services, primarily since services are intangible, non-
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standardized and usually sold without guarantees and warrantees. The researchers also
state that comparatively little is known about the process of service pre-purchase
information gathering as it relates to WOM. The contention that there is greater
perceived risk associated with services, as opposed to products, was further reinforced by
Murray and Schlacter (1990).

Perceived risk is a formidable force in which several strategies exist to contend
with it. Of these strategies, the seeking and attainment of WOM is salient. Murray
(1991) reported that WOM was the most important means of attaining risk-reducing
information and creates even a greater impact on consumers, largely due to clarification
and feedback opportunities. Reinforcing this was Still et al. (1984). They contend that
most existing literature reports that the influence of WOM on purchase decisions is less
dramatic in a low-risk scenario as opposed to its more influential effects in a high-risk
purchase situation.

Thus in light of the above, the following hypothesis may be considered:

H4:  The greater the perceived risk of the service, the greater the extent to
which the WOM will be actively sought by the Receiver.

SENDER’S EXPERTISE

Expertise, as described by Bristor (1990), is, “the extent to which the source is
perceived as being capable of providing correct information, and exp??tise is expected to
induce persuasion because receivers have little motivation to check the veracity of the
source’s assertions by retrieving and rehearsing their own thoughts” (p.73).

According to Alba and Hutchinson (1987), expertise is defined as, “the ability to
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perform product-related tasks successfully” (p.411). Further, the researchers use the term,
consumers’ expertise, in a very broad sense that includes both cognitive structures (eg.
beliefs about a product) and cognitive processes (eg. decision rules for acting on those
beliefs) required to perform product-related tasks successfully.

A Sender of a WOM message can be said to possess a high degree of expertise,
from the Receiver’s perspective, if by virtue of, “his or her occupation, social training, or
experience is in a unique position” (Schiffman and Kanuk, 1997, p.335). Essentially, a
Sender’s unique position facilitates high expertise.

From an intuitive perspective, it can be postulated that the Sender’s expertise
affects how actively the WOM message is sought. If the potential Receiver of the WOM
information wishes to seek information, he/she would stand to gain significantly more
from a source who is perceived as being knowledgeable in the area in which the WOM
information is being sought. This gives rise to the notion of information asymmetry.

According to the concept of information asymmetry, information is
disproportionally, or unevenly, distributed with some people possessing more than others.
Those with the least amount of information will attempt to attain needed information
from those who they perceive as possessing a greater amount of information than
themselves.

Specifically, if the Sender’s expertise is high, the Receiver, in attempting to attain
information via WOM, will likely more actively seek the information from a Sender who
is perceived as having a high level of expertise. Conversely, it can also be purported that

if the Sender’s level of expertise is perceived (by the Receiver) as being low, he/she (the
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Receiver) would be less inclined to seek information from that Sender.

The positive relation between the Sender’s expertise and the extent to which a
Receiver will actively seek WOM from that Sender, was articulated by Gilly et al. (1998).
To quote, “[Senders] who have greater expertise...will be depended on more heavily by
information [Receivers] than will less expert non-leader [Senders]” (p.85). Hence, it can
be hypothesized that Sender’s expertise and how actively sought it is, is positively linked.

In light of the above, the following hypothesis is submitted:

HS: The greater the Sender’s expertise, the greater the extent to which the

WOM will be actively sought by the Receiver.

In addition to the likely mediating role of Sender’s expertise on how WOM is
actively sought by the Receiver, another effect must be considered. Namely, the impact
that the Sender 's expertise might have on the influence of Sender’s WOM on the
Receiver s purchase decision.

If an expert Sender’s WOM is highly sought, then that WOM could reasonably be
expected to have an influential impact on the Receiver’s purchase decision. This premise
was validated by Gilly et al. (1998), when they reported strong support for the contention
that Sender’s expertise positively affects the influence that it has on the Receiver’s
purchase decision.

Mitchell and Dacin (1996), in their study on expertise, found that those persons
who were highly ranked in expertise were also likely to possess greater awareness and
knowledge regarding product alternatives available in the market. Additionally, experts

are more likely to store information about their higher level of knowledge and can infer
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performance from the information. This is useful for the Receiver in a services purchase
context where reliance upon experts’ WOM for knowledge becomes important. By
logical extension, therefore, an expert’s WOM message would have a significant impact
on the Receiver’s purchase decision.

In light of the above, therefore, it can be postulated that expertise may play a
significant role in the overall WOM process. Thus, the following hypothesis is advanced:

H6: The greater the Sender’s expertise, the greater the influence of the

Sender’s WOM on the Receiver’s purchase decision.
RECEIVER'’S EXPERTISE

The Receiver’s level of expertise could have far reaching repercussions within the
model. It could not only impact upon purchase decision, but also upon the Receiver’s
perceived risk, as well as how actively the Receiver will seek WOM information.

Research has established a relationship, within a product context, between level of
expertise and the extent to which those seeking information will engage in active search
for the target information. Thus, there exists a link between knowledge and experience
(taken as a proxy for expertise) and the search for information.

Brucks (1985) reports that a number of studies have suggested a negative
relationship between the amount of experience (as mentioned, this paper uses experience
as a proxy for expertise) of an information seeker and the degree to Wh\ich he/she
conducts an external search for information. For substantiation, Brucks cites Anderson et
al. (1979); Katona and Mueller (1955); Moore and Lehmann (1980); Newman and Staelin

(1971, 1972); and Swan (1969). In an effort to explain this, Brucks suggests several key



30
explanations. Firstly, a Receiver who possesses a high level of expertise is not in need of
additional information and therefore makes little, if any, effort to expand his/her search.
Another explanation contends that, “experienced consumers perform more efficient (thus
abbreviated) information searches because they know which attributes are the most useful
for discriminating between brands and can more quickly determine which alternatives are
inferior (p.3). Alternatively, Brucks reports that other studies (eg. Johnson and Russco
1984; Punj and Staelin 1983) have postulated that prior knowledge encourages
information search by enabling the Receiver (information seeker) to process information
in a faster and easier way than if he/she possessed little expertise. The findings, therefore,
are inconsistent regarding this relationship.

Notwithstanding this connection, however, there appears to be two principal
streams of thought regarding the directionality of the relationship. Some empirical
evidence seems to suggest a positive or curvilinear relationship between the two
constructs. On the other hand, expanding this issue, Gilly et al. (1998) points out, “the
preponderance of the evidence supports a negative relationship for information” (p.86).
Essentially then, those with high expertise who seek information are likely to engage in
less of a search than those with low product expertise (Gilly et al, 1998). This was further
substantiated by Brucks (1985).

As reported in Gilly et al. (1998), Bloch et al. (1986) determined that those who
are assumed to possess a high degree of expertise would typically devote little effort to
information search prior to purchase. The researchers suggested that this was so since

there was no need to seek additional information because the seekers already possessed
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high product knowledge. Thus, they felt little need to consuit others before making
product selection. Conversely, “consumers with less product knowledge and experience
[expertise] are more likely to doubt their own ability to make good product choices and
therefore are likely to feel compelied to ask others for product advice” (p.86).

In their research, Gilly et al. (1998) reported studies which suggest that this
relationship does exist. Specifically, Furse et al. (1984, in Gilly et al. 1998) indicated the
existence of a negative relationship between information seeking and Receiver’s
expertise. In their study on car purchasing behaviour, Furse et al. (1984) determined that
those who were less experienced were more likely to solicit the advice of others.
Conversely, those who were more experienced were not likely to rely on the expertise of
others.

Hence, in light of the foregoing explanation, the following hypothesis is theorized:

H7: The greater the Receiver’s expertise, the lesser the WOM will be actively

sought by the Receiver.

In addition, to the aforementioned likely effect, there is also a likely link between
Receiver’s expertise and Receiver’s perceived risk. Kiel and Layton (1981), based upon
their research suggested that, “those with less product experience [expertise] probably
perceive more risk and, from an information economics perspective, have the most to
gain from engaging in WOM information gathering” (in Gilly et al, 1538, p-86).

Therefore, the following hypothesis is put forth:

H8: The greater the Receiver’s expertise, the lesser the Receiver’s perceived
risk associated with the service.
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It has been suggested that one’s expertise is a force that acts to shape the results of
persuasion attempts (Friestad and Wright 1994). Further, consumers with prior
impressions of a target brand are less affected by WOM than those with little or no
previously conceived notions (Herr et al. 1991). Therefore, it can be reasoned that WOM
information’s influence on the Receiver will likely be low when the Receiver’s expertise
is high and vice versa.

