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ABSTRACT

MEASURING CUSTOMER SATISFACTION OF AIRLINE THROUGH
SERVICE QUALITY AND PRICE FAIRNESS: CASE OF AIR ASTANA

The primary objective of this study is to examine the relationship between airline service
quality, price fairness and customer satisfaction and to propose the model predicting customer
satisfaction in airline industry. The study also identifies the main dimensions of airline service
quality.

Customer satisfaction results in a long term profitability, customer loyalty, and customer
retention. Satisfied customers are more likely to continue the relationship with service
provider, to spread positive word of mouth and thus help to attract new customers. Hence,
delivering excellent service quality to customers at reasonable price is vital. Price is generally
associated with quality level as customers tend to evaluate service by price paid. Therefore,
price and its fairness are essential factors determining customer behavior. Moreover,
employing yield management techniques in service sectors, especially in airlines, has raised
the issue of price fairness. Therefore, these variables were chosen, their effects and
relationships were examined in current study. The study is based on empirical investigation of
collected data from 282 passengers of Air Astana, Kazakhstan flag carrier, between December
2014 and January 2015. Data was analyzed by Statistical Package for Social Sciences (SPSS)
21.0 with statistical methods like reliability analysis, factor analysis, correlation analysis and
multiple regression analysis.

The findings suggested that the most significant factor influencing customer satisfaction was
“employee behavior to customers” followed by “price fairness” and “service accuracy”. It was
also found that “physical evidence” dimension had insignificant impact on customer

satisfaction. Moreover, dimensionality of price fairness was not confirmed in this study.

Keywords: Kazakhstan; Air Astana; customer satisfaction; price fairness; service quality;

airline.



OZET

HIZMET KALITESI VE FIYAT ADALETI iLE HAVAYOLLARINDA MUSTERI
MEMNUNIYETINI OLCMEK: AiR ASTANA VAKASI

Bu arasgtirmanin temel amaci havayolu hizmet kalitesi, fiyat adaleti ve miisteri memnuniyeti
arasindaki iliskiyi incelemek, ve hizmet kalitesi ve fiyat adaleti sayesinde havayolu
endiistrisinde miisteri memnuniyeti tahmini modelini Onermektedir. Arastirma ayrica
havayolu hizmet kalitesinin temel boyutlarini tespit etmektedir.

Miisteri memnuniyeti uzun vadeli karlilik, miisteri sadakati ve miisteriyi elde tutma ile
sonuclanir. Memnun miisterilerin servis saglayici ile iliskiyi devam etme ve servis hakkinda
olumlu tecriibelerini ¢evrelerine aktarma olasiligr daha yiiksektir, ve boylece yeni miisteriler
cekmek i¢in yardimci olabilmektedir. Dolayisiyla, misterilere makul bir fiyata miikemmel
hizmet kalitesin sunmak biiylik bir 6nem tasimaktadir. Fiyat genel olarak kalite diizeyi ile
iliskilidir, ¢link{i misteriler aldig1 hizmeti 6denen fiyatla goére degerlendiriyorlar. Bu nedenle,
fiyat ve fiyat adaleti miisteri davranislarini belirtebilen temel faktorlerdir. Ayrica, servis
sektorinde gelir yonetim tekniklerininin kullanilmasi, 6zellikle havayollar1 sektorinde, fiyat
adaleti konusunu giindeme getirdi. Bu nedenle, bu degiskenler segilmis ve onlarin etkileri ve
iligkileri bu c¢alismada incelenmistir. Calisma ampirik sorusturmaya, Air Astana,
Kazakistanbayrak tasiyicisi, 282 yolcusunun, Aralik 2014 ve Ocak 2015 tarihleri arasindaki,
verilerinin incelenmesine dayanmaktadir. Toplanan veri giivenilirlik analizi, faktor analizi ,
korelasyon analizi ve ¢oklu regresyon analizi gibi istatistiksel yontemler ile Sosyal Bilimler
icin Istatistik Paketi (SPSS) 21.0 ile analiz edilmistir.

Bulgulara gore miisteri memnuniyetini en ¢ok etkileyen faktdr "calisanlarin miisterilere
davranis1" oldugunu, bunu takiben "fiyat adaleti" ve "hizmet dogrulugu" oldugunu tespit
edilmistir. Ayn1 zamanda "fiziksel kanit" boyutun miisteri memnuniyetine 6nemsiz etkide

oldugu saptanmistir. Ayrica, fiyat adaletin boyutlulugu bu ¢alismada dogrulanmamustir.

Anahtar Kelimeler : Kazakistan; Air Astana; miisteri memnuniyeti; fiyat adaleti; hizmet

kalitesi; havayolu.
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1. INTRODUCTION

This study made attempt to suggest model for predicting customer satisfaction and determine
potential areas of service need to be improved. It integrates the service quality, price fairness
and satisfaction into model for airline industry and examines relationship between these
variables. It also reviews related studies on service quality, price fairness and customer
satisfaction. The significance of this research is that it demonstrates and tests empirically the
existence of relationships between the three concepts: service quality, passenger satisfaction
and loyalty. Measuring customer satisfaction through service quality and price fairness is
expected to help to understand current satisfaction level as there are limited studies done for
Kazakhstan airline industry, particularly about Air Astana. According to the best knowledge
of author of this thesis work, no empirical study have been conducted to investigate the effect
of service quality, price fairness on customer satisfaction in Kazakhstan airline industry.
Level of service quality, particularly superior service quality, helps to differentiate airline
from competing airlines, retain current customers and attract new from other airline, hence
increase market share. It is difficult to evaluate service quality due to distinctive service
characteristics as heterogeneity, intangibility and inseparability, especially in airline industry.
Service quality helps to differentiate firm from competitors, retain current customers and
attract new ones, and create long term profitable relationship. Service quality is tend to be
evaluated by its price as customers associate price level with quality level. Evaluating service
can be challenging due to distinctive characteristics of services, hence making judgments
about price fairness can be challenging as well. Therefore, price fairness is important for
perception of service quality as well. Service quality was taken as variable that may predict
customer satisfaction mutually with price fairness as service quality is considered to be an
antecedent of customer satisfaction. Studying price fairness in service sector is important as
feeling of price unfairness perception may lead to undesirable outcomes. Current research
focuses on customer attitude towards unchanged current price, they were asked to evaluate the
price of their last flight, if they consider price as fair for service delivered by airline.
Customer judgments define price fairness, thus it is purely subjective concept. Airline should
pay much attention to service quality and customer satisfaction while setting prices that can
perceived as fair. To be competitive airline must have satisfied passengers. If customer is

satisfied, he/she is less likely to change flight carrier. They do not consider any other



alternatives if they receive good service quality at reasonable price. Satisfied customers tend
to spread positive word-of-mouth helping company attract new clients. Customer satisfaction
results in a long term profitability, customer loyalty, and customer retention. Hence,

delivering excellent service quality to customers at reasonable price is essential.

In this study price fairness was measured by two dimensions, namely distributive price
fairness and procedural price fairness. Service quality was measured by SERVQUAL
instrument suggesting five dimensions. While customer satisfaction was taken one

dimensional concept and items were adapted from previous studies.

The study focuses on airline industry, which by nature is service sector, particularly on
Kazakhstan airline industry. Service sector of Kazakhstan took 54,2% of GDP as for 2014
(Press Service of the Ministry of National Economy, 2014). Transport sector of Kazakhstan
comprises 15-16% of GDP (Official Web Site of Prime Minister of Kazakhstan, 2015).
Government plans to increase share of service sector up to 60% by 2020, in other words
Kazakhstan economy is going to shift gradually from production to service. To reach this goal
major improvements are needed. The results of the comparative analysis of the various sectors
according to the criteria of "quality”, "accessibility” and "price" revealed that following
sectors, including airline industry, require improvement on the quality, availability and price:
financial services, transportation and logistics, trade, tourism, real estate, professional services

and health care (Press Service of the Ministry of National Economy, 2014).

International Air Transport Association (IATA) projected Kazakhstan to be the world’s
fastest growing passenger market from 2012 to 2016 (IATA, 2012). In addition, IATA
forecasted 20.3% annual growth for Kazakhstan’s international market and 22.5% growth for
domestic market. By the end of 2013 IATA released Forecast 2013-2017 and reported
Kazakhstan as the second fastest growing market in the world with 9% compound annual
growth rate (IATA, 2013). However, current conditions of airports hinder Kazakhstan’s
international airline market growth. The quality of airport infrastructure causes congestions
and delays at airports. Only 11 out of 25 airports are compliant with of ICAO standards. Civil
Aviation Committee announced that it would reconstruct 5 airport runways between 2014 and
2017. Reconstruction of terminals of seven airports would be completed until 2020. The
capacity of two major airports, Almaty and Astana will be increased by 2017 due to upcoming



international exposition EXPO 2017. About 2-3million people are expected to visit
Kazakhstan during the EXPO 2017 (Civil Avation Committee, 2014). Kazakhstan citizens as
well as guests of the country use planes to travel from one city to another due to a huge
territory, as it is world’s ninth largest country®. The country territory is 2, 724, 900 square
kilometers, population of 17,2 million people with population density of 6,3 people per square
kilometer (Kazakhstan Committee of statistics, 2014). Such unique characteristics of country
require thorough planning for future. These upcoming positive changes will influence airline
industry a lot, making service quality and customer satisfaction alongside with price fairness a
major concern for airlines. Therefore, the study gives a snapshot of current situation of civil
aviation of Kazakhstan through the investigation of various literature sources.

This study focuses on Kazakhstan flag carrier Air Astana which holds a dominant position by
competing against Kazakhstani and international carriers serving Kazakhstan air market
(Kazakstan Civil Aviation Committee, 2014). Air Astana plays a great role in the
development of foreign economic relations of Kazakhstan and its integration into the global
economic system. Air Astana helps to enhance transit potential of country, making the
national carrier strategically important for economy and country’s status on international
arena. This research is of special significance to Air Astana. It is anticipated that the results of
this study will be especially beneficial to Air Astana as they are going to face increased

competition and launch more flights over the world.

The main purpose of this study is to examine relationship between price fairness, service
quality and customer satisfaction in the airline industry context. This study aims to determine
the model that better predicts customer satisfaction by the means of price fairness and service
quality dimensions. This study is expected to contribute to understanding how airline
passengers form their satisfaction judgments. The current study is different from previous

works in following aspects:

¢ ldentifies significant service quality dimensions for Kazakhstani airline
e Adds price fairness as important factor for predicting customer satisfaction
e Examines influence of price fairness and service quality dimensions on customer

satisfaction

! The territory of Kazakhstan is almost 3.5 times larger than territory of Turkey
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e Empirically tests a suggested conceptual model of customer satisfaction model with

independent variable as price fairness and service quality

The following part of the study gives details about the history, development, current situation
and issues of Kazakhstan airline industry. The general information about focus of study, Air
Astana, is given in this section as well. The second part explains service quality, price fairness
and customer satisfaction. Literature review is followed by methodology part containing
information about research methods, proposed model and measurement scales. Then, the
results of various statistical analysis implemented to collected data (N = 282), model testing
are presented. The discussion part includes the explanations and literature comparison with
findings. Conclusion part emphasizes main research findings, states limitations, contributions

and suggests implications and directions for future research.



2. BACKGROUND OF STUDY

2.1 Transport in Kazakhstan

Kazakhstan has all types of transport: rail, automobile roads, pipeline (oil and gas pipelines),
waterways and air. Each mode of transport in Kazakhstan has its own sphere of profitable
application depending on the nature and distance of transportation.

Kazakhstan within its huge territory has steppes, mountains, rivers, lakes, and no ocean. The
largest lakes in the country are Caspian Sea, Alakol and Balkhash. The Caspian Sea is
considered to be the world’s largest lake and likewise other lakes in Kazakhstan, it is not used
for public transportation. It is actively used for crude oil extraction and gas, salt, limestone
mining works (Visit Kazakhstan, 2014). Rivers are too narrow to launch ferries, in Astana,
capital of Kazakhstan, passenger ships are launched for sightseeing purposes. Therefore,

maritime transportation is not used as a public transport.

On the other hand, wide steppes and diverse landscape allows building railways and
automobile routes. As Kazakhstan was the part of USSR, railways were inherited from that
period, and some railway routes are not optimal anymore. For example, rail route Uralsk -
Aktobe lies through territory of Russia, how both cities are located in western-north of
Kazakhstan. Railway is considered as the slowest type of transportation. The route Almaty —
Mangyshlak takes 70 hours and 13 minutes to get to the final destination, which is almost 3
days, and its length is 3269 km (Academic, 2014). For sure, a lot of reconstruction and
improvement were done since the collapse of Soviet Union. Now there is fast moving trains
also known as electric locomotives for both freight and passenger services, which keep to
serve passengers concurrently with normal speed trains. Newly arrived trains significantly
reduce travel time. For example, ordinary most popular rail route Almaty — Astana?® takes 21
hours 2 minutes, while it takes fast train to get there 12 hours 44 minutes (Vsepoezda.com,
2015). Both train work on daily basis, customer now has choice. However, price of fast train

ticket is 2.5 times expensive than normal speed train (VVsepoezda.com, 2015).

Road transportation is on third place after railways and pipelines by economic significance to

country’s economy. Advantage of road transport over railways is its density which 6 times

2 Rail route from ex-capital Almaty to current capital Astana
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higher than railways (Mozharova, 2011). In 2010, 90% of passenger transportation belonged
to road transport including buses and privately owned automobiles. Buses go to the most of
the cities and villages in country. Buses are the most popular and affordable mode of
transportation but still not safest way to get from one city to another. During 2003-210
number of buses increased by 1.5 times and almost 60% of buses belonged to private
companies (Mozharova, 2011). Taxi is another comfortable alternative, yet not always

affordable, used for short haul routes, which takes at most 8 hours.

2.2 Civil Aviation in Kazakhstan

Geopolitical location of Kazakhstan in the world and significant remoteness cities and towns
due to the vastness of the territory of the country cause in a particular demand for transport
services in both the international and national level. Air transportation of passengers and
cargo take a significant place in the economy of Kazakhstan. Effective use of the transit
potential of the country is aimed at obtaining additional income for civil aviation industry and

maintaining high dynamics of its development.

During Soviet Union time there was airline “Aeroflot”. Aeroflot was the only airline in
USSR, and passengers had no choice except Aeroflot. Airline operated mainly domestic
flights, however it had huge network allowing to reach 5 continents namely Europe, Asia,
Africa, North and South America with long haul international flights (Skorobutov, 2013). It
was the largest airline in the world until 1991 then Aeroflot broke into hundreds of small
airlines. Current Aeroflot is rebranded version of Russian airline left from that period.
Collapse of Soviet Union caused the breakdown of civil aviation in former USSR countries as
well as emergence of new airline and development of new aviation industry in those

countries. Newly independent countries organized their own airlines as did Kazakhstan.

Civil aviation of Kazakhstan has considerably changed since its independence, number of
airline has increased following by increased number of flights, reconstruction of airport was
done improving the ground infrastructure. Certainly, airline service quality in turn customer
satisfaction should be improved considering price as well. Kazakhstan got its independence
on 16th of December in 1991, after being a part of USSR for more than seventy years. Since
then growth of the civil aviation of independent Kazakhstan had started. History of

Kazakhstan’s airline industry starts with establishment of first national airline called



“Kazakhstan Airlines”, founded in 1992, and declared bankrupt by government in 1996. New
airline “Air Kazakhstan” was founded in 1996, which also eventually bankrupted in 2004 (Air
Kazakhstan, 2004). Financial instability of Air Kazakhstan played great role to the emergence

of new airline called “Air Astana” in 2001, performing its first flight in 2002.

According to the results of the International Civil Aviation Organizations (ICAO) Universal
Safety Oversight Audit Program (USOAP) in 2009, two significant drawbacks related to
flight safety were revealed. One of them was the certification of aircraft operators and the
second was issuance of the Certificate of Airworthiness (MID of the Republic of Kazakhstan,
2013).Flight safety Committee of the European Commission has included all airlines,
registered in Kazakhstan, in the "black list". “Black list” is a list of word’s commercial
airlines banned to fly to the European Union (EU) countries. Air Astana got restrictions on
flights frequencies and routes to Europe. However, in 2014, all restrictions for Air Astana
were removed as company could prove compliance of its aircrafts to European safety
requirements while other airlines are still in “black list”. This fact undermines the credibility

and prestige of Civil Aviation of Kazakhstan in the international air market.

Between 2000 and 2012, flights of Kazakhstani airlines increased more than 2.7 times, the
number of passengers increased by 6 times. In 2000, twenty three thousand flights were
operated with total of eight hundred thousand carried passengers (MID of the Republic of
Kazakhstan, 2013). In 2012, number of flights reached to sixty-three thousand with 4.6
million passengers. Key figures for the civil aviation industry are presented in following
Table 1 (Kazakstan Civil Aviation Committee, 2014).

Table 1: Key Figures for the Civil Aviation Industry of Kazakhstan

2011 2012 2013 2014
Passengers carried (miIn people) 4,1 4,6 5,0 55
Freight turnover (thousand tons) 29,4 19,6 24,0 19,6
Passengers served (min people) 8,1 9,0 9,7 10,7
Air transit (min.a.km) 155,7 164,4 171,3 179,8

Source: Main indicators of civil aviation industry. Kazakhstan Civil Aviation Committee,

2014




In 2011, total of 4,1 million passengers were carried by Kazakhstani airlines, 4.6 million in
2012, 5 million in 2013. It is forecasted increase by 10% and reach 5,5 million by the end of
2014 (Kazakstan Civil Aviation Committee, 2014). As it is seen from Table 2 freight turnover
had unstable dynamics caused by world economic downturn and ban to fly to EU countries.
While other figures showed constant increase in a given period. Due to increasing demand for
air transportation services, on national and international level, infrastructure of civil aviation

sector should be improved to meet high international standards.

