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ABSTRACT

Owing to the rapidly changing environment and intense competition in
Thailand's mobile phone industry, an issue of concern is customer switching behavior
among mobile phone service providers, owing to the fact that switching deteriorates the
company's profitability and business viability. Identification of movement in and out
of mobile phone users in the marketplace leads to the requirement for the mobile phone
service providers, such as DTAC, to develop appropriate customer retention, loyalty-
building efforts and acquisition programs. Given these sentiments, understanding of the
company's customer base among internal customer groupsin terms of sources of
information search, involvement and loyalty becomes necessary for DTAC as the first

stage of its marketing strategy formulation.

The purpose of this research was to study the influence of sources of
infor 1ation search, involvement and loyalty on switching behavior of DTAC mobile
phone users. In addition, the objectives also were to determine the most influential
factors of sources of information search, involvement and customer loyalty that
distinguish the switchers from non-switchers. The data was collected from 400 DTAC
mobile phone users whose age was over 18 years old residing in Bangkok area only.

The chi-square test was employed to test the hypotheses.

The results of the research showed that five out of seven studied factors
including external information sources, interpersonal information sources, experiential
information sources, ego involvement and active loyalty have power to distinguish

switchers from non-switchers while another two studied factors comprising purchase



involvement and passive loyalty do not influence discriminating the two groups of

DTAC mobile phone users.

The findings provide important implications for DTAC to understand the
relationship between switching behavior and the predicting factors composing sources
of information search, involvement and customer loyalty, which can serve asa
guideline for the company to appropriately develop its marketing strategies, such as

advertising program, build-up brand cognition and pricing strategies.
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CHAPTER 1

GENERALITIES OF THE STUDY

This chapter is divided into seven sections as follows: Section oneisthe
introduction illustrating an overview of the mobile telecommunications service
industry in Thailand and a brief history of Total Access Communication Public
Co.,Ltd. or “DTAC”. Section two explains the statement of problem. Section
three indicates the objectives of the study. Section four and five indicate the scope
and limitations of the study, respectively. Section six determines the significance

of the study. The |ast section provides the definition of terms used in this research.

1.1 Introduction

1.1.1 Overview of Thailand's Mobile Telecommunication Industry

The Telecommunications industry in Thailand is a government monopoly
under the full control of the Ministry of Transport and Communications. There are
two state enterprises engaged in the Thal telecom market which are: (a) the
Telephone Organization of Thailand (‘TOT”) which is responsible for the
domestic market and neighboring countries, and (2) the Communications
Authority of Thailand ("CAT") which isresponsible for all international services,

including telephone, internet and postal services (TG, 2003).



Owing to the fact that telecommunication is one of the important basic
facilities relevant to the development of a country, demand for telephone lines has
grown in response to Thailand's fast-track environment (TAC, 2002). Due to the
shortage of fixed wired telephone, a perfectly-substitute product, cellular
telephone or mobile phone, has become the best alternative for Thai consumers
(Vongpanitlerd, 1998). Thus, TOT, in 1986, was the first service operator of the
country's mobile phone market using a 470 MHz. Frequency Nordic Mobile
Telephone (NMT) followed by CAT, which started its mobile phone servicesin
February 1987 under an Advanced M obile Phone System (AMPS) 800 MHz.
(band A) (www.tot.co.th, visited on March 23, 2004). During the period of 1991 -
1997, the Thai cellular market grew from 0.14 million subscribers to about 2.2

million subscribers, equivalent to a 58.3% growth rate (Vongpanitlerd, 1998).

As expansion of the mobile phone network to accommodate high demand
for mobile phone services required huge investments beyond the capabilities of
both TOT and CAT, private companies at that time, were brought in to develop
mobile phone networks under the model of Build-Transfer-Operate (“BTO”)
concessions under revenue sharing schemes agreed with the state-owned
enterprises who granted the concessions (Corner, 2002). In 1990, Advance Info
Service PCL. (“AIS”) wasthe first private company which received the
concession from TOT to operate NMT 900 MHz. cellular telephone service, so
called "Cellular 900" (AIS, 2004). One year later, Total Access Communication
PCL. (“TAC”) received the concession from CAT to operate AMPS 800 MHz.

(band B), so called WorldPhone 800 (Puenpatom, 1999).



In 1994, both AIS and TAC introduced their new digital mobile phone
services under Global System for Mobile Communication ("GSM™) 900 MHz.
digital and Personal Communications Network (“PCN”) 1800 MHz. digital,
respectively. Both digital systems were better than analogue servicesin terms of

quality of signal transmission (Puenpatom, 1999).

Apart from the two biggest players in mobile phone industry comprising
AIS and TAC, another mabile phone operator who obtained the concession from
CAT, was Digital Phone Co.,Ltd. (“DPC”). DPC first operated its mobile phone
services under the brand name Hello 1800 and was changed to GSM 1800 after
being taken-over by Shin Cooperation PCL and its partner — Telekom Malaysia
International Co., Ltd. in February 1998 (www.shinawatra.com). Later, TA
Orange Co., Ltd. ("TA-Orange"), a venture between the CP Group of Thailand
and Orange of the United Kingdom, entered the market in March 2002, followed
by Thai Mobile, ajoint venture between TOT and CAT in November 2002 (TAC,
2002). The last operator was Hutchison-CAT, which commenced its servicesin
February 2003 using the Code Division Multiple Access (“CDMA”) 2000 1-x

technology (www.hutch.co.tk, visited on March 11, 2004). This development has

taken place as aresult of the regulatory reform and liberalization within

Thailand's telecom market.



In conclusion, there are now five major mobile phone operatorsin
Thailand whose system, concession and the number of subscribers are shown in

Table1.1.

Table 1.1: Thailand's major mobile phone operators

in million subscribers

Operator System Concession | Concession No. of
granted by end subscribers
ended 2003*
DTAC AMPS 800-band B CAT 2018 6.5
GSM180(
AIS NMT 900 geT 2016 13.2
GSM 900
DPC GSM 1800 CAT 2018 0.2
TA-Orange GSM 1800 CAT 2018 1.6
Hutchison/ CDMA 800 — CAT N.A. 0.5
CAT band A

* No. of subscribers includes postpaid and prepaid mobile phone users (as of
August 22, 2003)
Sources: TAC’s annual report (2003), pp. 28

www.AIS.com, visited on March 11, 2004

Table 1.1 shows Thailand's five major mobile phone operators, which
operate the mobile phone services under the concession granted by CAT and
TOT. Based on the number of subscribers for the year ended 2003, the market

leader of mobile phone industry was AIS, which had 13.2 million subscribers.



http://www.AIS.com

DTAC was the second largest mobile phone operator having 6.5 million

subscribers.

The growth rate of the mobile phone market in 2003 was slower than the
previous two years. At the end of 2003, there were 22 million users, a 27%
increase from the previous year. Out of 2003's total numbers of usersin the
market, around 18 million were prepaid users accounting for 81% of the market
(TAC, 2003). The 2003's market shares of the major mobile phone operators are
shown in Figure 1.1. In 2003, three major mobile phone operators, DTAC, AIS,

and TA Orange, had a combined market share of around 95%.

Figure 1.1: Total market share of customers at end of year 2003

TA Orange, 302tgers,
0 \ 3.20%0
8.20% \ DTAC,

/ 29.30%

AIS + DPC, /

59.30%
Source: TAC’s annual report (2003). pp. 29

According to Figure 1.1, AIS and DPC were the market leaders of mobile

phone operators in Thailand with a market share of 59.30% for the year 2003.



DTAC and TA-Orange were the second and third having 29.30% and 8.20%

market shares, respectively.

Thailand's mobile phone industry is rapidly and dramatically changing in
compliance with the World Trade Organization's requirements regarding full
liberalization of Thailand's telecommunication markets by year 2006 (Comer,
2002). Following this, stiff competition in the mobile phone market is foreseen
when both qualified local and foreign operators are allowed to freely enter and

exit the market (TGI, 2003).

Under the liberalization scheme, the mobile phone market has seen
increasing competition and many tactics to gain market share, such as, reductions
of airtime fee and the unlocking of International Mobile Equipment I dentity
(‘IMET"). The competition has also evolved from mainly price cutting strategy
into product differentiation with various value added-services such as Short
Message Service (‘SMS’) and brand loyalty incentives aiming to capitalize on

customer repeat purchase (CAT, 2002).

In conclusion, the mobile phone industry has been driven by many factors
including intense competition, new marketing activities, improvement in
technology, purchasing power of mobile phone users and change in consumer
behavior. Under these conditions, it would be interesting to study the extent to
which information search, involvement and loyalty influence the switching

behavior of mobile users.



L1.2 Total Access Communication Public Co.,Ltd. (“TAC”)

TAC was established in August 1989 by United Communication Industry
Plc. to engage in wireless telecommunication services in 800 MHz and 1800 MHz
frequency bands. TAC was first granted a 15-year BTO concession period in year
1990. The concession has been extended twice to 27 years altogether until 2018.
TAC, in March 2001, launched the new brand “DTAC” under the slogan “DTAC
makes it easy". Several promotion programs have continuously been launched in
the market such as"MY" postpaid service offering reduced airtime rates for every
minute used after 75 minutes, "Happy Dprompt” prepaid service allowing
customers to spread the usage during the period of reduced airtime rates (TAC,

2003). Overview of DTAC’s background is described in Appendix 1.

1.2 Statement of the Problems

Thailand's mobile phone market in 2003 grew by 35% compared with the
previous year. Thisincreased the number of subscribers at the end of 2003 to 23
million or 34% of the population (Bangkok Post, January 3, 2004). Out of total
number of 23 million subscribers, TAC had 6.55 million subscribers through its

DTAC network (www.Business.com, visited on February 24, 2004).

After enjoying adramatic growth over the past several years, Thailand's
mobile phone market entered a saturation stage as subscriber growth in 2003 rose
at aslower pace than the previous year when the growth was 200% (Bangkok

Post, mid-year economic review 2003) Following this, the subscriber growth in



2004 is expected to have risen by 15% which was lower than the previous year
(Bangkok Post, January 3, 2004). Apart from the declining growth rate of demand,
competition among phone operators has intensified because of the entrance of new
operators comprising TA Orange and Hutchison and the upcoming full

liberalization in 2006 lifting barriers of entry into the industry.

DTAC was particularly selected as arepresentative of Thai mobile phone
services for thisresearch. DTAC, the country's second-largest mobile phone
operator, also encountered the same situation when the number of subscribersin
November 2003 declined by 18% compared with the previous month

(www.dtac.co.th, March 11, 2004). Various innovative services with aggressive

promotions have been actively employed to satisfy its customer bases aiming to
enhance loyalty and to attract new customers. For example, DTAC launched
Happy Dprompt, which offered airtime charges as low as baht 2.50 aminute. In
2002, DTAC was the pioneer in the removal of all phone identity locks or

International Mobile Equipment Identity (TAC, 2003).

Customers in the mobile phone industry frequently switch from one
operator to another whenever the promotions expire and the industry's intense
competition forces the mobile phone operators to implement both pricing and non-
pricing strategies. Creating innovative content, value-added services, improving
service quality, continuous promotion packages and advertisement are among
such strategies. The purpose is to satisfy the existing customer base as well asto

attract potential customers. Consequently, appropriate strategies can be



implemented only if the mobile phone operators clearly understand how the
information, involvement and loyalty influence the switching behavior of mobile
phone users. Thus, the statement of the problem for this research was "What types

of functions can distinguish the switcher: from non-switchers?”

1.3  Objectives of the Research

The purpose of this research isto provide better understanding of the
influence of information search, involvement and customer loyalty on switching
behavior of DTAC mobile phone users. This research also identifies what
variables of sources of information search, involvement and customer loyalty can
distinguish the two groups of DTAC mobile phone users. The research outcome
will be employed as guidelinesfor DTAC in designing and implementing
effective acquisition and retention strategies to fit mobile phone users behavior.
Therefore, the objectives of the research were defined as follows:

1 To study whether the two groups of DTAC’s mobile phone users
differ in their information search, involvement and customer
loyalty.

2. To identify what aspects of information search, involvement and
customer loyalty distinguish the two groups of DTAC mobile

phone users (switchers and non-switchers).



St. Gabrid'sLibrary, Au

1.4  Scope of the Research

This research examined whether or not the various aspects of
information search, involvement and customer loyalty influence the
discrimination of the two groups of DTAC mobile phone users (switchers and
non-switchers). The target group of this research was DTAC subscribersin
Bangkok metropolitan area. The demographic factors in terms of gender, income
level, occupation, education level were taken out from consideration. The data

was collected by means of self-administered questionnaires.

15 Limitations of the Research

1. Thisresearch was specifically intended to examine the switching
behavior of DTAC mobile phone users with regard to infortiation
search, involvement and customer loyalty. Thus, the findings cannot be
generalized for other mobile phone operators.

2. Thisresearch was conducted over a specific period of time. Thus, the
findings cannot be generalized for any other time as the service
features, promotion programs and service quality and behavioral
characteristics of mobile phone users, which have an impact on the
involvement and loyalty, may change in different periods.

3. Thisresearch was conducted on respondents residing only in the
Bangkok metropolitan area, therefore findings of this research may not

be generalized for respondents residing in other geographical areas.

-10-
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4. Of the total thirty respondents from pilot test survey, the reliability
testing was analyzed by using only twenty respondents since the rest
were unusable due to missing value. The findings of this reliability

test, therefore, cannot be generalized for other researches.

1.6  Significance of the Study

The study investigated the influence of information search, involvement
and loyalty on switching behavior of DTAC mobile phone users limited to the
Bangkok metropolitan areas. The findings provide the following benefits to
DTAC:

1. Understanding of what factors of information search, involvement and

customer loyalty influence the discrimination in switching behavior of
DTAC mobile phone users (switchers and non-switchers). This
definitely will help DTAC to properly develop and implement
retention and marketing strategies to fit its customer groups (switchers

and non-switchers).

2. Thefindings provide beneficial information about the attitude and
behavior toward DTAC’s services which DTAC can use to efficiently
manage its budget for suitable promotion campaigns to match each

target group's behavior.



3. Theresults of the research can help DTAC to better analyze its

strengths and weaknesses in various operational and marketing areas

and enable DTAC to increase the number of new subscribers through

an effective acquisition program.

1.7 Definition of Terms

These are the literal meanings of some words used in this research for

consistency.

Active loyalty

Advanced Mobile

Phone System

("AMPS") 800 MHz.

