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Abstract

After the deregulation of freeway bus routes by the government, bus carriers adopt various
operating strategies such as lower fare and service improvement to attract intercity travelers In
addition to those operating strategies, customer loyalty recelves much attention because loya
customers can bring more profits and values to the company. The primary objective of this

research is to investigate passengers;loyalty.and theirchoices for freeway bus carriers.

The methodological framework-includes three- stages. The first stage applies the factor
analysis approach to extract the underlying latent factors of service quality. The second stage
develops customer loyalty models by employing the gructural equation modeling approach. The
finally stage examines passengers choice of bus'carriers by incorporating factor scores of latent

loyalty and service quality variables into the multinomial logit and nested logit choice models.

A revealed preference questionnaire was designed to collect bus passengers preferences and
choice data for those who travel in Taipe-Kaohsiung corridor. The factor analysis identifies four
service quality factors which include onboard amenity, personnel’s manner, station's performance
and operational performance. The estimation results of customer loyalty models show that
satisfaction, service value, trust and switching cost have direct and positive effects on customer
loyalty, and attraction of competitors has a direct and negative effect on customer loyaty. The
estimation results of the multinomial logit and nested logit models indicate that fare, onboard
amenity, personnel’s manner, and customer loyalty are significant variables influencing the
choice of bus carriers. The nested logit models, which alow differential similarity among bus
carrier alternatives, are statistically superior to the multinomial logit model. The results provide
valuable implications for product design and marketing strategies.
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