The following hypothesis is therefore submitted:

H9: The greater the Receiver’s level of expertise, the lesser the influence of the
Sender’s WOM on the Receiver’s purchase decision.
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Chapter 4

RESEARCH DESIGN, METHODOLOGY AND RESULTS
Methodology

In previous chapters which have been presented, literature from the areas of
marketing, psychology and sociology have been explored resulting in the formulation of
the conceptual model in Figure 3. This model proposed that communicative forces are in
effect resulting in an impact on the overall influence of the Sender’s WOM on the
Receiver’s purchase decision.

With a view to empirically examining the conceptual model, existing measures
needed to be adapted and improved. Items based on contemporaneous scales were used
to measure the model’s constructs. Most of the scales, however, were designed for
products and not services measurement. To address this concern, scales were slightly
modified to reflect the requirement for measuring services, largely by substituting the
word “products” with “services”. Thus, measures were ameliorated and adapted to the
needs of this study. In so doing, no significant difficulty was encountered since most
products have a services component associated with them. Thus measures were
customized to the needs of this study.

This chapter will present the proposed setting for the empirical test of the model
and the results of a pretest conducted to develop and refine measures of the various
constructs of interest. Additionally, this chapter will also include a brief discussion of the

proposed methodology for the main study. Lastly, an analysis and description of salient



aspects associated with the research design, methodology and attained results will be

presented.

Proposed Research Setting and Selection of Respondents

In theory falsification contexts, Calder, Phillips and Tybout (1981) suggest that
respondents be selected from a sample which is homogeneous in non-theoretical
variables. The researchers also mention that the chosen research setting should be one
that allows “operationalization” of theoretical constructs and is free from external sources
of variation, for example, free of variation of variables not of theoretical interest. It is
reasoned that, “extraneous variation can produce spurious effects on the dependent
variable and at a minimum, inflate error variance (Cook and Campbell 1995). To the
extent that theoretically irrelevant factors are at work, significant relationships between
the phenomenon under study may be obscured and the risk of Type II error may be
increased. Insulated test settings minimize such irrelevancies” (Calder, Phillips and
Tybout 1981, p.202).

This could be achieved by using controlled laboratory settings, however, when
research involves variables which are not easily measured under such conditions, field
settings are appropriate (Calder, Phillips and Tybout 1981). This is a highly applicable
assertion within this context since valid data on WOM processes would be difficult to
obtain within a laboratory setting. Hence, a field setting is apptopriafZ

As indicated by Calder, Phillips and Tybout (1981), early empirical work can be
productively pursued on small subsets of the general population and then progressively

replicated on more diverse sub-samples over time.
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In order to minimize the effect of extraneous sources of variation, data was
collected using survey data from respondents who indicated the acquisition of one service
within a 24 month period of completing the questionnaire. This period was deemed
appropriate in an effort to also address the concemn of using retrospective data.

It was believed that empirical measurement of the proposed conceptual model
would be best facilitated by using a questionnaire format in order to attain the required
measurement information. Specifically, using retrospective data, respondents would be
asked to cast their minds back to a time when they attained information via WOM,
regarding a service that they were desirous of purchasing.

The inherent dangers of retrospective data measurement were minimized.
Subjects were selected based on the self-admission that they had (newly) arrived in their
present home location (ie., within a two-year period). The underlying premise for this
was that newly arrived persons would typically be in need of many new services and
therefore, would solicit WOM information regarding potential services and respective
providers. Thus, it is presumed that the entire WOM situation would be relatively fresh
in their minds.

The use of retrospective data was extensively used by Keaveney (1995). In her
study of service switching behaviour, she first asked respondents to indicate which of the
suggested 25 services they had purchased within the last six months. Respondents were

then asked to recall the last time that they switched service providers. Notwithstanding
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the retrospectivity of the questionnaire, problems of retrospective data were minimized
since,

The question was carefully worded to achicve several objectives: (1) It allowed respondents

to select service switching incidents of their own choosing, without constraining them to

specific industries; (2) It asked for the most recent observation to prevent respondents from

describing only the more dramatic or vivid incidents. The most recent cbservation

should be well remembered; and (3) Finally, the question gave respondents time to collect their

thoughts and to have incidents clearly in mind (Keaveney 1995, p.73).

This thesis research generally meets the aforementioned objectives that Keaveny
(1995) described. Initially, within the questionnaire, respondents were asked to selecta
service in which WOM information was attained. It was stressed that the service is one
on which information from another person was attained prior to purchasing the service.
In order to focus respondents, a list of suggested services was provided. This also served
to illustrate to respondents exactly what services are, as opposed to products.

Starting from the beginning of the questionnaire, and throughout, respondents
were reminded to use the initially identified service as a basis for all answers. By
deliberately building redundancy into the questionnaire, respondents were reminded of
this in each section of the questionnaire. Thus, reasonable assurance was attained that all
answers were related to the same situation.

A questionnaire survey was used to collect the required information and data in
order to test the hypotheses. The target participants were newly posted military members
and their dependants at Canadian Forces Base Gagetown, New Brunswick. Since the
military community is extremely transitory, with members moving on average every two

to three years, dependents must seek new service providers with each posting. This is
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especially applicable to dependents where upon arrival at a new base, services such as
medical, dental, child care, hairstylist, in addition to many others must be attained. The
military community lends itself well to empirical research since it is relatively
homogeneous in terms of demographic and lifestyle characteristics. Additionally, it is
believed that WOM forms the primary means of attaining information on services.

The main issue is, therefore, how they became aware of these service providers. It
is highly likely that WOM is the most common means of attaining the required
information. This notion was supported by Bristor (1990) who indicated that, in an effort
to save time, “a person moving to a new town may have extensive information needs and
may gather it most efficiently by asking people “where to go for....” or “what is the
best.....” In the extreme, a shortage of time may also lead to the use of word of mouth as
a substitute for external search or active decision making” (p.57).

Substantiating the claim that new arrivals within a community rely on WOM in
order to acquire information, Feldman and Spencer (1965) indicated that approximately

65 percent of new residents in a community relied on WOM to select a physician.

THE SURVEY QUESTIONNAIRE

Ultimately, the aim in conducting the measurements was to measure the
relationships between constructs within the proposed model. In order to facilitate this,
individual items were measured. Scales used to measure most of the constructs were
adapted from pre-existing scales and as mentioned, adaption primarily consisted of
amending the terminology to reflect services as opposed to products.

As seen at Appendix A, the questionnaire consisted of 10 sections: Sections A to
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J. Section A indicated the date on which the questionnaire was completed, as well as the
date that the subject arrived at his/her present location (home). This facilitated a
determination of the time lapse between arrival and completion of the questionnaire. As
mentioned, a cut-off time lapse of 24 months was used.

Section B asked the respondent to select a service on which to base all subsequent
responses.

Sections C through H measured constructs in the proposed model. Items in
Section C measured tie strength; Section D and E items measured perceived expertise of
the Sender and Receiver, respectively; Section F items measured risk; Section G
measured how actively WOM was sought; and Section H measured the ultimate
dependent variable, the influence of WOM on purchase decision. Items in Section [
measured involvement, which was not part of this study, however, data was collected for
future research.

Lastly, demographic information was collected within Section J of the
questionnaire.

In order to measure constructs within the conceptual model, existing scales were
used for all constructs with the exception of one. The constructs of tie strength, Sender's
expertise, Receiver's expertise, Receiver's perceived risk and the ultimate dependent
variable, the influence of the Sender’s WOM in the Receiver's purchase decision, were
measured using scales which were adapted from existing scales. The one and only new

scale used within this study measured the construct of how actively WOM was sought by

the Receiver.
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Scales

It is believed that the following scales capture the items in a most efficient,
reliable and valid manner. The derivation of each will be described.

