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Factors which Influence Customers’ Intention to Switch from Call-Based
Driver-for-hire Services to App-Based Driver-for-hire Services Based on Online
to Offline (O20) Business Model: Focusing on Kakao Driver service
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ABSTRACT

Online-to-offline (020) commerce is the new trend that merges online commerce with
traditional industries in various fields. The primary purpose of this paper is to find out
which factors influence customers’ intention to switch from call-based driver-for-hire
services to 020 app-based services. This study used variables and factors based on Theory
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of Switching Intention, and Extended Unified Theory of Acceptance and Use of Technology
in order to design research questions. We surveyed 500 users of call-based driver—for-hire
services. According to the result of this study, dissatisfaction with the current call-based
driver—for—hire services is estimated to be a significant factor that strengthens customers’
intention to switch from the call-based driver—for-hire services to the app-based services.
Loyalty to the previous call-based driver—for-hire services was not seen as a crucial
motivator that causes customers to switch to the new O20 driver service. Switching cost
also did not play a key role in explaining the relationship between dissatisfaction with the
current call-based service and the intention to use the new app-based service. Performance
expectancy, easiness in use, the level of user’s knowledge or available assistance in relation
to the use of app-based services, and expectancy for reasonable price was found to have
meaningful impacts on customers’ intention to switch from the call-based driver—for-hire
services to the app-based services. Age, gender and user experience on the new service
were found incapable of moderating the relationship between aforementioned factors which
influence customers’ choice of the app—based driver—for-hire service, and customers’ intent
to switch to the app-based service.
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Dissatisfaction
with the call service

‘ Performance Expectancy

Switching intention to
consume app designated-
driver service instead of
the existing call-based
service

’ Effort Expectancy “—r\,\x .

’ Social Influence ‘//'///

’ Facilitating Conditions

P
p
P
Price Value k

|

(Figure 1) Regression Model about Switching Intention to Consume App
Designated Driver Service Instead of the Existing Service Based Call

Switching intention to
N - consume app designated-
wi Rl'stshaet':;?f:é%i e I » driver service instead of
the existing call-based
service

Switching
cost

‘ Loyalty H

(Figure 2) Regression Model that Shows the Relationship between
Dissatisfaction with the Call Service and Switching Intention to
Consume the New service. Loyalty and Switching Cost are Set as

the Mediating Variables

= Switching intention to
~ 77| consume app designated-
driver service instead of
the existing call-based

Dissatisfaction |
with the call service | % \

‘ Performance Expectancy

’ Effort Expectancy

’ Social Influence

’ Facilitating Conditions

Experience

Price Value

|

(Figure 3) Regression between Factors that Influence the Acceptance of the New
Service and the Intention to Switch to the App Designated Driver Service.
Gender, Age, and Experience are Set as the Mediating Variables
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(Table 1) Main features of Kakao Driver

No. Item Explanation
020 app-based driver—for-hire services connect customers
and drivers directly through the applications on the smartphone
1 Request a driver—for-hire service | without having to rely on call centers. This simplified process
through the smartphone application | can reduce cost that drivers have to bear when using the
business platform, and bring balance between demand and
supply in a quicker and safer way.
9 | Quick response to customer’s request Customers’ requests are processed immediately by assigning
o e a driver—for-hire through the smartphone application.
. ., . | Free GPS information is provided to the customer. Current
Information of driver's current location . . . .
. . . location of the assigned driver, his or her movement toward
3 |is available through the GPS system . . . .
. the meeting spot, and the expected time of arrival are provided
embedded in the app . , . .
to increase customer's service reliability.
4 Drivers—for-hire can see customers’ | Any quarrel over a destination between drivers—for-hire and
destination before accepting the request. | customers can be avoided in advance.
Unnecessary quarrels between drivers and customers over
fare can be avoided as the app-based meter system and
Employment of app-based meter . .
5 . standardized fare calculator are employed. If any driver—
system and standardized fare calculator .. . . . .
for-hire is charged for trying to negotiate and receive additional
amount of money, he or she will be subject to penalty.
6 Provide customers the efficient route | Customers can track the driver's entire route through the
to reach the destination. embedded GPS system.
Payment is automatically processed . . L. .
M ’y P . The payment is processed by a credit card which is registered
7 |through the consumers’ credit card , .
. on the customer’'s smartphone application.
registered on the app.
., L Drivers go through an extensive screening process to be
Driver's photo and name is displayed o . .
D Lyt .| qualified as the O20 platform driver. O20 platform providers
8 |on the app whenever a customer’s . ., . .
. also disclose the driver’'s names and photo in order to improve
request is accepted. ) . i
customer’s service reliability.
Customers and drivers assess each other after the driver-
9 Mutual assessment between driver— | for-hire service is completed. This mutual assessment is useful
for-hire and customers in motivating drivers to receive incentives and enhancing
customer’s satisfaction.
10 All drivers are requested to register | Kakao Driver differentiates itself from other services as the
and qualify for insurance. company makes sure that all the drivers are properly insured.
Customers do not need to know the area codes in order
11 | Unified application nationwide to call a driver—-for-hire. All services are available
nationwide through the application.
Some call-based driver—for-hire service providers were
Virtual phone number is used to accused Qf disclosing customer ipformation to thrd par‘Fies
12 and sending spam messages using customer information.

