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Sporting goods retailing is an important supporting subsector of sport industry (Eschenfelder and Li, 2007). Coded 

as 4511110 under the North American Industry Classification System, the industry comprises business 

establishments primarily engaging in retailing new sporting goods. There were 40,122 sporting goods stores in the 

United States and the total revenue of this industry was $52.2 billion in 2018 (Hyland, 2018). Primarily driven by the 

increased sports participation, health-conscious consumers, and a strong rise in demand for athletic footwear, this 

industry was projected to have an annual growth rate of 1.9% for the following five years (Hyland, 2018); however, 

the most recent U.S. Census Bureau consumer spending report suggested sporting goods stores was the only 

category that had not seen a positive month-over-month increase in 2018.  

Sporting goods retailing is highly competitive and mediumly concentrated (Gale, 2018). The IBISWorld report 

suggested that the four major players of the industry had a total market share of 48.7%. Ninety three percent of 

these companies employed fewer than 20 people and cater to specialty niches and local consumers. The outlook of 

this industry may not be as promising as expected as evidenced by the continuing closure of stores and mediocre 

financial performance in the stock market. For instance, Sport Authority declared bankruptcy in 2016 and closed 

463 stores across the United States. The retail space of sporting goods had reduced by 22 million square feet in 2018 

(Dick’s Sporting Goods, 2018). According to this research, 18% sporting goods businesses might have closed over 

the past five years. 

The longevity of sporting goods stores in the modern retailing milieu is an important consideration. Firstly, sporting 

goods stores offer utilitarian, hedonic, and social values for consumers (Babin, Darden, and Griffin, 1994). Secondly, 

the existence of sporting goods stores is also important for sporting goods manufactures as they may rely on the 

physical stores to display and promote their products (Bergen, Dutta, and Shugan, 1996). Thirdly, sporting goods 

stores are important to the local economy. They are not only an important tax base (Bruce and Fox, 2000) but also a 

major driver of attractiveness of an urban place (Teller and Elms, 2012). 
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The longevity of sporting goods stores relies on the patronage of consumers. Numerous external and internal 

factors, as outlined by the models of consumer behavior (Shank and Lyberger, 2014), can swing consumers’ 

decisions. Of relevance in the current era of internet is how online reviews as a type of electronic word-of-mouth 

(eWOM) affects business performances. A plethora of literature in marketing suggests that consumers’ information 

search behavior has been deeply shaped by eWOM (Moe and Schweidel, 2012; Tucker, 2011; Chen and Xie, 2008).  

In addition to the eWOM function, online reviews might be viewed as a reflection of service quality and satisfaction 

in the same way as the traditional consumer comment cards do: they reflect the level of quality investment of a 

business (Simmers and Keith, 2015). In fact, the topics extracted from online reviews have been utilized to improve 

restaurants’ quality (Huang et al., 2014) and patients’ experience of care in the hospital care industry (Ranard et al., 

2016). More generally, online reviews have been found to be predictive of the health of a business (Luca and Luca, 

2018) and local economic activities (Glaeser, Kim, and Luca, 2017). 

The purpose of this study is therefore to examine the survival of sporting goods businesses utilizing a large dataset 

released by yelp.com. Specifically, we explore how online reviews in the dual roles as eWOM and a proxy of service 

quality impact the survival of sport retailing stores. The following hypotheses were developed based on a thorough 

literature review on the relationships among eWOM, service quality and business performances: 

H1: Review valence has a positive impact on the survival of sporting goods stores; 

H2: Review volume has a positive impact on the survival of sporting goods stores; 

H3: Review variation moderates the impact of valence on the survival of sporting goods stores; 

H4: Store ratings on average has a positive impact on the survival of sporting goods stores;  

H5: Store ratings has a non-linear impact on the survival of sporting goods stores. 

The dataset, realeased by yelp.com in October 2018, contains 5,996,996 reviews on 188,593 

businesses, including 1470 sporting goods businesses in 311 zip-codes in seven U.S. states. The dataset is hierachical 

in nature. To examine the proposed hypotheses, we constructed the following multilevel logistic regression model: 
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logit{Pr(yi,j,t =1|Xi,j ,ηj )} = β1 + β2*review_valencei,j+ β3*review_volumei,j+ β4*review_variationi,j* review_valencei,j 

+ β5*store_ratingsi,j + β6*store_ratings2i,j + β7*store_ratings3i,j +Z*controlj +ηj 

The outcome variable, survival, is binary and is denoted as yi,j (0 = closed or 1 =still in business) for the ith sporting 

goods store (i = 1, 2, . . . ., N) in the jth zip-code (j=1,2, . . . ., K). β1 is a constant representing the baseline log odds. 

ηj is the term of random effect specific to the jth zip-code and the variance of η reflects a degree of heterogeneity in 

business survival across the zip-codes. Z is a vector of control variables which includes such environmental variables 

as income, population density, competition intensity, chain store etc.  

The model had a conditional R2 of 0.12. The results suggested that about 10% of the individual variation in the 

underlying propensity of survival is due to systematic differences among zip-codes based on an estimate of ηj. 

The  overall closing rate over the years from 2013 to 2018 was .18  based on an estimate of β1. β2, β3 and β4 were not 

statistically significant predictors of survival, hence H1, H2, and H3 were not supported. β6, β7 and β8 were statistically 

significant predictors of survival, and H4 and H5 were supported. The effect size of store ratings however is 

relatively small, explaining about 2% of the variances of survival. The nonlinearity in star ratings suggests the 

diminishing in return effects and threshold effects of service quality. Theoretical and practical implications will be 

further discussed during the presentation.  
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