Tie Strength. The construct of fie strength was measured using an adapted scale
from Frenzen and Davis (1990). In their study, the researchers investigated the concept
of market embeddedness and its impact on purchasing behaviour in a consumer market.
They measured the strength of the buyer-seller tie in an effort to determine the effect of
this tie on likelihood of purchase. They gathered data for four indicators of tie strength:
closeness, intimacy, support and association. For closeness, they used a ten-point scale,
where 10 was “extraordinary” and 1 was “not close at all”. The remaining indicators
“were based on respondents’ reported likelihood of engaging in various activities with a
respondent” (p.6). A six-point scale was used with responses ranging from 5 meaning
“very likely” to 0 meaning “I don’t know this person”. The researchers then summed the
four indicators to form a 25 point composite tie strength measure.

This thesis uses the same interpretations for the items that Frenzen and Davis
(1990) used for their study. Closeness was interpreted as the respondents’ reported
relationship to the target individual. Intimacy was measured as, “the likelihood of sharing
a personal confidence with a target individual” (p.6). Support was measured as, “a
respondent’s reported likelihood of extending everyday (as opposed t.o\emergency)
assistance to a target individual” (p.6). Association “was measured by a respondent’s

professed likelihood of spending a free afternoon with a target individual” (p.6).



The researchers reported reliability estimates as being most acceptable.
Cronbach’s Alpha for the tie strength composite was reported to be 0.93 for both the pre
and post-party samples. They also stated that the test-retest comrelation coefficient was
0.91 after a three-week interval between pre and post-party observations.

Within the questionnaire used in this thesis, Section C consists of the tie strength
measure. Slight modifications were made to Frenzen and Davis’ (1990) scales in order to
adapt it to a WOM scenario within a services context. All items were formulated using a
seven point scale. Closeness was measured at item C1 on the questionnaire, using the
anchors of “1 = not close at all” and “7 = extraordinarily close”. The anchors of intimacy,
support and association were measured at C2, C3 and C4, respectively, in the
questionnaire and were anchored as, “1 = very unlikely” and “7 = very likely™.

Sender’s Expertise. The construct of Sender s expertise was measured using
scales adopted from Netemeyer and Bearden (1992). These researchers conducted an
investigation into the effects of experimental manipulations of constructs within two
models of reasoned action used to predict behavioural intentions toward marketing- and
consumer-related behaviours. The expertise scale was used to provide evidence that
successful manipulation had occurred.

The researchers used a five-item, seven point semantic differential to measure a
consumer’s assessment of a specified person’s knowledge and competency as a source of
information about a particular product. Reliability of the scales was reported as being
very good with alphas of 0.94 and 0.91 for the two models of behavioural intention that

were tested.
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The items used by these-researchers were easily adapted to a WOM scenario
within a services purchase context. The anchors of Anowledgeable, competent, expert,
trained and experienced as related to the Receiver’s perceptions about the Sender, are
indicated within Section D of the questionnaire at items D1a, D1b, Dlc, D1d and Dle.
Under this section, respondents are asked to relate their opinions to the request to rate the
Sender in terms of each of the items. Again, as in the originally designed scale, a seven-
point scale was used.

Receiver’s Expertise. The construct of Receiver’s expertise was measured using
an adapted scale form Mishra, Umesh and Stem (1993). In their study, the researchers
investigated the attraction effect within a context of product purchase selection. In their
model, the construct of expertise was measured using a four-item, seven point semantic
differential scale designed to measure the degree of knowledge and experience that a
subject reported to have had about a specific product class. For all three product classes,
the researchers reported alphas of 0.90.

Section E of the questionnaire seeked to measure the construct of Receiver 's
expertise. In order to orient the scale to services requirements, slight modification was
required where the initial question asked participants to rate their own expertise regarding
their selected service at the time of receipt of the WOM message. The same items as
used in the source study was used in the questionnaire. Using the seven-point scale,
anchors used were: knew very little/much about it, inexperienced/experienced,

uninformed/informed and novice/expert buyer at items Ela, E1b, Elc and E1d,

respectively.



42

Receiver’s Perceived Risk. The construct of Receiver’s perceived risk was
measured using an adapted scale from Murray and Schlacter (1990). The researchers
examined differences in perceived risk and variability between goods and services. In
their study the researchers constructed six fixed interval scales, each with seven points
anchored by low loss to high loss. Overall perceived risk scores were summed across
each of the six loss dimensions for each respondent as a function of each product type
which was rated. As indicated in the study, questions were oriented towards the
components of financial, performance, physical, psychological, social and convenience
loss. All of the scales were designed for services applications. The overall mean of 0.877
was reported as the internal consistency (alpha) of perceived risk. This was deemed as
being acceptable for use in this thesis.

Actual questions used for each dimension were not indicated within the Murray
and Schlacter (1990) study although, as the authors mentioned, they used the stated
hypotheses as a basis for question formulation. Therefore, questions for the thesis
questionnaire were likewise formulated using the stated hypotheses in the Murray and
Schlacter (1990) study as a basis.

Section F in the thesis questionnaire, captured the measurement of the perceived
risk construct. Seven items, each with a seven-point scale were used. Each was anchored
by not risky at all and extremely risky. The questionnaire dimensions of financial,
performance, physical, psychological, social, convenience, and overall risk were indicated
at items F1, F2, F3, F4, FS, F6 and F7, respectively.

WOM Actively Sought by Receiver. As was previously mentioned, a unique
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characteristic of this thesis is the measurement of how actively the Receiver sought WOM
information. As a result of this unique characteristic, there is no measure of this construct
in the literature. Indeed, no known previous researchers have pursued an examination of
this construct. Hence, no established scale exists. In an effort to measure this construct,
two questions were developed.

The construct was measured in Section G of the questionnaire by simply asking
the participant to indicate the degree to which he/she agreed with two statements at G1
and G2. The first statement related to the receiver explicitly requesting information from
the Sender of the WOM message. The second statement reflected the number of attempts
that the Receiver made while trying to gather information from the Sender of the WOM
message. It was believed that making numerous attempts to gather information is
indicative of an active search for information.

Influence of Sender’s WOM on the Receiver’s Purchase Decision. The
ultimate dependent variable is the Influence of Sender’'s WOM on the Receiver’s
Purchase Decision. The Gilley et al. (1998) study provided scales for measurement of
this construct. In their study, the researchers examined WOM within a dyadic framework
where perceptions of both the information seeker and the source were obtained.
Furthermore, they investigated WOM, within a product purchase scenario, by examining
several constructs which comprised a proposed conceptual model. -

Gilley et al. (1998) used a ten item influence measure in their study. When the
source of the WOM information reported his/her perceptions, Cronbach’s alpha score was

0.90 and when the seeker rated his/her perceptions, it was 0.88.



The aforementioned measure was modified for this thesis. Instead of using the
entire ten items of the measure, eight were used; two were deleted for reasons of
applicability. It was believed that the last two items, in light of the fact that the thesis is
using retrospective data, did not apply to the services context which was being examined
within the thesis. In the Gilly study, the question was asked if the person would have any
influence on the product/service and how much influence the person would have on the
brand/provider of the product/service that was purchased.

In the thesis questionnaire, Section H measured this construct by using eight
items per the Gilley et al. (1998) study. A seven point scale anchored by strongly
disagree and strongly agree was used. Items H1, H2, H3, H4, HS, H6, H7 and HS
measured items related to this construct.

Involvement. As seen in the questionnaire, the construct of involvement was
measured. This was included for the aim of gathering data for possible related research

for future use. Hence, this construct will not be further discussed.

PRETEST STUDY

Prior to administering the questionnaire in the main study, a pilot study was
conducted, the aim of which was to test and validate scales. The questionnaire is
presented as Appendix A.

A pre-test was conducted on 29 October 1998 at the Univetsit; of New
Brunswick. Subjects were second and third year undergraduates in three business classes.

No incentives were offered to the subjects in return for their participation. Hence,
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subjects’ participation was completely voluntary.
Of the 88 questionnaires that were distributed, 6 were discarded because they
were not entirely completed (entire sections were omitted). Therefore, the total number

of usable questionnaires was 82.

Psychometric Properties of the Pretest Scales

As previously indicated, all but one of the scales were extensively tested and
documented in the literature. These scales were found to be reliable in earlier studies.
Reliability analysis for the employed scales were indicated in the aforementioned
description under the sub-heading of “Scales.” The reliability of all the scales were
adequate since they fully met Nunnally’s (1978) standard (alphas should be greater than
0.7).

Statistical analysis was completed upon the pretest results. Initially, SPSS was
used in order to primarily calculate reliability analysis (Cronbach’s alphas: reliability
coefficients) in addition to basic statistical trends.

