&
ﬁ UNIVERSITEIT VAN PRETORIA
© UNIVERSITY OF PRETORIA
G

YUNIBESITHI YA PRETORIA

CGCORDON INSTITUTE
OF BUSINESS SCIENCE

University of Pretoria

Willingness to pay for airline services and

product attributes in South Africa

Khanyisa Hlekane

2858 042

A research project submitted to the Gordon Institute of Business Science, University of
Pretoria, in partial fulfilment of the requirements for the degree of Master of Business

Administration.

November 2009

© University of Pretoria



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

Abstract

The primary objective of this research was to understand airline services and product
attributes that customers value and to estimate their willingness to pay for these
attributes. The research also aimed to understand the consumer decision making
and buying process particularly with reference to rules used in the buying process.
Would the ranking of a service or product attribute influence customers’ willingness

to pay for that attribute? The research was based in South Africa.

This research used a structured survey design, asking customers to rank their
preferred product attributes and went on to enquire about their willingness to pay for

those attributes.

The main findings regarding the preferred attributes mirrored those that were
uncovered in the literature review. For business travellers, Frequency, Comfort and
Business Lounge were found to be predictors of willingness to pay. Only the
Business Lounge was found to be a predictor of willingness to pay for non-business

travellers.

Willingness to pay responses from the two groups were similar; however the results
showed that non-business travellers were significantly more willing to pay for Flight
Frequency while business travellers were significantly more willing to pay for access

to the Business Lounge.

With regards to the use of decision making rules, there did not seem to be any clarity

on the use of any decision rules for business and non-business travellers.



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

Declaration

| declare that this research project is my own work. It is submitted in partial fulfilment
of the requirements for the degree of Master of Business Administration at the
Gordon Institute of Business Science, University of Pretoria. It has not been
submitted before for any degree or examination in any other University. | further
declare that | have obtained the necessary authorization and consent to carry out

this research.

Shiluva Khanyisa Hlekane

November 2009



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

Acknowledgments

| would like to thank the following people for making this dissertation possible:

My father, who encouraged, mentored and supported me throughout my journey on
the MBA programme. Without your support, love, patience and guidance | would
never have completed this challenging programme. | know you have been there

every step of the way.

Chris Hlekane for your insights and organizing access to conduct the fieldwork.

Without that, this research would have remained nothing, but a pipe dream.

My sisters J&& and Pam, for taking time to assist with the fieldwork. Without you, this

work may never have been completed. Your support is greatly appreciated.

My family, who supported and believed in me every step of the way, | could not have

gotten this far without knowing you were all behind me.

To my friends and colleagues, for your support, understanding and patience. Thank

you for sticking around and picking me up when | was ready to give in.

To Christine for your input and support in deciphering the nuances of statistics.

My supervisor, Ricardo Machardo, who provided guidance, input and insight.



-

ﬁ UNIVERSITEIT YAN PRETORIA
’. UNIVERSITY OF PRETORIA

YUNI ITHI ¥ PRETORIA
Qe UNIBES A ETO

TABLE OF CONTENTS

N = R I O |
[ 0 N N I L0 |
ACKNOWLEDGMENTS ...... .o rssssmsssssss s s s ssms s s s s s e s smmms s sssssssnnnns n
TABLE OF CONTENTS. ...t s s rs s s s s s s s nmms s s s s s s e nmmmn s Iv
LIST OF FIGURES.........cooeeeeeeiiiieiieninnennnnnennnnsnnnssnsn s snn s s nnn s s s s s s s s s s s s nn s s s s nnnnnnnnnnnnnnnnnns Viii
I 0 T i 72 = I PP IX
CHAPTER 1: INTRODUCTION TO THE STUDY ....cceeeiiiiiiiirrnrreessns s s 1
10 TR [ o T LT ) o 1
1.2 Background to the StUdY ........ccccciiiiiciiiiiiii e e e e s nmn e e e e s e nnes 1
1.3  Problem statement ... nnnn e 3
1.4  Objectives of the study........ccccociiiiiiiiini e —————— 4
LR T 1 =1 4 1o Yo (o ' Y o N 5

1.5.1 TYPE OF FESEAICH ... e e e ae e e et ee e e e nneee e e e 5

1.5.2  Sampling framework and SCOPE ..........uveiiiieeiiiiiiiiieeee e e e 5

1.5.3 INSTIUMENT USEA ...t e e et e e e sb e e e e eneeeaeeaes 6

154 Methods Of @NAIYSIS .......cooiiiiiie e 6

1.5.5 Limitations @nd ©ITOIS .......eeiiiiiie et e e e e e e e s e e e e e e e s nnneeeeeeas 6

1.5.6 EthiCal ISSUES ...ttt e e e e e e e e e eaeas 7
1.6 Summary of Chapter 1 ... ————————— 7
CHAPTER 2: LITERATURE REVIEW.........cccir e 9
200 B 11011 o T [T 1 ' o T 9
2.2 Consumer decision making and buying ProCess .........cccuecrrimnimrrinnssrsinssnss s 10



&

ﬁ UNIVERSITEIT VAN PRETORIA

© UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

G

2.21 INEFOAUCHION ... 10
2.2.2 A background on the consumer decision making and buying process ............c.......... 10
2.2.3  Levels of consumer decision Making............ccueieiiiiiieiiiiiee e 11
2.2.4  Consumer decision rules in the decision making proCess.........ccccccveeiniieeeiniieneneninn. 14
2.2.5 Summary of the consumer decision making and buying process ............ccccoecueeeennnee 17
2.3 Service and product attribute selection by airline customers ...........cccccccrrririnniniiseninnnn: 18
2.31 T (oo [ o i o o PP S T PRRTT 18
2.3.2 Definition of service and product attributes .............ccccoecciiiiiiii e 19
2.3.3 Important airline attribULes .............eeiiiiiii e 19
2.3.4  Summary of important attributes .............ccoo i 27
2.4 Willingness to pay for airline service and product attributes ...........ccccoecmrrririicccciceennnnnn. 28
241 T o To [ T o T o USSR 28
242  WillINGNESS 10 PAY ...eeiiiiiiiieeiitiie ettt 28
243  Summary of WilliNgNESS t0 PAY ......eevieiiiiiiie et 31
2.5 Summary of [Iterature reVieW...........cciiirceciiirrcrr e e sne e s e e s e smn e ennns 32
CHAPTER 3: RESEARCH QUESTIONS AND HYPOTHESES ...........ccccccceiiinnnneee 33
B 0 I | 17 Yo 11T 7 T o 33
3.2 Research questions and hypotheses............coo i 33
B T U 313 = o 37
CHAPTER 4: RESEARCH METHODOLOGY .......ccotmmmtmmeminnnsrrrnnssssssssssssssssssnnssses 38
L S0 I 11011 e To [T 1 ' o 38
L Y 8/ « L= o A (=== T o o SR 40
4.5 Sampling method and SizZe.........cccccceiiiiiiiiccirecirr s amr e e e s a s amn e e e s 41
4.6 Research inStrument.............ccciiiiiiii e ————————— 42
4.7 Pre-testing the qUESLIONNAIre ... ——————— 44
4.8 Data collection ProCeSS........cciiiiiriiiiiinr it 45
4.9 Data analysis apProach ... s 46
410 Research errors and limitations..........cccoiin e 47



&

ﬁ UNIVERSITEIT VAN PRETORIA

© UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

G

4.1 EthiCal ISSUES ...iiiiiere i s 48
412 L0 0 4 o 11 L= T o N 48
CHAPTER 5: ANALYSIS OF RESULTS. ........ccoiiiiiirrrmeeecssss s sssssssssssss s s s s s nnnnnnes 49
5.1 INtrodUCHION ..ot ———————— 49
L - Y {3 o = 1 S 49
L0 TS =T 0 o1 L=0 e (==Y ] o 4T ) o PR 49
5.4  Statistical analyses .........coocuiiriiiiiii i ——————————— 56
LTI 1= 1 -1 <11 1 SR 56
5.6 Preferred services and product attributes ... 57
5.7 Impact of attributes on willingness to pay .......cccccccceriniimrnn e —— 59
5.8 Differences in responses from the two samples ..........cccccovmiiiin s 61
LR T T4 1L T T T==T=T0 o - | 63
5.10 £S5 0] 1.4 T 1Y/ SRR 64
CHAPTER 6: DISCUSSION OF RESULTS.........ccoiiimrmeeesisssssssssssssssssss s s essnnssnes 65
6.1  INtrodUCTION ..ot ——————— 65
6.2 Aims and objective of the research revisited..........ccccccrviiciicmmii s, 65
6.3 Discussion of results according to preferred attributes...........c.ccociiriicniiniiicciicnce 66
6.4 Discussion of results according to Hypotheses..........ccccriiiiiiiiniiicnccccce e 69
6.5 Summary of diSCUSSIONS........ccccmiiiiiiriirr i ————— 77
CHAPTER 7: CONCLUSION AND RECOMMENDATIONS.........ccccoeirrnnnnnnnnnnnnnnns 78
T4 INtrOAUCHION ...t 78
7.2  Summary of findings and coNClUSION ... —— 78
7.3  RecomMMENdAtiONS ......cciiiiiieiiiiirrr i ———————— 80

Vi



UNIVERSITEIT YAN PRETORIA

UNIVERSITY OF PRETORIA

Y | ITHI ¥ PRETORIA
Qe UNIBES A ETO

7.31 7 g 0 = 80
74 07 S N |+ Yo ) o £ S 81
7.4 Direction for futUres reS@arCh.........cciiiiiiiieeciiiiiiiiree e e re s s e rssnasa e s e e s snnnann 82
REFERENGCES. . ... .ottt resiressessesssessesssassassenssassasssassassesssassassenssnssenssnnsansenssnnse 83
APPENDIX A - QUESTIONNAIRE ......cieiiiiiiiieei s resisenressesssnssesssassnssenssnssessenssnnss 88

Vii



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

List of figures

Figure 1:

Figure 2:

Figure 3:

Figure 4:

Figure 5:

Figure 6:

Figure 7:

Figure 8:

Figure 9:

Five stage model of consumer buying process.............ccvviiiiiiiiiiiiiei e .. 10
The expanded five stage model of consumer decision making......................... 12
A model of the travel decision ProCesS .......coviuiiiiiiiii e, 13
Race composition of business travellers..............ccoooiiiiii i, 50
lllustration of age distributions of business travellers....................ocooiiinin. 51
Average flights per year for business travellers..................ci 52
Race composition of non-business travellers. ... 53
lllustration of age distributions of non-business travellers............................... 54
Average flights per year for non-business travellers..................cocooieiiiini. 55

viii



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

List of tables

Table 1:  Product attributes affecting business passengers (Alamdari, 1999)................ 20
Table 2:  Importance placed on product elements (Mason, 2001)...........ccooeeiiiiiiininnne. 22
Table 3: Importance placed on short haul product variables between business travellers

Table 4:

Table 5:

Table 6:

Table 7:

Table 8:

Table 9:

Table 10:

Table 11:

Table 12:

Table 13

using full service carriers and those using low cost carriers (Evangelho, Huse &

LinNhares, 2005). .. . 23

Important product attributes for business passengers using low cost carriers and

business travellers using full-service airlines (Fourie & Lubbe, 2006)............... 24

Important product attributes for business and non business passengers (Chen &

WU, 2009). et 25
Age distributions of business travellers...............ccooiiii 51
Average flights per year for business travellers...................ocoiiii. 52
Age distributions of non-business travellers.................ccocooiiic 54
Average flights per year for non-business travellers......................coeeiviiene. 55

Cronbach alpha coefficients for the services and product attributes scales.......57

Preferred services and product attributes for business and non-business

BT AV I OIS . e e 58

Predictive effect of services and product attributes on willingness to pay for

DUSINESS traVeIIErS. ... i e e eaaeas 60

: Predictive effect of services and product attributes on willingness to pay for non-

DUSINESS TrAVEI OIS . ...t e e aens 61



Table 14:

Table 15:

Table 16:

Table 17:

Table 18:

-

UNIVERSITEIT VAN PRETORIA

UNIVERSITY OF PRETORIA

YUNIBESITHI YA PRETORIA
G

Mean scores and significant differences between business travellers and non-

DUSINESS traVeI OIS, . ...t e 62

Independent sample test results for t-tests between business travellers and non-
business travellers. ... ... 62
Willingness to pay for services and product attributes.......................ooennt. 64

Business travellers’ attribute rankings, willingness to pay amounts and impact of

attributes on willingnNess t0 PaY.......c.viiiiii i 76

Non-business travellers’ attribute rankings, willingness to pay amounts

and impact of attributes on willingnesstopay...........ccoooeiiiiiii, 77



&
ﬁ UNIVERSITEIT VAN PRETORIA
© UNIVERSITY OF PRETORIA
G

YUNIBESITHI YA PRETORIA

Chapter 1: Introduction to the study

1.1 Introduction

One of the consequences of airline deregulation in South Africa, in 1990, was the
increase in air traffic. The increase in air traffic was supported by the emergence of
multiple airlines competing on the same routes and for the same customers. This left
consumers with more choices at different prices, frequencies, availabilities, times
and other important services and product attributes. The increased services and
product attributes offered, as a result of the increased competition, means that
airlines have to re-examine their costs versus the services and product attributes

they offer in order attract customers and be profitable.

