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ABSTRACT

The objective of this study is to examine the direct effects of satisfaction, trust, and switching
barriers on customer retention in Bangkok and Pattaya, Chonburi province. Four hundred and
forty questionnaires were distributed as the means of data collection and analyzed using
structural equation modeling (SEM). The results of testing hypotheses are as follows:

1. The developed structural equation model of customer retention in Bangkok was
congruent with empirical data as the criterion, as follows: (y* = 141.098, df = 69, y*ldf =
2.045, GFI = .956, AGFI = .933, RMSEA = .049, RMR = .073, CFIl = .979). Factors
influencing customer retention in Bangkok included the following: a) satisfaction showed
the highest level of direct influence = .225 and b) switching barriers with direct influence
=.193, followed by trust = .188 with statistical significance at the .001 level.

2. The developed structural equation model of customer retention in Pattaya was congruent
with empirical data as the criterion, as follows: (x* = 95.438, df = 49, y*/df = 1.948, GFI
= .966, AGFI = .945, RMSEA = .046, RMR = .077, CFI = .982). Factors influencing
customer retention in Pattaya included the following: a) switching barriers showed the
highest level of direct influence = .251 and b) trust with direct influence = .240, followed
by satisfaction = .159 with statistical significance at the .001 level.
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INTRODUCTION

he tourism industry is the most important industry in Thailand; it created the greatest amount of
revenue in 2012. The revenue from the tourism industry that year was THB965,000 million. The

Tourism Ministry Council announced in 2011 that tourism industry revenue should increase by twice
within 5 years (The Secretariat of the Cabinet, 2011). The tourism industry is not only supported by the government
sector, but also by private media. For example, Travel and Leisure Magazine has reported that American tourists
have voted Bangkok the World’s Best City Award for three consecutive years. Forbes magazine has reported that
Bangkok is the best city in the world for street food (Bender, 2012). Pattaya, Chonburi Province has many seaside
attractions and has also brought significant revenue to Thailand. However, as the world economy (particularly in the
US and Europe) remains in recession, the Thai government has started a campaign to increase and support domestic
tourism.

Satisfaction is the most important factor driving customer retention (Oliver, 1980; Yi, 1990). If the tourism
industry at each destination increases satisfaction, customers will create positive word-of-mouth and increase the
revenue to the destination (Fornell et al., 1995). To retain customers, satisfaction is not the only important factor
driving customer loyalty. Also included are trust and switching barriers, especially in the tourism industry. The
conceptual framework model in this study was derived from Ranaweera and Prabhu (2003). Structural equation
modeling, however, is employed to analyze factors influencing customer retention instead of regression analysis.
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The tested hypotheses will be evaluated from a survey of domestic tourists who traveled to both Bangkok and
Pattaya. These destinations attract the highest number of visitors compared to other locations (www.tourism. go.th).
The results of this research are the first steps to develop policy and strategy at each destination to enhance revenue
and employment in the tourism industry.

CONCEPTUAL FRAMEWORK AND HYPOTHESES
The objective of this research is to study direct effects on customer retention (Thai tourists) at both

destinations. The proposed model is adapted from several research papers, including Ranaweera and Probhu, 2003,
Liang and Wang, 2006, and Chadha and Kapoor, 2009. The proposed model is shown in Figure 1:

Satisfaction
H1
—
H2
Trust > Retention
H3 |
Switching
Barriers

Figure 1: Conceptual Framework
Customer Retention

Protecting the existing customer base and retaining existing customer loyalty are crucial competitive
advantages in the service sector. Developing and increasing customer loyalty strengthens the foundation of a firm’s
advantage and enhances its growth and performance (Lee and Cunningham, 2001; Gerpott et al., 2001). Customer
retention is defined as “the future propensity of a customer to stay with the firm, brand or destination,” (Ranaweera
and Phabhu, 2003). Cronin et al. (2000, p.4) treat “behavioral intentions” and “customer retention” as synonymous
constructions.