2.3 Kazakhstani Airlines

Currently, there are 56 registered airlines and only 5 of them, namely Air Astana, SCAT, Bek
Air, Zhetisu and Zhezkazgan Air, operate scheduled flights. While 20 airlines operate non-
scheduled flights, 3 airlines perform cargo transportation and 28 operators perform aerial
work (Civil Avation Committee, 2014). The biggest players in commercial airline industry of
Kazakhstan are Air Astana, SCAT and Bek Air. According to information of Civil Aviation
Committee of Kazakhstan market share of Air Astana is 75% (detailed information about Air
Astana will be given in section 2.5), SCAT 25%, other airlines have 5% in domestic market
by the beginning of 2014 (Ministry of Transport and Communications, 2014). History of
Kazakhstan’s airline industry starts with establishment of first national airline called
“Kazakhstan Airlines”, which was founded in 1992 based on Kazakh division of Aeroflot,
former Soviet Union airline. Kazakhstan Airlines had unstable financial position during 1995
- 1996 years, and was in deep economic crisis. The result of audit showed that existing tariffs
for air travel did not cover current expenses, and there were loss from continuing the flights
(Resolution of the Government of the Republic of Kazakhstan, 1996). In November 1996,
Boing 747 of Saudi Arabian Airline and I1-76 of Kazakhstan Airlines had mid-air collision
killing 349 people on the board. Neither any passengers nor crew members survived. It has
the highest death toll of mid-air collision (Aerospace Technology, 2014). In the same year, by
the resolution of government of Republic of Kazakhstan new national airline “Air
Kazakhstan” was founded, assets of Kazakhstan Airlines were transferred to new airline as it
was declared bankrupt by government. However, “Air Kazakhstan” could not operate well,
financial position was also unstable and eventually airline declared bankrupt by the decision
of court in April 2004 (Air Kazakhstan, 2004).



“SCAT” airline was founded in 1997, headquartered in Shymkent, South Kazakhstan. It
operates 44 domestic, 22 international flight and agricultural works for chemical processing
of fields. “Bek Air” was founded in 1999 as operator of VIP flights. Nowadays it operates
regular 12 domestic flights (Bek Air, 2015). “Zhetisu” airline operates only Taldykorgan —
Astana — Taldykorgan route. “Caspiy” airline has charter flights from its main hub Aktau.

“Avia Jaynar” airline has charter flights from its main hub Kostanay.

A new airline “Air Kazakhstan” was registered as legal entity in 2014. “Samruk-Kazyna”
National Welfare Fund had held 49 percent of shares. Business plan for new airline was
developed by Civil Aviation Committee. Currently, it is planned to sign a contract with
Bombardier, Canadian multinational aerospace and transportation company, to buy aircrafts.
First flight is scheduled to the second half of 2015 (Ministry of Transport and
Communications, 2014). On 6™ of February 2015, Chairman of the Civil Aviation Committee
of the Ministry of Investment and Development of the Rebuplic of Kazakhstan, Beken
Seidakhmetov, announced that airline is renamed to “Kazakh Air” and National Welfare Fund
“Samruk-Kazyna” gives 100% of funding (Seidakhmetov, 2015).

2.4 Kazakhstan’s Civil Aviation Development Issues

Development of Kazakhstan’s civil aviation is challenging and important as the transport
system plays significant role in the economic development of the country. Air transport plays
an important role in socio-economic development of the country. The air transport system
provides the conditions for economic growth, increases the competitiveness of the national
economy and quality of life. Transportation affects the efficiency of economic relations and
the mobility of the population. It brings together regions of the country distant from each
other, improves the quality of life and level of business activity. It strengthens the territorial
unity of the country and creates more favorable conditions for the realization of the potential

economic and social opportunities in each region.

President of the Republic of Kazakhstan signed a “Program of Development and Integration
of Transport Infrastructure System of the Republic of Kazakhstan to 2020” in 2014 (Akorda
Press, 2014), in order to meet the needs of the population and the economy through
developing and maintaining quality and safety standards. The program contains the short and
long term plans for the development of civil aviation. Beside the high capital investment to



establish and run airline there are other problems in civil aviation of Kazakhstan like

infrastructure, lack of trained flight and ground staff and violation of safety rules.

2.4.1 Infrastructure

Currently, country has 20 functioning airports, 15 of them have international status, including
11 airports that obtained ICAQO category after the reconstruction: 8 airports hold ICAO |
category, one airport holds Il category, and airports of Astana and Almaty ICAO take IlI
category (MID of the Republic of Kazakhstan, 2013). Over the past ten years the
reconstruction of runways, terminals and other infrastructure was performed in the half of
total airports. The main problems of aviation sector are followings (MID of the Republic of
Kazakhstan, 2013):

e Lack of technical equipment of a significant number of airports and deterioration of
ground infrastructure

e Lack of production capacity of buildings to perform air transport operations

e Outdated specialized equipment park that cannot serve the aircrafts promptly and
efficiently

e Worn out communications of all kinds of energy supply, lightening and sewerage.

¢ In addition, conditions of runways, lack of a modern special vehicles, light and radio
navigation equipment at airports of local significance makes operation of jet aircrafts

impossible.

2.4.2 Human Resources Shortages

To overcome shortage of flight and ground personnel airlines have started to launch training
programs and open training centers. Air Astana has launched Initial Pilot Preparation Program
Ab-Initio in order to cope with pilot shortage and decrease Air Astana’s dependence on the
world market for pilots. In 2012, Air Astana had about 100 foreign pilots and 200 local pilots
(CAPA, 2012). Also airline SCAT established its own Aviation Training Center for training
and retraining of pilots, technical staff and flight attendants in 2007 (SCAT, 2015).

There is Academy of Civil Aviation founded in Almaty, Kazakhstan. Foundation of Academy
started in 1937, till 1995, it served as educational and counseling center of the Kiev Institute
of Civil Aviation Engineers and only then it took status “Academy of Civil Aviation”.
Academy of Civil Aviation provides training of flight engineers, flight, technical and
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maintenance staff. The Academy has flight simulators, two training aircraft Yak-40,
educational laboratories to train, improve skills and retrain flight and technical staff
(Academy of Civil Aviation, 2015). Also, there are Republican State Enterprise (RSE) "State
aviation center" deals with the initial training of flight crews for civil aviation and for pre-
conscription young people for Military Institute of Air Defense of the Armed Forces of the
Republic of Kazakhstan and private institution "Ural flight training school".

2.4.3 Flight Safety Issues

Flight safety should be the top priority of every airline. During the period between 2009 -
2014 years, 22 aviation accidents were registered in Kazakhstan. According to statistics,
about 160 people died, and 67 people survived. Cause of the accident in 14 (64%) cases was
the human factor (crew error, pilot error), including 8% of cases affected by the weather
conditions. Information on the results of investigations of the remaining cases are not revealed
and/ or closed. The highest cases of crashes are for 2013 with 8 crashes, 2 cases for 2014, 6
cases for 2010 and 4 cases for 2009. The safest year was 2011 with no crashes (Kazakhstan
Public-Private Partnership Center, 2015). 2015 started with crash of An-2 aircraft crash with 6
fatalities (KazInform, 2015).

2.5 Background of Air Astana
In this section, information about airline chosen for this study, Air Astana, is given. Section
includes general information, passenger profile and information about fleet, hubs and

codeshare agreements.

2.5.1 General Information
Air Astana is a full-service carrier offering checked bag allowance, an allocated seat,
entertainment and a meal with beverages on the board. Full service carrier is described by
following elements (Cento, 2009):

e Core business: passenger, cargo and postal services

e Hub-and-spoke network: optimization of connectivity in the hub

e Global player: operating domestic, international routes. Air Astana do not operate

intercontinental flights for now.
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e Alliances development: being part of alliances which allows to enlarge network. Air
Astana, currently is not member of any alliances, it uses only code-share and interline
agreements.

e Vertical product differentiation: in-flight and ground service, electronic services

e Customer relationship management: loyalty programs, frequent flyers programs.
Airline has its own frequent flyers program ‘“Nomad Club”.

¢ Yield management and pricing: using yield management to maximize revenue

e Multi-channel sales: FSC cover following channels: selling tickets through
intermediaries, official web site, airline call centers, ticket booking and selling offices
in city or at airport.

e Distribution system: distribution system is technologically supported by external
companies called Global Distribution Systems (GDSs). The wide spread ones are
Galileo, Amadeus, WorldSpan etc. Air Astana uses Amadeus GDS.

Air Astana is a joint venture of the National Welfare Fund “Samruk-Kazyna” JSC and BAE
Systems, holding 51 % and 49% of shares, respectively (Air Astana, 2014). It has IATA
membership and IOSA certification. It is the first four-star airline in East Europe and the
Commonwealth of Independent States (CIS) awarded by SkyTrax in its World Airline
Awards 2013 (World Airline Awards, 2013).

Air Astana is the only one national airline of Kazakhstan since 2001. Being flag carrier is
huge responsibility as it represents the whole nation, but fact of being national airline does not
necessarily mean having superior service nor fair prices. Air Astana is strategically important
for Kazakhstan status and economy as well as it holds dominant position in domestic market.
Air Astana links together all parts of the country, which is a prerequisite of its territorial
integrity and unity of its economic space. Moreover, airline links the country with the world
community, promotes the development of foreign economic relations of Kazakhstan and its
integration into the global economic system. The favorable geographical position allows
Kazakhstan to receive significant revenues from the export of air transport services and
enhance transit potential. Having national airline ensures the defense capability and national
security of country. All of these factors make national carrier strategically important and

make air transportation prioritized sector of the economy.
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Air Astana should constantly improve service quality and customer satisfaction as
competition becomes more intense. Establishment of new national airline “Kazakh Air” will
effect current position of Air Astana in all aspects. In addition, Kazakhstan air market is
currently served by 29 international carriers operating scheduled flights including 3 low cost
airlines: Air Arabia, Pegasus, and Fly Dubai (Kazakstan Civil Aviation Committee, 2014).
Air Astana should stay competitive by satisfying its customers and justifying price to be

perceived as fair.

Air Astana faces flight delays and cancellations. Due to flight delays some passengers miss
their connecting flights, that leads to indignation and decrease in customer satisfaction
(Harvey, 2012). The reasons for flight delay and cancellation can be various in type. The
common reason is weather conditions, to mention here main hub of Air Astana is Almaty,
which is located in foggy area, which usually causes numerous flight delays. Another reason
is airplane maintenance problems and technical defect of plane. On-time performance is one
of the indicators of operational efficiency. Flight is “on-time” if departure and arrival of
aircraft does not exceed 15 minutes from scheduled time. For 2014, Air Astana’s on-time
performance was 88,5% (Air Astana, 2015b). Mazzeo (2003) in his study found that flight
delays were more common and longer in duration on flights where only one carrier provided
direct service and if the flight passed through an airport where the airline represented a large
share of the overall flights. Moreover, study showed that airlines had no incentive to improve
this area of service quality since customers had little choice in carriers and this may be the

case for Air Astana.

Nowadays, passengers are more likely to prefer to fly by Air Astana due to the recent airplane
crash of competing local airline, SCAT?, regardless of higher prices. Hence, frequent use of
Air Astana may not be directly related with the level of service provided. Airfare prices of Air
Astana is higher than other domestic airlines. In Table 2, prices in Kazakhstan tenge (KZT)

3 SCAT’s CRIJ- 200 crushed while trying to land in thick fog performing domestic flight from Kokshetau to
Almaty airport on 29 January 2013. All 16 passengers and 5 crewmembers died (Aviation Safety Network,
2013)
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and in US dollars (USD)* are given on domestic flights, in case of booking one month earlier
prior to flight (Blizzard, 2015).

Table 2: Price Comparison on Domestic Flights of Air Astana, SCAT, Bek Air

Airline Air Astana SCAT Bek Air
. Round Round Round
Destination | Currency | One way Trip One way Trip One way Trip
KZT 26420 45695 13497 27412 10497 25412
Astana
usD 142,77 246,93 72,94 148,13 56,73 137,33
KZT 17418 39615 13497 27054 - -
Shymkent
usD 94,13 214,08 72,94 146,20 - -
KZT 27546 52915 22497 46222 20497 42222
Aktau

usD 148,86 285,95 121,57 249,78 110,76 228,17

Source: Adapted from Blizzard.kz on http://avia.blizzard.kz/?bids=369157.

As it is seen Air Astana’s prices are considerably higher than other two airlines. It should be
mentioned, that Air Astana have more number of flights on any flight destination mentioned
above with more convenient time of arrival and departure. Due to the low competition on
domestic routes Air Astana keeps ticket price high, while on international flights it faces
competition and has to lower the prices (Nursapayeva, 2014). Therefore, higher price rises the
issues of price fairness. The prices and service quality are perceived by customers differently.
Customer reviews about current performance of Air Astana, service quality and prices are
available on internet, on online-forums, Facebook pages® which are full positive as well as

negative reviews, articles and the most recent authentic stories.

2.5.2 Passenger Profile
Passengers flying on Air Astana are mostly business travelers and Kazakhstani citizens
travelling on vacation on domestic as well as international flights (Asian Aviation, 2011). In

4 Prices in US dollars was calculated based on Official Foreign Exchange Rates of National Bank of Kazakhstan.
The exchange rate was 185.5 USD/KZT as for 19.02.15

5 “ITporus npomsBona AirAstana” facebook page, created by passengers, has 2 387 member as for 18.02.2015
(Facebook, 2015). Passengers generally share negative experiences on this page.
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2013, Air Astana carried 3.68 million passengers which is 13% more than previous year 3.24
million in 2012. International passengers grew 24 % to 1.56 million, while domestic
passengers grew by 7 % in 2013. Positive changes in numbers are related to growing GDP
and population of country. Passenger load factor is 65.4 %, it declined in 2013, down 2.2%
point from 67.6 % in 2012, following the introduction of numerous new international routes
(Air Astana Annual Report, 2014). New routes tend to show low load factor before its mass

popularization which leads to decrease in overall load factor.

2.5.3 Fleet, Hubs and Code-shares

Airline operates a modern fleet of 30 Western-made aircrafts and plans to expand fleet to
more than 37 by 2020. Currently there are four basic aircraft types in its fleet: Boeing 757,
Boeing 767, Airbus 320 family (319, 320, 321), and Embraer 190. Expansion is expected by
arrival of Boeing 787 towards the end of the decade. The average age of fleet was 6.4 years in
2013, and it is expected to fall to 5.6 years by the end of 2014. This young fleet age is due to
the significant fleet renewal, with 3 new aircraft in 2011, 6 in 2012, 7 in 2013, and 5 in 2014,
for a total of 21 new aircraft in this period. For comparison, SCAT, Air Astana’s main
competitor in domestic market, has 18 aircrafts, its fleet consists of Boeings (767-300, 757-
200, 737-700NG, 737-500, 737-300) and Bombardier CRJ 200. Bek Air, operator of domestic
routes only, has fleet of only Fokker-100.

Air Astana operates international flights from three main hubs: Almaty, Astana and Atyrau.
Almaty, main long-haul hub, is located on south east of country, while Astana is on north and
Atyrau northwest of Kazakhstan. Air Astana is geographically well positioned which allows
to operate connecting flights to Far East with Central Asia. Air Astana operates 20 domestic
and 43 international flights. Air Astana has code-sharing agreements with Austrian Airlines,
Asiana Airlines, Etihad Airways, KLM, GTK Rossiya Airlines and Turkish Airlines. Also
company has interline partnership agreements with more than 100 other carriers, allowing
passengers to choose over almost 400 destinations worldwide (Air Astana Annual Report,
2014). Currently Air Astana is not the member of any global alliances. Alliances SkyTeam,
OneWorld and Star Alliance have offered Air Astana with offers to join them due to growing
Central Asian market (Mathews, 2014).
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3. LITERATURE REVIEW

This section attempts to conduct a thorough literature review of the variables of conceptual
model suggested in this study: service quality, price fairness and customer satisfaction. The
following section explains service quality, conceptualizes and reviews price fairness, then

discusses customer satisfaction.

3.1 Service Quality

This section includes notions of service, service characteristics, perceived quality and service
quality. Model for measuring service quality is described as well.

3.1.1 Service

Countries with developed economies have shifted from manufacture of goods to production of
services. Service industry creates the job and in some developed countries it comprises a
greater proportion of GDP. At the same time, there is no pure service or tangible goods
industry. To render service firm needs supporting goods, for example aircraft is needed to
perform transportation service. In the meantime, goods require supporting services. To sell
any product salesperson is needed to provide all related and detailed information about
specific characteristics of the product. Service is defined as “any act or performance that one
party can offer to another that is essentially intangible and does not result in ownership of
anything. Its production may or may not be tied to a physical product” (Kotler, 1988).
Services are dificult to define with one single definition as there various service types.

3.1.2 Service Characteristics

Services have a number of distinctive characteristics that differ it from tangible goods
(Parasuraman, Zeithaml & Berry, 1985). First is intangibility of services, meaning that
customer cannot taste, feel, smell, see and hear the service, before actual purchase and
delivery. It can only be experienced as it is delivered. Passenger cannot try or know how
flight will be performed before the experiencing it. Inseparability implies that service is
created and consumed in the same period of time. As plane takes off, customer starts to
consume the service. Heterogeneity of services means that service output is always somewhat
different from previous output. Airline does not provide the same level of service quality
because each flight is operated by different pilots, flight attendants, ground and office stuff.
Perishability and fluctuating demand suggests that services are perishable and cannot be

stored. Fluctuating demand causes empty seats in aircraft during dead seasons. These unique
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characteristics of services require good planning, pricing and promotion strategies for airlines
to remain profitable.