This research aims to understand airline services and product attributes that
customers value and to estimate their willingness to pay for these attributes. Coupled
with this is understanding the consumer buying process particularly with reference to
rules used in the buying process. How do attributes considered as important affect

consumers’ willingness to pay for those attributes?

1.2 Background to the study

Since deregulation the airline landscape was changed by the emergence of multiple
airlines. Amongst these emerging airlines were low cost, no frills carriers. Low cost
carriers offer a simple product at aggressive prices. Full service carriers on the other
hand offer a number of services and product attributes and recover their costs of

providing these attributes in the ticket price.
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In South Africa, the local airline industry has seen more competition with the
entrance of low cost carriers such as Nationwide Airlines (which has since been
discontinued and liquidated), Kulula (operated by Comair Limited), 1Time and
Mango. British Airways (operated by Comair Limited) and South African Airways are
the only domestic full service carriers. South African Express and Airlink are also full
service carriers, active in the domestic market; however their focus is on small

towns, cities and regional destinations.

The increased competition following deregulation has not only been witnessed in
South Africa, but also in other markets. Following deregulation in Europe and the
United States of America, increased competition usually came from low-cost carriers
on short-haul markets and from other conventional airlines offering indirect tickets on

long haul markets (Pels, 2008).

“The advent of “low-cost no frills” airlines changed the shape of the airline industry”
(Mosala, 2008). Airlines, especially full service carriers have had to re-look at the
cost and benefits of their product offering in the face of fierce price competition.
Airlines need to have a better understanding of their customers’ services and product
needs, especially the services and product attributes customers are willing to pay for.
There are a number of fundamental requirements for mainline airlines if they are to
produce the level of returns that make them attractive to providers of capital over the
medium and longer term (Tarry 2003). It is against this backdrop that this research
aims to understand airline services and product attributes that customers value and

to estimate their willingness to pay for these attributes.
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1.3 Problem statement

Little research has been done to understand airline services and product attributes
that customers value and to estimate their willingness to pay for these services and

attributes in South Africa and Africa.

Airlines have made improvements in airline services and product attributes including
punctuality, frequencies, ticket flexibility, price, frequent flyer programmes, business
lounges and comfort. It is important to understand how these changes affect
customers’ choice of airlines and ultimately profitability. Airline managers need to
know how travellers make airline choices, as this information generally influences the
pricing and management policy of airlines (Proussaloglou and Koppelman, 1995).
Hence the ability to understand services and product attributes that customers value
and the ability to determine the price that consumers are willing to pay for those

attributes has become a business imperative.

The goal of a business is to be profitable and sustainable. Profitability is dependent
on maintaining a level of cost lower than revenues (price of a ticket * traffic). In the
airline industry “a large proportion of an airline’s costs are outside the control of its
management” (Tarry 2003, p80). Airlines do however have control over the mix of
services and product attributes that they can offer and the price (airfare) that they
can charge for those services and attributes. However, “traffic overall remains
particularly price elastic” (Tarry 2003, p80). Thus understanding how service quality,
product attributes and price affect an airline’s profit is an important issue in the airline

industry.
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1.4 Objectives of the study

The primary objective of this research is to understand airline services and product
attributes that customer’s value and to estimate their willingness to pay for these

attributes.

The secondary objective of this research is to assess the impact of attributes ranked
as important on consumers’ willingness to pay for those attributes. The main focus
here is to establish how these independent services and product attributes affect

consumers’ willingness to pay for these attributes.

Finally, this research aims to understand the consumer decision making and buying
process particularly with reference to rules used in the buying process. It also seeks
to establish whether the ranking of a service or product attribute influence customers’

willingness to pay for that attribute.

In order to unpack these obijectives, the following questions have been raised and

will be addressed throughout this paper;

1. Which services and product attributes are important to airline consumers?

2. How do important services and product attributes influence customers’

willingness to pay for those services?

3. Are passengers really willing to pay a premium for “important” services and

product attributes offered? If so, how much?

4. What decision rules do customers use when making purchase and spending

decisions?
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5. Is there evidence of the use of decision rules in purchase decisions of airlines

customers?

1.5 Methodology

The research approach and methodology to allow the researcher to unpack the
objectives mentioned in section 1.4 above is outlined below. The methodology is

detailed in Chapter 4.

1.5.1 Type of research

This research was quantitative and descriptive.

1.5.2 Sampling framework and scope

A non-probability convenience sample was used for this study. Respondents were
classified into two groups: those travelling for business purposes and those travelling

for non business purposes.

The researcher solicited responses from a minimum of 30 travellers from each
group. A minimum of thirty travellers from each group was decided to ensure that the

results were statistically significant and reliable.

A sample survey was used to obtain responses from travellers using different
carriers. Travellers were going from OR Tambo International Airport (Johannesburg)
to Cape Town International Airport. This route is the busiest local route

(www.travelwithinsouthafrica.co.za, 2009).
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The fieldwork was conducted on a number of different flights from OR Tambo

International Airport (Johannesburg) to Cape Town International Airport.

1.5.3 Instrument used

A structured questionnaire was used to solicit responses from travellers. Travellers

were assisted to complete the questionnaire.

A screening question asked travellers to state whether they were flying to Cape
Town or not. This enabled the researcher to eliminate all passengers not flying to the

defined destination.

Questionnaires were pre-tested to ensure that the content was sufficient for the task.

1.5.4 Methods of analysis

Descriptive analysis was used to describe, summarise and transform the responses
to make them easy to understand. Relationships between various services and
product attributes were tested using regression. T-tests were used to assess

differences in responses form the two defined groups of travellers.

1.5.5 Limitations and errors

As a non-probability sampling method was used, it was expected that there were

certain limitations and errors in terms of generalisation to the broader population.

Random sampling errors were expected and were minimised by soliciting an

acceptable number of responses.
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Systemic errors were mitigated by assisting the customer to complete the survey.

There were also possibilities of respondent errors especially with acquiescence
(agreeableness) bias due to possible sensitivities related to asking people about
their willingness to pay for services and product attributes. To mitigate this risk, the
researcher solicited more responses from travellers than the required minimum of

thirty.

1.5.6 Ethical issues

A number of ethical considerations were addressed in the study. The purpose and
nature of the study was explained to participants before the questionnaire was
completed. Respondents had the option to participate in the study or withdraw at any
point. The study was completely confidential and participants were not asked for

their personal details at any point.

1.6 Summary of Chapter 1

This chapter provided the background, motivations and objectives of the study. It
also provided a brief overview of the research method and approach that was
followed. In the following chapters, existing literature is reviewed to give the
researcher deeper insight into previous studies related to the topic and objectives as
well as the outcome of those studies. Chapter 3 follows with the research
hypotheses that are addressed in the study. Chapter 4 describes, in detail, the

research methodology used and the techniques employed to analyze the data.
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Chapter 5 presents the research findings which are then analyzed and discussed in

Chapter 6. Chapter 7 concludes with a summary of the study, the findings,

recommendations and suggestions for future research.
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Chapter 2: Literature review

2.1 Introduction

The aim of this chapter is to look at the available literature to guide the researcher to
understand airline services and product attributes that customers value and to
estimate their willingness to pay for attributes. The theory reviewed deals with three

aspects of this research;

- Firstly, the theory on the consumer buying process with reference to the rules

used in the buying process will be explored.

- Secondly, the identification, through literature review, of important services
and product attributes that have been mentioned as important by airline

customers in numerous past researches.

- Finally, the researcher will look at willingness to pay for airline services and
product attributes at a conceptual level. In this section the researcher will
attempt to understand, how do attributes regarded as important by customers

impact willingness to pay.
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2.2 Consumer decision making and buying process

2.2.1 Introduction

The theory reviewed in this section examined the consumer decision making and
buying process. A particular focus was placed on decision rules that consumers use
to select options when faced with many alternatives. Airline managers need to know
how travellers make airline choices, as this information generally influences the
pricing and management policies of airlines (Proussaloglou and Koppelman, 1995).
It is of interest to this research to understand how these decision rules ultimately

affect consumers’ willingness to pay for airline services and product attributes.

2.2.2 A background on the consumer decision making and buying process

Consumers engage in decision making processes because they need to make
choices when faced with many alternatives. These alternatives must be satisfied with
limited resources. Sometimes consumers can go through the entire decision making
process without even realising it, while at other times the process is complex (Cant,
Brink and Brijball, 2006). Figure 1 illustrates a simple five stage model of the

consumer buying process.

Figure 1: Five stage model of consumer buying process (Source: Kotler and Keller,

2007, pg 92).

Post purchase

Evaluation of Furchase :
hehaviour

altematives decision

Problem or need

recognition Information search

10
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2.2.3 Levels of consumer decision making

There are three levels of consumer decision making; extensive, limited and routine
problem solving (Schiffman and Kanuk, 1997). Depending on the problem solving
required, consumers draw on various internal and external information sources to
assist in making the final purchase decision. Figure 2 expands the consumer
decision making process model to include various sources of inputs and outputs
which assist consumers in their decision making process. Whereas the simple model
in Figure 1 implies that consumers pass sequentially through the five stages; it can
be seen in Figure 2 that consumers may skip, repeat or reverse some stages
depending on information availability and their requirements. This view is also

supported by Kotler and Keller (2007).

The more extensive the decision to be made or problem solved, the more involved
the information search and evaluation of alternatives. Consumers often develop and
use rules to evaluate alternatives. This leads to not all decisions receiving or
requiring the same level of problem solving. There are therefore variations in the
amount of time spent in each stage of the decision making process (Schiffman and

Kanuk, 1997).

It is important to note that “the buying process starts long before the actual purchase
and has consequences long afterward” (Kotler and Keller, 2007, p 92).
Understanding factors that influence the ultimate purchase decision will not only help
airline managers to understand what customers are willing to pay for, but also how

they can influence the purchasing decision and willingness to pay.

11
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Figure 2: The expanded five stage model of consumer decision making (Source

Schiffman and Kanuk, 1997, pg 565).
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Schmoll (1977) studied the relationship between information sources and the actual
selection in tourism (Molina & Esteban, 2006). From his studies he developed a
model based on Howard and Sheth's (1969) work on consumer behaviour. In his
model, Schmoll (1977) "related theoretical concepts to real world, specified the

relationships between various components, and showed which factors had influence

on choice decisions" (Molina & Esteban, 2006).

Schmoll (1977) used the expanded five stage model of consumer decision making to

show some of the inputs and information sources that travellers use in the decision

making process.

Figure 3: A model of the travel decision process (based on Schmoll 1977, cited in

Pizam and Mansfeld, 1999, pg 20).
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“Schmoll’'s model is descriptive — its purpose is to show the relevant variables and
their interrelationships — but it cannot be quantified” (Pizam and Mansfeld, 1999).
Pizam and Mansfeld (1999) go on to state that the model is not a tool for prediction
and cannot serve as a basis for forecasting demand for a given destination or

service. The model can however be used in the following areas;

- It indicates where marketing action can be used to influence the decision

process.

- It shows which factors have a bearing on travel decisions.

2.2.4 Consumer decision rules in the decision making process

Understanding how consumers weigh different options and the factors that influence
their purchase decisions is critical to consumer behaviour research. Consumers
often develop and use rules to evaluate alternatives, so this understanding should
ideally be in context of these decision rules. The aim of the following section is to
identify and discuss consumer decision rules, particularly with reference to how the
value placed on a service or product attribute affects willingness to pay for that

service or product attribute.

Schiffman and Kanuk (1997, p570) say that consumers tend to use two types of

information when evaluating potential alternatives:

I. A“list” of brands from which they plan to make their selection (evoked set).

The criteria consumers use to evaluate the brands that usually constitute their
evoked sets are usually expressed in terms of important product attributes;

and
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Il. The criteria they use to evaluate each brand.

In evaluating potential alternatives consumers often use decision rules to
simplify the decision making process. These rules are classified into two broad

categories; compensatory and non-compensatory decision rules.

Compensatory decision rules are those in which consumers allocate weighted
scores to each attribute (these can be positive or negative), depending on the merit
of the attribute. They then add and subtract positive attributes from negative ones.

The alternative with the highest final score is chosen.

This rule implies that consumers are able and willing to make trade-offs between
attributes in order to determine the most preferred alternative (Arana and Leon,
2009). Previous research in the sciences of decision making has shown that people
often avoid making trade-offs among attributes [(Kahneman and Frederick, 2002),
Gowda and Fox, 2002) and (Payne, Bettman and Johnson, 1993)] cited in Arana and
Leon, 2009). In these cases they would use non-compensatory decision rules to

make a decision.

