Customer Satisfaction and Loyalty in the Construction Material
Supply Business in Thailand
& 51 - Y ‘L a v od w W
ANANWINA LA LASANNNAVRIANAN %‘Q‘iﬂﬂmﬂaﬂ’aﬂ@!ﬂﬂﬁﬁ‘w
Tutlszimelne

Dr. Kamnjira Limsiritong’

ABSTRACT

The research objective is to identify the relationship between customer satisfaction and service
loyalty. 261 convenience samplings from the three selected companies in Thailand completed their
responses which gained a huge response rate at 87%. Then, data analysis is performed by using a

computer by statistical analysis programs.

The research finding is customer satisfaction is positively related to loyalty. The finding from
this research will allow the Thai managers to re-explore their services strategy development, specifically
in the context of extending customer satisfaction and thereby loyalty. This service strategy
development can help in gaining customer satisfaction and loyalty, which is crucial in obtaining and
sustaining competitive advantage in an increasingly competitive market place especially in the

construction material supply business.
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INTRODUCTION

In the past, the focus of research investigating loyalty was on tangible goods (Cunningham,
1956; Day, 1968; Kostecki, 1994 cited in Maloney, 2002). However, there are limited studies that
examine service loyalty; for example, Gremler and Brown (1996) extend the loyalty concept to service
loyalty by considering intangible products or services. Maloney (2002) argued that obtaining repeated

customer purchase is the foundation for businesses.

This study essentially attempts to understand whether customer satisfaction impacts to loyalty
in Thailand specifically the construction material supply business. Moreover, there is a lack of research
examining loyalty particularly in Thailand. Furthermore in the general marketing literature, the role of

customer satisfaction in the loyalty has had limited attention.

CUSTOMER SATISFACTION

Customer satisfaction is divided into two levels; a transaction-specific assessment and an
overall assessment. The transaction-specific assessment is the first level which is based on the attitude
level and defines customer satisfaction or emotional reaction (Oliver, 1980, 1981). In contrast, the overall
assessment is the second level which is based on the customers’ experiences and all encounters with
the particular company (Taylor and Baker, 1994). Customer satisfaction is a response or an experience
which is related to consumption of services. Each service provides some opportunities to reinforce their
commitment to quality or consumer satisfaction. Therefore, overall service satisfaction can be seen as

consumer's satisfaction or dissatisfaction based on their experiences in that particular company.

Lovelock, et al, (2001, p. 100-101) describe satisfaction as a consumer's “post purchase
evaluation of the overall service experience (process and outcome). It is an affective state in which the
consumer's needs, desires and expectations during the course of the service experience have been met
or exceeded”. Customer satisfaction is an important topic area for this research because of its
relationship with customer perceptions, evaluation of performance, value and ultimately outcome

behaviors.

The disconfirmation of expectation model is the most dominant model in customer satisfaction
research. The model shows that satisfaction is related to the pre-purchase expectations (a factor of
previous experience, involvement, marketing and competitors) and perceived performance of the
service. Where expectation exceeds performance, the consumer suffers disconfirmation resulting in
dissatisfaction. Where performance matches or exceeds expectation, customer satisfaction or delight
can be expected. Patterson (2000; cited in Lovelock et al., 2001) show a direct link between
performance and satisfaction for a high involvement purchase decision, with customer emphasis placed
on post purchase evaluation. This finding has important implications for management when improving
performance, indicating that attention to post purchase evaluation of consumers is the most important

area to improve satisfaction.
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LOYALTY

Gremler and Brown (1996) used the loyalty concept in the context of intangible products and
argue that there are three components that are importance in defining loyalty; purchase, cognition and
attitude. Attitude means change in buyers’ behaviour in terms of fulfilling their needs or wants
(Limsiritong and Reongprasertvit, 2001). Hence, the expression of loyalty can be seen in terms of

consumer repeat purchasing behaviour from a service provider (Gremler and Brewn, 1996).

Even though, the belief of these authors that customers’ repeating purchase behavior may
guarantee loyalty or predict customer intention, Maloney (2002) argued that receiving customer

repurchase is the ultimate fact for business. The key fundamental to study consumer behavior is why

~ they repeat purchasing product. The probability of customer repurchasing caused from both satisfaction

and switching barrier was suggested by Fornell (1992), and supported by Keaveney (1995). He
investigated several reasons of customer's switching reason such as services failures or price, etc. As
switching barriers are considered as a priority of customer repurchase behavior, or the intention to
repurchase good or service, the impression of performance and satisfaction is very important. (Bateson
and Hoffman, 1999) It related to customer satisfaction or dissatisfaction which lead to deny or
repurchase the product again, therefore loyalty is very essential for repurchasing decision of customers
(Maloney, 2002).