Customer satisfaction is the most important factor driving customer retention in a number of studies
(Oliver, 1980; Yi, 1990; Chadha and Kapoor, 2009). However, satisfaction is not the only important determinant in
driving customer retention. Trust and switching barriers also have direct impact on driving retention. The proposed
model in this study examines the direct effects of satisfaction, trust, and switching barriers on customer retention in
the tourism industry. These effects have rarely been examined. In several studies, satisfaction and trust are related,
but they are conceptually different and have different effects on customer retention (Geyskens et al., 1998;
Szymanski and Henand, 2001). Therefore, it is important to evaluate the effects of these two constructs. Switching
barriers can help service firms reduce customer cost and retain customers, especially in the service sector. Thus, this
research aims to study the direct effects of satisfaction, trust, and switching barriers on customer retention at both
popular destinations.

Satisfaction

Customer satisfaction is defined as a “summary psychological state resulting when the emotion surrounding
disconfirmed expectations is coupled with the customer’s prior feelings about the consumption experience (Oliver,
1981, p.27).” Cronin et al. (2000) also defined customer satisfaction as an evaluation of an emotion, reflecting the
degree to which the customer believes the firm, brand, or service providers stimulate positive feelings. After
considerable research, a strong relationship has been found between satisfaction and customer retention, especially
in the service sector (Cronin and Taylor, 1992; Patterson et al., 1997; Ranaweera and Phabhu, 2003). According to
the above, we can hypothesize that:
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H: Satisfaction has a direct effect on customer retention.
Trust

The growth of relationship marketing has heightened interest in the role of trust in fostering strong
relationships. Berry and Parasuraman (1991) stated that “relationship marketing concerns attracting, developing,
and retaining customer relationships.” In several studies, it has been shown that trust is a key determinant of
relational commitment and the essential element in building strong customer relationships and sustainable market
share (Spekman, 1988; Gundlach and Murphy, 1993; Garbarino and Johnson, 1999; Urban, Sultan et al., 2000).
Hart and Johnson (1999) concluded that trust is another factor beyond customer satisfaction to retain customers for
the long term. They also found that trust has greater impact on customer retention than satisfaction. Morgan and
Hunt (1994) define trust as existing when one party has confidence in an exchange partner’s reliability and integrity.
According to the above, we can hypothesize that:

H,: Trust has a direct effect on customer retention.
Switching Barriers

Switching barriers has a significant effect on customer retention in business-to-business and employer-to-
employee relationships (Gremler and Brown, 1996; Bansal and Taylor, 1999; Lee et al., 2001). Switching barriers is
defined as the customer’s assessment of the resources and opportunities needed to perform the switching act, or
alternatively, the constraints that prevent the switching act (Bansal and Taylor, 1999; Ranaweena and Phabhu,
2003). Switching costs can be defined as the costs (both monetary and non-monetary) involved in changing from
one supplier to another (Heide and Weiss, 1995). Switching barriers is consumer specific and its nature varies
depending upon the industry structure and product characteristic (Shy, 2002; Gummesson, 1995). Several studies
have indicated that customers investing time, money and effort define switching costs. This, as a result, affects their
perceptions of the difficulty of switching (Gremler and Brown, 1996; Bansal and Taylor, 1999; Lee et al., 2001).
Bansal and Taylor, 1999, Lee et al., 2001 and Ranaweera and Phabhu (2003) have tested and determined the
positive effects of switching barriers on customer retention. Hence, we can hypothesize that:

Hs: Switching barriers has a direct effect on customer retention.
RESEARCH DESIGN AND METHODOLOGY

This study employs quantitative methodology and uses survey techniques to collect data. The sample size
is 440 Thai tourists, as tallied by the number of questionnaires distributed. Quota sampling was employed at both
destinations, Bangkok and Pattaya. Therefore, 220 domestic tourists were interviewed at each site. Judgmental
sampling was also used to interview tourists at the most popular sites in Bangkok, including shopping centers,
temples, museums and entertainment venues. In Pattaya, the most popular locations include museums, temples,
shopping, and beaches. Convenience sampling was employed in selecting the respondents at each attraction.

