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In this study, it was aimed to investigate the effect of physical environment elements
on price perception, customer satisfaction and intention to repeat purchase in fast food
restaurants. In the study, decoration, atmosphere, and order factors were used as
physical environmental elements. The study included 204 students randomly selected
from the Tourism department of a State University. A survey consisting of 29
statements was conducted. The relationship between variables was analyzed using
structural equation modeling PLS-SEM. According to the results of the research, it
has been determined that the fast-food restaurant environment elements affect the
perceived price and customer satisfaction with decoration and layout elements. There
was no statistically significant relationship identified between the size of the
atmosphere and both the perceived price and customer satisfaction. Additionally, no
significant correlation was observed between atmosphere size and the variables of
perceived price and customer satisfaction. According to the results, it has been
determined that the size of the order has the biggest effect on price and customer
satisfaction. Finally, it was concluded that the perceived price and customer
satisfaction had an impact on purchase intent.

1. INTRODUCTION

Besides providing food and beverage service to their customers, restaurant businesses also offer

a physical environment. One of the essential features in marketing a product is the place where

the product is purchased or consumed. In some cases, the physical environment, in other words,

the enterprise's atmosphere, may be more effective than the product itself in the purchasing

decision. In some cases, the atmosphere may be the main product. The atmosphere is an effort

to design purchasing environments to produce specific emotional effects increasing customers'

likelihood of purchasing (Kotler, 1973). Therefore, it can be assumed that in a restaurant that is

thought to have an impressive atmosphere, the physical environment creates favorable feelings

for the customers and increases their satisfaction. Accordingly, the physical environment of the

business affects customers significantly.
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While the physical environment can effectively share the image of the business with its
customers, it can also influence the customer's satisfaction with the service. Environmental
conditions such as temperature, ventilation, lighting, noise level, music, odor; the area layout
of equipment such as corridors, seating areas, walkways, food service lines, toilets, entrance,
and exit doors; and its functionality and physical environment dimensions created by decoration
elements such as color, decor, symbol, signage, and objects in the environment can impact
customers. Also, the perception and environmental signs created by the service environment on
customers are a factor that enables customers to categorize restaurant types and distinguish

them from others (Bitner, 1992).

Today's economic conditions, the rapid consumption of daily life, and the busy pace of business
life have led people to eat out. With the widespread use of eating out, the fast-food industry has
also developed rapidly. In Tiirkiye, the demand for fast-food restaurants continues to increase.
Still, the reasons why consumers prefer to eat in a restaurant are also due to the effect of the
physical environment it offers to its customers, apart from the time savings, the price advantage
provided by the business, or the understanding of taste. Because people now prefer restaurants
that will make them feel happy and satisfied with their environment rather than just meet their
needs. Thus, restaurant operators should consider the physical environment and their services

to increase customer satisfaction and enable them to buy again.

2. LITERATURE REVIEW
2.1. Objective and Importance of the Study

A physical environment created to attract customers' attention and increase satisfaction in a
restaurant business is a crucial factor that provides a competitive advantage in the service sector.
For this reason, the physical environment is considered an influential factor in increasing the
income and market share of the business (Ryu & Han, 2011). In the fast food context, studies
by Chun and Nyam-Ochir (2020) analyze how factors like the atmosphere, service quality, and
price perception specifically affect customer revisit intentions and satisfaction, applying the
DINESERV model. Their findings show that a comfortable and appealing physical
environment significantly contributes to higher satisfaction levels and loyalty among patrons,
especially when paired with good food quality and prompt service. This research aims to
examine the effects of physical environmental factors in fast food restaurants on price
perceptions, satisfaction, and repeat purchase intentions of university students. For this purpose,

a survey was administered to students enrolled in the Tourism department at State University.
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Within the scope of the study, the students 'reasons for choosing fast food restaurants, their
frequency of using fast-food restaurants, the interior design, atmosphere and layout of the
restaurant in terms of the physical environmental elements of the restaurants, the students' price
perceptions about the business, their satisfaction and repeat purchase intents were observed.
There are many studies on the subject in the literature. However, studies on the effects of space
perception on university students are limited. In this respect, it is thought that the study will

contribute to the literature as an original research.