Attitudinal measure

Behavioral measure

is defined as customer behavior besides repeat
patronage, such as word-of-mouth and expansion of

service usage (Ganesh, Arnold & Reynolds, 2000).

is one type of mobile phone system for analogue
communication using 800 MHz. frequency (Sritanatorn,

2003).

refers to consumers overall feelings (i.e. evaluation)
about the product and the brand, and their purchase

intentions (Schiffman & Kanuk, 2000).

refers to aresponse of observation to promotional
stimuli for purchase behavior (Schiffman & Kanuk,

2000).

-12 -



Build-Transfer -

Operate (“BTO”)

Communication
Authority of

Thailand ("CAT")

Code Division
Multiple Access

(“CDMA™):

Consumer behavior

Private companies are required to build and operate
telecommuni cation networks and provide services on a
revenue sharing basis with the state enterprise awarding
the concession. Network infrastructure is transferred to
the concession-granting state enterprise onceit is
installed while the concessionaire has the exclusive right
to utilize those assets over the term of concession (TGI,

2003).

CAT, which is agovernment agency under the
supervision of the Ministry of Transport and
Communications, is responsible for all international
services including telephone, internet and postal services

(CAT'sannual report, 2003).

is one type of mobile phone systems providing clear
signal with disturbance protection. The coverage areais
equal to three stations of other mobile systems

(www.cattelecom.co.th, visited on March 23, 2004).

refers to how individuals make purchasing decisions to
spend their available resources, such as time and money,
on consumption-related items (Schif man & Kanuk,

2000).

-13-



Customer loyalty

Ego involvement

Experiential sources

of Information

External Sources of

Information

Global System for
Mobile
Communications

(“GSM") 900 MHz

is defined as the relationship between an individual
attitude in the direction of an entity (i.e. brand, service)

and patronage behavior (Olsen, 2002).

is defined as an on-going concern for a particular
product class based on individual's self concept, values

and ego (Ganesh, Arnold & Reynolds, 2000).

Personal experience with the services and general
service-relevant knowledge (Keaveney & Parthasarathy,

2001).

refers to impersonal sources or both commercial and
public sources of information gotten from outside the
customer's social system, which include mass media,
advertising, articles, brochures, pamphlets, reviews

(Keaveney & Parthasarathy, 2001).

is a standard mobile phone system for digital

communications using 900 MHz frequency range

(www.tot.or.th visited on March 23, 2004).

-14-



Information search

covers consumer buying process when the consumers
are looking for reading materials, talking with friends or
visiting stores to learn about the products or services

(Kotler, 2000).

Interpersonal sources refersto interpersonal sources of informatior gotten

of Information

Involvement

Loyalty

Non-switchers

from communication within the social system or so
called 'word-of-mouth communications (Keaveney &

Parthasarathy, 2001).

isregarded as the perceived level of personal value or
interest induced by a stimulus in a specific situation

(Arnould, Price & Zinkhan, 2004).

is defined as repeated purchases of specific products or
services during a certain period of time (Yi & Jeon,

2003).

refer to the customers who have experience with only

one service provider and never moved to the other

service providers (Ganesh, Arnold & Reynolds, 2000).

-15-



Passive loyalty

Purchase

I nvolvement

Services

Short Message

Service (“SMS”):

Switchers

refers to consumer behaviors related to the customers
willingness of repeat patronage with the current service
provider and defensel essness to competitive actions

(Ganesh, Arnold & Reynolds, 2000).

relates to the concern level of purchase process
happened from the need when making purchase decision

(Ganesh, Arnold & Reynolds, 2000).

is an intangible performance offered by one party to
another. The offering may or may not link with physical

products (Kotler, 2000).

is considered as one type of value-added service
allowing the users to transmit texts and data, both
graphics and voice regardless of their location (CAT's

annual report, 2002).

The customers who terminate using the services from

their previous service providers and switch to the current

service provider (Keaveney & Parthasarathy, 2001).

-16 -



Switching Barriers

Switching Behavior

Switching Cost

Nordic Mobile

refers to any elements, which make the consumers
confront difficult or costly situations to change service

providers (Jones, Mothersbaugh & Beatty, 2000).

refers to the behavioral act in switching the current
service providers to another one (Ganesh, Arnold &

Reynolds, 2000).

The perceived degree of the additional costs incurred
from ter aination of arelationship with the current
service providers and finding out an alternative one

(Petterson & Ross, 2003)

Signals are transmitted at low frequency to prevent

Telephone (“NMT?”): interference where the service areais divided into

smaller areas called cells. In each cell, the transmitting
and receiving equipment isinstalled at the base station
and connected to the mobile phone exchange and the
public switched telephone network. (www.tot.co.th

visited on March 23, 2004).

-17 -



Telephone
Organization of

Thailand ("TOT")

Wireless Application

Protocol (“WAP”)

A government agency under the supervision of Ministry
of Transport and Communications, is responsible for the
domestic market and neighboring countries

(www.tot.co.th, visited on March 23, 2004).

is a portable internet that can bring the World Wide Web
anytime and anywhere upon request, used to search and
access many kinds of infor nation such as entertainment,
news, etc. as well asto access e-mail, shopping and

banking (TAC, 2000).

-18-
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CHAPTER 2

REVIEW OF LITERATURE AND RELATED STUDIES

This chapter describes concepts and theories relevant to the conceptual
framework of this research with an aim to study the differences between
continuers and switchers with regard to the influence of information search,
involvement and loyalty. The previous empirical researches, which will be used to
review the similarities and/or differences in this research, are also described in this
chapter. There are two sections in this chapter comprising the framework of

concepts and theories and the previous studies related to the research.

2.1 Framework of Concepts and Theories

The following concepts and theories related to this study are reviewed:
2.1.1 Nature of Service Business

2.1.2 Consumer Behavior in Service Industry

2.1.3 Switching Behavior in Service Industry

2.1.4 Information Influence

2.1.5 Customer Involvement

2.1.6 Loyalty

-10-



2.1.1 Nature of Service Business

Taking into consideration DTAC’s business activities of mobile phone
service operator, it is necessary to first understand the nature of the service
business. It is recognized that economies have been dictated by services. For
example, the United States' service jobsin 1999 accounted for 78% of the gross
domestic product (GDP) and 80% of all jobs (Zeithaml and Biter, 2003). As the
demand for a better quality of life has been growing, the focus on manufacturing
activities has turned into the era of service-related activities, which is at the heart
of the economic revolution across the globe (Lovelock, Wirtz and Keh, 2002). To
such extent, services can be either aminor or amajor element of the company's

business activities, ranging from pure products to pure services (Kotler, 1994).

Terms of services can be defined in many different ways. The following
meanings were described by Lovelock, Wirtz & Keh (2002).

« Aserviceisan act or performance offered by one party to another.
Although the process may be tied to a physical product, the
performance is essentially intangible and does not usually result in
owner ship of any of the factors of production.

« A serviceisan economic activity that creates value and provides
benefits for customers at a specific time and place, by bringing about a

desired change in, or on behalf of, the recipient of the service.

-20-



Kotler (1994) defined that "A serviceis any act or performance that one
party can offer to another that is essentially intangible and does not result in the

owner ship of anything. Its production may or may not tied to a physical product.”

Gronroos (2000) mentioned that the basic characteristics of services can be
identified as follows:

1. Services are processes relating to activities rather than things

2. Servicesare at least produced or consumed simultaneously.

3. Customers are involved in the service process.

In conclusion, there are four fundamental characteristics of services as

shownin Table 2.1 below.

Table 2.1: The Fundamental Characteristics of Services

Characteristic Description
Intangibility - Services cannot be evaluated in advance of use.
Perishability - Stocks of the service element of the service package

cannot be held.
- Services need to deal with demand and capacity directly.

Simultaneity - The customer must be present before the service can
take place.
Heterogeneity - Thereisinherent variability in the service offered.

Source: Rowley, Jennifer. Managing Quality in Information Services.
www.dsir.nic.in, visited on May 31, 2004.

From Table 2.1, the differences between goods and services can be

identified with the four fundamental characteristics, which are intangibility,
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perishability, simultaneity and heterogeneity. In fact, intangibility is the key factor
determining whether an offering is a service or product. Taking into consideration
the intangibility characteristic, physical evidence has been employed to evaluate
the service before purchasing and to assess satisfaction with the service during and
after the consumption period. (Zeithelm and Bitner, 2003). Under the service
production process, physical evidence can be used to determine service quality
attributes and to build the service experience (Bebko, 2000). Service experience,
thus, isdirectly related to the level of satisfaction, leading to either switching or

staying behavior.

2.1.2 Consumer Behavior in Service Industry

Consumer behavior refers to how an individual spends his or her
available resources, such as time and money, on consumption-related items when
making purchasing decisions (Schiffman & Kanuk, 2000). Cultural, social,
personal, demographic and psychological characteristics influence consumer
purchase decisions (Glowa, 2001). The consumer behavior theory widely states
that consumers will largely engage in risk-reduction behavior by seeking
information about the products or services when the perceived risk increases

(Murray, 1991).

Generally, marketing and consumer behaviors illustrate the consumer

purchase behavior from the stage of problem recognition, to information search, to

evaluation of alternatives, to purchase decision and finally to post-purchase
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behavior (Zeithaml & Bitner, 2003). Figure 2.1 shows consumer behavior in

relation to the sequence of purchase process for services.

Figure 2.1: Stagesin Consumer Decision Making and Evaluation of Services

Need Information Evaluation of ‘ Purchase and .. Postpurchase

Recognition Search Alternatives Consumption " Evaluation

Source: Zeithaml & Bitner (2003). Service Marketing Integrating Customer Focus

Across the Firm (3% ed.). New York: McGraw-Hill, pp. 37

Thefirst step in Figure 2.1, when the process of buying a service has taken
place, is related to the recognition of needs and expectations. Following this, the
purchase is regular and low risk, consumers can make their purchase decision
quickly. On the other hand, an intensive information search is employed for the
first time for usage or high perceived risk. Based on the information on hand,
consumers then evaluate alternative service suppliers by reviewing documentation
such as brochures, websites, consulting with the other people such as friends and
visiting potential service suppliers. In the stage of purchase and consumption,
consumers' experience with specific service providers lead to the perceived
effectiveness of service encounters. Finally, the consumers evaluate service
guality and their (dis)satisfaction comparing with their service experiences and
expectations. The outcome, therefore, affects brand loyalty and purchase decision

whether to stay or switch (Lovelock, Wirtz & Keh, 2002).
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2.1.3 Switching Behavior in Service Industry

Switching Behavior

Switching behavior is the customer's purchase decision whether to stay
with the current service provider or to switch to the other service providers due to
the perceived quality, (dis)satisfaction, responsiveness to service failures,
switching costs, involvement and loyalty (Zeitham! & Bitner, 2003). Switchers are
the customers who have terminated using the services from their current service
providers and switched to the other service providers (Keaveney, 1995). On the
other hand, continuers refer to the customers who have experience with only one
service provider (Ganesh, Arnold and Reynolds, 2000). According to the study of
customer switching behavior in service industries done by Keaveney (1995), it
was found that the customers switch their service providers due mainly to the
following reasons: pricing, inconvenience, core service failures, service encounter
failures, responsiveness to failed service encounters, competition and ethical
problems. In addition, the other factors which affect the customers decisions
whether to remain loyal to the current service providers or switch brandsinclude
the customers' prior experience, product knowledge, satisfaction, media search,
consideration-set-formation and retailer search (Sambandarr & Lord, 1995). Some
researchers mentioned that the customers' attitude such as perceived risk will

strongly influence service switching (Zeithaml & Bitner, 2003).

Normally, loyal customers promote business opportunities by purchasing

more, paying premium price, making positive word-of-mouth. This encourages
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the providers to implement retention and loyalty programs. However, in reality, it
is recognized that not all efforts should be focused on retention and loyalty as
some loyal customers may switch for other reasons such as job related rel ocation.
According to the brand-switching literature, it is stated that the factors such as
coupons, price are correlated to the lower satisfaction and repeat purchase
intention on the switched-to brand (Ganesh, Arnold & Reynolds, 2000). Customer
retention is, therefore, one of the most important strategies of the company when
the cost of attracting new customers may be five times higher than the cost of
maintaining the existing ones. In doing so, there are two ways to accomplish it:
raising high switching barriers and providing high customer satisfaction (Fornell,
1992). According to Kotler (1994), the company's goal is not only to increase the
number of customers but also to retain its customer base. Prior research reported

that retaining existing customer costs less than finding new ones (East, 1997).

Switching costs are, thus, conceptualized as the perception of degree of the
additional costs required to tell 1inate arelationship and find out an alternative one
(Patterson & Ross, 2003). When consumers consider switching service providers,
they may perceive the obstacles including searching cost, transaction cost,
learning cost, loyal customer discounts, customer habit, emotional cost and
cognitive effort together with all financial, social and psychological risks (Fornell,
1992). As aresult, some dissatisfied customers seem to have loyalty with their
current service providers only because of high switching costs. For the mobile

phone market, various types of switching costs including transaction costs (time
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and effort, etc.), search costs (cost of time for seeking information on prices,

benefits, etc.) are exposed (Lee, Lee & Feick, 2001).

Subscription or membershi p-based service firms such as
telecommunication companies, whose revenues are based on fixed fees for basic
services with additional charges for increased usage, can be affected by customer
switching behavior when fixed costs such as investment in advanced technology is
allocated across a large number of customers in terms of monthly fees (Keaveney
& Parthasarathy, 2001). The understanding of switching behavior helps
companies to implement effective and appropriate marketing strategies including
switching barriers. The companies having low barriers and weak customer
satisfaction need to compete on price in the forms of sales promotions, etc., which

finally result in a negative effect on gross margins (Fornell, 1992).

Consequence of Service Switching and How Customer Response to Service

Failure

Whenever customers switch service providers, it islikely they will
participate in post-switching behaviors associated with such incidents, mainly
through word-of-mouth communications (Keaveney, 1995). The inability to
deliver or late delivery of services, incorrect or poor execution, uncaring or rude
employees are all the examples of service failures that bring about negative
feelings and responses from customers such as anger, discontent, disappointment,

and anxiety (Zeithaml & Bitner, 2003).
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In response to consumption experience, the customers can take one or
more of four behavioral responses, which are exit, voice, continued patronage or
staying and twist or resistance. Exit, which refers to not purchasing or using the
service again, is one of the alternative behavioral responses to dissatisfied
experience. Voice can take different forms including compliments in response to
satisfied outcome, complaints about perfor nance failure, negative or positive
word-of-mouth with other consumers or third-party complaints or compliments.
Continued patronage or staying happens to customers who have high loyalty and
are willing to re-purchase a preferred service in the future e en though they are
induced by the incentives to switch. Twist refers to negative or positive reactions
to satisfaction or dissatisfaction with novel unanticipated behaviors (Amould,

Price & Zinkhan, 2004).

