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This study investigates discrepancy in factors affecting passengers’ intensions regarding using full service
and low cost carriers. A conceptual model, that originally focused on the former, is adopted and slightly
revised according to the service properties of low cost carriers. To validate the revised model, a ques-
tionnaire survey on passengers of Spring Airlines, the first low cost airline in China, was conducted. The

results indicate differences in attitudes towards full service and low cost carriers. Service perception is
a latent variable with the most significant influence on intentions about using full service carriers, but
exhibits less effect on intentions regarding low cost operators. Conversely, service value exerts the
greatest effect on intentions for possible low cost passengers.

© 2009 Elsevier Ltd. All rights reserved.

1. Introduction

The successful low cost air service business model developed by
Southwest Airlines in the early 1970s in the US has since spread.
Numerous low cost carriers (LCC) were established in the EU during
the late 1990s to the early 2000s. During the mid 2000s, LCC
business model entered the Asian market, first in Southeast Asia,
and then in China and India. The past decade has seen numerous
studies examining LCC, but most of these focused on the airlines in
the US and EU market (O’Connell and Williams, 2005; Mason and
Alamdari, 2007).

Because of the late introduction of this business model to China,
few studies have focused on its market, which is one of the most
rapidly growing air transport markets in the world and deserves
careful examination. Based on this, Shon et al. (2008) employed
importance-performance analysis (IPA) technique to analyze the
gaps between customers’ expectations and perceptions regarding
the service provided by the first China LCC - Spring Airlines, and
then improvement strategies are prioritized and recommended.
However, the key factors affecting LCC passenger intentions are
seldom investigated. To achieve an ever more successful LCC
business model, in-depth insights into the air passenger decision-
making processes are essential. Accordingly, this study aims to
examine the relationships between service expectation, service
perception, service value, passenger satisfaction, airline image, and

* Corresponding author. Tel.: +886 2 23494940; fax: +886 2 23494953,
E-mail address: ycchiou@mail.nctu.edu.tw (Y.-C. Chiou).

0969-6997/% - see front matter © 2009 Elsevier Ltd. All rights reserved.
doi:10.1016/j.jairtraman.2009.11.005

behavioral intentions in LCC service context and compare the
validated results with those of full service carriers (FSC) service.

2. Conceptual background

Structural equation modeling (SEM) is the standard method for
simultaneously measuring latent factors and for examining several
cause-effect relationships among these factors. Park et al. (2004)
used SEM (Fig. 1) to explore passenger’s intentions may be directly
or indirectly affected by five key factors, including service expec-
tation, service perception, service value, passenger satisfaction, and
airline image.

Twelve hypotheses
constructs are examined:

of cause-effect relationships among

H1: Service expectation has a positive impact on service perception.

H2: Service expectation has a negative effect on passenger
satisfaction.

H3: Service expectation has a negative effect on service value.

H4: Service perception has a positive effect on passenger
satisfaction.

H5: Service perception has a positive effect on service value.

H6: Service perception has a positive effect on by airline image.

H7: Service value has a positive effect on passenger satisfaction.

H8: Service value has a positive effect on airline image.

H9: Service value has a positive effect on behavioral intentions.

H10: Passenger satisfaction has a positive effect on airline image.

H11: Passenger satisfaction has a positive effect on behavioral

intentions.
H12: Airline image has a positive effect on behavioral intentions.
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Fig. 1. The conceptual model proposed by Park et al. (2004). * The hypothesis is
negative; the other causal paths are hypothesized to be positive.

Compared to FSC, LCC are airlines provide no-frills services at
a comparatively low and simplified-regime fare. Target customers
and behavioral intentions are believed to differ between FSC and
LCC. Therefore, it is interesting to examine the applicability of the
conceptual model proposed by Park et al. (2004) to LCC, and then to
compare the difference between FSC and LCC. To this end, this study
employs SEM to identify the key factors affecting behavioral
intentions of Spring Airlines passengers based on the conceptual
model. Discrepancies in contributing factors to behavioral inten-
tions between FSC and LCC are then examined.

3. Data

A self-administered five-part questionnaire is used to collect
data from LCC’s passengers. The first part gathered passenger travel
information. The second contained 21 statements reflecting
dimensions of LCC service levels, primarily derived from the
SERVQUAL scale developed by Parasuraman et al. (1988) and the of
Park et al. (2004), together with insights gained from in-depth
interviews with airline managers and focus group responses. Since
the survey is focused on passengers of LCC, certain items are
moderately revised from those of Park et al. to account for differ-
ences between FSC and LCC. Those questioned were asked to rate
the degree of importance they ascribed to the statements using
a five-point Likert scale in the third part. The pen-ultimate part of
the questionnaire surveyed passenger perceptions of the aspects of
service value, airline image, overall satisfaction and behavioral
intentions, each of which were represented by two to three items.
The final part asks for respondents’ demographic information.

Two thousand questionnaires were disseminated to travelers
flying Spring Airlines in airports and airplane cabins from March 5
to 11, 2007. Customers completed the questionnaires themselves
before arriving at their destination airport, and 968 valid ques-
tionnaires were returned.!