2.2. Physical Environment

The concept of the physical environment has been defined in different ways by many authors.
While it is a physical environment according to Baker (1987), Kotler (1973) defines it as an
‘atmosphere.' While Turley and Milliman (2000) describe it as the market environment, Arnold
et al. declared it (1996) economic environment. Mathwick et al. as (2001) interactive space,
Hutton and Richardson (1995) as health environment, Weinrach (2000) as psychological
environment, Bitner (1992) as service scape, Roy and Tai (2003) as store environment, Cronin
(2003) as service environment and as social services environment. The concept of the
servicescape was first developed by Booming and Bitner (1982). It was defined as an
environment where vendors and customers interact regarding the products or services offered
(Juhari, et al., 2012). The physical environment for a business refers to the natural and non-
social environment created by humans (Kim & Moon, 2009). The physical environment can be
adopted to describe the controllable characteristics of a physical environment that can increase
and affect certain behaviors leading to the possibility of purchasing on customers (Bitner, 1992;

Kotler, 1973).

For a more recent exploration of the "physical environment" concept in service industries,
several studies offer insights into how environmental factors influence customer experience,
particularly in creating a "servicescape" that shapes customer interactions, satisfaction, and
loyalty. Current research has expanded the scope of Bitner’s servicescape model by analyzing
its impact across diverse sectors, including healthcare and hospitality, where the physical

environment heavily influences perceived service quality and customer engagement.

In recent discussions, Kandampully et al. (2023) propose that both physical and technological
elements of a servicescape contribute significantly to customer experiences, especially when
designed to foster emotional connections. This study emphasizes integrating these elements for

a unified approach, termed "experiencescape,”" to enhance engagement in environments like
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restaurants, hotels, and retail spaces. Similarly, research in healthcare services has highlighted
the unique attributes of "healthscapes," focusing on how physical layouts and ambient
conditions in medical facilities impact patient satisfaction and service perception, underscoring

the broader applicability of servicescape concepts across utilitarian and hedonic settings.

These updated frameworks offer a nuanced view of the physical environment in service
contexts, linking traditional servicescape theory with emerging elements like technology and
patient-centered design to enhance customer and patient experience (An et al., 2023; Han et al.,

2018).

2.3. Price Perception

Price is an influential factor in explaining consumer behavior. The price may be perceived
variously by the consumers, and the price which is high for some consumers may be low for
another. Perceived price can be expressed as evaluating what customers give to obtain the total
benefit from the product or service (Zeithaml, 1988). In other words, price perception can be
described as the customer's judgment of the average price of service compared to its competitors
(Chen et al., 1994). It is accepted that the perceived price is an essential determinant of
customers' post-purchase behavior. Perceived price can increase customer satisfaction without
affecting the customer's perception of service quality regarding customer behavior.
Consequently, it can be assumed that price perception has a significant effect between quality
and customer satisfaction (Ryu & Han, 2010). A proper physical environmental quality should
be provided to customers to enable them to develop positive price perceptions. Consumer's
perception of finding affordable prices in a business primarily depends on product and service
prices. Customers will not want to revisit any service provider if they believe the prices for the
services offered are unreasonable. Hence, providing customers with a creative and pleasant
atmosphere and service quality is crucial to improving their price perception (Han & Ryu, 2009;

Ali, et al., 2016).

2.4. Customer Satisfaction

Customer satisfaction is a leading indicator of impact and consumer purchase intentions and
loyalty after evaluating the service or product's use (Cadotte, et al., 1987; Farris, et al., 2010).
One of the marketing priorities is customer satisfaction. Customer satisfaction has major effects
on repeat purchases, expressing positive opinions concerning the business, and customer

loyalty. Customers remember the negativity of the servicescape in the restaurant rather than the
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problems they experienced about the taste of the food they eat or the service offered to them
(Sulek & Hensley, 2004; Han & Ryu, 2009). For current insights on customer satisfaction and
its impact on loyalty in restaurants, recent studies emphasize that a positive environment, staff
engagement, and personalization are essential. Creating a comfortable, aesthetically pleasing
dining space can greatly influence repeat visits, as guests tend to remember environmental
factors like decor and lighting, which contribute to their overall satisfaction. This effect is
magnified when paired with efficient, friendly service and tailored interactions with staff, which
foster an emotional connection with customers and drive loyalty(Zhong & Moon, 2020;
Prasetyo et. al., 2021). On the other hand, studies show that the relationship between the
physical environment and price perception makes a significant contribution to explaining the
impact on satisfaction and loyalty (Ozdemir Giizel & Bas, 2020). Accordingly, environmental
factors such as color, decor, lighting, music, fragrance aroma, layout, seating comfort, and
kitchen design in a restaurant environment can impact customer satisfaction. Ensuring customer

satisfaction in a restaurant setting can be effective in returning customers to the restaurant.