Figure 2.2: Customer Complaint Actions Following Service Failure

[ Service failure sl

Dissatisfaction/
Negative emotions

Complaint action No complaint action
Complain Negative Third-party
to provider word-of-mouth action

Exit/ Stay Exit/ Stay
switch switch

Source: Zeithaml & Bitner (2003). Service Marketing Integrating Customer Focus

Across the Firm (3' ed.). New York: McGraw-Hill, pp. 190.
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As shown in Figure 2.2 above, there are three possible ways for
dissatisfied customers to make a complaint, either (1) to service providers or (2) to
spread negative word-of-mouth to friends, relatives and coworkers or (3) to
complain to third parties such as government agencies. Finally, it ends up with
two alternatives: whether to patronize the current service providers or to switch to
other service providers. On the other hand, the customers may decide not to
complain because of a possibility wasting time and effort, not knowing how to
complain, or emotion (Zeithaml & Bitner, 2003). In some events, when customers
are dissatisfied, they may remain with their current service providers due to high
switching barriers, but engage in negative word-of-mouth (Jones, Mothersbaugt

& Betty 2000).

Some researchers also suggest that perceived quality failure leads to two
types of responses including exit and voice. Exit is switching to other products or
suppliers whereas voice or complaining can be in a number of forms such as
negative word-of-mouth, redress-seeking from suppliers and occasionally formal
complaints through [egal means. On the other hand, satisfaction leads to loyalty
and positive word-of-mouth (East, 1997). Complaining relieves the conflict that
happened from dissatisfaction as well as makes the customer less dissatisfied in
the future. Appropriate responses to complaints help the company to prevent
switching (Nyer, 2000). The findings of research done by Nyer (2000) showed
that encouraging dissatisfied consumers to express their feelings and opinions
causes an increase in the level of satisfaction and product evaluation. In addition,

complaining aso influences actual purchasing behavior.
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2.1.4 Information Sear ch

Consumer behavior, which relates to action of individuals or groups to
acquire, use and dispose of products, services, ideas or experiences, normally
involves the process of searching information and actual product purchase
(Arnould, Price & Zinkhan, 2004). Consumer information search shows that
different types of information sources vary between goods versus services
decisions, which definitely affect predictive expectations, satisfaction and
switching behavior (Keaveney & Parthasarathy, 2001). Past research in consumer
information search behavior has indicated that consumer motivation and
knowledge are influential in their further search activities (Jee & Lee, 2002).
Before making a purchase decision or switching the service providers, information
search is generally employed by the consumersin order to reduce perceived risks
of uncertainty over purchase, which happen from alack of knowledge and
information. It is also found that greater perceived risk involving purchase or
switching decisions |eads to more participation in product-related conversations
and word-of-mouth discussions (Murray, 1991). Besides, the consumers engage in
information search when they feel that the amount and quality of information

available are insufficient or in conflict with the past experiences (Assael, 1981).

Sour ces of Information
Information search, thus, involves the consumer buying process when the
consumers are looking for reading materials, talking with friends or visiting stores

to learn about products or services (Kotler, 2000). In fact, internal information in
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the long-term memory is originally obtained from external sources, and then
transformed and stored as a memory. Apart from this, the consumers also acquire
the information from external sources such as word-of-mouth communications
with friends, media, brochures (Hawkins, Best & Coney, 2004). The credibility of
the information sources is based on the consumers perceived intentions

(Schiffman & Kanuk, 2000).

Generally, there are five primary sources of information which are as
follows:

1. Personal sources such as family, friends, neighbors.

2. Commercial sources or marketer-dominated sources presenting an
informing function such as advertising, salespersons, dealers, displays.

3. Public sources or independent sources performing evaluation function
such as mass media, consumer-rating, government agencies.

4. Experiential sources: inspection or product trial (Kotler, 2000).

5. Memory of past searches, personal experiences and low-involvement

learning (Hawkins, Best & Coney, 2004).

Based on the primary sources above, informatior sources linked to
purchase decision can be divided into two groups: internal and external
information. The subsets of each information source used for purchase decision

are also shown in Figure 2.3.

-30-



Figure 2.3: Information Sources for a Purchase Decision

Past Searches
Actively
acquired
Personal Experiences
Internal
information
Passivel . .
. y Low-involvement Learning
acquired
Information Independent groups
Sources P group
Personal contacts
External Actively
information acquired
Marketer information
Experiential

Source: Hawkins, Best & Coney (2004). Consumer Behavior; Building Marketing

Strategy (9" ed.). New Y ork, McGraw-Hill, pp. 531

Figure 2.3 identifies that information sources are divided into internal and
external information. Internal information is acquired in two ways: actively
acquired information through past searches and personal experiences and
passively acquired information through low-involvement learning. For external
information, inforr1ation is actively obtained from word-of-mouth communication
(independent groups and personal contacts), marketer-dominated sources and

experiential sources.

-31-



Furthermore, the concept of consumer information sources in the study
switching behavior done by Keaveney & Parthasarathy (2001) identifies that
information sources are obtained from three sources: external sources of
information, interpersonal sources of information and experiential sources of

information. Each source of information can be elaborated as follows:

1. External sources of information

Consumers use external infortiation search by reading about products or
services in mass media, using marketer-dominated print information and
researching third-party reviews of products and servicesin articles, books,
magazines, brochures, pamphlets, advertisement, reviews and ratings (Keaveney
& Parthasarathy, 2001). Thisis also called impersonal information which is
divided into two sub-categories, which are impersonal advocate referring to print
media and broadcast advertising and impersonal independent referring to
information gathered from popular articles and broadcast programming (Mitra,
Reiss & Capella, 1999). Normally, consumers prefer external and impersonal
sources more when choosing goods, but less when choosing services. Consumers
who use the information sources are interested in the real and material information
about the service attributes that the predictive expectations of the service

performance are more accurate (Keaveney & Parthasarathy, 2001).

In fact, customers generally participate in extensive external search before

purchasing. However, it is clear that information acquisition is not free when costs

of search include monetary costs such as transportation cost, parking, internet time
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charged and non-monetary costs such as time, energy, psychological effect

(Hawkins, Best & Coney, 2004).

2. Inter per sonal sour ces of information

Interpersonal influence is defined as thinking or purchase behavior
influenced by other peopl€'s intentional or unintentional, expressive and goal-
directed communications (Amould, Price & Zinkhan, 2004). Some customers,
who have little prior experience or low confidence in their own judgment, rely on
word-of-mouth opinions from other persons rather than their own decision-
making processes when making product or service decisions (Keaveney &
Parthasarathy, 2001). These sources of information are considered customer-
dominated sources that the marketer has little control over (Mitra, Reiss &
Capella, 1999). However, negative disconfirmation might happen if the services
do not perform in the way that the friends or other persons have described. This
strongly results in switching services or discontinuing uses (Keaveney &

Parthasarathy, 2001).

The findings of several studiesindicate that word-of-mouth (WOM) is
particularly useful and important as a source of risk-reducing information for
consumers rather than external or impersonal communication owing to
clarification and feedback opportunities (Murray, 1991). There are two
characteristics of information searchers influencing the responsiveness to

information search, which are: (1) the preference that information searchers have

-33-



for word-of-mouth as an information source and (2) information searchers own

expertise. Expertise is the knowledge that a source possesses (Gilly et al., 1998).

In services businesses, customers normally have active contact with
service providers through visits to the facilities and face-to-face interactions with
employees. Nowadays, the customers, if faced with any problems, will make a
contact with the service providers through e-mail messages, tel ephone
communication while never visiting the offices. Thus, service encounter is not
only one of the major factors affecting the customers experience with the service
providers but also central to creating satisfied customers (Lovelock, Wirtz & Keh,

2002)

3. Experiential source of infor mation

The higher perceived risk associated with the purchase or service decision-
making, the more consumers prefer to participate in their observation and
experience. Information gathered from experience has more influence on the
behavior than other sources of information. To such extent, the consumers have
not only personal knowledge about service attributes in their memory but also
personal experiences whether or not the servicesfit their needs. Not surprisingly,
the predictive expectations based on experience are quite accurate and the

disconfirmation level tends to be low (Keaveney & Parthasarathy, 2001).

In fact, consumers should recognize that the information search, which

engages in mental and physical activities that the consumers must act, takes time,
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energy and money (Hawkins, Best & Coney, 2004). To such extent, switching to
another service provider requires time, effort and monetary costs of evaluating
information and costs of |earning about the new service routines and rules before

making the decision of switching or staying (Assael, 1981).

Thailand's mobile phone market is competitive and now entering the
saturation stage. The mobile phone market essentially shows the various elements
of switching costs including transaction costs (the cost of time and effort in filling
out the forms, etc.), and search costs (the costs of time in seeking information on
prices, benefits, service, etc. from the various providers) (Lee, Lee & Feick,

2001).

2.1.5 Involvement

Involvement, which shows the psychological outcome of motivation, is
regarded as the perceived level of personal value or interest induced by a stimulus
in a specific situation. Involvement happens when people's needs, values or self-
concept are actively developed within a given situation. High financial and social
risks result in an increase in the level of consumption involvement (Amould, Price
& Zinkhan, 2004). Involvement can be defined as a function of interaction
between the individual, the stimulus and the situation (Hawkins, Best & Coney,
2004). Besides, involvement is also defined as a person's perceived level relevant
to the object of consideration based on inherent needs, values and interests
without reference to a specific position (www.siue.edu. visited on October 21,

2004). However, individual consumers perceive the same products or services
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differently and consequently have different levels of consumer involvement, either
high or low involvement (Armould, Price & Zinkhan, 2004). This reflects the
consumers subjective feelings regarding the importance of judgment process (Jee

& Lee, 2002).

Involvement theory states that people participate in limited info_nation
processing in the case of low significance, low risks, brand familiarity. On the
contrary, people engage in active infor nation processing in the case of high

importance, high value, high risk (Glowa, 2001).

Level of Consumer Involvement

Level of involvement can be divided into two categories which are high-
involvement purchase and consumption and low-involvement purchase and
consumption based on the degree of personal relevance that the products hold for
that consumer (Assacl, 1981). The hierarchy of effects from low involvement
consumption is definitely different from the high involvement case, which can be

summarized into four types of behaviors as shown in Figure 2.4.
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Figure 2.4: A Classification of Four Typesof Consumer Behavior
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Source: Assael (1981). Consumer Behavior and Marketing Action (1% ed.).

Massachusetts, Kent, pp. 80

1. High-Involvement purchase and consumption

High involvement purchase is relevant to the purchases that are very

important to the consumer in tetras of perceived risks and extensive problem

solving through information processing (Schiffman & Kanuk, 2000). Consumers

with high involvement actively participate in information search, especially
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through newspapers or advertising. When high-involvement consumers spend
time and effort to search information, they generally show higher satisfaction and
less negative disconfirmation with the service they consume. High-involvement
consumers evaluate alternatives and make comparison before making the decision.
They are thus brand loyal, but use their experiences as criteriafor future purchase

decisions (Arnould, Price & Zinkhan, 2004).

Cognitive learning theory is employed for high involvement with
significant differences between brands (Assael, 1981). It is defined as mental
information processing, often in response to problem solving. Normally,
individual has different cognitive manner about the products such as imagery,
familiarity and previous experiences. Thus, consumers with high cognitive ability
seemingly acquire additional information and process such information more than

low cognitive consumers (Schiffman & Kanuk, 2000).

For high involvement with few differences between brands, dissonance or
attribution theory is applied to describe this type of consumer behavior.
Dissonance theory occurs after a purchase when the consumers have conflicting
thoughts about beliefs or attitude objects. Another alternative theory for this type
of consumer behavior is attribution theory. Attribution theory describes attitude
formation and change as aresult of people's thought based on their self-
perceptions and experiences, which happens after the purchase. There are no prior

beliefs or evaluation. The sequences of both dissonance and attribution theories
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are similar in the order of behavior, then beliefs and then evaluation (Assael,

1981).

2. Low-Involvement purchase and consumption

Low involvement purchases happen for the purchases that are not very
important to the consumers, have little relevance and perceived risk and require
very limited information processing (Schiffman & Kanuk, 2000). Decision-
making for low-involvement consumers comes from simple cognitive of the
products or services and less impact from experiences. Thus, they are inactive
information seekers and processors. Furthermore, substitution among brands and
indifferent brand perceptions are indicative of low-involvement consumers

(Amould, Price & Zinkhan, 2004).

In relation to low-involvement with significant differences between
brands, variety seeking occurs when the consumerstry to diversify brands with
little psychological involvement and low risk in switching to another brand.
Inertiarefers to the consumers who have been facing with low involvement and
few differences between brands. The inert consumers will either randomly choose
abrand or create spurious loyalty from their familiarity or avoidance of decision

processing (Assael, 1981).
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Characteristics of Consumer | nvolvement

Involvement isinfluenced by personal needs, goals, characteristics,
situational and decision factors relating to search behavior, information processing
and persuasion (Arnould, Price & Zinkhan, 2004). Following this, involvement
can be grouped into 4 types as follows:

* Cognitive involvement

Comprehensive brand comparison along with sharp thinking and
processing information about the goal involves cognitive involvement (Arnould,
Price & Zinkhan, 2004). Cognitive involvement also concerns measurement of

ego involvement, risk perception and purchase value (Schiffman & Kanuk, 2000).

» Affectiveinvolvement
Affective involvement refers to comprehensive feelings and emotional
energy, stimulated by advertising to encourage people to have experience

(Arnould, Price & Zinkhan, 2004).

* Enduring involvement

Enduring (or intrinsic) involvement involves arelatively natural permanent
phenomenon (Se-Hyuk, 1996). It happens when consumers show interest in
offering or activity over along period of time (Amould, Price & Zinkhan, 2004).
Intrinsic sources of personal relevance (‘ISPR”) are used for recognizing the levels
of enduring involvement in relation to consumers' feeling and knowledge
formation. ISPR can be derived from past experience and stored in a consumer's

long-term memory (Martin & Marshall, 1999).
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* Situational involvement

Situational involvement refers to short-term or transitory feeling of
involvement and is influenced by characteristics of the decision situation such as
off-season sales, advertising (Martin & Marshall, 1999; Park, 1996, Se-Hyuk,
1996). The model of situation sources of personal relevance (SSPR) is employed
for recognition of level of situation involvement. SSPR are situation-specific,
involve indication and stimuli of personally relevant perception of consumers

(Martin & Marshall, 1999).

