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Abstract

This study adopts Dick and Basu's (1994) customer loyalty conceptual model as a research
framework. It is a comprehensive model of customer loyalty that presents a relationship of two con-
structs: repeat patronage and relative attitude. The specific aims of this study are to identify a classifi-
catory scheme of loyalty conditions and investigate how a frequency program can shift the attitudinal
dimension of members in order to improve loyalty and to gain a deeper understanding of the effective-
ness of frequency programs used in the hotel industry in Thailand. A multi-scale items of loyalty mea-
surement from member's perspective was used in accordance with the two dimensional loyalty model

developed by Dick and Basu (1994).

INTRODUCTION

The widespread use of customer loyalty and fre-
quency programs by all manner of companies would
suggest that they are proven effective tools (Duffy,
1998; Noordhoff et al., 2004). However, this is not
a convincing point to foster a belief in the efficacy of
frequency programs on customer loyalty. There are
deeper issues raised by managers about the cost ben-
efit of frequency programs.

Most customer loyalty programs available across
the service industry have largely focused on building
repeat patronage. There is now a combined approach
through a theoretical framework of customer loyalty,
that uses both repeat patronage and relative attitude
constructs in measuring loyalty (Dick and Basu, 1994).

Two different kinds of frequency programs are
employed by hotels: frequent stay and frequent diner.
A frequent stay program requires no membership fee,
while a frequent diner program charges an annual
membership fee for privileged services and benefits.

The frequency program examined in this study is
a structured fee-based frequency program. Loyalty
conditions of members with different lengths of mem-
bership are measured using a combined approach,
focusing particularly on motives of repeat patronage
and level of relative attitude. In addition, the impact
of Social Influences on loyalty development is also
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tested.

The repeat patronage construct focuses on cus-
tomer behavior. Its inclusion provides a basis for
measuring and evaluating what customers do. The
relative attitude construct focuses on how customers
evaluate services they use, and provides a basis for
understanding the reasons behind the behavior.

LITERATURE REVIEW

An increase in customer loyalty from both be-
havioral and attitudinal dimensions is the anticipated
outcome among hotel managers, and the importance
of customer loyalty is recognized as a key to profit-
ability in service business (Andreassen and Lindstad,
1998; Bowen and Chen, 2001; Dick and Basu, 1994;
Gwinner et al., 1998; Javalgi and Moberg, 1997,
Pritchard and Howard, 1997, Uncle et al., 2003).

Dick and Basu (1994) developed a comprehen-
sive customer loyalty conceptual model, which then
became a springboard for researchers to investigate
the level of customer loyalty in various businesses.
The model describes four different types of customer
loyalty conditions through the relationship matrix of
repeat patronage dimension and relative attitude di-
mension, namely: no loyalty, latent loyalty, spurious
loyalty and sustainable loyalty. It offers a wider view



in understanding customer loyalty. The model sug-
gests that in order to increase the degree of customer
loyalty from spurious loyalty to true loyalty, relative
attitude dimension needs to be reinforced while main-
taining motives that drive repeat patronage (Dick and
Basu, 1994). This consensus was referred similarly in
many relevant studies, namely Berry and Parasuraman
(1991), Gwinner et al. (1998), Javalgi and Moberg
(1997), Patterson and Smith (2001).

It is therefore crucial to measure customer loyalty
in both the repeat patronage dimension and the rela-
tive attitudinal dimension in order to define the level
of member loyalty. The result from the combined ap-
proach of Dick and Basu (1994) offers a more in-
depth view of customer loyalty in addition to the as-
sessment of Social Influences variables and loyalty
development among frequency program members.

In the literature reviewed, the impact of the fre-
quency programs on customer loyalty in the area of
service businesses remains to be discovered, particu-
larly those programs with annual membership fee.
Moreover, among the structured membership pro-
grams, there is a profound lack of understanding about
the level of customer loyalty from both the repeat
patronage and the relative attitude.

Repeat patronage intention seemed to be a widely
used construct in measuring customer loyalty (Evans,
1999; Hellier et al., 2003). This suggests that the de-
gree of loyalty tends to be measured more by the cus-
tomers' repeat patronage level - or behavioral level -
than by the customer’s attitudinal level. However, at-
titudinal or emotional attachments have increasingly
gained attention as important factors leading to cus-
tomer loyalty (Butcher ez al., 2001).

Measuring and recognizing members' attitudinal
loyalty condition consequently allows managers to op-
timize the effect of non-financial benefits and to capi-
talize on them as a competitive advantage to the firm.
For this reason, there is a clear tendency within the
literature to adopt a combined approach in studying
frequency programs.