CUSTOMER SATISFACTION AND SERVICE LOYALTY

Though Higgings (1997) objects that the demonstration on the ability of customer satisfaction
score to predict such loyalty is inadequate. The recognition of customer loyalty as the ultimate
measurement of customer satisfaction is increasing. Fornell (1992) point that the customer satisfaction
is in direct effect of customer loyalty, if the satisfaction is high, it increase loyalty for the firm which
can lessen chance in losing customers to its competitor. In the same direction, Anderson and Fornell
(1994) indicate that loyalty is determined to a large extent by customer satisfaction. Moreover,
Anderson and Fornell (1994) emphasize that the failure of the firms to demonstrate the linkage of
customer satisfaction and economic performance, may leave behind the focus of customer satisfaction

measurement.

In a conceptual paper on loyalty of Dick and Basu (1994), states that most researchers have
focused only on the issue related to the measurement of loyalty, while its concept widely applies to a
variety of contexts from consumer packaging product to industrial to retail store, Dick and Basu (1994)
then introduce an idea of relative attitude in order to provide further understand on theoretical

grounding to the loyalty construct.

Dick and Basu (1994) explain the loyalty in the mean of more favorable attitudes towards a
brand and repeat support, the low relative attitude with low repurchase implies lack of loyalty, while

low relative attitude with high repurchase show the unreliable loyalty. These then indicate the
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satisfaction as the priority of relative attitude as customers will only hold favorable attitude towards

brand when comparing with others because of satisfaction.

RESEARCH OBJECTIVE AND HYPOTHESIS

The research objective is to identify the relationship between customer satisfaction and loyalty.

In service industries, customer satisfaction and loyalty are influenced by the quality of
interactions between customers and the personnel involved in the contact services (Kotler, 1999).
Lovelock, Patterson and Walker (2001) chronicle satisfaction as a buyer's post acquire appraisal of the

all-inclusive service experience (formula and result). Patterson (2000: cited in Lovelock et al., 2001)

showed a direct link between performance and satisfaction for a high involvement purchase decision,
with customer emphasis placed on post purchase evaluation. It is essentially argued in this study that
the levels of customer satisfaction, founded on the experiences of the customers with the firm, will
results in higher levels of loyalty. In other words, as consumers are confident of the company’s ability
to meet their requirements reliably and efficiently (i.e., satisfaction), they would prefer to buy services

from the company (loyalty) and it avoids switching costs for the consumer. Thus: hypothesis is

Customer satisfaction is positively related to loyalty.

METHODOLOGY

A quantitative research was conducted for this study. The questionnaire was firstly developed
in English. Then, the questionnaire was translated into Thai. To prevent miscommunication, the
questionnaires were interpreted into the local language (Ramachandran, 1991). The 30 pre- tested
questionnaires were tested to make sure that this instrument was suitable for the objective and the
hypothesis. Then, the self-administered mail surveys were sent for obtaining data as the primary

mechanism.

It was deemed appropriate that a non-probability sampling techniques (convenience sampling)
was used due to the nature of this research. So, the convenience sampling is any customers who

interact with the three selected companies.

The names of the construction material suppliers were obtained from a randomly selected
sample from a list of firms in the construction industry accessible from publicly available websites.

Then the three companies would be contacted to request authorizations to access the customers.

The organizations’ authorization is required at this stage. The researcher requested to provide
information to the participants’ organization about the study. The three organization aided in obtaining

a random sample of about 300 respondents after getting approval from the three selected companies. A

letter of consent was sent to the organizations to get permission to obtain approval from their
customers. Attention was paid throughout to the privacy and confidentiality issues of these

respondents.
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300 questionnaires posted to the 3 selected construction material supply business companies.
Each of the three selected companies was obtained 100 questionnaires. Totally, 261 customers from the

three selected companies completed their responses which gained a huge response rate at 87%.

DATA ANALYSIS AND DISCUSSION

Data analysis is performed by using statistical packages. Data analysis transforms the data into
information that would support or disprove the hypotheses. Interval-scales, via Likert Scales are the

primary means of collecting the data. Descriptive analysis such the frequency, mean and standard

deviation will be performed to understand the primary data such as gender, age and educational
background. The Partial Least squares analysis will be employed to examine the hypothesis. The test

will be conducted to understand the relationships between customer satisfaction and loyalty.