Ganesh, Arnold and Reynolds (2000) studied the differences between
switchers and non-switchers in terms of involvement, which are categorized into
two aspects: purchase involvement and ego invol vement.

1. Pur chase I nvolvement

Purchase involvement is considered as the outcome of customers
interaction with the purchase situation. It is associated with the concerned level of
purchase process caused by customers need when making the decision. It refers
to the cost, effort or investment in a purchase. Customers have experienced
changes in purchase involvement along with the relevant change in environment.
Thus, the cognitive evaluation based on prior experience results in higher
purchase involvement (Ganesh, Arnold and Reynolds, 2000). High purchase
involvement leads to an extensive search under a specific situation (Jee & Lee,

2002).
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Figure 2.5: Factors influencing Purchase Involvement

The Individual The Product
\ / Class

Involvement

The Situation : : Communication

Source: www.siue.edu. visited on October 21, 2004

Figure 2.5 depicts the purchase involvement which is affected by the four
main factors, which are the individual, the product class, the situation and
communication. Perceived risk is directly associated with purchase involvement
influenced by personal needs and goals, product class, specific situation and word-

of-mouth communication.

2. Ego I nvolvement

Ego involvement, which is similar to enduring involvement, is defined as
an on-going concerned level for a particular product class based on the
individual's self concept, values and ego. It isrelatively independent of purchase
situations. It has long been acknowledged that changes in the level of ego
involvement are associated with stresses and strains of customers' experience.

Stayers have experienced a high degree of familiarity with and have developed a
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favorable attitude toward their current service providers. Thus, stayers are likely
to exhibit a higher level of ego involvement than switchers (Ganesh, Arnold and

Reynolds, 2000).

Ego involvement is also defined as the state of identification happening
between the individual and activity in association with the level of enjoyment and
self expression toward the activity (Young, Williams & Roggenbuck, 1991). Ego
involvement affects the product decision when the individual involves
consciousness of one's salf identity, feelings of importance, personal status and

self-esteem (Schultz, 2001).

M easuring Involvement

Many different quantitative measures have been employed to assess the
degree of involvement associated with products, promotions, purchases,
consumption experiences. The acceptable method is a continuum rather than

dichotomy while many use multi-item scales (Schiffman & Kanuk, 2000).

The revised Personal Involvement Inventory, so called RPII, measures
involvement through a seven-point scale or on a semantic differential scale. There
are three main advantages of RPII, which are to include in a survey or experiment
when it contains only ten items, to divide into two overall factors-cognitive and

affective consistent with the involvement theory, and to measure a wide variety of
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stimulus objects, including products, ads or purchase decision (Armould, Price &

Zinkhan, 2004).

2.1.6 Loyalty

Nature of loyalty includes customer loyalty and brand loyalty. Actually,
the terms brand loyalty and service loyalty are defined in the same way.
Generdly, loyalty measures can be categorized as either behavioral or attitudinal
(Thiele & Mackay, 2001). Loyalty, in general, is measured by repurchase
intention and price tolerance (Fornell, 1992). Besides, loyalty is also defined as
repeated purchase of specific products or services during a certain period of time
(Yi & Jeon, 2003). Loyalty is created by using financial, social and structural
bonding processes (Jenkinson, 1996). Thus, the degree of commitment to
particular brands depends on switching costs, the availability of substitutes,

perceived risks and satisfied experiences in the past (Zeithelm & Bitner, 2003)

Customer loyalty is defined as the relationship between an individual
attitude in the direction of an entity (i.e. brand, service) and patronage behavior
(Schiffman & Kanuk, 2000). Besides, customer loyalty also refers to the future
commitment to re-patronize the preferred products or services even though there
are some situations and marketing efforts such as promotion potentially causing
switching behavior (Amould, Price & Zinkhan, 2004). Customer loyalty is also
the feeling of affection for product or services, which leads the customers to many

forms of customer behavior (Jones & Sasser, 1995). Consequently, customer



retention can be achieved in two basic ways, which include building up true

attitudinal and behavioral loyalty and putting up switching barriers such as cost of

switching to another service provider (Patterson & Smith, 2003). Bitner (1990)

mentioned that service loyalty might be affected by the factors including time and

money, lack of alternatives, switching costs and habit.

Uncles, Dowling and Hammond (2002) summarized that there are three

popular conceptualizations, which are described and depicted in Figure 2.5 below.

Figure 2.6: Conceptualization of Customer Loyalty

Strong attitude & positive beliefs toward
the brand

Model 1

The influence of significant others,
community membership & identity

Habitual revealed behavior

Model 2

Attitudinal-loyalty to the brand
(mainly seen as single brand loyalty -

monogamy or 100% loyal)

Satisfactory experience & weak

commitment to brands

Purchase situation, usuage occasions &

Model 3

Behavioral-loyalty to the brands

(mainly seen as divided-loyalty to the
few brands - polygamy)

variety seeking

An individual's curcumstances &

characteristics

Co-determinants of buying brands

(mainly seen as weak loyalty or no
loyalty to any brand- promiscuity)

Source: Uncles, Dowling & Hammond (2002). Customer Loyalty and Customer

Loyalty Programs, Journal of Consumer Marketing.

www.marketing.unsw.edu.at.

_45-



http://Marketing.www.marketing.unsw.edu.au

Model 1: Loyalty is primarily referred to attitude leading to a relationship
with the brand.

The measure of these attitudes can take place by interviewing the
customers how much they like the brand, feel committed to the brand whether
they will recommend it to others, and have positive beliefs and feelings about it
compared to competing brands. The key success factors are to predict brand's
purchase and to determine repeat patronage. The attitudinal perspective is relevant

to the objective of this research.

Model 2: Loyalty is mainly defined in terms of exposed behavior.

From this point of view, loyalty is defined as a continuing tendency to buy
the selected brand, out of several brands. The reason is that the consumers repeat
purchasing the same brand, not because of any strong prior attitude or deep
commitment, but because it is not worth the time and trouble searching for an
alternative. In addition, the consumers may consider that it is not worth making

their effort to decide on alternative brands when all are likely satisfactory.

Model 3: Buying is influenced by the individual's characteristics,
circumstances and/or the purchase situation.
Individual's characteristics include the desire for variety, habit, the need to
conform, the tolerance for risk, etc. Individual circumstances include budget
effects and time pressure. Examples of purchase situation are product availability,

promotion, specific use. These factors, thus, co-determine the status of loyalty.

- 46-



SL Gabrid'sLibrary,

Besides this, loyalty can be divided into four categories including loyalty,

spurious loyalty, latent loyalty and no loyalty as shown in Figure 2.6 below.

Figure 2.7: Brand Loyalty as a Function of Relative Attitude and Patronage

Behavior
Repeat Patronage
High Low
Relative Attitude High Loyalty Latent Loyalty

Low Spurious Loyalty No Loyalty

Source: Schiffman & Kanuk (2000) .Consumer Behavior (7" ed.)._ New Jersey:
Prentice Hall, pp.192 (From: Dick Alan S. and Basu, Kunal (1994). Customer
Loyalty: Toward an Integrated Conceptual Framework. Journal of the Academy of

Marketing Science. Vol. 22, pp. 99-113

According to figure 2.6, brand loyalty refers to the customers who have
high relative attitude and high degree of repeat patronage. Some theories
mentioned that thisis the relationship between brand loyalty and high
involvement. Following this, high involvement leads to active, extensive
information search whereas spurious loyalty exists in the group of customers who
have low relative attitude with little differentiation among brands in low-
involvement aspects, but engage in high repeat patronage (Schiffman & Kanuk,

2000). The degree to which a customer's eval uation of one product or brand
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dominates that of other alternativesis called relative attitude (Olsen, 2002).
Spurious loyalty also refersto repeat purchasing of a brand without commitment,

but relates to habitual purchasing with alow level of involvement (Assael, 1981).

Measures of Loyalty

Customer loyalty has been operationalized as behavior and attitude (Lee,
Lee & Feick, 2001). Apart from these two measures, the additional measureis
differentiation loyalty (Thiele & Mackay, 2001).

1. Behaviora loyalty

Behavioral loyalty is measured by actual purchases observed over a period
of time or asalow differential needed for switching. The examples of behavioral
loyalty's aspects are hard-core loyalty and repeat purchase probability (Lee, Lee

& Feick, 2001).

2. Attitudinal loyalty

Attitudinal loyalty is measured in terms of stated preferences, commitment
or purchase intentions. It is found that some behaviorally-loyal customers show
attitudinal disloyalty as intention to switch in the future is observed. The measures
of attitudinal loyalty are attitude toward the act, brand, verbal probability and
preference (Lee, Lee & Feick, 2001). In another sense, attitudinal loyalty, which
relates to the degree of psychological attachment exposed by each consumer,
includes cognitive, affective and conative elements (Yi & Jeon, 2003). Thisalso

relatesto Model 1 in Figure 2.5.
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3. Differentiation loyalty
Differentiation loyalty is determined when a firm or brand protects buyers

from competing brands (Thiele & Mackay, 2001).

According to the research done by Ganesh, Arnold & Reynolds (2000), the
two-factor solution of the customer loyalty measures, active loyalty and passive

loyalty, was employed.

1. Activeloyalty, which issimilar to the concept of affective loyalty, is
defined as customer behavior besides repeat patronage, such as word-of-mouth
and expansion of service usage (Ganesh, Arnold & Reynolds, 2000). It isdriven
by a static and current assessment of the service providers (Wangenheim &
Bayon, 2001). In terms of affective loyalty, it can be defined as a psychological
concept caused by the individual's need to continue a particular program (Se-
Hyuk, 1996). In reality of the business world, customer referral and word-of-
mouth are significantly important aspects in acquiring new customers (Jones &

Sasser, 1995).

2. Passiveloyalty, whichissimilar to conative loyalty, refersto
consumer behaviors related to the customers' willingness of repeat patronage with
the current service provider and defensel essness to competitive actions (Ganesh,
Arnold & Reynolds, 2000). In fact, intent to repurchase can be measured at any
time mainly through asking the customers (Jones & Sasser, 1995). Passive loyalty

isdriven by switching costs and the effect of changes in marketing variables
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(Wangenheim & Bayon, 2001). Conative component is generally expressed in the

form of consumer's intention to buy (Schiffman & Kanuk, 2000).

The measure of loyalty in terms of active and passive loyalty conforms to
the research done by Lee, Lee & Feick (2001) when the active loyalty is measured
by the willingness to recommend the current service provider to friends and
associates while the passive loyalty is measured by repurchase intent and

resistance to switching to competitors servicesin view of better offers.
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2.2 Previous studies related to the research

Keaveney & Parthasarathy (2001) used an online service in their
exploratory study of switching behavior and found that the roles of selected
attitudinal, behavioral, and demographic factors were effective in discriminating
between switchers and continuers. Independent variables included informatior
influence (external, interpersonal and experiential influences) that customers used
for decision-making, service usage (frequency, intensity and overall), attitudinal
of risk-taking propensity and demographic (income and education). Extension of
the study included measures of satisfaction and involvement. The sample size was
estimated by using power analysis and recommended procedures for discriminant
function analysis. Questionnaire was sent to 443 respondents who had agreed to
participate in the study. The study found that continuers had more prior
experience than switchers with the service after purchasing in the form of
increased usage. It meant that there was a rel ationship between service usage and
continuance. In relation to information influence, the research found that lower
use of external, impersonal sources of information when making decision for
online service was associated with higher service switching. On the other hand,
reduced reliance on the experiential sources was related to increased service
switching behavior. Finally, the decision-making of subscription for online service
switcher was influenced by word-of-mouth rather than through research or

previous experiences.
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Ganesh, Arnold & Reynolds (2000) studied whether the three groups of a
bank's customers (dissatisfied switchers, satisfied switchers and stayers) differed
in their overall satisfaction, satisfaction with the individual aspects of the banking
service (people factors, location convenience, ease of transaction and cost),
purchase and ego involvement, active and passive loyalty and demographic
characteristics (sex, marital status, age, household income and education).
Sampling units were selected from the tel ephone directory in proportion to
alphabetical listings. Data was collected through telephone interview by using
script. Of total 828 calls, there were 200 usabl e responses whereas the rest were
no answer, busy signal, refusal to answer, no contact and unusabl e responses
because of missing values. ANOV A was the statistical technique for examining
group means on the overall satisfaction while factor analysis was employed to
measure involvement and loyalty. Then, discriminant analysis was used to
measure the discriminants among the three groups of customers. The findings
indicated that the three groups of bank's customers differed significantly in terms
of their satisfaction with the current service provider, purchase and ego
involvement processes and loyalty toward the service provider. The dissatisfied
switchers were significantly found to engage in active loyalty behaviors, whereas
stayers, who exhibited higher satisfaction than satisfied switchers but lower
satisfaction than the dissatisfaction switchers were likely to exhibit only passive

loyalty.
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Edvardsson & Ross (forthcoming) used the telecommunication market in
Sweden in their study of customer complaints and switching behavior. The CIT-
based method (Critical Incident Technique) developed by Ross (1999) was
employed to identify and describe the switching process from the customers
perspective. This method means that the customers are asked to identify specific
and critical incidents, which they remember at the time of the interview. Then, the
stories are written down, analyzed and sorted in different groups. The first phase
studied the complaint behavior in collection of the data by interviewing with 23
customers who had ever made the complaint. Of total 209 customers, 33
customers were interviewed for the second phase, which focused on the reasons
why they switched from one telecom operator to another. In the research, there
were three categories of critical incidents from the first phase, which were
technical problem, pricing and billing and miscellaneous regarding disconnection,
transfer of phone number, information regarding hypersensitivity to electricity,
installation of extra phone jack and dissatisfaction with the instruction regarding a
new system. The results of findings were summarized into 3 aspects which are
causes (i.e. frequency of switch, complaints about costs), course of event (i.e. was
offered a quick solution to the problem, was treated well and promised
connection) and results or the effects of customer's future relationship (i.e.
satisfied or dissatisfied leading to strengthened or weakened relationship). For the
second phase, the most critical incidents that caused the customers to switch to

other service providers were found that included:
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- problems with core service (e.g. technical problem)

- treatment by the service providers that causes positive or negative
feelings

- information (e.g. an acceptance explanation of the problem)

- correction of the problem and how and when this takes place.