The combined approach facilitates not only the
design of a financial benefit based programs, but also
the design of effective frequency programs. If the ser-
vice providers can identify the levels of customers'
attitude, they will be more aware of their customers'
inclination to switch or become less loyal. They can
then design programs that accommodate the attitude
of their customers so as to retain them (Blattberg et
al.,2001).
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In the service businesses with high contact envi-
ronment between customers and service employees
for example, the fine dining restaurant business envi-
ronment, the interpersonal bond between customers
and service employees was found to be one of the
factors that influence loyalty continuance (Butcher et
al.,2001). Therefore, when measuring customer loy-
alty in this particular service business, it is necessary
to combine the customers' attitude measurement with
their behavior measurement. This is in contrast to the
retail businesses environment which usually offers
price-incentive to motivate repeat visits or to increase
behavioral loyalty.

Social Influences are reflected through non-finan-
cial benefits such as customer recognition, social sup-
port, the interpersonal relationship between custom-
ers as well as between customers and employees of
the service provider (Berry and Parasuraman, 1991;
Butcher et al., 2002; Gwinner et al., 1998; Patterson
and Smith, 2001).

Gwinner et al. (1998) and Javalgi and Moberg
(1997) stated that if businesses gained only high be-
havioral loyalty (repurchase) from their customers, but
low attitudinal loyalty (no strong perceived differen-
tiation or preference towards product or service), they
would more likely encounter switching behavior to
competitors. Because the low attitudinal loyalty rep-
resents the weak level of desire or commitment to the
product or service, once the competitor offers lower
prices they are more likely to switch.

Frequency programs with mere economic ben-
efits or rewards can be replicated easily and rapidly
(Palmer et al., 2000). This disadvantage becomes
more serious when new competitors with similar pro-
grams crop up. The customers' switching behavior
might occur as soon as they have reached beyond the
breakeven point of their initial investment in entrance
membership fee.

The significant and common arguments in the lit-
erature reviewed so far can be summed up as follow:
most frequency program members appear to express
spurious loyalty; the financial benefits are key moti-
vations for repeat purchase; and membership fees
promote immediate attitudinal loyalty. Nevertheless,
these points could prove to be right or wrong in dif-
ferent business situations.



RESEARCH DESIGN AND METHODOLOGY
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Research questions and the proposition devel-
opment

Based on the conceptual framework of this study
shown in Figure 1 the research questions are formed
below.

Question 1: To what extent can frequent diner pro-
grams build customer loyalty?

Question 2: What is the difference in the level of
loyalty between renewed and new members of the
hotel frequent diner program?

Question 3: How do Social Influences impact on
the development of customer loyalty among members?

This generates the following research propositions:

P1.Members of hotel frequent diner programs ex-
pressed a high level of perceived importance of mo-
tives that drive repeat patronage but a low level of
relative attitude.

P2.New members and renewed members of ho-
tel frequent diner programs differ in their perceived
importance of motives that drive repeat patronage.

P3.New members and renewed members of ho-
tel frequent diner programs differ in their level of rela-

. tive attitude.

P4. Social Influences are positively related to the
decision to renew membership or to maintain loyalty
with the program.

P5.New members and renewed members of ho-
tel frequent diner programs differ in their preference
of Social Influences.

The first proposition above is devised under the
establishment of research question 1: To what extent
can frequent diner programs build customer loyalty?

Propositions 2 and 3 above are set to serve the
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research question 2: What is the difference in level of
loyalty between renewed and new members of the
hotel frequent diner program?

Lastly, propositions 4 and 5 are developed to
serve the onset of the research question 3: How do
Social Influences impact on the development of cus-
tomer loyalty among members?

Research methodology

This study utilized a self-administered question-
naire to measure the degree of customer loyalty. It
was designed to examine the level of relative attitude
and the level of perceived importance of motives that
drive repeat patronage. Furthermore, it also measured
the level of perceived importance of Social Influences
variables among members with different lengths of
membership.

Sample selection

Respondents were selected from a database of
new and renewed members of the participating hotel.
The researcher gained permission to access the mem-
ber list of one hotel that is currently implementing a
frequent diner program. The hotel selected is one of
the top five star hotels located in the central district of
Bangkok, Thailand. The hotel targets executive-level
business travelers as well as local residents with high
social and economic status. Selecting one hotel avoids
list duplication because members may belong to more
than one hotel frequent diner program. Respondents
were recruited through a mail survey. A stratified ran-
dom sampling technique based on length of member-
ship was utilized prior to mailing out. The member



database was separated by length of membership
before random selection. New members are those
who are the first time members of any frequent diner
program or have been members for less than 12
months.