Internal consistency of the measure was attained by Cronbach’s alpha. A

summary of key statistical results as calculated by SPSS is as follows:

Item
LDocription
Relationship with
Sender

c2 Likelihood of sharinga | 4.9634 1.5748
personal confidence

Tie Streagth | -, Likelihood of extending | 4.8537 1.7006 0.8982
a everyday assistance )




52073

5.1707

3.9146

3.3780

4.7927

3.9756

3.9878

2.5976

3.3659

29512

1.9878

24634

Social harm

1.9268

Overall risk

2.5000

Explicit request

4.1481

Number of attempts
made

3.4568

Influence of
Sender’s
WOM

Little new info given

4.6585

Significant influence

4.8902

Mention of helpful
things

5.1463

Provided different ideas

4.3415

Mind was not changed

4.7927
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Cosstruet Item Item Mean Standard Alphs
__Description Deviation
H6 Really helped 5.1098 1257
H7 Influence in service 4.7683 1.3361
HS8 Influence on features 42195 1.5318

Table 1. Summary of pre-test preliminary statistical analysis.

Conclusions From Pretest
Based on the foregoing, in light of the high reliabilities (all alpha values exceed
0.70), no amendments were made to the questionnaire. Hence, the questionnaire, in its

originally configured form was used for the main study.

MAIN STUDY

On 12 November 1998, the questionnaires were distributed to all units located at
Canadian Forces Base Gagetown, New Brunswick. By 17 December 1998, all
questionnaires which had been completed were returned and preliminary statistical review
was initiated. No discernment among the respondents was made on the basis of rank,
experience, position, etc. Participation was completely voluntary and responses were
strictly confidential.

The total number of survey questionnaires which were distributed was 450.
Returned, were 176 forms, of which 165 were usable. Discarded, were 11 forms, for two
main reasons: (1) lack of completion (major sections not completed); and (2) obvious
misunderstanding as evidenced by respondents’ indicating either product purchase vice

the required service purchase, or numerous service choices instead of only one.
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In an effort to reduce the impact of problems associated with retrospective data, a
cut-off point of 24 months between arrival at the new geographic location of residence
and completing the questionnaire was used. Hence, the remaining 113 questionnaires

were used as the data set for statistical analysis.

Demographics of Data Set
Of the 113 questionnaire that were used, 80.5 percent were male and 19.5 percent
were female. Respondents were aged from 21 to 53 years old with the mean being 35.6

years and 40 years being the highest frequency.

Reported education levels were as follows:

Highest Attained Education Frequescy Percent
Did not complete high school 13 115
High school graduate 55 48.7
Technical or community college 21 18.6
graduate
Undergraduate university degree 19 16.8
Post-graduste degree 4 3.5
Missing 1 0.9

Table 2. Respondents’ education levels.



The respondents’ personal income brackets were as follows:

Income Bracket Freguency Percent
Less than $20,000 7 62
$20,000 - $39,999 42 372
$40,000 - $59,999 50 42
$60,000 - $80,000 10 8.8
Above $80,000 0 0
Missing 4 35

Table 3. Respondents’ personal income brackets.

Household income brackets were as follows:

Income Bracket Frequency Percent
Less than $20,000 4 35
$20,000 - $39,999 27 239
$40,000 - $59,999 43 38.1
$60,000 - $80,000 20 17.7
$80,000 - $99,999 11 9.7
Above $100,000 4 35
Missing 4 35

Table 4. Respondents’ household income levels.

Measurement Model

A three-stage analytical process was applied to the measurement model. Firstly,
exploratory factor analysis (principal component analysis and reliability analysis) using
SPSS 8.0 for Windows was completed in order to refine scales. Secondly, scales which
were obtained (and items which were retained) as a result of the first stage analysis were

subjected to confirmatory factor analysis. This was completed using LISRELS to assess

49
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convergent validity, error variance and internal consistency. Thirdly, path analysis was

used to estimate the causal paths of the model.

Stage 1 - Exploratory Analysis

All 30 items measuring six constructs from the pretest were retained for this
(initial) stage of the analysis. Preliminary psychometric analysis was performed on the
scales using SPSS for Windows. A summary of the results is contained in Table S below.

Tie Strength. For the tie strength scale, an alpha of 0.8657 was obtained. Items
C1, C2, C3 and C4 were the relevant measures. Since the deletion of any of the items
would not enhance the reliability (that is, increase the alpha), all items were retained for
stage two of the analysis.

Sender’s Expertise. For the Sender’s Expertise scale, an alpha of 0.9132 was
attained. Items Dl1a, D1b, Dlc, D1d and D1e were the relevant measures. Since the
deletion of any of the items would not enhance the reliability (that is, increase the alpha),
all items were retained for stage two of the analysis.

Receiver’s Expertise. For the scale Receiver's Expertise, an alpha of 0.9298 was
obtained. Items Ela, E1b, Elc and E1d were relevant measures. Although deleting Item
Eld would have raised the Alpha to 0.9360, it was decided, in light of the relatively small
increase, to allow this item to remain for the subsequent confirmatory internal reliability

analysis in stage two (using LISREL). Therefore, all items for the scale were retained for

stage two of the analysis.
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Risk. For the Receiver’s Perceived Risk scale, an alpha of 0.6903 was attained.
Items F1, F2, F3, F4, FS and F6. Item F7, which was included in the battery of items for
this construct, was not included in the analysis since it measured overall perceived risk.
Overall risk was deemed to be an all-encompassing item which essentially served to
measure, in an inclusive fashion, all elements of the previous items.

Additionally, factor analysis for six items was conducted on this construct; two
factors resulted. Items F1, F2 and F3 loaded heavily on one factor. Item F4 loaded
lightly and evenly on both factors. Items FS and Fé loaded heavily on the second factor.
Considering this loading configuration, no meaningful interpretation of factors could be
attained. In light of these resuits, and also considering the relatively low alpha of 0.6903,
it was decided to retain item F7 and use it as a separate factor unto itself. Hence, item
F7, overall perceived risk, was used as the sole item for measuring the construct of risk in
subsequent stages of the analysis.

WOM Actively Sought. For the WOM Actively Sought by Receiver scale, an
alpha of 0.6348 was attained. Items G1 and G2 were the relevant measures. This low
measure of reliability for the scale was likely due to several reasons. The scale which was
used, was not one which was previously developed and tested in other studies. The two-
item scale was formulated based on intuitive reasoning and therefore the question of how
explicitly the Receiver requested the WOM information from the Sender was asked in
item G1. Additionally, in item G2, the Receiver was asked to indicate whether he/she

had made numerous attempts to gather the information from the Sender.
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In light of the aforementioned concerns, it was decided that the second item, G2,
should be deleted from subsequent analytical consideration. This decision was based on
the premise that the frequency of attempts, taken alone, might not be a true measure of
how actively WOM information is sought. In order for this item to be accepted, it was
believed that additional items indicating how actively sought the WOM information is
would have to be included. Thus, the one remaining item, G1, was retained for
subsequent analysis.

Influence of Sender’s WOM. For the Influence of Sender’s WOM on the
Receiver’s Purchase Decision scale, and alpha of 0.7626 was attained. Eight items, H1
through H8, were used to measure the construct. Items H1 and HS were reverse coded
for the analysis since the questions were negatively worded. By deleting item H1 from
analysis, the reliability measure could be increased to 0.7992. Moreover, deleting item
HS could increase the alpha to 0.7787. The lack of reliability could be due to
directionality of wording. Since negatively worded items may produce confounding
results in long questionnaires (Carman 1990), items H1 and HS were deleted. Therefore,
items H2, H3, H4, H6, H7 and H8 were retained for stage two of the analysis.