3.1.3 Perceived Quality

According to Zeithaml (1988) quality is defined as “supriorety or excellence” and perceived
quality as “the consumer’s judgment about a product’s overall excellence or superiority.”
Aaker (1991) stated that perceived quality is “the customer’s perception of the overall quality
or superiority of the product or service with respect to its intended purpose, relative to
alternatives”. Perceived quality differs from objective quality as it relied on customers’ own
perceptions and judgments while objective quality represent certain measurable characteristics
of service or product. Therefore, perceived quality of product or service is subjective.

3.1.4 Service Quality

Scholars have defined service quality in different ways. Service quality is “an attitude formed
by a long-term, overall evaluation of firm’s performance” by Hoffman & Bateson (2008,
p.319). “Extent to which the service, the service process and the service organization can
satisfy the expectations of the user” by Kordupleski, Rust and Zahorik (1993, p. 85).
Parasuraman, Berry and Zeithaml (1985, p.42) defined service quality as a “measure of how
well the service level delivered matches customer expectations. Delivering quality service
means conforming to customer expectations on a consistent basis.” Bhat (2010, p.640) stated
that, “The very nature of service implies that it must respond to the needs of the customer the
service must meet or exceed customer expectations.” Oliver (1997) argues that service quality
can be described as the result from customer comparisons between service expectations and
perceptions of actual service. If expectations are met by perception the service is considered
as good, if expectations are greater than perceptions, the service is perceived as bad. If
perceptions are greater than the expectations then service is considered to be excellent. This
study employs the definition of service quality which is based on comparison and match of
expectations and actual service perception (Oliver, 1997; Parasuraman, Zeithaml, & Berry,
1985).

Service quality is important for both sectors: service and product sectors as products cannot
be sold without complementary service. In most cases, service quality becomes the only
factor that differentiates service providers. Airlines have almost the same types of aircrafts,
the same routes but service delivered is different. Moreover, it varies from one airline to

another. Customer, in our case passenger, should define level of service quality, not airline.
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However, some passengers are less likely to obey basic rules of safety during flight and get
warnings from crew members and may possibly take it to heart. There are rules of airline as
well as basic safety rules that passengers should comply with. In 2012, 351 cases of
destructive behavior of Air Astana passengers were registered (Kapital.kz, 2013). According
to statistics, in the first half of 2013, passengers of Air Astana were part of 141 cases of
destructive and inappropriate behavior, 105 out of 141 cases took place during flight. Almost
half of incidents were related to smoking in aircraft, other incidents were for verbal abuse of
flight attendants and refusal to obey the safety instructions, some passengers tried to pass to
cockpit (KazInform, 2013).

Service provider should meet customers’ expectations, if it fail to meet them it can result in
decrease in profitability and negative word of mouth. Positive relationship between service
quality and profits, market share, return on investment, customer satisfaction, buying
intention were proven. Therefore, service quality is vital for firm to be competitive and
successful. For customers it is easier to evaluate goods’ quality than service quality due to
tangible cues. During evaluation outcome of service as well as the process of service delivery
are considered (Parasuraman, Zeithaml & Berry, 1985).

Studies in airline industry showed that there were wide variety of service quality dimensions
that affect service quality perception. Baker (2013) examined the data from US Air Travel
Reports for period 2007 to 2011 and found that low cost carriers outperformed traditional
legacy airlines by service quality. Dimensions as on-time arrival, denied boarding,
mishandled baggage and customer complaints were considered. Overall US airline industry
showed noticeable improvements for that period. Pakdil & Aydin (2007) measured service
quality of Turkish Airlines by using weighted SERVQUAL method. Results indicated that
“responsiveness” was the most important dimension and “availability” was the least
important. Also study revealed that gap scores were significantly different for customers with
different education level, flight frequency and purpose of travel. Park, Robertson, & Wu
(2004) in their study on Korean travelers found that passenger expectations have a positive

effect on perception and negative effect on passenger satisfaction.

3.1.5 Measurement of Service Quality
There are variety of models used to measure service quality and its dimensions. Gronroos

(1984) proposed that there are three dimension of service quality in total: technical, functional

quality and corporate image.
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e Technical Quality stands for what the consumer receives as a result of his interactions
with a service firm
¢ Functional Quality is how customer gets the technical outcome
e Corporate Image is “the result of how the consumers perceive the firm” (Gronroos,
1984, p.38-39).

Rust and Oliver (1994) proposed a three dimensional model which consist of the service
product (i.e. technical quality), the service delivery (i.e. functional quality), and the service
environment. Haywood-Farmer (1988) suggested that three dimensions of service quality
were professional judgment, physical processes and people’s behavior. All dimensions are
based on only behavioral terms and thus this model may not properly serve to understand
service quality. Cronin and Taylor (1992) stated that service quality should be measured by
performance rather than the perception-expectation SERVQUAL model (see following
section). Researches proposed SERVPREF which is performance-only measure research
instrument meaning that service quality measures are based only on consumers’ perceptions
of the performance. They conducted series of studies across four industries: banks, pest
control, dry cleaning, and fast food. These studies proved that SEVRPREF outperform
SERVQUAL. However, SERVQUAL scale is widely used by service firms and identified as
the appropriate service quality measurement tool in marketing textbooks and journal articles
(Brady, Cronin, & Brand, 2002). Thus researchers have not reached consensus relative to the
superiority of performance-only measures of service quality. Brady and Cronin (2001)
proposed a hierarchical model with three primary dimensions of service quality: outcome
quality, interaction quality, physical environment quality. Each of these dimensions have
three sub dimensions as following:

e Interaction quality consists of attitude, behavior and expertise

e Physical environment quality: ambient conditions, design, and social factors

e Outcome quality: waiting time, tangibles, and valence.
Some scholars propose to measure airline service quality through safety, timelines and price
(Gourdin, 1998), while others by food and beverage, timely luggage transport, seat comfort,
the check in process, and in-flight service dimensions (Elliott & Roach, 1993).
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3.1.6 Service Quality Model

For current study SERVQUAL instrument was used to measure service quality due to it good
reliability and validity, simple structure and ease of use. Items of SERVQUAL scale were
adapted to airline industry in order to fit in the current study. SERVQUAL was the first
comprehensive model designed for evaluating service quality (Wirtz & Shamdasani, 1997).
Parasuraman, Zeithaml and Berry (1985) identified ten dimension used to assess service
quality. These dimensions were tangibles, reliability, responsiveness, communication,
credibility, security, competence, courtesy, understanding the customer, access. These ten
dimensions consisted of 97 items which were tested later in five different service industries.
After refinement of this research instrument Parasuraman, Berry, & Zeithaml (1988) proposed
new “SERVQUAL” model with 5 dimensions consisting 22 items to measure the service
quality. The final five dimensions were three original and two combined dimensions. These
dimensions are tangibles, reliability, responsiveness, assurance, and empathy. Assurance and
empathy are combined versions of original seven dimensions. The SERVQUAL’s five

dimensions’ definition are given below:

e Tangibles are the appearance of physical facilities, equipment, personnel,
communication materials and all kinds of tools that are used for providing service.
o Reliability is ability to perform the promised service dependably and accurately.
e Responsiveness refers to willingness to help customers and provide prompt service.
e Assurance refers to the knowledge and courtesy of employees and their ability to
instill trust and confidence to customers.
e Empathy stands for caring, individual attention given to customers.
SERVQUAL instrument is made up of two parts, first 22 items measure expectations and the
second part has the same 22 measurement items for the actual perception of service.
SERVQUAL has good reliability and validity (Parasuraman et al.,, 1988). However, Cronin
& Taylor (1992) could not replicate SERVQUAL in number of sectors as bank, dry cleaning,
pest control and fast food. Despite criticism, SERVQUAL remains the most commonly used
model for evaluating service quality. SERVQUAL is used to measure service quality in
airline industry as well (Gilbert & Wong, 2003; Park, Robertson, & Wu, 2004; Pakdil &
Aydin, 2007; Aydin & Yildirim, 2012).
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3.2 Price Fairness
This section explains what is price, pricing decisions, terminology of price fairness. It also

gives explanation of price fairness concept and how price fairness can be measured.

3.2.1 Price
Price is one of the 4 P’s of marketing mix which is used to get potential customers’ attention

and induce to purchase company’s products or services. Pricing is one of the most difficult
decisions in marketing because of intense competition. Price can be perceived differently by
consumers, high or low price may confuse customer, as usually price is directly associated
with quality level. Price is defined as “the amount of money charged for a product or services
or the sum of the values that consumers exchange for the benefits having or using the product
or service” according to Kotler and Armstrong (1996, p.353). Price has been the major factor
affecting buyer choice in recent decades. Pricing decision is important because customers
have alternatives to choose from other firms. Price is used as a basis of comparisons between
brands. If product is priced too high, customers may not buy, and if it is priced too low the

firm may not achieve the profit levels necessary to continue run business.

3.2.2 Pricing
Pricing is essential as it affects revenue and identifies customer behavior. Pricing decision

include determination of price structure, price levels, short- and long-term price changes.
Pricing decision is affected by external factors such as target market, competitors, suppliers
and governmental regulations. Morever, internal factors as marketing objectives, marketing
mix strategies as all P’s should be consistent, costs and organizational considerations affect
the pricing decision. Hence, pricing is complex process that require thorough planning and
market knowledge. Berman & Evans (2009) suggest that there are three basic pricing options:
discount orientation for price-oriented customers, at-the-market orientation for middle class
and upscale orientation for high income customers. Nowadays, marketer use various types
pricing techniques to increase sales and maximize the revenue. Yield management also
known revenue management is widely used in service industries like airline, hotel, rental
services and in tourism industry (see section 3.2.6). Emergence of various pricing techniques

have risen price fairness issue.
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3.2.3 Terminology of Price Fairness

Price fairness is named differently in various literature sources as price fairness, perceived
price fairness and price unfairness. Term price unfairness is least used in literature (Bolton et
al., 2003; Campbell, 1999). Term price fairness is used more frequently (Bolton & Alba,
2006; Hanif et al., 2010; Herrmann et al., 2007; Kukar-Kinney, Xia, & Monroe, 2007; Martin
et al., 2009; Maxwell & Comer, 2010; Xia et al., 2004) than term perceived price fairness
(Bolton, Warlop, & Alba, 2003; Dai, 2010; Kimes & Wirtz, 2003a; Ferguson & Ellen, 2013),
however some scholars use these terms interchangably throught their works. The current
study uses term price fairness as term price fairness already implies the perception which does

not require word “perceived”.

3.2.4 Price Fairness

Studying price fairness in airline context is important as their various price strategies that may
rise issue of price unfairness. Moreover, price transparency of service industries has effect on
perception of price fairness (Homburg, Totzek, & Kramer, 2014; Ferguson & Ellen, 2013)
Price fairness had been neglected in literature and relatively recently has got attention of
researchers (Bolton et al., 2003; Xia, Monroe, & Cox, 2004; Vaidyanathan & Aggarwal,
2003). Few researchers have studied price fairness form the perspective of customer in
tourism industry (Chung, 2010). Study of Martin-Ruiz (2008) indicated that possible
existence of customer threshold of price, when price exceeds the threshold, then price
unfairness becomes relevant. Price fairness is subjective as consumer characteristics and
knowledge differ as previous experience, prices’ of competitors for the same service and trust
in seller. Therefore, threshold is different for each customer and varies on basis of customer
characteristics and market condition. (Martin-Ruiz, 2008). Another justification for studying
price fairness is the finding that customer are tend to perceive price unfairness towards
services rather than products and customers tend to believe that service price is higher than
fair price (Bolton et al., 2003). Moreover, consequences of unfairness perception are more
evident in service than in product (Martin-Ruiz, 2008). Particularly for airline sector studying
price fairness might be helpful as air passengers tend to be sensitive to airfare ticket (Park,
2007).

Price fairness is defined as a “consumer’s assessment and associated emotions of whether the

difference (or lack of difference) between a seller’s price and the price of a comparative other
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party is reasonable, acceptable, or justifiable” (Xia, et al., 2004, p. 3). In later studies Monroe
and Xia (2006) claims that price fairness occurs when no discrepancies or inequalities exist in
price. It is very natural for customer to compare prices with reference prices. Reference prices
are past prices, competitors’ price, expected price and sellers cost. Price comparisons can be
explicit when price is compared to another or range of prices and implicit, based on price
which is hoped to be found. Such comparisons lead to following judgments: if price is
considered as favorable, then price is fair and unfavorable price is perceived as unfair.
Maxwell, Lee, Anselstetter, Comer, & Maxwell (2009) in their study of cross-country
analysis found out that fair price is the price that is below expected one. Monroe (2003)
claims that price fairness is subjective and it is about whether price is acceptable or not. Each
customer perceives fairness differently even if the price paid is the same due to different
perceptions.

Xia, Monroe, & Cox (2004) reviewed price fairness literature for last two decades until 2004.
That research paper is the most cited one and became basis source of literature of research
related to fairness perception. They suggested that fairness and unfairness concepts might be
two different constructs and people know what is unfair, however, it is difficult to say and

define what is fair for them. Xia et al. (2004) developed conceptual framework (see Figure 1).

Actions
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and choice of

comparison party - - Perceived cost of
Knowledge, beliefs, and social action and relative
P,—P, norms power

*Distribution of cost and profit
sAttributions of responsibility

Buyer—seller relationship stage (trust) P;—Py4 |

Figure 1: A Conceptual Framework of Price Fairness

Source: Xia, et al. (2004, p. 2).

Authors stated that all price evaluations are comparative and price comparisons may lead to

the formation of fairness perception. However, price discrepancy is not enough for fairness or
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unfairness perception to occur. Price fairness judgments are subjective and biased by

customer self-interest. Moreover, Xia et al. (2004) proposed affect as important element of

price fairness and that negative emotions from unfairness perception are directed to the seller

rather than comparative other. Review identified four main group of factors that influence

fairness perception:

Transaction similarity and choice of comparative other parties. Transaction may take
place at different period of time with different product, brand and location of purchase
(physical, online stores). When degree of transaction similarity is low, price difference
is perceived as fair or less unfair. If it is high then price discrepancy is perceived as
fair. Buyer’s price fairness judgment also depends to whom they compare himself.
There are three types of such comparisons: self/self, self/other customer and other
organizations. Self/other customer comparisons have more effect on fairness
perception then self-comparison. Customers tend to believe that they deserve the same
treatment (the same price, the same service) that they experienced before.

The cost—profit distribution and attributions for the inequality. When price increases
without actual increase in cost, customer perceive price as unfair and feel exploited by
the seller. Cost based price increase is perceived as acceptable. Price fairness
perception depend on locus of causality and controllability (Bolton et al., 2003;
Vaidyanathan & Aggarwal, 2003)

Buyer-seller relationship and trust. Price fairness perception varies with direction of
inequality and nature of trust coming from the strength of buyer seller relationship.
When customer is disadvantaged, trust in seller has U-shaped effect on price fairness.
When customer is advantaged, trust has positive effect on fairness perception.

Social norms and meta knowledge of the marketplace. Customer judgment about price
fairness relies on how price is determined, if everyone can afford specific price based
on social norms. Practice shows that perceived price unfairness may decline as time
passes (Kachelmeier, Limberg, & Schadewald, 1991). If price was perceived as unfair
at the very beginning, it may evolve in to new socially accepted and less unfair
perceived price (Kahneman, Knetsch, & Thaler, 1986). Kimes (1994) argues that
airline’s dynamic pricing practices are accepted and perceived as fair by most

customers.
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Model suggests that price comparison and other factors have effect on unfairness perception,
which is associated with negative emotions. Buyers tend to cope with negative emotions by

no action, self-protection or revenge.

Unfairness perception may lead to change in consumer behavior. Customer may complain to
other people and spread negative word of mouth or complain directly to the firm and ask for
compensation, or do not act at all. Customer’s actions depend on severity of perceived
unfairness. If perceived unfairness is not significant customer may not act as there is cost of
time and effort. But if it is significant customer may decide to leave relationship with the

seller. Perceived unfairness perception may result in followings:

e Decrease in buying intention (Campbell, 1999; Martin et al., 1995)

e Complaints (Kalapurakal, Dickson, & Urbany, 1991; Xia et al., 2004)

e Stay in relationship with seller or change the seller (Kalapurakal et al., 1991)
e Punish seller by switching to competitor (Bolton et al., 2003)

e Boycotts, decrease in sales (Grover, 1994)

In case of price increase, perception of price fairness depends on extent of information and by
whom price disclose was performed. Transparency in pricing decision is important. However,
tourism sector is known as “one of the most price nontransparent industries” (Chung, 2010,
p.1). If firm reveals price increase by itself and with reasonable explanation then this increase
perceived as fair and helps to gain customer understanding. On other hand if firms provides
customer with less reasonable explanation it may lead to negative customer responses
(Mohammed, 2012). Ferguson and Ellen (2013) have examined relationship between
transparency in pricing in case of price increase and price fairness by conducting two online
experiments. Transparency stand for disclosure of a price increase and extent of explanation
provided when a firm increases price. Result showed that price increase was perceived as
more fair when price increase announced by firm and reason was included. The perceived
price fairness is greater when firm provide a limited explanation for small price increases, and

detailed aligned cost explanation for a larger price increase.

Chung (2010) identified four consequences of price fairness in tourism industry: loyal

behavior, willingness to pay, complain and revenge. Price fairness perception leads to loyal
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behavior, while unfairness perception to complain and revenge. Studies showed that price
fairness is important antecedent of willingness to pay (Ajzen, Rosenthal, & Brown, 2000;
Schroder & Mieg, 2008). Chung and Petrick (2012) examined the antecedents and
consequence of price fairness of airline ancillary revenue for US. Domestic airline passenger.
The found that price comparison and cognitive attribution were antecedents and emotional
response and behavioral intentions were consequences of price fairness. Price comparison had
negative effect and cognitive attribution had a negative impact on price fairness. If extra fees
of airline were perceived as unfair, customers were more likely to complain and switch to
competitor. However, if they find fees as fair, then passengers tend to spread positive word-

of-mouth and recommend airline to others.

