Brand Loyalty in the Construction Sector
The Case of North Cyprus

Garsivaz Boroumand

Submitted to the
Institute of Graduate Studies and Research
in partial fulfilment of the requirements for tibeegree of

Master of Arts
in
Marketing Management

Eastern Mediterranean University
February, 2014
Gazimausa, North Cyprus



Approval of the Institute of Graduate Studies ardéarch

Prof. Dr. Elvan Yilmaz
Director

| certify that this thesis satisfies the requiretseas a thesis for the degree of Master
of Arts in Marketing Management

Assoc. Prof. Dr. Mustafa Tamer
Chair, Department of Business Administnatio

We certify that we have read this thesis and thatr opinion it is fully adequate in
scope and quality as a thesis for the degree ofévlag Arts in Marketing
Management.

Assoc. Prof. Dr. Mustafa Tumer
Supervisor

Examining Committee

1. Assoc. Prof. Dr. Mustafa Tumer

2. Assoc. Prof. Drilhan Dalci

3. Asst. Prof. Dr. Mehmdslamalu



ABSTRACT

“Construction sector occupies an important placthemeconomy of the TRNC, and
parallel to the population growth, the demandstuoildings continue to increase”
(building construction and parcel statistics, 200d)e figures released by the State
Planning Organization (SPO) indicate that Urbandmg has been increased by
13.4% from 131,619(1997) to 308,405 (2009) flooraar(nf). This dramatic
expansion will result in appearance of the morestroistion company and of course

the more contracts will be signed among contraahal the customers.

The objective of the thesis is to explore the seun€ customer satisfaction and

dissatisfaction in the construction industry andlenstand how it can influence the

brand loyalty to retain value customer and gairea¢fusiness and to measure the
brand loyalty influences. For this purpose a cohgapmodel were designed and be
tested empirically by using structural equation elod). Dimensions will be

determined which can be significant predictors\a@rall home-buying satisfaction.

In the field of construction, brand loyalty candefined by having more contracts by
the mean of loyal customer with the contractor. thas reason 14 hypotheses were
defined and their relationships were tested ors#éimeple of 101 respondents. The
results provide empirical support and positivetreteship for 10of 14 hypothesis

examined.

Keywords: Construction industry, brand loyalty, customerssaction.



Oz

“Insaat sektorii Kuzey Kibris Tirk Cumhuriyeti'nde 6niebit yere sahip olmakla
birlikte, nufusun blyumesi ile de bina yapimi admaair” (insaat Statistikleri,
2009). KKTC Devlet Planlama Orgitii verilerine géresal kesimdeki ipaat %13.4
oraninda 131,619 Mm‘den (1997) 308,405 th ye yikselmitir (2009). insaat
sektoriindeki bu dramatik artdaha fazla igat firmalarinin piyasaya girmesine ve
bunun sonucu olarak da gtériler ve igaat firmalari arasinda daha fazla anlalar

imzalamslardir.

Bu calsmanin amaci ikaat sektdorinde mgteri tatmini ve tatminsizfinin
kaynaklarini argtirmak ve bunun marka phligina etkisini incelemektir. Marka
bagliligini incelerken mgteri deserinin nasil olgtugunu ve tutumlarin nasil
tekrarlandgl yontinde bilimsel verileri ortaya ¢ikarmaktir. Bmacla kavramsal bir
model olyturulmus ve empiric olarak da yapisal denklem modelleméakuimistir.

Genel olarak ev satin alinirken gteri tatminini etkileyen boyutlar tesbit edilecekti

Insaat sektbrinde marka @di g, marka bgimlisi migterilerin aracilgl ile daha
fazla s6zlemenin yapiimasi ile tanimlanabilmektedir. Bu nedel1 igaat yaptiran
ve/lveya ev alan mterilerden bu konuda veriler toplangnwe 14 hipotez ortaya
konmu ve uygun istatistiki yontemler ile test ediktii. Elde edilen sonuclar 14

hipotezden 10’ununu empiric olarak desteklgimi

Anahtar Kelimeler: insaat sektorii, marka pll g1, misteri tatmini.
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Chapter 1

INTRODUCTION

The construction industry is consisting of manyfessions and organizations, and
this is the reason of its complexity and has numeproblems because of its
complicated nature of operation (Milakovich, 1994preover, the industry of
construction includes different phases such asiligiy, finance, engineering,
procurement and construction (Schultzel & unrul®6)%nd for delivering the
guality, several people with different objectivegls as customers, contractor and

sub-contractors are involved.

Within the construction industry, there are cleatyne companies, which vary in
their level of service and materials, and attractety customer with different needs.
(Rowlinson & Walker, 1995) indicate that one of thatures of the construction
industry is that, the different construction praeessare not the same, and there is no
common standard for the services, and this makasii¢ difficult to guaranty the

quality. And that is why the different contracteery in their cost and speed.

The study of brand loyalty has become one of irgingginterest to researchers and
managers in many industries and is regarded asotlvee of competitive advantage.
Having loyal customer in the construction industogs not have the simple formula

but several factors can influence brand loyaltthis industry. Brand loyalty in



construction industry sector is highly competitared is central to the success of the

economics of the country.

Unexpectedly, there are a few researches evaluttnfactors that influence
customers to have brand loyal behaviors. Therensiderable research on the brand
loyalty and their results in the other industri@st none that has investigated loyalty

determinants for construction industry.

“The construction industry was an important segnoéiihe Turkish Cypriot
economy and provided about 10 percent of employmedtabout 7 percent of GDP
in the late 1980s. Demand for housing, especialhtlie refugees displaced by the
events of 1974, extensive work on the infrastrigtand a rapidly expanding tourist
industry accounted for much of this activity. Gauwaent financed housing programs
for civil servants, also helped maintain the cangion industry. The cost of
government -financed housing of this kind was clee#ipan in the private sector and

permitted ordinary wage-earners to become homea®i(idongabay.com, 2013).

Construction industry has a vital and strategie inlthe economic development of
the society and it has the macroeconomic contobstio gross domestic product
(GDP), gross fixed capital formation, employmend amter-sector linkages (United
Nations Centre for Human Settlements, 1984). Imseof contribution to GDP,
Construction industry activity represents a sigaifit share of the economies in north
Cyprus. According to state planning organizatiodil(®), in the sectorial distribution
of Gross Domestic Product, the contribution of¢bastruction industry has
decreased during these years but it has the paltémincrease the proportion within

the GDP:



Table 1: Increase the Proportion within the GDFCloyistruction Industry

2006 2007 2008 2009 2010

1.7% 7.8% 7.1% 6.4% 5.5%

“North Cyprus deals with economic problems of bewrgmall island with limited
natural resources and a very small domestic markith constitutes insufficient
domestic demand that is required for any sectdaaklopment” (Guncavdi &

Kucukcifci, 2008).

After the year of 2000 the financial problem of biag sector and also the bad
policy of foreign currency of Turkey the crisisrséal in North Cyprus and this crisis
caused the decline in the investment in differadtstrial sectors such as
construction sector. In 2002 the economic got béteause of the new banking
system strategy and after that, because of théiy@mperspective of the solution and

EU membership, foreign investors started to inireghhe North Cyprus.

In that period, the economic continued to get betspecially in the construction
industry because of the increase in local and gardemand for dwelling. But

another crisis was the increasing of interest ratesdecreasing the investments and
consumption that caused increase in inflation aaté decrease the value in exchange
rate on the other hand caused declining in thestmvent in public sector such as

construction sector:



Table 2: Sectorial Distribution of Fixed Capital/&stment

2006 2007 2008 2009 2010

127.6 68.5 40.4 36.5 46.2

The main reason for choosing the construction ittgas the research context is that
the construction industry has become an increasingbortant sector as a foreign
exchange earner in North Cyprus. This is becawsedhstruction industry is
considered to hold the best prospect for contnilguto the North Cyprus economy.
The main objective of the construction industriNiorth Cyprus is to making this
island as the destination region of calm, freshsgectacular environment because
of its geographic situation. This indicates that Morth Cyprus construction industry

plays vital role as a foreign exchange earner.