Table 1 provides the frequency and percentage for the demographic information. The

demographic statistics highlighted includes gender, age, education background, and annual income.

Table 1: The Demographics’ information of respondents

‘Variables ' | Frequency Percentage (%)
Gender:
Male 132 50.6
Female 129 494
Total 261 100
Age:
Missing 2 0.8
Under 20 years old 5 1.9
21-30 years old 73 28.0
31-40 years old 81 3.0
41-50 years old 66 253
51-60 years old 33 126
Above 60 years old 1 04
Total 261 100
Education Background:
Missing 2 0.8
High school or under 21 8.0
TAFE 42 16.1
Undergraduate degree 144 55.2
Postgraduate or above b2 19.9
Total 261 100
Annual Income:
Missing 3 11
Under 50,000 bahts 76 29.1
50,001- 100,000 bahts 29 11.1-
100,001-150,000 bahts 33 12.7
Over 150,000 bahts 120 46.0
Total 261 100
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From this table 1, 50.6% of the respondents are male and 49.4% are female 31% of respondents
are aged between 31 and 40 years followed by 28% of respondents aged between 21 and 30 years,
whilst only 0.4% are more than 60 years old. In the context of education background, most are
university educated, including 56.2% have undergraduate degree, whilst at 8% have studied till high
school or below. In term of income, 46% earn higher than 150,000 bahts annually, about 11.1% eam
between 50,001 and 100,000 bahts, annually.

Zigmund (2003) defined satisfaction of customers as the customer’'s impression of the
superiority of a firm's services. Similarly, Cheng (2008) endorsed that service quality is a key issues
affecting customer satisfaction. Furthermore, customer satisfaction can predict customer repurchasing.
After review prior survey based research (e.g. Bettmen, 1974 cited in Wang and Lo, 2004; Caruana,
2002; Swan and Oliver, 1985 cited in Wang and Lo, 2004; Burns, Graefe and Absher, 2003), this study
applied the 4 items subjective scale of customer satisfaction of Caruana (2002) to report the satisfaction
levels of customers. The respondents rated the satisfaction levels via the five point Likert scales. The
anchors for the scales are; 1-very dissatisfied to 5-very satisfied. This scale of 4 items presented a

composite reliability of 0.949 which was gained from the PLS. The four items include;

Table 2: Measurement - Customer Satisfaction

Satisfal How satisfied are you with the overall service?

Satisfa2 Please rate your satisfaction with the time of delivery of services
Satisfa3 Please rate your satisfaction with the company's customer service
Satisfad Please rate your satisfaction with the Merchandise Options
deleted  Items deleted

Several studies have empirically developed a scale for service loyalty (e.g., Caruana, 2000;
Disney, 1999; Gremler and Brown, 1996; Sivadas and Baker-Prewit, 2000). For example, Caruana (2000)
followed Gremler and Brown's research (1996) and suggested several items for capturing loyalty. Based
on Caruana's study, this study adopted an 8 item subjective scale for measuring loyalty. Loyalty is
measured by 8 items with a five point Likert scale. This scale of 8 items presented a composite
reliability of 0.909 which was obtained from PLS. The anchors for two questions items are: 1-Not very
likely to 5-very likely. Thl_en; the anchors for the other six items measuring loyalty are; 1- Strongly Agree

and 5 - Strongly disagree. The eight items are as follows:
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Table 3: Measurement -Loyalty

lol How likely is it that you will continue using the company's services?
loZ How likely would you be to encourage the Company to your friends and relatives
to come to the company?

o3 [ will use this company's services every time [ need a service

lo4 This company’s service makes me come back to do business

lo5 I believe this company is good

lo6 I like doing business with this company

107 I have considered switching companies

lo8 This company is the first company I think of when buying construction materials
éeletad Items deieted . .

For the key constructs of interests, both of which are uni-dimensional all the items had a

critical ratio greater than 1.96; therefore, all items were included in the final analysis.

Furthermore, discriminant validity which is the test for the uniqueness of the scale Bagozzi, Yi
and Phillips (1991) was examined through PLS by examining the Average Variance Extracted (AVE).
The AVE represents the average squared correlation (ie., average communality) between the items
representing a construct and the construct itself as obtained from the PLS analysis. It has been
recommended that a construct should have an AVE larger than 0.5 to have acceptable discriminant
validity (Chin, 1998). The findings of AVE from table 4 show results for discriminate validity (0.631 for

satisfaction) and (0.614 for service loyalty). These findings provide evidence for discriminant validity.