To such extent, the customers could be classified into 3 groups. The first
group was situation-trigger related switching process in which the customers
consider and plan to change once there are something new happening. Thus,
interaction and communication between the service provider and the customersin
this group is very important to avoid the switching path. Group 2 refersto
influence-trigger related switching path. There were two groups of customersin
this group based on the scale of |ess extreme (switching often without reasons) to
extreme (customers who are interested in and demand competent service and
support when they need them). This group of customer remains loyal aslong as
nothing new happens. The last one refers to reaction customer group, who were
classified as loyal customers feeling secure in their relationship with the service
providers. They are dependent on customer support and thisis areason why they
often complain. Finally, it can be concluded that the combination of the effect of
negative word-of-mouth, switching and reduced consumption will negatively

affect the productivity and profitability of the customers' relationships.



Chaisompong (2001) studied consumer product involvement for mobile
phones. The study investigated the influence of demographic factors (age,
household income and education level) on customer product involvement
(perceived product importance, perceived risk, hedonic value and symbolic value).
The findings indicated that age, household income and education level were not
associated with the perceived product importance and hedonic value. Age and
household income factors were related with perceived risk of the product while
only age factor was associated with symbolic value. Furthermore, the product
importance and symbolic value were critical parts of consumer product

involvement for mobile phone.

Sansinrungsri (2003) studied the influencing determinants in customer
service switching for book rental business. Some causes of service switching
behavior developed by Keaveney (1995) including book rental rate, location,
operation hours, desired book availability, physical surrounding and service
personnel were selected to examine the degree to which each factor related to the
switching behavior. The 120 respondents, who were the customers of two book
rental shops located around Assumption University, were interviewed through
guestionnaires. The results, which used discriminant analysis, indicated that there
were significant relationships between those six variables and switching behavior.
The most influential factor affecting switching behavior was location of shop
whereas the least influential factor was operation hours. Furthermore, the findings
showed that the switchers perceived predictor variables as identifiable and

significantly different from the continuers’ point of view.
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Sritanatorn (2003) studied what factors led to mobile phone service
switching among AIS, DTAC, TA Orange prepaid system users in Bangkok.
Keaveney (1995)'s model of service switching behavior was used as a guideline
for this research. Thus, the five factors including pricing, accessibility of the
location, level of core service, level of service encounter and competition were
examined for the switching behavior of mobile phone users among AIS, DTAC
and TA Orange. Cluster analysis was employed as a statistical test whereas the
data collection came from 384 respondents using structured questionnaires. The
findings concluded that all independent factors were causes of service switching.
In addition, the pricing, accessibility of the location and level of core service were
related to high percentage shift between AIS’, DTAC’s and TA Orange's prepaid

users.

Sutthipongkoon (2003) studied the relationship between functions of brand
and response from Nokia mobile phone's buyers and users in Bangkok. Four
brand functions in the study including guarantee, personal identification, social
identification and status were employed as independent variables. Dependent
variable was consumer response, which consisted of intention to purchase line
extension products, recommendation and price premium. The respondents were
buyers and users of Nokia mobile phones residing in Bangkok. The findings
showed that guarantee, personal identification and status correlated with consumer
responses. Thus, these factors influenced Nokia mobile phone users to be more

willing to purchase line extension products, to recommend the brand to others and
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to pay the price premium for the brand. On the other hand, there were no

rel ationships between social identification functions and consumer response.
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CHAPTER 3

RESEARCH FRAMEWORKS

This chapter includes four sections consisting of theoretical framework,
conceptual framework, research hypotheses and operationalization of the

independent and dependent variables.

Prior researches relate switching behavior and intentions to perception of
service quality, (dis)satisfaction and service encounter failures (Ganesh, Arnold &
Reynolds, 2000). Furthermore, the model of service switching behavior developed
by Keaveney (1995) is generally employed as a guideline for further studying the
service switching behavior in various service industries, such as, mobile phone
services and book rental services. Besides, there are some previous researchers
who studied the degree to which the role of information usage, service usage, risk-
taking propensity, satisfaction and involvement influences switching behavior.
These cover banking service industry and online service but not the mobile phone

service industry.

This research, therefore, engages in the study of the influences of
information search, involvement and customer loyalty on DTAC customers
switching behavior. The research framework is based on the literature reviewed in

Chapter Two.
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3.1 Theoretical Framework
The theoretical framework of this research is developed by using the
previous studies done by Keaveney & Parthasarathy (2001) for information search

and Ganesh, Arnold & Reynolds (2000) for involvement and customer loyalty.

3.1.1 Information Search
The theoretical framework relating to information sources employs
Keaveney & Parthasarathy (2001)'s prior study in the switching behavior of
internet users. Keaveney & Parthasarathy (2001) identified three main different
sources of information including external sources, interpersonal sources and
experimental sources, the details of each source can be described as follows:
A" External sources :-
- Reading from printed media
- Advertising through TV and radio
A" Interpersonal sources:-
- Asking opinion from salesperson
- Asking opinion from friends, relatives
- Asking opinion from previous customers
A Experiential sources:-

- Reliance on past experiences
- Trid
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3.1.2 Involvement

Ganesh, Arnold & Reynolds (2000) employed the two aspects of
involvement — purchase involvement and ego involvement for studying the
differences between switchers and non-switchers, details of which are as follows:

A Purchaseinvolvement:-

Comparing prices and offers among various service providers

Comparing the service attributes among service providers

Discussing about the choices with other people

Evaluating the pros and cons of DTAC after purchasing or
switching
A  Ego involvement:-

- Brand image plays a major role in decision-making

- Importance of feeling right when choosing DTAC

- Taking many factors into account before purchasing or

switching

3.1.3 Customer Loyalty

Using the aforementioned loyalty literature in chapter two, this research
employs the prior research done by Genesh, Arnold & Reynolds (2000). It
consists of active loyalty and passive loyalty whose attributes are determined as

follows:
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A Activeloyalty:-
- Willingness to recommend preferred services to friends and
associates
- Expansion of service usage
A Passiveloyalty:-
- Resistance to switching to other service providers

- Price sengitivity

3.2 Conceptual Framewor k

Figure 3.1: Conceptual Framework

Information Influence
- Externa Search
- Interpersonal Search
- Experitial Search

I nvolvement Switching Behavior
- Purchase I nvolvement - Switchers

- Ego Involvement - Non-switchers

L oyalty
- Active Loyalty
- Passive Loyalty
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3.3 Research Hypotheses

Unproven propositions in marketing research are specified as hypotheses,
which are generally employed to define research problems in the form of
statistical techniques. There are two general forms of hypotheses comprising null
hypothesis and alternative hypothesis. Null hypothesis, symbolized by Ho, states
that no significant differences between population groups over the measured
factors are expected. If the data are accepted with no significant variance from the
expectations, the null hypothesis is not rejected. The hypothesis, which is used as

an alternative to the rejection of null hypothesis, is called alternative hypothesis,

symbolized by Ha (Churchill, 1996; http://math.bu.edu).

In this research, the hypothesis used to test whether or not the independent

variables discriminate dependent variables, which is as follows:-

H1 o: The information search, involvement and customer loyalty cannot

distinguish the switching behaviors of DT AC mobile phone users.

H1la: The information search, involvement and customer loyalty can distinguish

the switching behaviors of DTAC mobile phone users.
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3.4 Concepts and Operationalization of Variables

Table 3.1: Operational component of influencing variables

Concept Conceptual Operational Component Level of
Definition M easurement
Information | - External Q4: Reading available Interval scale
Search information information from printed media
sources (such as brochures, pamphlets,
point-of-sale display, others
information given by service
providers, third-party report,
magazine, newspaper)
Q5: Paying attention to advertising
through TV and radio
- Interpersonal Q6: Asking opinion from sales
Information person
sources Q7: Asking opinion from friends,
relatives
Q8: Asking opinion from previous
customers
- Experientia Q9: Rely on past experiences
information Q10: Try sample before
sources purchasing / switching
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Concept

Conceptual
Definition

Operational Component

Level of
M easurement

I nvolvement

- Purchase

I nvolvement

Q11: Comparing prices and offers
among various service providers
Q12: Comparing the service
attributes among service providers
Q13: Discussing about the choices
with other people

Q14: Evaluating the pros and cons
of DTAC after purchasing or

switching

-Ego

Involvement

Q15: Brand image plays amajor
role in decision-making

Q16: Important to feel right for
choosing DTAC

Q17: Taking many factorsinto
account before purchasing or

switching

Interval
Scale

Customer

Loyalty

- Active Loyalty

Q18: Definitely recommend
DTAC to friends and associates
Q19: Intend to use more services
offered by DTAC

- Passive Loyalty

Q20: Not switch to any other
service providers despite having
better packages or value-added
servicesto be offered by other
service providers

Q21: Remain using DTAC despite

raising price

Interval Scale
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Concept Conceptual Operational Component Level of
Definition M easurement
Switching - Consumer Q1:- Switchers Nominal
Behavior behavior - Non-Switchers Scale
associated with

termination of
service usage
with the previous
service providers
(other than
DTAC) and then
move to use
services from
DTAC.
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CHAPTER 4

RESEARCH METHODOLOGY

The research methodology is employed to solve the research problems by
using statistical tests. In this chapter, the research methodology illustrates the step
by step procedures of the study, including methods of research used, respondents
and sampling procedures, research instruments, data collection techniques, and

statistical treatment of data.

4.1 Methods of Research Used

Research design refers to the framework or plan for a study that specifies
methods and procedures for collecting and analyzing data. In addition, the sources
of infor nation, design technique, the sampling methodol ogy, schedule and cost of

research are determined (Zikmund, 2003).

In this study, primary data collected through the process of survey was
deemed an appropriate technique for this study. Survey is defined as aresearch
technique which gathers information from a sample group of people through
questionnaires. Generally, surveystry to identify what is happening or to find out
the reasons for a specific marketing activity. Survey is aresearch technique which
provides a quick, inexpensive, efficient and accurate means of evaluating
information as collecting information by using questionnaires is made through

interviews with the respondents either by mail, over the telephone or face-to-face

-66-



(Zikmund, 2003). Some questionnaires are designed to examine customer
perceptions which are constructed to evaluate different possible causes of

marketing problems and to identify the appropriateness of alternative strategies.

4.2 Respondents and Sampling Procedures

4.2.1 Target Population

The target population in this study was DTAC’s pre-paid and post-paid
subscribers, who lived in Bangkok Metropolitan area and are over 18 years of age.
Selecting this group of population was based on the reasons that they would
clearly understand and have their own ideas about the products as well as make
the final decision whether to stay with the current service providers or to switch to

other providers.

With regard to the information available, there were 6,550,496 total
subscribers as of 31 December, 2003. However, there was no sub-group of
subscribers in terms of age or living areas. The researcher has, therefore, applied
this figure to determine the sample size. This should provide alarger sample size
than using the sub-group of subscribers and, thus, yield more accurate primary

data. The method of sampling selection is detailed in the following section.
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Sampling Unit

The sampling unit in this research was an individual, who was using
DTAC mobile phone system, residing in Bangkok area and was over 18 years of
age. Any individual who was using DTAC mobile phone system together with any

other mobile phone system was excluded.

Sample Size

Even though the sampling unit in this research was specified as DTAC
mobile phone usersresiding in Bangkok areawith an age of over 18 years old, the
sample size in this study was calculated from the target population of 6,550,496
subscribers because the sub-group data of subscribersin relation to age, and area
of residence were not available. The sampling size of 384 was derived from the
table of Anderson (Table 4.1) based on the expected rate of 95% confidence level
and 5% sampling error. However, 400 respondents were set as the sample size for

this study so as to minimize errors.
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Table 4.1: Theoretical sample size for different sizes of population and a 95

percent level of certainty

Population Required Sample for Tolerable Error
(Sampling Frame) 5% 4% 3% 2%
100 79 85 91 96
500 217 272 340 413
1,000 277 375 516 705
5,000 356 535 897 1,622
10,000 381 593 1,044 2,290
100,000 382 596 1,055 2,344
1,000,000 384 599 1,065 2,344
25,000,000 384 600 1,067 2,400

Source: Anderson, G.(1996). Fundamentals of Education Research, 1996, pp.202

4.2.2 Sampling Element and Method

Sampling Procedures

Generally, there are two techniques comprising probability samples and
non-probability. The choice should be based on consideration such as the nature
of the research, variability in the population as well as statistical and operational
considerations (Malhotra, 2004). Non-probability sampling is defined as a
sampling procedure wherein the selection of population element is based in part

on the researcher's judgment (Kinnear and Taylor, 1996).

Non-probability sampling is used for this research due to the fact that the
telephone directory of DTAC mobile phone usersis unavailable. Nevertheless,

this technique, which isin the type of convenience method, saved cost of and time
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for collecting data. Following this, the questionnaires were distributed in the five

places selected by the researcher's own judgment based on the following criteria:

a) Shops, stores or service centers with high people traffic.

b) Locations in Bangkok area divided into five main sections. The five places
selected for distributing questionnaires, all with the number of 80,
included:

1) Maboonkong

2) Centra World Plaza

3) Siam Square

4) Lotus Supermarket, Bangkae Branch

5) Lotus Supermarket, Nongjok Branch.

4.3 Resear ch Instruments/ Questionnaire

Self-administered questionnaires were distributed to the target population
so as to obtain the primary data. The questionnaires comprised three parts relating
to general information, investigation of switching behavior and record of personal

data of the respondents.

Switching behavior between two groups of DTAC mobile phone users
(switchers and non-switchers) discriminated by information search, involvement
and customer loyalty was examined by two types of scales of measurements. The
five point Likert-scale items was applied for interval scale when examining
information search, involvement and customer loyalty, while a nominal scale was

used to test overall switching behavior.
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The questionnaires consisted of three parts:

Part 1: The first part had three questions examining the previous switching
experiences among the operators of mobile phone systems, reasons for switching
and duration of using DTAC mobile phone system.

Part 2: The second part had 18 questions examining the switching behavior of
DTAC mobile phone users with regard to information search, involvement and
customer loyalty.

Part 3: This part had 4 questions asking about demographic profile or general data

of respondents in terms of gender, age, education level and income.

4.4 Collection of Data / Gathering Procedures

Both primary and secondary data were used for this research. The primary
data were obtai ned through the process of survey with an assistance of
guestionnaires. The secondary data were gathered from textbooks, internet, theses,

journals, newspapers and magazines relevant to the topic of this study.