protect customers’ privacy.

Kakao Driver avoids this problem by assigning a virtual phone
number to users’ requests.
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(Table 2) Operational Definition of Variables

Variable Definition Reference
Dissatisfacti ith the call| .. . . . . . .
ISS.d 1staction w1 ©c Dissatisfaction with the call-based driver—for-hire service | [7, 24, 25]
service
Loyalty to the call service Attachment to call-based driver—for-hire service [18, 22]
Switching cost Opportunity cost to consume app-based driver—for-hire service [20]
e instead of the service based call
Expected performance in using app-based driver—for-hire
Performance expectancy .
service
Effort expectancy Convenience from app-based driver—for-hire service
L Friends or family’s attitudes towards app-based driver—for-hire
Social influence .
service
Facilitating conditions User’s knowledge or surrounding environment that encourages [36]
& the use of app-based driver—-for-hire service
. Usefulness or value of app-based driver-for-hire service,
Price value L .
compared with its price
. . Intention to use app-based driver—for-hire service instead of
Switching intention .
the service based call
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2 <Table 3>3 Zt}. +49] A 744
SPSS 21.00] 229t}
1

7] 9le 2ale] N 9029t

(Table 3) Description of Questionnaire Recipients

Item Frequency(Ratio) Item Frequecny (Ratio)
Male 350(70.0%) Seoul 129(25.8%)
Gender .
Female 150(30.0%) Gyeonggi/Incheon 121(24.2%)
20~29 26(5.2%) Reai Chungcheong 45(9.0%)
egion
Ag 30~39 250(50.0%) & Gyeongsang 143(28.2%)
e
40~49 200(40.0%) Jeolla 43(8.6%)
over 50 24(4.8%) others 21(4.4%)
(Table 4) Questions for Consumption Intention
Variable Question MI(SD) |Cronbach’s a
|l am dissatisfied with the existing call-based driver-for-hire service.
Dls.'saUSfaCtlon The existing call-based driver—for-hire service is not enough for | 4.408
with the call 164
. me. (0.984)
service
I felt dissatisfied with the existing call-based driver—for-hire service.
I am willing to keep using the existing call-based river—for-hire
Loyalty service. 153
with the call | I will say a good word for the existing call-based driver—for-hire (0.873) 181
service service. '
I will recommend the existing call-based driver—for-hire service.
If I stop using the existing call-based driver—for-hire service, I
will not get benefits such as price discount and mileage bonus.
I am not sure that the app-based driver-for-hire service will be
Switching | good and effective. 3.942 605
cost I put time and effort to get accustomed to the call-based (0.910) '

driver-for-hire service

service.

I need to put time and effort to get used to app-based driver—for-hire
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(Table 5) Questions about Factors to Influence Acceting the New Designated-
Driver Service with 020 Mode

Variable

Question

MI(SD)

Cronbach’s
a

Performance
expectancy

App-based driver-for-hire service based on the 020 business
model will be useful in daily life.

Driver-for-hire service based on the 020 business model will be
more effective than the existing one.

App-based driver-for-hire service based on the O20 business
model will connect customers with the driver in a prompt manner.

5327
0.922)

Effort
expectancy

It would be easier for me to use the new app-based driver—for-hire
service based on the O20 business model than the existing
call-based service.

Use of the new app—based driver-for-hire service based on the 020
business model will be easy.

I think I can easily use the new app—based driver-for-hire service.

5.256
0.941)

852

Social
influence

My friends and my family will consider that I need to use the new
app-based driver-for-hire service.

People who influence me will consider that it is reasonable to use
the new app-based driver-for-hire service based on the 020
business model.

People who advise me will think that it is good to use the new
app—based driver-for-hire service based on the O20 business model
instead of the existing one.

4.985
0.973)

.860

Facilitating
conditions

I have knowledge in using the new app-based driver—for-hire
service based on O20 business model.