Inresponse to the research questions of this study,
the sample in total, comprising both new and renewed
members, were selected. Names were selected from
the total member list 0f 2,000. Among the total num-
ber, there were 1,500 renewed members and 500
were new members. Five hundred questionnaires
were sent to the entire population of new members.
Three hundred questionnaires were sent to renewed
members using a systematic sampling design. Every
5% renewed member was chosen from the entire
population of renewed members. This is to ensure
that the whole range of membership was covered.

Research instrument

The questionnaire was comprised of four sections
in order to cover the measurement of customer loy-
alty constructs in this study and to search for the an-
swers to the research questions Section One con-
cems membership data - entering, engaging and leav-
ing the program. Section Two covers the perceived
importance toward motives that drive repeat patron-
age. Section Three deals with the relative attitude, and
Section Four covers the assessment of Social Influ-
ences variables and their impact on maintaining loy-
alty. At the end, participants were asked to provide
their demographic data.

THE RESULTS

Table 1: Respondents' profile by length of membership

Percent of
Frequency Percent Population
Valid <1 year 28 19.3 25.0
1-3 years 46 31.7 75.0*
>3-5 years 33 228
>5 years 38 26.2
Total 145 100 100.0

*75% of population represents members whose length of membership is 1 or more years

Table 2: Reasons for joining a hotel's frequent diner program

e -

n Sum Mean Std. Deviation
Value for money 145 113 .78 416
Satisfaction with the quality of food 145 76 52 501
Satisfaction with the variety of menu 145 71 49 502
Convenient ocation 145 63 A3 497
Satisfaction with the quality of service 145 58 40 492
Satisfaction with the restaurant ambiance 145 49 .34 475
Hotel's reputation and image 145 48 33 AT72
Convenient parking 145 46 32 AB7
For business use 145 44 .30 461
Having relatively high frequency of dining out 145 38 .26 441
Hote! sales' persuasion 145 33 23 A21
Recommend by friend who has baen 2 member 145 11 .08 266
The popularity of restaurants 145 g 06 242
Membership fee waived 145 7 .05 215
The program represents @ symboi of high social status 145 & .03 164
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Table 3: Reasons for leaving a hotel's frequent diner program

n Sum Mean Sid. Deviation

Hardly use the card and feit not worth 1o renewing it 145 72 50 502
Annual membership fee is too expensive compared to other frequent diner program 145 27 18 .381
Found and applied for another better frequent diner program 145 26 .18 .385
Encounter a bad experience about product and/or service of this holel 145 26 i@ .385
Move office or residence and the hotel location becomes inconvenient 145 8 .08 229
Nc one contacts me regarding renewing my membership 145 6 04 .200
Attain free membership for the first year only 145 3 02 143
Do not want {o spend my own meney on membership fee 145 1 .01 .083

Table 4: Mean score of the perceived importance of motives that drive repeat patronage and Chi-
square test

(n=28} {n=117) Tota!

Do not want to waste the membership fee without enjoying any benefits Mean 3.88 2,60 389
Std. Deviation 1.208 1.30¢ 1.2868

| can use complimentary rewards, free voucher Mean 4.21 3.80 3.88
Std. Deviation 957 1.170 1.138

| can use the discount vouchers Mean 407 3.51 382
Std. Deviation 1.086 1.201 1.18¢

This program provides me more value for money than other frequent Mean 343 37¢ 372
i Std. Devistion 1.103 1.141 1.138
Special deal / discount given by this frequent diner program Mean 404 395 397
Std. Deviation 783 1.0587 1010

The more | dine the more points | can earn through this program Mean 254 255 254

Note: 1= Not important at all; 5 = very important

Test Statistics &

e
Chi-Square df Asymp. Sig.

