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Abstract: This paper investigates the level of customer satisfaction among the customers who fly with
Air Asia, a budget airline in Malaysia. The factors which investigated are the price offered, pre-flight
services, customer relationship management, cabin environment and in-flight services. The
independent variable is customer satisfaction. A quantitative approach with Pearson correlation and
multiple regression analyses were deployed to study the relationship between the independent variables
and dependant variable. The findings reveal that there is no relationship between the price offered by
Air Asia and the satisfaction level of the customers. The factors such as the pre-flight services,
customer relationship management, cabin environment and in-flight services on Air Asia have shown
positive significant relationship with customer satisfaction. It looks like that Air Asia customers are no
longer view the price as an issue as they are already enjoying currently. The customers are now
focusing their attention on the quality of pre-flight services, customer relationship management, cabin
environment and in-flight services offered by Air Asia, which seems to be affecting their customer
satisfaction levels. Therefore, the management of Air Asia Berhad should focus their resources
towards delivering customer satisfaction.
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INTRODUCTION

AirAsia Berhad is a low-cost airline based in Kuala Lumpur, Malaysia. It operates scheduled domestic and
international flights and is Asia's largest low fare, no frills airline. AirAsia pioneered low cost traveling in Asia.
It is also the first airline in the region to implement fully ticketless travel and unassigned seats. AirAsia has been
expanding rapidly and is very popular among the travelling public thanks to its frequent low fare deals. Its main
base is the Low Cost Carrier Terminal (LCCT) at Kuala Lumpur International Airport (KUL). Its affiliate
airlines Thai AirAsia and Indonesia AirAsia fly from Suvarnabhumi Airport, Thailand and Soekarno-Hatta
International Airport, Indonesia, respectively. The airline was established in 1993 and started operations on 18
November 1996. It was originally founded by a government-owned conglomerate DRB-Hicom. On December
2, 2001, the heavily-indebted airline was purchased by former Time Warner executive Tony Fernandes's
company Tune Air Sdn Bhd for the token sum of one ringgit. Fernandes proceeded to engineer a remarkable
turnaround, turning a profit in 2002 and launching new routes from its hub in Kuala Lumpur International
Airport at breakneck speed, undercutting former monopoly operator Malaysia Airlines with promotional fares as
low as RM1.

Asia being the largest continent of the world has always been home to diverse traditions, cultures,
ethnicities and wonders. The country of Malaysia is in the southeastern part of Asia which is a major tourist
attraction. There are numerous international airlines that take visitors and travelers to Malaysia from all major
parts of the globe. There are also a number of domestic flight networks in Malaysia that takes passengers to their
desired destination in the country. It offers regular flights among most of the Malaysian cities. With the
introduction of budget airlines, flights to Malaysia have come within the range of most people. All recognized
airline services are thriving for more facilities and excellent consumer service. There is a cut-throat competition
among the airline service providers who are always looking to extend their services and are always challenging
their own limits. This is a situation where the consumers always stand to gain. The customers can book their
seats as per their budget obligations. There are a range of choices that they can opt for. They could travel first
class or even opt for the luxurious business class. But if the budget doesn't allow that, the customers can always
choose to travel in the economy class or low budget airlines. In the case of Air Asia, it is competing with the
other low budget airlines like Firefly and the international brands like Malaysian Airlines and Singapore
Airlines based on price. It can be observed from Air Asia’s advertisements and promotional activities that Air
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Asia is working to position itself as the leader of low budget airlines by lowest price of tickets and even giving
free tickets to customers. However, price alone will not keep customers coming back to Air Asia. There are
many other factors that affect customer satisfaction which are important to create customer loyalty. A research is
required to provide a clear view into the factors that influence customer satisfaction among Air Asia passengers.

The primary objective of this study is to measure the factors that influence customer satisfaction among Air
Asia passengers’ satisfaction levels. These are the factors that may lead the customers to choose Air Asia as
their preferred airline to fly.