If T have difficulty in using the new app-based driver—for-hire
service based on the O20 business model, there are people to ask
for help.

The new app-based driver—for-hire service is compatible with the
existing service.

5.090
(0.899)

709

Price value

Using the new app-based driver—for-hire service based on the 020
business model is a reasonable consumption behavior.

The new app-based driver—for-hire service based on the 020
business model will provide value consistent with its price.

The price for the new app-based driver—for-hire service based on
the O20 business model will be set at a reasonable level.

5.098
0.947)

875

Switching
intention

I will use the new app-based driver—for-hire service based on the
020 business model instead of the existing call-based service in
my daily life.

I intend to use the new app-based driver—for-hire service based
on the 020 business model instead of the existing call-based
service in the near future.

I will often use the new app-based driver—for-hire service based
on the 020 business model instead of the existing call-based service.

5217
(0.983)

902
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(Table 6) Correlation between Variables

1.
Dissatisfaction 2. 3. 4 5. 6. 7.
with the call Performance Effort Social Facilitating Price Switching
ervice Expectancy | Expectancy | Influence Conditions Value Intention
1. —
2. 2817 -
3. 259 783" -
4, 284" 744 Nuzs -
5. 116 5447 625 514 -
6. 225 7r 683" 702" 600" -
7 294" 748 753 721 605" 831" -

p < 0L
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(Table 7) Regression Model between Dependent Variable and Independent

Variables
Variable B SE B t Ssr
Dissatisfaction with the call service 0.067 023 067 2,962 064
Performance Expectancy 0.147 041 138 3552 076
Effort Expectancy 0.214 043 205 5.018™ 108
Social Influence 0.050 038 050 1.304 028
Facilitating Conditions 0.068 032 062 2134 046
Price Value 0.525 036 506 14713™ 317

p < .05 "p < .005, “p < .001, the others are nonsignificant, sr=semipartial correlation coefficient.
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(Table 8) Regression Model between Dissatisfaction with the call Service and
Switching Intention to Consume the new Service, Including Loyalty as
the Mediator

Variable B SE B t Ssr

Step 1
Dissatisfaction 0.284 044 285 6.408" 275
Loyalty -0.041 050 -.036 -0.811 -.035

F(2, 497) = 23.882, p < .001, adjR* = .04

Step 2
Dissatisfaction 0.284 045 285 6.243™ 268
Loyalty -0.041 052 -.036 -0.787 -.034
DissatisfactionxLoyalty .000 036 .000 0.004 .000

F(change)(1, 496) = 0.996, p < .001, R*change) = .000
“p < .001, Durbin-Watson ratio = 2.109, VIF = 1.075~1.141.

gk 2 ool Ui 4= 24 g9 34 (2) M&t H|S

7] 913 BT AEHE folaha] B How 2 deels ¢ dEz Agkahs el A
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g zdshs BHelA Z digel g S} b A fold g VAR AgeiA] ae
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(Table 9) Regression between Dissatisfaction with the Call Service and Switching
Intention to Consume the New Service, Including Switching Costs as
the Mediator

Variable B SE B t Sr
Step 1
Dissatisfaction 0.317 044 317 7.163™ 306
Switching cost -0.095 048 -.088 -1977" -0%4
F(2, 497) = 25660, p < .001, adj;.R* = .090
Step 2
Dissatisfaction 0.319 044 320 7197 307
Switching cost -0.100 048 -.092 -2.063" -.088
DissatisfactionxSwitching cost 0.027 037 032 0.744 032

F(change)(1, 496) = 0.457, p < .001, R%*(change) = .001
“p < 0.05, p < .001, Durbin-Watson ratio = 2.109, VIF = 1.024~1.099.
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(Table 10) Regression between Factors that Influence Accepting the New Service

and Switching Intention,

Including Gender as the Mediator

Variable B SE B t sr
Step 1
Performance expectancy 0.156 042 146 3755 081
Effort expectancy 0.220 043 211 5.139™ 111
Social influence 0.068 039 067 1.744° 038
Facilitating conditions 0.058 032 053 1.810° 039
Price value 0.525 036 506 14.609™ 317
Gender 0.067 047 031 1.436 031
F(6, 493) = 272796, p < 001, adj.R* = .766
Step 2
Performance expectancy 0.156 042 146 3729 081
Effort expectancy 0.215 044 205 4907 107
Social influence 0.068 039 067 1.724° 037
Facilitating conditions 0.056 032 051 1.740° 038
Price value 0.527 037 508 14.090™ .306
Gender 0.063 048 029 1.322 .029
Performance expectancy x Gender -0.037 092 -.015 -0.404 -.009
Effort expectancy x Gender 0.140 101 056 1.38% 030
Social influence x Gender -0.040 092 =017 -0.430 -.009
Facilitating conditions x Gender -0.050 070 -.021 -0.717 -.016
Price value x Gender 0.014 090 006 0.154 003