The foregoing discussion regarding reliability analysis, in addition to some salient
statistical measures, is summarized in the following table. It should be noted that the
indicated reliability measures are the initially attained ones and not the-improved alphas

which could be attained by deleting specific items.
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| Tie Strength

Relationship with
Sender

1.4801

Likelihood of
sharing a personal
confidence

1.7871

Likelihood of
extending a
everyday
assistance

Likelihood of
spending free time
together

Knowledgeable

49115

Competent

4.7514

Expert

4.0897

Trained

3.5990

Experienced

4.4690

0.9132

3.9381

3.7699

39115

3.8853
2.6549

3.3274

2.8053

2.0973

1.9027

1.5575

4.3009




Mention of helpful
things

Provided different
ideas

changed

Influence in
service

5 A summary of sdiﬁeasm attained from Stage 1 analysis.
Stage 2 - Confirmatory Analysis: Internal Consistency of the Scales

Confirmatory factor analysis was performed on the scales involving the measures
that were retained for analysis after exploratory examination in Section 1. The
confirmatory factor analysis was conducted using LISRES (Joreskog and Sorbom 1993).
For the assessment of the model, multiple fit indices are reported. The traditional i is
reported. Five additional fit indices are also reported: i’/df (Chi-square/Degrees of
Freedom) (Wheaton et al. 1977); AGFI (Adjusted Goodness of Fit Index) (Joreskog and

Sorbom1993); RNI' (Relative Non-Centrality Index) (McDonald and Marsh 1990);

'RNI = (G0Nt motet = Bt niosed) = (Caimaset iodet ~ At siomaned Motat)] 4 ( SVVEY | S
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RMSEA (Root Mean Square Error of Approximation) (Steiger 1990); and CFI
(Comparative Fit Index) (Bentler 1990).

Acceptable model fits are indicated by the values of ¥*/df below 5.00, AGFI
exceeding 0.80 (Taylor and Todd 1995), RNI values exceeding 0.90 (Marsh 1994), CFI
values exceeding 0.90, and the RMSEA values below 0.10 with values less than 0.80
suggesting an adequate fit (Browne and Cudeck 1993). Standardized data was used for
all subsequent analysis. Standardization of data is desirable when several variables are
being used in an analysis because the measures may be sensitive to differing scales
(although all scales were 7-point within the study). The process of standardization
“eliminates the bias introduced by the difference in the scales of the several attributes of
variables used on the analysis™ (Hair et al. 1995, p.435).

Overall, the fit indices indicate that the model was reasonably consistent with the
data, with all the fit indices close to, or better than, the recommended values [ = 296.39
(p>0.05), df = 146, y/df = 2.03, AGFI = 0.73, RNI = 0.89, CFI = 0.89, and RMSEA =
0.096]. The model accounts for 34% of the variance in the dependent variable.

To further assess the validity of the measures, Bollen (1989) suggested a scrutiny
of factor loadings as well as the squared multiple correlations between the items and the
constructs. Factor loadings (1) of 0.60 are generally considered the minimal level at
which convergent validity could be suggested (Bagozzi and Yi 1988). For the squared

multiple correlations (R?), values above 0.40 are suggestive of a substantial shared
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variance with their hypothesised constructs (Taylor and Todd 1995). In addition to
assessing validity of the measures, internal consistency measures (Fornell and Larkker
1981) were calculated for each scale/construct with loadings obtained from the
confirmatory factor analysis.

Internal consistency was calculated using the following:

Internal Consistency = (ZA)*/ {(ZA,)*+ EVar(g)], where Var(e) = 1- A,/

Table 6 below provides a summary of the factor loadings and the squared multiple

correlations for individual items, together with the internal consistency measures for each

Interual Item Factor Loading
Q)
Cl 0.71
2 0.75
C3 0.74
C4 0.89
Dla 0.90
| Sender’s Expertise | 0.91 Di1b 0.93
Dic 091
D1d 0.74
Dle 0.82 ]
Ela 0.93
: g:;:i:t:;s 093 Elb 0.94
Elc 0.87
Eld 0.81
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Construct Internsi Item Eactor Leading
Consistency
Risk N/A F7 Single item measure
WOM actively N/A Gl Single item measure
sought
H2 0.78 0.63
H3 0.86 0.68
Influence of WOM | 0.85 H4* 023 0.052
H6 0.92 0.78
H7 0.72 0.52
H8* 0.58 0.35

Table 6. A summary of salient features of Stage 2 analysis. Items below the accepted
minimum levels are indicated by an asterisk (*).

As mentioned, items with factor loadings of 0.60 and squared multiple
correlations of 0.40 are considered the minimum acceptable values and those items which
have lower values than these are likely candidates for deletion.

All measures with the exception of items H4 and H8 for the Influence of WOM
scale (as indicated by ® in Table 6 above), exhibited substantive convergent validity with
their respective constructs. Since items H4 and H8 did not meet the minimal criteria for
the convergent validity based on its factor loadings and the squared multiple correlation,
they were deleted from the Influence of WOM scale for Stage 3 of the analysis. Results
from Table 6 are also conclusive of scales/constructs that are adequately internally
consistent. Table 5, above, contains the descriptive statistics mean and standard

deviation for the summated scales.
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Stage 3 - Path Analysis
Structural Models

Hypothesized paths in each model were tested using LISRELS (Joreskog and
Sorbom 1993) with maximum likelihood (ML) estimation. For the model, overall fit,
predictive power and the significance of the paths were considered. R?for each
dependent construct was examined to assess explanatory power, and the significance of
individual paths was assessed. In conducting the analysis, all hypothesized paths were

estimated.
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The following diagram (Figure 4) indicates the path loadings in addition to

t-values for each path.
Receiver’s
2 “
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3 ¢
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Figure 4. Results of path analysis indicating path loading and t-values. One asterisk (*)
denotes significance at the 0.05 level, and two asterisks (**) denotes significance at the
0.10 level. T-values are in parenthesis.



Summary of Results

Hypothesis _Description Validation Resuit

H1 The greater the extent to which the WOM is actively Supported at the 95% level
sought by the Receiver, the greater the influence of the of confidence (a = 0.05).
Sender’s WOM on the Receiver’s purchase decision.

H2 The greater the strength of the tie between the Sender Supported at the 90 % level
and the Receiver, the greater the influence of the of confidence (a = 0.10).
Sender’s WOM on the Receiver’s purchase decision.

H3 The grester the strength of the tie between the Sender Supported at the 90 % level
and the Receiver, the greater the WOM will be actively | of confidence (a = 0.10).
sought.

H4 The greater the perceived risk of the service, the greater | Supported at the 95% level
the extent to which the WOM will be actively sought by | of confidence (a = 0.05).
the Receiver.

HS The grester the Sender’s expertise, the greater the extent | Supported at the 90 % level
to which the WOM will be actively sought by the of confidence (a =0.10).
Receiver.

H6 The greater the Sender’s expertise, the greater the Supported at the 95% level
influence of the Sender’s WOM on the Receiver’s of confidence (a = 0.05).
purchase decision.

H? The greater the Receiver’s expertise, the lesser the Not supported.

WOM will be actively sought by the Receiver

HS The greater the Receiver’s expertise, the lesser the Supported at the 95% level
Receiver’s perceived risk associsted with the service. of confidence (@ =0.05).

H9 ﬁlemmekeceive’slevelofatpuﬁse,melasu Not supported.

the Influence of the Sender’s WOM on the Receiver’s
decision.

Table 7. Summary of the hypotheses for the structural part of the model.
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Chapter §
DISCUSSION

Each of the hypotheses will be discussed per the validation results as indicated
above in Table 7.

Hypothesis 1. This hypothesis predicted that the greater the extent to which the
WOM is actively sought by the Receiver, the greater the influence of the Sender’s WOM
on the Receiver’s purchase decision. The results were in complete accordance with
expectations. As seen in Figure 4, an extremely strong relationship was found between
the two constructs at the 0.05 level.

Hypothesis 2. According to this hypothesis, it was expected that strong ties
between the Sender and the Receiver would be more likely than weak ties to influence of
the Sender’s WOM on the Receiver’s purchase decision. It was determined that this
relatioxiship does exist at the 10% level.

Hypothesis 3. It was expected that the extent to which WOM information is
actively sought by the Receiver would increase as the tie strength between the Sender and
the Receiver increases. In accordance with this expectation, the relationship was found to
exist. A positive relationship which is significant at the 0.10 level of significance was
attained.

Therefore a moderately positive relationship was determined. The higher the tie
strength, the more the WOM would actively be sought. This result can be interpreted to
mean that people (Receivers) more actively seek WOM information from others

(Senders) with whom they have a relationship of some degree. That is, when people
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engage in active search for WOM, they would likely seek this information from those in
which a tie connection exists.

Hypothesis 4. This hypothesis predicated that the greater the perceived risk of
the service, the greater the extent to which the WOM will be actively sought by the
Receiver. This relationship was substantiated at the 0.05 level.