The objective of the current thesis is to integeatd evaluate the concepts of loyalty,
in the construction sector in North Cyprus and exanthe conceptual model of
loyalty in this sector. A second goal is to deterenihe strength of these relations
base on the selected sample. Understanding théitisesfehe brand loyalty will help
Construction Company in North Cyprus and the cabdra to obtain new customers

as well as building loyalty among existing custosner

“Loyalty occurs when trust and commitment are twskecan be viewed as the
bankable capital of goodwill to reciprocate trustimes of adversity. One
demonstration of an act of loyalty is to sacrifioengthing in the short term to
maintain a long-term relationship and functioniongrihutual advantage” (Walker et

al., 2000). Considering the benefits of loyaltye tirand loyalty in the construction



industry is about how the customer can have loghbliior for one Construction
Company or contractor, and what the important factioat can affect this relation
are. The results of this study provide construcporfessionals with an assessment

of current factors that influence customer brangly in North Cyprus.

Brand loyalty is a key element in sustaining stal@demand and sales flows over time
(Aaker, 1991). There are many researches for etmatpaustomer loyalty behavior
because it is not only increase the revenues lmedse the marketing budget and
advertising. Brand loyalty refers to a "biased wtral response expressed over
time by some decision-making unit with respectre or more alternative brands out
of a set of such brands" (Jacoby and Chestnut,)1918ing the last few years,
search and practice the loyalty has been the omersi@l issue, and conducted many

industries to move their marketing strategies faaquisition to customer loyalty.

The word of construction covers construction ordland in water, permanent and
temporary, public and private, above ground ancetgrdund, including additions,
alterations and repairs as well as immovable andafie establishments. Therefore
the different type of buildings such as residertialdings (house, apartment) can be

the subdirectory of the construction.

In the field of construction the importance of kddayalty is the matter that the
construction company must consider, because basich subdirectory the
construction they build, it is related to the safebmfort, prestige, expenditure,
heating, cooling, saving energy, and quality ofrtiederials, green space and many
other factors. Loyal customer in this industry banthe organizations, banks,

investors, individual customer and every person whats to buy a construction for



different goals. Customers know that there are ntamyractors, but not all of them
are equal. Therefore they have to choose, andhieiime that brand loyalty comes

into play.

Moreover in many companies concentrate on thetsfforimprove quality to satisfy
their customer in the marketplace. In fact, custosagisfaction can influence
customer retention and after that it can causedbtability and competitiveness
(Anderson and Sullivan, 1993). According to Jones 8asser (1995), the key for
guaranty the customer loyalty and creating lonmteglationship and financial
performance is the customer satisfaction (JonesSasder, 1995). Moreover, it is
obvious that, customer satisfaction is the causgrehgthening the relationship
between a customer and firms and of course thi$ édrcollaboration is profitable

(Storbacka and Gronroos, 1994).
1.1 Retain Customer Relationship for Satisfaction and byalty

There are some researches for investigating whipewess switch from one brand.
These studies concentrate on the reason behirshitehing behavior such as price,
promotion, changing life style any many other reass@aker and Lutz, 2000)
(Erdem and Swait, 2004) (Mathur et al., 2003). Manythese studies indicate that
when the customers choose a brand that brand bedbmeereferred brand for the
customer (Szymanski and Henard, 2001), and thgnhiéree positive attitude toward

that brand.

The customers usually choose the brand of produsgrvice by their choice not
because they had to. Occasionally, because ointiitations or urgency they have to

go for the alternative brand. Therefore they caer dheir decision and their criteria



that they decide on the basis of that. Selnes (1993gests that brand loyal
consumers purchase another brand when the pretanaed is not available. The
facts indicate that, the customer who switchedyettsihe other brand has low level

of loyalty.

The facts show that, the loyalty and satisfactimntevo different concepts. As an
illustration, it the industry of construction thestomer may not purchase again at the
same contractor even if he satisfied. There areraéreasons for this decision, for
example, may be the customer wants to try diffecentractors, or may be the
customer is price sensitive and wants to have aonwith the best deal and the

better offer.



Chapter 2

LITERATURE REVIEW

(barlow and Ozaki, 2010) Believe that” Ensuringratdoyalty in house building is
inherently difficult. Owner occupiers generally bmgre than one dwelling in their
lifetime and the majority of households relocatéwm a short distance of their
current home. However, it is generally hard for $ebuilders to offer a full range of
house types in any given housing market area bea#ysroblems in securing land.”
They intend to say that, because of this problesrctistomers tend to buy from the
other house builders or buy the second hand harggaore their needs. Although
there is no collected data, there are few custombosrepeat their purchase from the
same firm that they had transaction before. Butetlage some exceptions such as
very large development sites. Regardless the abmldem, in UK and US, low
level of customer satisfaction force the custontersot purchase from the same

house builders.

Moreover barlow and Ozaki (2010) indicate thatfedlént reasons cause brand
loyalty to be complicated and moreover, cause #ropnance measurement, that
use in the other industries, to be useless indhstouction industry. These reasons
are: interaction time between service provider @amtomer, immobility of housing
as a product and the nature of the land markehanding, low recommendation
rates. Therefore, the construction firms try talfthe appropriate way to retain

customers and improve the relationship with theheyltend to say that, customer



satisfaction is the main strategy securing woraroflith sales. For improving the
quality of their brand the other strategies camaalied to enhance brand loyalty,
such as strategies for selling additional houselgted services customizing the
products and services. However, they believe thati$ not part of the construction

industry’s agenda.

Rob smith believes that,” loyalty occurs when thetomer feels so strongly that you
can best meet his or her relevant needs that yaupetition is virtually excluded
from the consideration set and the customer buysst exclusively from you”

(Smith, 1998).

According to Griffin (1995), there are two factdeos loyalty: emotional attachment
that the product or service is choosing among theralternatives with high

comparison and repeat purchase. She also focugbs éour levels of loyalty:

* The high level of loyalty that firms must try toaeh, named premium
loyalty. The customers are persisting to the coitgét offerings.

* The other level is inertia loyalty that, customleave the potential to attract
by the competitor’s offerings. This kind of loyaliigually occurs when, the
customers have high repeat purchase but have radtogral attachment to
the provider. These customers are the best case\e to the premium
loyalty category.

* In Latent loyalty the customers may have the emafiattachment to the
service provider but they do not purchase freqyeiithe situational factors

can cause infrequently purchases. To overcomethldem, the providers



should first define the reasons and then develapesfies to solve the
problem.
* No loyalty customers that not be affected by loyaliograms.

2.1 Traditional Problems in Construction Industry

“The procurement of construction work has predomilysfollowed the traditional
approach. In this approach, the client engagegsatparganizations for the three
key services of design, measurement and cost gdanceconstruction. The
problems of traditional procurement can be sumredras follows:

* The need to the fully developed design causestitease in duration of the project
and increase the cost as well.

« It is difficult to organize and control the suln¢@ctors and their process of
working, because they are more loyal to the arctiteeho nominated them than the
contractors.

«Usually there is gap between designers and cdotsaclhe attitude of being
separated from each other among these two groeghsce the team work spirit that
Is necessary for the success of the project.

*For the projects that need advanced managemerskilsdad structures, the
traditional system is not good.

*The traditional system has some major shortcomsagh as poor communication
between clients and contractors, long period faistaction and design and problem
of build ability. These problems are the resultshef sequential nature of this
system.

« The facility of the traditional route to respotadlate demands for change has been
identified as one of the main causes of delay anockased cost” ( Proverbs and

Cheok, 2000).

10



2.2 Customer Satisfaction and Construction Industry

Most of the research and surveys about the congtruindustry is about the
customer satisfaction and service quality in thdustry. Customer satisfaction is a
about perceived quality and perceptions — the éxtewhich perceived quality
match with expectations. Customers usually evalimeteerceived performance with
some standard indices, and they are satisfieeiif ierceptions are more than what
they expected from the services. And they are tisigal when their perceived

performance is less than the standards.

Traditionally, in construction industry, the sucses the project is based on the three
fundamental aspects, cost, time and quality (Rid@B88). These important measures
are easy to apply and very objective and can kesaed only at the end of the
project. But they found that they should include thustomer satisfaction to have the
long term relationship. Therefore, the researceveloped they framework

(Latham and Saari, 1979).