F(change)(5, 488) = 0.795, p < .001, R*(change) = .001

p < .1, "p < 0.05 ™p < .001, Durbin-Watson ratio = 1.985, VIF = 1.020~3.715.
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(Table 11) Regression between Factors that

Service and Switching Intention,

3
S =

s e AR AR E3)
= A 5007 ¢ 2062691 1037 ©]
At} o]5o] AL #Hdlo] o g 4

Rl A o=l An de o b
BA =4 gHEA 7)5S T F e

7] A <}

Influence Accepting the New
Including Age as the Mediator

Variable B SE B t sr
Step 1
Performance expectancy 0.157 042 148 3767 082
Effort expectancy 0.219 043 210 5.068" 110
Social influence 0.062 039 061 1.604 035
Facilitating conditions 0.059 032 054 1.837 040
Price value 0.527 036 508 14.632" 318
Age 0.000 003 .002 0.069 002
F(6, 493) = 271.322, p < 001, adj.R* = 765
Step 2
Performance expectancy 0.173 042 162 4107 089
Effort expectancy 0.203 043 194 4676 101
Social influence 0.057 039 056 1.458 031
Facilitating conditions 0.074 033 068 2.268™ 049
Price value 0.520 036 501 14.400™ 311
Age -0.001 003 -.008 -0.366 -.008
Performance expectancyxAge 0.005 007 035 0.809 017
Effort expectancyxAge -0.007 007 -.044 -0.988 -.021
Social influencexAge 0.005 005 036 0.989 021
Facilitating conditionsxAge -0.001 005 -.005 -0.164 -.004
Price valuexAge 0.007 004 049 1519 033

F(change)(5, 488) = 0.068, p < .001, R*(change) = .005

p < .1, "p < 0.05 ™p < .001, Durbin-Watson ratio = 2.005, VIF = 1.017~4.234.

A5
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(Table 12) Regression between Factors that Influence Accepting the New Service
and Switching Intention, Including Experience to Use the New Service

as the Mediator

Variable B SE B t ST
Step 1
Performance expectancy 0.156 042 146 3755 081
Effort expectancy 0.220 043 211 5.139™ 111
Social influence 0.068 039 067 1744 038
Faciliating conditions 0.058 032 053 1.810° 039
Price value 0.525 036 506 14.609™ 317
Experience 0.067 047 031 1.436 031
F(6, 493) = 272.79%, p < .001, adj.R* = .766
Step 2

Performance expectancy 0.156 042 146 3729 081
Effort expectancy 0.215 044 205 4907 107
Social influence 0.068 039 067 1.724° 037
Faciliating conditions 0.056 032 051 17407 038
Price value 0.527 037 508 14.090™ .306
Experience 0.063 048 029 1.322 .029
Performance expectancyxExperience -0.037 092 -.015 -0.404 -.009
Effort expectancy*xExperience 0.140 101 056 1.38 030
Social influencexExperience -0.040 092 -.017 -0.430 -.009
FacilitatingxExperience -0.050 070 -.021 -0.717 -.016
Price valuexExperience 0.014 .090 006 0.154 .003

F(change)(5, 488) = 0.795, p < .001, R%(change) = .001

p < .1, 7p < 0.05 "p < .001, Durbin-Watson ratio = 1.985, VIF = 1.020~3.715.
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(Table 13) Research Hypotheses and Results

Hypothesis Results

Dissatisfaction with the previous service — Switching intention to consume the

H1 . Accepted
new service
Loyalty to the previous service as a mediator between dissatisfaction with the .

H2 ) . .. . . Rejected
previous service and switching intention to consume the new service
Switching cost as a mediatior between dissatisfaction with the previous service .

H3 R . . Rejected
and switching intention to consume the new service
Performance expectancy towards the new service — Switching intention to

H4 D y g Accepted
consume the new service
Effort expectancy towards the new service — Switching intention to consume

H5 D . Y g Accepted
the new service
Social influence towards the new service — Switching intention to consume the .

H6 . Rejected
new service
Facilitati diti f the ice — Switching intention t th

7 acilitating conditions of the new service witching intention to consume the Accepted
new service

H8 Price value of the new service — Switching intention to consume the new service | Accepted
Gender as a mediator that influences the relationship between accepting the new .

H9 . N . Rejected
service and switching intention
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