4. Results

The structural model is tested using six constructs. By using
a correlation matrix across 52 measurement variables, SEM analysis
is performed against the proposed conceptual mode and the results
indicate the structural model provides a good fit.

! The Cronbach’s as of service expectation and service perception measured by
21 variables were as high as 0.882 and 0.889, respectively. Service value, airline
image, passenger satisfaction and intentions, are measured by three variables with
Cronbach’s & = 0.717, three variables with Cronbach’s « = 0.848, two variables with
Cronbach’s & = 0.800 and two variables with Cronbach’s « = 0.832. The observed
variables are found to be significant, and all constructs have high composite
reliability.
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Fig. 2. Estimated structural model. *Denotes the significance level of « = 0.05; t-values
are given in parentheses.
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The overall model is tested, along with the relationships among
the various constructs. The results, as depicted in Fig. 2, show that
four hypotheses, H2, H3, H5 and HS, fail to be supported in the
context of LCC, implying a discrepancy between FSC and LCC
operations. Other hypotheses are validated, and the standardized
regression coefficients have the same signs as those in Park et al.
(2004). Compared to FSC passengers, service expectations of LCC
passengers exhibit neither a significantly negative effect on service
value nor a significantly positive effect on passenger satisfaction,
suggesting that the service expectations of LCC passengers do not
directly affect their assessments of service value and passenger
satisfaction (H2 and H3).

Although LCC passengers still have high expectations regarding
LCC service (because they tend to rate service attributes highly, as
shown in Shon et al., 2008), service value and passenger satisfac-
tion are not significantly affected. This may explain the rationale of
passenger decision-making behavior, given their advance knowl-
edge of the particulars of LCC and FSC services; their high expec-
tations do not affect their decision-making. Additionally, service
perceptions do not significantly affect service value (H5), making
service value an exogenous latent variable in this framework. The
final unsupported hypothesis is that service value does not signif-
icantly and positively affect airline image, implying that the airline
image of an LCC is not created by increasing service value, for
example by offering fare discounts, because the image of the LCC is
already recognized as having a “low ticket fare”. Thus strategy of
further reducing ticket prices in this situation would not signifi-
cantly improve corporate image.

Table 1
Direct, indirect and total effects among constructs of FSC and LCC.

Path FSC (Park et al., 2004)  LCC (This study)

Direct Indirect Total Direct Indirect Total
effect effect effect effect effect effect

Expectation — Perception 037 - 037 046 - 0.46
Expectation — Satisfaction -0.06 022 0.16 - 0.14 0.14
Perception — Satisfaction 049 025 074 030 - 0.30
Service value — Satisfaction 039 - 039 031 - 0.31
Expectation — Service value 039 -0.12 023 - - -

Perception — Service value 039 063 - = = =

Expectation — Image - 0.04 0.04 - 0.13 0.13
Perception — Image 0.11 056 0.67 0.20 0.08 0.28
Service value — Image 033 018 051 - 0.08 0.08
Satisfaction — Image 047 - 047 026 - 0.26
Expectation — Intentions - 017 017 - 0.17 0.17
Perception — Intentions = 0.65 065 - 0.38 0.38
Service value — Intentions 0.16 035 051 073 024 0.97
Satisfaction — Intentions 024 024 048 054 - 0.54
Image — Intentions 050 - 0.50 0.81 - 0.81
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Table 1 further compares the direct, indirect, and overall effects
among constructs. According to Park et al’s results relating to FSC,
the most significant factors contributing to intentions is service
perception, with an effect of 0.65, followed by service value, airline
image and service satisfaction. Service expectation has the least
total effect on behavior intentions, with a total effect of 0.17. We
find that service value exerts the greatest influence on intentions,
with an effect reaching 0.97, suggesting that increasing the value
for money perceived by passengers will enhance intentions to
choose and recommend the airline. The second most influential
construct is airline image, with an effect of 0.81, which can be
boosted by either increasing service perception, passenger satis-
faction, or both. Also, the most influential construct of FSC, service
perception, is the next to least important factor for LCC, indicating
that the competitive advantage of a no-frills air transport service is
its “cost leadership strategy” rather than “differentiation strategy”.
Coincidentally, the effects of service expectation on behavioral
intentions of FSC and LCC share the same value of 0.17, making it the
least important factor for both FSC and LCC.

5. Conclusions

A conceptual framework originally developed by Park et al. for
studying traditional full service airlines is extended to low cost
operations by studying the passengers of Spring Airlines, the first
LCC in China. The analysis shows differences between the ways FSC
and LCC are viewed by passengers. Service perception is the most
significant influence on intentions of passengers to use FSC, but
exhibits less effect on intentions to fly with LCC. Conversely, service

value exerts the greatest effect on intentions for LCC, suggesting
that the “cost leadership” (low-fare policy) strategy remains the top
priority. To boost service perception without offering a compara-
tively low fare may not provide sufficient incentive to increase
passenger numbers, because LCC customers already take it for
granted that they will receive no-frills service before deciding to fly
with Spring Airlines. Passengers are far more sensitive to price than
service.
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