Martin et al. (2009) tried to examine how customer loyalty and price fairness perception affect
each other in restaurant context. Generally it is assumed that loyal customer react better to
price increase than non-loyal customers. The study showed that this principle of loyalty
concerning price fairness is rejected under condition when price increase is high regardless of
justifiable or non-justifiable reasons of increase. Moreover, Martin-Consuegra, Molina, and
Esteban (2007) found that the more airfares were perceived as fair, the more passengers likely
to become loyal to the airlines. Hermann et al. (2007) in their research conducted in
automobile purchase context had empirically proved direct and indirect influence of price
perception on customer satisfaction through perception of price fairness. Price fairness
perception was measured by price offer fairness and pricing procedure fairness, both
constructs are positively correlated. To measure price offer fairness they developed their own
scales, lately successfully used by other researchers. In high involvement and complex
purchases, it is important for customer to understand price setting procedure to evaluate price
offer. Consumers’ vulnerability negatively effects perceived price offer fairness. Therefore,
seller should avoid exploiting their customers as it leads to unfairness perception.
Transparency in pricing and price fairness positively influence satisfaction. Explaining
customer how price is derived and that price increase is external to firm increases likelihood
of accepting price and perceiving it as fair or less unfair (Vaidyanathan & Aggarwal, 2003;
Xia et al., 2004).

Following theories of Equity and Attribution are used to explain how customers form their

satisfaction judgment (see following section) and it helps to understand when, in which
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situations customer feels satisfied or dissatisfied. Those two theories are both applicable to

explain formation of price fairness perception as well.

Equity theory

Equity theory is frequently used to explore concept of fairness (Adams, 1965; Homans, 1961).
Equity theory is based on notion that individuals compare their inputs to the outcomes of
exchange. Unfairness perception occurs when perceived inputs are not consistent with
perceived outcomes (Cheng, Nguyen & Klaus, 2013). When buyer perceive as equal ration of
input to relatively to the output then price fairness perception occurs. When buying first class
ticket as ticket price is high, customer expects better service, meals, more space between
seats. If customer expectations are not met customer may perceive inconsistency between
input, price paid for ticket, and output, better service level, leading to inequality, when inputs
do not match with output. Hence, equality leads to fairness perception, inequality to

unfairness perception (Chen et al., 2013).

Attribution theory

Attribution theory is not fairness theory, however it gives explanation how people interpret
ambiguous situations (Weiner, 1985). The attribution theory states that people usually search
for causal attributions for an event, which is surprising and/or negative at the same time. This
theory is used to explain consumer behavior. Weiner (1992) categorized causal attributions
based on following dimensions: locus of causality, controllability and temporal stability.
Locus of causality stands for whether cause of action is external or internal to
person/buyer/seller. For instance, cause of product break down may internal as well as
external. It will internal if customer does not follow prescription and misuses the product. If
product was defective from very beginning, then cause is external to customer as
seller/manufacturer is responsible for breakdown. Controllability refers to if seller has control
over action, in this case price increase. Uncontrollable price increase (for instance, increased
cost of suppliers) most probably will be perceived as fair. If price increase is not related to
uncontrollable situations, and other sellers still sell for old price, this action is evaluated as
action within the control of seller and perceived as unfair or less fair. Temporal stability

implies for whether cause of action remains stable over time or it is temporary.
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Dual Entitlement

The principal of Dual Entitlement has been widely used as main theoretical basis of how
customer perceive price fairness (Kahneman et al., 1986; Campbell 1999). Kahneman et al.
(1986) conducted series of experimental researches, respondents were given different about
price increases, after reading each scenario participant evaluated if the case was fair, unfair or
acceptable. The result of study led to the formation of principle of Dual Entitlement (DE). It
suggests that consumers are entitled to have reference price and firms are entitled to have
reference profit. At the same time firm should not benefit by causing loss to the buyer and the
buyer should not benefit by causing loss to the seller. Moreover, it is concluded that
customers perceive cost-justified price increases as fair. If firm keeps price at the same level
even if cost of produce decreases, it is perceived as fair as it does not create a loss to buyer. If
price increase is not related to cost increase, customers do not accept price increase. Principle
of dual entitlement is widely used in literature as explanation of how buyers perceive price

fairness.

Campbell’s (1999) study expanded the DE and suggested “inferred motive” as an additional
factor. She examined the influence of inferred motive for firm’s price increase on price
unfairness perception based on attribution theory. Attribution theory induces customer to look
for explanation why certain firm increased prices. Inferred motive influences specific
attributions made for the event i.e. perception of event. Inferred motive can be either positive
or negative. In addition, Campbell identified reputation of firm as the factor that influence
inferred motive, which in its turn affects perceived price fairness. Study revealed that
customer who infer negative motive of perceive price increase as unfair and those who infer
positive motive perceives price as fair. In case of price increase, consumer infer positive
motive for companies’ with good reputation and negative for those with poor reputation. The
results showed that inferred motive is critical in perception of price fairness. In Campbell’s

study, notions of price fairness and unfairness were used interchangeably.

Study conducted by Vaidyanathan and Aggarwal (2003) was first to examine the contextual
dependence of fairness judgments and test the robustness of DE. They used attribution theory
to derive predictions about fairness perception and examined locus of causality and
controllability. They questioned if cost-justified price increase is perceived as fair is true all

the time. This comes from principle that firms are entitled to have reference profit. The result
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showed that it does not hold true in case of absence of important requirements. The source of
cost increase influence price fairness perception. If cost-justified price increase caused by
factors internal to firm it will be perceived as less fair than those caused by factors external to
the firm. Study demonstrated that price increase is perceived as fair when locus of causality is
external and beyond the firm’s control. If cause of price increase is internal and under control
of firm then new price is perceived as less fair. Maxwell (2008) also concluded that
consumers do not agree on that supplier’s cost is uncontrollable, they consider that one of

responsibilities of producer is cost control.

3.2.5 Measuring Price Fairness

There is a little consensus about dimensionality of price fairness (Chung, 2010). Some studies
employs that price fairness is uni-dimensional construct, while other researches argue about
its multiple-dimensionality (Xia et al., 2004; Diller, 2008). Diller (2008) suggested that there
were seven components of price fairness, namely distributive fairness, price honesty, price
reliability, influence of co-determination, fair dealing, consistent behavior and personal
respect and regard for partner. However, this model was not empirically tested. Price fairness
is argued to encompass two dimension: distributive and procedural fairness (Herrmann, Xia,
Monroe, & Huber, 2007; Martin et al., 2009). Herrmann et al. (2007) suggested price fairness
are influenced by Procedural fairness as well as distributive fairness and both of them are
positively correlated. If price is perceived to be fair, customers are more likely to perceive
price setting procedure as fair. Current study propose and examine the two components of
price fairness, namely distributive price fairness and procedural price fairness. Both notions of
fairness are derived from social justice theories. In this study terms “justice” and “equity”
used interchangeably.

Distributive fairness is defined as “an individual's perception of resource allocation or the
outcome of an exchange” (Martin et al., 2009, p.589). According to Seiders and Berry (1998)
equity, equality and need underlie the distributive fairness. Equity principle states that
customer expects to receive level of benefits (outcome) that is proportional to effort or
contribution (input) to get that benefit. The equality principle refers to treating same
customers alike regardless the amount of input they give. All customers should be treated
equally. On the other hand, need principle implies that outcome should be distributed

according to need. Hence, customer who has greater need should receive greater assistance.
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Procedural fairness is based on procedural justice. The concept of procedural justice is rooted
in Thibaut and Walker’s theory of procedure (Lind &Tyler, 1988). Procedural fairness relates
to the processes, methods, and rules used to derive outcomes (Lind & Tyler, 1988). That
processes, methods should be consistent, without self-interest and represent interests of all
concerned parties (Brockner & Wiesenfeld, 1996). According to Seiders and Berry (1998)
following principles underlie procedural fairness: consistency, the processes used to derive
outcomes are unchanging, bias-suppression and representativeness, customers should be
discriminated based on non-relevant attribute, accuracy, providing accurate and reliable
information, correctability, minimization of customer’s efforts to correct mistakes of seller,
and ethicality, acting ethically in all situations. The fairness heuristic theory suggests that
individuals interpret procedural fairness easier than distributive fairness. Moreover, when
price comparison is not available, rely on procedural information to evaluate their outcomes
(Van den Bos et al., 1997).

3.2.6 Yield Management and Price fairness

Wide usage of yield management in service sector has risen price fairness issues. Alderighi,
Nicolini, & Piga (2012, p.1) defined yield management as “a broad set of techniques that are
profitably used by companies to implement a price discrimination policy when customers are
heterogeneous, demand is uncertain and capacity is hardly modifiable”. This definition fits
the airline industry best as demand for flight is uncertain, passengers are heterogeneous and
number of seats is fixed. According to Carroll and Coates (1999) there are three degrees of
price discrimination. First degree discrimination is charging different prices for the same
product, final price obtained through haggling. The second degree discrimination is charging
different prices according to quantity purchased, for instance, buying in bulk is generally
cheaper than purchasing single unit of a product. The third degree discrimination is when
firms charges different prices to different customer segments. It is widely used in airline

industry.
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Figure 2: Yield Management Matrix
Source: Chung (2010), p.18 adapted from Kimes and Chase (1998)

Kimes and Chase (1998) developed yield management matrix for different tourism sectors.
The matrix consists of four quadrants which are the combination of duration and price
management techniques (see Fig.2). Airline is in quadrant 2 with variable pricing and having
control over duration of use. Services from Quadrant 2 tend to successfully apply yield
management techniques. Kimes and Wirtz (2003a) tested price fairness perception and six
revenue management techniques in golf industry context. Study showed that customers
perceive varying price level and time-of-booking pricing techniques as unfair. Moreover,
Kimes and Wirtz (2003b) stated that price fairness is also affected by “rate fences”. Rate
fence is defined as “rules that a company uses to determine who gets what price” (Kimes &
Wirtz, 2003b, p. 128). Rate fences are seat location, size f room, seat class of flight and other.

Logical and clear rate fences are tend to be perceived as fair.

3.3 Customer Satisfaction

Customer satisfaction is defined as “a person’s feelings of pleasure or disappointment
resulting from comparing a product perceived performance (or outcome) in relation to his or
her expectations” by Kotler & Keller (2006, p.144). Levesque & McDougall (1996, p.14)
defined satisfaction as “overall customer attitude towards a service provider”. Oliver (1997, p.
13) states that it is “a judgment that a product or service feature, or the product or service

itself, provided (or is providing) a pleasurable level of consumption-related fulfillment,
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included levels of under- or over fulfillment”. Zineldin (2000) argued that satisfaction is an
emotional reaction to the difference between anticipated and actually received service.
Zeithaml & Bitner (2001) proposes that satisfaction is defined by following factors: service
quality, product quality, price, situation factors and personal factors. In this study, customer
satisfaction with the airline services will be evaluated based on customers’ experience of

service quality and price fairness.

Customer satisfaction results in a long term profitability, customer loyalty, and customer
retention. Therefore, for company delivering the right service to the right people in reasonable
time and showing good manner is important. Satisfied customers may spread positive word
of mouth and create indirect advertisement for firm thus attract new customers. Satisfied
customers are more likely to continue the relationship with service provider while dissatisfied
customers are more likely to go elsewhere (Baker, 2013). Price and service quality are judged
based on equity principle which in creates the feeling of satisfaction or dissatisfaction (Oliver,
1997). If price is perceived as fair, customers tend to deal with service provider. Customer
associate high price with high quality, and low prices with low quality. Therefore, they do
expect high level of service when they pay considerable amount for the flight. Airlines should
handle their customer’s perceptions about price by providing them the reasonable, attractive
prices with corresponding quality, thus increase the customer satisfaction. Customer
satisfaction may vary from customer to customer and may even change on a daily basis. If
one customer perceive service or product as satisfactory, another customer may not feel in the
same way. Each customer defines quality based on his own requirements and judgments. For
firm to be successful it should have satisfied customers (Shin & Elliott, 2001). Previous
researches showed that satisfaction result in re-purchase intentions (Cronin & Taylor, 1992;
Fornell, 1992) and serves as an exit barrier (Fornell, 1992). Results from other research
indicated that satisfied customers are willing to pay more and are more likely to be tolerant of

an increase in price (Baker, 2013).

Suki (2014) suggested that customer satisfaction with airline services can be predicted by
airline tangibles, terminal tangibles and empathy. Result showed customer satisfaction has
mostly influenced by empathy, while tangibles had insignificant effect on satisfaction. Park,
Robertson, & Wu (2004) found that service expectations of korean air passegers had

negactive effect, on the contrary perception of service and service value had positive effect on
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passenger satisfaction. Another study conducted for korean domestic air market indicated that
tangibles and responsiveness were important determinants of customer satisfcation that
consequenbtly lead to word-of-mouth, purchase intention, and complaining behavior (Kim &
Lee, 2011).

3.3.1 Theories of Customer Satisfaction

There are number of theories that explain how customers form satisfaction judgments, some

of them are discussed below.

The Expectancy Disconfirmation Paradigm

Oliver (1977) developed the Expectancy-Disconfirmation Paradigm (EDP) for the assessment
of customer satisfaction, which is widely accepted among researchers. According to EDP
consumers have certain pre-purchase expectations about the product or service, and this level
of expectation is a standard to which actual product or service is compared. If the outcome
meets with expectation, confirmation occurs. When there is a difference between expectations
and outcomes, it results in disconfirmation. When service outperforms expectations, there is a
positive disconfirmation, thus, customer is delighted. When service rendered exactly as
expected, then there is a confirmation. When service is not delivered as customer expected,
there is a negative disconfirmation, which leads to dissatisfaction. Despite of popularity of
EDP, it has its disadvantages as it based on expectation and this model cannot be applied
when customer does not know what to expect as he is not familiar with service or product, or
does not have clear firm expectation. When customers have little knowledge about product
and lack of previous experience may result in uncertain expectations, and in the case of EDP
such expectations are meaningless. In addition, Whipple & Thach (1988, p.16) found that
"there is evidence that pre-purchase choice criteria and post-purchase choice criteria are not
the same". If criteria used to form expectation and evaluate actual performance are different,
then the initial expectation is no longer useful for measuring satisfaction. Also, meaning of
expectations may vary from individual to individual, for someone it is minimum tolerance
level and for some it is ideal performance. Timing of expectation measurement is also
important, some researchers argue that expectations should be measured before the service
experience (Carman, 1990), while other suggest to measure it after the service experience

(Parasuraman et al., 1988).

33



The Comparison Level Theory

The Comparison Level uses expectations following as the comparison standard comparing to
EDP which uses the predictive expectation and situationally produced expectations (Yiiksel &
Yiiksel, 2008):

e consumers' prior experiences with similar products
e situationally produced expectations

e experience of other consumers who serve as referent persons

LaTour & Peat (1979) found that expectations based on prior experience effect the most
customer satisfaction and situationally produced expectations had little effect on it.
situationally produced expectations are created by the means of advertisement and such
information about service expectation provided by firm is less valuable if consumers have had

previous experience and information about other consumer experiences.

The Value Percept Theory

Westbrook and Reilly (1983) stated that what is expected may be different from what is
desired or valued in a product, and what is valued may or may not correspond to what is
expected. They suggest that value is a better comparative standard to explain customer
satisfaction/dissatisfaction. Value percept theory implies that perceptions of service are
compared to one's values, needs, wants or desires (Westbrook & Reilly, 1983). Similar to the
EDP, difference between one’s perceptions and one's values (value-perception) shows an
increasing level of dissatisfaction. Authors compared the expectation-confirmation model
with the value-percept disparity model and found that the disconfirmation of expectations had
a stronger effect on satisfaction than the disconfirmation of values. However, they states that
both models are not sufficient by their own, and there is a need for new integrated model
which include both values and expectations as both of them affects satisfaction (Spreng,
Mackenzie, & Olshavsky, 1996).

Attribution theory

Attribution Theory is developed from the Weiner, Frieze, Kukla and Reed’s (1971) work.
Attribution theory states that customers seeks for explanation why certain situation have
occurred, in this case it is dissatisfaction or satisfaction. When customer’s expectations are

unmet then customer attributes dissatisfaction and relies on three dimensions: locus of
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causality, stability and controllability. Folkes (1984) conducted research in restaurant context
and respondents were asked whether they would prefer a refund, exchange, or an apology for
meal they do not like. He found that if problem was external, related to restaurant (locus of
causality), customers prefer a refund, exchange, or an apology from personnel. If problem was
stable over time, they were likely to prefer a refund rather than an exchange, while those who
thought that the company could have prevented the problem demonstrated high levels of
anger. Some researchers suggest the attribution theory is more useful in ascertaining customer

dissatisfaction and complaining behavior.

Equity Theory

Equity Theory suggests that satisfaction occurs when customer perceive the ratio of their
outcomes to inputs as being fair (Oliver & DeSarbo, 1988). Equity theory, in tourism context,
suggests that customers compare their input-output ratio in a social exchange. If customer
output (benefits, gain) is less than his input (time, money, and other costs) it result in
dissatisfaction (Reisinger & Turner, 1997). Fisk and Coney (1982) found that consumers feel
less satisfied when they found out that other customers received a better price deal and better
service than them. Therefore, satisfaction judgments are formed based on comparison to other

parties and the outcomes of all parties sharing the same experience.