The importance of customer satisfaction is accdéeatua competitive markets
(Kotler, 2000; Jones and Sasser, 1995). They ®sdyt that, when the customer is
completely satisfied, can turn into loyal custontert the customers who merely
satisfied; there is the possibility to switch te thther service provider when the

service provider proposes the better offer.

Understanding the customers need is necessaryrirantiag customer satisfaction,
and there is a relationship between the demandmfwstruction product and the use

of the facility. (Ahmed and Kangari, 1995) Indicéitat communication skills,

11



customer orientation and response to complainte kmnificant effect in the overall

satisfaction of the customer in the constructiatustry.

The importance of customer satisfaction, and uae &n index for assessing the
quality from the customer’s perspective, have bmmrsidered by many researchers
in construction industry (Barrett ,2000; Maloney)20Yasamis and Mohammadi,
2002). For instant Perry John Forsythe (2007) aesiga conceptual model for
customer satisfaction in Australian residentialstauction that is a combination of
marketing theory and construction concepts. “Thenwork aims to determine how
empirical data from construction firms and realtoogers, fits marketing theory. In
this framework, customer satisfaction is modeled gap between two constructs:

pre-purchase expectations and purchase perceptions.

Forsythe surveys the process of purchase decisatinstthe marketing concept in
the residential industry and explain it as, thedogineeds recognition, searching for
the contractor, and compare with the other cortracthe process of signing the
contract, and the outcome during the constructi@hadter complete the
construction. In the other words, Forsythe triedediep the fundamental for the
costomer satisfaction in the construction indubgryevaluating the concept of pre
perchase expectations and perceptions of actuebmg, such as product quality,

price, service quality.

Finally he concluded that both pre purchese expieataand perceptions during or
after construction can influence purchase deciaimhit can be end up to customer
satisfaction evaluations. He also says that duhegconstruction the dynamic thing

can take place that influence the customer satisfaclhe service and product

12



quality, price and many other things have importantact on cusomer satisfaction
but the passing of time can lead to updating thiegmions and expectations and

also the way that quality or price impact the costo satisfaction.

According to Jones and Sasser (1995), the situatimre the customer is completely
satisfied, is the key to securing customer loyattg creating superior long term
financial benefit. It is also obvious that when tustomer is highly satisfied, it can
lead to the intensification of the relationshipvibe¢n a customer and a contractor,
and this sense of cooperation is profitable (Stdthand Gronroos, 1994).
Accordingly, customer satisfaction is a principadtor in the development of the
construction process and the customer relation#hgpnatural that, construction
firms should pay more attention to customer satigfa because of its expected

effects on future projects and their reputationV@M.

In fact, there is a complex relationship betweemtieaator and customer in
construction industry, because while simultaneougbBract and operate, each group
collaborates with some other groups. Thereforeooosr satisfaction must be
considered as a relationship rather than transactiastruct (Homburg and Rudolph,
2000). Therefore the transactional marketing mamagé models will not produce
good outcomes in construction industry. Moreovastemer and contractor
collaborate with each other’s; the customer’s ifpag effective implications for the
result of the construction project. It is diffictitt extract past experiences and
customer feedback in the others projects becauge afature of the construction

process such as complexity, and uniqueness ofaadiruction project.

13



2.3 Loyalty and Satisfaction

Satisfaction must be measured in the company pealiglto understanding about
how satisfied the customer of the service. The lprabs that, in the construction
industry the extent to which customer was satise@cognized after completing

the project (Torbica and Stroh, 2001). In sucht@asion the solution is to find out

the affective features of satisfaction to satisky tustomer and retain the relationship

with him for the future contracts and convert thistomer to the loyal customer.

In the competitive economy, instead of trying tedn&ransactional relationship with
customers, the businesses must consider to yietd satisfied and loyal customer.
Traditionally, it was considered that the satistiedtomer is less price sensitive,
purchase adding service or product and will belltyager than the other customers
(Zineldin, 2000). But now the researchers belidwag,thaving the satisfied customers
who have the choice to purchase the service artlipt® from the others is not
enough for loyalty. In order to have the loyal cusér, the customer must be

satisfied totally (Jones and Sasser, 1995).

“Customer loyalty is not the same as customerfaatisn. Customer satisfaction
measures how well a customer's expectations aréyreegiven transaction, while
customer loyalty measures how likely a customéo i®purchase and engage in
partnership activities. Satisfaction is a necesbatynot a sufficient condition for
loyalty. In other words, we can have satisfactiotheut loyalty, but it is hard to

have loyalty without satisfaction” (Shoemaker arevis, 1999).

14



2.4\Word of Mouth

The facts show that when there are widespreadtsfigdren the service provider fails
to satisfy the customers and customers spreaddissatisfaction massage via word-
of-mouth” (Tarp, 1982). On the other hand, thesigiil customer can be a cause of
superior profitability and the reputation of therii when becomes loyal customer
(Jones and Sasser, 1995; Hartline & Jones, 1996)clear that, building and retain
relationship with the customer is vital in compeé&tmarket and because the positive
word of mouth has significant effect on the acdigsi of new customers and

retaining them can be a critical factor for ensgitime competitiveness.

Research shows that, the cost of marketing and sale& the completion for the price
can reduce when the customer is loyal to the bréhid.can be done by having long
term relationship with customer for more salesuituife and also by the customer

satisfaction that cam affects the firm reputation.
2.5 Quiality in construction industry

There is deference between product and proces#yqilt must be consider in
construction industry. The product quality consisuality in the instrument,
materials, and technology used in the construatibite the quality in the process or
service quality is about the way of managing anegrating the process during the

construction (Arditi and Gunaydin, 1997).

For evaluating the level of quality in the constioie industry it is important to
consider the contracting facility, contracting seeg and the constructed facility. In
the other words, the product and service qualitgtrbe considered together. In fact,

when the process is done and interaction betweetnabor and customer is

15



finished, the customer can see the ultimate angtaied product. Therefore, the
service is the mean to transfer the resourcesristagction product (Arditi and

Mohammadi, 2002).
2.6 Contractor Performance

Research conducted by Sami Kéarna examines coristrlise on the satisfaction
and quality and by dividing the customer grouptiogie and public customer. The
focus is to evaluate these customer groups’ paarepof the contractors’
performance (2004). Karna indicates that, in thestroiction project, the contractor
performance can be assessed by three comparigloofsyaich impact customer

satisfaction:

1. Comparison between the qualities of the constmucthe customer’s expectations
and the adjusted goals for the building.

2. Comparison between the quality of the constoagtirocess and the experiences
which have emerged during the process.

3. Comparison between the customer’s expectatioti€gperiences.
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Chapter 3

CONCEPTUAL BACKGROUND AND RESEARCH

HYPOTHESIS

3.1 Conceptual Model

The conceptual model that is shown below is desidaethe purpose of evaluating

the different factors on the brand loyalty in coastion industry:

. Competence
Past or Direct Trast
Experience

Customer Loyalty
Satisfaction Intention

Customer Customer Contractor
Personal Expectation Performance

Need

Contrator
Image
Quality on
Construction
Projects

This figure illustrates the various relationshipattinfluence brand loyalty. As it

mentioned before, because of the importance obmest satisfaction in brand
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loyalty, the conceptual model determines the factioat influence customer
satisfaction in advance. The aim is to evaluatedhelationships in the construction
industry and determine the strength of these mrlatbased on the selected sample.