Measurements
All measurement items of each construct and its Cronbach alpha level are summarized in Table 1. The
questionnaires were measured by employing a five-point Likert scale ranging from “Strongly Agree” (5) to

“Strongly Disagree” (1). All measures achieved Cronbach alpha beyond the recommended level of 0.60 passing the
minimum requirement (Hair, Bush and Oftinau, 2004: 397).
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Table 1: Reliability of Measurements Used in this Study

Scales Items Cronbach’s Alpha
Satisfaction towards Destinations

- Bangkok .885
- Pattaya .840
Trust towards Destinations

- Bangkok .890
- Pattaya .867
Switching Barriers

- Bangkok .820
- Pattaya .824
Customer Retention towards Destinations

- Bangkok .874
- Pattaya .838

ANALYSIS AND RESULTS
Respondent Profiles

The researcher collected data by interviewing 440 Thai tourists. The results indicated that the majority of
respondents were female (61.1%) and 54.5% were between 25 and 34 years old. They were a) single (65.7%) with
bachelor degrees (68.4%), b) employed in the private sector (56.6%) with monthly incomes between THB 10,001-
15,000 (34.5%) and c) resident in Bangkok (53.2%). The decision to travel by themselves was made by 45.5%.

Structural Equation Modeling (SEM)

The hypothesized model and the competing model consisting of four variables are seen in Table 2. The
hypothesized model is adapted from Ranaweera and Phabhu (2003). It includes all three independent variables
(satisfaction, trust, and switching barriers) that have direct effects on the dependent variable (customer retention).
The competing model is derived from Garbarino and Johnson, 1999 and Liang and Wang (2006), where trust is a
mediating variable of the relationship between satisfaction and customer retention. The result of the comparison
between the hypothesized and the competing models for destinations in Bangkok is shown in Table 2:

Table 2: Standardized Parameter Estimates And Model Fit Statistics
Of The Hypothesized Model And The Competing Model For Bangkok

H: From To Hypothesized Competing
Model Model
Standardized t-value Standardized t-value
Estimate Estimate
Satisfaction Customer
Hqp towards . 0.225** 2.958 - -
L Retention
Destinations
Hay Trust towards Customer 0.188%** 3.848 412% 7.633
Destinations Retention
Hay Switching Customer 0.193* 2.370 1797 3573
Barriers Retention
Satistaction Trust towards
New Path towards - - 1.000*** 13.116

Destinations Destinations
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(Table 2 continued)
Model Goodness-of-fit Statistics

Y 141.098 178.651
df 69 64
ldf 2.045 2.791

p-value 0.00 0.00
GFI .956 946
AGFI 933 912
RMR 073 073
RMSEA .049 .064
AIC 213.098 260.651
CFI 979 967
ECVI 485 594
CAIC 396.222 469.209
PNFI 728 668

Note: * = 0.05, ** = 0.01, *** = .001 based one-tailed t-values: t-value > 1.65 for p < 0.05, t-value > 2.33 for p < 0.01, t-value >
3.09 for p < 0.001 (Malhotra, 2004).

These two models are compared in terms of model parsimony and fit. Four measures (AIC, ECVI, CAIC,
and PNFI) are used to compare the data. The criteria of the better fitted model and greater parsimony are decided by
lower values of AIC, ECVI, CAIC along with the higher value of PNFI. The results from Table 2 indicate that all
three values of AIC, ECVI, CAIC on the hypothesized model (AIC = 213.098, ECVI = .485, CAIC = 396.222) are
lower than those of the competing model (AIC = 260.651, ECVI = .594, CAIC = 469.209). The PNFI value of the
hypothesized model (PNFI =.728) is higher than the PNFI value of the competing model (PNFI = .668). Therefore,
the hypothesized model performs better fit and greater parsimony than the competing model.