Hypothesis 5. The hypothesis proposed that the greater the Sender’s expertise,
the greater the extent to which the WOM will be actively sought by the Receiver. This
relationship was found to exist at the 0.10 level of significance.

Hypothesis 6. It was expected that the greater the Sender’s expertise, the greater
the influence of the Sender’s WOM on the Receiver’s purchase decision. This
relationship was determined to be very strong at the 0.05 level of significance.

Hypothesis 7. This hypothesis predicated that the greater the Receivers level of
expertise, the lesser the extent to which WOM would be actively sought. Contrary to
expectations, analysis indicated that there is a strong positive relationship between these
two variables.

As was previously mentioned, there is a body of literature that postulates a
positive relationship between knowledge (applied in this context to be a proxy for
expertise) and the search for additional information regarding the product or service
(Brucks 1985). Some of these studies purport that prior knowledge acts to encourage
information search by facilitating the processing of new information (Punj and Staelin
1983). As Brucks (1983) indicates, “knowledge also helps the individual evaluate

responses to questions, thus reducing the cognitive cost of using information and
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increasing the benefit of obtaining it, leading to greater search with increased results.
Such a hypothesis may explain the results of studies that have found a positive
relationship between experience and amount of search” (p.3).

The level of search tends to be greatest among those consumers who are
moderately knowledgeable about the product (or service) and least among consumers
who are either extremely knowledgeable or, at the opposite extreme not at all
knowledgeable. Hence, studies have resulted in the formulation of an inverted U-shaped
relationship between knowledge an how actively information is sought (Bettman and Park

1980).

of

Level of Receiver's Expertise

Figure S. An inverted U shaped diagram indicating that active search for information is
greatest when the Receiver’s expertise is rated as being moderate and ieast when
expertise is either high or low.
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In order to determine if this occurrence is at play within this study, the mean of
the responses of Receiver’s expertise must be examined. Since the mean is 3.88, which
falls in the middle of the scale of 1 to 7, it can be observed that respondents within the
survey rated themselves as moderately knowledgeable. It can be theorized, therefore, that
it is this U-shaped relationship that is representative of the existing situation within this
study. It is for this reason that results indicate a positive relationship between the
variables: Receiver's expertise and WOM actively sought by Receiver.

Hypothesis 8. According to this hypothesis, the greater the Receiver’s expertise,
the lesser the Receiver’s perceived risk associated with the service. This relationship was
found to exist at the 0.05 level of significance.

Hypothesis 9. This hypothesis supposed that the greater the Receiver’s level of
expertise, the lesser the influence of the Sender’s WOM on the Receiver’s purchase
decision. Contrary to the expectation, however, the relationship was found to be
extremely weak and therefore, not statistically significant. The directionality, however,

was in accordance with the hypothesis.

Summarizing Conclusions Regarding Interpersonal Variables

Recall that the interpersonal variables in the conceptual model are tie strength and
the extent to which WOM is actively sought. The findings of this study suggest that
when WOM information is actively sought, it will have a greater inﬂEncc on the
Receiver’s purchase decision than if it was not actively sought. The results also suggest
that when the tic between the Sender and the Receiver is strong, the WOM information

will have a significant influence on the Receiver’s purchase decision. Also, statistical
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support indicating that tic strength is directly related to how actively the WOM
information is sought was attained. Results indicate low strength (at the 10% level of

significance) for a positive relationship between the two constructs.

Summarizing Conclusions Regarding Non-interpersonal Variables

The non-interpersonal variables within the conceptual model include Receiver’s
expertise, Sender’s expertise and risk. The findings indicate that there exists a very
strong positive relationship between Receiver’s expertise and the degree of search for
WOM. This relationship was attained since the majority of respondents indicated that
they possessed moderate levels of expertise regarding the service being considered.

Receiver’s expertise was also found to be a significant indicator of the amount of
risk that he or she will perceive. The higher the expertise, the lower the risk. Expertise
can be thought to decrease the perceived risk since the more that someone is
knowledgeable or possesses experience, the less risk will be perceived. Additionally, the
greater that risk is perceived, the more that WOM will be actively sought. People
actively seek WOM information in an effort to reduce associated perceived risk.

Sender’s expertise was found to be a very strong indicator of the influence on the
Sender’s WOM on the Receiver’s purchase decision, where a significant positive
relationship exists between the two constructs. When a Sender is perceived to possess a
high level of expertise, the Receiver will likely attend extremely closely to the incoming
WOM information. Additionally, since the Sender is perceived as being knowledgeable,
there is motivation for the Receiver to actively seek information from the knowledgeable

Sender. The attainment of information can be considered as being a motivating force for



the active search for WOM information from the expert Sender.

Summary of Measurements and Salient Analytical Resulits

In total 450 survey questionnaires were distributed. Returned, were 176 forms, of
which 165 were usable. Those which were discarded were done so for two main reasons:
incomplete, where entire sections were not completed; and erroneous information
provided, where the respondent indicated product purchase vice the required services or
indicated numerous choices instead of only one. In an effort to reduce the impact of
problems associated with retrospective data, a cut-off point of 24 months was used. A
three-step analytical process was then conducted on the remaining data set.

In summary, the following results transpired as a result of the foregoing analysis:

a. Stage 1: Following analysis using SPSS, items H1 and HS were deleted from
further consideration based on the desire to increase internal consistency
measured by Cronbach’s alpha. Based on factor analysis, only item F7 was
retained from Section F for subsequent analysis. Also, item G2 was deleted
from further consideration since it was deemed that adequate measurement of

the construct could occur without this item;

b. Stage 2: Confirmatory internal reliability was conducted using LISRELS. In
an effort to meet the established minimum values for eer and

overall fit (3>0.6 and R?>0.4), items H4 and H8 were deleted; and
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c. Stage 3: Path analysis resulted in a determination of the respective loading on
each path of the model. Accordingly, hypotheses were cither validated where

a statistically significant relationship existed or no relationship between sets of

constructs existed.

As a result of the aforementioned analysis, hypotheses H7 and H9 were not
validated and therefore did not result as originally postulated. Reasons for these

discrepancies were explainable and were addressed above.

Managerial Considerations

It is imperative to realize that every business stimulates WOM, whether it is
intentional or not. The customer ultimately has the “last word.” In light of this, it is
crucial that the customer be kept happy so that two principal occurrences are facilitated.
Firstly, that no negative WOM is generated. Secondly, hopefully, positive WOM is
created. Ultimately, therefore, businesses must do whatever it takes to keep the customer
happy. Business people must also realize that they can do much to influence WOM by
providing very good service (in accordance with the desires of the customers); effectively
practise relationship marketing and ensure all activities are “client-centred.”

In order to directly apply the conceptual model to managerial applications, a
segmented approach should be used. Consider, for example, the relationship uncovered
within this research which indicated the existence of a strong positive relationship
between the extent to which WOM is actively sought and Receiver’s expertise. Using this

relationship as a basis and capitalising on it, marketers could aim at stimulating the
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transmission of positive WOM by attempting to stimulate the Receiver (seeker of WOM)
to actively seek WOM information on the desired service. A multi-staged framework
could be used for this purpose.

A multi-staged framework could consist of initially attempting to stimulate a need
or desire to attain information on the particular service. Secondly, using the
aforementioned “inverted U relationship” (between search activity and expertise), an
advertising campaign could seek to “move” potential customers into the “moderate”
range of expertise. Per the inverted U relationship, these customers could be expected to
very actively seek the required information. Thus, the amount of search activity would be
maximized. Thirdly, a likely source for the information could be suggested such as, “ask
a friend” or mention an objective third party source such as Consumer Reports. Emphasis
should be on providing the source which would likely provide the desired (most
favourable) information. Lastly, since the information is highly sought, it would likely
have a significant influence on the purchase intention of the Receiver. Dangers do exist
in the above framework. For instance, negative WOM could have a detrimental effect on
the actual likelihood of purchase.