Thus, based on the conceptual model the followypmptheses are presented:

H1: There is a positive effect of contractor imagetloa customer expectations.
H2: There is a positive effect of personal needshencistomer expectations

H3: There is a positive effect of word of mouth (WOM) the customer
expectations

H4: There is a positive effect of Past or direct eigee on the customer
expectations

H5: There is a positive effect of Customer expectetion the contractor
performance

H6: There is a positive effect of Contractor perfont@on the customer satisfaction
H7: There is a positive effect of the quality of ctvastion project on the customer
satisfaction

H8: There is a positive effect of Customer satistactin the competence trust
H9: There is a positive effect of Customer satistactin the benevolence trust
H10: There is a positive effect of Customer satistattn the Loyalty intention
H11: There is a positive effect of Customer satistacthn the commitment to the
contractor

H12: There is a positive effect of the Benevolencstton the commitment to the
contractor

H13: There is a positive effect of the Competencet toasthe brand loyalty

H14: There is a positive effect of the Commitmentte tontractor on the loyalty
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H1: There is a positive effect of contractor imagethe customer expectations.
3.2 Contractor Image — Customer Expectations

The expectation is the prediction and belief ofgeapng something as result of the
specific action (Malony, 2002). In the other woridsan be define as what customer
wants and desires to be done by the contractoesclistomer will be satisfied when
the performance of the contractor is greater thiaat\ue or she perceived, and
because the construction industry provides sent@wése customers to meet their
expectations, if the customers have some imagas #fo® contractor, it can be affect
their expectations. Karna (2004) believes thatetlage several factors that can
influence the customer expectations about the aoturs, on which the satisfaction

is built. One of these factors is the image andtamons of the contractors.

H2: There is a positive effect of personal needthercustomer expectations.
3.3 Personal Needs — Customer Expectations

For monitoring the quality of the service that isyaded by the construction industry
and contractors it is necessary to be aware obmetexpectations and evaluate
their expectations (Gilbert and Wong, 2003). bblwious that, when the contractor
meet the expectations of the customers or excese texpectations, the customer

will be satisfied.

It must be noted that, the different customers Itifferent needs and therefore their
expectations are different. In the other words,dirtomer expectations vary
because of the different needs that they have acaduse of that reason their needs

must be specified and priories.
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H3: There is a positive effect of word of mouth (WiPon the customer

expectations.
3.4 Word of Mouth — Customer Expectations

There are two approaches to search about the yjoalite service internal search
and external search. Word of mouth is one the eateearches that affects the
customer expectations (Beales et al., 19849rd of mouth has a distinct role in

building the customer expectations (Duane et alf9)

These words or statements are made by the perabadhally is out of the service
provider and is about what he or she thinks aldmiservice. The importance of
word of mouth is that the services are not pretiietand are not easy to evaluate
until buying them and therefore the word of mouth give the valuable information
about the services. In construction industry thvegil of mouth can be very useful

in shaping the customer expectation about the actairs and the construction firms.

H4: There is a positive effect of Past or direqienence on the customer

expectations.
3.5 Past or Direct Experience — Customer Expectations

The past experience as well as word of mouth isléterminant factor for shaping
the customer expectations and is defined as thequeexperience about some
service that is related to the current servicediudes the services from the same
service provider or the service from the other stdu(Carol and Yalch, 1980). The
difference between experienced customer and inextpmyd customer can be result
in the having different expectations because offifferent level of knowledge about

the service (Zeithaml and Berry, 1985).
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H5: There is a positive effect of Customer expéataton the contractor

performance.
3.6 Customer Expectations — Contractor Performance

In most countries, the construction firms and cactrs who exercise the
construction projects pay a few attentions to tg@mer expectations, and it is an
important issue in the evaluating customer satigfa@nd overall assessment of
service quality (Hellard, 1993). In the other wqrtihere is a gap between the level of
performance that delivers to the customer and wistomer expected. And as a
result of existence of this kind of gap, the customill not be satisfied at the end,
because what the customer perceived and expedi&daway from the delivered

service.

In the construction industry, there are many pnoisi¢hat can led to widening this
gap, among them it can be cited the complexityefdgrocess of construction. This
complexity can be in the number and diversity dfiedent phases in construction

projects.

H6: There is a positive effect of Contractor pemiance on the customer satisfaction.
3.7 Contractor Performance — Customer Satisfaction

In order to satisfy the customer as it noted befierexceeding his or her
expectations. And the main focus is to define and their expectations of the
contractor performance. Of course different custsrhave different expectations,
and the construction project is a complex projeth different phases and different
procedures, therefore it should be known that Hmwetxpectations of customer

differ from each other and then try to meet thagezxtations and satisfy the customer.
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As a case in point, Al-Momany (2000) examined thaliy of service in
construction project that delivered by the contvaeind customer expectations and
finally their satisfactions, and came to the rethdt because of the poor

performance on behalf of the contractors, the custe were not satisfied.

According to Karna (2004), to know about the satstustomer it should be
consider that the customer evaluate the contrgeidormance in three approaches:
- Comparing the quality the construction projectwits experience that is

gained during the project
- Comparing his experience with his expectations

- Comparing his expectations with the quality of ungy

H7: There is a positive effect of the quality ohstruction project on the customer

satisfaction.
3.8 Quiality of Construction Project — Customer Satisfation

“Satisfaction in the construction industry can ledimed as how well a contractor
meet the customer expectations, and the qualigoostruction projects can be
regarded as the fulfillment of expectations” (B&r2000). Arditi and Gunaydin
(1997), believe that, there is distinction betwperduct quality and process quality

that must be separately considered in the congtrugtdustry.

They indicate that, the product quality refershie tjuality of the materials, and the
instrument or the use of high technology, but thality of process relate to the
quality of management of the projects, the qualftgdesign and development of the
project and construct the project and also theityuafl the maintaining. In fact the

quality of construction project is the combinatmfrproduct and service quality
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(Maloney, 2002). And according to the Karna (2004, building quality can be
divided to technical quality and functional qualéyd the process quality can be

divided to management and design.

H8: There is a positive effect of Customer satiséeccon the competence trust.

3.9 Customer Satisfaction — Competence Trust

The competence trust is of type of trust that ésrdsponse of such question about:
is there ability to do the work correctly and congogly?” (Davis, 1995)Having
such trust in construction industry can assuretti&e is technical support and
engineering service to complete the project. Iféhis any customer who satisfied
from the service provided by the contractors, ianmsethat the project and the
contractor have met the customer expectations e €xceeded his expectations
and made the customer satisfied. After satisfyihg,satisfied customers believe that

the contractor has the ability to perform the proproperly.

H9: There is a positive effect of Customer satisfecon the benevolence trust.
3.10Customer Satisfaction — Benevolence Trust

Trusthas a vital role in the partnering studies and ihbre helpful to establish the
trust in the relationship between two sides offifegect (Bennett and Jayes, 1995)
is obvious that, trust is based on the processidgeaaluating the data and
information that we have already obtained, in ttheepwords, it is based on the past
experience, but focus on the future. It providesieence that the customer who
satisfied before by the service of the contractat laas good image about the
contractor, will not motivated to change the sespcovider or contractor. Therefore

the trust can guarantee the stability and durgholithe relationship.
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There are two aspects of trust the first one cpoeds to the credibility and honestly
and willingness to keep promises and the otheli®benevolence trust, that is about
the partner’s willingness to pay attention to tkieeo side’s needs and about the good
intentions of the partner (Ganesan, 1994). In trestuction industry, the
benevolence trust can be defined as the willingné#ise contractor to respond to

the customer’s needs and be reliable in the m#exrad conducting the project and

understanding and appreciating the requirementtseofustomer.

H10: There is a positive effect of Customer satisbe on the Loyalty intention.
3.11 Customer Satisfaction — Loyalty Intention

The role of Customer satisfaction that resultoyalty intention has been surveyed
in many researches. In fact, the satisfactionasctimnector of the perceived value
and expectation to the loyalty. It creates longteelationship between service
provider and customer (Cronin et al., 2000). Onatiner hand, loyalty is the
commitment on behalf of the customer to keep refstiip with the service provider

and keep using their service in the future (OliN&30).

This kind of satisfaction can lead the customdrawe loyalty intention toward the
service and recommend the service to the othenge1§lL980), indicate that, the
loyalty has different aspects such as affectivgnidove and action loyalty. Affective
loyalty is the emotional attachment to the seryicevider while cognitive loyalty is
the evaluation process and evaluated statemeret ltwyhl to the service and at the
end the action loyalty is the intention to behasdogal to the service. The goal is to
survey whether the satisfied customer in the canstm industry will have the

loyalty intention or not.
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H11: There is a positive effect of Customer satisbe on the commitment to the

contractor.
3.12Customer Satisfaction - Commitment

In order to distinguish between the customer whtouis loyal and the one who is
very loyal to the service, it can be consideredatfer concept that is more
attitudinal and named commitment (Bloemer and Kgsi#95). For this purpose,
the two different type of commitment must be coastdl: The affective commitment

and the consequence commitment.