2.5. Purchase Intent

Customers consciously or unconsciously observe their physical environment throughout their
meal in the restaurant. No matter how delicious the food is, the physical environment will
always affect the customer's reaction to the food. Therefore, although the taste and service
quality offered is an important element for customers, environmental factors such as decoration,
artworks, music, the order in the environment can be very powerful in terms of affecting
customers' behavior and satisfaction and determining a customer's intention to visit again
(Wakefield & Blodgett, 1996; Han & Ryu, 2009; Spence & Piqueras-Fiszman, 2014). The
restaurant environment should be created in a way that meets and affects customer expectations.
Thus, atmospheric elements will help attract customers and increase satisfaction in the food and
beverage experience. In this context, the loss of attractiveness of a restaurant business will
decrease customer satisfaction and negatively affect the intention to visit again (Alonso &

O'Neill, 2010; Riley, 1994).

2.6. Model and Hypotheses

There are many studies in the literature on how the customers perceive the environmental
factors that make up the restaurant environment. According to Kotler (1973), the elements that
make up the physical environment are expressed as four senses-dependent; vision, hearing,

smell, and touch. Baker (1986) discussed it in three dimensions and suggested that these are
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environment, design, and social factors. Bitner (1992), on the other hand, adopted the concept
of servicescape to express the physical environment. Accordingly, servicescape is evaluated in
three dimensions: atmosphere, spatial order, and functionality, sign-symbol- artwork . It
expresses the atmosphere's dimension in sensory elements such as light, sound, temperature,
and smell. Spatial layout and functionality are specified as the technical equipment in the
establishment, the design, and the seating group's size. Simultaneously, the sign-symbol-art
works are expressed as signs, plates, and artistic objects in space's interior and exterior design.
On the other hand, Turley and Milliman (2000) defined the physical environment in five
dimensions: the external dimension, the general internal dimension, the establishment and

design, the point of purchase and the decoration and the human dimension.

Raajpoot (2002) asserted that the businesses' physical environment dramatically affects
customers' perceptions of the business. With the Tangserv scale he developed, he grouped the
physical environment into three dimensions: atmosphere, order, and product/service. Unlike the
others, Ryu & Jang (2005) with the Dinescape scale they developed, measured the customers'
perception by considering only the restaurant environment. The scale consists of six
dimensions: Restaurant aesthetics, ambiance, lighting, service materials, service personnel, and
seating arrangement. Han & Ryu (2009) proposed three dimensions for the physical
environment. These are decoration-works, order, and ambient conditions. They discovered that
there are positive relationships between these three dimensions and the value perceived by
customers. In his research on luxury restaurants, Ryu (2010) concluded that ambiance, facility
aesthetics, lighting, seating arrangement, and service personnel dramatically affect customer

satisfaction.

Ariffin, et al., (2012) examined whether the restaurant's physical environment elements are
influential on the young customers behaviors with color, lighting, design, and layout
dimensions. They also studied the restaurant's surroundings and atmosphere and found that each

dimension significantly influenced customer behavior.

In their study on restaurants, Ryu and Han (2010) concluded that the physical environment
quality affects customer satisfaction. In the research conducted by Voon (2012) on young
customers in fast-food restaurants, it was reported that physical environmental factors affect
customer satisfaction. Similarly, Canny (2013) found that the quality of food, service, and
physical environment positively affect customer satisfaction and behavioral intentions in his

study on restaurants. Han and Hyun (2017) argued in their study for hotel restaurants that
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physical environment, service, and food quality affect guests' satisfaction and intentions. Their
findings include sufficient power to predict users' intentions for luxury hotel restaurant

products.