Regarding the collection of primary data through the questionnaires, the
researcher distributed the questionnaires to the 400 respondents who were using
DTAC mobile phone service at the specific places as mentioned in Table 4.3. The
respondents were specifically DTAC’s pre-paid and post-paid subscribers, who
lived in Bangkok Metropolitan area and were over 18 years old. The datawere
collected at 6 p.m. to 8 .30 p.m on weekdays and 11.00 am. to 8.30 p.m. on

weekends during the period of December 1-18, 2004.
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4.4.1 Pre-testing

Pre-testing engages in trial run with the group of respondents so as to sort
out the problems in the instructions or design of a questionnaire (Zikmund, 2003).
Pre-test process was conducted in order to test the reliability of the questionnaires.
The 30 questionnaires for this study were distributed to the respondents as pil ot
testing but only 20 questionnaires were employed for reliability testing in this
research while the rest were unusable due to missing value, the respondents not
paying enough attention to answering the questionnaires as they were busy
shopping under sales promotion at Central Department Store — Chidlom Branch.
Based on the usable questionnaires, errors or better structure were collected and
adjusted so the communication between researcher and respondents was clearly

understood and unbiased.

Reliability is the extent to which a degree of measures is free from random
errors and therefore, produces consistent results. Low degree of reliability may be
derived from many factors such as misunderstanding about questions (Zikmund,
2003). In addition, the reliability isthe ratio of the true score to the observed
score variance. For thisresearch, Cronbach’s alpha, which is the most commonly
used for testing reliability coefficient, was employed to measure internal
consistency of items (www.nyu.edu, visited on 5 November, 2004). Alpha ranges
invaluefrom0to 1 (Coakes & Steed, 2003). If the alphais greater than or equal
to 0.6, it indicates areliable measure of reliability (Sekaran, 1992). For this

research, the alphas for information search, involvement and customer loyalty, as

_72-


http://www.nyu.edu

per detailsin Appendix 3, were 0.6867, 0.8351 and 0.8375, respectively. It,

therefore, can be concluded that the reliability of measure was strong.

4.5 Statistical Treatment of Data

The primary data gathered from questionnaires were analyzed by using the
Statistical Package for Social Sciences (“SPSS’) program for both descriptive and
inferential analyses. Descriptive analysis refers to the conversion of raw data by
rearranging, ordering and manipulating them into a form of descriptive
information that makes them easy to understand. The most common ways to
summarize data are averages, frequency distributions and percentage distributions
(Zikmund, 2003). For this research, the data were tabulated in the form of
frequency distribution when one variable was measured at atime. The table of
frequency distribution shows frequency counts, percentages and cumulative
percentages for all the values associated with that variable. Cross-tabulation is
used to examine how one variable links with other variables in asingle table
(Malhotra, 2004). Asfor inferential analysis, hypothesis testing was conducted to
examine whether or not DTAC mobile phone users' switching behavior was
discriminated by information search, involvement and customer loyalty by using

the discriminant analysis technique.

4.5.1 Discriminant Analysis

The discriminant analysis generates a weighted linear combination of the

three independent variables on which the two groups differ as much as possible
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(Wuensch, 2004). The basic idea of underlying discriminant function analysisisto
determine whether groups differ with regard to the mean of variable, and then to
use that variable to predict group membership (www.statsoft.com, visited on 29
September, 2004). Discriminant analysis has two steps: 1) an F test
(Wilks’Lambda) is used to test if the discriminant model as awhole is significant,
and 2) if the F test shows significance, then the individual independent variables
are assessed to see which differ significantly in mean by group and these are used
to classify the dependent variable (www2.chass.ncsu.edu, visited on 4 April,

2005).

Discriminant analysisis, thus, applied to test the hypotheses, in which the
dependent variables are divided into two groups — switchers and non-switchers.
The basic requirement of discriminant analysisis that the level of measurement
for the dependent variable is nominal scale while the independent variables are
interval or ratio scale (Hair et al., 1998). Key terms and concepts of discriminant
analysis are described as follow:

1) Discriminating variables refer to independent variables, also called
predictors.
2) Thecriterion variable refers to dependent variable, also called the grouping
variable.
3) Discriminant function is constructed as alinear combination of
discriminating variable, which is as follows:
D =b0+blX1+b2Xx2+ + bk xk

Where: D Discriminant score
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bs

Discriminant coefficients or weights

Xs

Independent variables or predictors

There is one discriminant function for 2-group discriminant analysis,
but for higher functions in multiple discriminant analysis, of which the
number of functionsisthe lesser of (g-1), where g is the number of
categories in the grouping variable (www?2.chass.ncsu.edu, visited on 4

April, 2005).

In using discriminant analysis, the research objectives of this study were

achieved by analyzing the various results tables, which are as follows:

1. Test of Equality of Group Means Table can specify which predicting
factors can be used to classify the respondent into switchers and non-
switchers.

2. Summary of Canonical Discriminanct Functions Table shows the result
of eigenvalue, which reflects the percentage of variance explained in
the dependent variable. The large eigenvalue is associated with a
strong function.

3. Wilks’ lambda, which isused in test of significance, isthe ratio of
within-groups sums of squares to the total sums of squares. The
smaller the lambda for an independent variable, the more that variable
contributes to the discriminant function. Lambda variesfrom O to 1,
with O meaning group means differ and 1 meaning all group means are
the same. The F test of Wilks’ lambda shows which variables

contributions are significant.

- 75 -



Wilks’ lambda function Within - group Sum Square

Total Sum Square

F Test

I

Between — group Mean Square
Error Mean Square

4. The Cononical Discriminant Function Coefficients Table indicates the
most important predicting factor.

5. Functions at Group Centroids are the mean values of each group of the
dependent variable for each function. Two-group discriminant analysis
has two centroids, of which two scores are equal in absolute value but
have opposite sign (www.cs.uu.nl/docs, visited on 18 October 2004).

6. The Classification Results Table shows the quality of the model. For
two-group discriminant analysis with a 50-50 split in the dependent
variable, the expected percentage is 50%. For unequally split n-way
groups of different sizes, the expected percent is
(gl/N)*gl+(g2/N)*g2,...., (gn/N)*gn, with given g being the number
of categoriesin the grouping variable (www2.chass.nesu.edu, visited

on 4 April, 2005).

4.6 Comparison of Resear ch Framework and M ethodology between the

Empirical Resear ch and This Research Study

Several researches have studied various aspects of the mobile phone
industry and so did this research. However, the focused areas among those studies
are different, hence a comparison between the empirical researches and this

research on various elements of the study is shown in the table below:
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Table 4.2 Comparison of research framework and methodology between the

empirical researches and this research

Content Empirical Researches
Sritanatorn Chaisompong Sutthipongkoon This Research
K.(2003) N. (2001) M.(2003)
Subject Remark 1 Remark 2 Remark 3 Remark 4
Independents - Pricing Demographic - Guarantee - Information Search
Variables - Accessibility to | Factors - Personal (External, Interpersonal
Location -Age Identification and Experientia
- Level of Core - Household - Socid Searches)
Service income | dentification - Involvement
- Level of - Education -Status (Purchase and Ego
Service Level Involvement)
Encounter - Loyalty
- Competition (Active and Passive
Loyalty)
Dependent - Switching Involvement - Intention to - Switching Behavior
Variables behavior - Perceived purchase line
product extension
importance > Recommendation
- Perceived Risk | - Price Premium
- Hedonic Value
- Symbolic
Value
Target Prepaid mobile Individual living | Buyersand Users | DTAC Mobile Phone
Population phone users of in Bangkok who | of Nokiamobile Users
AlIS, DTACand | haslikelihoodto | phone
TA Orange buy mobile
phone
Statistical Cluster Analysis | Correlation Structural Discriminant Analysis
Techniques and K-Means Equation Modeling
Method (SEM) using
Linear Structura
Relations
(LISREL) for
confirmatory
factor analysis
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Remark 1:

Remark 2:

Remark 3:

Remark 4:

A Study of Factors Leading to Mobile Phone Service Switching
amongst — AIS, DTAC, TA Orange Prepaid Systems Usersin
Bangkok

A Study of Consumer Product Involvement For Mobile Phone

A Study of the Relationship between Functions of Brand and
Response of Nokia Mobile Phones Buyers and Users in Bangkok
Influence of infor nation search, involvement and loyalty on
switching behavior: A Case Study of DTAC Mobile Phone Users

in Bangkok Area
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CHAPTER 5

DATA ANALYSIS

This chapter is divided into two sections as follows: Section one isthe
descriptive statistics in relation to respondents' characteristics. Section two relates

to hypotheses testing between independent and dependent variables.

5.1 Descriptive Statistics Analysis
Descriptive statistics refer to the methods involving the collection,
presentation, and characteristics of a set of data so as to describe the features of
that set of data (www.city.timmins.on.ca, visited on 23 July, 2004). For this study,
descriptive statistics were analyzed as general information about the respondents,
unrelated to the objectives of this study. The analysis included two parts as
follows:
5.1.1 Genera Information of DTAC Mobile Phone Users
*  Switching Experience
* Reasons of Switching
e Usage Period of DTAC Mobile Phone System
5.1.2 Respondent Characteristics
*  Gender
« Age
* Education Level

* Income Per Month
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However, this section is to demonstrate the respondents' characteristics not

related to the objectives of this study.

5.1.1 General Information of DTAC Mobile Phone Users

Table5.1: Switching Experience

Switching Experience

Cumulative
Frequency Percent Valid Percent Percent
Valid  Switcher 216 54.0 54.0 54.0
Non-switcher 184 46.0 46.0 100.0
Total 400 100.0 100.0

Table 5.1 shows the respondents, who are using DTAC mobile phone
users. They are divided into two groups — switchers and non-switchers. Of the
total 400 respondents, there are 216 switchers, accounting for 54% of the
respondents while the rest are non-switchers or DTAC mobile phone users who

have never used other mobile phone systems other than DTAC.
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Table 5.2: Reasons for switching from other mobile phones systemsto DTAC

Reasons of Switching

No Yes Total
Count % Count % Count %
Dissatisfaction with 56| 25.9% 160| 74.1% 216 | 100.0%
pricing
Dissatisfaction with 180 | 83.3% 36| 16.7% 216 | 100.0%
service quality
Dissatisfaction with
0, [0) 0,
signal quality 125| 57.9% 01| 421% 216 | 100.0%
Dissatisfaction with
(0) 0, 0,
network coverage 191 | 88.4% 25| 11.6% 216 | 100.0%
Dissatisfaction with
location of service 204 94.4% 12 5.6% 216 | 100.0%
center
Dissatisfaction with 197 | 91.2% 19| 88% 216 | 100.0%
lnconvenience
Move out from 207 | 95.8% 9| 42% 216 | 100.0%
Service areas
Other reasons 194 | 89.8% 22| 10.2% 216 | 100.0%

Table 5.2 shows the reasons for switching given by the 216 switchers. The

184 non-switchers, who have had no switching experience, did not answer this

question while the switchers are able to give more than one reason. The major

reason for switching from the other mobile phone systemsto DTAC is

dissatisfaction with pricing, accounting for 74.1% of total switchers, followed by

dissatisfaction with signal quality (42.1% of total 216 switchers). The other

reasons in terms of try-outs of the other mobile phone systems and personal need

for a change of one's mobile phone number, account for 10.2% of the total

switchers.
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Table 5.3 Usage Period of DTAC Mobile Phone System

How long have you used DTAC's mobile phone system?

Valid Cumulative
Frequency | Percent Percent Percent
Valid Lessthan 1

year 76 19.0 19.0 19.0
Morethan 1
year but less 117 29.3 29.3 48.3
than 2 years
More than 2
years but less 91 22.8 22.8 71.0
than 3 years
Longer than
3years 116 29.0 29.0 100.0
Tota 400| 1000 100.0

There isnot much difference in the usage period of DTAC mobile phone
system among the respondents as shown in Table 5.3. The 117 respondents or
29.3% of the respondents have used DTAC mobile phone system for more than 1
year but less than 2 years. Similarly, the number of respondents using DTAC
mobile phone system longer than 3 years are 116, accounting for 29% of the
respondents, followed by 91 respondents or 22.8% of the total respondents who
have used DTAC mobile phone system for more than 2 years but less than 3 years.
The last group accounting for 76 respondents or 19% of the total respondents has

used DTAC mobile phone system for less than 1 year.
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5.1.2: Respondent Char acteristics

Table5.4: Gender

Gender
Frequenc Cumulative
y Percent Valid Percent Percent
veid  Mde 159 30.8 30.8 30.8
Female 241 60.3 60.3 100.0
Total 400 100.0 100.0

Table 5.3 shows the gender of the total 400 respondents in frequency table.
Males constitute 39.8% of the total respondents. Therest (241 or 60.3%) are

female.

Table5.5: Age

Age
Valid Cumulative
Frequency | Percent Percent Percent

vdid (1)%27 Xge's 184 46.0 46.0 46.0

38(;38 years 156 39.0 39.0 85.0

39-degeers 39 98 9.8 948

old

Mare than 47 21 5.3 53 100.0

years olds

Total 400 100.0 100.0

The largest group of the respondents as shown in Table 5.4 is aged
between 18-27 years old, accounting for 46% or 184 respondents. The second
largest group with 39% or 156 respondents, is aged between 28-38 years old. The
9.8% or 39 of the total respondents are between 39-47 years old. The smallest

group at 5.3% or 21 of the total respondents is over 47 years old.
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Table 5.6;: Education Level

Education Level

Valid Cumulative
Frequency | Percent Percent Percent
Valid High School

graduate or 60 15.0 15.0 15.0
less
Diploma/
Certificates 136 34.0 34.0 49.0
Bachelor 187 46.8 468 95.8
Degree
Master Degree 17 4.3 4.3 100.0
or higher
Total 400 100.0 100.0

Table 5.5 shows the education level of the respondents. The largest group
of the respondents having a bachel or's degree accounts for 46.8% or 187 of the
total respondents. The second largest group at 34% or 136 respondents has
diplomas or certificates. The 60 respondents or 15% of the total respondents have

a high school diploma or lower.
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Table 5.7: Income Per Month

Income per month

Valid Cumulative
Frequency Percent Percent Percent

Valid Less than

10,000 baht 126 315 315 315

10,001 -

20,000 baht 199 49.8 49.8 81.3

20,001 -

30,000 baht 60 15.0 15.0 96.3

More than

30,001 baht 15 3.8 3.8 100.0

Total 400 100.0 100.0

As shown in Table 5.6, the 199 respondents (49.8% of the total
respondents) are the largest group having income in the range of baht 10,001 —
20,000 per month. The second largest group of the respondents has income of less
than baht 10,000 per month. A total of 60 respondents or 15% of the total has
income of between baht 20,001 -- 30,000 per month. The last group accounting for
15 respondents or 3.8% of the total has income higher than baht 30,001 per

month.
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5.2 Hypotheses Testing

Inferential statistics are about the methods relating to the estimation of a
characteristic or decision-making of a population based on sample results
(www.city.timmins.on.ca, visited on 23 July, 2004). For this study, the hypotheses
were established to test the relationship between three main independent variables
(information search, involvement and customer loyalty) and a dependent variable
(DTAC mobile phone users switching behavior). The statistical technique
employed was discriminant analysis, which was an appropriate form for assessing
strength of relationship and classifying the two groups of DTAC mobile phone
users (switchers and non-switchers). The significance level (a) was at 0.05 or 95%
confidence [(1-a) * 100%]. As aresult, the null hypothesis (Ho) was accepted
when the significance level was higher than 0.05. On the contrary, it was rejected

when the significance level was lower than 0.05.