“‘Non-compensatory decision rules are rules in which consumers establish a
minimally acceptable cut-off point for each attribute evaluated” (Schiffman and
Kanuk 2007). Non-compensatory decision rules do not allow consumers to balance
positive valuations of one alternative against negative valuations of another

alternative.

Schiffman and Kanuk (2007) state four non-compensatory decision rules listed

below;
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I. Conjunctive decision rule

The consumer establishes a separate, minimally acceptable level as a cut-off
point for each attribute. If any particular brand or model falls below the cut-off
point on any one attribute, the option is eliminated from further consideration.
The conjunctive rule can result in several consumers applying an additional

decision rule to arrive at a final selection.

Il. Disjunctive decision rule

The disjunctive rule is the ‘mirror’ image of the conjunctive rule. In applying this
decision rule, the consumer establishes a separate, minimally acceptable cut-
off level for each attribute (which may be higher than the one normally

established for a conjunctive rule).

lll. Lexicographic decision rule

A lexicographic decision rule, the consumer first ranks the attributes in terms of
perceived relevance or importance. The consumer then compares the various

alternatives in terms of the single attribute that is considered most important.

IV. Affect referral decision rule

This is a simplified decision rule where consumers make a product choice
based on their previously established overall ratings of the brands considered,

rather than on specific attributes.

Although many rules can be used together, for the airline manager, the question is

do travellers rely on these decision rules when making decisions? Does the decision
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making process and rules applied impact travellers’ willingness to pay for airline

services and product attributes?

2.2.5 Summary of the consumer decision making and buying process

The theory reviewed in this section examined the consumer decision making and
buying process. A particular focus was on decision rules that consumers use to
select options when faced with many alternatives. Consumers may use
compensatory and non-compensatory rules when making decisions. Understanding
how consumers weigh different options and factors that influence their purchase
decisions is critical. Understanding how these decision rules ultimately affect
consumer’s willingness to pay for airline services and product attributes is of

importance to this research.
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2.3 Service and product attribute selection by airline customers

2.3.1 Introduction

While, in the past, the airline industry was characterized by government regulated
protectionism, the liberalization of the airline industry has led to the development of a
highly competitive market (Rose, Hensher and Greene, 2005; van der Westhuizen
2008; Balcombe, Fraser and Harris, 2009, in press). The most obvious evidence of
the increased competition was the entrance of low-cost carriers who generally touted
a simplified fare structure with lower ticket prices, thus capturing significant market
shares (Teichert, Shehu and von Wartburg, 2008, p228). “The entry of low cost
airlines has thrown out a challenge to all airlines to find ways of attracting
passengers, through a mix of fare discounting, greater frequency, improved flight
times and no-frill's levels of on-board service” (Rose, Hensher and Greene, 2005, p
400). South Africa has seen a similar picture emerging with the entrance of low cost

carriers such as Nationwide Airlines, Kulula, 1Time and Mango.

Tarry (2003) suggests that there are a number of fundamental requirements for
mainline airlines if they are to produce the level of returns that make them attractive
to providers of capital over the medium and longer term. These changes include

differentiating increasingly commoditised products in the marketplace.

Differentiating by changing the mix of services and product attributes could allow
airlines to increase their revenues. This could be by offering services and product
attributes that are valued by consumers while eliminating those that are not valued.
However, services and product attributes offered affect passengers’ choice and the

price that customers are willing to pay for travel. “Most air passengers are sensitive
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to airline travel cost” (Martin, Roman and Espino, 2008). The mix of services and
product attributes ultimately impacts how much customers are willing to pay for
airline travel. Airlines need to be careful about their mix of services and product
attributes offered as this not only impacts customer choices but also has an impact

on airline costs.

When changing the mix of services and product attributes, knowing customer
preferences and preferred attributes is an important issue in the airline industry. This

will help them to offer relevant services to customers and to be profitable.

2.3.2 Definition of service and product attributes

For this research, services and product attributes refer to the main features,
functions and benefits that are offered by airlines to consumers while using the
airline (Superaff, 2009). Attributes may be tangible and may also be abstract
(Superaff, 2009). Examples of tangible attributes would be those that can be
quantified and are measurable such as reliability, punctuality, frequency, availability
and ticket flexibility. Abstract attributes are those that are not quantifiable and are

subjective such as comfort and the quality of food and drinks.

The terms “services and product attributes” are used interchangeably.

2.3.3 Important airline attributes

The mix of services and product attributes impacts how much customers are willing
to pay for airline travel. Mason (2000) states that to differentiate business class

products from leisure oriented economy tickets, traditional scheduled airlines have
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provided a number of additional benefits to holders of business class tickets; these
include loyalty schemes, dedicated business class check-in, greater leg room than is
offered in standard class, free newspapers, access to airport business lounges and

ticket flexibility.

It is therefore important to understand services and attributes that customers value
and would be willing to pay for. This will enable airlines to spend money on the
critical attributes and not invest money in the less important attributes. Literature

review was conducted to extract a list of important attributes from previous studies.

2.3.3.1 Important attributes for business travellers

Alamdari (1999) conducted a survey in which passengers were surveyed by means
of postal questionnaires and interviews. The questionnaire was designed to establish
the passengers’ travel behaviour and their experience with in flight entertainment
products and services, amongst other things. He found that the most influential
factors or services and product attributes affecting business passengers were

reliability, punctuality, seating comfort and schedules, see Table 1 below.

Table 1: Product attributes affecting business passengers (Alamdari, 1999).

Reliability

Punctuality

Seating comfort

Schedules

Mason (2000) studied 448 European business travellers to assess the propensity for

business travellers to use short haul low cost airlines. His research was conducted in
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the United Kingdom. The study assessed the utility placed by travellers on price,
reward schemes, flight frequency and in-flight comfort service attributes. He used
stated preference methods to force respondents to trade fares with product features

common in business class products.

Mason’s study (2000) revealed price to be the most important purchase factor
followed by in-flight comfort and then flight frequency. He also found that a significant
number of short haul business travellers are now also using low cost carriers. He
goes on to say that consumption of low-cost airline services contradicts traditional
perceptions of business travellers as placing high value on frequency, flexibility,
frequent flier programme awards and in-flight comfort. It is important to note that he
only explicitly assessed the utility placed by travellers on limited service attributes
namely price, airline reward schemes, flight frequency and in-flight comfort. The view
that business travellers are not placing high value on frequency, flexibility, frequent

flier programme awards and in-flight comfort was based on deductive reasoning.

In 2001, Mason sought to establish whether business travellers using low-cost
airlines represented a distinct market segment than those business travellers using
traditional network carriers. He studied the importance of a number of short-haul
service attributes given by these two groups of business passengers. Data was
collected at London's Heathrow (LHR) and Luton (LTN) airports. Passengers at
Heathrow were customers of various full service network carriers while at Luton

passengers of the low-cost airline EasyJet were exclusively sampled.

In his study Mason (2001) found that punctuality, frequency, ticket flexibility and in-

flight service were viewed with the highest importance by uses of full cost carriers..
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For users of low-cost airlines punctuality, frequency and fare level were the most

important service attributes followed by ticket flexibility.

Table 2 below shows the deference in “means” or “averages” between the
importance placed on a number of short haul product variables between the two
groups. A scale from 1 to 10 was used where 10 was most important. The ANOVA

significance level of the deference between the two means is also shown.

Table 2: Importance placed on product elements. Source Mason (2001, p 108).

Product element LHR mean LTN mean Signilicance
Punctuality 8.96 9.22 0.331
Frequency 8.45 8.64 0.483
Price 6.90 8.38 0,000
Ticket lexibility 1.49 7.90 0.180
In-Might service 6.93 6.10 0.019
Frequent tlier scheme 5.96 5.03 0.040
Business Lounge 5.64 4.50 0.000

Evangelho, Huse, and Linhares (2005) conducted similar research to that conducted
by Mason (2001) to establish whether business travellers using low-cost airlines
represented a distinct market segment than those business travellers using
traditional network carriers. Their research was conducted in Rio de Janeiro, Brazil.
Their results indicated that full service carrier travellers tend to give greater
emphasis to punctuality, frequency, ticket flexibility, price, mileage programmes, in-
flight service, and VIP lounges, in that order of importance. On the other hand, low-
cost carriers assign more importance to punctuality, price, ticket flexibility, frequency,

mileage programmes, in-flight service, and the existence of VIP lounges (also in
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order of importance). Table 3 below shows the deference between the importance
placed on a number of short haul product variables between business travellers
using low-cost airlines and business travellers using traditional network carriers.
Their results differ slightly to those of Mason (2001); however it is clear that

punctuality, frequency, ticket flexibility and price are important to business travellers.

Table 3: Importance placed on short haul product variables between business
travellers using full service carriers and those using low cost carriers. Source

Evangelho, Huse, and Linhares (2005).

Attributes in order of importance

for full service carrier passengers

Attributes in order of importance

for low cost carrier passengers

Punctuality Punctuality
Frequency Price
Flexibility Flexibility
Price Frequency

Frequent flier programs

Frequent flier programs

In-flight service

In-flight service

VIP lounges

VIP lounges

In South Africa, Fourie and Lubbe (2006) used a structured questionnaire to solicit
responses in face-to-face interviews with business travellers. They relied mainly on
the revealed preference approach to assess the importance business travellers
placed on independent service elements in selecting an airline. This involved asking
business travellers to rate service elements based on an importance scale. The
services and product attributes that travellers were asked about were seat comfort,
schedule/frequency of flights, price, pre-seating options, cancellation charges, airport

lounge facilities, frequent flyer programmes, business class option, in-flight meals
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and drinks, method of payment and in-flight entertainment. Like Mason (2001) and
Evangelho, Huse, and Linhares (2005) they also separated their sample into

business travellers using full service carriers and those using low cost carriers.

Their (Fourie and Lubbe, 2006) results show that for both categories of travellers,
business travellers using low cost carriers and business travellers using full-service
airlines, the three most important service factors were seat comfort;
schedule/frequency of trips and the price of the air ticket, whilst in-flight
entertainment was regarded as the least important. Their results (Table 4) are similar

to the results achieved by Mason (2000) and Evangelho, Huse, and Linhares (2005).

Table 4: Important product attributes for business passengers using low cost carriers

and business travellers using full-service airlines. Source Fourie and Lubbe (2006), p

100.

Low-cost Full-service Both

category category categories

Mean n Mean n p-value Mean n
Seat comfort 4.54 50 4.68 500 0.352 100
Schedule/frequency of flights 3.74 50 4.58 50 0,000 416 100
Price 398 50 4.04 500 0692 401 100
Pre-seating options 346 50 4.29 49 0000 387 99
High cancellation charges 370 50 3.88 500 0522 379 100
Adrport lounge facilities 256 50 424 50 0000 340 100
Frequent flver programmes 2.58 50 4.08 5000000 333 100
Business class option 2.52 50 360 S0 0000 306 100
In-flight meals and drinks 262 50 3.40 500 0003 3.00 100
Method of payment 292 50 2.84 500 0838 288 100
In-flight entertainment 208 49 248 S0 0117 228 99
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Koetting & Widener (2008) conducted a survey of their global clients and suppliers to
look at how the business travel industry was likely to evolve over the next few years.
In their view, the company travel policies could become less restrictive as companies

step up their efforts to attract and retain talent. They believe that “more emphasis

would be placed on employees’ work life balance and driving productivity, and less

on achieving savings at the expense of traveller comfort and wellbeing” .

Chen and Wu (2009) explored passengers’ preferences in service attributes in a
hypothetical case of direct flights between Taiwan and China. Their study was
conducted using stated preference methods to assess the value placed on the meal,
flight change, booking channel and on board services by business and non-business
travellers. For business travellers the in-flight meal was perceived to have the

highest value followed by flight change (see Table 5).

Table 5: Important product attributes for business and non business passengers.

Source Chen and Wu (2009), p 53.

Attribute Total sample Business travelers MNon-business
travelers

Coefficient  t-Value Coefficient  t-Value Coefficient  -Value

FARE 000031 11.52** 0.00038 10.34** 0.00022 5,51
MEAL 045 10.42**  0.4] 76t 0.51 767"
ENTERTAIN 0,16 408" 015 2.75% 018 2.0
BOOKING 024 G.O7* 0.25 4,62 0.23 3.87%
CHANGE 027 6,51 0.28 5.15** 0.24 4,00
Constant-A 4,17 13.39** 4.97 11.64** 3.16 6.88**
Constant-B 481 20.71* 5.32 10.46** 4,207 12.49**
LL (8) 142606 805,79 61340

Sample size 2205 1232 973

**p < 0.001.
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2.3.3.2 Important attributes for non business travellers

Alamdari (1999, cited in Martin, Roman and Espino, 2008) conducted a survey and

found that the most influential factor affecting leisure passengers was price.