The reliability of a measure determines its ability to yield consistent results (Nunnally, 1978). A
reliability of greater than 0.7 is recommended (Nunnally, 1978). The composite reliabilities obtained from
the PLS analysis suggests that all had acceptable reliabilities (Satisfaction, 0.869 and Loyalty, 0.926) as

shown in table 4.

Table 4: Measurement model, AVE and Composite Reliabilities

Compoﬁent and Manifest Variables | Loadings
Satisfaction
AVE 631
Composite Reliability 869 i
Loyalty
_ AVE 614
Composite Reliability 926
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Having discussed the hypothesis PLS is used in this study because it is recommended for
smaller samples, it avoids multi-variate normality assumptions and most importantly it is a valid
technique to understand measurement and relationships. However, the evaluation of the model involves
multiple indices (Lohmoller, 1981). Various fit indices for the predictive relevance are identified (Fornell
and Cha 1994). These include r-squared, average variance explained (AVE), average variance accounted
for (AVA), regression weights and loadings. Furthermore, important indices such as the variance
explained by the paths (i.e., correlation x path coefficient) and critical ratios for the inner model are
also provided. The 1-squared should be larger than the recommended levels (0.10), the variance due to
path should be greater than 0.015 (1.5%), the critical ratio should be greater than 1.96 for the
relationships to be significant Falk and Miller (1992).

Table 5 Model of the Hypothesis (Customer satisfaction is positively related to service loyalty)

Customer
Loyalty H1 609 35 T B2FEEE

Satisfaction

57

AVA bbb

****=<0.001, ***=<0.010, **=0.050, ns=not significant

The PLS analysis suggested that the path coefficient is 0.609 and the critical ratio was higher
than 1.96 (7.62) and the variance due to path was 0.35, which is greater than 0.015. Thus the

hypothesis was supported.

Discussing on the key finding, it is structured according to the hypothesis. Customer
satisfaction is considered as an important factor for loyalty and buyer retention, profitability and return
on investment (Hackl and Westlund 2000). The Research Objective; (to identify the relationship
between customer satisfaction and loyalty) highlighted the relationship between customer satisfaction
and loyalty. The Hypothesis is: customer satisfaction is positively related to loyalty, essentially arguing
the antecedent nature of customer satisfaction to service loyalty. Lovelock et al, (2001) showed that if
consumers are confident of the company's ability to meet their requirements reliably and efficiently
(i.e., satisfaction), they would prefer to buy services from the company (loyalty) and this process also
avoids switching costs for the consumer. Furthermore, Patterson (2000; cited in Lovelock et. al., 2001)
showed a direct link between performance and satisfaction for a high involvement product, with
emphasis placed on post purchase evaluation. It is essentially argued in this study that the levels of
customer satisfaction, founded on the experiences of the customers with the firm, will results in higher

levels of loyalty.
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CONCLUSION AND LIMITATIONS

In conclusion, this research is couched in the marketing literature relating to customer
satisfaction and loyalty. This study was guided by the research question; How do customer satisfaction
relate to loyalty in the Thal construction material supply business?. The research objective and the
related hypothesis developed from the literature review provided the foundation for the empirical
investigation of the relationships. The research methodology was discussed and then presented the
finding of the hypothesis. Statistical packages were applied to test the hypothesis finding. The result
suggests that customer satisfaction is positively 1elated to loyalty. The findings from this research will
allow the Thai managers to re-explore their services strategy development, specifically in the context of
extending customer satisfaction and thereby loyalty. This service strategy development can help in
gaining customer satisfaction and loyalty, which is crucial in obtaining and sustaining competitive
advantage in an increasingly competitive market place. Understanding this is important because of the
extreme competition; the key to a sustainable competitive advantage lays in delivering a high quality
service that will result in satisfied customers. In conclusion, the purpose of this study was to perform
an investigation of the literature relating to service loyalty, and customer satisfaction within Thailand,

with emphasis on the construction material supply business industry.

However, there are several limitations to the study. Firstly, the sample respondents were
exclusively from Bangkok so the generalizability of the findings to Thailand in general must be made
with caution. Secondly, there are limitations in the methodology relating to some aspects of translation.
For example, Ramachandran (1991) argues that translation of the questionnaire is necessary for
preventing miscommunication or misinterpretation. However, the questionnaire translation from English
to Thai or Thai to English versions may not have interpreted the nuances of the language and

therefore the differences in meaning may have an affect on the quality of the data collection.
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