Han and Ryu (2009) observed that decoration, order, and atmosphere factors positively affect
customers' price perceptions, and decoration is the most potent factor in this effect. Customer
loyalty is highly dependent on customer satisfaction. In service marketing, a large research
group has focused on identifying factors that increase customer satisfaction levels. Studies
ultimately reveal that customer satisfaction is strongly influenced by physical environment and

price perception (Han & Ryu, 2009; Ariffin, et al., 2012).

Color is one of the leading aesthetic design elements in the restaurant setting due to its high
impact on the customer's emotional and behavioral responses. Tantanatewin & Inkarojrit (2018)
evaluated 11 computer-generated restaurant environments with different interior colors to
investigate the relationship between customers' emotional response to interior color and their
decision to enter the restaurant. In the study, pleasure was the best behavioral response

predictor. It also pointed that restaurants with warm tones score higher for pleasure.

Farooq (2019) reviewed the relationship between restaurant atmosphere and customer
satisfaction in his study on restaurants that offer street flavors, which are becoming popular
today. In the study, the restaurant atmosphere's effect on dinner satisfaction was evaluated with
its exterior design, spatial layout, color, and light dimensions. As a result, it was determined
that exterior design, spatial order, color, and light have a vital relationship with satisfaction.
The most significant effect was on the color and exterior design. The colors used on exterior

walls, furniture, and even cutlery impacted customer satisfaction.

Wen, et al., (2020) examined background music's effect on customers' perceptions of ethnic
restaurants by employing background use and consumer socialization theories in their studies.
The results revealed that the harmony between ethnic music and restaurant themes significantly
affects perceived originality. Perceived originality has also been found to affect both

satisfaction and behavioral intention.

As can be understood, these studies are aimed at evaluating the impact of field perception on
customers. Given the growing interest of restaurants in using atmospheric elements to enhance
customers' dining experiences: in the studies within the scope of the field perception, it was

aimed to reveal the effects of decoration, atmosphere, and order dimensions as physical
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environment elements on price perception, customer satisfaction, and customers' repeat

purchase intent. Thus, the following hypotheses have been proposed:
H1: Decoration has a positive effect on Perceived Price.

H2: Decoration has a positive effect on Customer Satisfaction.

H3: Atmosphere has a positive effect on Perceived Price.

H4: Atmosphere has a positive effect on Customer Satisfaction.

HS: Business Layout has a positive effect on Perceived Price.

H6: Business Order has a positive effect on Customer Satisfaction.
H7: Perceived Price has a positive effect on Repeat Purchase.

H8: Customer Satisfaction has a positive effect on Repeat Purchase.

To test the hypotheses proposed by the studies in the literature, the model "effect of space
perception on repeat purchase" was presented as a research model. The research model is given

in Figure 1.

H7

A: Decoration, B: Atmosphere, C: Order, D: Perceived Price, E: Customer Satisfaction, F: Repeat Purchase Intention
Source: Author’s construct (based on theoretical framework).

Figure 1. Research Model

To express the physical environment, decoration, restaurant environment, and interior layout

dimensions are discussed. In the decoration dimension, statements concerning the interior color,
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space design, material quality, and comfort of the sitting group are included. While there are
sensory expressions such as smell, noise level, music, color, lighting, climatic conditions, and
ventilation in the atmosphere dimension, the spaciousness of the environment, seating capacity,

order time, access to other areas in space, and entrance-exit doors were included in the study.

3. MATERIAL AND METHOD

The sample of the study consists of 204 students, who were randomly reached, enrolled in the
Tourism Faculty of a State University. The questionnaire was prepared in line with the research
by doing a literature review and benefiting from the related studies. The statements in the
questionnaire form were prepared using (Bitner, 1992), (Raajpoot, 2002), (Han & Ryu, 2009),
and (Ali, et al., 2016) 's studies. The questionnaire applied consists of two parts. In the first part,
demographic questions regarding gender, age, the amount of monthly spending for food, the
department they study, the class, the reason for choosing fast-food restaurants, and the
frequency of eating in the fast-food restaurant are included. In the second part, there are
expressions about students' attitudes depending on the physical environment elements of fast-
food restaurants. To evaluate the students perceptions in the survey towards fast food
restaurants, 5-point Likert-type items (1. Strongly Disagree, 2. Disagree, 3. Neither agree nor

disagree, 4. Agree and 5. Strongly agree) were included.