Theoretical Framework:

Customer-centered companies have emphasized a better understanding of customer’s needs and wants and
then translated them into the capability to give customers what they really need and want. For this purpose,
much marketing research has been done on analyzing customer behavior. The field of customer behavior studies
have revealed how customers select, buy, use and dispose of goods, service, idea or experience to satisfy their
needs and wants. Moreover, measuring customer satisfaction has become increasingly popular in the last two
decades and the satisfaction construct has gained an important role in the marketing literature (Lin, 2003).
Customer satisfaction is the key factor determining how successful the organization will be in customer
relationships Reichheld, 1996; therefore it is very important to measure it. In an atmosphere of heavy
competition it is dangerous to be a non-customer oriented company. Most markets are very competitive and to
survive, organizations need to produce products and services of very good quality that yield highly satisfied and
loyal customers. High customer satisfaction will strengthen the relationship between a customer and a company,
and this collaboration has been found to be profitable (Storbacka et al., 1994). Satisfaction is defined as an
emotional post-consumption response that may occur as a result of comparing expected and actual performance
(disconfirmation), or it can be an outcome that occurs without comparing expectations (Oliver, 1996). Satisfied
customers are more likely to return to those who have helped them, and dissatisfied customers are more likely to
go elsewhere next time. The key to organizational survival is the retention of satisfied customers. If companies
want to achieve customer satisfaction, they must measure it, because “you cannot manage what you cannot
measure” (Ho, 1995).

Interestingly, satisfaction is used as a common marketing benchmark of an organization’s performance,
almost to the exclusion of other issues (Bennet and Rundle-thiele, 2004). The satisfaction judgment is related to
all the experiences made with a certain business concerning its given products, the sales process and the after-
sale services. Whether the customer is satisfied after purchase also depends on the offer’s performance in
relation to the customer’s expectation. Customers form their expectation from past buying experience, friends’
and associates’ advice and marketers and competitors’ information and promises (Kotler, 2000). In achieving
customer satisfaction, many companies today are adopting Total Quality Management (TQM) to improve the
quality of their products / services. By improving quality above competitors, it is foreseeable that the company’s
performance in the marketplace will improve as customers will choose the company” s products / services over
other companies. The goal is to emphasize on the overall satisfaction of the customers through the continuous
improvement of products / services. However, it is important to know what factors lead to customer satisfaction
so that companies can focus on improvement on areas that are valued by customers. It is found that in the
construction industry, it is difficult to accurately determine customer satisfaction. That is why, the TQM in the
construction industry lags behind other industries (Ahmed and Kangari, 1995). Hence, it is important for
companies to first identify the factors that lead to customer satisfaction so that they know where they should
emphasize their TQM on. The following diagram shows the conceptual framework used in this research.

# Price
# Per-flight Services

L Customer
# Customer Relationship Management

Satisfaction
# Cabin Environment

#» In-flight Services

Fig. 1: Conceptual Framework.

Price Offered:

The higher the price paid, the higher is the opportunity costs. The opportunity costs represent the sacrifice
that the customers put in to enjoy the products / services. Therefore, the lower the price, the lower is the
sacrifice and thus, the higher the probability that the customers will attain customer satisfaction. Because of the
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intangible nature of the service - price becomes a pivotal quality indicator in situations where other information
is not available (McConnell 1968; Olander 1970). It is essential, therefore that the service firm engages in
competitive pricing. Being an important tangible cue, price of the service is an area in which the service
marketer can concentrate to get a competitive edge. In the case of pure services, as in the present context, like
medical services or legal services price is an important factor because it is a basis for the customer to make a
final choice among several competing service organizations. Therefore, price offered by Air Asia has impact on
customer satisfaction, thus;
H1: Price offered by Air Asia has a positive relationship with customer satisfaction.

Pre-Flight Services:

Customer satisfaction is also related to the services offered. With retail banking, the convenience and
competitiveness of the provider’s offerings can be expected to affect a customer’s overall satisfaction and
ongoing patronage (Levesque and McDougall, 1996). Customer service should be more important to customer
satisfaction when the product line growth rate is low (as in the case of a mature product). Bowen et al., (1989)
suggest that customer services are critical in mature markets in which it is difficult to attract new customers.
Storbacka et al., (1994) also examined the links from service quality to costumer satisfaction to customer
retention to profitability. They commented that most of the literature examined only the link between service
quality and satisfaction, with a few extending their research to include behavioral intention, but point out that
purchase intentions do not necessarily have high predictive power. Quality of service is very important in
ensuring customer satisfaction. Frequency of bad experiences will impact a customer’s perception on the
company. For instance, if a customer receives rude service from the same bank consistently, he / she will be
dissatisfied with the services. Eventually, the customer might decide to take his / her business elsewhere.
Therefore, it is anticipated that pre-flight services offered by Air Asia impacts customer satisfaction, thus;

H2: Pre-flight services of Air Asia have a positive relationship with customer satisfaction.