The model explains 35.4% of the variance in customer retention. Satisfaction towards destinations performs
the most important predictor (f = .225), followed by switching barriers (f = .193) and trust (B = .188), all of which
have significant positive direct effects on customer retention in Bangkok.

The results of the comparison between the hypothesized model and the competing model for destinations in
Pattaya are shown in Table 3:

Table 3: Standardized Parameter Estimates And Model Fit Statistics
Of The Hypothesized Model And The Competing Model In Pattaya

H: From To Hypothesized Competing
Model Model
Standardized t-value Standardized t-value
Estimate Estimate
Satisfaction Customer
Hqy towards R . 0.159* 1.965 - -
Lo etention
Destinations
Trust towards Customer
Hay Destinations Retention 0.240" 2.713 3687 6.989
Ha, Switching Customer 0.251%%% 5.028 2707 5.509
Barriers Retention
Satisfaction Trust towards
New Path towards - - 1.000%*** 12.748

Destinations Destinations
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(Table 3 continued)
Model Goodness-of-fit Statistics

¥ 95.438 127.869
df 49 49
ldf 1.948 2.610

p-value 0.00 0.00
GFI 966 951
AGFI 945 922
RMR 077 .106

RMSEA .046 061
AIC 153.438 185.869
CFI 982 969
ECVI 350 423
CAIC 300.954 333.385
PNFI 715 .706

Note: * = 0.05, ** = 0.01, *** = .001 based one-tailed t-values: t-value > 1.65 for p < 0.05, t-value > 2.33 for p < 0.01, t-value >
3.09 for p < 0.001 (Malhotra, 2004).

These two models are compared in terms of model parsimony and fit. Four measures (AIC, ECVI, CAIC,
and PNFI) are used to compare the data. The criteria of the better fitted model and greater parsimony are decided by
lower values of AIC, ECVI, CAIC along with the higher value of PNFI. The results from Table 3 indicate that all
three values of AIC, ECVI, CAIC on the hypothesized model (AIC = 153.438, ECVI = .350, CAIC = 300.954) are
lower than those of the competing model (AIC = 185.869, ECVI = .423, CAIC = 333.385). The PNFI value of the
hypothesized model (PNFI =.715) is higher than the PNFI value of the competing model (PNFI = .706). Therefore,
the hypothesized model performs better fit and greater parsimony than the competing model.

The model explains 30.6% of the variance in customer retention. Switching barriers performs the most
important predictor (B = .251), followed by trust ( = .240), and satisfaction towards destinations (p = .159), all of
which have significant positive direct effect on customer retention in Pattaya.

DISCUSSION AND IMPLICATION

In this study, the results showed that all independent variables have strong impact on customer retention in
both destinations. In addition, satisfaction has the strongest effect on customer retention in Bangkok, whereas
switching barriers has the strongest impact on customer retention in Pattaya. This is consistent with the findings of
Edward and Sahadev, 2011 and Raweera and Phabhu, 2003 which suggest that the service firm should employ a
combined strategy of increasing satisfaction and switching barriers depending on product-market characteristics. To
enhance customer retention in Bangkok, satisfaction towards destinations is the main driver for Thai tourists. In
Bangkok, there are several categories of attractions, such as shopping centers, temples, museums and entertainment
and recreation venues which lead to enhanced customer satisfaction. In this study, the majority of domestic tourist
residences is in Bangkok. Hence, switching barriers is the most important determinant for customer retention in
Pattaya. Time, money, and effort are all significant factors that determine switching barriers due to Pattaya’s seaside
attractions, the fact that it is located near Bangkok and the many routes to reach it.

Bangkok and Pattaya are the most popular destinations for Thai tourists. There are two significant
managerial contributions in this study to comply with each destination. In Bangkok, satisfaction and switching
barriers are the main drivers of customer retention. However, in Pattaya, switching barriers and trust are the main
drivers of customer retention. This contribution is consistent with several studies indicating that each destination has
different characteristics and needs to employ the appropriate combined strategy to retain customer loyalty.
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