Table 1.
Factors and Expressions
Factors Expressions
Decoration A2: Place design is trendy

A3: The materials used are of good quality
A4: The chair and / or sitting group is comfortable
Atmosphere B9: Lighting is sufficient
B10: The temperature is not uncomfortable
B11: Ventilation is sufficient
Order C12: Makes me feel spacious
C14: Suitable for easy movement
C15: Orders are not delayed even if it is crowded
Perceived Price D19: I think the price is affordable compared to other restaurants
D20: I think the price I paid meets the service offered
D21: I think the price I paid is appropriate for the service I received
Customer Satisfaction E23: The atmosphere of the restaurant is attractive to me
E24: 1 like to come to a fast food restaurant, although there are other options
E25: 1 think I made the right decision by choosing a fast food restaurant
Repeat Purchase Intention F27: 1 plan to eat regularly at a fast food restaurant
F28: I recommend to others
F29: I'll come again to eat

Partial least squares structural equation modeling (PLS-SEM) was applied to test the research
model's causal relationships in line with the survey data. The data were analyzed using the
SmartPLS 3.0 statistics program. SmartPLS is software with a graphical user interface for
variance-based structural equation modeling using the partial least squares path modeling

method, which is preferred by more and more researchers in social sciences. SmartPLS is a
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milestone in latent variable modeling, according to Joe F. Hair. It combines the most advanced

methods with an easy-to-use and intuitive graphical user interface (smartpls.com, 2020).

PLS-SEM estimates the parameters of a series of equations in a structural equation model by
combining principal component analysis with regression-based path analysis (Mateos-Aparicio,
2011) PLS-SEM enjoys widespread popularity in various disciplines, including accounting,
group and organization management, hospitality management, international management
(Sarstedt, et al., 2017). The main reason for PLS-SEM's attractiveness is that the method enables
the estimation of very complex models with many structure and indicator variables. Also, PLS-
SEM generally allows for flexibility in data requirements and the determination of relationships
between structures and indicator variables. It is considered a flexible modeling approach where
strong assumptions (regarding distributions, sample size, and scale of measurement) are not
required. In other words, it is possible to create a model in cases where the sample size is not
sufficient, or the normality assumption cannot be achieved. It is considered an exploratory

approach rather than a confirmatory (Fornell & Bookstein, 1982; Esposito Vinzi, et al., 2010).

4. RESEARCH FINDINGS
4.1.Descriptive Statistics

Among the students from the State University Tourism Faculty who participated in the study,
53.4% are male, while 46.6% are female. In terms of age distribution, 37.7% of the students are
under 21 years old, and 62.3% are 21 years old or older. While 29.9% of the students
participating in the research spend 400 TL and 600 TL for food, 53.4% spend 400 TL or less.
16.7% of the students spend more than 600 TL. 37.7% of the participants are tour guiding
students, 31.4% gastronomy and culinary arts, and 30.9% are tourism management department
students. 20.6 of the students are the first year, 25.5 are the second year, 32.8 are the third year,
and 21.1 are fourth-year students. In terms of the frequency of eating at a fast-food restaurant,
47.1% of the students stated that they went to the restaurant 1-2 times a week, and 26.6%
indicated that they went to the restaurant 3-4 times. While 9.8% never go to fast-food
restaurants, 8.3% of them go more than six times a week. Students' priority reasons to prefer
fast food restaurants are taste with 30.4% and price factors with 30.4%. The second most
important reason for the preference was quality with 23.5%. In comparison, the third most
crucial reason was service speed with 20.6%. According to these results, while taste and price
are at the forefront for students, quality and service speed are other reasons for preference. On

the other hand, the restaurant environment remains low with 7.8% priority, while the second
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most essential preference reasons are after quality and price with 16.2%. Accordingly, the
environment may have an impact on students' preferences for fast food restaurants. For the
reliability of the scale, the Cronbach Alpha value was calculated and found to be 0.933. An
alpha value greater than 0.70 indicates that the internal consistency of the questionnaire's

expressions is sufficiently high (Yilmaz, et al., 2019).

4.2.Data Analysis

The data in the study were analyzed using the PLS-SEM technique. The measurement model
fits the structural equation model in the review, and the last hypothesis test results are given.