For marketers, the thesis’ findings suggest that in an effort to initiate a WOM
message and increase its effectiveness, an attempt should be made to explicitly focus on
tie strength perceptions between the Sender and the Receiver in their target audience. For
example, if a long distance telephone service company wished to capitalise on the
benefits of WOM amongst a student audience, their promotional efforts would not only

reflect the attributes of the service, but also suggest potential consumers from whom
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information regarding the service could be sought. In this situation, information seeking
could be focussed on other student customers (as opposed to non-student customers) who
are considered “friends™. Suggestions to seek information from “friends” may make the
construct of tie strength salient in the decision making process of these potential
customers. Hence, not only do such messages suggest that Receivers actively seek
information, but also suggest that this information should be sought from “friends” or
Senders with whom the Receiver is likely to have a high tie strength. Business and other
networks are very powerful sources of information for certain groups for example,
women business owners.

WOM has direct implications on advertising. Day (1971) made a connection
between WOM and advertising by attesting to the notion that positive WOM is the
ultimate product success factor. Bristor (1990) also indicated that most marketers
contend that when positive WOM is strong, the need for advertising is reduced.
Moreover, she mentioned that influences over cognition and affect which precede
behaviour, might explain the differences between advertising and WOM. Further, as
Murray (1991) indicated, “knowledge of information acquisition strategies is vital to both
marketing managers and scholars because [the] information search [process] is an early
influential stage in the purchase decision process” (p.10-11).

Managers, marketers and all business people must appreciate the power of WOM.
Still et al. (1984) state that, “if WOM is a major influence for large numbers of potential
buyers, the need is for one kind of strategy and advertising approach....formulators of
market strategy should keep in mind that extent to which WOM communications
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influence buying actions by members of target market segments™ (p. 335).

As indicated by Arndt (1967a), “perhaps the main concemn of the marketing
practitioner is how to stimulate people to speak favourably of his [or her] products [or
services]. In other words, he [or she] is interested in the relationship between certain
marketing mix “inputs” and the output, which in this case would be word of mouth
actively” (p.67). Additionally, he highlighted several key principles which might
stimulate favourable WOM. These principles, he identified as: making sure that
prospective communicators understand the intended message; help them to put their
experience into words; and be sure that they use words which have favourable
connotations.

Marketers who are involved in the formulation of an integrated market
communications plan, especially for services, would be particularly interested in
developing a WOM communications network. One means by which this could be
achieved is by providing incentives for those who refer another to the desired and
rewarded service. Community events, for example, frequently rely on WOM for
publicity. In both cases, the development of positive WOM is the desired effect.

WOM is of tremendous importance to marketers bearing in mind that the success
of some advertising campaigns directly relies on the generation of WOM. Therefore, they
accordingly succeed or fail primarily due to the attainment or defeat of WOM support
(Still et al, 1984).

WOM is a very effective medium as well as being invisible and distinct from

other marketing tools, hinging on dispersal from one person to another (usually), free
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(unlike testimonials), poorly understood and requiring no special personal talent. The
feature that WOM is free has potential benefit for some industries, especially since there
is often an inverse relationship between the availability of advertising funds and the
reliance on WOM.

WOM is a highly influential source in determining expected service, which in tum
is a key element of perceived service quality (Webster 1991). Also, WOM was
determined to have the strongest impact on quality expectations followed by past personal
experience and lastly by advertising and sales promotion. This contention was further
substantiated by Zeithaml et al. (1993), when it was reported that WOM was not only
important in informing and persuading consumers about a product of service, but it also
acted to actually shape consumer expectations, particularly for professional services such
as medical and dental.

The study of WOM is particularly important for those services that rely upon
WOM to a greater extent than those that do not. In particular, this applies to services that
are difficult to evaluate before purchase of them as well as prior to when direct
experience can be realized (Zeithaml and Bitner, 1996). Medical and dental care are
examples of such services.

The potential impact of WOM is often overlooked and repeatedly underestimated
by small businesses. Frequently, for instance, customers who are dissatisfied for
whatever reason, request that their money be returned subsequent to making a purchase.
Often this is denied leading to intense customer dissatisfaction and likely a resultant

failure of return business. In this scenario, the business owner, or manager, fails to
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realize that, had he or she absorbed the cost of the return item, which in turn would have
led to customer satisfaction and likely generated significant positive WOM. The value of
this WOM would have greatly exceeded the incurred cost of retumning the item. A
dissatisfied customer would generate much negative WOM and thus, potentially, result in
a loss of business. As Wilson (1991) states, “the rule of 3-33. For every three people
willing to tell a positive story about an experience with your company, there are 33 others
who will tell a horror story” (p.22). It therefore behoves businesses to strive to keep
customers happy in an effort to stimulate positive WOM.

Satisfied and loyal customers are likely to spread positive WOM about a service
in which they have engaged in. As was mentioned, this form of communication can be
considerably more effective than paid advertising. Using this type of communication has
a key benefit for the company of attracting new customers in a very inexpensive manner
(Zeithaml and Bitner, 1996).

Industries use WOM for a variety of different reasons. The foregoing research has
significant implications, not only to the academic community, but also to professions
where WOM marketing is the primary means of advertising and referral. For example,
within the medical, dental and legal professions, WOM is the major mechanism by which
new business and new clients are attained.

Within 2 WOM environment, marketers would be greatly aided by an appreciation
and an understanding of the inner workings and relationships between the constructs of
Receiver’s and Sender’s expertise, Receiver’s perceived risk, tie strength and the extent

to which WOM is actively sought by the Receiver, in relation to their effects on the
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influence of the Sender's WOM on the Receiver’s purchase decision.

Should WOM be stimulated by astute marketers, in a particular campaign, an
understanding of expertise would be needed in order to expand the Sender’s expertise (if
an attempt was being made to increase the expertise of opinion leaders) or stimulate
Receivers to actively seek WOM from Senders. Knowing the extent to which the
strength of tie could positively affect the influence of the WOM on the Receiver’s

purchase decision could prove valuable if this element is targeted in a campaign.

Limitations and Avenues for Future Research

Retrospective data is recognized as being a limitation of the study. However,
various steps were taken in order to reduce the negative impact of this type of data. These
were previously discussed and will therefore not be addressed again.

A key limitation of the study is the issue of applicability of findings to the general
population. Due to many of the homogeneous characteristics of the military community,
there may be concerns regarding potential projections of findings to the general
population. As such, the results may not be applicable to service purchase decision
contexts amongst various other audiences.

Another possible limitation concerns the responses as given by subjects. Within
the questionnaire, subjects related all responses to one specific instance of receipt of
WOM information. From this, generalization is made to belicve that this applies to all
service encounters in which WOM was used. Therefore, the question is: can this actually

be generalized to all service purchase situations in which WOM was an active ingredient?
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The power of WOM as it relates to advertising is often mentioned in the literature.
It is a frequent postulation that WOM is more powerful than formal advertising. What is
necessary, therefore, is the need to more fully examine the synergistic effect of
advertising and WOM (Bristor 1990). Additionally, extending this notion, what also is
needed is to examine “the effects of word of mouth on cognitions and affect” (Bristor

1990, p. 58).
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Chapter 6

CONCLUSION

The foregoing discussion reflects an attempt to provide meaningful insights into
the understanding of WOM processes within a services purchase decision context.

The processes of WOM as they influence service purchase decisions are powerful
and complex, however, not well understood. The examination of WOM processes is
founded in the basic communication model. Key constructs such as expertise, risk, tie
strength and the extent to which the WOM message is sought, are likely highly influential

in determining the overall influence that WOM has on services purchase decision.
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@ The University of New Brunswick
Faculty of Administration

4 November 1998
Dear Participant:

It is requested that you complete the attached questionnaire, which should take no longer than 10
minutes to complete. Participation is completely voluntary and all responses are strictly confidential.

As part the process of fulfilling the requirements for my Masters of Business Administration (MBA)
degree, I am conducting research into the influence of information received via word-of-mouth, in
terms of service purchase decision making. It is thought that this (word-of-mouth) could be
influential in the way that people select service providers such as dentists, lawyers, vehicle mechanics,
hair stylists, etc. My supervisor for this thesis is Dr Harvir Bansal from the Faculty of Business
Administration, University of New Brunswick.

Your contribution to this research effort is greatly appreciated. Should you have any questions

regarding this thesis, please do not hesitate to contact me at 446-6952. Again, thank you for your
assistance.