The affective commitment is about customer feeind emotion about service
provider, in this commitment the customer has #rese of belonging to the service
provider. On the other hand, in the continuous cadment the economic issues will
be the most important thing to decide to remairnthie service provider (Zins,
2001). In continuous commitment the customer thihks ending the relationship

will be expensive for him.

Satisfaction is the main factor of maintaining tetionship between customer and
service provider (Anderson et al., 1997). This higpeis can be argued that, the
customer who experiences the fulfillment of hisdseby the mean of contractor
expect the same or even better service in theddtam the service provider.
Therefore the customer values the interaction thighservice provider and prefers
this provider among the other alternatives in tigustry and will be committed to

him (Morgan and Hunt, 1994).
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H12: There is a positive effect of the Benevoletnast on the commitment to the

contractor.
3.13Benevolence Trust - Commitment

The service provider who is benevolent can be agsuthink about the favorite of
the customer, but only having the motivation is sufficient; the service provider
must behave in a certain way to operationalizertutvation in the management and
practice. In the other words, he should reflectrtigivation of benevolence. He
should demonstrate that he puts the customer apinithe priority rather than his

interest (Sirdeshmukh et al., 2002).

Benevolence is the evidence of trust, and the semiovider is recognized as
benevolent when he demonstrates the benevolenvibehalthough Ganesan

(1994) argued that, the benevolence trust is clezttgeen two individual,
Sirdeshmukh et al. (2002), believe that the semproeiders can provide the situation
to create the benevolence trust, that the custtmmgrthem as the service provider

who respect their interests.

This hypothesis tries to examine the relationslevieen the benevolence trust and
commitment, in the other words, it suggest thétéf contractor concerns about the

customer’s interest, and respect his opinionctigomer will be committed to him.

H13: There is a positive effect of the Competemgstton the brand loyalty.
3.14Competence Trust - Loyalty

Lusch(2008), believe that, service is the spe@dlizompetence to benefit the

customer. He means competence as the skills andlé&dge. In fact the
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precondition of each relationship is competencst fB8ako, 1992). In order to obtain
the loyal customer, first it is necessary to getrttrust (Reichheld & Schefter,
2.000). In fact, trust is the key component of miaihg the relaitionship. When the
customer trust the service provider that have tmpetence to conduct the project,

he or she becomes more loyal and will tend to signe contract with the contractor.

In this hypothesis, the loyalty considered as #seilt of the competence trust. In
fact, it is considered the more comtetence trusttéacontractor create the higher
level of customer loyalty. Lau & Lee (1999), suredythe connection between the
trust in a barand and the brand loyalty. They fotlvad there is a significant
relationship between trust and loyalty. MoreovegidRheld and Schefter (2000),

believe that “ To gain the loyalty of customer, youst first gain their trust”.

This hypothesis claim that if the customer hascthrapetence trust to the contractor,
this trust can be led to the loyalty to the cortsadn other words, when contractor
has high level of technical experience and carhd@toject properly, the customer

will be loyal to him.

H14: There is a positive effect of the Commitmentite contractor on the loyalty.
3.15Commitment - Loyalty

Commitment plays a vital role in the relationshgiviieen customer and service
provider. As mentioned before, customer commitnhastat least two components:
the first one is based on the emotional linkingakhhamed affective commitment
and the other is based on the cost of swithchimgeonomic issues which named

continuance commitment (Gundlach, Achrol and MentA€995).
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Anderson and Barton (1992), argue that, the redatigp management programs, that
build shared value are more effective than the qamog that focus on the swiching
cost and the bondage. In the other words, builthegaffective commitment has the
influential and positive effect on the customerdlty and showing the loyal

intention such as willingness to pay more for tbevige offered by service provider.
On the other hand the continuance commitment reaedfative effect on some
aspects of customer loyalty such tending to payenfarthe services. In this
hypothesis, it is suggested that the affective cament can lead to the customer

loyalty.
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Chapter 4

METHODOLOGY

In this chapter the methodology of the thesis balldescribed. It will include the
summary of the literature review and brief explarabf how the influential factors
of brand loyalty were defined and how the concdptuadel was shaped. Moreover,
it explains that, how the questionnaire modified &nalized, and how the data were
collected. In fact, the methodology gives the syt credibility, because it defines
the underlying structure of the project. The gehaparoach of this thesis can be
divided into six parts:

4.1 Part One: How the Topic was selected

Having loyal customer in the construction indussryhe issue that can attract the
attention. Because of the experience gained irst#utor and after consulting with
the supervisor the general concept for the theasdefined:” brand loyalty in the
construction industry”. For having more informatiand better understanding about
the topic, a number of article and related studiese searched, and this helped to

create the appropriate approach for the thesis.
4.2 Part Two: The Proposal

After selecting the topic for the thesis the acaidgmapers and previous research
were gathered and the opinion of different reseaschnd experts were surveyed.

And finally the objectives, design, schedule of tinesis were defined.
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4.3 Part Three: Literature Review

As all the research and studies, firs of all, négessary to conduct and study the
point of view and the opinion of the previous resbahat conducted by the
professors and experts to have a general idea #imstibject. Surprisingly, most of
the research papers related to the constructiarsindare about the customer
satisfaction in this sector and service qualitgamstruction projects, and there are a
few articles concern with the brand loyalty in doastion industry and this made the

thesis more difficult to conduct.
4.4 Part Four: Design the Questionnaire

Because the research is exploratory, the best apipifor collecting the data and
conduct the research was questionnaire surveygatlial., 1995). Usually,
exploratory research can get the expectations anafpview of differrent type of

customers.

Conducting a comprehensive literature review hslpouhave a general approach of
the main idea and also is very useful for struoyand designing the questionnaire.
The questionnaire of this thesis was conducted edtling the literature review.
The questionnaire modified during many sessionk thi¢ supervisor, and finally, it
finalized and was ready to distribute and collbetdata. The questionnaire divided
into 14 sections, each section evaluates one diypetheses with asking a number
of questions. The respondents are asked by focosirmgne aspect of the specific

relation in each question. The overall questionthefquestionnaire are 59 questions.

The questions were designed to collect the assessheedegree of agreement of

different respondents with each question. For assgshe extent of agreement the
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five-point Likert scale was used, from stronglyatjeee to strongly agree. Therefore,

the respondents could show their degree of agreemignthe questions. The

number of questions for each relation and thegresfces are shown in the table 3.

Table 3: Measures

Relation Number Reference

Contractor’s Image — 4 (Al-Shorafa, 2008)

Customer Expectations

Personal needs — 1 (David Gilbert, Robin K.C.

Customer Expectations Wong, 2003)

WOM — Customer 1 (Valarie A. Zeithaml , Leonard

Expectation L. Berry, A. Parasuraman,
1993)

Past or Direct Experience — 3 (valarie A. Zeithaml , Leonard

Customer Expectations L. Berry, A.

Parasuraman, 1993)
Customer Expectations — 4 (Ayman H. Al-Momani, 2000)
Contractor Performance
~Contractor Performance — 6 (Karna, 2004)

Customer Satisfaction

Quiality of Construction 9 (Karna, 2004), (David Arditi,

Project — Customer Dong-Eun Lee, 2010)

Satisfaction

Customer Satisfaction — 5 (Jeffrey K. Pinto, 2009)

Competence Trust

Customer Satisfaction — 4 (Gurviez, 2003), (Akintola

Benevolence Trust Akintoye, 2000), (Peter Shek
Pui Wong, Sai On Cheung,
2005)

Customer Satisfaction — 4 (Archana Kumar, Heejin Lim,

Loyalty Intention 2008)

Customer Satisfaction — 3 (Hennig-Thurau, 2004),

Commitment (Dimitriades, 2006)

Benevolence Trust — 4 (Pi-Chuan Sun, Chia-Min Lin,

Commitment

2010)
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Competence Trust — Loyalty 6 (Pi-Chuan Sun, Chia-Min Lin,
2010), (Bonaventure Boniface,
Amos Gyau, Randy Stringer
and Wendy Umberger, 2010),
(Lloyd C. Harris, Mark M.H.
Goode, 2004)

Commitment — Loyalty 5 (Fullerton, 2003)

The questionnaire did not send to the respondbuatgave them in the place and
collected after completing. The respondents wesecivil engineers, architects,
students and the other people who selected randaimfgrtunately, none of the
construction industry in the North Cyprus tendeddtiaborate with the research and

complete the questionnaire.