4.2.1. The Validity of the Measurement Model

The Smart PLS (Partial Least Squares) program was used to test the study's relevant hypotheses.
Before testing the research model, the latent relationships of the statements in the questionnaire
form and the general validity and reliability of the model should be examined. The average
variance (AVE) values explained for the latent structures' validity should be above 0.50 (Fornell
& Larcker, 1981). For scale reliability, if the convergence validity (CR) is above 0.7, it is
reliable (Bagozzi & Yi, 1988). The structure reliability and validity test results regarding the

research criteria are given in Table 2.

Table 2.
Construct Reliability and Validity
Cronbach's Alpha(CA) Composite Reliability (CR) Average Variance Extracted (AVE)
A 0.781 0.873 0.697
B 0.752 0.858 0.668
C 0.721 0.843 0.643
D 0.883 0.928 0.812
E 0.821 0.894 0.738
F 0.866 0.917 0.788

A: Decoration, B: Atmosphere, C: Order, D: Perceived Price, E: Customer Satisfaction, F: Repeat Purchase Intention

According to the results, Cronbach Alpha coefficients of all structures were calculated over
0.70. CR coefficients are also between 0.843 and 0.928. All AVE values are greater than 0.50.
With these values, it is observed that the required structure reliability and validity are provided.
To ensure the measurement model's discriminant validity, each structure's AVE value's square
root should be higher than the correlations between the structures in the survey (Fornell &

Larcker, 1981). Related results are included in Table 3.

The diagonal values in Table 3 are the square root values of the AVE value. According to these
values, it is understood that the explained square root of the mean-variance (AVE) of each

structure is higher than the correlation coefficients between latent variables other than diagonal.
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In other words, each AVE square root value is greater than the values of the row and column it

is in. The separation validity of the model is provided according to these results.

Table 3.
Discriminant Validity
A B C D E F
A 0.835
B 0.538 0.818
C 0.599 0.649 0.802
D 0.496 0.358 0.542 0.901
E 0.579 0.392 0.565 0.592 0.859
F 0.320 0.245 0.438 0.567 0.660 0.888

4.2.2. Evaluation of the Structural Model
Fit Criteria

After evaluating the validity and reliability of the measurement model in the study, SEM is
considered. SEM R2, effect size {2, path coefficient, t-value, and the goodness-of-fit index
(GOF) are evaluated. Besides, the measurements calculated by the Smart PLS 3 software are
used for the fit of the model, Standardized Root Mean Square Residual SRMR, Normed Fit

Index (NFI) values are used.

The size of the R2 values is essential in determining the accuracy of the predicted values. When
the R2 values for the model are examined, the perceived price, customer satisfaction, and
purchase Intent are calculated as 0.332, 0.403, and 0.478, respectively. In line with these results,
it can be assumed that the study's internal latent variables have a moderate explanation rate

(Chin, 1998; Henseler, et al., 2009).

2 (effect size), when an external latent variable is removed from the model, the change in R2
value is used to assess whether that extracted structure has a significant effect on the intrinsic
latent variables. The effect measure f2 predicts that a latent variable has a weak (0.02< 2
<0.14), moderate (0.15 f2 0.34) and high (f20.34) effect at the structural level (Cohen, 1988).
In reporting the effect size, researchers must interpret the effect size they obtain and compare
it with the effect size values obtained in studies on the same subject (Kline, 2004; Henson,
2006). Reporting and interpretation of effect sizes in academic studies are not widely used yet.
Thus, it was not possible to compare the results obtained in the study with similar studies.
According to the f2values obtained as a result of the analysis: A external latent variable; D

(0.07) weak, E (0.154) medium B external latent variable; (0.003) weak, E (0.004) weak, C
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external latent variable; D (0.128) weak, E (0.114) weak, D and E affect the internal latent
variable F (0.092) weak and (0.314) moderate, respectively.

As PLS-SEM is not a general fit index, the goodness of fit index (GOF) was proposed by
Tenenhaus, et al., (2004) to measure the goodness of fit. The GOF index was developed to
determine both the measurement and structural models' performance and provide a standard
measure for the model's predictive performance. The GOF index takes values between 0 and
1. The compliance degrees of the GOF index are GOF <0.10 (little), 0.10 GOF 0.25 (medium),
0.25 GOF 0.36 (good) GOF 0.36 (very good) (Wetzels, et al., 2009). The GOF index is obtained
by taking the square root of the product of the mean of the AVE and R 2 values obtained for
latent variables. The GOF index was calculated as 0,54 (1). This result shows that the model

has a very good fit.