/foriginal signed by//

Peter Voyer
MBA Student

Enclosure: 1
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@ Faculty of Administration

The University of New Brunswick

Section A
Please complete the following questions:

Al Today’s date

A2, Date (Month and Year) of arrival at your present location

Section B

This questionnaire is designed to examine the processes of word-of-mouth marketing withia a service-
purchase context. Word-of-mouth communication Is informal and takes place betweea two or more people,
none of whom represent a commercisl seiling source that would gain directly from the sale of something.
Waord-of-mouth implies persosal, or face to face, commurication, although it may also take place in a
telephone conversation or within the context of a chat group on the Internet.

Please select only one (1) service from the following suggested list, in which you attained word-of-mouth
informatios about. This should be a service on which you received information from another person prior
to purchasing it. Only one (1) service should be circled. If none of the suggested services are appropriate,
indicate one of your choice next to the “Other” space.

Child Care Hair Stylist Veterinary service
Dentist Auto Repair (mechanic) Favorite restaurant
Legal services Television repair Travel agent
Optometrist Bank (financial service) Child’s tutor service
Other

Please consider this service throughout the questionnaire since all questions refer to it.

Section C

Please consider your relationship with the person from whom you sttsined the word-of-mouth information
about the service that you selected above in Part B, before you purchased the service. For each question circle

the number that best describes your response. There are no right or wroag respoiiles. We are oaly
interested in your perception the strength of the de between you (the Receiver) and the Seader of the word-

of-mouth information, before you purchased the service.
Cl1. How would you have described your relationship with the Sender of word-of-mouth message?

1 2 3 4 5 6 7
Not close at ali Extraordinarily close
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Cc2. How likely were you to have shared a personal confidence with the sender of word-of-mouth?

1 2 3 4 5 6 7
Very Unlikely Very Likely
C3. How likely were you to have extended everyday (as opposed to emergency) assistance to the sender of
word-of-mouth?
1 2 3 4 5 6 7
Very Unlikely Very Likely

C4. How likely were you to have spent a free afiemnoon with the sender of word-of-mouth?

I 2 3 4 5 6 7
Very Unlikely Very Likely

Sectio

Please consider the expertise of the Sender of the word-of-mouth information sboat the service that you
selected above in Part B. For each statement circle the aumber that best describes your feelings. There are
no right or wrong respoases. We are oaly interested in your perception of the expertise of the Sender of
word-of-mouth informsation on the service that you sclected in PartB.

D1. Please rate the Sender of the word-of-mouth information in terms of his/her expertise on the service, as you
perceived it at the time that you received the information.

Dla. 1 2 3 4 5 6 7

Not Knowledgeable Knowledgeabie
D1b. 1 2 3 4 5 6 7

Not Competent Competent
Dle. 1 2 3 4 5 6 7

Not an Expert Expert
Did. 1 2 3 4 5 6 7

Not Trained Trained
Dle. 1 2 3 4 5 6 7

Not Experienced Experienced
Section E

Please consider your expertise, that is, the expertise of the Receiver, of the word-of-mouth information about
the service that you selected above in Part B. For each statemeat circle the number that best describes your
feelings. There are no right or wroag respoases. We are oaly interested in your perception of your expertise
of the service that you selected in Part B.



El.

80

How would you have rated your expertise regarding this service at the time that you received the word-of-
mouth information?

Ela. 1 2 3 4 5 6 7
Knew very little Knew very much
about it about it
Elb. 1 2 3 4 5 6 7
Inexperienced Experienced
Elc. 1 2 3 4 5 6 7
Uninformed Informed
Eld. 1 2 3 4 5 6 7
Novice Buyer Expert Buyer
Section F

During the purchase of any service, there is always a possibility that a consumer will choose the wrong
service provider. Thus, there is 2 certain smount of risk associated with the purchase of a service. Please
answer the following questions in that coatext for the purchase of the service that you selected im Part B.

For each question circie the number that best describes your response. There are no right or wrosg
responses. We are only interested i your perception risk.

F1l.

F4.

How financially risky was the decision to purchase this service ( i.e., how certain were you of the final cost
of the service)?

7
Not risky at all Extremely risky

How risky was the decision in terms of the service performance (i.c., how certain were you that the service
would be performed as appropriately as you had initially thought)?

1 2 3 4 5 6 7
Not risky at all Extremely risky

How risky was the decision in terms of convenience ( i.e., how did you perceive the likelihood of losing
time and effort in order to achieve satisfaction with the service) ?

1 2 3 4 5 6 7
Not risky at all Extremely risky

How risky was the purchase decision in terms of physical harm (i.c., what was the likelihood that you could
have sustained harm or risked safety or danger)?

I 2 3 4 5 6 7
Not risky at all Extremely risky



FS. How risky was the purchase decision in terms of psychological harm (i.e., was there a possibility that you
could have lost self-image )?

I 2 k] 4 5 6 7
Not risky at all Extremely risky

F6. How risky was the purchase decision in terms of social harm (i.e., was there a possibility that your friends
and relatives would have thought less highly of you) ?

1 2 3 4 S 6 7
Not risky at all Extremely risky
F7. What was your perception of the overall risk associated with the decision to purchase this particular
service?
| 2 3 4 5 6 7
Not risky at all Extremely risky
Section G

Please consider how actively you sought the word-of-mouthk information regarding the service that yon
seiected in Part B above. For the question circle the sumber that best describes your respoase. There are no

right or wrong responses. We are ouly interested in how actively you sought the word-of-mouth
information.

Gl. You explicitly requested the Sender to provide information which would help in your service purchase

decision.
1 2 3 4 5 6 7
Strongly Disagree Strongly Agree
G2. You made numerous attempts to gather information from the Sender of word-of-mouth message.
1 2 3 4 5 6 7
Strongly Disagree Strongly Agree

Section

Please consider the influence that the Sender of the word-of-mouth information had on you, the Receiver of
the message. Remember that this is for the service that you had selected above in Part B. For each
statement circle the number that best describes your feelings. There are no right or wrong responses. We
are only interested in your perception of the influence of the Sender of the word-of-mouth message on your

purchase decision.
HI1. The Sender provided little new information that helped you with your purchase decision.

| 2 3 4 5 6 7
Strongly Disagree Strongly Agree



H2. The Sender had significant influence on your choice about buying the service.

1 2 3 4 5 6 7
Strongly Disagree Strongly Agree
H3. The Sender mentioned some things that helped you with your purchase decision.
1 2 3 4 5 6 7
Strongly Disagree Strongly Agree

HA4. The Sender provided some different ideas from other sources that helped you with your purchase decision

1 2 3 4 5 6 7
Strongly Disagree Strongly Agree

HS. The Sender really did not change your mind about buying the service.

1 2 3 4 5 6 7
Strongly Disagree Strongly Agree

Heé. The Sender really helped you make a decision about buying the service.

1 2 3 4 5 6 7
Strongly Disagree Strongly Agree

H7. How much influence do you think the Sender had on the service that you actuaily bought.

1 2 3 4 5 6 7
Very little Influence Complete Influence

HS. How much influence do you think the Sender had on the features you looked for in the service.

1 2 3 4 s 6 7
Very little Influence Complete Influence

Section I

Please consider your involvement with the purchase of the service that you had selected in Part B. For each
statement circle the number that best describes your feelings. There are ao right or wroag responses. We
are only interested in your perception of your involvement with the purchase.

I1. Please rate the process of choosing the service selected in Part B on each of the following scales.

* —

Ila. 1 2 3 4 5 6 7
It was a very unimportant It was a very important
decision decision

I1b. 1 2 3 4 S 6 7
Decision required Decision required a

little thought whole lot of thought
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Ilec. 1 2 3 4 5 6 7
Little to lose if you A lot to lose if you
had chosen the wrong had chosen the wrong
service provider service provider
Section J
The following questions are for statistical purposes only.
J1. Your gender? M F
J2. Your age? years
J3. What is the highest level of education that you have completed?
a Did not complete high school
b. High school graduate
c. Technical of community college graduate
d. Undergraduate university degree
e Post-graduate university degree
J4. Which of the following income brackets do you fall in?
a Less that $20,000
b- szo;m - 339,999
c. $40,000 - $59,999
d. $60,000 - $80,000
e. Above $80,000
JS. Which of the following household income brackets do you fall in?

a. Less that $20,000
b. $20,000 - $39,999
c. $40,000 - $59,999
d. $60,000 - $80,000
e. $80,000 - $99,999
f. Above $100,000

Thank you very much for your participation, it is greatly appreciated.
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