Theories discussed above explain the how satisfaction judgments are formed. There is no
supremacy of one theory over another. There is no consensus about which theory is the most
appropriate one, each theory has its advantages and disadvantages. Generally, most theories
suggest that customer satisfaction is judged in relation to specific standard, standard may be
previous experiences, expectation and value. This study of customer satisfaction in airline
industry sticks with the theory of Expectancy-Disconfirmation Paradigm which implies that
customer is satisfied when service is better than or equal to the expected. The EDP is widely
used in tourism and hospitality industry to measure customer satisfaction (Yiiksel & Yiiksel,
2008).

3.4 The Relationship Between Service Quality, Customer Satisfaction and Price Fairness
Most researchers suggest that a high level of service quality leads to a high level of customer
satisfaction (Baker, 2013). Service quality is considered to be an antecedent of customer
satisfaction (Cronin & Taylor, 1992; Anderson, Fornell, & Lehmann, 1994; Cronin, Brady, &
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Hult, 2000). Cronin and Taylor (1992) and Brady and Cronin (2001) empirically proved that
service quality was actually an antecedent of consumer satisfaction and that consumer
satisfaction explains more variance in purchase intention than service quality. However, the
causal relationship between service quality and customer satisfaction is debated by
researchers (Baker, 2013). In addition, distinction between the two constructs becomes
unclear, Parasuraman, Zeithaml, and Berry (1994) explained this phenomenon occurred due
to practitioners and the popular press used the terms interchangeably, which in turn made
theoretical distinctions difficult. Sureshchandar, Rajendran, and Anantharaman (2002) found
that there is the strong correlation between service quality and customer satisfaction and that
both constructs are independent, different constructs, at least from the customer’s point of
view. Suki (2014) examined influence of service quality dimensions such as airline and
terminal tangibilities, empathy, on customer satisfaction and found that empathy significantly

influenced customer satisfaction while airline tangibilites had insignficant impact on it.

Price is associated with quality level as customers tend to evaluate service according to price
they paid. Price is seen as input, service delivered as outcome of relationship between airline
and customer. According to equity theory, if input is not consistent with output then
unfairness perception may occur. Therefore, price and its fairness are essential factor
determining customer buying behavior. Moreover, employing yield management techniques
in service sectors, especially in airlines, has raised the issue of price fairness.

Haghighi, Dorosti, Rahnama, and Hoseinpour (2012) found that price fairness perception is
the fourth most important factor that affects satisfaction in restaurant context. Studies have
shown (Herrmann et al., 2007; Martin-Consuegra et al., 2007; Oliver & Swan, 1989; Hanif,
Hafeez, & Riaz, 2010; Hassan, Hassan, Nawaz, & Aksel, 2013) that perceptions of price
fairness are significantly associated with customer satisfaction. However, study of Wu, Liao,
Chen, & Hsu ( 2011) in medical insurance context that price fairness did not show any
significant impact neither on customer satisfaction, nor on customer loyalty. Price fairness,
service quality, customer satisfaction and other variables collectively have been studied in

only few studies in telecommunication sector (Hanif et al., 2010; Hassan et al., 2013)
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4. METHODOLOGY

This section explains research method, and describes the research design for this study. The
sample and data collection methods, questionnaire development process are discussed. Data
analysis procedures are also introduced.

4.1 Choice of Research Methods

The study conducted literature review of service quality, price fairness and customer
satisfaction to gain the knowledge, identify gaps in literature and suggest conceptual model
that best predicts customer satisfaction. Also, this study adopted a quantitative research
method. Specifically, a self-administered questionnaire survey was used to measure variables
and test hypotheses considering the advantages of using survey method and the nature of the
study context. It is relatively quick and easy to conduct, code and interpret guestionnaire
results and it is one of the least costly research methods. Also surveys are a frequently used
method of estimating price sensitivity (Monroe, 2003). Before main survey pilot study was

conducted on a group volunteers.

4.2 Research Design
The sampling design, data collection methods, measurement, and data analysis procedures are
included in the research design. Hypothesized model and research limitations are also

discussed in following sections.

4.2.1 Population and Sample Size

This study was conducted in an airline context in order to measure customer satisfaction
through price fairness and service quality. The population, in this research, was Kazakhstan
citizens who have flown with Air Astana on domestic and/or international flights in past 12

months. Passengers who were older than 18 took part in the survey.

For the adequate sample size for exploratory factor analysis Hair Jr., Black, Babin, &
Anderson (2010) recommend the ratio of 5:1, in other words 5 observations for each variable.
Nonetheless, higher ratios are generally better. Also following scale can be used to evaluate
sample size adequacy: 50 is very poor, 100 is poor, 200 is fair, 300is good, 500 is very good,
1000 or more is supposed to be excellent (Osborne & Costello, 2004). The appropriate sample
size for this study was determined to be 280 (56 items*5) after overall examination of

multiple guidelines in literature and on the basis of budget and time constraints,
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characteristics of a proposed model, and study objectives. Hair et al. (2010) stated that larger
samples generally lead to more stable results, sample size should be determined based on a set

of factors such as the model complexity and measurement model characteristics.

4.2.2 Pilot Survey

The questionnaire was originally written in English since the survey was conducted for
Kazakhstani airline, it was translated into Russian, then translated back into English.
According to statistics, 89% of citizens speak Russian, while Kazakh speaking citizens
comprise 60% of Kazakhstan population as for 2010 (Kazakhstan Today, 2010). Due to cost
and time limitations, a pilot survey was conducted based on convenience sampling from 3rd
to 7th of December 2014. The questionnaire was tested via online pilot survey on a sample of
24 people to check its understandability and clarity. The final questionnaire in both languages

is presented in the Appendix A and B part of the study.

4.2.3 Data Collection

Research was conducted between 12th of December 2014 and 19th of January 2015 for
Kazakhstan residents as Air Astana serve more domestic passengers. The second reason is
availability and easiness to reach Kazakhstan citizens. Respondent were mainly reached by
means of e-mail and various social networks like Facebook.com, Vk.com and others.
Empirical studies have revealed only minor differences between the results of online surveys
face-to-face interview, also it was found that result from questionnaire tend to offer better
quality (De Leeuw, 2005). In addition, online questionnaires have some advantages including:
speed, costs, large sampling size and it can also prevent respondents from giving missing
values. In order to reach needed sample size, about 100 questionnaires were printed out and
distributed to respondents. Non-probabilistic convenience sampling technique was applied as
it is the easiest, cheapest, and least time consuming technique. Printed version of survey was
distributed and collected in Almaty, Kazakhstan, in the same period as online survey.
Respondents of printed version were mainly reached at their work place, business people at
markets and academic staff at university campus. Then answers were entered online to the

same data base. A total of 282 useable questionnaires have been received.

This study made efforts to address coverage error issues, therefore only respondents who are
qualified for this study (i.e. had experiences on domestic and/or international flights with Air
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Astana flights in the past 12 months and older than 18) were invited to participate in the
survey. Those who were not qualified were screened out via screening questions at the

beginning of the survey.

4.2.4 Measurements

The hypothesized model had three variables — service quality, price fairness and customer
satisfaction. The measurement items for each variable were adapted from previous researches,
and were modified to best fit the study context. The variables with their dimensions, items,

questions, and sources are listed in the Table 3.

The survey instrument was composed of the introduction page and 5 main sections. The first
section contained two screening questions. The second section asked questions about
expectations and perception of service quality, third section was for customer satisfaction and
forth for price fairness. The last section asks socio-demographic profiles including gender,

age, education level, occupation, citizenship, purpose of travel and flight frequency.

The first page of the survey included consent requirements. In this section, statements that
explained the purpose of the study, confidentiality and voluntary participation were included.
To rule out ineligible respondents two screening questions were used. The first one was
related with age of individual, as target audience for this study should be 18 year old or older.
Then respondent was asked following screening question: “Have you taken any domestic
and/or international flights with Air Astana in the past 12 months?”. If a respondent answered
“no” for one of these questions, the response was screened out, and consequently, did not

count.

Service quality and customer satisfaction were measured with multiple items which have been
frequently used in related contexts. Service quality items were adopted from Parasuraman,
Berry, & Zeithaml (1988) SERVQUAL Model due to it good reliability and validity, simple
structure and ease of use. Customer Satisfaction was measured by 5 items adapted from Lee,
Petrick, & Crompton (2007).

Two-dimensional concept of price fairness including distributive and procedural price fairness
was adapted (Herrmann et al, 2007; Martin et al., 2009; Chung, 2010). Despite recent
research which has proposed the multi-dimensionality of price fairness, there are only a few
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empirical studies which have measured it with two dimensions. Distributive and procedural
price fairness was measured with valid and reliable scales which have been used in marketing
and tourism literatures (Martin, et al., 2009; Wirtz & Kimes, 2007, Herman, et al., 2007), with
minor wording changes to fit the current study’s context. All items were placed on a five-

point Likert scale from 1 “strongly disagree” to 5 “strongly agree”.
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Table 3: Measurement Scales

Concepts/Dimensions

Measurement scales

Source

Screening questions

This questionnaire is for people who are 18 years old or older. Are you 18 years old or older?

Have you taken any domestic and/or international flights with Air Astana in the past 12 months

Developed by the
researcher

Socio — Demographic profile

Gender

Age

Level of Education

Travel purpose

Occupation

Developed by the
researcher

Flight frequency

How many times did you take a plane in the past 12 months?

How many times did you take a plane with Air Astana in the past 12 months?

Developed by the
researcher

Service Quality | Tangibles

Airline should have modern aircrafts.

The physical facilities of airline, e.g. office, check-in counter, should be visually appealing.

Airline's employees should be well dressed and neat appearing.

Airline's informative materials associated with its service, e.g., pamphlets or statements, should be visually
appealing.

Reliability

When airline promises to do something by a certain time, airline should do so.

When a customer has a problem, airline should show a sincere interest in solving it.

Airline should be dependable

Airline should provide their services at the time it promises to do so.

Airline should keep error-free records.

Responsibility

Employees of airline should tell customers exactly when services will be performed.

Employees of airline should give prompt service to customers.

Employees of airline should always be willing to help customers.

Employees of airline should never be too busy to respond to customer requests.

Assurance

The behavior of airline employees should instill confidence in customers.

Passengers of airline should feel safe during the flight.

Employees of airline should be polite with customers.

Employees of airline should have the knowledge to answer customers' questions.

Parasuraman, Berry, &
Zeithaml (1988)
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Empathy

Airline should give customers individual attention.

Airline should have employees who give customers personal attention in solving customer’s problem.

Employees of airline should understand the needs of its customers

Airline should have the customer's best interests at heart.

Airline should have operating hours convenient to all their customers

Satisfaction

My choice to use the airline was a wise one

I think that I did the right thing when | used the airline.

I was satisfied with my decision to use the airline.

My expectations were met.

Overall, I was satisfied with my most recent flight.

Lee, Petrick, and
Crompton
(2007)

Price
fairness

Distributive
Price fairness

The ticket price is fair

The ticket price is reasonable

The ticket price is acceptable

Martin, Ponder, &
Lueg (2009)

I think the price changes were based on cost

Hermann et al. (2007)

Procedural
Price fairness

The airline’s pricing decision processes and procedures were fair

The airline’s pricing decision processes and procedures were reasonable

The airline’s pricing decision processes and procedures were acceptable

Martin, Ponder, &
Lueg (2009)
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4.2.5 Conceptual Model and Hypotheses
According to the literature review and study objectives, the hypothesized model is proposed

(see Fig.3).

Tangibility

Reliability

Service Quality N e
Dimensions —_ Responzibility

Customer Satizfaction

Azzurance

Empathy

Distributive Price
Fairnezs

Price Fairness I

Procedural Price
Fairnezs

Figure 3: Model of the study

H1: Service quality dimensions have a significant effect on customer satisfaction.
H2: Price fairness has significant effect on customer satisfaction.
This research will help to find out followings:

e If service quality dimensions have impact on customer satisfaction

e If price fairness has impact on customer satisfaction

e To identify to what extent customers are satisfied with service provided

e To know to what aspects of service by identifying significant service quality
dimensions need improvements

e To know if suggested conceptual model is significant and can be used as model

prediction customer satisfaction
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4.3 Limitations
This study has the following limitations:

e Potential for sampling bias as study was limited to passengers who have taken flights
with Air Astana in the past 12 months

e Using non-probabilistic convenience sampling technique

e Possible bias in respondent’s answers: respondents may not be willing to answer such
a long questionnaire with total of 63 questions including socio-demographic ones, do
not give enough attention for questions, answer quickly and inappropriately.
Moreover, all variables are measured by using 5 point Likert scale that may lead bias
in answers

e Procedural price fairness scales were modified as “The airline’s pricing decision
processes and procedures were fair/ reasonable/acceptable” would be difficult to
understand to respondent. It was replaced by “The airline’s pricing policy is fair/
reasonable/acceptable”

e Data was collected by online and offline, however no tests were employed to the
possible difference between two groups of respondents

e The study did not consider situational factors (e.g. travel distance, destinations).
Duration of flight was not considered as well, which probably may give distinctive
results for customer satisfaction. It is suggested that duration of flight may affect level
of customer satisfaction.

e The study focused on only two independent variables, which may affect predictive

power of model

4.4 Data Analysis

The data collected were processed by the SPSS 21.0 (Statistical Package for the Social
Sciences) program. Collected data were edited and coded appropriately. Since this study
conducted an online survey, entering of data were not necessary except entering the data of
printed version of questionnaire. Google Docs saved data in “.xlIsx” format which allowed
SPPS to import the data and covert to required data file. Data was analyzed by descriptive
statistics, paired sample t-test, reliability analysis, exploratory factor analysis, correlation and

multiple regression analysis.
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5. RESEARCH FINDINGS

In this section, research findings are presented in following sequence. In the first part,

demographic information of respondents are given. The second and third parts include

reliability test, gap score and paired sample t-test results. The fourth part covers the result of

the factor analysis, correlation and regression.

5.1. Demographics

Passengers were classified according to their gender, age, education, occupation, travel

purpose and frequency for last 12 month and total number of flights with Air Astana for the

last 12 months. Total of 282 passenger profiles were analyzed and given in Table 4.

Table 4: Demographics of Passengers

Characteristic details Frequency Percentage
Gender
Male 133 47,2
Female 149 52,8
Age
18-24 85 30,1
25-34 85 30,1
35-44 40 14,2
45-54 26 9,2
55-64 32 11,3
Older than 65 14 5,0
Education
High school 16 5,7
College 23 8,2
Undergraduate 150 53,2
Graduate 77 27,3
Doctorate 16 5,7
Occupation
Government employee 36 12,8
Employee of a company 77 27,3
Self-employed 45 16,0
Student 80 28,4
Housewife 13 4,6
Unemployec_zl/lookmg for a 3 11
job
Retired 15 5,3
Other 13 4,6
Travel Purpose
Business trip 68 24,1
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Vacation 57 20,2
Education 77 27,3
Visit to family/friends 71 25,2

Medical checkup/treatment 3 1,1

Transit flight 4 1,4

Other 2 N

Total flights

1-3 115 40,8
4-6 87 30,9
7-9 30 10,6

10-12 24 8,5

13-15 9 3,2

more than 16 17 6,0

Flights with Air Astana

1-3 179 63,5
4-6 75 26,6

7-9 14 5,0

10-12 8 2,8

13-15 2 7

more than 16 4 1,4

As it is seen in Table 4, 52,8 % of respondents were female and 47,2% of them were male.
The most of passengers were in 18-24 age group (30,1%) and 25-34 age group (30,1%) in
equal percentage, totally comprising 60,2% of all respondents. Age group 35-44 comprised
14,2%, 45-55 were 9,2%, 55-64 got 11,3%, older than 65 were 5% of all passengers. More
than half of passengers (53,2%) had bachelor degree and 27,3% of them hold master degree,
college graduates were 8,2%, doctorate holders and high school graduates were 5,7% each.
None of the respondents’ education level was lower than high school degree. Student
passengers comprised 28,4%, employees of company 27,3% and self-employed passengers
16% of total sample. Government employees were 12,8%, retired passengers were 5,3%,
housewife and “other profession” holders were 4,6% each. Unemployed were only 1,1% of
total respondents. Passengers had a trip for education at most (27,3%) then for visit to family
and friends secondly (25,2%) and then for business trip with rate of 24,1%. Vacation took
20,2%, while transit flight and medical checkup hold 1.4% and 1.1% respectively.

Most of them had a flight 1-3 times (40,8%) and 30,9% of them had a flight 3-6 times during
the last 12 months. Passenger who have flown exclusively with Air Astana 63,5% of them
had flight 1-3 times, 26,6,% had flight 4-6 times last 12 months.
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5.2. Reliability Test
In this study, reliability of the scales was checked by using Cronbach’s Alpha values. The
alpha value should be greater than 0.70 to be reliable. All items showed very good reliability
values above 0,90 (see Table 5).

Table 5: Reliability Test Results

N N of Items Cronbach’s

Alpha

Expectations of 282 22 0,932
passengers

Perceptions of passengers 282 22 0,959

Gap Score (P-E) 282 22 0,955

Satisfaction 282 5 0,929

Price Fairness 282 7 0,956

Overall Reliability 282 56 0,950

Overall Reliability with 282 78 0,963
Gap score

5.3. Gap Score and Paired Sample t-Test Results

Expectations and perceptions items were both measured by using the 5-point Likert scale. The
higher numbers indicate higher level of expectation or perception. As it is seen in Table 6
expectation exceeded the perception resulting in a negative gap score for all items. The gap
scores are the difference between the perception and expectation scores with a range of values
from -4 to +4.

The items with the highest expectation scores were dependability of airline (4,720), safety
during the flight (4,660), possession of modern aircrafts (4,606) and airline promises to do
something by a certain time, airline should do so (4,560). The items with the lowest
expectation scores employees of airline should never be too busy to respond to customer
requests (4,156), giving customers individual attention (4,078), visually appealing physical
facilities of airline (4,071) and giving customers personal attention in solving customer’s
problem (4,071).