Do not want to waste the membership fee without enjoying any benefits .182 1 669
| can use complimentary rewards, free voucher 1.627 1 .202
I can use the discount vouchers 5.751 1 016
This program provides me more value for money than other frequent diner program 2.849 1 091
Special deal / discount given by this frequent diner program .001 1 .981
The more | dine the more points | can eam through this program _ 003 1 .957

a. Kruskai Wallis Test
b. Grouping Variable; length of membership
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Table 5: Factor loading of motives that drive repeat patronage

Component Matrix 2

Component
1

Special deal / discount given

- ; 779
by this frequent diner program
| can use the discount vouchers 746
| can use complimentary

741

rewards, free voucher
Do not want to waste the
membership fee without 660

enjoying any benefits

This program provides me
more value for money than 543
other frequent diner program

The more | dine the more
points | can earn through this .466

program

Extraction Method: Principal Component Analysis.
2. 1 components extracted.
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Table 6: Mean score of relative attitude and Chi-square test

Length of membership

New Renewed

member member
(n=28) (n=117) Total
| recommend others to apply for membership Mean 2.96 2.98 2.98
$td. Deviation 1.071 1.122 1.108
| tell others about the good benefits Mean 3.36 3.22 3.26
Std. Deviation 951 1.060 1.038
| have no intention to switch to other better program Mezan 2.36 AT . 2.68
Std. Deviation 1.283 1.033 1.092
| never search for better programs Mean 264 2.94 2.88
Std. Deviation 1.311 1.234° 1.250
| gave or | will give any comments/ recommendations  Mean 3.00 3.34 3.28
Std. Deviation 1.305 1.138 1.175
1 would remain a customer of this hotel even if thereJ Mean 261 279 2.76
would be no Frequent Diner Program offering Std. Deviation  1.397 1.200 1.238

Note: 1= Totally unlikely; 5 = Totally likely

Test Statistics 2P

| recommend others to apply for membership 007 1 934
1 tel! others about the good benefits 532 1 ABB
| have no intention to switch to other better program 3.786 1 052
| never search for betier programs 1.601 1 206
| gave or | will give any comments/ recommendations 1.578 1 209
| would remain a customer of this hotel even if there would be no Frequent Diner Program offering 578 1 447

W
B. Kruskal Wallis Test

b. Grouping Variable: Length of membership
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Table 7: Factor loading of relative attitude variables

Rotated Component Matrik

Component

1 2
I tell others about the good benefits 812 .036
| recommend others to apply for membership .898 -.037
1 gave or | will give any comments/ recommendations 560 A77
| never search for better programs -011 .853
I have no intention to switch to other better program .066 812
l would remain a customer of this hotel even if there would be no Frequent Diner Program offenn 137 .682

ct:on Method: 7 Pnncllponent Analysis. G
Rotation Method: Varimax with Kaiser Normalization.

2. Rotation converged in 3 iterations.
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Table 8: Mean score of perceived importance toward Social Influences and Chi-square test

W

Length of membarship
New Renewed
member member
(n=28) {n=117) Total
Recognizing me and greet me personally Mean 283 344 334
Std. Deviation 1.464 1.308 1.350
Remembering my seating preference Mesan 2.64 3.18 3.08
Std. Deviation 1.446 1.400 1.420
Sending me relevant communication regularly Mean 364 3.88 3867
Std. Deviation 1.420 1.087 1,181
Offaring me a customised sarvice Mean 3.14 3.50 343
Std. Deviation 1.433 1.317 1.343
F&B outlet manager or senior staff is friendly Maan 3.18 3.38 338
Std. Deviation 1.336 1.358 1.352
Offering a dedicated hotline service Mean 3.04 3.08 308
o $td. Deviation 1.319 1.336 1.329
Providing me a personal customer refationship Mean 2.57 2.83 2.78
Qe Std. Deviation 1.200 1.288 1272
Offering exclusive community activities Mean 2.89 297 2.96
Std. Deviation 1.343 1.323 1.322
Providing superior treatment apart from giving Mean 3.38 3.61 3.57
ik N Std. Deviation 1,397 1,318 1332
Note: 1 = Not important at all; 5 =Very important
Test Statistics
Chi-Squars df Asymp. Sig.
Recognizing me and greet me personally 2930 1 087
Remembering my seating preference 3.194 ) 074
Sending me t ication regularty 200 1 855
Offering me a customised service 1491 1 222
F&B outiet manager or senior s2ff Is friendly 719 1 396
m dedicated hotiine service exclusively for 058 ) 809
Providingme a p | cust relati ip officer 811 1 340
Offering exclusive communily activities 038 1 754
m ARSI SRR AR i gty oot 852 1 419
p e e SIS

8. Kruskai Watis Test
b. Grouping Variabie: Length of membership
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Table 9: Factor loading of Social Influences variables

Rotated Component Matrix 2

Component

1 v
S et 879 AT701E-02
personally
Remembering my seating 837 241
preference
F&B outlet manager or senior :
taff is friendly 732 252
Oﬁef'mg me a customised B44 432
service
Sending .me'reievant 511 224
comimunication regularly
Providing me z? persfona! 274 779
customer relationship officer
Offenng exclusive community 115 776
activities
Providing superior treatment
apart from giving discount 310 740
benefits
Offering a dedicated hotline 199 738

service exclusively for members

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kalser Normalization.