In order to safeguard of the questionnaire, thpaedents were asked to not answer
the questions immediately and without thinking aktbat. Moreover, they were
requested to ask question if there is any vaguleamuestions. All the questionnaires
were collected in the period of one and half moifitte demographic of the
respondents was expressed in terms of sex, ageityhehere they live, nationality,

occupation, the marital status, education, andneco
4.5 Part Five: Pilot Questionnaire

First, the pilot survey with few respondents wasduand the questionnaires were
distributed between a sample of 25 respondentgdinate the result and
investigating whether the questionnaire is reliarid relevant or not and also to get
the criticism and comments of respondents in cr@@nprove the final
guestionnaire. The respondents were informed abeyturpose of the study before
given the questionnaires. They also be assuredhbgtresponse will only be used

for aggregate survey analyses and will treat thettm thie strictest confidentiality.
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They also were told that, individual responses moll be given to anyone for any
purpose. The respondent of the pilot survey wem fdifferent background and the
purpose of this pilot survey was to take into act@ny other issues in construction
industry related to brand loyalty that were not tiered in the survey. Some of
these comments were helpful in improving the suamy questionnaire. After
investigating the result and finalizing some pdithe questionnaire, these one two-
page questionnaires, gave to the students, pedipéesivil engineers and the

architects.

4.6 Part Six: Analyzing Results and Conclusion

The survey was carried out in early October 20XBthe respondent rate was
approximately 100 percent. The demographic chaiatiteof the selected sample
demonstrate that the majority of respondents atte.riie questionnaires were filled
by 58males and 43 females that were origin of North @gphran, Turkey, Nigeria,

Azerbaijan and Cameron.

In fact two different groups were identified fordlsurvey: The customers and the
contractors. The customers were the people whoedanthave contract with the
contractor to build a construction; they can bedfrinary people, the organizations,
or the real states agencies. The other group veasathtractor that included the
construction firms, the contractors, the civil eregrs and the architectures. After
collecting the data, the data were arranged anigzethand the statistic results were
obtained. As a result, the analyzed data were gad/to see whether they justify the
hypothesis and support them or not. And finallypsidering the results, the
conclusions obtained were stated. The total ofdustionnaires was useful for

analyzing, that is a response rate of 100 perbextti$ very satisfactory.
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Chapter 5

RESULTS

5.1 Validity of Hypotheses According to Survey Resmdents

Characteristics

In order to survey the difference between the arswkdifferent respondent, the
following groups were designed and analyzed by S&f@/are:

Gender

Of the 101 respondents, a total of 58 (57.4 pejaeate mail while 43 (42.6

percent) were female. As it is shown in the table 4

Table 4: Gender

Gender Frequency Percent  Valid Percent  Cumulative

Percent
Male 58 57,4 57,4 57,4
Female 43 42,6 42,6 100,0

Total 101 100,0 100,0

In order to test whether there is any differendsvben Male and Female
respondents for the variables examined in the stwdyused independent t-test:
Ho: There is NO difference between Male and Femalpaedents

Ha There is difference between Male and Female redguts
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The results show that, for the following questioms,found that there is significant
difference (Alfa = 0.10) in the answers betweené/aid Female respondents:

CI1: Price that the contractor firm offers (compareth® client’s estimate) can
influence customer expectations.

It can be concluded that the female are more peositive than mail, and because of
that the price of contractor can influence thepexntations.

CT2: If the contractor can answer customer’s questitearly, he will be the first
choice when the customer wants to buy construction.

Based on the answers, it can be concluded thagléeraspondents’ perception is
that the contractor’'s answers are important. Thagyrpore attention to their
questions and the answers that provided by theaxots.

CL5: When customer is committed to a contractor, stawith contractor is as

much a matter of necessity as it is of choice.

It means that, male respondents’ perception is mposdive (higher) compared to
women, in other words staying with contractor isrewecessary for men rather than
women. It can be interpreted that, men and womemai the same in commitment
to the contractors and their reasons for commitrasntifferent. As a result, Men
and women respond differently to the questions poce, contractor performance

and commitment.

Age
The age group of 18-30 (66.3 percent) and 31-4(B(Rdrcent) account for the
biggest portion of the sample followed by group501¢8.9 percent), as it is shown in

table 5:
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Table 5: Age

Age Frequency Percent Valid Percent Cumulative
Percent
18 - 30 67 66,3 66,3 66,3
31-40 25 24,8 24,8 91,1
41 - 50 9 8,9 8,9 100,0
Total 101 100,0 100,0

In order to test whether there is any differencthoanswers of the questionnaire
according to the ages of the respondents, we use/zty ANOVA statistics.

The hypothesis will be as:

Ho: There is NO difference among different ages efréspondents

Ha There is difference among different ages of #spondents

CI1: Price that the contractor firm offers (compareth® client’s estimate) can
influence customer expectations.

PE3. Customer expectations are more realistic becalubee knowledge he gained.
CEZ1: The contractor’'s performance can be enhancedyf¢basider their customer
expectations.

CEZ2: Contractors always seek easy alternative solutiohtides to save money by
using cheap materials have no consider to custerpEctations.

CE3: Contractor performances are based on cost notlae vawork and customer

expectations
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CP5: Management of work safety on site can influenceéaruer satisfaction.
CS5: When the customer is satisfied he believes theadior has the ability to
perform productively.

CT4: If the contractor provides special service, theauer will be loyal to him.
CL2: When customer is committed to a contractor, heaatept higher prices if
contractor raises its prices.

CL5: When customer is committed to a contractor, stawiitly contractor is as
much a matter of necessity as it is of choice.

For the following above questions the HO will bgeoted at Alfa=10% and conclude
that the answers for the above questions diffeoraitieg to the ages of the
respondents.

Marital Status

As it is shown in table 6, the majority of the resgdents were single with the

proportion of 59.4 percent and the rest were mau@®.6 percent):

Table 6: Marital Status

Marital Frequency Percent  Valid Percent = Cumulative
Status Percent

Married 41 40,6 40,6 40,6
Single 60 59,4 59,4 100,0
Total 101 100,0 100,0

In order to test whether there is any differendsvben Married and Single

respondents we use independent t-test.
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Ho: There is NO difference between Married and Simgpondents

Ha There is difference between Married and Singspoadents

For the following questions the answers of Mara@d Single respondents are NOT
same, in other words there is difference therefeject the hypothesis in the
following questions:

CI1: Price that the contractor firm offers (comparethi® client’s estimate) can
influence customer expectations

Cl4: Availability of highly qualified technical staff ithe contractor firm, can
influence customer expectations

CEZ1: The contractor’'s performance can be enhancedyf¢basider their customer
expectations

CEZ2: Contractors always seek easy alternative solutiahtides to save money by
using cheap materials have no consider to custerpectations

CE3: Contractor performances are based on cost notlae vawork and customer
expectations

CP1: Skill of contractor’s workers can influence custorsatisfaction

CP3: Tending to notices of defect can influence custosadisfaction

CP5: Management of work safety on site can influencearusr satisfaction
CS4:When the customer is satisfied he believes theaotar will look out for my
interests throughout the life of the project

CS5:When the customer is satisfied he believes thaadtor has the ability to
perform productively

CSB2: Satisfied customers believe in that contractoeligble of material and

supply
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CSB3: When customer is satisfied he believes the comtractderstands and
appreciates his requirements and difficulties, Hetmst the contractor

CSL4: Satisfied customer would encourage friends andivekato use this carrier
Income

The respondents are classified into four categdx@sed on their income, and the
table 7, demonstrates the percentage of each grbwdevel of income is based on
the Turkish Lira currency. The research consideus §roups for level of income. It
must be mentioned that, the respondent who dighdatate their level of income,

are shown as number of 99 in the analysis.