The items rated highest for actual service perceived were, well dressed and neat appearing
employees (4,096), dependability of airline (3,897 safety during the flight (3,865) and

possession of modern aircrafts (3,819). While items rated lowest for actual perceived service
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were ability to understand the needs of customers (3,457), showing a sincere interest in

solving customer problems (3,408), give customers individual attention (3,369) and giving

customers personal attention in solving customer’s problem (3,348). Three out of four lowest

rated items belong to empathy dimension, which may indicate significant problems in

understanding customers.

Table 6: Gap Score and Paired Sample t-Test Results

Perceptions

Expectations

Gap Sig. (2-

Dimensions Items Mean SD Mean SD Score | tailed)
Tangibility Q1 3,819 8474 4,606 5945 | -0,787 ,000
Q2 3,713 8762 4,071 ;7320 | -0,358 | ,000
Q3 4,096 6654 4,468 6206 | -0,372 | ,000
Q4 3,628 8518 4,177 ;7478 | -0,550 | ,000
Reliability Q5 3,496 ,9366 4,560 6127 | -1,064 ,000
Q6 3,408 9658 4,457 6313 | -1,050 | ,000
Q7 3,897 8180 4,720 5162 | -0,823 | ,000
Q8 3,603 9116 4,528 5605 | -0,926 | ,000
Q9 3,511 8817 4,404 6694 | -0,894 | ,000
Responsibility | 3,539 8769 4,340 6625 | -0,801 | 000
Q11 3,628 8602 4,348 6023 | -0,720 | ,000
Q12 3,564 9152 4,447 5775 | -0,883 | ,000
Q13 3,461 8687 4,156 6779 | -0,695 | ,000
Assurance Q14 3,621 8612 4,383 6331 | -0,762 | 000
Q15 3,865 8328 4,660 5313 | -0,794 | ,000
Q16 3,794 ,8605 4,489 5547 | -0,695 | ,000
Q17 3,621 8529 4,358 6503 | -0,738 | ,000
Empathy Q18 3,369 9723 4,078 7313 | -0,709 | ,000
Q19 3,348 9581 4,071 ;7272 | -0,723 | ,000
Q20 3,457 ,9086 4,188 6829 | -0,730 | ,000
Q21 3,496 ,9366 4,170 7682 | -0,674 | ,000
Q22 3,791 ,9099 4,170 8262 | -0,379 | ,000

*Items coding availabe in Appendix C part

The largest gaps scores were, airline promises to do something by a certain time, airline

should do so -1,064, showing a sincere interest in solving customer problems (-1,050),

providing their services at the time it promises to do so (-0,926) and keeping error-free

records (-0,894). All four items belong to Reliability dimension. The smallest gaps scores

were, materials associated with its service, e.g., pamphlets or statements, should be visually

48




appealing. (-0,550), convenient operating hours to all their customers (-0,379), well dressed
and neat appearing employees (-0,372) and visually appealing physical facilities of airline (-0,
-0,358). Three items out of four lowest gap score belong to tangibility dimension.

In order to test if difference between perception and expectation scores was significant,
Paired-sample t test was done. Result showed that all differences are statistically significant at
p<0.5. Standard deviations values for perception are significantly higher than for expectations
meaning that perception of service provided differs a lot. While passengers’ expectations are
almost at the same level, comparing to other customers. Standard deviations values for

perception of Empathy dimension showed highest scores.

5.4. Analysis of Response Frequency
Frequency of passengers’ responses for price fairness questions was calculated in order to see
customer perception of price fairness (see Table 7).

Table 7: Frequency of Price Fairness Responses

Strongly Strongly
Disagree Disagree Neutral Agree agree

The ticket price was
fair

28 10% 105 37% 75 27% 59 21% 15 5%
The ticket price was
reasonable

26 9% 87 31% 89 32% 69 24% 11 4%
The ticket price was
acceptable

27 10% 79 28% 83 29% 81 29% 12 4%
I think the prices are
based on cost

27 10% 62 22% 114 | 40% 64 23% 15 5%
The airline’s pricing
policy is fair

33 12% 83 29% 102 | 36% 52 18% 12 4%
The airline’s pricing
policy is reasonable

32 11% 84 30% 84 30% 67 24% 10 4%
The airline’s pricing
policy is acceptable

34 12% 76 27% 79 28% 78 28% 15 5%

In addition, frequency of passengers’ responses Of customer satisfaction items was calculated

in order to see the level of customer satisfaction (see Table 8).
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Table 8: Frequency of Customer Satisfaction Responses

Strongly Strongly
Disagree Disagree Neutral Agree Agree
My choice to use the
Air Astana was a wise 4 1% 10 4% 79 28% 145 51% 44 | 16%
one.
I think that | did the
right thing when | used 3 1% 12 4% 62 22% | 166 59% 39 | 14%
the Air Astana.
I am satisfied with my
decision to use the Air 5 2% 10 4% 67 24% 155 55% 45 | 16%
Astana.
My expectations from
; 4 1% 20 7% 61 22% 154 55% 43 | 15%
Air Astana were met.
Overall, | was satisfied
with my most recent 7 2% 17 6% 27 10% 175 62% 56 | 20%
flight with Air Astana

5.5. Factor Analysis for Service Quality Dimensions and Price Fairness

Factor analysis is one of the commonly used multivariate statistical methods, which reduces a
large of interrelated variables to less, meaningful, and independent factors. The difference
scores for each item were factor analyzed using the Principal Component Method followed by
varimax rotation. Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy and Bartlett test
of sphericity were used in order to examine the data set. The KMO measure of sampling
adequacy should be over 0.5 and closer to 1 (Hair et al., 2010). If the value is closer to 1, then
the data set is suitable for factor analysis. Bartlett test of sphericity should be significant.
Initially, the Kaiser-Meyer-OKklin value was 0.951 and the Barlett’s test of sphericity was also
significant (sig. 0.000), Anti-image Matrix was also checked. Anti-image matrix determines
whether each question is suitable for analysis. All items on the diagonal of this matrix were
greater than 0.5. Therefore factor analysis is appropriate for this data set. Items with
communalities lower than 0.60 were eliminated from further analysis. After reanalysis, items
with eigenvalues greater than one were retained. The rotated component matrix was checked
to identify factor loadings, item that loaded on two factors was also eliminated. Factor loading
cutoff point was set 0.60. Final factor analysis resulted in KMO 0,943 and significant
Barlett’s test of sphericity (sig. 0.000 <0.50). Factor analysis had identified four components.
The four component solution explained a total of 72,478% of the variance, with factor 1
contributing 47,840%, factor 2 contributing 14,425%, factor 3 contributing 5,492% and factor
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4 contributing 4,722%. From Table 9, it is seen that items from different dimensions are
regrouped under the same factor. Four common factors’ name were given, considering the
aim of survey and expressions for each question as following: price fairness, employee
behavior to customers, service accuracy and physical evidence. After factor extraction, the
reliabilities for each factor were analyzed. Reliability test confirmed reliability of all factors
(see Table 9).

Table 9: Factor Analysis and Reliability Test Results for Service Quality Dimensions
and Price Fairness

ltems Factor Commun | Eigen Variance Cronbach’s
Loadings alities Values | Explained | Alpha

F1: Price Fairness 11,003 | 47,84 0,956

The ticket price was reasonable 0,893 0,856

The airline’s pricing policy is reasonable 0,889 0,858

The airline’s pricing policy is fair 0,869 0,833

The ticket price was acceptable 0,856 0,779

The airline’s pricing policy is acceptable 0,854 0,808

The ticket price was fair 0,842 0,786

I think the prices are based on cost 0,766 0,655

Factor2: Employee behavior to customers 3,318 14,425 0,934

Air Astana has employees who give

customers personal attention in solving 0,792 0,752

customer’s problem.

Employees of Air Astana are polite with 0,768 0,67

customers.

Employees of Air Astana are always willing 0,756 0,707

to help customers.
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The employees of Air Astana understand 0.754 0.68
the needs of its customers ' ’
Employees of Air Astana have the

knowledge to answer customers' questions 0,74 0,746
Air Astana has the customer's best interests

at heart. 0,736 0,696
Air Astana gives customers individual

attention 0,712 0,731
Employees of Air Astana are never too busy 0.674 0.613
to respond to customer requests. ' '

F3: Service accuracy 1,263 5,492 0,887
When Air Astana promises to do something 0.722 0.714
by a certain time, it does so. ' ’
Air Astana is dependable. 0,7 0,65
Air Astana provides their services at the 0.686 0.718
time it promises to do so. ' ’
Air Astana keeps error-free records. 0,678 0,715
Employees of Air Astana tells customers 0.632 0.66
exactly when services will be performed. ' '

F4: Physical evidence 1,086 4,722 0,754
Air Astana’s materials associated with its

service, e.g., pamphlets or statements, are 0,787 0,697
visually appealing.

The physical facilities of Air Astana, e.g.

office, check-in counter, are visually 0,771 0,692
appealing.

Air Astana’s employees are well dressed 0.704 0.653
and neat appearing. ' :

Factor analysis for independent variables resulted in seven items for price fairness, no original
item was deleted. Service quality resulted in three distinctive dimensions: employee behavior

towards customers, service accuracy and physical evidence. Physical evidence dimension
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contains three items of original tangibility dimension, while other service quality dimensions

comprised from different original dimensions.

5.6 Factor Analysis for Customer Satisfaction

Items of customer satisfaction showed high Cronbach’s alpha value of 0.929. Data set for
factor analysis was suitable with KMO value 0.873 and significant Barlett’s test of sphericity
(sig. 0.000). Exploratory factor analysis for customer satisfaction questions resulted in one
dimension extracted with explanatory rate of 78.335%. None of items during factor analysis
were deleted, all items showed high communalities as well as high factor loadings (see Table
10).

Table 10: Factor Analysis and Reliability Test Results for Customer Satisfaction

Items Factor Commu | Eigen Variance Cronbach’s
Loadings nalities Values | Explained | Alpha

Customer Satisfaction 3,917 78,335 0,929

My choice to use the Air Astana was a wise | 0,888 ,788

one

I think that | did the right thing when I used | 0,919 ,845

the Air Astana

I am satisfied with my decision to use the 0,918 ,843

Air Astana

My expectations from Air Astana were met | 0,859 ,738

Overall, | was satisfied with my most recent | 0,839 ,703

flight with Air Astana

5.7 Correlation Analysis

Correlation is a statistical method that analyzes linear relationship and the degree of relation
and its direction without considering of dependent or independent variables. If there is a
linear relationship between variables, the degree of relation is calculated in the form of
Pearson correlation coefficient (r). Coefficient value may range between -1 and +1, “minus”
sign stands for the direction of relationship showing whether relationship is positive or
negative. Positive relationship implies the relationship where one increases in one variable
leads to increase in other one, decrease in one leads to decrease in other one. While negative
relationship implies to increase in variable results in decrease in other variable, and vice
versa. If correlation coefficient take value of r=0 then there is no relationship between

variables.
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Table 11: Correlation Matrix of Variables

Price Employee | Service | Physical
Satisfaction fairness behavior accuracy | evidence
Satisfaction Pearson Correlation 1
Sig. (2-tailed)
Price fairness Pearson Correlation 489* 1
Sig. (2-tailed) 000
Emplqyee Pearson Correlation 548* 468* 1
behavior to
customers Sig. (2-tailed) 000 ,000
Service accuracy Pearson Correlation 534% 538 746 1
Sig. (2-tailed) 000 ,000 ,000
Physical evidence | Pearson Correlation 357* 256% 557* 506* 1
Sig. (2-tailed) 000 000 ,000 ,000

*, Correlation is significant at the 0.01 level (2-tailed).

Correlation analysis showed that there were positive relationships between variables. The
relationship among independent variables is also positive. The relationships between the
dependent variable (customer satisfaction) and independent variables (service quality
dimensions and price fairness) were carefully examined (see Table 11). The most significant
positive linear relationship (r= 0,548) was between customer satisfaction and employee
behavior to customers. There was a positive linear relationship (r= .534) between customer
satisfaction and service accuracy, and between customer satisfaction and price
fairness(r=0,489). While the weakest correlation was for customer satisfaction and physical

evidence with a positive linear relationship (r=0.357).

5.8 Regression Analysis

Regression analysis is a statistical tool for the investigation of relationships between
variables. The dimensions obtained through exploratory factor analysis were supposed to
affect customer satisfaction. The regression analysis was implemented to see the effect of
employee behavior to customers, service accuracy, physical evidence and price fairness on
customer satisfaction. Initial regression analysis found that Physical Evidence was not

statistically significant (p-value = 0,333) and was removed from model (see Table 12).
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Table 12: The Results of Initial Regression Analysis

Dependent Variable: Satisfaction

Independent Variables: Beta t-value p-value
Price fairness ,259 4,579 ,000
Employee behavior to customers 275 3,660 ,000
Service accuracy ,161 2,124 ,035
Physical Evidence 0,056 0.969 0,333

R=0,619 R2=0,383 F= 43,046 p=0.000

Subsequent analysis was run with following statistically significant variables: price fairness,
employee behavior and service accuracy (see Table 13). Each variable had tolerance value
over 0,10, VIF value less than 10 and condition index less than 15. For this regression model
F-value was significant (sig. = .00 <.05) meaning that the model was statistically significant
(p= .00). Therefore, minimum one of the independent variables, namely, price fairness,

employee behavior to customers and service accuracy, can explain customer satisfaction.

Table 13: The Results of Final Regression Analysis

Dependent Variable: Satisfaction

Independent Variables: Beta t-value p-value
Price fairness ,255 4,527 ,000
Employee behavior to customers ,298 4,184 ,000
Service accuracy 174 2,332 ,020

R=0,617 R2=0,381 F= 57,094 p=0.000

The coefficient of determination was 0.381 which means that 38,1 % of the customer
satisfaction can be explained by variables proposed in this regression model. Following
equation for predicting customer satisfaction was obtained:

Customer Satisfaction = Bo + 0,298 (Employee Behavior to Customers) + 0,255 (Price
Fairness) + 0,174 (Service Accuracy) + ¢

The best explanation of customer satisfaction was provided by employee behavior as 29,8%,

then by price fairness 25,5% and by service accuracy 17,4%.
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6. DISCUSSION

Analysis of passenger profile showed that more than half of respondents were females (52,8
%). The most of passengers were in young age group between 18-24 and 25-34 totally
comprising 60,2% of all respondents. None of the 282 respondents’ education level were
lower than high school degree. As expected expectations were higher than their perception of
service.

The result of mean value comparison of perception and expectation of service quality items
showed consistency in the highest scores. Items “possession of modern aircrafts”,
“dependability of airline” and “safety during the flight” obtained the highest expectation
scores and respectively highest perception score. It can be concluded that passengers consider
airline as dependable and safe during flight. High score on “possession of modern aircrafts”
can be explained by the fact that airline has young average age of fleet and constantly
renewing it, currently airline is waiting for new Boeings of Dreamliner series. In addition,
“employees are well dressed and neat appearing” obtained highest score in perception section.
In 2012, for the 10" Anniversary of airline, company presented new uniform for
crewmembers with a piece of national Kazakh ornaments on it (Amanzholova, 2012).
Overall, tangibility items scores showed high perception as well expectation scores and small

gap scores.

Standard deviations, deviation from mean values, are higher for perception scores meaning
that there was variation in customer responses, that customer experiences with airline were
quiet different, that passengers did not get the same level of service or had different
perception of service quality. Highest standard deviation score values were for “giving
individual attention to customers”, “giving customers personal attention in solving customer’s
problem” and “showing a sincere interest in solving customer problem”. Moreover, these
items “giving individual attention to customers” and “giving customers personal attention in
solving customer’s problem” had least perception score. The highest standard deviation scores
were for original “empathy” dimension, while “tangibility” dimension items had lowest
standard deviation scores. In general, standard deviation values of expectation scores were not
that high as perception’s indicating that expectations of customers were almost at the same

level. However, expectation may vary depending on what is perceived as “expectation”. For

some customers it is minimum level of service and for others it may mean the most what is
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expected. Generally, experienced customer tend to have more realistic expectations, while
customers with little experience have uncertain expectations. Also, timing for measuring
expectation is important. In this study, expectations were measured after the actual service
experience. This method has probability of uncertain memories about service delivered. Some
researchers suggest to measure expectations before service experience and measure
perception after the service delivery. However, this method has limitation, as post-flight
standards may be different from pre-flight standard according to which service quality is
judged. If study measured expectations before and perception after service delivery most

probably results of this study would be different.