Martin, Roman and Espino (2008) conducted a study in Spain to estimate the values
of some service-quality attributes in an airline choice context using stated
preferences methods. They used an assisted questionnaire to solicit responses from
travellers. They did not isolate business and non-business travellers, but did exclude
travellers who were “travelling with tourist packages, namely packages with a
combination of hotel, air travel, rent a car, etc as they do not have a clear idea of the

exact cost of the air travel portion of their travel package”.

They found that the more valued attributes were reliability, penalty for changes and
comfort (more leg room), and the less valued were those associated with food and

frequency.

In their 2009 study, Chen and Wu found that for non-business travellers in-flight meal
was perceived to have the highest value followed by flight change and booking
channel (see table 5 above). In addition, “their results indicate that non-business
travellers are more likely to trade-off service attributes with airfare than business

travellers” Chen and Wu (2009, p53).
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2.3.4 Summary of important attributes

This section discussed the important attributes for both business and non-business

travellers.

For business travellers, studies by Alamdari (1999), Mason (2000, 2001), Evangelho,
Huse, Linhares (2005) and Fourie and Lubbe (2006) indicated that the three most
important service factors were seat comfort, the schedule/frequency of trips and the
price of the air ticket. Alamdari (1999) did find reliability to be very important;
however some may view this attribute in the same light as punctuality as they both

address the need for traveller to be at a certain place at a given time.

For non business travellers price is important. Chen and Wu (2009) also found that
non-business travellers are more likely to trade-off service attributes with airfare than

business travellers.
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2.4 Willingness to pay for airline service and product attributes

2.4.1 Introduction

A few studies to estimate willingness to pay for services and product in the airline
industry were found around the world. Studies to estimate willingness to pay were
found in Europe, America and Asia. These studies considered willingness to pay for
various attributes such as food and comfort. The researcher was not able to find any
studies in South Africa and Africa. For this section of the literature review, the
researcher is more interested in the concept of willingness to pay than the absolute
value that travellers are willing to pay for various services and product attributes.
This is because the absolute value is dependant on many factors such as social

circumstances, income of respondents, timing and location of respondents.

2.4.2 Willingness to pay

“Most air passengers are sensitive to airline travel cost; however service quality also
affects passengers’ choices, but is in many ways subjective” (Martin, Roman and
Espino 2008). It can therefore be expected that customers would have varying

degrees of willingness to pay for services and product attributes.

Lee and Luengo-Prado (2004) conducted a study in the United States of America to
assess how legroom impacted the price paid by consumers. They focused on
travellers using full service carriers, United Airlines and American Airlines. Their
study was conducted after these two airlines reconfigured their aircraft resulting in
additional seat pitch (more legroom) in their economy class cabins. “American

Airline's program increased the seat pitch for all coach class seats across their entire
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aircraft fleet to between 33 and 35 inches while, United Airline's increased seat pitch
to an industry-leading 36 inches, but the increased pitch was limited to the first 6 to
11 rows of the coach (economy) class cabin depending on aircraft type” (Lee and
Luengo-Prado 2004). All American Airline’s passengers on economy class
experienced more leg room, while only a limited number of passengers on United

Airlines received extra leg room.

Lee and Luengo-Prado’s (2004) results revealed that for passengers flying on
American Airlines, no evidence could be found that passengers were willing to pay a
premium for more leg room. The contrary was true for United Airlines. “United
Airline's Premium Economy program was effective in attracting passengers willing
to pay higher fares for greater seat pitch when offered a choice of otherwise
comparable service among competing full service carriers” (Lee and Luengo-Prado
2004). Lee and Luengo-Prado (2004) go on to say that, the United Airline program
was targeted at the business traveller market, and that the better performance “may
be a reflection of the importance of business travellers to the full service carriers”.
“‘Business travellers tend to be less price-elastic, and since United Airline's Economy
Plus seats offer the greatest coach class seat pitch of the major carriers, those

passengers who value the extra space the most, may be willing to pay a fare

premium for United Airline's service” (Lee and Luengo-Prado 2004).

For non-business travellers price is important. Chen and Wu (2009) found that non-
business travellers are more likely to trade-off service attributes with airfare than
business travellers. This suggests that non-business travellers are likely to choose

the lowest-priced carrier, regardless of service quality.
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In their 2008 study, Espino, Martin and Roman examined different model
specifications to detect the presence of preference heterogeneity in an airline choice
context. They used a stated preference experiment to analyze individual's
preference for the main attributes defining the service offered by the airlines. In
addition, they looked at willingness to pay for different service quality attributes
namely, price, penalty for changes in the ticket, free food on board, comfort,
frequency and reliability. Their sample consisted of the following groups: business
travellers versus non-business travellers and business class travellers versus

economy class travellers. Their study was conducted in Spain, Europe.

In analyzing their (Espino, Martin and Roman, 2008) results, they used two different
models to measure willingness to pay. They used a prediction model for variables,
and then a model to measure socio-economic factors (i.e. personal wealth in
affording the attributes). Their (Espino, Martin and Roman, 2008) findings show that
“the willingness to pay measures for service quality could not be properly estimated if
the existence of taste variation of passengers’ preferences is not addressed”. Simply
put, you cannot fully account for individual preferences with regards to the attributes.
They found that socio-economic factors don’t play a role in determining individual

preferences for attributes, but that travelling class and reason for travelling do.

Balcombe, Fraser and Harris (2009, in press) examined how charter airlines might
differentiate their products. They considered which attributes of in-flight cabin
comfort and service may be valuable to consumers by analyzing consumer
willingness to pay for in-flight attributes. Their study was conducted using an internet
delivered choice experiment, for a flight of between 4 and 5 hours. Their results

revealed that in principle passengers are willing to pay a relatively large amount for
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enhanced service quality. The length of flight in their study is longer than that of this
study and their target market differs from that in this research. Their study and
results have been included in this research because they highlight that there are

definitely comfort attributes that customers are willing to pay for.

Chen and Wu (2009) explored passengers’ preferences in service attributes in a
hypothetical case of direct flights between Taiwan and China. Their study employed
stated preference analysis. In their study meal service appeared to have the highest
perceived value followed by flight change, booking channel and onboard
entertainment. The importance of meal service price for the non-business traveller
model is much higher than that for the business traveller model while the importance
of flight change availability for the business traveller model is reversely much higher

than that for non-business traveller model.

2.4.3 Summary of willingness to pay

This section examined the concept of willingness to pay for a few airline services and
product attributes. The focus was not on the absolute value that travellers are willing
to pay for various attributes, but on the concept of willingness to pay. In the few
studies examined, travellers seem to be willing to pay for some product attributes. It
seems that socio-economic factors don’'t play a role in determining individual
preferences for attributes, but that travelling class and reason for travelling do. This
suggests that an understanding of customers can help airline managers differentiate

their product offers and charge for those differences.

31



-

ﬁ UNIVERSITEIT YAN PRETORIA
y UNIVERSITY OF PRETORIA

. YUNI ITHI ¥ PRETORIA
Qe UNIBES A ETO

2.5 Summary of literature review

This chapter looked at the available literature to guide the researcher to understand
airline services and product attributes that customer’s value. The theory reviewed

dealt with three aspects of this research;

- Firstly, the theory on the consumer buying process with reference to the rules

used in the buying process.

- Secondly, the identification of important services and product attributes that

have been mentioned as important by airline customers in past research.

- Finally, the willingness to pay for airline services and product attributes at a

conceptual level.

From the theory, it was clear that for business travellers, the most important airline
services and product attributes were seat comfort, the schedule/frequency of trips,
reliability and the price of the air ticket. For non business travellers price is very
important and that these travellers would be more likely to trade-off service attributes

with airfare than business travellers.

In terms of willingness to pay, it seems that socio-economic factors don'’t play a role
in determining individual preferences for attributes, but that travelling class and

reason for travelling do.

32



&
ﬁ UNIVERSITEIT VAN PRETORIA
© UNIVERSITY OF PRETORIA
G

YUNIBESITHI YA PRETORIA

Chapter 3: Research questions and hypotheses
3.1 Introduction

Competition has driven airlines to make improvements in airline services and product
attributes. In this new era of competition in the market, all airlines are subject to find
ways of attracting passengers through a mix of fare discounting, greater frequency,
improved flight times and no-frill's levels of on-board service (Martin, Roman and
Espino, 2008). It is in light of this that there is a need to understand customers’
willingness to pay for airline service quality attributes. This will ensure that airlines
can offer relevant services to the market and more importantly, services that will offer

a positive return on capital.

3.2 Research questions and hypotheses

The primary objective of this research was to understand airline service and product
attributes that customer’s value and to estimate their willingness to pay for these
attributes. How do independent services and product attributes account for variances
in willingness to pay? The research also aimed to understand the consumer decision
making and buying process particularly with reference to rules used in the buying
process. Would the ranking of a service or product attribute influence customers’

willingness to pay for that attribute?

The hypotheses below were developed to address the research objectives and to

confirm the important services and product attributes found in other studies.
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The attributes tested in the hypotheses were chosen as a result of those extracted
from the literature review. In addition to seat comfort, the schedule/frequency of trips
and reliability mentioned in the literature review, the researcher added the following

attributes to explore in the study.

Availability

Flexibility

Rewards programs

Food, and

Business lounge

The researcher assumed that availability, flexibility and business lounge would be

considered as important attributes by business travellers.

Food and business lounge can be considered comfort attributes. Comfort was found
to be an important attribute in the literature reviewed and the researcher wanted to

see if these other comfort variables would be considered important by travellers.

The Hypotheses

HO1:

For business travellers willingness to pay is independent of Reliability/Punctuality.

Ha1:

For business travellers willingness to pay is dependent on Reliability/Punctuality.
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HO2:

For business travellers willingness to pay is independent of Frequency.

Ha2:

For business travellers willingness to pay is dependent on Frequency.

HO3:

For business travellers willingness to pay is independent of Comfort.

Ha3:

For business travellers willingness to pay is dependent on Comfort.

In addition to the hypotheses listed above the following hypothesis on Business
Lounge was added. This was due to the assumption that many full service
carriers offer Business Lounge facilities to business travellers because business
travellers value these facilities. It was therefore of interest to this research if

willingness to pay was dependant on Business Lounge facilities or not.

HO04:

For business travellers willingness to pay is independent of Business Lounge.

Ha4:

For business travellers willingness to pay is dependent on Business Lounge.
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To test the differences in business travellerss and non-business travellers’

responses, the following additional hypotheses were added.

HOS:

There is no difference in the means between business travellers and non-business

travellers in their willingness to pay for Reliability/Punctuality.

Ha5:

There is a difference in the means between business travellers and non-business

travellers in their willingness to pay for Reliability/Punctuality.

HO06:

There is no difference in the means between business travellers and non-business

travellers in their willingness to pay for Frequency.

Ha6:

There is a difference in the means between business travellers and non-business

travellers in their willingness to pay for Frequency.

HO7:

There is no difference in the means between business travellers and non-business

travellers in their willingness to pay for Business Lounge.

Ha7:

There is a difference in the means between business travellers and non-business

travellers in their willingness to pay for Business Lounge.
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Finally, this research aimed to understand the consumer decision making and buying
process particularly with reference to rules used in the buying process. Does the
ranking of a service or product attribute influence customers’ willingness to pay for

that attribute?
The main questions to be addressed in this research:
I. How do customers make purchase and spending decisions?
Il. Is there evidence of the use of decision rules in making purchase decisions?

lll. How do important services and product attributes influence customer’s

willingness to pay for those services?

These questions will be discussed along with the other findings of the study when

the results are discussed.

3.3 Summary

In this chapter, the research hypotheses were developed to enable the researcher to

investigate the research objective. These hypotheses will be tested in the study.
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Chapter 4: Research methodology

4.1 Introduction

This chapter will discuss the research methodology that was employed to address

the research objectives, questions and hypotheses of this study.

The research design and type of research will be discussed followed by a discussion
on the population, sample size and sampling methodology, including the unit of
analysis. Data collection tools, methods and the data analysis approach will be
discussed. Research errors, limitations and ethical issues will be highlighted before

concluding the chapter.

4.2 Research design

A research design is a master plan specifying the methods and procedures for
collecting and analyzing the needed information (Zikmund, 2003). The research

process was conducted as follows;

Literature was reviewed to identify services and product attributes to be

considered in the research.

- Construction of the questionnaire was done. This was dependent on the

research questions formulated in the literature review.

- The questionnaire was pre-tested.

- The population of relevance and sample were determined.
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- Data was collected.

- Data analysis was completed and the results were discussed

This research used a structured survey design. Customers were asked to rank their
preferred services and product attributes. The survey then went on to enquire about
customer’s willingness to pay for those attributes. The product attributes namely
Punctuality/Reliability, Frequencies, Ticket Flexibility, Reward Programs, Business
Lounges, Food and Drinks and Comfort were identified as independent variables.
Willingness to Pay was the dependant variable. The attributes were chosen as a

result of attributes extracted from the literature review.