Table 7: Income

Income Frequency Percent Valid Cumulative
Percent Percent
under 1000 31 30,7 30,7 30,7
1,000 - 2,000 20 19,8 19,8 50,5
2,000 - 3,000 11 10,9 10,9 61,4
More than 12 11,9 11,9 73,3
3,000
99 27 26,7 26,7 100,0
Total 101 100,0 100,0

In order to test whether there is any differencthanswers of the questionnaire
according to the level of income of the respondesm&suse One Way ANOVA

statistics.
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The hypothesis will be as:

Ho: There is NO difference among different respondentome level

Ha There is difference among different respondenteme level

For the following questions, the HO will be rejett Alfa=10% and conclude that
the answers for the above questions differ accgritirthe income level of the
respondents:

CI1: Price that the contractor firm offers (comparethi® client’s estimate) can
influence customer expectations.

Cl4: Availability of highly qualified technical staff ithe contractor firm, can
influence customer expectations.

PN1: If people’s needs for settling are different, thleare will be a significant
difference in their expectations of desired corgtam service quality.

CEZ2: Contractors always seek easy alternative solutiahtides to save money by
using cheap materials have no consider to custerpEctations.

CE3: Contractor performances are based on cost notlae vawork and customer
expectations.

CP3: Tending to notices of defect can influence custosagisfaction.

CP4: Cleanliness and order on site can influence custsatesfaction.

CP5: Management of work safety on site can influenceéaruer satisfaction.

CP6: Tending to official obligations can influence custr satisfaction.

QCP1: Management and implementation of agreed qualityrasse procedures can
influence customer satisfaction.

QCP7: The ability to provide the right service at thesfitime with minimum

amount of rework can influence customer satisfactio
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QCP8: The variation in the completion time of the contrea@mpared to the
scheduled date can influence customer satisfaction.

CS4: When the customer is satisfied he believes theaotar will look out for my
interests throughout the life of the project.

CS5: When the customer is satisfied he believes theadior has the ability to
perform productively.

CSBL1.: Satisfied customer thinks that the contractor abMapking to improve its
response to consumer needs.

CSB4: Failure of integrity involves lying; cheating ordmg facts in project team
will tarnish trust.

CSC3: For the Satisfied customer the contractor hasttbag identification.

CT4: If the contractor provides special service, theaauer will be loyal to him.
CL5: When customer is committed to a contractor, stawiitly contractor is as
much a matter of necessity as it is of choice.

In the other words, their responses are differbntiithese relations:

Contractor Image- Customer expectations, Persa®ls: Customer expectations,
Customer expectations- Customer performance, Castperformance- Customer
satisfaction, Quality of construction project- Garser satisfaction, Customer
satisfaction- Competence trust, Customer satisfacBenevolence trust, Customer

satisfaction- Commitment, Competence trust- Loyaltymmitment- Loyalty.

For analyzing the conceptual model, the partiadtisguares (PLS) were applied.

Because” it is suitable when the goal of the stisdp explain an outcome of interest
and the measures for constructs are derived fraimaal data’(Gefen et al, 2011). In
other words, it applies a component-based apprmaahsessment. PLS can analysis

a structural model (estimating the relationshipsvieen theoretical models) and a
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measurement model (estimating the reliability aalihty of measures) (Karahanna
et al., 2006). In fact, PLS is a favorable analymrause it needs a small number of
samples and places less restrictive demands atuedglistribution (Chin et al.,

2003).
5.2 Measurement Model

Two step approaches were used as Anderson andn@€988) suggested. First,
the validity and reliability were evaluated andrtltgscriminant validity was done.
The reliability of the items can be tested by obsey the loading factor of the items.
Factor loading higher than 0.7 can be highly rééiamnd less than 0.5 should be
deleted. Convergent validity is for when more tbae item are used to measure a
relation, and finally, AVE (average variance exteal, is the summation of the
square of the factor loadings divided to summatibthe square of the factor loading

plus summation of the error variance (Fornell hactker, 1981).

If the AVE. is less than 0.5 the validity of théatgon is questionable. Therefore, for
satisfying the requirements for reliability, Comjteseliability should be greater
than 0.7 and the AVE should be higher than 0.5thleamore, the square root of
AVE should be higher than zero for discriminanticidy.

Table 8 shows the assessment of convergent vasidiyreliability:

Table 8: Convergent Validity and Reliability

Model Measurement Loading CR AVE Cronbach’s
construct item Alpha
Benevolence BT1 0,735431 0,920360 0,745807 0,881843
Trust
BT2 0,963317
BT3 0,963146
BT4 0,765991
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Customer

Expectation

Contractor
Image

Commitment

Contractor

Performance

Customer

Satisfaction

Loyalty
Intention

Competence

Trust

Past Direct
Experience

Customer
Personal
Need

BT2

CE2

CE3

Cl1

CI3

CL1
CL2
CL3
CL4

CL5
CP1

CP2
CP4
CP5
CP6

CS1

CS2
CS3
CS4
CS5

CSL1

CSL2
CSL3
CSL4

CT1
CT2

CT3
CT4

PE3

PN1

0,735431
0,729119

0,806279

0,680107

0,822533

0,772559
0,983012
0,776633
0,982535
0,981534

0,582391

0,586072
0,801878
0,772197
0,712114

0,509821

0,750399
0,854546
0,759919
0,698488

0,998324

0,998730
0,999287
0,998914

0,807164
0,972148

0,971320
0,790644

0,950009

1,000000

0,261966

0,256890

0,957157

0,821937

0,842803

0,999406

0,937585

0,149331

1,000000

0,388484

0,351180

0,819021

0,442445

0,523725

0,997629

0,791291

0,422395

1,000000

0,252937

-0,286049

0,941609

0,741927

0,763655

0,999208

0,909294

-0,185491

1,000000
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Quiality of QCP1 0,727722 0,695637 0,819021 0,741927
Construction

Project
QCP4 0,649196
QCP5 0,705935
QCPS8 0,598355
QCP9 0,673811
WOM WOM1 1,000000 1,000000 1,000000 1,000000

As it shown in the table 8, the factor loading lésn 0.5 bas been dropped,
moreover, in some constructs such as, customecttm, contractor image,
contractor performance and past or direct expegigthe AVE that considers the
variance capture by the indicators, is less th&nibmeans that, the variance
captured by the construct is less than the measneenror, and therefore, the
validity of construct is questionable. In other d®rAVE higher than 0.5 suggests
that, the items of construct explain more variahes the error terms (Fornell and

Larcker, 1981).

Furthermore, discriminant validity determines wlegtthe measures of constructs are
different from one another. Discriminant validitgrcbe examined whether the
square root of AVE is larger than the correlatioeféicients (Parolia et al., 2007).
The alpha coefficients for the items within eachstarct are sufficiently high, all of
them except past direct experience, contractor @nagd customer expectations are
above the minimum, for Satisfaction that is 0.70e Tiscriminant validity of the
constructs is shown in the table 9. In this tatile,names of the constructs are shown

by two letters:
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Table 9: Discriminant Validity

B C C C C C C C L P Q W
T O T I P N S E I E P M

B | 863

T

C

o 949 | .954

C

T .964 | .958| .989

Cc |- - -

| .066 | .008 | .036| .992

C - -

p .030| .019| .019]| .480| .666

C -

N 001|.011] .021] .373 .3941.00

C

S .044| .019| .027 .404 .648 .490724

C - - - - -

E .046 | .003|.074| 375|.290| .201| .350| .623

L -

| 966 | .982| .971 010! .004| .019| .043 .007.999

P -

£ .060| .045| .022 .532 .472 .297 .483356|.039|.650

Q - - - -

P 025| .032|.028| .494| .530| .327 .508 3121 .002| .390| .548

W |- - - - - - 1.