Customer Relationship Management:

A company has to create customer relationships that deliver value beyond provided by the core product.
This involves added tangible and intangible elements to the core products thus creating and enhancing the
“product surround”. Customer delivered value can be defined as the total value offered to a customer less the
total cost to the customer. Total customer value can include functional value of the product, service value,
emotional value, social value, conditional value and epistemic value and image. On the other hand, total
customer cost can include monetary price, time, shopping efforts, energy and psychological cost value
(Terziovski, 2006). According to Cronin et al., (2000), the customers’ sacrifice in obtaining products / services
would have an effect on customer satisfaction. Therefore, when a customer needs to travel a distance to obtain
products / services, he / she is putting in more sacrifice. As such, the location of the products / services would
have an effect on the customer satisfaction. The nearer it is, the more likely the customers will be satisfied as the
sacrifice is lower. Therefore, it is posited that customer relationship management affects customer satisfaction in
Air Asia. Thus.

H3: Customer Relationship Management of Air Asia has a positive relationship with customer satisfaction.

Cabin Environment:

In the online business environment, layout of a website would have an effect on customer satisfaction
(Shankar et al., 2002). The more organized the layout is, the easier a customer would be able to find the
information that he / she wants. Similarly, in a shopping centre, the layout of the store would determine whether
a customer would be able to find the products that he / she wants. In the health care industry, the physical
facilities provided by the health care provider would form part of the tangible dimension which determines
customer satisfaction. The better the facilities are, the more likely the customers would be satisfied. Customer
satisfaction research is not an end unto itself. In the hotel and restaurant environment, the internal environment
or ambience is very important to attract and deliver satisfaction to customers. Similarly, the cabin environment
in the airplane is a key factor in delivering satisfaction to the passengers. Therefore, it is anticipated that cabin
environment affects customer satisfaction. Thus.

H4: Cabin Environment of Air Asia flights have a positive relationship with customer satisfaction.

In-Flight Services:

Most services are intangible because they are performances rather than objects, precise manufacturing
specifications concerning uniform quality can rarely be set. Because of this intangibility, the firm may find it
difficult to understand how consumers perceive their services. For developing a good customer service, the
service marketer should stress on tangible cues and also create a strong organizational image. This can be done
by communicating clearly to the customers the features of the service being provided. The in-flight services
offered by high morale flight attendants (Ng, et al., 2011) affect customer satisfaction. While the Singapore
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Airlines voted as the best airline in the world, the Malaysian Airlines has been voted as the best in-flight
services airline for the year 2007. Therefore, it is suggested that the in-flight services affect customer
satisfaction, thus.

H5: In-flight Services on Air Asia have a positive relationship with customer satisfaction.

MATERIALS AND METHODS

As this research focused on factors which influence customer satisfaction for Air Asia, the primary data is
collected from the customers who used the flight services of Air Asia. The questionnaires were distributed to
those passengers who have taken Air Asia flight at least once in the last 12 months. That means the participants
have a clear view about Air Asia’ s services. A total of 300 questionnaires were distributed in the Klang Valley.
The duration of the fieldwork was from January 25, 2009 to April 15, 2010.

RESULTS AND DISCUSSION

Based on Table 1 below, it was found that a positive correlation exists between Pre-flight Services, CRM,
Cabin Environment, In-flight Services and Customer Satisfaction at 0.01 levels.

Table 1: Pearson’s correlation.

Pricel Preflightl CRM1 Cabinl Inflight1 CS1
Pricel Pearson Correlation
Sig. (2-tailed)
N 140
Preflightl Pearson Correlation .097
Sig. (2-tailed) .255
N 140 140
CRM1 Pearson Correlation .146 .321(**)
Sig. (2-tailed) .084 .000
N 140 140 140
Cabinl Pearson Correlation .188(*%) .326(**) .667(*%)
Sig. (2-tailed) .026 .000 .000
N 140 140 140 140
Inflight1 Pearson Correlation -.024 514(**) 408(*%) .580(**)
Sig. (2-tailed) 778 .000 .000 .000
N 140 140 140 140 140
CS1 Pearson Correlation 152 A405(*%) .566(**) 596(**) 512(**)
Sig. (2-tailed) .073 .000 .000 .000 .000
N 140 140 140 140 140 140

* Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).