GoF = \/Mean(R?) x Mean(AVE) = 0,54 (1)

For the model to have an acceptable fit, the SRMR value is required to take a value less than
0.10. SRMR value for the model was calculated as 0.073. NFI value is requested to take values
between 0 and 1. NFI's value close to 1 shows that the model has a good fit. For the model in

the study, NFI was calculated as 0.864.

Eventually, it should be determined whether there is collinearity between the latent variables in
evaluating the model. Thus, VIF (variance inflation factor) values are examined. VIF value less
than 5 shows no collinearity between variables (Hair, et al., 2011). Since the calculated VIF
values are between 1.541 and 2.039, it can be assumed that there is no problem with multiple

internal relationships between latent variables.
Relationship Coefficients and Hypothesis Testing
The research model in Figure 1 was analyzed by PLS-SEM. Results are given in Figure 2.

A one-unit increase in decoration taste in the model causes a rise of 0.28 units on the perceived
price and an increase of 0.39 units on customer satisfaction. A one-unit increase in the order's
size causes an increase of 0.41 units in perceived price and an increase of 0.37 units on
satisfaction. There is no significant relationship between the atmosphere and perceived price,
and customer satisfaction. It has been determined that there is a causal relationship between

perceived price and customer satisfaction, and purchasing intent. Accordingly, a one-unit
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increase in perceived price causes an increase of 0.27 units in purchasing Intent. A one-unit

increase in customer satisfaction causes an increase of 0.50 units in purchase Intent.
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Figure 2. PLS-YEM Structural Model

Among the latent variables in the structural model, there are direct effects as well as indirect
effects. It has been concluded that decoration has a slight impact on the purchase intent over
the perceived price (0.076). The effect of the order on perceived price on purchase intent was
determined (0.112). According to the other indirect effect in the model; decoration impacts
purchasing intent through customer satisfaction (0.194). Finally, the order has an indirect effect

on purchasing intent through customer satisfaction (0.185).

According to the PLS-SEM results applied to the measurement model, the structural model has
significant relationships, except that some have been reached. Therefore, to evaluate the PLS
path coefficients' significance, Bootstrapping analysis was performed on the model, and the

hypotheses were tested.

According to the results, HI, H2, H5, H6, H7, H8 hypotheses were supported, while H3 and
H4 hypotheses were not. When the values are examined, it is understood that the decoration
dimension affects the perceived price and customer satisfaction at a 1% significance level.

Layout dimension, like decoration, affects the perceived price and customer satisfaction.

67 SEMMR, 2024



Yuliia Borovska, Serkan Olgag

However, it has been determined that the atmosphere has no significant effect on perceived
price and customer satisfaction. Finally, considering the effect of perceived price and customer

satisfaction on purchase intent, it is concluded that the relationship between them is significant.

5. CONCLUSIONS

In this study, the effects of students' physical environment in fast food restaurants on perceived
price, customer satisfaction, and repeat purchase intent were observed. The decoration,
atmosphere, and order factors that compose the physical environment elements of fast
restaurants within the physical environment scope are included in the study. The research model
was prepared using the studies in the literature and analyzed using PLS-SEM. The data were
obtained by applying a questionnaire to 204 randomly selected students at State University
Faculty of Tourism. While the primary reasons for the students participating in the study to
prefer fast-food restaurants were taste and price, it was observed that the restaurant environment
was also the reason for preference. A great majority of students (90.2%) go to a fast-food
restaurant at least once a week. According to this ratio, it can be assumed that students have a

strong customer potential for fast food restaurants.

The results revealed some important findings: The first one is the influence of decoration and
layout. Decoration elements such as interior design, material quality and seating comfort
significantly influenced both perceived price and customer satisfaction. The layout of the
restaurant, including spaciousness and efficiency in order processing, is also a critical factor
influencing these perceptions. In particular, order size had the greatest impact on both perceived
price and customer satisfaction, emphasizing the importance of an organized and efficient

environment in enhancing the customer experience.

