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Abstract

Consumer Recognition on Use
and Cost of Location—-Based

Applications for Smart Phones

Hyo Jung, Kim
Dept. of Consumer Studies

The Graduate School

Seoul National University

The smartphone users which were only 800,000 persons in 2009
increased by about 9 times in one year to 7.22 million persons in
2010, and as of May 2012 the number has reached 26.7Z2million,
exceeding 950% of the total number of mobile communication
subscribers. As smartphone users increase Locations—-Based Services
(LBS) that utilize consumers’ location information to provide information
about nearby restaurants, banks or available transportations and so on
in real time are being revitalized through Location-Based Applications.
LBS used to provide limited services for the purpose of protection
of security and industries at public level When they were started,
but now they are being expanded and evolved into more personal
services.

The spread of smartphones and commercialization of LBS provided

consumers with an opportunity to obtain the consumption information



around them focusing on ‘themselves’ with ease, and the areas of
services are expanded to various ranges reaching social network and
entertainment.

Smartphones is the optimal devices for providing LBS in that
sense that is easy to be customized, mobile and connected allowing
to users to perform and tasks whenever wherever, However, the
smartphone environment is also extremly vulnerable to issue such
as violation of users privacy in the sense that users still cannot
take full control of the technology.

This study aims to identify the dimensions of benefits and costs
that consumers perceive in utilizing the Location-Based Applications(LBA)
on smartphones through extensive review of previous literature and
to empirically test for the existence of such underlying dimensions
using a consumer survey of smartphone Location-Based Application
users. In addition, this study -categorized the individuals on the
basis of perceived benefit and costs of Location-Based Application
service and analyzed the characteristics of each group.

A web based consumer survey was conducted using a consumer
panel of a professional research firm. The data was collected for 6 days
from April 25", 2012 to May 2"¢, 2012. The survey 400 consumers
in their 20s to 40s. Consumers who had experience in using
Location-Based Applications was ask to participate, and Location-Based
Application Services were explained to the subject before they
participated in the self-reported survey. Descriptive, frequency analysis,
t-test, one-way analysis of variance and cluster analysis were used for
data analysis.

The results and conclusions of this study are as follows.

First, Location-Based Services accounted for about 20% of the
applications used by consumers. The most popularly used Location-Based
smartphone application services reported were transportation and map

services, which ranked as 3" and 6" respectively among all
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smartphone application used by the subjects, and this result suggests
that location based application services are being frequently used by
consumers.

The ratio of fee-based Location-Based Application services(meaning
not freeware) used by subjects was only about 1%. One possible
reason for why consumers use free smartphone Location-Based
Application services more is that most of location based services
rely heavily on commercial sponsors in return for provision of
commercial advertisements. It appears that consumers use only
limited LBS types and most of the service were downloadable for
free. This may be due to the fact that since Location-based
Applications are still at the stage of being introduced, the diversity
of services provided is still limited.

Second, the result of factor identified the underlying dimensions
of benefits and costs of smartphone Location-Based Application
Services perceived by consumers. The results showed that consumers
perceived the cost of exposure of personal information and the cost of
distrust to be relatively high. This suggests that in order for the
Location-Based Application Services for smart phones to be revitalized
in a sound way, the efforts to protect consumer privacy and to build
trust in the market environment are required.

Third, the result of ANOVA showed that there were some
differences in the perceived benefits and costs of smartphone
Location-Based Application Services according to the characteristics
of consumers. Age was found to be significantly related to the
differences in the level of perceived information/economy and
convenience benefits and consumers in their 20’s were found to
perceive the highest level of benefit. However, no other consumer
characteristics were found to be significantly related to perceived
entertainment and personalized services dimensions. It was found

that consumers perceived the benefits of smartphone Location-Based
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Application Services as high regardless of their characteristics since
the services themselves are more generalized services that are not
specially targeted for certain audience. There was, however, significant
differences in the level of perceived costs of smartphone Location—-Based
Application Services according to consumer characteristics.

Fourth, consumers were categorized in to three groups according
to the levels of perceived costs and benefits of smartphone
Location-Based Application Services and they were labeled as ‘benefit
and cost oriented group, ‘cost oriented group, ‘benefit oriented
group’. The mean age for ‘benefit and cost oriented group’ was the
oldest and the income level was the highest among three group.
The ‘cost oriented group’ had the lowest monthly cost for purchase
of applications on average and had the lowest number of
applications used daily. The ‘benefit oriented group’ use the most
number of Location-Based Applications compared with other group,

and their monthly smartphone related bill amount was the highest.

keywords : Smartphones, Location—-Based Services, Applications,
Benefits, Costs
Student Number : 2010-23627
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