Mason (2000) suggests that in a market of change the revealed preference
methodology may not be a good predictor of future behaviour and prefers a stated-
preference methodology where a hypothetical scenario is provided, giving
respondents a choice in a very structured hypothetical environment, enabling service
elements to be evaluated against one another. In South Africa low cost carriers have
established themselves as strong competitors to full service -carriers since
deregulation in 1990. These low cost carriers are an alternative used by both
business and leisure travellers. In the face of competition from these low cost
carriers, prices charged by full service carriers often compete with those offered by
low cost carriers. Thus, creating a hypothetical scenario in which respondents do
trade-offs between attributes may possibly not provide an adequate distinction

between the two types of airlines (Fourie and Lubbe, 2006).
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4.3 Type of research

This research was quantitative. It was established from the literature review that a
number of studies to understand preferred airline services and product attributes
have been conducted. Due to this, exploratory research was not ideal. Zikmund
(2003) suggests that when management is aware of the problem, but is not
completely knowledgeable of the situation, descriptive research should be

conducted.
A combination of descriptive and causal research was used.

Descriptive analysis was used to describe, summarise and transform the responses
to make them easy to understand. The descriptive analysis was used to verify the
order of preferred services and product attributes. The aim was to see if these

attributes were similar to those already discovered in the literature review.

The causal research was used to investigate whether the attributes said to be

important explained any variance in willingness to pay for those attributes.

4.4 Population of relevance and unit of analysis

The population of relevance was all people travelling from Johannesburg (Oliver
Tambo International Airport) to Cape Town International Airport. The study was

conducted on both economy and business class travellers.
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There were two units of analysis. The first unit of analysis was individuals travelling
for business purposes. The second unit of analysis was individuals travelling for non-

business purposes.

4.5 Sampling method and size

A non-probability convenience sample was used. Respondents were classified into
two groups: those travelling for business purposes and those travelling for non-

business purposes.

The researcher solicited responses from a minimum of 30 travellers from each
group. A minimum of thirty travellers in each group was decided upon to ensure that
the results are statistically significant and reliable. Unless one has a sufficiently large
sample, statistical procedures are not successful, for simple analysis this translates
into a sample size of at least 30 units (Diamantopoulos and Schlegelmilch 1997,

cited in Tustin, Martins, Van Wyk and Ligthelm 2005).

Responses were solicited from both business and economy class travellers for the
two groups. Passengers using business class were interviewed in the business class
lounge as it was assumed that these travellers were more inclined to use this
service. Travellers using economy class were interviewed after they checked in,

while waiting for their flights.

The fieldwork was conducted on a number of flights, on different days over a period
of one week in September. Responses were collected from people using South
African Airways, British Airways, Mango, Kulula and 1Time. The fieldwork was

conducted at the Johannesburg International Airport.
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Responses were obtained from airline users flying from OR Tambo International
Airport (Johannesburg) to Cape Town International Airport. This route was chosen
because Johannesburg and Cape Town are major business centres in South Africa.

This route is also the busiest local route (www.travelwithinsouthafrica.co.za, 2009).

In addition, this route is the longest domestic route implying that services such as
food and comfort during the flight would be given more consideration than on the

shorter trips.

4.6 Research instrument

A structured questionnaire was used to solicit responses from travellers. Travellers

were assisted to complete the questionnaire.

The questionnaire was preceded by a screening question to ascertain if the
respondent was travelling to Cape Town. The questionnaire was divided into three

sections.

The first section looked at demographic details, such as the age, gender and race of
the traveller. This section also asked travellers questions to determine the reason for

their trip, their class of travel and if the respondent was paying for their flight or not.

The second section looked at travellers’ preferred services and/or product attributes.
Travellers were asked to rank the services or product attributes in order of
preference with 1 being the most preferred airline service or product attribute and 8
being the least preferred attribute. The attributes were Reliability/Punctuality,
Frequency, Availability, Ticket Flexibility, Reward Programs, in flight Comfort, Food

and Business Lounges. The explanation and meaning of each of the attributes is
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detailed below; these explanations were also included in the questionnaire to assist

respondents to interpret the question as intended.

Reliability/Punctuality looked at travellers’ willingness to pay extra on their
original ticket price to be guaranteed that the airline was reliable and punctual

at all times.

Frequency looked at travellers’ willingness to pay extra on their original ticket
price to airlines which offer more flights to any one destination compared to

other airlines.

Availability looked at looked at travellers’ willingness to pay extra on their
original ticket price to be assured of the flight availability at their preferred

time.

Ticket flexibility looked at travellers’ willingness to pay extra on their original
ticket price to enable them to make changes to their ticket without incurring

any penalties.

Rewards Program looked at travellers’ willingness to pay extra on their
original ticket price to be able to participate on rewards programs that may be

offered by an airline.

Comfort looked at travellers’ willingness to pay extra on their original ticket

price to for improved comfort on the flight.

The Food and Drinks attribute looked at travellers’ willingness to pay extra on
their original ticket price for improved food quality and more drinks on the

flight.
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- The Business Lounge attribute looked at travellers’ willingness to pay extra on
their original ticket price to enable them to make use of business lounge

facilities at the airport.

The third and final section of the questionnaire looked at travellers’ willingness to pay
for each preferred airline services and/or product attribute. Willingness to pay was

measured on a 5 point likert scale.

4.7 Pre-testing the questionnaire

A sample of 6 people from different language groups and occupations were
randomly selected and asked to test the questionnaire. The objective of the pre-

testing was to establish;
- Whether the questions were concise and easy to understand.
- Whether the questions were appropriate.
- Whether the questions were ambiguous.

- Whether the instructions were confusing.

The pre-test was also used to gauge the length of time it would take to complete the

questionnaire.

Respondents were asked to provide comments and evaluate the statements,
instructions and layout of the questionnaire. Their feedback was incorporated into

the questionnaire. A sample of the questionnaire can be found in appendix A.
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4.8 Data collection process

Data collection was preceded by a screening question to eliminate travellers not

going to Cape Town.

Travellers were assisted to complete the questionnaire. This was to ensure that they
fully understood the content of the questionnaire and to minimise non-response
errors. In addition, the assistant ensured that the questionnaire was fully completed

and with minimal error.

Responses to the questionnaire were recorded immediately, in the presence of the

respondent to minimise researcher error.

All travellers flying to Cape Town were asked to complete the survey regardless of
whether they were flying in business or economy class. Passengers using business
class were interviewed in the business class lounge as it was assumed that these
travellers were more inclined to use this service. Travellers using economy class

were interviewed while waiting for their flights.

The fieldwork was conducted on a number of flights to the destination, on different
days over a period of one week in September 2009. The fieldwork was conducted at

the Johannesburg International Airport.

Travellers were not requested to furnish their personal details, including their names

to ensure that respondents remain anonymous.
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4.9 Data analysis approach

Descriptive analysis was used to describe, summarise and transform the responses
and make them easy to understand. Responses to the demographic section were
reported qualitatively and presented in tables to showcase the frequency with which

responses were given to particular questions.

Responses to the second section, which looked at traveller's preferred airline
services and/or product attributes, were also reported qualitatively. In this section,
respondents were asked to rank services and product attributes such that 1 was the
most preferred airline service or product attributes and 8 was the least preferred
attribute. No numbers were to be repeated in the rankings. The preferred attributes
were calculated by taking the average ranking for each attribute. The attribute with

the lowest average was the preferred attribute.

Responses to the third section of the questionnaire were analysed using quantitative
methods. Regressions were used to establish relationships between the various
variables. T-tests were used to assess the differences in responses from the two

groups.

The last part of section three asks customers to estimate their willingness to pay
values for each service and/or product attribute. A summary of responses in this
section was derived by calculating the group average and assigning it to the relevant
amount indicated by the monetary frequency scale. These responses were

presented in a table based on the frequency of responses per category.
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The hypotheses formulated and discussed in Chapter 3 were tested using

regressions and t-tests.

Statistical Package for Social Sciences (SPSS) version 17.2 was used to perform the

statistical analysis.

4.10 Research errors and limitations

As a non-probability sampling method was used, it was expected that there were

certain limitations and errors in terms of generalisation to the broader population.

Random sampling errors were mitigated by assisting the respondent complete the
questionnaire and by making sure that the researcher was well prepared and

understood the objectives of the study and the survey content.

The researcher was also aware that there could be respondent errors especially with
acquiescence (agreeableness) bias due to possible sensitivities related to asking

people about their willingness to pay for services.

Resistance was expected to be a barrier to collecting the data required. To deal with

this the researcher solicited responses from a large number of people.

Language barriers may have limited the randomness of the survey, however as

respondents were assisted to complete the survey, this was minimised.
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4.11 Ethical issues

In a study involving human participants, a number of ethical considerations need to
be addressed. In this study, the issues of consent and confidentiality were

addressed.

The nature of this study was explained to participants before the questionnaire was
completed. This was done in a consent form attached to the research
questionnaires. Respondents also had the option to withdraw from completing the
questionnaire at any point. Participation in this research was therefore completely

voluntary.

On the issue of confidentiality, respondents were not asked for their names and/or

other personal details at any point in time.

4.12 Conclusion

This chapter discussed the research methodology that was employed to address the
research questions and hypotheses of this study. Included in this was a discussion
on the research design and type of research. The population, sample size and
sampling, including the unit of analysis were discussed. Data collection tools and
methods were also presented. The questionnaire used in this research was also
discussed. Statistical analyses tools that are used were mentioned. In the next

chapter, the results of the study are presented.

48



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

Chapter 5: Analysis of results

5.1 Introduction

This chapter presents results from the study. The chapter starts with a general
overview of the participants and then describes the sample and demographics. The
method of statistical analysis and measuring instruments are then discussed,
followed by a discussion on the reliability of the responses. The results are then
arranged and reported according to the preferred attributes and impact of attributes
on willingness to pay. The differences in responses from the two samples are then
presented, followed by a presentation on the willingness to pay amounts for each
product attribute. This chapter then concludes with a general statement of trends

observed in the results.

5.2 Participants

The sample consisted of 136 travellers. Participants were obtained by means of
random convenience sampling. 131 (96.3%) of the responses were usable while 5

(3.7%) were damaged or incomplete and could not be used.

5.3 Sample description

The participant’'s demographics are presented below. The demographics are
presented for each group of participants; i.e. business travellers versus non-business

travellers.
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Business travellers

Of the 131 responses, 71(54.2%) respondents were travelling for business purposes

while 60 (45.8%) respondents were travelling for non business purposes.

Of the 71 respondents travelling for business purposes, 36 (50.7%) were male while

35 (49.3%) were female.

54.9% of the respondents were White, 23.9% were Black, 18.3% were Coulored and

2.0% were Indian as per Figure 4 below.

Figure 4: Race composition of business travellers

Race
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39, 54.9%
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The age distribution of the business travellers was normally distributed with most
travellers’ ages falling between 31 and 48. Table 6 and Figure 5 below give the detalil

and illustration of the age breakdown of business traveller respondents.

Table 6: Age distributions of business travellers.

Age Group Frequency Percent
19-24 3 4.2
25-30 9 12.7
31-36 11 15.5
37-42 23 324
43-48 14 19.7
49-54 6 8.5
55-60 4 5.6

61+ 1 1.4
Total 71 100.0

Figure 5: lllustration of age distributions of business travellers.
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22 (31%) of respondents were travelling in business class while 49 (69%) were

travelling in economy class.

29 (40.8%) of respondents had access business lounge facilities while 42 (59.2%)

did not have access to business lounge facilities.
29 (40.8%) paid for their flights while 42 (59.2%) did not pay for their flights.

Most respondents made multiple flights per year. Table 7 and Figure 6 below

summarise and illustrate the average number of fights undertaken per year.

Table 7: Average flights per year for business travellers.

Average flights per year | Frequency Percent
<2 9 12.7

3-6 20 28.2
7-10 18 254
>10 24 33.8
Total 71 100.0

Figure 6: Average flights per year for business travellers.
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Non-business travellers

Of the 131 responses, 60 (45.8%) respondents were travelling for non-business

purposes while 71 (54.2%) respondents were travelling for business purposes.

Of the 60 respondents not travelling for business purposes, 19 (31.7%) were male

while 41 (68.3%) were female.

66.7% of the respondents were White, 20.0% were Black, 6.7% were Coulored and

6.7% were Indian as per Figure 7 below.

Figure 7: Race composition of non-business travellers.
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The ages of most non-business travellers were distributed between 25 and 42. Table

8 and Figure 8 below give the age breakdown in more detail.

Table 8: Age distributions of non-business travellers

Age Group Frequency Percent
19-24 5 8.3
25-30 10 16.7
31-36 16 26.7
37-42 11 18.3
43-48 3 5.0
49-54 3 2.0
55-60 3 5.0

61+ 9 15.0
Total 60 100.0

Figure 8: lllustration of age distributions of non-business travellers.