On the other hand, atmosphere has important, albeit limited, effects. Contrary to expectations,
atmospheric factors such as lighting, temperature and ventilation did not show a significant
relationship with perceived price or customer satisfaction. However, this finding suggests that
atmospheric factors, although important, may not be as effective as other physical

environmental factors in the context of fast food restaurants.

Regarding the relationship between perceived price and customer satisfaction as factors of
repurchase intention, both perceived price and customer satisfaction were found to have a
positive effect on repurchase intention. The fact that customer satisfaction has a stronger effect

on repurchase intention than perceived price suggests that although price is a factor to be
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considered, overall satisfaction with the dining experience plays a more important role in
increasing customer loyalty. This has practical implications for restaurant operators. Fast food
restaurant operators should focus on improving the design and layout of their establishments to
improve customers' perceptions of price and satisfaction. Providing a comfortable and
aesthetically pleasing environment can attract customers and encourage repeat visits. Moreover,
offering competitive prices and maintaining a high service quality-price ratio can further

strengthen customer loyalty.

The results achieved are similar to existing studies. In the studies of Han & Ryu (2009) it was
determined that decoration positively affects customers' price perceptions. Han and Hyun
(2017) stated in their study that the physical environment affects guests' satisfaction and
intentions. In the study of Farooq (2019), it was found that spatial order has an essential
relationship with satisfaction. Similarly, Ariffin et al., (2012) stated in their study that the color,

lighting, design and layout elements in the restaurant affect on the young customers' behavior.

This study contributes to the existing body of knowledge by providing insights into the specific
preferences and behaviors of young customers, especially university students, in the fast food
restaurant context. It highlights the changing importance of different physical environmental
factors and their impact on key customer perceptions and behaviors. The study is limited to a
specific demographic group (university students) and a specific type of restaurant (fast food),
which may limit the generalizability of the findings. Future research could expand the scope to
include different customer profiles and different types of dining establishments to confirm and
extend the findings. Further exploration of the role of atmospheric elements and other
potentially influential factors such as technological innovations and personalized service could
provide a more comprehensive understanding of the determinants of customer satisfaction and

loyalty in the restaurant industry.

In conclusion, this study highlights the critical role of physical environment factors in shaping
customer perceptions and behaviors in fast food restaurants. Decoration elements such as the
restaurant design's fashion, the quality of the materials used, and the seating comfort positively
affect the students' price perceptions and satisfaction. By strategically focusing on key elements
such as decoration and layout, restaurant operators can increase customer satisfaction and
encourage repeat purchase intentions, thereby gaining a competitive advantage in the fast food
industry. Similarly, the restaurant's interior layout being spacious so to move easily, and the

service time is short even when the restaurant is busy, affects the students' price perceptions
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and satisfaction. While students attach importance to decoration and order in the fast-food
restaurant environment, they are not affected by atmospheric elements such as lighting,
temperature, and ventilation. According to these results, to evaluate the customer potential of
fast-food restaurant operators, the design of the space, the comfort and convenience of the
furniture to be used, and the fact that the restaurant interior layout does not restrict the
movements of the customers and makes them feel comfortable may be effective in increasing
their attractiveness. On the other hand, it has been observed that price perception and customer
satisfaction affect repeat purchasing intent. The fact that the operators offer more affordable
prices than other restaurants and develop strategies to increase the service quality/price ratio

can positively affect the customers' purchasing intents.

Understanding the effects of the physical environment on repeat purchases in fast-food
restaurants through a structural model provides valuable insights for business strategies. By
focusing on enhancing the physical atmosphere, ensuring high food quality, and delivering
excellent service, restaurants can significantly improve customer satisfaction and foster loyalty,
ultimately leading to increased repeat purchases. This integrated approach not only benefits
customers but also contributes to the competitive advantage of fast-food establishments in a
crowded market. There are similar studies in the literature. Still, the number of studies applied
to young customers within the scope of fast-food restaurants is limited. In this respect, it is
considered that the study will contribute to the literature with a different perspective. The study
was conducted on a limited number of people. More comprehensive studies can be done
according to various restaurant types, customer profiles, and spatial differences. Thus, it will

be possible to reach results for different populations.
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