Table 5.8: Tests of Equality of Group Means

Tests of Equality of Group Means

Wilks'Lambda F dfl df2 Sig.
Information Search
External Sources 977 9.474 1 398 .002
Interpersonal Sources .965 14.628 1 398 .000
Experiential Sources 728 | 148.371 1 398 .000
| nvolvement
Purchase Involvement 1.000 .044 1 398 .833
Ego Involvement .988 4.758 1 398 .030
Customer Loyalty
Active Loyalty .978 8.924 1 398 .003
Passive Loyalty 1.000 147 1 398 .702

-86-



Table 5.8 shows the Wilks’ lambda and univariate F ratio carried out for
assessment of significance between each independent variable and dependent
variable. The results show that external information sources, interpersonal
information search and experiential information search, ego involvement and
active loyalty influence discrimination in the switching behavior of DTAC mobile
phone users (switchers and non-switchers) as the Sig. values of these aspects are
lower than the alphalevel of 0.50 (Sig. <0.05). The rest comprising purchase
involvement and passive loyalty do not distinguish the switching behavior of
DTAC mobile phone users (switchers and non-switchers) as their significant

values are higher than 0.50 (Sig. > 0.05)

Table5.9: Standardized Canonical Discriminant Function Coefficients

Standar dized Canonical Discriminant Function Coefficients

Function
a3

Information Search
External Sources -.269
Interpersonal Sources -.351
Experiential Sources 972
[nvolvement
Purchase Involvement 120
Ego Involvement -.229
Customer Loyalty
Active Loyalty -.248
Passive Loyalty .015
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Table 5.9 shows the relative importance of these independent variablesin
predicting the dependent. The larger the standardized coefficient, the greater the
contribution of the respective variables to the discrimination between groups. The
results indicate that experiential source of information is the major important
factor influencing the switching behavior of DT AC mobile phone users (switchers

and non-switchers).

Table 5.10: Functions at Group Centroids

Functions at Group Centroids

Function
1

Switcher .702
Non-switcher -.824
Unstandardizec canonical discriminant functions evaluated at group means

Switching Behavior

Functions at group centroids shown in Table 5.10 indicate the average
discriminant score for the two groups of DTAC mobile phone users. Group
centroid for switchers is 0.702 whereby the non-switchers have the group centroid

of -0.824. This means that both groups are different.

Table5.11: Eigenvalue

Eigenvalue
Canonical
Function Eigenvalue % of Variance | Cumulative % | <Correlation
1 .582(a) 100.0 100.0 .606

aFirst 1 canonical discriminant functions were used in the analysis.
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Table 5.11 shows the Eigenvalue and the Canonical Correlation. The
Eigenvalue in this research equals 0.582, indicating that the spread of group
means is not so high. The Canonical Correlation, which shows the relationship

between discriminant score of the group, indicates the acceptable level at 0.606.

Table5.12: Wilks’ Lambda

Wilks' Lambda

Wilks'
Test of Function(s) Lambda Chi-square df Sig.

1 .632 180.910 7 .000

Wilks’ Lambdais used to test the proportion of total variance in the
discriminant scores, not explained by the differences among groups. From Table
5.12, Wilks’ Lambda of 0.632 has a significant value (Sig. value = 0.000) , thus,

the group means appear to differ.

Table5.13 Classification Results

Classification Results(a)

Predicted Group
Switching Experience Membership Totd

Switcher | Non-switcher

Original | Count Switcher 172 44 216
Non-switcher 46 138 184
Switcher 79.6 20.4 100.0
Non-switcher 25.0 75.0 100.0

a. 77.5% of original grouped cases correctly classified.
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Classification results are employed to assess the accuracy of discriminant

function. The classification accuracy should be at least 25% greater than of that

achieved by chance (Keaveney & Parthasarathy, 2001). Table 5.14 shows that

77.5% of the original grouped cases are correctly classified. The group of

switchers accounting for 79.6% are correctly classified and the 75% of non-

switchers group are correctly classified. Thus, this discriminant function is

considered satisfactory and can be used to classify the switching behavior of

DTAC mobile phone users.

5.3 Summary of Descriptive Statistics of |ndependent Variables

Table 5.14: Group descriptive statistic

Dependent Means for the Independent Variables ** Sample
Ve:ri ables Information Search Involvement Customer Loyalty SizF()e
X1 X2 X3 X4 X5 X6 X7

Switchers 3.8611 | 3.3997 | 3.5579 | 4.0660 | 3.7577 | 3.6991 2.4444 216
Non-

4.0924 | 3.6775 | 2.7283 | 4.0761 | 3.8786 | 3.8696 2.4755 184
switchers
Total 39675 | 3.5275 | 3.1763 | 4.0706 | 3.8133 | 3.7775 | 2.4588 400

k%

X1 = External sources of information
X3 = Experiential sources of information
X5 = Ego involvement

X7 = Passive loyalty

X2 = Interpersona sources of information
X4 = Purchase involvement
X6 = Active loyalty
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According to the results of means shown in Table 5.15, the results,
deriving from the 400 observations, can be described as follows:

1. All variables of information search show the differencesin means for
both groups of DTAC mobile phone users.

2. For involvement, the results show the means of purchase involvement
for both groups is equal whereas the mean of ego involvement for the two groups
isdightly different.

3. Thereisasdlight difference in the mean of active loyalty whereby the

mean of passive loyalty for both groups isindifferent.
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CHAPTER 6

SUMMARY FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

This chapter includes three sections. The first section summarizes the
findings of research objectives and hypotheses testing. The second section
describes the conclusions of the study associated with the discussion of important

findings. The last section describes recommendations for future research.

6.1 Summary of Findings

Discriminant analysis is employed for hypothesis testing at 95% of
confidence level. The objectives of this study are to study whether the two groups
of DTAC mobile phone users (switchers and non-switchers) are discriminated by
information search, involvement and customer loyalty and to identify which one
can distinguish switchers from non-switchers. From the findings described in
Chapter 5, the result shows that discriminant function is significant (Sig. value =
0.000) at Wilk Lambda of 0.632. Following this, five out of seven determinants
have power to distinguish switchers from non-switchers as detailed in Table 6.1

below.
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Table 6.1: Summary of Results from Hypothesis Testing

Discriminant

Wilks' Lambda Sig. Factor
Information Search
External Sources 977 .002 Yes
Interpersonal Sources .965 .000 Yes
Experiential Sources 728 .000 Yes
[nvolvement
Purchase Involvement 1.000 .833 No
Ego Involvement .988 .030 Yes
Customer Loyalty
Active Loyalty .978 .003 Yes
Passive Loyalty 1.000 .702 No

The results shown in Table 6.1 reveal that switchers of DTAC mobile
phone users are distinguished from non-switchers by five determinants including
external information sources, interpersonal information search and experiential
information search, ego involvement and active loyalty. Another two deterriinants
comprising purchase involvement and passive loyalty do not influence the
discrimination in switching behavior between the two groups of DTAC mobile

phone users.

6.2 Conclusions

The number of the respondents in this research is 400 consisting of 216
switchers and 184 non-switchers. The majority of the respondents are female,
accounting for 241 out of total 400 respondents. Most of them are aged between
18 and 27. A total of 47% of respondents have bachelor's degree. The largest
group of respondents has income in the range of baht 10,001 — 20,000. Actually,
there is not much difference in the usage period of DTAC mobile phone system
among the respondents, in that, 29% of the respondents have used DTAC mobile
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phone system for more than 1 year but less than 2 years, which is similar to the
number of respondents using DTAC mobile phone system for longer than 3 years.
For switchers, who switched from other service providers to DTAC mobile phone
system, the main reason for switching is dissatisfaction with pricing, accounting
for 74% of the respondents whereby the minor factor leading to switching is
moving out from the service areas which accounted for only 4% of the

respondents.

According to the result of hypothesis testing, the research concludes that the
independent factors that can distinguish switchers from non-switchers are five out
of seven studied variables. These are external information sources, interpersonal
information search and experiential information search, ego involvement and
active loyalty. Each variable's characteristics can be summarized as follows:

1. Information Sear ch

A External sources of information

External information sources for this research include reading information in

printed media and paying attention to advertising through TV and radio.

According to the results of the study, the two groups of DTAC mobile phone

users, representing 80% of respondents, engage in external sources of

inforniation search when making a purchase decision or switching the
service provider. However, it isindicated that non-switchers with weighed
mean of 4.0924 use more external sources of information than switchers,
whose weighed mean is at 3.8611. Thisfactor, thus, influences switching

behavior of DT AC mobile phone users (switchers and non-switchers).
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* Interpersonal sourcesof information

Interpersonal infor nation acquired through opinions from salespersons,
friends, relatives and customersis a factor influencing the discrimination
between the two groups of DTAC mobile phone users (switchers and non-
switchers). The result of the study shows that non-switchers with the
weighed mean of 3.6775 are more likely than switchers to rely on
interpersonal information source.

» Experiential sources of information

Experiential sources of information, which include reliance on past
experience and trial, are also factors influencing the discrimination between
the two groups of DTAC mobile phone users. Switchers with weighed mean
of 3.5579 rely on experiential information sources more than non-switchers.
Reliance on past experience is the most important source of information for

switchers while non-switchers rely more on trial.

In conclusion, the results of this research show that all sources of
information search are influential factors that distinguish switchers from non-
switchers. DT AC mobile phone users engage in information search before making
a purchase decision or switching the service providers, the findings of which can
be supported by the study of Murry (1991). Furthermore, the results of the
research show that switchers and non-switchers have obtained their information
from different sources, which isin line with the study of Keaveney &
Parthasarathy (2001) on the concept of preferences for different sources of

information relevant to customers perception and experiences.
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I nvolvement

A Purchase Involvement

The results of this research show that purchase involvement has no power to
distinguish switchers from non-switchers. The average weighed means of
purchase involvement for both groups of DTAC mobile phone users
(switchers and non-switchers) were at scale 4, which indicates quite high
purchase involvement. The results are supportive of Keaveney &
Parthasarathy’s (2001) study, which found that involvement customers

engage in greater pre-purchase search.

A Ego Involvement

Ego involvement is one of the influential factors, which distinguish two
groups of DTAC mobile phone users. The average weighed means of ego
involvement for both groups of DTAC mobile phone users were at scale 3 to
4. However, the research shows that brand image is less important for
switcher: than non-switchers when making a purchase decision or switching
the service providers. According to the study of Ganesh, Arnold & Reynolds
(2000), ego involvement is influenced by experiences and is significant in
discriminating the two groups of DT AC mobile phone users (switchers and

non-switchers).
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3. Customer Loyalty

* Activeloyalty

The results of this research found that active loyalty also has a power to
distinguish switchers from non-switchers. The average weighed means of
active loyalty for switchers and non-switchers show slight differences at
3.6991 and 3.8696, respectively. Thisimplies that non-switchers are more
likely than switchers to recommend DTAC to their friends and associates
and to have intention of using more servicesin the future. Thisis confirmed
by Ganesh, Arnold & Reynolds' (2000) study that non-switchers, who have

never experienced dissatisfaction, exhibit more active loyalty than switchers.

* Passiveloyalty
The results of this research show that passive loyalty has no power to
distinguish switchers from non-switchers. Average means of both groups of
DTAC mobile phone users are equal at scale 2.4. In addition, both switchers and
non-switchers similarly focus on pricing and val ue-added services when making

purchasing or switching decision.

The findings of this study are useful for DTAC in devel oping appropriate
marketing strategies and business plan. The important implication for DTAC is
that five out of seven studied factors including external information sources,

interpersonal information sources, experiential information sources, ego

involvement and active loyalty have power to distinguish switchers from non-
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switchers while purchase involvement and passive loyalty are not the influential
factorsin discriminating the two groups of DTAC mobile phone users. Thus,
severa approaches should be considered so as to ensure customers understanding
of the services and products and to stimulate persuasive word-of-mouth matching
with the target groups of DTAC mobile phone users. Furthermore, DTAC
management team does not need to separately devel op marketing strategies and
plans with an aim to prevent switching owing to the finding that both groups are

mainly concerned with pricing and value-added services.

6.3 Recommendations
Based on the results of this study, the researcher would like to provide the
following recommendations for DTAC to devel op the appropriate marketing

strategies to fit its customers' need.

. To use appropriate sources of information suitable for the groups of

DTAC mobile phone users

The results show that switchers are distinguished from non-switchers by
all sources of information search. As switchers and non-switcher: use different
types of information sources to evaluate their purchase or switching decision.
Switchers, who had experiences with the mobile phone services, use their
experiences together with other sources of information when switching. On the
contrary, non-switchers do not use their own prior experiences or knowledge
when purchasing a mobile phone system. Incentive in terms of trial islikely to

motivate the potential customers to acquire some experiences with DTAC
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products. However, both groups of DTAC mobile phone users employ high
degree of external sources of information. Thus, DTAC should train its service
employees aswell as DTAC’s dealers and franchisees to acquire knowledge and
understanding of the company's products and servicing processes so as to ensure
effective communication, thereby preventing switching. Consequently, this leads
to the enhancement of not only customer satisfaction but also persuasive WOM
information. Finally, implementing the appropriate sources of infor 1ation help

DTAC reduce advertising expenses.

. To create customer loyalty

Owing to the intense competition in mobile phone industry, value-added
services are al'so one of the important marketing strategies for DTAC to maintain
its existing customer base as well as to acquire new subscribers. The higher degree
of customer loyalty leads to positive WOM recommendation and encouraging

more usage.

. To set the attractive promotion

The results show that pricing is the key driver for DTAC mobile phone
users when making a purchase decision or switching the service providers. The
attractive pricing promotion should be developed to match the income level. The
largest group of this study accounting for 81.3% have income of less than Baht
20,000 per month. Nowadays, all service providers employ pricing strategy to
increase the number of subscribers. DTAC, thus, should focus on competitive

pricing program to prevent switching as well as to acquire new subscribers. A
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well-communicated approach of information and product-knowledge to the
customers is recommended for enhancing WOM referral of not only more service

usage to the existing customers but also to attract new customers to the firm.