Age distibutions
20
15
>
o
c
S 10
o
o
18 5 |
. I e
19-24 25-30 31-36 37-42 43-48 49-54 55-60 61+
Age group

9 (15.0%) of respondents were travelling in business class while 51 (85%) were

travelling in economy class.
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14 (23.3%) of respondents had access business lounges facilities while 46 (76.7%)

did not have access to business lounges facilities.

47 (78.3%) paid for their flights while 13 (21.7%) did not pay for their flights.

As with the group travelling for business purposes, most respondents made multiple
flights per year; however the frequency of people making fewer trips compared to the
business traveller's was higher. Table 9 and Figure 9 below summarise and illustrate

the average fights undertaken per year.

Table 9: Average flights per year for non-business travellers

Average flights per

year Frequency Percent
<2 14 23.3

3-6 27 45.0
7-10 11 18.3
>10 8 13.3
Total 60 100.0

Figure 9: Average flights per year for non-business travellers
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5.4 Statistical analyses

The statistical analyses of the data were undertaken using the Statistical Package for
the Social Sciences (SPSS) Version 17.2. Frequencies and descriptive statistics
were aimed at describing the sample. Cronbach alpha coefficients were used to
determine the internal consistencies and reliabilities of the measuring instruments

(Clark & Watson, 1995).

5.5 Reliability

Cronbach alpha coefficients were used to determine the internal consistency
reliabilities of the measuring instruments. The services and product attribute scales
showed high internal consistency reliability with acceptable Cronbach alpha
coefficients. The Cronbach alpha’s coefficients are above 0.70 with values ranging
from 0.753 to 0.966. This shows that the scales are measuring what they were

intended to measure. The responses are an accurate reflection of how people felt.

Table 10 shows the services and product attribute scales used for this research and
summarizes the Cronbach alpha coefficients per attribute. The business lounge
scale yielded the highest reliability (a = 0.966) and the comfort scale the lowest (a =

0.753).
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Table 10: Cronbach alpha coefficients for the services and product attributes scales

Product attribute Cronbach alpha (a)
Business lounge 0.966
Reliability and punctuality 0.930
Rewards program 0.882
Penalties 0.864
Frequency 0.860
Food 0.818
Availability 0.816
Comfort 0.753

5.6 Preferred services and product attributes

Respondents were asked to rank their preferred airline services and product
attributes from the list provided. The list contained the following services and product
attributes; Reliability/Punctuality, Ticket Flexibility, Comfort, Availability, Frequency,
Food and drinks, Rewards program and Business Lounge facilities. This list was

guided by important attributes learnt from the literature.

The ranking was such that 1 was the most preferred airline service or product
attributes and 8 was the least preferred attribute. No numbers could be repeated in

the rankings.

When business travellers were asked to rank their attributes in order of preference,

they ranked Reliability/Punctuality, Ticket Flexibility and Comfort as the most
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important attributes and in that order. For non-business travellers, the most
important attributes were Reliability/Punctuality, Comfort and Frequency in that

order.

The preferred attributes were calculated by taking the average ranking for each
attribute. The attribute with the lowest average was the most preferred attribute,
while the attribute with the highest average was the least preferred attribute. Table
11 summarises the preferred attributes for both business and non-business

travellers.

Table 11: Preferred services and product attributes for business and non-business

travellers.
Business Business Non-business | Non-business
travellers' travellers travellers travellers
Service and product (attribute (preference (attribute (preference
attribute ranking) average) ranking) average)
Reliability and punctuality 1 2.34 1 2.47
Ticket flexibility 2 3.47 4 4.27
Comfort 3 3.56 2 3.59
Availability 4 4.44 6 4.76
Frequency 5 4.51 3 4.25
Food and drinks 6 4.97 5 4.73
Rewards programme 7 5.29 7 5.85
Business lounge facilities 8 6.37 8 6.58

With an understanding of preferred airline services and product attributes, the next
step was to assess the impact of attributes ranked as important on the consumers’
willingness to pay for those attributes. How would these independent services and

product attributes account for variances in customers’ willingness to pay?
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5.7 Impact of attributes on willingness to pay

Business travellers

Table 12 presents the predictive effects of various airline services and product
attributes on business traveller’s willingness to pay, using a linear regression model.
A close inspection of Table 12 shows that variance in willingness to pay can be
accounted for by Business Lounge (R? = 0.092, p < 0.05), Comfort (R>=0.0.091, p <
0.05) and Frequency (R? = 0.07, p < 0.05). With willingness to pay as the dependent
variable, Business Lounge and Comfort accounted for approximately 9.2% and 9.1%
of the variance in willingness to pay respectively, while Frequency accounted for
7.0% of the variance in willingness to pay. It could be assumed from the data that
Business Lounge, Comfort and Frequency are predictors of a traveller's willingness
to pay for airline services and product attributes. With regards to the remaining
services and product attributes of Reliability/Punctuality, Availability, Ticket
Flexibility, Reward Programs and Food, the results show that these attributes may

not be important individual predictors of willingness to pay.
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Table 12: Predictive effect of services and product attributes on willingness to pay

for business travellers.

Model Stmmary
Change Statistics

Std. Error

Adjusted R ofthe R Stuare Sig. F
Maodel R R Square  Square  Esfimate  Change  F Change  Change
Predictors: (Constant), ReliabiliPunctualivScale 236 056 OM 8.05823 056 3767 a7
Predictors: (Constant), FrequencyScale 264 070 055 7.99854 070 4,783 032
Predictors: (Constant), AvailabilityScale 206 042 027 8.11430 042 2.834 097
Predictars: (Constant), TicketFlexScale 78 032 7 8154953 032 2.095 153
Predictors: (Constant), RewardsScale 1549 025 010 8.18633 025 1.663 202
Predictors: (Constant), ComfortScale 302 091 077 7.90580 .09 6.404 014
Predictars: (Constant), FoodScale 081 007 -.009 8.26455 007 426 A16
Predictors: (Constant), BusLoungeScale 304 092 078 7.90064 09z 6.498 013

Non-business travellers

Table 13 below presents the predictive effects of various airline services and product
attributes on non-business travellers’ willingness to pay. The table shows that
Business Lounge explains 7.5% (R? = 0.075, p < 0.05) of variance in willingness to
pay. The other attributes tested were, Reliability/Punctuality, Frequency, Availability,
Ticket Flexibility, Reward Programs, Comfort and Food, may not be important

predictors of willingness to pay among non-business travellers.

This finding is in line with the finding that non-business travellers may only

concerned with price.
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Table 13: Predictive effect of services and product attributes on willingness to pay

for non-business travellers
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Model Summary

Change Statistics

Std. Error

Adjusted R of the R Square Sig. F
Model R A Sguare  Sguare  Estimate  Change  F Change  Change
Predictors: (Constanty, ReliabilityPunctualityScale 144 021 003 2.761349 021 1174 283
FPredictors: (Constant), FregquencyScale 164 027 BujujE] 3.7353 027 1.4811 224
Predictors: {Constant), AvailabilityScale 37 019 .00 877134 019 1.048 a1
Predictors: (Constanty, TicketFlexScale 0E6a jujula -013 2.83374 jujula 2649 B13
Predictors: (Constant), EewardsScale 174 030 013 3.71980 030 1.713 1496
Predictors: {Constant), ComfortScale 067 004 -014 883472 004 247 621
FPredictors: (Constant), FoodScale 036 .om -7 3.84864 .om 073 Jas8
Predictors: {Constant), BusLoungeScale 274 07a 058 3.81640 07a 4454 039

5.8 Differences in responses from the two samples

When looking at the impact of attributes on the willingness to pay, only Business

Lounge (R? = 0.092, p < 0.05), Comfort (R = 0.0.091, p < 0.05) and Frequency (R? =

0.07, p < 0.05) are predictors of willingness to pay in the business traveller sample.

The only predictor of willingness to pay in the non-business traveller sample was the

Business Lounge (R? = 0.075, p < 0.05).

An Independent Samples t-test was used to further assess the differences in
responses from the two samples. Mean scores and significant differences between

the two groups were analyzed. Tables 14 and 15 show summaries of the t-test

results.
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Table 14: Mean scores and significant differences between business travellers and

non-business travellers

Service and Product Business Non-Business

Attribute Travellers Mean | Travellers Mean | Significance
Reliability/Punctuality 9.0 10.4 347
Frequency 8.1 10.8 .028
Availability 9.6 11.3 198

Ticket Flexibility 9.5 11.6 110

Reward programs 7.8 8.2 752
Comfort 31.0 28.7 641

Food 84.3 108.8 278
Business Lounge 10.6 7.4 .021

Table 15: Independent sample test results for t-tests between business travellers

and non-business travellers.

Independent Samples Test

Levene's
Test for
Equality of
Variances t-test for Equality of Means
95% Confidence
Interval of the
Difference
Service and/or Product Sig. (2- Mean Std. Error
Attribute F Sig. t df tailed) | Difference | Difference Lower Upper
ReliabilityPunctualityScale 183 870 -.943 128 .347 -1.41667 1.50209 -4.38881 1.55548
FrequencyScale 3427 | .066 | -2.216 128 .028 -2.77619 1.25295 -5.25537 | -.29701
AvailabilityScale 1102 | 296 | -1.294 127 198 -1.67651 1.29577 -4.24061 .88758
TicketFlexScale 470 494 | -1.608 127 110 -2.11017 1.31243 -4.70723 48690
RewardsScale .032 .859 -.317 128 752 -.42619 1.34418 | -3.08587 | 2.23349
ComfortScale 682 410 467 128 641 2.30000 4.92103 -7.43709 | 12.03709
FoodScale 5117 | .025 | -1.088 129 278 -24.49014 | 22.50033 | -69.00758 | 20.02730
BusLoungeScale 1.707 194 2.345 129 .021 3.16080 1.34811 49353 5.82806
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Results from the t-tests show that with regards to business and non-business
travellers, there were significant differences between the groups on Frequency and
Business Lounge. These results show that non-business travellers are significantly
more willing to pay for higher flight frequencies (p = 0.028) compared to business
travellers. Business travellers on the other hand are significantly more willing to pay
for access to the business lounge and its facilities (p = 0.21) compared to non-

business travellers.

5.9 Willingness to pay

Travellers were asked to choose how much extra they would be willing to pay over
and above their original ticket price for various services and product attributes. Their
responses were summarised by calculating the group average and assigning it to the
relevant amount indicated by the monetary frequency scale. Table 16 below
summarises their responses. The responses between the two groups are similar.
The only difference that was observed was for Reliability and Punctuality. Business
travellers indicated that they would be willing to pay between R101 and R200 for
reliability and punctuality while non-business travellers were only willing to pay

between R51 and R100.
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Table 16: Willingness to pay for services and product attributes

Service and product Business Non-business

attribute travellers travellers Both groups
Reliability and

punctuality R101-R200 R51-R100 R51-R100
Frequency R51-R100 R51-R100 R51-R100
Availability R101-R200 R101-R200 R101-R200
Ticket flexibility R101-R200 R101-R200 R101-R200
Rewards programme R51-R100 R51-R100 R51-R100
Comfort R101-R200 R101-R200 R101-R200
Food and drinks R51-R100 R51-R100 R51-R100
Business lounge

facilities R51-R100 R51-R100 R51-R100

5.10 Summary

This chapter presented the results from the study. The preferred attributes results
mirrored those that were uncovered in the literature review. For business travellers,
Frequency, Comfort and Business Lounge were found to be predictors of willingness
to pay, while only the Business Lounge was found to be a predictor of willingness to

pay for non-business travellers.

Willingness to pay responses from the two groups were similar; however the results
did show that non-business travellers were significantly more willing to pay for more
frequent flights while business travellers were significantly more willing to pay for

access to the business lounge.
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Chapter 6: Discussion of results

6.1 Introduction

In this chapter, the research findings are discussed and interpreted. The results
obtained are discussed and explained in terms of the research objectives, literature

reviewed and hypotheses posited.

The discussion of the results will be structured in the following sequence;

The aims and objectives of this research will be revisited.

- The results will be discussed according to the preferred attributes.

- The results will be discussed according to the hypotheses.

- Evidence of the use of any decision rules which could affect the consumer

decision making and buying process will then be discussed.

6.2 Aims and objective of the research revisited

The primary objective of this research was to understand airline service and product
attributes that customers’ value and to estimate their willingness to pay for these

attributes.

The secondary objective of this research was to assess the impact of attributes

ranked as important on consumers’ willingness to pay for those attributes. How
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would these independent services and product attributes affect consumers’

willingness to pay for these attributes?

Finally, this research aimed to understand the consumer decision making and buying
process particularly with reference to rules used in the buying process. Does the
ranking of a service or product attribute influence on customers’ willingness to pay

for that attribute?