8. Rotation converged in 3 iterations.



Regression analysis is used to determine the
strength of association between dependent variables,
thereby revealing the strength of the two factors de-
rived from factor loadings. The purpose is to find out
what the key factor of non-financial benefits (Social
Influences) is for frequent diner program to create
greater impact on loyalty development. Table 10
shows the result of regression analysis. A regression
model includes two factors derived from factor load-
ings. The independent variable is the mean score of
Social Influences measurement, the dependent vari-
able is the loyalty continuance (y) and the equation is:

§= bo+b1+bz+
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Where: b0 is a constant; b1 is Factor 1-an Im-
plicit Concern; and b2 is Factor 2 - an Explicit Con-
cern. The estimated model is: . Both factors were
significant at p<0.05. The result indicates that Implicit
Concern (b1 =.918) has a higher influence than Ex-
plicit Concern (b2 = .00365) in encouraging mem-
bers to stay loyal and maintain their membership with
the program.

R square is 1 as the regression is run using the
measurement of mean score of Social Influences (con-
stant) which is the key construct that predicts the prob-
ability of customer loyalty continuance. (Mean score
of Social Influences is 3.25 which equal to the prob- -
ability of loyalty continuance among member of fre-

quency program).
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Table 10: Results of Regression Analysis Loyalty Continuance

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 1.000° 1.000 1.000 01763

2. Predictors: {Constant), REGR factor score 2 for analysis 1, REGR factor score 1 for
analysis 1

ANOVAP
Model Sum of Squares df Mean Square £ Sig.
1 Regression 121.450 2 60.725  195417.368 .000°
Residual 044 142 000
Total 121.495 144
8. Predictors: (Constant), REGR factor score 2 for analysis 1, REGR faclor score 1 for analysis 1
b. Dependent Variabie: Mean of St
Coefficients 2
Unstandardized
Coefficients
Model B t Sig.
1 (Constant) 3.250 2219.927 .000
PN Mmoo 918 625.163 000
1 for analysis 1
IS T acore 3.653E-03 2.486 014

2 for analysis 1

a. Dependent Variable: Mean of S|

Loyatty Continuance Y = 3.25 + 0.91 8(Fac1_1) Implicit Concern + 0.00365(Fac2_1) Explicit Concern
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CONCLUSION

The findings revealed that loyalty continuance for
each year is more likely to depend upon the economic
benefits given at the renewal stage, upon the knowl-
edge of what the competitors are offering through their
programs, and upon the monitoring of the frequency
of the members' return visits.

The findings showed that Social Influences, pro-
vided by fulfilling the Implicit Concern function, could
become a competitive advantage and a powerfil tool
for loyalty development among frequency program
members. This outcome is consistent with the find-
ings from Butcher et al.'s (2002) study. In conclu-
sion, this initial analysis shows:

Proposition 1 (P1) - that members of hotel fre-
quent diner programs express a high level of perceived
importance of the motives that drive repeat patron-
age but a low level of relative attitude - is verified by
the test results.

Proposition 2 (P2) - that the new members and
renewed members of hotel frequent diner programs
differ in their perceived importance of motives that
drive repeat patronage - received rather weak sup-
port from the test.

Proposition 3 (P3) - that the new members and
renewed members of hotel frequent diner programs
differ in their level of relative attitude - is rejected as
false.

Proposition 4 (P4) - that Social Influences are
positively related to the decision to renew member-
ship or to maintain loyalty with the program - was
analyzed and found positive by the test result.

Proposition 5 (P5) - that the new members and
renewed members of hotel frequent diner programs
differ in their preference of Social Influences - is tested
and rejected as false.

FUTURE RESEARCH

In terms of future research, the results suggest the
need to examine the impact of the frequency program
through the comparative degree of loyalty between
members and non-members of the hotels' frequent
diner programs. Furthermore, extending the work
by using the factors underlying repeat patronage among
non-members as compared with members could pos-
sibly help to discover what may diminish churn.
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As this study has confirmed, monetary benefits are
inevitable factors in attracting new members. A fur-
ther research topic could also be geared towards the
issue of member valuation, finding out the optimal
amount for the value of financial benefits given in ex-
change for the membership fee. Future research could
also involve the examination of the weaknesses and
strengths of charging a membership fee for the fre-

quency program.
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