The largest gaps scores were, “airline promises to do something by a certain time, airline
should do so”, “showing a sincere interest in solving customer problems”,” providing their
services at the time it promises to do so” and “keeping error-free records”. All four items
belong to Parasuraman’s (1988) “Reliability” dimension indicating area of service that should

be improved.
Exploratory Factor Analysis resulted in following dimensions with high reliability test results:

e customer satisfaction — 5 items, no item deleted

e price fairness — 7 items, no item deleted

e service quality dimensions: “employee behavior to customers” had 8 items (from
original dimensions: 4 empathy, 2 assurance and 2 responsibility items), “service
accuracy” had 5 items (from original dimensions: 4 reliability and 1 responsibility

items) and “physical evidence” had 3 items (3 out 4 original “Tangibility” dimension)

As the result of factor analysis service quality items were regrouped under different factors.
Thus SERVQUAL’s five dimensions were not confirmed. Items were allotted to three
dimensions. All dimensions were named after careful investigation of items. Employee
behavior to customers includes “giving customers personal attention in solving customer’s

2 (13 2 (13

problem”, “being polite with customers”, “willing to help customers”, “understanding the
needs of its customers”, “possession of the knowledge to answer customers' questions”,
“having the customer's best interests at heart”, “giving customers individual attention” and
“being never too busy to respond to customer requests”. Service accuracy includes employees

“when airline promises to do something by a certain time, it does so”, “dependability of
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airline”, “providing services at the time it promises to do so”, “keeping error-free records”
and “employees tells customers exactly when services will be performed”. Physical evidence
includes “materials associated with service are visually appealing”, “physical facilities of
airline are visually appealing” and “employees are well dressed and neat appearing”.
Similarities of obtained dimensions to service quality dimensions proposed by Brady and
Cronin (2001) were identified. Brady and Cronin (2001) suggested that service quality is
comprised of 3 dimensions, namely interaction quality, physical environment quality and
outcome quality, which in turn comprise of 9 sub-dimensions. They took responsiveness,
reliability and empathy not as direct determinants but as descriptors of service quality.
Interaction quality refers to the employee-customer relationship, employee behavior, attitude
and expertise. Which fully match the proposed “employee behavior to customers” dimension.
Physical environment quality stands for ambient conditions, design and social factors as
presence and influence of other customers of firm on service perception. This dimension only
partially matches “physical evidence” dimension as “physical evidence” has items of firm’s
physical facilities and appearances of employees and do not consider social factors. Outcome
quality matches “service accuracy” in partial manner as well. Both dimensions consider
timing of service delivery. However, outcome quality comprise of other two factors such as
tangibles and valence which do not appear in “service accuracy” dimension. Tangibles stands
for having certain equipment and customers’ attitude towards it, while items of “physical
evidence” and “physical environment quality” are about overall evaluation fo ambience of
office and employees appearance. Valence stands for perception of overall experience.
Overall, only one dimension proposed by Brady and Cronin (2001), interaction quality, fully

matched one of the current study’s dimensions.

Correlation analysis showed that there were positive linear relationships between all variables.
Multiple regression analysis identified that “Physical evidence” had insignificant impact on
customer satisfaction and was extracted from model. Despite of insignificance it should be
noted that “physical evidence” is quiet important for airlines. The insignificant relationship
between physical evidence and satisfaction in the study does not mean there is no relationship
between these two constructs. Rather, it suggests that other factors in the model had enough
strong effect on satisfaction to offset perceptions of physical evidence. Physical evidence

items had the highest perception scores as well as high expectation scores, thus passengers
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experiences what they expected. Customers tend to focus on what they do not have, hence
effect of physical evidence on customer satisfaction became insignificant. The study of Sultan
and Simpson (2000) showed that airline tangibiles was rated as the least important. The rest

dimensions “employee behavior to customers”, “service accuracy” and “price fairness” had

significant impact on customer satisfaction. The final revised model of this study is shown in

the figure 4.
Emplovee Behavior
Service Cluality | Service accuracy
Dimensions

Customer Satisfaction

Physical Evidence

Price Fairneszs

Figure 4: Revised Model of The Study

This study aimed at determining the predictors of customer satisfaction in airline industry,
particularly in Kazakhstan civil aviation industry in case of flag carrier Air Astana.
Accordingly, hypotheses were developed and the results showed that the most important
independent variable was employee behavior to customers while the other variables namely
price fairness and service accuracy had less impact on customer satisfaction. Almost around
thirty percent of the variance in customer satisfaction was explained by employee behavior
variable (Beta= 0.298). Overall, 38,1 % of the customer satisfaction can be explained by

employee behavior to customers, service accuracy and price fairness.

Frequency distribution of responses for price fairness showed dispersion at almost the same
level between “disagree”, “neutral” and “agree” choices. Such distribution of answers can be
explained by the fact, that price fairness judgments are subjective and that customers know
when price is unfair, however, customers are not able to and/or have difficulty to say when

price is fair (Xia et al., 2004). 37% of respondents did not agree that ticket price was fair, 27%
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indicated that they were neither disagree nor agree and 21% agree with this statement. For the
question if price was reasonable 31% respondent did not agree, 32% were neutral and 24%
agreed. 28% of passengers did not find price acceptable, 29% were neutral and 29%
considered price as acceptable. Customers for the statement whether price of ticket based on
cost showed following results: 22% disagree, 40% neutral and 23% agree. Pricing policy of
airline resulted in “pricing policy was fair”: 29% disagree, 36% neutral, 18% agree; “pricing
policy was reasonable”: 30% disagree, 30% neutral, 24% agree; “pricing policy was
acceptable”: 27% disagree, 28% neutral, 28% agree. From the responses investigated above
for price fairness perception, it can be stated that customers split into three main groups with
almost the same percentage. About one third of passenger perceived price as fair, other one
third had uncertain perception and could not say if price was fair and the rest one third of
customers found price as unfair. Interesting result was obtained for price fairness dimension,
as study was measuring it with two sub-dimensions: procedural and distributive price fairness.
However, factor analysis showed that price fairness is unidimensional, at least for this data
set. As it was discussed in previous sections, there is little consensus about dimensionality of
price fairness. The results of this study is not consistent with previous studies (Herrmann et
al., 2007; Martin et I., 2009). However, another study done for tourism sector also showed
that price fairness was one dimensional concept (Chung, 2010).

Frequency distribution of responses for customer satisfaction showed that 51% of respondents
agreed on that their choice of Air Astana as wise, 59% that they did the right thing when they
used the Air Astana, 55% satisfied with their decision to use the Air Astana. Coming to
expectations, 55% of passengers agreed on that expectations were met and 62% of passengers
agreed and 20% strongly agreed with statement “Overall, | was satisfied with my most recent
flight with Air Astana”. In total 82% passenger were somehow satisfied with their last flight,
however, study identified areas of service quality that should be improved. More than half of
passengers are relatively satisfied with their last flight, however results of gap score analysis
showed that their experience from last flight did not fulfill their expectation. Being satisfied
with service even if service fell short of expectations can be explained by degree of
customers’ tolerance. Customers may have minimum acceptable level as standard and when
service provided is above this level but below the expectations it may not necessarily lead to

dissatisfaction. If customer can tolerate and/or accept deviations from expected service then it
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does not generate dissatisfaction. Hence, customers with unmet expectations may report
satisfaction. Area between minimum acceptable level and expectation is also known as “zone
of indifference” suggested by Woodruff, Ernest, & Jenkins (1983). When service is outside of
zone of tolerance it may lead to emotional response (Yiiksel & Yiiksel, 2008). Moreover,
customers may make tradeoffs by compensating weaker part of service by stronger one that

may lead to overall satisfaction (Lewis & Chambers, 1989).
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7. CONCLUSION
This study focuses on customer satisfaction in the airline industry. The purpose of this study
was to measure airline passengers’ satisfaction through price fairness and service quality and
investigate the impact of two variables on passenger satisfaction. Service quality gives
competitive advantage to any firm, it helps to keep current customers as well as attract new
one, consequently increasing market share and profitability. For airlines, it is essential to
deliver high service quality as it leads to survival in highly competitive industry and further
growth. It is important to understand what passengers expect from airline and deliver
expected service. Service quality leads to customer satisfaction. Customer satisfaction results
in a long-term profitability, customer loyalty, and customer retention. Therefore, for company
delivering the right service to the right time at reasonable price is important. Hence,
companies need to gain a better understanding of the relationship between service quality,
price fairness and satisfaction and to act accordingly.
The research was carried out in case of Kazakhstan flag carrier Air Astana. Total of 282
passengers travelled with airline during past 12 months participated in the survey.
SERVQUAL instrument modified to fit airline context was used with subsequent application
of factor analysis to identify the main service quality dimensions. Expectation and perceptions
of service were measured after service consumption. In this study, perceptions of service
quality were lower the expectations and difference between them, gap scores for all items,
were statistically significant, indicating areas for further improvement.
Airline service quality dimensions, namely employee behavior to customers, service
accuracy, and price fairness were found to have significant and positive influences on
satisfaction. While “physical evidence” dimension had no significant influence on passenger
satisfaction. The insignificant relationship between physical evidence and satisfaction in the
study does not mean there is no relationship between these two constructs. Rather, it suggests
that other factors in the model had enough strong effect on satisfaction to offset perceptions of
physical evidence. Items of physical evidence got highest perception and least gap scores,
thus passengers experienced what they expected. Airline has young average of fleet 6,14 year
(Air Astana, 2015).
Employee behavior to customers had strongest effect on customer satisfaction. This

dimension stands for how customers are treated by airline’s employees, how helpful and
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caring they can be towards passengers. Items of this dimension showed lowest perception
scores. It indicates that airline has difficulty with understanding its customers’ expectations,
needs and in problem solving. Therefore, company should improve the employee-customer
relationship.

“Service accuracy” dimension is an interaction of service timing, accuracy and dependability.
Airline should prevent any delays in service delivery and deal with reasons causing them.
Accuracy of service should be emphasized due to problems like issuing of tickets, keeping
records of customers. If airline fails to deal with service accuracy it will negatively affect
customer satisfaction.

In this study, price fairness was found as the second important factor effecting customer
satisfaction. According to the distribution of answers for price fairness questions, one third of
customers were uncertain about how do they perceive prices and pricing policy of airline.
Another one third perceived price and pricing policies as fair, on the contrary the rest one
third of respondents perceived it as unfair. Moreover, the dimensionality of price fairness was
not confirmed in this research. This study supported the idea of one dimensional concept of
price fairness.

Overall, this study showed that national airline of Kazakhstan had difficulty in understanding
its customers and providing high quality service to its passengers. However, results showed
that more than half of passengers are relatively satisfied with their last flight, even if service
fell short of expectations. The results of this study is expected to help to airline to serve

customers better and achieve high level of satisfaction.

Contributions

This study contributes to the tourism marketing literature as it examined and empirically
proved the relationships between service quality dimensions, price fairness and customer
satisfaction in airline industry. The model was derived through extensive literature survey and
empirically tested in airline context. According to the best knowledge of author of this thesis
work, no empirical study have been conducted to investigate the effect of service quality,
price fairness on customer satisfaction in Kazakhstan airline industry. Study integrates two
antecedents of customer satisfaction into one conceptual model. It incorporates price fairness
perception as important factor predicting customer satisfaction. Study have identified airline

service quality dimensions. Also study gives a snapshot of current situation of civil aviation
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of Kazakhstan as research of topic was done through screening different data sources on three

languages.

Theoretical Implications

Finding of this study provide evidence of positive relationship between service quality, price
fairness and customer satisfaction. Airline service quality dimensions effecting customer
satisfaction have been identified. It can be concluded that price fairness perception and
service quality may lead to customer satisfaction. Suggested model can be used as theoretical
base for predicting customer satisfaction. Also, study identified price fairness concept as one
dimensional concept, current study did not confirm dimensionality of price fairness. In this
study, price fairness was measured by two factors: distributive and procedural fairness. This
finding contributes to the literature of price fairness as dimensionality of price fairness is still

under debate among researchers.

Managerial implications

The current study has indicated areas for improvement. It showed that customer expectations
were higher than their perceptions, that employee behavior to customer and service accuracy
were important than physical evidence of airline. While customers were uncertain if price of
ticket and pricing policy were fair. Hence, airline is recommended to do followings:

1. Improve service quality and provide better customer service to minimize the
difference between expectation and perception. Airline should hire more qualified and
motivated staff or train and motivate current staff accordingly. It should train
employees by emphasizing importance of customer and improving the employees’
behavior to customers. Service accuracy and timing should be also improved. Airline
may conduct survey on employees’ and customers’ service perception, compare the
result and find out distinct differences in perception and work in that direction hence it
will help to increase service quality.

2. Apply better communication strategies. Airline should increase focus on price
structure, give clear price reasoning thus customer can make justification for higher
prices perceiving them more reasonable, acceptable and fair. Airline should consider
remedies on how to persuade passengers on price fairness and place trust in its

communication. Airline should be giving right persuasive justification in timely
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manner as customers tend to be unable to evaluate price properly and fails to take into
account all associated costs (Bolton et al., 2003).

3. Develop marketing communication strategies focusing on customer benefits and on
the value of service. Airline can make emphasize on safe flights and benefits
passengers can obtain by using this particular airline.

The result of this study showed that airline should invest in its employees to enhance
customer satisfaction and focus on service quality and perception of price as fair to be able to

build long-term and profitable relationship with its customers.

Limitations

The study has its potential limitations. First, study employed non-probabilistic convenience
sample technique, thus investigated sample may not be representative. The second, it is
generalizability of results as the results based on examination of a single airline. The third is
the possible bias in respondents’ answers. There is a chance for not good understanding of
questions, inability to evaluate a service in case of passenger’s first flight, not giving
sufficient thought and responding quickly and inappropriately and measuring all item with 5-
point Likert scale may create bias in results. Moreover, situational factor like duration of
flight was not considered which may affect level of customer satisfaction. Another major
limitation is changing the procedural price fairness scale which may be the reason of not

confirming the two dimensional concept of price fairness.

Future research

Future researches may be conducted to replicate current study in order enhance the value and
generalizability of findings by employing multivariate technique like structural equation
modeling. The study should be tested on different airlines, service contexts and countries to
verify results. Also, the current model can be improved by adding different variables that
affect customer satisfaction. It is recommended to investigate presence of moderating
variables like cultural aspects, demographics etc. Moreover, future research for investigation

of dimensionality of price fairness can be done.
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APPENDICES

Appendix A
Questionnaire in English
Dear respondent,

This survey is prepared to obtain data with specific purpose in order to use within the scope
of master thesis “Measuring Customer Satisfaction in Airline Industry” in Marmara
University, Social Sciences Institute, Department of Business Administration.

Your participation in this study is voluntary. Your answers will be used only for academic
purposes. Data provided will be kept confidential. I hope you can help me to finish this
questionnaire. Your answers are very important and | sincerely appreciate your support.

Thank you for your contributions to the study by responding to the questionnaire.

Sincerely yours,

Moldir Menzhanova

This questionnaire is for people who are 18 years old or older. Are you 18 years old or older?

e Yes - Please continue with the survey
e No - Do not continue with the survey

If No — please, drop the survey
Have you taken domestic or international flight with Air Astana in the past 12 months?

e Yes - Please continue with the survey
e No - Do not continue with the survey

If No — please, drop the survey

Please think of airline that would deliver excellent service quality. Please show the extent
to which you think excellent airline should possess features described by each statement
below. The following statements are measured on a five-point scale. Please, indicate your
level of agreement or disagreement with each statement by indicating whether you: (1)
strongly disagree, (2) disagree, (3) neutral, (4) agree, (5) strongly agree.

Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree

Airline should have modern aircrafts.

The physical facilities of airline, e.g. office, check-in
counter, should be visually appealing.
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Airline's employees should be well dressed and neat
appearing.

Airline's informative materials associated with its
service, e.g., pamphlets or statements, should be
visually appealing.

When airline promises to do something by a certain
time, airline should do so.

When a customer has a problem, airline should show a
sincere interest in solving it.

Airline should be dependable

Airline should provide their services at the time it
promises to do so.

Airline should keep error-free records.

Employees of airline should tell customers exactly
when services will be performed.

Employees of airline should give prompt service to
customers.

Employees of airline should always be willing to help
customers.

Employees of airline should never be too busy to
respond to customer requests.

The behavior of airline employees should instill
confidence in customers.

Passengers of airline should feel safe during the flight.

Employees of airline should be polite with customers.

Employees of airline should have the knowledge to
answer customers' questions.

Airline should give customers individual attention.

Airline should have employees who give customers
personal attention in solving customer’s problem.
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Employees of airline should understand the needs of
its customers

Airline should have the customer's best interests at
heart.

Airline should have operating hours convenient to all
their customers.

Please think of the last flight that you had on Air Astana as you answer questions given
below. Please, indicate your level of agreement or disagreement with each statement by
indicating whether you: (1) strongly disagree, (2) disagree, (3) neutral, (4) agree, (5)
strongly agree.

Strongly | Disagree Neutral Agree Strongly
disagree Agree

Air Astana has modern aircrafts.

The physical facilities of Air Astana, e.g.
office, check-in counter, are visually
appealing.

Air Astana’s employees are well dressed
and neat appearing.

Air Astana’s materials associated with its
service, e.g., pamphlets or statements, are
visually appealing.

When Air Astana promises to do
something by a certain time, it does so.

When a customer has a problem, Air
Astana shows a sincere interest in solving
it.

Air Astana is dependable.

Air Astana provides their services at the
time it promises to do so.

Air Astana keeps error-free records.

Employees of Air Astana tells customers
exactly when services will be performed.

Employees of Air Astana gives prompt
service to customers.

Employees of Air Astana are always
willing to help customers.

Employees of Air Astana are never too
busy to respond to customer requests.
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The behavior of Air Astana’s employees
instills confidence in customers.

Passengers of Air Astana feel safe during
the flight.

Employees of Air Astana are polite with
customers.

Employees of Air Astana have the
knowledge to answer customers' questions.

Air Astana gives customers individual
attention.

Air Astana has employees who give
customers personal attention in solving
customer’s problem.

The employees of Air Astana understand
the needs of its customers

Air Astana has the customer's best interests
at heart.

Air Astana has operating hours convenient
to all their customers

Please, indicate extent to which you agree or disagree with following statements

regarding the last flight that you had on Air Astana.

Strongly
disagree

Disagree

Neutral

Agree

Strongly
Agree

My choice to use the Air Astana was a wise one.

I think that I did the right thing when | used the Air
Astana.

I am satisfied with my decision to use the Air
Astana.

My expectations from Air Astana were met.

Overall, | was satisfied with my most recent flight
with Air Astana

Please, think of ticket pricing policy of Air Astana in case of the last flight you had on
Air Astana and indicate extent to which you agree or disagree with following statements.