6.3 Discussion of results according to preferred attributes

Business travellers

When business travellers were asked to rank their attributes in order of preference,

they ranked the 8 attributes in the following order;

reliability and punctuality

- ticket flexibility

- comfort

- availability

- frequency of flights

- food and drinks

- rewards program; and

- business lounge facilities

66



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

It is not surprising that reliability/punctuality and ticket flexibility are the most
preferred attributes as business travellers often need to attend meetings and
appointments. They are usually required to be at certain places at certain times.
Being late for meetings and appointments is often seen as unprofessional and can at

times destroy business relationships.

When looking at ticket flexibility, business travel is dictated by business need. In a
fast changing environment, business travellers often need to make last minute
changes to their schedules thus it would be expected that ticket flexibility would be
regarded as important. These results are similar to the results found by Mason

(2000), Evangelho, Huse, and Linhares (2005) and Fourie and Lubbe (2006).

Another important attribute that was found in the study and literature was that of
comfort. One can expect that, for business travellers, the act of travelling is for the
purpose of “making ends meet” and not necessarily pleasure, hence the choice of
comfort as one of the important attributes. In addition, when business people travel,
they often hop from the plane to the boardroom and are still required to be sharp and
agile in the boardroom. This is especially true on the shorter trips where travellers

may be in and out of cities or towns on the same day.

Intuitively, it was surprising that for business travellers the use of business lounge
facilities is the least preferred attribute, however, these results also mirror the results
of Mason (2000), Evangelho, Huse, and Linhares (2005) and Fourie and Lubbe
(2006). Fourie and Lubbe (2006) continue to say that “a significant number of short
haul business travellers are now also using LCCs”. This change also supports the
finding that business travellers value other attributes more so than business lounge

facilities. Indeed "studies by Mason (2000, 2001) and Evangelho et al. (2005)
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indicated that the additional benefits provided by full-service airlines may not be as
important to the domestic business travel market as the main benefit of quick reliable

service" Fourie and Lubbe (2006).

Non-business travellers

When non-business travellers were asked to rank their attributes in order of

preference, they ranked the 8 attributes in the following order;

reliability and punctuality

- comfort

- frequency of flights

- ticket flexibility

- food and drinks

- availability

- rewards program; and

business lounge facilities

The literature reviewed indicated that for non-business travellers price is the most

important attribute.

When non-business travellers were asked to rank attributes from the list of 8
attributes provided in order of importance, they like business travellers ranked
reliability/punctuality as the most important attribute. This result is the same as that

found by Evangelho, Huse, and Linhares (2005).
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The second most important attribute for non-business travellers is comfort.

Business lounge is the least preferred attribute for non-business travellers. This
result could be expected as literature revealed that price is very important to this
group and one would expect that they would not want to pay extra money for the use

of business lounge facilities.

6.4 Discussion of results according to Hypotheses

HO1:

For business travellers willingness to pay is independent of Reliability/Punctuality
Ha1:

For business travellers willingness to pay is dependent on Reliability/Punctuality

As the p-value is > 0.05 (Sig. F Change = 0.057), the null hypothesis could not be
rejected. The variance in willingness to pay could not be explained by
Reliability/Punctuality. This is surprising as Reliability/Punctuality was found to be the
most preferred attribute from the 8 attributes that were presented. In addition being
late for appointments could be seen as unprofessional and can at times destroy
business relationships. One would have expected the variance on willingness to pay

is to be somewhat explained by Reliability/Punctuality.
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HO2:

For business travellers willingness to pay is independent of Frequency

Ha2:

For business travellers willingness to pay is dependent on Frequency

The p-value is < 0.05 (Sig. F Change = 0.032), the null hypothesis was rejected.
Furthermore 7.0% of the variance in willingness to pay could be explained by
Frequency (R? = 0.07, p > 0.05). This means that willingness to pay is dependent on
the frequency of flights. There is a relationship between Frequency and willingness
to pay. Most business travellers’ schedules often change many times and at the last
minute due to pressing business needs and emergencies. Because of this, one
would expect business travellers to want the convenience of getting a flight at their

preferred time. This is possible if an airline offers more frequent flights.

HO3:

For business travellers willingness to pay is independent of Comfort

Ha3:

For business travellers willingness to pay is dependent on Comfort

The p-value is < 0.05 (Sig. F Change = 0.014), the null hypothesis was rejected.
Furthermore 9.1% of the variance in willingness to pay could be explained by in flight
Comfort (R* = 0.091, p > 0.05). Most business travellers are expected to hop

between flights and business meetings seamlessly. At these business engagements
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they are expected to be fresh and sharp. It was expected that comfort would be an
important attribute for which they are willing to pay for. Comfort was also ranked as

the third most important attribute from the list of 8 given.

In addition to the hypotheses listed above the following hypothesis on Business
Lounge was added. This was due to the assumption that many full service
carriers offer Business Lounge facilities to business travellers because they value
these facilities. It was therefore of interest to this research if willingness to pay was

dependant on Business Lounge facilities or not.

HO04:

For business travellers willingness to pay is independent of Business Lounge

Ha4:

For business travellers willingness to pay is dependent on Business Lounge

The p-value is < 0.05 (Sig. F Change = 0.013), the null hypothesis is rejected.
Furthermore 9.2% of the variance in willingness to pay can be explained by Business
Lounge facilities (R* = 0.092, p > 0.05). Business lounges can be places where
business travellers rest, relax and network with other business travellers. These
factors could explain the reasons for business travellers’ willingness to pay for use of
business lounge facilities. It was interesting to note that the Business Lounge
attribute was the least preferred of the 8 attributes from the rankings, yet this was the
attribute that explained the greatest variance in willingness to pay. It could be that

this attribute may not be very important, compared to the others, but when it comes
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to making payment tradeoffs, this is the attribute that business travellers will "invest"

in.

It was also interesting to note that for non-business travellers 7.5% of the variance in
willingness to pay could be explained by Business Lounge facilities (R? = 0.075, p >
0.05). It may be that the non-business travellers would really like access to the
business lounge amenities but they are not willing to pay too much extra for this
privilege. It might also be due to a misunderstanding in answering the questionnaire
due to the fact that there is no evidence to support this finding further. If the
finding that, 7.5% of the variance in non-business traveller willingness to pay can be
explained by Business Lounge facilities is true, it could mean that there are
opportunities for Airports and Airlines to offer business lounge type facilities to non-

business travellers even if they are using economy class cabins.

To test the differences in business travellers’ responses and non-business travellers’
responses, the following additional hypotheses were added. The results of these

hypotheses are discussed below.

HOS:

There is no difference in the means between business travellers and non-business

travellers in their willingness to pay for Reliability/Punctuality

Ha5:

There is a difference in the means between business travellers and non-business

travellers in their willingness to pay for Reliability/Punctuality

72



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

Zero fell between the 95% confidence interval and the p-value is > 0.05 (Sig. 2 tailed
= 0.347), therefore the null hypothesis could not be rejected. This suggests that no
difference in willingness to pay for Reliability/Punctuality could be found in the
responses given by business and non-business travellers. Both groups of travellers

ranked Reliability/Punctuality as the most preferred attribute.

HO06:

There is no difference in the means between business travellers and non-business

travellers in their willingness to pay for Frequency

Ha6:

There is a difference in the means between business travellers and non-business

travellers in their willingness to pay for Frequency

Because the 95% confidence interval did not contain a zero value and the p-value is
< 0.05 (Sig. 2 tailed = 0.028), the null hypothesis was rejected. Therefore, it could be
concluded that there was a difference in the means of the two groups in terms of the
Frequency scale. The results showed that non-business travellers were significantly
more willing to pay for higher flight frequencies. When looking at this result with the
preferred attributes, one sees that for business travellers, Frequency is the 5th
preferred attribute, while for non-business travellers Frequency is the 3rd preferred

attribute from the list of 8 attributes that they had to choose from.
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HO7:

There is no difference in the means between business travellers and non-business

travellers in their willingness to pay for Business Lounge

Ha7:

There is a difference in the means between business travellers and non-business

travellers in their willingness to pay for Business Lounge.

Because the 95% confidence interval did not contain a zero value and the p-value is
< 0.05 (Sig. 2 tailed = 0.021), the null hypothesis was rejected. Therefore, it could be
concluded that there was a difference in the means of the two groups in terms of the
Business Lounge scale. Business travellers were significantly more willing to pay for
access to the Business Lounge. This suggests that Business Lounge facilities are
more valuable to business travellers that non-business traveller. As mentioned
earlier, Business Lounge facilities allow business travellers an opportunity to relax
and network with other business travellers. Hence their willingness to pay for these

facilities.

Finally, this research aimed to understand the consumer decision making and buying
process particularly with reference to rules used in the buying process. Does the
ranking of a service or product attribute influence on customers’ willingness to pay

for that attribute?

The main questions to be addressed in this research:

IV. How do customers make purchase and spending decisions?
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V. Is there evidence of the use of and decision rules in making purchase

decisions?

VI. How do important services and product attributes influence customer’s

willingness to pay for those services?

To test whether there was any evidence of decision rules applied by travellers, the
researcher examined the attribute rankings along with the willingness to pay
amounts and the variance in willingness to pay that could be explained by that

attribute. This was done for business and non-business travellers.

Business travellers

Table 17 shows the attribute rankings, willingness to pay amounts and the impact of
attributes on willingness to pay for business travellers. When one takes a closer look
at the attribute ranking and the amount that business travellers say they are
prepared to pay, business travellers seem to be willing to pay more on the attributes
that they rank highly. The average willingness to pay amount is between R101 and
R200 for the top four attributes, while the average is between R51 and R100 for the
bottom four attributes. This suggests that business travellers may be using
lexicographic decision rules in their willingness to pay decision making processes.
However, when one looks deeper into this by examining the variance on willingness
to pay that is explained by each of the attributes, the picture is less clear. Only
Comfort (ranked 3rd), Frequency (ranked 5th) and Business Lounge (ranked 8th)
explain the variance in willingness to pay. This suggests that perhaps the preferred

attribute and or willingness to pay choice is based on some other, previously
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established rating rather that the specific attribute. This would thus suggest the use

of affect referral decision rules.

Table 17: Business travellers’ attribute rankings, willingness to pay amounts

and impact of attributes on willingness to pay.

Business Business

travellers’ travellers’ Business

Service and product (attribute willingness to travellers’

attribute ranking) pay amount R-squared
Reliability and punctuality 1 R101-R200 0.056
Ticket flexibility 2 R101-R200 0.032
Comfort 3 R101-R200 0.091
Availability 4 R101-R200 0.042
Frequency 5 R51-R100 0.070
Food and drinks 6 R51-R100 0.007
Rewards programme 7 R51-R100 0.025
Business lounge facilities 8 R51-R100 0.092

Non-business travellers

Table 18 below shows the attribute rankings, willingness to pay amounts and
the impact of attributes on willingness to pay for non-business travellers. When one
takes a closer look at the attribute ranking and the amount that non-business
travellers say they are prepared to pay, non-business travellers, in general, seem to
be willing to pay more on attributes that they rank highly. The willingness to pay
amount is generally higher for the top attributes and lower for the bottom attributes.
This excludes Reliability/Punctuality where willingness to pay is between R51 and

R100, which is the same amount as the bottom four attributes.

When one looks deeper into this by examining the variance on willingness to pay

explained by each of the attributes, the picture is not clear. Only Business Lounge
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(ranked 8th) explains the variance in willingness to pay. There does not seem to be

any clarity on the use of any decision rules for this group of travellers.

Table 18: Non-business travellers’ attribute rankings, willingness to pay amounts

and impact of attributes on willingness to pay.

Non-business Non-business
travellers’ travellers’ Non-business

Service and product (attribute willingness to travellers’

attribute ranking) pay amount R-squared
Reliability and punctuality 1 R51-R100 0.021
Comfort 2 R101-R200 0.004
Frequency 3 R51-R100 0.027
Ticket flexibility 4 R101-R200 0.005
Food and drinks 5 R51-R100 0.001
Availability 6 R101-R200 0.019
Rewards programme 7 R51-R100 0.030
Business lounge facilities 8 R51-R100 0.075

6.5 Summary of discussions

The main findings on preferred attributes mirrored those that were uncovered in the
literature review. For business travellers, Frequency, Comfort and Business Lounge
were found to be predictors of willingness to pay, while only the Business Lounge

was found to be a predictor of willingness to pay for non-business travellers.

Willingness to pay responses from the two groups were similar; however the results
showed that non-business travellers were significantly more willing to pay for higher
flight frequencies while business travellers were significantly more willing to pay for

access to the business lounge.

With regards to the use of business rules, there did not seem to be any clarity on the

use of any decision rules for business and non-business travellers.
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Chapter 7: Conclusion and recommendations

7.1 Introduction

This chapter reviews the findings in terms of the main objectives and questions
raised in Chapter 1. It closes the loop in terms of the hypotheses that were raised in
Chapter 3. The chapter starts with a summary of the entire study followed by
recommendations for airlines and airports based on the results obtained in the study.
The chapter concludes with recommendations and possible direction for future

research.