* To encourage involvement

According to the findings about involvement, switching behavior of
DTAC mobile phone users is discriminated when determined by ego involvement
but purchase involvement is not the factor in discriminating the two groups of
DTAC mobile phone users. In such event, DTAC should develop customer
retention strategies and customer acquisition plans at both pre- and post-purchase
stages of the customers' decision process. Over the pre-purchase stage, DTAC
should boost customer involvement in the decision-making process by means of
more accessible and attractive approach for information search, increase in trial
and other experiential opportunity through its DTAC dealers and franchise shops.
For the post-purchase stage, marketing strategies should be developed to increase
customer satisfaction, involvement and service usage, leading to lower possibility

of customer switching.

Suagestions for further research

This research was conducted to examine what factors of information
search, involvement and customer loyalty influence the discrimination between

switchers and non-switchers. Some suggestions for further research are offered.
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A Further research might examine the generalizability of results
across other types of service such as banking, insurance, health-care and other

membership-based services.

A The study of relationship between switching behavior and other
relevant variables such as demographic factors, duration of usage are also

recommended for further research.

A Asdescribed in the literature review about switching cost, further
research might examine the degree to which acquiring information, involvement

and customer |oyalty are affected by switching cost.
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Appendix A:

English and Thai Questionnaires



QUESTIONNAIRE

This questionnaire is designed for studying the influence of information
search, involvement and loyalty on switching behavior of DTAC’s mobile phone
users. The survey is conducted as a partial fulfillment of the academic requirement
for the degree of Master of Business Administration, Assumption University.
Your response is very useful for this research. Thank you in advance for your

precious time and efforts in answering this questionnaire.

Part |: General | nformation

Please put X on the item you agree with or is accurate.

1. Had you ever used any other mobile phone systems before switching to
DTAC?
__Yes ___No(GotoNo. 3)

2. What isthe main reason for switching the service providers? (can answer more
than one)
Dissatisfaction with the previous service providers due to
(can answer more than one)
_ Pricing ____ Service quality
~_Signa quality ___ Inconveniences of location
~ Network coverage
Job relocation / Move the living place out from the service areas

Other reasons

3. How long have you used DTAC’s mobile phone system?
Lessthan 1 year
More than 1 year but less than 2 years
More than 2 years but less than 3 years

Longer than 3 years



Part |1: Behavioral and attitudinal factors influencing on switching behavior

Please mark X in the space that best describes your decision-making when

purchasing or switching to the service provider.

Information Search Strongly Agree Neutral Disagree Strongly
agree disagree
5 4 3 2 1

Externa sources

4. Y ou read available information
from printed media (brochures,
pamphlet, point-of-purchase display,
othersinformation given by service
providers, third-party report,
magazine, newspaper) before
purchasing or switching to DTAC.

5. You pay attention to advertising
through TV, Radio before purchasing
or switching to DTAC.

| nterpersonal sources

6. You ask the opinion of the sales
person  before purchasing or
switching to DTAC.

7. You ask the opinion from friends,
relatives before purchasing or
switching to DTAC.

8. You ask the opinion from previous
or current DTAC’s users before
purchasing or switching to DTAC.

Experiential sources

9. You rely on past experiences
before purchasing or switching to
DTAC.

10. You ask for trial at DTAC’s shops
or dealers before purchasing/
switching




| nvolvement

Strongly

agree
5

Agree

Neutral

Disagree

Strongly
disagree

Pur chase involvement

11. You constantly compare the
prices and offers by various service
providers.

12 You compared the service
attributes (quality, network, value-
added products, service encounter,

convenience, etc.) among service
providers before you selected DTAC.

13. 'You have discussed about your
choice with other people after
purchasing / switching service
provider.

14. Y ou have evaluated the pros and
cons of DTAC after purchasing or
switching.

Ego I nvolvement
15. The brand image plays a major
rolein your decision.

16. It isimportant for you to choose
DTAC that 'feels right

17. You took many factors into
account before purchasing or
switching to DTAC.

L oyalty

Strongly

agree
5

Agree

Neutral

Disagree

Strongly
disagree
1

Active Loyalty
18. Y ou would definitely recommend
DTAC to your friends and associates.

19. Inthe future, you intend to use
more services offered by DTAC.

Passive L oyalty

20. You would not switch to any
other service providers even though
they offer better packages or value-
added services.

21. You would still continue to be
DTAC’s customer although it raises
the price.




Part 111: Personal Data

Please mark X in the space that is appropriate for you.

22. Gender
Male

23. Age
18 — 27 years old
39 - 47 yearsold

24. Education Level
High School graduate or less
Bachelor Degree

25. Income per month
L ess than baht 10,000

Baht 20,001 — 30,000

Female

28 — 38 yearsold
More than 47 years old

Diploma/ Certification
Master Degree or higher

Baht 10,000 — 20,000
More than baht 30,001

Thank you for your kindness to answer this questionnaire
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Appendix B:

Overview of DTAC’s Background



OVERVIEW of DTAC’s BACKGROUND

Total Access Communication PCL. (“TAC”) was found in August 1989 as
mobile phone operator. Then, TAC, in March 2001, launched new brand name
‘DTAC’” whose market share at the end of year 2003 was 29.30%, behind

Advance Info ServicesPCL. Overview of DTAC can be summarized as follows:

Major Shareholders

Asof 10 March, 2004, TAC’s major shareholders consisted of UCOM
holding 41.64% stake, followed by Telenor and TOT, which held the 29.94% and

9.03% stakes, respectively (TAC, 2003).

Revenue Sharing

Under the concession contract, TAC isliable to share its revenue with

CAT at fixed percentages as follows:

Y ear 1991-1994 | 1995 | 1996-2005 | 2006-2010 | 2011-2018

% of concession fee 12 25 20 25 30

Source: TAC, 2002

Slogan
“DTAC makesit easy" is DTAC’s slogan under the concept that DTAC’s

customers are at the core of what DTAC does. EASY refersto Effective,
Accessible, Sincere and Yours. TAC’s annual report for the year 2002 clearly

mentioned the meaning of these words as follows:




* Effective: We set goals and we achieve them without wasting time and
resources. It requires each and every one of us to be accountable to ourselves, our
colleagues, our customers and our investors (7AC, 2002 pp.2).

* Accessible: Accessibility isthe key to good communication. We are
always friendly and approachable, we listen to what others have to say and we
respond with well thought through answers and solutions (74AC, 2002 pp. 10).

* Sncere: We are sincere in everything we say and do. We wor k
tirelesdly, selflessly (and always with a smile) to ensure that our promises and
obligations are fulfilled. We openly share information colleagues and work
together to find best solutions (TAC, 2002 pp.24).

* Yours: Above all, we have, are dedicated to being a positive and
influential Force in the lives of all our customers, colleagues, stakeholders and
the Thai Community at large. We use our innovative skills to make the world
better place through both the solutions that we deliver and the manner in which
we do so. We are part of the community and we are always at your service (TAC,

2002 pp. 36).

Vision
DTAC’s vision as per TAC’s annual report for the year 2002 stated that
“DTAC will be Thailand's tel ecommunication service company of choice,
meeting the needs for communication and interaction among of people, businesses

and communities that we serve" (TAC, 2002 pp.16).



Mission
DTAC’s mission in TAC’s annual report for the year 2002 stated that
"To be a world class tel ecommunication company which:
- understands customer needs and provides innovative and effective
solutions on a timely basis
- provides a challenging and rewarding work environment where
employees flourish

- istrusted by all our stakeholders”(74C, 2002 pp.16).

Branding

The “DTAC” brand was launched in March 2001 with aslogan of "Makes
It Easy". This supported its policy of transparent charging principles, fair pricing

of innovative products and focusing on customer services (TAC, 2003).

Product types and packages

DTAC’s customers can be divided into 2 groups: postpaid customers and
prepaid customers. DTAC also offers various packages for each product typein
the view that DTAC’s customers are able to select a suitable package based on

variable charging scheme depending on the level of usage (TAC, 2002).

As of 15 March, 2004, product packages for postpaid and prepaid markets

offered by DTAC can be summarized in Table 1.2 and Table 1.3 asfollows:



Table 1.2 Postpaid package by DTAC

Package MY Dlite Dmedium Dmax Family Maximize
Monthly Fee No THB 250 No No No No
Start with
Bundle Fee Start with THB 350 No THB 750 THB 1,200 THB 1,200
THRB 250
Free minutes/
75 No 250 600 75 600
month (minutes)
THB 2 per
After 75 minutes, a
THB4 per | THB 3 per THB 2 per minute with
reduced airtime Same as
Tariff rates minute minute minute 20% discount
charge for every MY
nationwide | nationwide | nationwide per call for more
minute nationwide
usage
Charging Method Per-second billing Same as Same as Same as Same as
MY MY MY MY SameasMY
Source: TAC, 2003
Table 1.3 Prepaid package by DTAC
Package Happy Dprompt Baby SIM
Starter Kit THB 500 THB 199

Free Minute / month

THB 100 with 40 day time span

THB 50 with 40 day time span

Monthly Fee

No

No

Tariff Rate (Airtime rate)

THB 5 / minute for normal time, nationwide

THB 250 / minute for happy time,

nationwide

THRB 5 / minute nationwide

Charging Method

Per-second billing

Per-second bhilling

REefill card structure

THB 50 with 3 day time span
THB 200 with 20 day time span
THB 300 with 30 day time span

THB 400 with 50 day time span

THB 50 with 5 day time span
THB 200 with 30 day time span
THB 300 with 45 day time span

THB 400 with 50 day time span

Source: TAC, 2003




Value Added Services ("VAS")

DTAC offers VAS to its mobile phone users including Short Message
Service (SMS), mobile internet portal, a nationwide GPRS (General Packet Radio
Service) capability, wireless LAN and VPN services for the corporate market and

MMS (Multimedia Message Service).

Customer Service

As at year 2002, service centers, DTAC shops and franchised shops had
expanded to 500 locations throughout the country and had been developed to
provide one-stop points of services with 10 service centersin Bangkok and 12
centers upcountry. Both DTAC’s existing customers and the other persons who
are interested in using DTAC’s mobile phone system can obtain inforiiation about

DTAC’s products from these customer service centers.

Distribution channels

DTAC’s distribution channels have been central in acquiring subscribers
over the past 3 years. These include DTAC shops, independent deal ers and non-
telecom outlets. As at the end of 2002, there were 11 DTAC shops operated by
DTAC itself, 396 franchised stores, 818 registered independent dealers with 1,500
outlets and 11, 685 non-telecom outlets such as convenience stores, mini-marts

and gas stations (50-60% of which were up-country) (TAC, 2002).
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Market Development
Even though it is believed that the mobile phone market will continue to
grow at aslower rate than in the past, all mobile phone operators have been facing
with stiff competition as aresult of the on-going liberalization of the Thai
telecommunication market attracting possible new entrants (TAC, 2003). Due to
intense competitive, mobile phone operators including DTAC have changed their
marketing strategies to focusing on not only subscriber growth and market share
but also increasing revenues and profitability. To cope with the current
circumstance, DTAC, in TAC’s annual report for the year 2003, describesits
marketing strategies as follows.
1. To bealeader launching innovative products for both voice and data
Services.
2. To meet the needs of market segments.
3. To cooperate with partners to devel op business solutions and expand
networ k distribution.
4. To enhance the quality of customer services; and

5. To improve the quality of the cellular network.



Appendix C:

Reliability Test



Table 1: Reliability Test for Information Search

Rk Method 1 (space saver) will be used for this analysis ****x*x

RELIABILITY ANALYSIS - SCALE (ALPHA)

1. EX_READ External Source - Read inf. from printed
2.  EX_ADV External Source - Advertising
3. IN SALES Internal Source - Salesperson
4. IN_FRIEN Internal Source - Friends / Relatives
5. IN_CUST Internal Source - Previous or Current DT
6. EXP_EXPE Experiential Source - Past Experiences
7. EXP_TRAI Experiential Source - Trall

N of

Statistics for Mean Variance Std Dev Variables
SCALE 26.0000 12.9474 3.5982 7

Item-total Statistics

Scale Scale  Corrected
Mean Variance Item- Alpha
if Item if ltem Total if ltem

Deleted Deleted Correlation Deleted

EX_READ 22.1500 Nz 5258 6231
EX_ADV 22.4000 10.1474 4066 6498
IN_SALES  22.7500 ¥.85%83 .8885 4834
IN_FRIEM 22.0000 10.2105 4145 6482
IN_CUST 22.3500 9.2921 4893 6246
EXP_EXPE  21.8500 10.8711 4472 6501
EXP_TRAI  22.5000 12.2632 -.0786 .8076

Reliability Coefficients
N of Cases = 20.0 N of ltems =7

Alpha = .6867



Table 2: Reliability Test for Involvement

*¥x%**% Method 1 (space saver) will be used for this analysis *#*#**

RELIABILITY ANALYSIS - SCALE (ALPHA)

N of
Statistics for Mean Variance Std Dev Variables
SCALE 26.5500 25.1026 5.0103 7

Item-total Statistics

Scale Scale Corrected

Mean Variance Item- Alpha

if Item if Item Total if Item

Deleted Deleted Correlation Deleted
P_PRICE 22.4500 18.8921 .6785 7997
P_QUALI 22.5000 19.1053 .7366 7947
P_DISCUS 22.9500 18.5763 .6022 .8099
P_EVALUA 22.5500 18.6816 .5658 .8161
E_BRAND 22.8500 18.0289 5122 .8309
E_FEEL 23.5500 18.8921 .5064 .8271
E_FACTOR 22.4500 20.4711 .6333 .8120
Reliability Coefficients
N of Cases = 20.0 N of Items =7

Alpha = .8351



Table 3: Reliability Test for Loyalty

**rx*4+ Method 1 (space saver) will be used for this analysis *****#

RELIABILITY ANALYSIS - SCALE (ALPHA)
N of

Statistics for Mean Variance Std Dev Variables
SCALE 11.9000 7.5684 2.7511 =k

Item-total Statistics

Scale Scale Corrected

Mean Variance ltem- Alpha

if Item if Item Total if Item

Deleted Deleted Correlation Deleted
L RECOM 8.6000 4.7789 .6129 .8177
L.USE 8.5500 5.2079 .6240 .8186
L _REMAIN 9.1500 3.7132 .7842 .7399
L_CONTI 9.4000 4.2526 .6894 .7853

Reliability Coefficients
N of Cases = 20.0 N of Items = 4

Alpha = .8373



Appendix D:

Results of Discriminant Analysis
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