Strongly
disagree

Disagree

Neutral

Agree

Strongly
Agree

The ticket price was fair

The ticket price was reasonable

The ticket price was acceptable
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I think the prices are based on cost

The airline’s pricing policy is fair

The airline’s pricing policy is reasonable

The airline’s pricing policy is acceptable

1. Please indicate your gender
1 Male
1 Female

2. Please indicate your age:

3. Please indicate your completed highest level of education
"1 Lower than high school

High school

College

Undergraduate (Bachelor degree)

O o o o

Graduate (Master degree)
1 Doctorate

4. Travel purpose
71 Business

Vacation

Education

Visit to family or friends

Medical checkup/treatment

O O o o o

Transit flight
"1 Other
5. Please indicate your occupation
1 Government employee
1 Employee of a company
] Self employed
1 Student
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"1 Housewife
1 Unemployed/looking for a job
1 Other

6. How many times did you take a plane in the past 12 months?

7. How many times did you take a plane with Air Astana in the past 12 months?

Thank you for your participation!
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Appendix B
Questionnaire in Russian
Yeaocaemwiii pecnonoenm,

Hannas ankema noozomosnena 0Jis NOIYUeHUs: OAHHBIX C Yelblo OalbHelule20 UCNOIb308AHUS
8 pamkax macucmepckou ouccepmayuu « Oyenka y0061emeopeHHOCU KIUEHMO8 8 CeKmope
naccadcupckux asuanepeso3ok” npu Ynusepcumeme Mapmapa, Hncmumym CoyuanvHolx
Hayx, gpaxyremem Ynpaenenus Buznecom.

Bawe yuacmue 6 smom uccieooganuu A611emcsa 000posonvHbiM. Bawu omeemwvr Oyoym
UCNONB308AHLI  MOJLKO 01 akademudeckux yeneu. Ilpedcmasnenuvie OanHble 0YOym
Xpanumucs 6 mative.

Bawu omeemvr ouenv saxcuvl. A naoeioco, umo Bvl nomoosiceme mue 3asepuiums OaHHOe
uccieoosanue.

A uckpenne yenro eauty noooepaicky! Cnacubo!

Menoip Menscanosa

Jannas ankera npeaHazHauyeHa juis aui 18 nert u crapine. Bol moaTBepkaaere, uto Bam yxe
ucnonHwiocs 18 ner?

U Ha
[l Her

Ecnu BBl oTBETHIHN HeT, TO BBl HE MOXKETE Jalbliie Y4aCTBOBAThH B OIIPOCE.

Jletamu mu Bbl Ha BHYTPEHHHMX WM MEXKIYHAPOIHBIX HAMPaBICHUSIX C aBUAKOMIaHuen Air
Astana B TeueHHe nociieqHuX 12 Mecsies?

1 Ja
(1 Her

Ecnu BbI oTBeTHIIM HeT, TO Bbl HE MOXkeTe nanplie y4acTBOBAaTh B OMPOCE.

IMoxkanyiicTa, mogymaiite 00 aBMAaKOMIAHMH, KOTOpasi Obl NMpPeIOCTABJIAIA OTJIMYHOE
Ka4ecTBO 00C/HY:KMBAHUA. YKAKUTE B KaKO# cTeneHH, no Bamemy MHeHUI0, OTJIHYHASA
aBHAKOMIIAHMS, JOJKHA 00J1aJaTh XapaKTEePUCTHUKAMH, ONMCAHHBIMH B KaKIOM
yrBepaxaenuu. Clieaywiiue yTBep:KIeHHsI HM3MepPSIOTCA N0 NATHOANILHON IIKaJe.
YKaxuTe cTeneHb COIJIACHS WJIM HECOIVIachsi ¢ Ka’KIbIM YTBeEpP:KIeHHEM, YKa3aB 4TO
BbI: (1) KaTeropu4ecku He COIJIACHBI, (2) He corJiacHbl, (3) HelTpaJbHbI, (4) COIJIACHBI,
(5) MOJTHOCTBIO COTJIACHBI.
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Kareropuuecku
He coryaceH (-

a)

He
corjaceH

(-a)

Helitpane
H (-7IpHA)

Cormace

H (-a)

[TonHOCTBIO
corjacet (-a)

Y aBHMaKOMIIAHUH TOJKHBI OBITH
COBpPEMEHHBIC CAMOJIETHI

duznyeckue 00bEKTH aBUAKOMITAHHUH,
K puMmepy, oduc, cToika Ha
perucTpaiyy Ha peiic, JOJDKHBI OBITh
BU3YaJIbHO TIPHBIICKATSILHBIMH

CoTpyIHUKH aBHaKOMITAaHUH JIOJKHBI
OBITH XOPOIIIO OJIETHI U OTPSITHO
BBITJISIIETD

Bremnmanii Bun nHGOPMaITHOHHBIX
MaTepHaJiOB aBUAKOMITAaHHH, K
IpUMEPY, OPOIIIOPHI, TPOCTIEKTEI,
JIOJDKHBI OBITh BU3YaIIBHO
TIPUBJICKATEIHHBIMA

Korna aBmakoMmnaHus obenjaet
CJ/IeNaTh YTO-TO B OMPEICICHHOE
BpeMH, ABUAKOMITaHUA OJO0JI>KHA
BBINOJIHUTE 3TO O0€EIaHue

Korna y kireHnTa BO3HUKaET
npobiieMa, aBUAaKOMIAHUS TOJIKHA
MOKa3bIBaTh UCKPCHHIOO
3aMHTEPECOBAHHOCTD B €T0 PEIICHUU

ABHaKoMIaHus 10JKHA ObITH
HaJIeKHOM

ABHakoMIaHus TOJDKHA
MPEIOCTABIISATH CBOM YCIYTH B
obemraHHoe Bpemst

ABHaKoMIaHus NOJDKHA BECTH
0e301MO0YHbIE 3aITHCH

CoTpyIHHKH aBUaKOMITAHUH JOJDKHBI
MH()OPMHUPOBATH KIMEHTOB, KOT/1a
MMEHHO OyJyT BBIITOJHEHBI YCIIYTH

COprI[HI/IKI/I AaBHAaKOMIIAaHWU JOJI’KHbI
OBICTPO 00CTYKHBATh KIIMEHTOB

CO’I‘py,HHI/II(I/I aBHaKOMIIaHHUH JJOJI?)KHBI
BCEraa OBITH TOTOBBI IOMOYb KJIHECHTAM

COpr,HHI/IKI/I aBHaKOMIIaHHUHU HE
JOJIDKHBI OBITH CIIMIIIKOM 3aHATHI,
YTOOBI OTBETUTH HA HpOCb6BI KIIMCHTOB

TloBesnenue cOTpyIHUKOB
aBHaKOMIIAaHUH JIOJDKHO BHYIIATh
JIOBEPHE KIIMEHTAM.

Haccanmpm ABHAKOMIIAaHHUH JOJI)KHBI
YyBCTBOBATh ce0s1 B 0€30TaCHOCTH BO
BpeMsi MoJieTa.
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COprHHI/IKI/I aBHaKOMIIaHHUH JOJI)KHBI
OBITh BEXKJIMBEI C KIIMEHTAMHU.

COprIIHI/IKI/I ABHAKOMIIAaHHUH JOJI’KHBI
OBITH JOCTAaTOYHO OCBCOIOMJICHHBIMH,
4TOOBI OTBETUTH HA BOIIPOCHL
KIIMCHTOB.

ABnaxoMnaHus JOJDKHA MPOSABJIATH K
KIIMCHTaM I/IH[[I/IBI/I,HyaJ'II)HHﬁ IIOAXO0M.

CoOTpyIHUKH aBHAKOMITAaHUH TOJDKHEI
NPUHUMATh JIMYHOE YYacTHE B
pemeHnn npo0IeM KIHeHTa.

COprIIHI/IKI/I ABHAKOMIIaHHUH JOJI’KHBI
IIOHHUMAThb HOTpG6HOCTI/I CBOHX
KIIMCHTOB

ABHaKOMITaHHS JOJKHA OBITH
OPHCHTHPOBAHA Ha PEIICHUE MPOOIIeM
KJINCHTOB

Paboumnie gackl aBUaKOMITAaHUH JOJDKHBI
OBITH YIOOHBI IJIs1 BCEX CBOUX
KJIUEHTOB

IMoxanyiicTa, moaymaiite o Bamem mociaennem moJiere ¢ aBuakomnanueii Air Astana u
YKa)KHTe B KaKoil cTenmeHH aBuakoMmanusi Air Astana ofJiazaer xapakTepucTHKaAMM,

ONMMCAHHBIMH B Ka:KI0OM YTBEPKICHHH. YKAKUTE CTENEeHb COIJIACHHA MJIM HECOIJIACHA C
KaKAbIM YTBEp:KIeHHeM, yka3aB 4T0 Bbl: (1) KaTreropmyecKku He COIJIaCHbI, (2) He
corJacHsl, (3) HelTpaIbHBbIL, (4) coryacHbl, (5) NOJHOCTHIO COTJIACHBI.

Kareropuuecku
He coriaceH (-a)

He
COIJIaceH

(-a)

Hefitpanen
(-1pHA)

Cornacen

(-a)

IlomHOCTBIO
corimaceH (-

a)

V Air Astana uMeroTcs
COBPEMCHHBIE CAMOJICTHI.

®dusnueckue 00bEeKTEI Air Astana, K
npumepy, oduc, cToiika Ha
pEerucTpanyu Ha penc, TOJKHBI ObITh
BU3YaJbHO PUBJICKATEIEHBI

Cotpymauku Air Astana Xoporro
OJIETHI ¥ OTIPSITHO BBITIISIIIST

Brenraunii Bun nHGOPMAaIHOHHBIX
MaTepHualioB Air Astana, kK mpumepy,
OpONIOPEI, TPOCTIEKTHI, BU3YaJIbHO
MIPYBJIEKATEIbHEI.

Korma Air Astana oOemaer caenarh
YTO-TO B OTPEACICHHOE BPEMS,
ABUAKOMITIAHUA BBIIMIOJHSCT 3TO
oOelanue.

KOF}]a Y KIIME€HTAa BO3HUKACT
mpobOsieMa, Air Astana moka3siBaeT
HCKPEHHIOI 3aUHTEPECOBAHHOCTD B
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€ro pelICHHH.

Air Astana - HaznexxHas
aBHAKOMITAaHUS

Air Astana npeocTaBiIsieT CBOU
yCITyTH B 00eIanHOe BpeMs

Air Astana Bener 0e30IIMO0YHBIE
3aIACH.

Cotpymuuku Air Astana
UHQOPMHUPYIOT KJIIUEHTOB, KOT/Ia
UMCHHO OYJIyT BBITIOJHEHBI YCIYTH.

Cotpymuuku Air Astana GBICTPO
00CITy’)KHBAIOT KIINCHTOB.

Cotpymuuku Air Astana Bcernaa
TOTOBBI IOMOYb KJIMSHTaM.

Cotpynuuku Air Astana He
CJIMILIKOM 3aHSATHI, YTOOBI OTBETUTH
Ha NPOCHObI KJIMEHTOB.

[ToBenenue coTpyaHukoB Air Astana
BHYIIIAET JOBEPUE KIUEHTAM.

[Maccaxxupsr Air Astana 9yBCTBYIOT
ce0s B 0€30I1aCHOCTH BO BpeMs
HoJIeTa.

CotpynHuku Air Astana BeXIIUBBI C
KIIMEHTaMH.

Cotpymauku Air Astana JOCTaTOYHO
OCBEJIOMJIEHBI, YTOOLI OTBETHTH HA
BOIPOCHI KITUEHTOB.

Air Astana nmposiBiIsieT K KIIMEHTaM
VHJIUBHYaJIbHBIA TOJXO/.

Cotpyauuku Air Astana MPUHUMAIOT
JUYHOE yYaCTHE B PEIICHUH
npo0JieM KIIMEHTA.

Cotpymauku Air Astana MOHIMAIOT
MOTPEOHOCTH CBOMX KJIIMEHTOB

Air Astana opueHTHpOBaHa Ha
pernieHre npooeM KIHNEHTOB

Paboune uachl Air Astana ys00HbI
JUISL BCEX CBOMX KJIMEHTOB.

IHoxkasyiicTa, ykaskure, B KaKoil cremeHH Bbl coriiacHbl MM He COIJIACHBI €O
CJHCAYIOLIUMH YTBEpPKICHUAMH OTHOCUTEJbLHO Bamero mocieagHero moJiera ¢
aBuakommanueii Air Astana.

Kareropuuecku | He Heiirpanen | Cormacen | IloxHOCTBIO
He cornaceH (-a) | cornaceH (- | (-npHA) (-a) coryaceH (-a)
a)

Moii  BBIOOp  BOCHOJB30BaThCS
ycayramu — aBuakommanum - Alr
Astana Obu1 MyJpBIM.
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S nymaro, s moctymun (-a)
MPaBUJIBHO, YTO BOCIIOJIB30BaNCA
(-acp) yciayraMu aBHAKOMITAHHH
Air Astana

Sl  noBoixen  (-mbHA)  MOUM
pelneHreM BOCIIOJIb30BaThCA
yciyraMd — aBuakommanum  Alr
Astana.

Mou 0KHIaHUS OT AaBUAKOMITAHUHU
Air Astana ompasganicsk

B nienom, s moBoJieH (-TbHA) MOUM
MOCJIETHUM pevicom c
aBuakoMmmanuen Air Astana.

IMoxkanyiicTa, moaymaiiTe 0 IeHOBOIl MOJHMTHKe aBua0WwieToB Air Astana B ciydae
Bamrero nociieiHero moJiera ¢ aBuakomnanuei Air Astana u ykaxknre, B KaKoi cTeneHn

BbI COIVIACHBI UJIK HE COIJIACHBI CO CJICAYIOIIIUMHU YTBEPKACHUAMMU.

Kareropuuecku
He coryaceH (-a)

He
cornaces (-

a)

Helitpanen
(-pHA)

Cornacen

(-a)

[TonHOCTBIO
cormaces (-a)

Llena Ounera Obl1a CipaBeAIMBOMA

Llena Ouinera OblIa pa3yMHOU

Llena Ounera OblIa IpUEMIIEMON

Sl nymaro, 9TO IIeHBI Ha OmIeT
0o0pa3oBaHbl Ha OCHOBE 3aTpaT
aBHAKOMITAaHUHU

IlenoBass momutuka Air Astana
SIBJIIETCS CIIPABEJIMBOM

IlenoBast monutuka Air Astana
SIBJIIETCS. Pa3yMHOM

IlenoBast monutuka Air Astana
SIBJIIETCS. IPUEMIIEMOM

1. Toxanyiicra, ykaxkute Bam non

L] Myxckoi
{1 JKeHnckwuit

2. Tloxamyiicra, ykaxxute Bamr Bo3pact:

3. Iloxanyiicta, ykakute Bain HauBbICIINI ypOBEHb 3aBEPIIEHHOTO 00pa30BaHUs

"1 HemoaHOe MIKOJIBHOE 00pO30BaHKE

"1 IkonbHOE 0Opa3oBaHue

[ Komnemx
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[l bakamaBpuat

[] Marucrtparypa

[] JlokTopaHTypa

4. Toxanyiicra, ykaxuTe 11esb Barieit nmoe3aku
[l busnec

Otnyck
VYueba
[Tocemenne ceMby WM Apy3€il

TpaH3uTHBIN peiic

Apyroe

l
U
U
[ MeagunuacKOoe 00cienoBanue / JeueHue
l
U
. [Moxkanyticra, ykaxkute Banry npodeccuro

5
[l T'ocynmapcTBEHHBIN CyKallun

CoTpyIHUK KOMIIAHUU

CamocTosITeIbHO 3aHATHIN

CryneHt

Jlomoxo3siika

(0 O B O

be3paboTHblii (-ast) / B mOMCKax pabOThI

7 Jlpyroe
6. Ckombko pa3 Boel seramu Ha camonere (J000W aBHAKOMIIAaHHWEH) B TEUYCHHE
nocienuux 12 mecsauen?

7. Ckosbko pa3 Bel neranun Ha camosiere ¢ aBuakommanueir Air Astana B Tedenue
nocienHux 12 mecsues?

Cnacub6o 3a yyactue!
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Appendix C

Coding of questions for the difference scores (gap scores) of service quality dimensions used

in section 5.3.
Q1 - .
Airline has modern aircrafts.
Q2 . - - . . . .
The physical facilities of airline, e.g. office, check-in counter, are visually appealing.
Q3 e .
Airline’s employees are well dressed and neat appearing.
Q4 . . . o . : .
Airline’s materials associated with its service, e.g., pamphlets or statements, are visually appealing.
Q5 - . . s
When airline promises to do something by a certain time, it does so.
Q6 . . . . -
When a customer has a problem, airline shows a sincere interest in solving it.
7 L
Q Airline is dependable.
Q8 . . ) ) L .
Airline provides their services at the time it promises to do so.
Q9 -
Airline keeps error-free records.
Q10 _— . .
Employees of airline tells customers exactly when services will be performed.
Q11 L .
Employees of airline gives prompt service to customers.
Q12 - -
Employees of airline are always willing to help customers.
Q13 -
Employees of airline are never too busy to respond to customer requests.
Q14 . - . .
The behavior of airline’s employees instills confidence in customers.
Q15 - . .
Passengers of airline feel safe during the flight.
Q16 - N
Employees of airline are polite with customers.
Q17 o , .
Employees of airline have the knowledge to answer customers' questions.
Q18 . o .
Airline gives customers individual attention.
Q19 . . L .
Airline has employees who give customers personal attention in solving customer’s problem.
Q20 - .
The employees of airline understand the needs of its customers
Q21 . , .
Airline has the customer's best interests at heart.
Q22

Airline has operating hours convenient to all their customers
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