7.2 Summary of findings and conclusion

The primary objective of this research was to understand airline service and product
attributes that customers’ value and to estimate their willingness to pay for these

attributes.

The secondary objective of this research was to assess the impact of attributes
ranked as important on consumers’ willingness to pay for those attributes. How
would these independent services and product attributes affect consumers’

willingness to pay for these attributes?

Finally, this research aimed to understand the consumer decision making and buying
process particularly with reference to rules used in the buying process. Does the
ranking of a service or product attribute influence on customers’ willingness to pay

for that attribute?
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The study was undertaken on different days on a number of different flights from OR
Tambo International Airport (Johannesburg) to Cape Town International Airport. A
non-probability convenience sample was used for this study. A questionnaire was
used to solicit responses from travellers. Respondents were classified into two
groups: those travelling for business purposes and those travelling for non business

purposes.

In terms of the findings from the study, the preferred attributes results mirrored those

that were uncovered in the literature review.

For business travellers, these attributes were Reliability/Punctuality, Ticket Flexibility,

Comfort, Availability, Frequency, Food and Drinks, Reward Programs and

Business Lounge facilities.

For non-business travellers, these attributes were Reliability/Punctuality, Comfort,

Frequency, Ticket Flexibility, Food and Drinks, Availability, Reward Programs and

Business Lounge facilities.

Looking at attributes that explain variances in willingness to pay, Frequency, Comfort
and Business Lounge were found to be predictors of willingness to pay for the
business traveller sample. Only the Business Lounge was found to be a predictor of

willingness to pay for non-business travellers.
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Willingness to pay responses from the two groups were similar; however the results
did show that non-business travellers were significantly more willing to pay for more
frequent flights while business travellers were significantly more willing to pay for

access to the business lounge.

To close the loop on decision rules, when one compares the preferred attribute
rankings with the willingness to pay amount of business travellers, one could be
tempted into thinking that business travellers may be using lexicographic decision
rules in their willingness to pay decisions. However, when one looks deeper into this
by examining the variance on willingness to pay that is explained by each of the
attributes, the picture is less clear. This suggests that perhaps the preferred attribute
and or willingness to pay choice is based on some other, previously established
rating rather that the specific attribute. This would thus suggest the use of affect
referral decision rules. Similarly, there did not seem to be any clarity on the use of

any decision rules for non-business travellers.

7.3 Recommendations

The recommendations below are for airlines and airports as they stand to benefit

from finding from this research.

7.3.1 Airlines

Tarry (2003) suggests that there are a number of fundamental requirements for the
mainline airlines if they are to produce the level of returns that make them attractive
to providers of capital over the medium and longer term. These changes include

differentiating increasingly commoditised products in the marketplace.

80



UNIVERSITEIT YAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(o3

The results of this research show that there is scope to differentiate airline’s product
offerings and charge different prices for the services and product attributes offered.
Comfort is clearly a factor that airlines could use to differentiate their product
offering. More research will be required to isolate other services and product

attributes which can have a meaningful impact on willingness to pay.

With reference to the consumer decision making and buying process and rules used
in the buying process, the ranking of a service or product attribute did not seem to
influence customers’ willingness to pay for that attribute. This means that airlines
need to test customers on important attributes individually if these services and
product attributes explain variances in willingness to pay. It seems that the mere
stating of an attribute as important does not predict if customers would be willing to

pay for that attribute.

7.3.2 Airports

In flight comfort was sighted to be an important attribute for travellers. In addition
business lounge, which is also a comfort factor, was also shown to be important to
travellers. Travellers showed a willingness to pay for these attributes. It may be a
valuable exercise for airports to explore the possibility of having universal business
lounge facilities, which could be used by travellers from multiple airlines while they
are waiting for their flights. This service could be offered at a fee. This could be a

revenue avenue for airports.

Other comfort factors could also be explored and offered to travellers while they are

waiting for their flights.
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7.4 Direction for futures research

It is suggested that further research should be conducted to gain a deeper
understanding of the components of attributes that explain variances in willingness to
pay. In the case of business travellers these are Frequency, Comfort and Business
Lounge and Business Lounge for non-business travellers. What components of
these attributes explain the variance? Knowing the answer to these questions will
allow airlines and airport to spend money only on the components of attributes that

matter. The components that customers will be willing to pay for.

In addition, an understanding of the decision rules that determine a customers’
choice of airline and willingness to pay for attributes is also recommended. There
was no clarity on the use of any decision rules used to choose an airline for business
and non-business travellers. Understanding this could help airline and airports

managers influence the customer at important stages of their decision making.
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Good Day

My name is Khanyisa Hlekane and | am doing academic research to understand customers’
willingness to pay for various airline services or product attributes. This research is undertaken for
the completion my Masters of Business Administration (MBA) degree at the University of Pretoria

(Gordon School of Business Science, lllovo campus).

The primary objective of this research is to understand airline services or product attributes that
customers’ value and to estimate their willingness to pay for these attributes. The ability to
understand this is important for airlines to enable them to offer services that are meaningful and

valuable to customers.

You are asked to answer the following questionnaire as honestly as possible. There are no right or
wrong answers. The Survey should take no more than 7 minutes of your time. Your participation is

voluntary and you can withdraw at any time without penalty. All data will be kept confidential.

By completing the survey, you indicate that you voluntarily participate in this research. If you have

any concerns, please let me know or contact my supervisor. Our details are provided below.

Thanking you in advance

Researcher name: Khanyisa Hlekane
Email: KHlekane@fnb.co.za
Phone: 011 632 0049

Cell: 083 580 6364
Researcher Supervisor name: Ricardo Machado
Email: machar@unisa.ac.za
Phone: 012 429 4020
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Willingness to Pay For Airline Attributes Questionnaire

Thank you for agreeing to answer this questionnaire. All questionnaires are anonymous and will be

treated with the strictest of confidentiality. Please answer all questions as honestly as possible.

There are no right or wrong answers to these questions.

Please answer all questions

Screening Question:

Are you flying to Cape Town? Yes No

1. Demographics: (Place an X over the relevant answer)

1.1. Gender Male Female
1.2. Race White Black Coloured Indian
1.3. Age group <18 19-24 | 25-30 | 31-36 | 3742 | 43-48 | 49-54 | 55-60 61+
1.4. Airline class Business Class Economy Class
1.5. Do you have access to business

o Yes No
lounge facilities?
1.6. Are you paying for your flight? Yes No
1.7. Are you travelling for business

Yes No

purposes?
1.8 Average flights per year <2 3-6 7-10 >10

2. Preferred airline services/product attributes:

This section looks at your preferred airline services/product attributes. Please rank the following

airline services or product attributes in order of preference with 1 being the most preferred airline

service or product attribute and 8 being the least preferred attribute. Please note that no numbers

should be repeated in your rankings.

2.1 It is important to me that an airline is reliable and punctual

2.2 | Itis important to me that an airline offers many flights (frequency) to a destination

2.3 It is important to me that an airline is always available at my preferred time whenever |
book a flight

2.4 It is important for me to be able to change the date, time and destination of my flight
without incurring any penalties

2.5 It is important to me that an airline has a rewards program

2.6 | Itis important to me that | am comfortable during the flight

2.7 The quality of food on the flight is important to me

2.8 It is important to me that an airline has business lounge facilities
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This section looks at your willingness to pay for each preferred airline services/product attribute. Your

willingness to pay estimates must be based on a one way trip.

Likert scale interpretation:

1 2 4 5
Definitely not willing - - Definitely willing to
Not willing to pay Neutral Willing to pay
to pay pay

3.1. Reliability/Punctuality

This attribute looks at your willingness to pay extra on your original ticket price to be guaranteed that the

airline is reliable and punctual at all times.

Would you be willing to pay...

3.1.1 ...to know that your flight will take off at the said times

1]

2[ ]

3[ ]

4[]

5[]

3.1.2 ...to not experience any delays in arriving at your destination

[

[l

[l

[l

[l

[l

10 | 20 | 3»d | s0O | sOd
3.1.3 How much would you be willing to pay for RO-R50 | R51- R101- R201 - | R501- | R751- | R1001+
overall reliability and punctuality? R100 R200 R500 | R750 R1000

[

3.2. Frequency

This attribute looks at your willingness to pay extra on your original ticket price to airlines which offer more
flights to any one destination compared to other airlines.

Would you be willing to pay...

3.2.1 ...to have more frequent and convenient flights to your

1]

2[ ]

3[ ]

a[]

5[]

[

[l

[l

[l

[l

[l

destination
3.2.2 ...to know that you have several options for flights to your

1 2 3 4 5
destination o o L] o o
3.2.3 How much would you be willing to pay to RO-R50 | R51- | R101- | R201- R501- | R751- R1001+
have more flights to your destination? R100 | R200 | R500 R750 | R1000

[

3.3. Availability

This attribute looks at your willingness to pay extra on your original ticket price to be assured of the flight

availability at your preferred time.

Would you be willing to pay...

3.3.1 ...to be assured of the flight availability at your preferred time

1]

2[ ]

3[ ]

4[]

5[]

3.3.2 ...to be able to find and book flights at the last minute

1]

2[ ]

3]

a[]

5[]

3.3.3 How much would you be willing to pay to
be assured of flight availability at your preferred
time?

RO -R50

[

R51 -
R100

R101-
R200

[l

R201 -
R500

[l

R501-
R750

[l

R751-
R1000

[l

R1001+

[
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3.4. Ticket Flexibility

This attribute looks at your willingness to pay extra on your original ticket price to enable you to
make changes to your ticket without incurring any penalties.

Would you be willing to pay...

3.4.1 ...to change the original flight date and time on your
ticket to another date or time

1] | 207 | 300 | s | s

3.4.2 ...to change the original destination on your ticket to
1 2 3 4 5
another destination D D D D D

3.4.3 How much would you be willing to RO-R50 | R51- R101- | R201- | R501- | R751- | R1001+
pay to make changes to your ticket |:| R100 R200 | R500 R750 | R1000 D

without incurring penalties? [] [] [] [] []

3.5. Rewards Program

This attribute looks at your willingness to pay extra on your original ticket price to be able to
participate on rewards programs that may be offered by an airline.

Would you be willing to pay...

3.5.1 ...to participate on rewards programs that may be
p ‘p‘ prog y 1|:| 2|:|
offered by the airline

3L ] | a1 | s[]

3.5.2 ...to have the airline give you freebies from traveling with
them

]| 2] | 30 | a1 | sl

3.5.3 How much would you be willing to RO-R50 | R51- R101- | R201 - | R501- | R751- | R1001+
pay to participate in reward programs |:| R100 R200 | R500 R750 | R1000 |:|

offered? [] [] ] ] ]

3.6. Comfort

This attribute looks at your willingness to pay extra on your original ticket price for improved
comfort on the flight.

Would you be willing to pay...

3.6.1...to have more leg room around your in-flight seat 1[ ] 2[ ] 3[ ] 4l ] 5[]

3.6.2 ...to travel with only a fe ell-spaced passengers on the
o vel wi y W W p p g 1|:| 2|:| 3|:| 4|:|

5[]

3.6.3.... to have more in flight entertainment 1|:| 2|:| 3|:| 4|:| 5|:|
3.6.4 How much would you be willing to RO -R50 R51- | R101- | R201- | R501- | R751- | R1001+
pay for improved comfort on the flight? |:| R100 | R200 | R500 R750 | R1000 |:|
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3.7. Food and drinks

This attribute looks at your willingness to pay extra on your original ticket price for improved food
quality on the flight.

Would you be willing to pay...

3.7.1 ..to have a hot, high quality in-flight meal 1[ ] 2[ ] 3] a[ ] 5[]

3.7.2 ...to have cold, high quality sandwiches in flight 1[ ] 2[ ] 3[ ] al ] 5[]

3.7.3 ...to get an unlimited amount of food and drinks durin
N a0 | 200 | 30 | 4O | s
e flig

3.7.4... to get an unlimited amount of alcohol during the flight | 1[ ] 2[ ] 3[ ] al ] 5[]

3.7.5 How much would you be willing to RO -R50 | R51- R101- | R201- | R501- | R751- | R1001+
pay for overall improved food and drinks |:| R100 R200 | R500 | R750 | R1000 |:|

quality on the flight? ] 10O [0 |

3.8. Business Lounge

This attribute looks at your willingness to pay extra on your original ticket price to enable you to
make use of business lounge facilities at the airport.

Would you be willing to pay...

3.8.1 ...to use the business lounge facilities before and after
. : 10 | 20 | 30 | 40 | sO
ights

3.8.2 ...to have full access to the amenities in the business
| 11 | 200 | 300 | ad | s
ounge

3.8.3 How much would you be willing to RO-R50 | R51- | R101- | R201- | R501- | R751- | R1001+
pay to make use of business lounge D R100 | R200 | R500 | R750 | R1000 D

facilities at the airport? |:| |:| |:| D D

Thank you very much for taking the time to answer this questionnaire!
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