M .021|.016|.006 | .071| .077| .103| .02Q .034|.008|.023| .085| o

In the table 9: BT is Benevolence Trust; CO is Catmrent; CT is Competence
Trust; Cl is Contractor Image; CP is Contractof@@nance; CN is Customer
Personal Need ;CS is Customer satisfaction; CRugdiner expectations ;LI is
Loyalty intention ;PE is Past direct Experience j@Buality of construction Project

and WM is Word of Mouth.
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The bolded numbers the square root of the variahaeed between the constructs
and their measures and off diagonal numbers arelabons among constructs. By
comparing the square root of AVE with the numberdar the diagonal, it can be
identified that each construct is more relatedd@wn measures than the measure of

the others.
5.3 Structural Model

Once the construct measures have been confirmegiase and valid, the next step
is to assess the structural model results. Thiglweg examining the model’s
predictive capabilities and the hypothesized refathips between the constructs.
By using the bootstrapping technique, the pathyamabnd the t-statistics were

calculated for each hypothesis relationships.

Structural model path coefficients can be integuetlative to one another. If one
path coefficient is larger than another, its eff@ethe inner variable is greater.
These coefficients represent the estimated chanteiinner variable for a unit

change in a predictor construct.

Before evaluating the size of the path coefficiémejr significance must be
examined. To examine their significance, the Boapping was used.

After examining the significance of relationshitize relevance of significant
relationships should be assessed. Path coeffidietite structural model may be
significant, but their size may be so small thatytdo not warrant managerial

attention.

Table 10 shows the path coefficient and T-Stattithe structural model:
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Table 10: Path Coefficients and T-Statistic

Path Standard T Statistics
Coefficient  Deviation (|O/STERR])
(STDEV)
Commitment -> 0,632047 0,248906 2,539302
Loyalty Intention
Competence Trust -> 0,365013 0,264040 1,382413
Loyalty Intention
Contractor Image -> 0,252177 0,242857 1,038378
Customer
Expectation
Contractor 0,444809 0,119964 3,707853
Performance ->
Customer Satisfactiol
Customer Personal -0,040832 0,116220 0,351337
Need -> Customer
Expectation
Customer Satisfactiol 0,044597 0,222696 0,200259
-> Benevolence Trus
Benevolence Trust -> -0,050842 0,121320 0,341327
Commitment
Customer Satisfactiol 0,019244 0,168433 0,114254
-> Commitment
Customer Satisfactiol 0,027503 0,190243 0,144570
-> Competence Trust
Customer Satisfactiol 0,021066 0,225384 0,093468
-> Loyalty Intention
Customer -0,290029 0,232583 1,246992
Expectation ->
Contractor
Performance
Past Direct -0,208775 0,273496 0,763356
Experience ->
Customer
Expectation
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Quality Construction 0,322778  0,138387  2,332430
Project -> Customer
Satisfaction

WOM -> Customer 0,365013  0,104334  0,414277
Expectation

As the result of path analysis are presented intdbke above, the commitment is
related to loyalty intention as mentioned in H1l4tfpcoefficient=0.632, t=2.539),
contractor image is related to customer expectstiaa mentioned in H1(path
coefficient=0,252, t=1,038), competence trust itatesl to loyalty intention as
mentioned in H13 (path coefficient=0.365, t=1.383),test of H6 proves that,
contractor performance is related to the custoragsfaction(path coefficient=0.444,
t=3.707), a test of H9 reveals that, customer feati®n is related to benevolence
trust (path coefficient=0.044, t=0.200), a test ldll shows that, customer
satisfaction is related to commitment(path coeffit+=0.019, t=0.114), as mentioned
in the H8, customer satisfaction is related to cetapce trust(path
coefficient=0.027, t=0.144), customer satisfact®melated to loyalty intention(path
coefficient=0.021, t=0.093) as indicated in H10aljy of construction project is
related to customer satisfaction(path coefficier32@, t=2.332)as mentioned in H7,
and finally a test of H3 proves that, word of mouth related to customer

expectations(path coefficient=0.365, t=0.414).

The supported Hypotheses by this research are shothke table 11. As it is shown

in this table the four hypotheses are not suppdijetthe research:
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Table 11: Supported Hypotheses

Hypothesis Path Coefficient Supported

H1 0,252177 Yes
H2 -0,040832 No

H3 0,365013 Yes
H4 -0,208775 No

H5 -0,290029 No

H6 0,444809 Yes
H7 0,322778 Yes
H8 0,027503 Yes
H9 0,044597 Yes
H10 0,021066 Yes
H11 0,019244 Yes
H12 -0,050842 No

H13 0,365013 Yes
H14 0,632047 Yes
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Chapter 6

CONCLUSION

There are many studies that evaluated the impacustfomer satisfaction in the
construction industry, but a few were conducted &ssessing the factors that
influence the brand loyalty in this industry. Thenceptual model of this research
has fourteen hypotheses; the first part surveysrthgence of different factors on

customer expectations, such as past or direct exoey, customer personal needs,

contractor image and word of mouth.

The result of the research, support H1 (There isnteractive effect of contractor
image on the customer expectations) and H3 (Tisean iinteractive effect of word
of mouth (WOM) on the customer expectations), tleeeg it confirms that, word of

mouth and contractor image can influence the cust@rpectations in construction
industry. However, the negative links between austo personal needs and
customer expectations (H2) and between past octdegperience and customer
expectations (H4) are not significant, as it sedmese relations usually exist in the

real world.

The H5 (There is an interactive effect of Custorepectations on the contractor
performance) and H12 (There is an interactive eft¢the Benevolence trust on the
commitment to the contractor) has the same sitnatiod the research does not

support them.
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The influence of contractor performance on the amsr satisfaction (H6) is
supported by the results. It indicates that, custoatisfaction in construction
industry can be defined as how well the contrapenforms to meet the customer
needs. The results also supports the H7, indidhatas the quality of construction
industry influence the customer satisfaction, aadeld on the questionnaire, this

quality is the quality of products and service dgrithe construction project.

H8 is supported by the results. It means that,dnstruction industry when the
customer is satisfied, he believes that the coturdtas the ability to perform the
project. The results indicate that, the satisfiadtamer believes that the contractor
pays attention to his interests (H9). The influeateustomer satisfaction on loyalty
intention is also supported (the satisfied custoraeds to behave as loyal customer,
H10). The influence of customer satisfaction on somment (H11) and influence of
competence trust and commitment on loyalty is algeported by the results of the
research. The entire hypothesis except H2, H4, mtbHil2 were supported by the

results.

In conclusion of the above, ten hypotheses out afrtéen hypotheses were
supported by this research and four hypotheses nag¢reupported. This research can
be replicated and results could be more validategdihering more data to better
generalizing. It means that, by choosing greatenpéa and more experienced
sample, the results will be different, becauseutmgupported hypotheses seems to be
the influential factors on customer expectationsrddver, the benevolence trust is

usually an important factor for commitments.
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6.1 Limitations

Like many of empirical research, there are somédinons that must be considered
in this research. First, many of construction indusnd people in North Cyprus
refused to contribute and participate in the redeaherefore, there was a limitation
of expert respondents who know about the importasicdoyalty in industries.
Additionally, because of the different cultureseds, expectations, the result of the
research should not be generalized. For genergliie findings to the other

countries, the caution should be taken and it neeas research.

Moreover, the majority of the respondents had ayfears of experience in
construction industry. It is necessary that an oiggd research and interview should
be conducted to collect more insights. And finathe relationship between past and
direct experience in construction industry seemsetdigher than what the results
indicate, therefore it should be apply with cautionadopting the research findings

for predict this relationship.

6.2 Implications

Construction firms should focus on building the tonser relationship and try to
create satisfied and loyal customers. In this itrgust is very important to have
satisfied customer. It is clear that, the satistectievel varies between different
customers, therefore, there must be an organiz&tiGupervise the act of different
construction firms, and of course there must beginernment regulations, under

which this organization makes decisions.

Moreover, like other service providers, it is im@mt in this industry to be

responsible for the service, after delivering thedpict. It can be an influential factor
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of customer satisfaction. These satisfied custoro@nsbe turned to loyal customers
and can be beneficial for the construction firmsrégeating the business with the
specific firm. They should develop the strated@sleliver the high quality service
and performance to elevate customer satisfactionaéter that by creating trust and

commitment bring the customer to the level of lbyal
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