In Table 2, the results of hypotheses testing is shown. Thus, the followings are concluded. There is a no
relationship between the price offered by Air Asia and the satisfaction level of the customers. The pre-flight
services of Air Asia have a positive relationship with customer satisfaction and it is significant. Customer
Relationship Management (CRM) of Air Asia has a positive relationship with customer satisfaction and it is
significant. The Cabin Environment of Air Asia flights have a positive relationship with customer satisfaction
and it is significant. And finally the in-flight services on Air Asia have a positive relationship with customer
satisfaction and it is significant.

Table 2: Summary of hypotheses testing.

Hypothesis Relationship Results
Hypothesis 1 Positive; Not Significant Hypothesis Rejected
Hypothesis 2 Positive; Significant Hypothesis Accepted
Hypothesis 3 Positive; Significant Hypothesis Accepted
Hypothesis 4 Positive; Significant Hypothesis Accepted
Hypothesis 5 Positive; Significant Hypothesis Accepted

Table 3 below shows the R square value indicates that the variables chosen influences customer satisfaction
at 46.2% and the significant relationship at 0.001 levels. This shows the research model is fit and robust.

Discussion:

The findings suggest that price structure may not affect the choice of the customers to fly with Air Asia. But
we are not suggesting increasing the price of the tickets but they can focus more to the pricing of the
competitors. Air Asia is positioned as the market leader for low budget carrier. As such, in order to live up to the
positioning, Air Asia should ensure that their ticket prices are maintained at the average prices of tickets sold by
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other airlines. Frequent surveys should be conducted on competitors to check on competitors’ pricing.
Thereafter, Air Asia should decide how to keep the ticket price cheaper than its competitors while ensuring
sustainable profit margin. The reputations for Air Asia’ s services are mixed. The pre-flight service reputation is
not good. The major complain is the departure time. Everybody complains about the delay. They should take
care on this issue. Though, services like online ticketing, information about destination, communication about
the ticket price, etc. are satisfactory. Thus, it can be stated that as the image of Air Asia becomes positive and
strong in the market then its CRM should be stronger to keep the customers happy and loyal towards the
company. As passengers who preferred to fly with Air Asia, they will look more interaction with CRM. In this
case, Air Asia should keep the customer database properly, should be more responsive to customers need of
information and queries, should measure client satisfaction through feedback and suggestions and off course
they should treat every customer equally. The overall satisfaction for Air Asia cabin environment is positive.
But the luggage space is insufficient. The feedback shows that the seats are comfortable and the leg room also
specious. The entertainment facilities are very poor. Air Asia should provide more entertainment facilities for
the customers. The In-flight service for Air Asia is satisfactory. But still they can improve the customer
satisfaction by improving the number of flight attendants. As they have staff training center, they can train them
to become more courteous and customer friendly. The Air Asia cabin crew attire is very much professional.
They should maintain the current attire. To make the communication with the pilots easier, Air Asia can focus to
recruit more local pilots. Safety instructions should be mentioned clearer on board so that everybody can easily
understand about the instructions.

Table 3: Regression Analysis.

Model R R Square | Adjusted Std. Error of Change Statistics
R Square the Estimate
R Square | F Change dfl df2 Sig. F Change | R Square | F Change dfl Sig
Change Change
1 .680(a) 462 442 3.45418 462 | 23.044 | 5 134 | .000
a Predictors: (Constant), Inflight1, Pricel, CRM1, Preflightl, Cabinl
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta B Std. Error
1 (Constant) 10.153 3.729 2.722 .007
Pricel 127 .148 .057 .858 .392
Preflightl .215 120 134 1.785 .076
CRM1 .504 161 .269 3.129 .002
Cabinl .281 .108 .252 2.593 .011
Inflight1 .324 .151 .188 2.150 .033

a Dependent Variable: CS1

In Table 3, the results of the coefficients is shown. The results show that customer relationship anagement,
cabin environment and in-flight services have significantly contributed to customer satisfaction. While the pre-
flight services and the price offered have no contribution towards customer satisfaction level.

Conclusion:

Air Asia should continue to be the low cost short-haul airline in every market and achieve strong organic
growths through profit objectives. Air Asia needs to be efficient and simple at point to point operations,
attracting and retaining hardworking and smart people. It must have the passions for continuous cost reduction,
comply with the highest International Aviation Safety; standards and practices, and keep operations simple and
transparent. It has to ensure that the security of passengers in every flights. Winning customers over from
competitors is important, but retaining existing customers is even more important. According to research, it is
more cost effective to retain customers than to win new customers. Since it is well known that customer loyalty
results from customer satisfaction, it is important that Air Asia manages the factors that influence its customer
satisfaction more efficiently.
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